Ontario

Provincial Wood Supply
Strategy

FOREST POLICY SERIES



Ontario

Provincial Wood
Supply Strategy

FOREST POLICY SERIES



Provincial Wood Supply Strategy

©2004, Queen’s Printer for Ontario
Printed in Ontario, Canada

Single copies of this publication are available at no
charge from the address noted below. Bulk orders

may involve charges.

Ministry of Natural Resources

Natural Resources Information Centre
300 Water Street

Peterborough, Ontario

K9J 8M5

Current publications of the Ontario Ministry of
Natural Resources, and price lists, are also available

from this office.

"Telephone inquiries about ministry programs and
services should be directed to the Natural

Resources Information Centre:

General Inquiry 1-800-667-1940
Renseignements en francais 1-800-667-1840
FAX (705) 755-1677

"This publication should be cited as:
OMNR. 2004. Provincial Wood Supply Strategy.
Ont. Min. Nat. Resour., Queen’s Printer for Ontario,

"Toronto. 92 pp.

"This publication is also available on line and can
be downloaded in PDF format from
http://ontariosforests.mnr.gov.on.ca

Please note you will require Adobe Acrobat Reader

to view these files.

Cette publication technique n’est disponsible qu’en anglais.

Paid for by the Government of Ontario.




Executive Summary

EXECUTIVE SUMMARY

This document presents a picture of the

wood supply and a set of strategies for the
Province of Ontario. It was produced by
the Ministry of Natural Resources (MINR)
with input from key stakeholders. The
primary purpose of the Provincial Wood
Supply Strategy is to identify critical wood
supply issues and provide approaches
(strategies) for addressing those issues.

There are two primary objectives focused
on sustaining wood supply within the
bounds of overall forest sustainability:

¢ To sustain a continuous, predictable,
long-term wood supply necessary for
industrial processing facilities; and,

* To increase the level of long-term
available wood supply.

The Provincial Wood Supply Strategy
responds to legal commitments described
in Condition 48 of the Declaration Order
Regarding  MNR’s  Class  Environmental
Assessment Approval for Forest Management
on Crown Lands in Ontario (MNR-71) as
released in June 2003. This strategy
document also supports the MINR vision of
sustainable development and mission of
ecological sustainability. The Crown Forest
Sustainability Act states that Crown forests
are managed to meet social, economic and
environmental needs of present and future
generations. This document replaces in
whole the Regional Wood Supply Strategies,
published by the MNR in 2003.

This strategy document is provincial in
MNR

administrative regions has a separate

scope. Each of the three

section to provide a regional context and a
discussion of regional scale issues. The

significant issues and related strategies are
identified within the area of the Boreal and
Great Lakes-St. Lawrence Forest regions.
The strategies themselves will be
implemented at the provincial, regional
and/or local management unit level. The
scope and implementation is described
within the discussion for each of the

strategies.

The Provincial Wood Supply Strategy is
linked directly to the Ontario Forest
Accord and the Ontario Forest Accord
Advisory Board’s (OFAAB) proposal for
Grow.” The OFAAB

recommended in its final report that the

“Room to

regional wood supply strategies serve as
the instrument for benchmarking the
long-term wood supply available to
Ontario’s forest industry and for
identifying the threshold that would
initiate “Room to Grow” sharing
discussions. Appendix 1 contains the
utilization benchmarks necessary to facilitate

this process.

The foundation for this strategy document
is the wood supply database contained in
Appendix 1. This database graphically
presents wood supply, demand and utilization
information for each management unit and
species group. The information is then
aggregated into regional and provincial
graphs of wood supply and demand. Part 2
of this strategy document examines wood
supply and demand in a regional context.
The analysis was conducted to determine
the ability of the Crown forests to continue
to supply Ontario’s forest industry into the
future, and to identify wood supply issues.
No attempt was made to forecast future
demand levels, or to predict future trends
in the forest products sector. The dynamic
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nature of the forest industry is purposefully
outside the scope of this wood supply
strategy.

Part 3 is the essence of the document. It
contains the significant issues and the
strategies recommended to address those
issues.

Boreal Forest Issues and
Strategies

Following an analysis of the data and an
examination of the forest management
context, two issues were identified in the
Boreal Forest:

* Future wood supply drops below
current demand; and,
* Quality of wood supply information.

These two issues are also relevant to the
Great Lakes-St. Lawrence Forest
although the context is different. Hence,
the strategies addressing these issues are
provincial in scope.

Across the Boreal Forest, wood supply is
predicted to fall below the level of
industrial demand in the near future. The
wood supply gap, which has been forecast
for many years, is primarily the result of
an age-class imbalance in the forest itself,
but this situation has been compounded
by a number of other factors.

The forecast for the two administrative
regions within the Boreal Forest predicts
that the spruce-pine-fir (SPF) supply will
fall below the demand level in 5 to 10 years
and take 80 years to fully recover. For
poplar, the forecast is for supply to fall
below demand in 15 years, with recovery in
about 70 years. The supply gap is by far the
most critical issue facing the forest industry

in this part of the Province. The
developing gap between wood supply and
demand presents an unavoidable dilemma
— increase the wood supply or reduce mill
consumption.

"The second issue applies across the entire
province. The ability to accurately predict
wood supply is limited by the quality of
the information on which we base wood
supply  projections  within  forest
management planning. The quality of
information is strongly tied to the issue of
wood supply. Information quality affects
wood supply from two perspectives. First,
better information increases confidence in
the conclusions regarding the nature and
degree of the wood supply gap. Second,
more reliable information allows forest
managers to make decisions which
optimize the management and use of
forest resources. For example, more
accurate resource inventory and increased
knowledge of forest succession will allow
for improved decisions concerning the
scheduling of forest stands for harvesting.

Eleven strategies are proposed to help
mitigate these two issues within both the
Boreal Forest and the Great Lakes-St.
Lawrence Forest. They are:

1. Review the wood demand for mills;

2. Provide demand information to
planning teams to help set appropriate
plan objectives for wood supply;

3. Promote best practices for forest
management modelling;

4. Improve growth and  yield
information;

5. Improve forest resources inventory;
Improve the knowledge of stand
condition and forest succession;

7. Increase utilization of available wood:
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8. Use silviculture to increase forest
productivity;
9. Monitor the

silvicultural treatments;

effectiveness  of

10. Implement a fire management
strategy for Ontario; and,

11. Ensure guide effectiveness and efficiency.

Great Lakes-St. Lawrence
Forest Issues and Strategies

Five wood supply issues were identified as
significant and particular to the Great
Lakes-St. Lawrence Forest:

® Current shortage of high-quality
sawlogs and veneer in the region;

* Long-standing surplus of low-grade
hardwoods;

* Sustainability of the private land
harvest;

* Long-term regional trend towards
declining poplar supplies; and,

* Regeneration problems in older white
pine shelterwood treatments.

Strategies 1 to 11 for the Boreal Forest,
which address the issues of long-term
supply and the quality of
information, also pertain to the Great

wood

Lakes-St. Lawrence Forest.

There are nine additional strategies which
pertain specifically to the Great Lakes-St.
Lawrence Forest:

12. Continue efforts to improve the
growing stock after harvest through
proper tree marking and stand
improvement practices;

13. Continue efforts to minimize logging
damage to residual trees;

14. Study methods to minimize logging
damage done by mechanized

harvesting;

15. Salvage high-quality trees with high
mortality risk during tree marking;

16. Maximize the harvest of available
pulpwood;

17. Give support for permits to export
tolerant hardwood pulpwood;

18. Conduct a private land wood supply
study within Southern Region;

19. Advise poplar using industries of the
forecasted declining poplar supply;
and,

20. Ensure that past white pine
shelterwood treatments are

regenerated in accordance with the

requirements of their licence.

‘The Provincial Wood Supply Strategy and
the strategies contained herein are not
meant to be prescriptive. The intent of
this initiative is to provide information
and a suite of tools to help manage wood
supply issues to meet future needs. When
implemented, the strategies will move
forest management towards a secure,
predictable supply of wood for industry
and the potential of surplus for additional
parks and protected areas.
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SOMMAIRE

Production du ministere des Richesses
naturelles (MRIN) en collaboration avec les
intervenants clés, le présent document est
un apercu de la situation globale de
I’approvisionnement en bois et des
stratégies de la Province de I’Ontario. La
Stratégie provinciale d’approvisionnement en
bois a pour objet principal de souligner les
questions critiques concernant I’approvision-
nement en bois et d’offrir des démarches

(stratégies) visant leur résolution.

La durabilit¢ de D'approvisionnement en
bois est fonction de deux principaux
objectifs dans le cadre d’ensemble de la
gestion durable des foréts :

* Approvisionnement en bois ininterrompu,
prévisible et a long terme, essentiel a la
bonne marche des installations de
traitement de Pindustrie; et

* Hausse du niveau de ’approvisionn-

ement en bois a long terme.

La Stratégie provinciale d’approvisionnement
en bois fait suite aux engagements juridiques
énoncés dans la Condition 48 de
Pordonnance  déclarant — Papprobation  de
Pevaluation  environmementale de  portée
générale du MRN concernant la gestion des
foréts de la Couronne de I’Ontario (MRN-71),
telle que publiée en juin 2003. Ce document
stratégique appuie également la vision du
MRN en matiére d’exploitation durable et
sa mission de durabilité écologique. La Loi
sur la durabilité des foréts de la Couronne
stipule que la gestion des foréts de la
Couronne doit répondre aux exigences
sociales, économiques et environnementales
des générations actuelles et futures. Le

présent document remplace toutes les

stratégies régionales d’approvisionnement
en bois publiées par le MRN en 2003.

La présente stratégie a une portée
provinciale. Pour chacune des trois régions
administratives du MRN, une section
distincte fournit le contexte régional et une
discussion des dossiers régionaux. Les
grandes questions et les stratégies
applicables s’abordent par zone, soit la zone
boréale et la zone des Grands Lacs et du
Saint-Laurent. Les stratégies elles-mémes
seront mises en ceuvre a I’échelon provincial,
régional ou local. Une description de leur
portée et de cette mise en ceuvre se retrouve

dans la discussion qui s’y rapporte

La Stratégie provinciale d’approvisionnement en
bois s’aligne directement sur I’Accord sur les
foréts de I'Ontario et sur « Espace de
croissance », le projet du conseil consultatif de
I’Accord sur les foréts de ’Ontario (OFAAB).
Dans son rapport final, ’OFAAB recommande
des stratégies régionales d’approvisionnement
en bois visant la référenciation des réserves
d’approvisionnement en bois a long terme de la
province pour I'industrie forestiere et indiquant
le seuil a partir duquel s’engageraient les
entretiens sous Espace de croissance. U'annexe
1 contient les références nécessaires au

déroulement d’un tel processus.

La fondation du présent document est la base
de donnée de l'approvisionnement en bois
contenue dans I'annexe 1. On y trouve des
données sur 'approvisionnement, la demande
et 'utilisation du bois pour chaque unité de
gestion et groupe d’essences, sous forme de
schémas. Les données sont ensuite
regroupées dans des schémas illustrant
l’approvisionnement et la demande aux
paliers régionaux et provincial. La 2¢ partie de
la stratégie examine I’approvisionnement et la

demande dans un contexte régional. Le but

Vi
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de cette analyse était de déterminer dans
quelle mesure l'industrie forestiere peut
continuer a compter sur les foréts de la
Couronne de la province et, de détecter les
problémes d’approvisionnement. Il est
important d’observer qu’on n’a pas cherché a
prédire les niveaux de demande a I’avenir ou
les futures tendances dans le secteur des
produits du bois. Le caracteére dynamique de
I'industrie forestiere ne tombe pas dans les
parametres de la présente stratégie

d’approvisionnement en bois.

Dans la 3¢ partie, on lira I'essentiel de la
stratégie. On y trouve les grandes questions
et les stratégies recommandées pour les

affronter.

Forét horéale : questions &
stratégies

Dans la zone de la forét boréale, deux
questions découlent de Il’analyse des
données et de examen du contexte de la

gestion forestiére :

* Futur niveau d’approvisionnement en
bois inférieur a la demande actuelle; et
® Qualité des renseignements sur

I’approvisionnement en bois.

Ces deux questions s’appliquent aussi a la
zone des foréts des Grands Lacs & du Saint-
Laurent, quoique le contexte soit différent.
C’est pourquoi les stratégies en réponse a

ces questions ont une portée provinciale.

Dans toute la zone boréale, on prédit que
I'approvisionnement en bois tombera sous
le niveau des demandes de I'industrie. Cet
écart, prévu depuis plusieurs années, est da
principalement au déséquilibre des classes
d’dge dans la forét, mais d’autres facteurs

contribuent aussi 2 cette situation.

Selon les prévisions, dans les deux régions
administratives de la zone boréale,
l’approvisionnement en épinette, pin et
sapin sera inférieur a la demande dans les
cinq a dix ans et le rétablissement prendra
80 ans. Pour le peuplier, on prévoit un
approvisionnement inférieur a la demande
dans les 15 ans et 70 ans pour voir un
rétablissement. Cet écart est de loin la
question la plus sérieuse pour l'industrie
forestiere dans cette partie de la province.
La marge qui se creuse entre
I’approvisionnement et la demande présente
un dilemme inévitable : hausser 'approvisionne-

ment ou réduire la production.

La deuxieme question s’applique a
’ensemble de la province. Pouvoir prédire
I'approvisionnement en bois avec précision
est fonction de la qualité des renseigne-
ments  disponibles  concernant la
planification de la gestion forestiere. La
qualité des renseignements dépend
fortement de la premiére question et touche
I’approvisionnement en bois sur deux
angles. Premierement, avec de meilleurs
renseignements, on arrive a des conclusions
plus fiables quant a la nature et a
I'importance de I’écart. Deuxiemement, des
renseignements plus sirs permettent aux
gestionnaires des foréts de prendre des
décisions qui optimalisent la gestion et
I’exploitation des ressources forestiéres. Par
exemple, un inventaire précis des ressources
et des connaissances approfondies de la
succession facilitent les décisions relatives

au calendrier de coupe d’un peuplement.

On propose onze stratégies pour aider a atténuer
ces deux questions dans les deux zones, boréale et
Grands Lacs/Saint-Laurent soit :

1. Examiner les demandes de bois des

scieries;
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2. Déterminer les  objectifs  pour
I'approvisionnement d’apres les données
sur la demande;

3. Promouvoir les pratiques exemplaires
pour la modélisation de la gestion
forestiere;

4. Améliorer les données de croissance &
rendement;

5. Améliorer l'inventaire des ressources
forestiéres;

6. Améliorer les connaissances sur 1’état
des peuplements et la succession;

7. Optimiser I'utilisation du bois d’oeuvre
actuel;

8. Appliquer la sylviculture pour hausser la
productivité;

9. Surveiller Defficacité des traitements
sylvicoles;

10. Mettre en ceuvre une stratégie de
gestion du feu en Ontario; et,

11. Assurer I'utilité du guide et son efficacité.

Questions & stratégies pour les
foréts des Grands Lacs et du
Saint-Laurent

On a reconnu cing questions d’approvisionne-
ment importantes propres a la zone des

Grands Lacs et du Saint-Laurent

*  Pénurie actuelle de billes de sciage et de
placage;

*  Surplus de longue date de bois franc de
qualité inférieure;

* Durabilité des foréts exploitées sur
terres privées;

* Tendance régionale a long terme d’un
déclin de la réserve de peupliers; et,

* Problemes de régénération dans les

coupes progressives de pin blanc ancien.

Les stratégies 1 a 11 des foréts boréales,

relatives a I'approvisionnement a long terme

eta la qualité des renseignements, s’appliquent
aussi aux foréts des Grands Lacs et du Saint-
Laurent.

On compte neuf stratégies supplémentaires
propres aux foréts des Grands Lacs et du
Saint-Laurent :

12. Poursuivre  les  activités  visant
’'amélioration du stock sur pied grice au
marquage et a l’entretien des
peuplements;

13. Continuer de s’efforcer de ne pas
endommager les arbres restants pendant
la coupe;

14. Etudier les méthodes limitant les dégats
pendant la coupe mécanique;

15. Sauvegarder les arbres de haute qualité
mais vulnérables lors du marquage;

16. Optimiser la récolte du bois a pite
disponible;

17. Faciliter les permis d’exportation du
bois a pite de feuillu tolérant;

18. Etudier la réserve de bois des terres
privées dans la région Sud;

19. Aviser l'industrie consommant du
peuplier ~du  déclin  prévu 2
I’approvisionnement; et,

20. Assurer que les anciennes coupes
progressives de pin blanc sont
régénérées conformément aux exigences
des permis les concernant.

La Stratégie provinciale d’approvisionnement en
bois et les stratégies ci-dessus ne sont pas
normatives. Ce projet vise a fournir des
renseignements et une série d’outils pour
faciliter la gestion des questions d’approvisionn-
ement en bois afin de satisfaire les besoins a
I'avenir. La mise en ceuvre de ces stratégies
permettra aux gestionnaires des foréts
d’assurer un approvisionnement sir et
prévisible pour I'industrie, avec la possibilité
de réaliser un surplus pour la création de parcs
et de zones protégées.

viii
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PURPOSE, OBJECTIVES

AND PRINCIPLES

Purpose

Produced by the Ministry of Natural Resources
(MNR), this document presents a consolidated
wood supply strategy for the Province of Ontario.!

The purposes of this document are to:

* Document industrial wood supply and demand;
* Document the benchmark of the long-term
supply for sharing under “Room to Grow”;

¢ Identify critical wood supply issues;

* Provide strategies to address the identified
issues; and,

e Fulfill the legal commitment under Condition
48 of the EA Approval for Forest Management.?

Strategy Objectives

The Provincial Wood Supply Strategy initiative
supports two primary objectives:

* To sustain a continuous, predictable, long-term
wood supply necessary for industrial processing
facilities; and

* To increase the level of long-term available
wood supply.

These two objectives are achieved only within the
bounds of overall forest sustainability as defined by
the Crown Forest Sustainability Act and as determined
at the local level through the forest management
planning process.

Strategy Principles

The appropriate context and direction for address-
ing wood supply issues is defined by a set of
principles. The development and implementation
of strategies to achieve the wood supply objectives
will be guided by these principles:

Wood supply is determined at the local level
through the forest management planning
process and is an outcome of planning for a
broad set of economic, social and
environmental objectives. This planning
process requires the appropriate application of
all forest management guides;

Future investment by the forest industry and its
ongoing contribution to the provincial
economy is highly dependent on the quantity,
quality and cost of wood supply;

The present and future economic and social
vitality of many communities in northern and
central Ontario is dependent upon the quantity,
quality and cost of wood supply;

Strategies that increase wood supply have the
potential to secure and increase community
benefits and employment;

The impact of the quantity and quality of wood
supply on the social and economic vitality of
local communities is described and assessed
during the development and approval of forest
management plans;

Strategies are designed to support the Onrario
Forest Accord and the “Room to Grow” policy
framework;

Permanent increases in wood supply will
enable sharing between industrial use and
protected areas establishment in accordance
with the “Room to Grow” policy framework;
Estimates of wood supply need to be based on
sound resource inventory and scientific
information (high quality natural resource
science and information) in order to ensure
sound decision-making related to forest
sustainability and the availability of fibre for

industrial processing; and

Estimates of wood supply and the effect of the
various factors affecting wood supply need to be
monitored and publicly reported to facilitate

adaptive management and accountability.

1. This report pertains only to the “Area of the Undertaking” as designated by the Class Environmental Assessment for Timber Management on Crown
Lands in Ontario, and as shown on Figure 1. Virtually all commercial harvesting on Crown lands occurs inside this area.

2. Declaration Order Regarding MINR’s Class Environmental Assessment Approval for Forest Management on Crown Lands in Ontario, MNR-71.
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PART 1. INTRODUCTION

Wood Supply and Forest
Sustainability

Ontario’s forests are managed for a broad range of

uses and to conserve economic, social,
environmental and cultural values. Sustainable
development is the vision of the Ministry of Natural
Resources.” Under the concept of sustainable
development, our natural resources constitute
“natural capital”. In a sustainable environment,
natural capital is maintained. Resources over and
above those essential to long-term sustainability
requirements continue to be available over time as

“interest” for use, enjoyment, and development.

The mission of the Ministry of Natural Resources is
to manage our natural resources in an ecologically
sustainable way to ensure they are available for the
enjoyment and use of future generations. Ecological
sustainability focuses on safeguarding the province’s
natural capital and nature’s capacity to renew itself.
"To achieve sustainability, forest ecosystems must be
maintained in a healthy state, and the value of the

forest to all users must be respected.

Although this document is aimed at ensuring that
“current demand” for wood for the forest industry
is given appropriate consideration during the forest
management planning processes, the principle of
forest sustainability is at its core. The estimates of
supply are those of existing approved forest
management plans, all of which are based on long-
supply is
determined through the forest management

term forest sustainability. Wood

planning process, at the local level, as an outcome
for planning for a broad set of economic, social and
environmental objectives. None of the strategies
can supersede or contravene any provision of the
Crown Forest Sustainability Act. Consequently, they
are limited to addressing wood supply issues within
the parameters of forest sustainability as defined by

the Act and its regulations.

Policy Context

In Ontario, the Ministry of Natural Resources is the
steward of Crown lands, waters and natural
resources. Most of Ontario’s forests (82 percent) are
owned by the Crown. Provincial commitments and
responsibilities for the sustainable management of
Ontario’s Crown lands and resources are expressed
in the MNR vision, mission, broad objectives and

desired outcomes.

The Policy Framework for Sustainable Forests (MINR
1994) provides the overall direction for an
ecosystem-based approach to the management of
The

commitment to forest sustainability is provided

Ontario’s Crown forests. ministry’s
through Ontario’s key forest act — the Crown Forest
Sustainability Act (CFSA). The CFSA requires that
forest management plans be prepared for each
designated management unit in accordance with the
Forest Management Planning Manual, which is one of
four regulated manuals under the CFSA. A forest
management plan describes the forest management
objectives and strategies applicable to the
management unit while having regard to the plant
life, animal life, water, soil, air, and social and
economic values, including the recreational values
and heritage values of the management unit. It is
developed at the local level in an open and
consultative fashion with the assistance of an
interdisciplinary planning team and a local citizens
committee. Direction for the writing of a forest
management plan is also provided by a variety of

guides and policies.

The Provincial Wood Supply Strategy responds to
Condition #48 as set out in the Declaration Order
Regarding MINR’s Class Environmental Assessment
Approval for Forest Management on Crown Lands in
Ontario (MNR-71). MNR worked directly with the
forest environmental

industry  and non-

governmental  organizations  during  the
development of this strategy. The Provincial Forest
Policy Committee was also consulted and made

recommendations on the development process.

3. Refer to Ministry of Natural Resources - Beyond 2000, Queen’s Printer for Ontario, 2000. Copies are available from the Natural Resources Information
Centre, 300 Water Street, P.O. Box 7000, Peterborough, Ontario, K9] 8MS5.
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The Forest Resource Assessment Policy (2003),
commonly referred to as FRAP*, contributes to the
achievement of the forest sustainability principles
under the direction of the Policy Framework for
FRAP

principles and provides for the establishment of

Sustainable  Forests. identifies common
forest sustainability criteria and indicators to be
used in forest management planning and forest
resource assessments. The Provincial Wood Supply
Strategy meets a requirement under FRAP for
Regional Wood Supply Strategies. This strategy is
one of several strategies required to guide MNR
and the forest industry in balancing the demand for
various forest uses within the bounds of forest
sustainability. The Management Guidelines for
Forestry and Resource-Based Tourism, the Conservation
Strategy for Old Growth Red and White Pine Forest
Ecosystems for Ontario, and the Forest Management
Guidelines for the Provision of Marten Habitat are
examples of other strategies that guide the
determination of the balance between different

values and uses of the forest.

Figure 1: MNR’s Three Regions and the Area of the Undertaking

Area of the
Undertaking

As indicated earlier in this document, the objectives
of the Provincial Wood Supply Strategy are to sustain
and, where possible, permanently increase wood
supply for both industrial use and opportunities to
grow parks and protected areas. The proposed
policy framework for “Room to Grow” is a separate
initiative which is linked to the Provincial Wood
Supply Strategy. It is discussed in detail later in this

section.

Two other initiatives with implications for the
supply of wood to forest industry are currently
under development. First, the Forest Sector
Strategy is examining the potential impact that
various large-scale and long-term influences will
have on the commercial forest sector in Ontario.
The objective of this project is to develop strategies
and tactics to address the broader economic,
commercial and social challenges and opportunities
that will face the forest sector in the coming years.
It will have a much broader scope than the

Provincial Wood Supply Strategy.

The second initiative with implications for
industrial wood supply is the Enhanced Forest
Management — Science Information and Analysis
initiative of the Provincial Forest Policy
Committee. This project will focus on establishing
a source of dedicated, long-term funding that will
assist the government and the forest industry in
better understanding silviculture effects and
effectiveness (on growth and yield, environment,
etc.) in order to maximize returns on silviculture
investments. Action on this project will assist with
the implementation of the strategies contained

within this document.

Implementation of Strategies

This initiative brings Ontario’s wood supply and

demand information into one framework
document, together with strategies for addressing
challenges and capitalizing on opportunities.
Specifically, the regional reports compare the

supply forecasts from approved forest management

4. FRAP was a requirement of Term & Condition No. 105 of the Environmental Assessment Board’s approval of the Class Environmental Assessment by the
Ministry of Natural Resources for Timber Management on Crown Lands in Ontario.
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plans against the current level of industrial demand
in order to identify potential shortages and
surpluses. Part 3 identifies the major wood supply
issues, both current and forecast, and recommends

strategies to manage them.

The wood supply strategies contained in this
document will be implemented through normal
channels, either as a part of the production and
approval of forest management plans or through
existing CFSA mechanisms. The strategies are in
the form of recommendations to be considered
during forest mill

management planning,

benchmarking exercises, licensing processes,
research priority setting, or during the development
of MNR or company policy. At the management
unit level, appropriate strategies must be considered
for inclusion in a forest management plan early in
the planning process when wood supply issues are

anticipated.

These represent MNR wood supply strategies and
do not necessarily reflect those of any one
community or forest company. Each company looks
at its own supply picture and develops its own
supply strategies. These strategies look at the bigger
picture of wood supply across an entire region and
not just one mill, one management unit or one

company woodshed.

MNR holds responsibility for the stewardship of
Ontario’s natural resources.” While the ministry
protects and conserves resources, it also provides
for and promotes sustainable resource development.
MNR is charged with ensuring that the economic
development potential associated with natural
resources is maintained, while the long-term health
of ecosystems is also conserved. The strategies in
this document address MNR’s responsibility by
working toward improving long-term forest
productivity.

Although the management of Crown forests in
Ontario is the responsibility of the provincial
government, the majority of planning and forest

management activities are carried out by the forest

industry under licensing arrangements, on behalf of
the Crown. Most of the strategies contained in this
document will therefore be carried out by the forest
industry or with the cooperation of industry. MNR
will work with the forest industry to generate
cooperative approaches to implementing the
strategies. Some strategies will be implemented
directly within the existing processes, such as forest
management planning. Other strategies will require
the development of new processes or partnerships
for implementation. Many of the strategies will
require collaborative efforts between MNR and
forest stakeholders in a spirit of mutual benefit.

Most of the strategies will be implemented “on the
ground” at a management unit or woodshed level.
However, many of the strategies will be coordinated
at a broader level — at the region or province — since
the scope of the strategy is normally broader than
the local area. As an example, local yield tables will
be applied within a forest management plan, but the
collection of information by MNR and the forest
industry will be coordinated from the regional or
provincial level. The scale of implementation and
scope is described within each strategy.

While the wood supply strategies contained in this
document are to be reviewed and revised
periodically (as required by MNR’s Class EA for
Forest Management), they may be revised at any
time if an important wood supply issue arises. The
supporting data are to be updated annually, as new
management plans are approved and as existing
Ministry Recognized Operating Levels (MROLs)
are amended. A summary of the current Provincial
Wood Supply Strategy will be provided in each five-

year Environmental Assessment report.

The Ontario Forest Accord and
Room to Grow Policy Framework

As mentioned above, the Provincial Wood Supply
Strategy is directly linked to the Ontario Forest Accord
and the Ontario Forest Accord Advisory Board’s
(OFAAB) recommended “Room to Grow” policy

5. Ministry of Natural Resources - Beyond 2000, Queen’s Printer for Ontario, 2000. Copies are available from the Natural Resources Information Centre,
300 Water Street, P.O. Box 7000, Peterborough, Ontario, K9] 8M5.
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framework. It is the Provincial Wood Supply Strategy
that documents the harvest data and supply
forecasts as well as the OFAAB benchmark, Table 1.
The benchmark is an essential part of the data

required for “Room to Grow” discussions.

The Ontario Forest Accord is an historic agreement
signed in 1999 that resulted in the addition of 378
new parks and conservation reserves totaling 2.4
million hectares to Ontario’s system of parks and
protected areas. The parties to the agreement were
the forest industry, the Partnership for Public Lands
and the Ministry of Natural Resources. The
Partnership for Public Lands is a coalition of three
environmental interest groups — the World Wildlife
Fund, the Federation of Ontario Naturalists and the
Wildlands League.

After the signing of the accord, the Minister named
an advisory board to assist in its implementation.
Known as Ontario Forest Accord Advisory Board,
(OFAAB), this
representatives from the three parties to the

board was comprised of
original agreement. As part of its mandate, OFAAB
developed a “Room to Grow” policy framework for

sharing any future increases in wood supply.

In developing its policy framework, OFAAB was
confident that permanent increases would be made
to Ontario’s wood supply and that there would be
room to expand both parks and protected areas and
Ontario’s forest industry. The policy framework sets
out how these future increases in wood supply will
be shared between these two interests, and focuses
on achieving three objectives:

The accord set out 31 commitments under which * To define the gaps in the parks and protected

the massive expansion of parks and protected areas areas system;

would occur. One of the 31 commitments (Accord * To benchmark and secure the long-term supply

Item 7) called for a process to be developed for any of wood necessary for industrial processing; and,

permanent increase in wood supply in the future to * To share any permanent increases in wood
be shared between increased wood supply for the supplies between filling gaps in the parks and
industry and further expansion of Ontario’s parks protected areas system, and meeting the

and protected areas. growing needs of Ontario’s forest industry.

Table 1: OFAAB Benchmark Harvest Levels

Species Group MNR Administrative Region

(000's m3/yr)

NWR NER SR
Spruce/Pine/Fir 8,600 8,207 111
White/Red Pine 78 355 349
Other Conifer 24 27 19
Poplar 3,037 * 2,496 316
White Birch 95 ** 229 70**
Tolerant Hardwoods 0 241 383
Total 11,834 11,555 1,248

Note: Numbers presented represent the maximum utilization by region and species group between the period 1994 and 1999.
(Source of data: TREES).

* NWR poplar benchmark includes 775,000 m* of Crown commitments issued prior to March, 1999.
** NWR birch benchmark also includes 50,000 m? of Crown commitments issued prior to March 1999.

***Correction to error which appears in the OFAAB Final Report benchmark table on page 13.
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OFAAB chose the regional wood supply strategies
as the instrument for benchmarking the fibre
requirements of Ontario’s forest industry and for
identifying the threshold that would initiate “Room
to Grow” sharing discussions. Wood supply
forecasting is not a precise science and OFAAB set
the threshold 10 per cent higher than the industrial
requirement benchmark as a safety margin to allow
for errors. As the replacement for the regional wood
supply strategies, the Provincial Wood Supply Strategy
fibre supply

continues to benchmark the

requirements and the threshold level.

OFAAB defined the benchmark industrial wood
requirement or wood supply as the highest annual
harvest level that occurred during the five-year
period ending March 31, 1999 for each of six major
species groups, by region. This is the volume that
OFAAB considered to be the basic wood supply
requirement for Ontario’s forest industry. These
benchmark wood supply volumes are shown in

Table 1, by region and species group.

The Ontario Forest Accord and OFAAB’s proposed
“Room to Grow” policy framework both contain
important principles for securing the industry’s
wood supply before further land withdrawals are

made to expand Ontario’s parks and protected areas.

* Fundamental to the Forest Accord was the
premise that there would be no long-term
reduction in wood supply and no net increase in
the cost of wood delivered to the mill as a result
of the establishment of new parks and protected
areas;

e The OFAAB “Room to Grow” sharing
principles indicate that the sharing process is
triggered when the long-term sustainable
supply is above the sharing threshold
(benchmark plus 10 per cent). (OFAAB, p.12);¢

* Decisions about sharing will be made at the
forest management unit or woodshed level and

must reflect the requirements of all licensees

and companies having ministerial directives on
that unit (OFAAB, p.14); and,

® Where sharing occurs, the process will be
undertaken at the management unit and
woodshed level and be designed to seek
mutually beneficial solutions within the sprit
and intent of the Accord (OFAAB, p.15).

The OFAAB baseline and the “Room to Grow”
variables are presented in the wood supply graphs
for each region in Part 2 of this report, and for each
management unit and woodshed in Appendix 1.
These data are current at the time of writing. The
“Room to Grow” variables (the industrial
benchmark, the sharing threshold and the long-
term supply forecast) are to be updated annually.
Long-term supply forecasts change as forest
management plans are renewed. The industrial
benchmark and associated sharing threshold may
also change as “Room to Grow” sharing
opportunities are realized. This updated information
will be available upon request from the MNR’

Industry Relations Branch in Sault Ste. Marie.

MNR has accepted the OFAAB final report on
“Room to Grow” and will complete a detailed
implementation plan for the Forest Accord
commitments, including identification of
responsibilities and a proposed timetable. The
Provincial Wood Supply Strategy may be adjusted

pending the outcome of this implementation plan.

Methods and Data Sources

Each of the three regional reports within the
strategy contain a comparison between the forecast
of supply and the current demand level for each
management unit, aggregated to the regional level.
The data and analysis for each management unit, by
species group, may be found in Appendix 1.
Interested parties wishing to see the supply/demand
situation for any one management unit are directed

to Appendix 1.7 The regional summaries of this

6. Ontario Forest Accord Advisory Board. 2002. Room to Grow: Final Report of the Ontario Forest Accord Advisory Board on Implementation of the Accord. Ont.
Min. Nat. Res. Sault Ste. Marie, ON.

7. Appendix 1 is in the form of an Excel™ workbook containing wood supply, wood utilization and OFAAB data for the entire province. A pivot table in
the file allows the reader to view raw data and produce summaries and graphs for any management unit, region, species group and (in some cases)
product
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information are contained in Part 2. An analysis of
the major wood supply issues may be found in Part 3.

The supply forecasts were taken directly from
current approved forest management plans for each
of the region’s management units. In each case the
data source was the long-term forecast of available
volumes, using the selected management alternative.
The historical supply data that appears in bar form
on the graphs in Part 3 were obtained from the
management plans for each management unit for
the two previous five-year terms. The historical
harvest data, also in bar form on the graphs, was
derived from provincial scaling data, both PTSBS
and TREES.® The historical harvest represents
actual harvest volumes whereas the historical supply
data is derived from theoretical modelling exercises

within forest management planning.

On the demand side of the equation, the current
Ministry Recognized Operating Levels for forest
resource processing facilities (MROLSs)? were used
as the measure of current demand. MROLs are
broken down according to individual management
unit contributions, and these subsets were used as
the measure of demand on individual management
units. The MROL data that are shown in this
document and in Appendix 1 represent aggregated
data. The other variables that appear on the graphs
and in the datasets are the OFAAB baseline harvest
level, and the “Room to Grow” sharing threshold,
which at this time is 10 per cent over the OFAAB

baseline, as previously discussed in Part 1.

The OFAAB baseline for each of the three regions
was determined by taking the highest annual
volume cut in the five years ending March 31, 1999,
for each of six species groups.!” The year selected
was not necessarily the same for each species group,

making for an overall higher baseline than was
actually cut during the five-year period, but still
lower than the MROLs that were established for
the region. The OFAAB baseline for the region was
then apportioned back to the management units
using each unit's overall share of the five-year
harvest, and tested against that unit’s ability to meet
that level. In some cases, where a management unit
was unable to supply its past share of the regional
harvest, a portion of the OFAAB baseline was
transferred to another unit. All data were entered
into an Excel™ workbook, and a graph was created
to show the supply/demand situation and portray
the emerging trends. For the interested reader, the
Excel™ spreadsheet provided in Appendix 1 can be
used to produce customized graphs for any

management unit, region and species group.

Assessment of the Data Reliability
and the Assumptions

Understanding the conclusions also requires an
understanding of the data sources and their

accuracy and reliability.

On the demand side, there is a strong degree of
acceptance within the industry that MROLs
accurately reflect current mill demand, but they do
not necessarily represent future demand. The
analysis in this document was done so as to
determine the ability of the Crown forest to supply
the existing industry. MROLs are considered to be
accurate for this purpose. It is worth noting that
MROLs established before 1999 are generally
higher than actual consumption, a fact that should
lead to an underestimate of surpluses, at least where
surpluses have been forecast. Counterbalancing this
to some degree is the fact that MROL data does not

8. PTSBS was the MNR’s provincial timber scaling and billing system that was in used up until March 31, 1999. TREES is the current wood measurement
accounting system; the acronym stands for Timber Resource Evaluation System.

9. The MNR has established recognized operating levels for all of Ontario’s licensed mills based on their current capacity and historic consumption levels. A
number of factors, including markets, prices, labour and operating logistics, prevent mills from operating at their full productive capacity. MROLs tend
towards mill capacity but they are usually higher than actual usage. The MROL:s for individual mills are broken down by their various supply sources,
including Crown management units, private lands, federal lands, other provinces, and log imports from the United States. MROLs are updated every five
years or as needed to keep the Ministry apprised of current industrial demand. For complete information on MROLs, the reader should refer to Wood
Disposition Process and Regional Wood Supply and Demand Outlooks: Phase 1.

10. The six species groups are tolerant hardwoods, white and red pine, poplar, spruce-pine-fir (SPF), white birch and other conifers.

6
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exist for very small mills (mills consuming less than
1,000 m* annually)!! or for products like fuelwood
that are sold in an unprocessed form. MROLs will
often exceed actual consumption since the
operating level is a projected number and actual use
may be affected by extenuating factors such as

equipment breakdowns or work stoppages.

It is important to point out that no attempt was
made to forecast future demand levels, or to predict
future trends in the forest products sector. Nor has
the propensity of the industry to adapt to the type
of wood that is available been factored in. In recent
years new markets, new technologies and new
methods have allowed the industry to produce
highly desirable
undesirable wood. This is perhaps the most

products from previously
important trend in wood utilization, both in
Ontario and globally, and one that has prevented
some of the supply shortages that have been
predicted in the past from affecting the industry.
This forecast of future demand and trends is outside
of the scope of this strategy, however future demand
and trends may be examined in other MNR
initiatives such as the Forest Sector Strategy and
may result in adjustments to the Provincial Wood
Supply Strategy.

On the supply side, there is variability in the way
individual management plans arrived at their long-
term forecasts. All of them used current SFMM!
forecasting methods and the best information
available at the time, but not all of them had the
same information. Some used yield tables based on
local empirical data, and some used Plonski yield
tables! that were modified by the plan author or
planning team based on professional judgment.
Wood supply projections contained in this
document are based on existing forest management
plans and do not normally include the impact of
recent changes, such as recently approved forest

management guides. The plans also normally report

the available harvest without netting out supply that
may be uneconomic or infeasible to access because of
operational conditions. Both these factors may lead
to regional wood supply shortages sooner than
predicted. Individual management unit or company
woodsheds may also experience supply shortages
earlier and at a greater level than indicated on the
regional outlooks in Part 2 of this document.

Despite these challenges, it is safe to say that the
major wood supply issues that have been identified
are real issues and must be addressed. However, their
magnitude and timing should not be considered
precise. The quality of the information used to
forecast long-term wood supply is identified in this
document as one of the major issues, and several
strategies are presented to address it. Refer to the
Boreal Forest Issues and Strategies section found in

Part 3 for more discussion on this topic.

11. There is no requirement for mills consuming less than 1,000 m* of roundwood annually to be licensed.

12. SEMM is the strategic forest management model used in calculating allowable cuts on Crown land management units, and in making long-term wood

supply forecasts.

13. Plonski, W.L., Normal Yield Tible for Ontario, Dept. of Lands and Forests, Silviculture Series No. 2, Toronto, Ontario, 1960.




Provincial Wood Supply Strategy

PART 2. REGIONAL REPORTS

A. Northwest Region Report

The Forests of the Northwest Region

Northwest Region contains portions of two forest
regions: the Boreal Forest and the Great Lakes-St.
Lawrence Forest (GLSL). The Boreal Forest,
accounting for the majority of area in Northwest
Region, is characterized by extensive black spruce,
jack pine, and balsam fir stands as well as mixed stands
of conifer, poplar and white birch. Much smaller in
extent, the Great Lakes-St. Lawrence Forest extends in
a strip along the Ontario-Minnesota border west of
Thunder Bay (see Figure 2) and features a diversity of
conifer and hardwood species including white and red

pine, red maple, yellow birch, and ash.

Three major species groupings are used in the

Northwest Region to portray volume information:

Figure 2: Forest Regions of the Northwest

Boreal
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spruce-pine-fir (SPF), poplar and white birch (Po Bw),
and white and red pine (Pw Pr). Most of the forest
industry makes products that fall into these
groupings. Examples are SPF lumber, SPF pulp and
paper (Northern Bleached Softwood Kraft), poplar
lumber, poplar oriented strand board, poplar pulp,
and white or red pine lumber. White birch is used
in pulp production and is just beginning to be used
for lumber and consequently may warrant a

separation from poplar as a grouping.

Wood processing facilities in the region are mostly
large, commodity producing operations. Since the
operations are so large, it has been left to the
companies to make their own business arrangements
to ensure appropriate species, log sizes, and log
quality are delivered to the mills. For this reason, no
attempt has been made to categorize species groups

by product type.

The Forest Economy of the
Northwest Region

Forestry is a key driver of the northern economy and
is the major primary economic activity in Northwest
Region. In this part of the province, the industry
includes 13 sawmills (some of the largest in Ontario),
8 pulp and paper mills!* (some of the largest in
Canada), 4 composite board mills and an engineered
lumber mill, which opened in 2002. Refer to Figure 3
and Table 2 for the location and brief description of
significant Crown wood-using facilities in the
Northwest Region. A more extensive listing of forest
resource processing facilities in Ontario is currently
available on MINR’s Ontario’s Forests website within
the forest industry page. In addition, woodlands
harvesting, transportation and silviculture operations
occur throughout the region. The industry pays well
and employs individuals who reside in virtually every

community in the region.

A 1999 study completed by Lees and Associates!’
examined the economic contribution of the primary

forest products industry to Northwestern Ontario.

14. There is a 9th pulpmill in Thunder Bay that uses only recycled cardboard fibre.

15. W.L. Lees and Associates 1999, The Economic Contribution of the Primary Forest Products Industry to Northwestern Ontario, The Northwest Forest Network.
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Figure 3: Communities with Mills in Northwest Region

The study estimated that 15,300 full-time
equivalent jobs were provided by the forestry sector.
Some 14,900 people were engaged directly in
forestry activities, while 400 additional government
workers were employed in related fields associated
with forest management and fire fighting. Payroll

and benefits were estimated at $1.0 billion annually.

The industry is a major purchaser of goods and
services. The 1999 study estimated $800 million is
spent annually on goods and services within the
region, and about $250 million on capital
improvements, of which about $50 million was
retained within the regional economy. Indirect
employment, generated as a result of these

expenditures, suggested 1.25 indirect jobs would

Northwest
Region

Northeast

Region

result from each direct job. This multplier effect

resulting from 15,300 direct jobs would produce an
additional 19,100 full-time equivalent jobs for a total
of 34,400 jobs directly and indirectly associated with
the forest industry. Evidence of the significant impact
of the primary forest industry in the north is provided
by the number of single industry communities that are

wholly reliant on this sector for the jobs it provides.

The 1999 study further estimated that each 1,000 m*
of wood harvested generated 3.1 person years of
employment, $164,000 in expenditures for labour,
goods and services, and $55,000 in industry contributions
to government. This is further evidence of the

importance of forestry to the economy of the region.
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Table 2: Companies and Mills in Northwest Region

Company

Abitibi-Consolidated Company of Canada
Abitibi-Consolidated Company of Canada
Abitibi-Consolidated Company of Canada
Ainsworth Engineered Corp.

Atikokan Forest Products Ltd.

Bowater Canadian Forest Products Inc.
Bowater Canadian Forest Products Inc.
Bowater Canadian Forest Products Inc.

Buchanan Northern Hardwoods Inc.

Cascades Fine Papers Group Thunder Bay Inc.

Devlin Timber Company (1982) Limited
Fibratech Manufacturing Inc.
Great West Timber Limited
Kenora Forest Products Ltd.
Kimberly-Clark Inc.

Levesque Plywood Limited
LKGH Contracting Ltd.

Long Lake Forest Products Inc.
Longlac Wood Industries Inc.
Manitou Forest Products Limited
McKenzie Forest Products Inc.
Nakina Forest Products Inc.
Norampac Inc.

Northern Sawmills Inc.
Weyerhaeuser Company Limited
Weyerhaeuser Company Limited
Weyerhaeuser Company Limited

Location

Fort Frances
Kenora
Thunder Bay
Barwick
Atikokan
Thunder Bay
Thunder Bay
Ignace
Thunder Bay
Thunder Bay
Kenora
Atikokan
Thunder Bay
Kenora
"Terrace Bay
Nipigon

Red Lake
Longlac
Longlac
Emo
Hudson
Nakina

Red Rock
Thunder Bay
Dryden

Ear Falls

Kenora

Products

SPF pulp and paper; Po pulp
Spruce paper

Spruce paper

Po oriented strandboard
SPF lumber and chips

SPF and Po pulp and paper
SPF lumber and chips

SPF lumber and chips

Po and Bw lumber and chips
Fine paper

SPF lumber, Pw Pr lumber and chips
Po and conifer particleboard
SPF lumber and chips

SPF lumber and chips

SPF and Po pulp

Po Plywood

SPF lumber and chips

SPF lumber and chips

Po plywood and strandboard
SPF lumber, Pw Pr lumber and chips
SPF lumber and chips

SPF lumber and chips
Linerboard

SPF lumber and chips

SPF and Po pulp and paper
SPF lumber and chips

Po strand lumber

10
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The Long-Term Forecasts for
Industrial Wood Supply and
Utilization in Northwest Region

Past Harvesting, Current Demand, and
Future Supply

The following section describes past harvesting,
current demand and future supply issues in
Northwest Region on the basis of the following

major species groups:

* Spruce-pine-fir;
* Poplar; and,
e White birch.

Spruce-Pine-Fir

Figure 4 illustrates the relationship between wood
supply and demand for spruce-pine-fir (SPF) at the

regional level. It presents supply information
obtained from forest management plans across the
region, together with industrial demand and use.'®
"This chart presents the dynamics of past use, current
demand and future supply, all relevant factors in any

discussion of wood supply and demand forecasting.

Historic Crown wood supply, shown as the black
columns (red if viewed in colour version) on the
graph, represents a summary of individual forest
management plans averaged for the two five-year
periods 1990-94 and 1995-99. This forecast suggests
that Crown wood supply decreased during the
decade of the 1990%. The reduction is attributable in
part to the impact of habitat management guidelines
and the expansion of Wabakimi Park, which resulted

in a smaller landbase for industrial forest use.

At the same time, however, actual wood utilization

by the forest industry increased during the 1990's.

Figure 4: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Northwest Region — Spruce, Pine, Fir
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16. For a definition of supply and demand and for an explanation of the data sources used, please refer to Part 2.
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The two white columns in Figure 4 illustrate the
increasing use of Crown wood as a result of
additional capacity associated with both existing and
new facilities constructed during the decade. The
final phases of SPF facility expansion ended in 2003
as certain sawmills finished expansion projects that
began in 1998.

The demand for Crown origin SPF in 2000 was
10,250,000 m*/year, and this volume has been
projected forward as a continuous demand. Included
in the demand figure are the requirements of new
and expanding mills that remain under construction.
There is a delay in the actual harvest levels until
these facilities achieve their full operating potential.

This analysis makes no attempt to separate the
demand for SPF by product type (pulp and sawlogs).
The sawmills and pulpmills in the region are highly
integrated, meaning that sawmills receive a high
proportion of the roundwood from which lumber and

chips for pulpmills are produced. This level of
integration means that sawmills are able to sort
through large volumes of logs and treelengths in order
to separate the larger diameter pieces for lumber
production. In addition, high volume sawmills have an
increasing ability to utilize smaller diameter logs in
specialized saw lines. In combination, these sawmill
characteristics have had the effect of reducing the need

to separate wood demand and supply by product types.

The SPF projected wood supply shows a small
surplus in 2000 (difference between 10,824,600 and
10,250,000 m?) that is projected to disappear. A gap
between supply and demand becomes apparent by
the year 2015.

Poplar

The poplar comparison chart (Figure 5) is
structured similarly to the SPF chart. However,

there is a large difference between the average wood

Figure 5: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future Harvest

Wood Supply in Northwest Region — Popla
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utilization in the 1995-99 period (approximately 2
million m?) and the current MROL level that is
shown as 3.7 million m®. Since poplar had been
under-utilized, a process was implemented to
establish new facilities. The result was several new
mills that boosted the poplar demand to the new
level. The last of the new facilities is the strand
lumber facility in Kenora, which was operational by
October 2002. Actual poplar harvest levels will
increase correspondingly as the mill achieves its
operational potential during 2004.

White Birch

The comparison chart for white birch (Figure 6)
shows a historically under-utilized species. The
current demand for white birch is 614,000 m*/year
and the industry is continuing to increase its use.
The long-term supply of birch is greater than the
demand, suggesting there is some room for growth

in the use of this species.

The 1999 OFAAB benchmark was set very low in
comparison to the current demand level. The
process used to set the benchmark recognized the
actual usage of birch during the 1995-99 period,
which was much lower than the MROL levels.
Actual usage of birch has continued to increase as
those facilities to which the wood has been allocated
have adjusted their processes accordingly.

Emerging Utilization Trends

In Northwest Region, there are a number of trends
emerging with respect to wood utilization.
Evidence suggests better use is being made of all
boreal species. In addition, advances in harvesting
technologies and mill diversification have had a
profound influence on overall wood utilization
throughout the region. These trends are discussed

in detail under the following headings:

e Full Use of Allowable Harvest;

Figure 6: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future Harvest
Wood Supply in Northwest Region — White Birch
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¢ Chips at Pulpmills;

* Integration Among Sawmills and Pulpmills;
and,

* Increasing Ultilization of the Available Harvest

Volume.

Full Use of Allowable Harvest

Since 1994, MNR has been working toward the
development of a full range of forest products and
related economic opportunities throughout the
Northwest Region. Unused volumes of timber were
identified and businesses have been developed to
use them. This has resulted in the building of new
conifer sawmills at Ear Falls, Longlac and Nakina, a
hardwood sawmill at Thunder Bay, a panel board
mill at Barwick, a strand lumber mill at Kenora, and
the expansion of conifer sawmills at Red Lake,
Hudson, Atikokan, and Thunder Bay. While these
new enterprises were being developed, the Wabakimi
Park expansion was being finalized (1995) and
Ontario’s Living Legacy was being implemented
(1999). MNR’ development of economic
opportunities and the expansion of Ontario’s system
of parks and protected areas have resulted in a full
allocation of the allowable harvest of the major
species with the exception of white birch, which is
approximately 50 per cent allocated.

Chips at Sawmills

Pulpmills in Northwest Region have been increasing
their capacity to accept chips instead of roundwood
at the mill gate. With the exception of pulpmills that
use grinders to produce pulp (spruce at Abitibi-
Consolidated Company in Thunder Bay, Fort
Frances and Kenora, and at Bowater in Thunder
Bay; poplar at Abitibi-Consolidated Company in
Fort Frances and Cascades Fine Papers in Thunder
Bay), this has resulted in a very high proportion of
pulpmills accepting only chips. The importance of
this trend to the region as a whole is discussed more
fully in the following section.

Integration Among Sawmills and
Pulpmills
Accepting chips at pulpmills has encouraged a high

reliance on sawmills as a provider of raw materials.

When the recent Bowater sawmills are fully
operational, about 72 per cent of the roundwood
harvested in the region will pass through sawmills
for conversion to lumber and chips. Before this
development, sawmills had some difficulty selling all
of the chips made during the production of lumber.
This integration between sawmills and pulpmills has
strengthened the sawmill industry by reducing
uncertainty around the sale of chips, although it has
increased the reliance of pulpmills on sawmills.

Increasing Utilization of the Available
Harvest Volume

Bush chippers that convert full trees to chips by
delimbing, debarking and chipping at the roadside
allow almost all of the bole and larger branches of
both conifer and poplar to be used. Despite the fact
that extra care must be taken to separate sawlogs
and veneer logs from treelengths before they are
chipped, studies conducted by MNR for wood
measurement and valuation purposes show that
some 10 per cent more wood can be recovered from
conifers, and up to 20 per cent more wood from
poplar trees that are bush chipped.

The use of white birch has been increasing at
pulpmills and in one sawmill in the region. The
acceptance of birch sawmill chips by pulpmills has
improved the economics of birch lumber production
and white birch is expected to penetrate the lumber

markets over time.

Throughout the region, mills have adjusted to
changes in available wood supply. As a result of a
limited supply of red and white pine, mills that
relied on these species have diversified to others
including jack pine and white spruce. In addition,
larch that was once shunned by pulpmills has
become a normal part of the conifer species used by
some kraft pulpmills. Despite the fact that larch
cannot be included by area sawmills in the SPF
lumber definition, acceptance of larch has
somewhat improved the wood supply in the region.

Opverall, better utilization of tree species will lend
itself to the development of merchandizing facilities
(at mill yards or independent locations) where

treelengths will be broken down into desirable
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products and then shipped to the appropriate mill.
Likely merchandized products are veneer (mostly
poplar and birch), sawlogs (mostly white, red and
jack pine, white spruce, poplar and some white
birch), oriented strandboard logs (poplar and white
birch), and pulpwood of all species that may be
shipped as roundwood or chipped. The smallest tops
that were previously too short for transporting by
pulp truck can be chipped and transported in vans.
Merchandizing will not only get the right product
and species to the right mill, it will also increase the

total volume recovery from a harvested area.

B. Northeast Region Report

The Forests of the Northeast Region

The forests of the Northeast Region include portions
of three forest types: the Claybelt/ Northern Forest
and the Central Boreal Forest, which both belong to
the Boreal Forest Region, and the Great Lakes-St.
Lawrence Forest Region (see Figure 7). These forest
cover types conform to the broad soil and climatic

zones found in this part of the province.

Claybelt/Northern Forest

This type of forest is defined by its deep lacustrine
clay soils with organic accumulations on the
lowland sites. It is dominated by large expanses of
lowland black spruce in the north with an increasing
proportion of uplands dominated by aspen poplar in
the south. White birch, larch, balsam poplar and
balsam fir are found to a lesser extent throughout
the area. Infrequent areas of sandy and coarse soils

are dominated by jack pine.

Opver the last 100 years, human activity (settlement,
fires and logging in particular) has had a profound
effect on the forests of this area. One result is the
increased prevalence of poplar in the region.
During the 1980s and 1990s, forest managers set
planning objectives to reverse this trend through
active conifer silviculture programs. There has,
however, been an increasing emphasis on natural
regeneration and mixed wood management in the

last five years.

The forest tent caterpillars have heavily defoliated
the aspen forests in this area over the past several
years. This defoliation has been linked to approximately
450,000 ha of severely declining aspen. As of this
writing, the full impact on long term poplar wood

supply in the region has yet to be determined.

Central Boreal Forest

The Central Boreal Forest region is characterized
by till deposits, sands, and coarse soils, together
with frequent rock outcrops and ridges. Here a
moderate climate prevails and growing conditions
tend to be more favourable and more productive
than the claybelt described above.

Mixed forests of conifer and hardwoods dominate
the landscape, together with extensive forests of
even-aged jack pine on well-drained sandy soils.
This forest area contains a greater diversity of tree
species than the claybelt and includes a significantly
larger proportion of white birch. Toward the
southern reaches of this area, the forest exhibits a

transition toward species found in the Great Lakes-

Figure 7: Forest Regions of Northeast Region
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St. Lawrence Forest. Here, white and red pine and
hard maples are found in scattered locations.

Similar to the claybelt, the central boreal forest has
succeeded toward a higher proportion of hardwoods,
including both white birch and poplar. Limited
silvicultural activity following forest harvesting
during the period from about 1900 to about 1975
produced sizeable areas of degraded, low-volume

hardwood forest.

Silvicultural activity and the success of forest
regeneration programs has increased significantly
since the 1970s. This positive trend began with larger
silvicultural budgets as a result of the Forest
Production Policy of the 1970s, and continued with
the signing of Forest Management Agreements in the
1980s and the advent of the Forest Renewal Trust
Fund in the1990s.

Great Lakes-St. Lawrence Forest

The Great Lakes-St. Lawrence Forest is
characterized by a transition from boreal forest
types in the north, to increasing amounts of white
pine/red pine and tolerant hardwoods in the south.
The underlying geology consists of deep till soils
and rocky broken terrain with shallow coarse soils.
While the area contains a diverse mix of species,
many of the tolerant hardwoods are of low grade.
This has resulted from past high-grading practices
and the fact that the hardwoods are located near the
northern limit of their climatic range.

Over the past 100 years or more, the amount of
white and red pine has been greatly reduced as a
result of three key factors:

1. Reduced fire prevalence in the forest, which
leads to succession toward tolerant hardwoods;

2. Past harvesting practices which concentrated
on removing high-value trees; and,

3. A subsequent lack of regeneration of the pine.

The issue of white and red pine regeneration has
been addressed in recent forest management plans
with objectives included for pine restoration.
However, the existing pine resource is old and not

as prevalent as in the past. Hard maple and yellow

birch stands have been degraded through successive
high-grading operations. This has begun to be
addressed within the last 10 to 20 years through the
establishment of proper tree-marking standards and
stand improvement efforts. This change in
management means there will be a continued
shortage of sawlog supply relative to the amount of
low-grade hardwoods, at least for the short term,

but the supply should improve in the long term.

Species Groups and Product Categories

There are five major species groupings that are used
in the Northeast Region to portray volume
information: spruce-pine-fir (SPF), poplar (Po),
white birch (Bw), white and red pine (Pw/Pr), and
tolerant hardwood (Mh/By). Most of the forest
industry makes products from these species
groupings. Examples are SPF lumber, SPF pulp and
paper (Northern Bleached Softwood Kraft), poplar
veneer panels, poplar oriented strandboard, poplar
pulp, white or red pine lumber, and maple and birch
veneer and lumber. A small proportion of white
birch has traditionally been harvested for veneer,
but this species is just beginning to be used for OSB
and other specialty products.

Wood processing facilities in the region are mostly
large, commodity-producing operations. Since the
operations are so large, it has been left to the
companies to make their own business arrangements
to ensure the appropriate species, log sizes and log
quality are delivered to the mills. For this reason, no
attempt has been made to categorize species groups
by product in this part of the report. However,
MNR staff do work with individual companies to
ensure wood directives set out by the Minister are
met, when this becomes a concern. Although there
is some consensus on product quantities or
percentages in some sectors, this information has
not generally been incorporated into forest
management planning, and so this product
information is not consistently available for our
analysis of wood supply in the Northeast Region.
Therefore, product supply issues have not been
closely examined in building the Northeast
strategies. This issue may be investigated in future
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versions of the strategies and has been included in
Part 5 on Future Considerations.

The Forest Economy of the Northeast
Region

Forestry is a key driver of the northern economy and
the forest industry is the major primary economic
activity in the Northeast Region. In this part of the
province, the industry includes 24 sawmills (ranging
from large SPF mills to small hardwood mills in the
southern part of the region), five pulp and paper
mills, three oriented strandboard mills, six
veneer/veneer panel mills, and three composite
board mills. See Figure 8 and Table 3 for the

location and brief description of significant Crown

Figure 8: Communities with Mills in Northeast Region

wood-using facilities. A more extensive listing of
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The forest industry is a significant employer in the
majority of the communities throughout Northeast
Region. Not only does the industry offer its
employees relatively secure employment tenure, but it
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Table 3: Companies and Mills in Northeast Region

Company

Abitibi-Consolidated Company of Canada
Birchland Veneer Limited
Boniferro Mill Works Inc.
H & R Chartrand Limited

Cheminis Lumber Inc.

Levesque Plywood Limited

Levesque Plywood Limited
Columbia Forest Products Ltd.

Domtar Inc.

Domtar Inc.

Domtar Inc. — McChesney Division

Domtar Inc.

Domtar Inc.

Dubreuil Forest Products Limited
Elk Lake Planing Mill Ltd.
(Liskeard Lumber & Domtar)

Excel Forest Products
Extreme Timber

Forest Ply Industries

R. Fryer Forest Products Limited
Gervais Forest Products Ltd.
Gogama Forest Products Inc.
Goulard Lumber (1971) Ltd.
G-P Flakeboard Company

Grant Forest Products Inc.

Grant Forest Products Inc.

Isidore Roy Limited
Lahaie Lumber Ltd.

Lecours Lumber Co. Limited
Little John Enterprises Ltd.
Mainville Lumber Company Limited

Marathon Pulp Inc.

Midway Lumber Mills Ltd.
Olav Haavaldsrud Timber Company Ltd.

Nipissing Sawmill Ltd.
Norbord Industries Inc.

Northern Pressure Treated Wood Ltd.
Pineal Lake Lumber Company Ltd. (Mason Windows)
Portelance Lumber (Capreol) Ltd.

Location

Iroquois Falls
Thessalon

Sault Ste. Marie
Noelville (Sudbury)

Larder Lake (Kirkland Lake)

Hearst

Hearst

Rutherglen (Mattawa)
Espanola

Nairn Centre (Espanola)
Timmins

Chapleau

White River
Dubreuilville

Elk Lake

Opasatika

Mattice (Hearst)
Blind River
Monetville (Sudbury)
Falconbridge (Sudbury)
Ostrom

Sturgeon Falls

Sault Ste. Marie
Timmins

Englehart

Sturgeon Falls

Alban (Sudbury)
Calstock (Hearst)
Timmins

Chelmsford (Sudbury)
Marathon

Thessalon
Hornepayne

North Bay

Cochrane

Dobie (Kirkland Lake)
Chapleau

Capreol

Products

Spruce newsprint and paper

Maple & birch veneer

Maple, birch & oak lumber

SPF & white/red pine lumber

SPF lumber and chips

Hardwood overlay plywood; poplar and
birch veneer

Particle board

Maple & birch veneer

Softwood and hardwood bleached pulp

SPF lumber and chips

SPF lumber and chips

SPF lumber and chips

SPF lumber and chips

SPF lumber and chips

SPF lumber and chips

SPF lumber and chips

Cedar mill (shingles)

Poplar and softwood veneer plywood
White/red pine, maple, birch & SPF lumber
Maple, birch, white/red pine & SPF lumber
SPF lumber and chips

White/red pine and SPF lumber

MDF panels

Poplar and birch oriented strandboard
Poplar and birch oriented strandboard

SPF and white/red pine lumber

White/red pine, SPF, maple & birch lumber
SPF lumber and chips

SPF lumber and chips

SPF & white/red pine lumber

SPF & poplar kraft pulp

Maple, birch, white/red pine & SPF lumber
SPF lumber and chips

Maple, birch, white/red pine & SPF lumber
Hardwood overlay plywood

Poles & lumber - red & jack pine

Specialty white pine lumber

White/red pine & SPF lumber

Continued
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Table 3: Companies and Mills in Northeast Region Cont.

Company

Precut Hardwood Inc.

St.Marys Paper Ltd.

Superior Hardwood Veneer Ltd.
Tembec Industries Inc.

Tembec Industries Inc.

Tembec Industries Inc.

Tembec Industries Inc.

Tembec Industries Inc

Tembec Industries Inc.

Tembec Industries Inc.

Tembec Industries Inc.

Tembec Industries Inc.

Uniboard New Liskeard Inc. (Rexwood)
Weyerhaeuser Company Ltd.

Location

North Bay
Sault Ste. Marie
Sault Ste. Marie

Products

White birch pallet stock & fire wood

Spruce, fir and poplar supercalendered paper

Maple & birch veneer

Maple, other tolerant hardwoods, white
birch, white/red pine & SPF lumber

Smooth Rock Falls SPF kraft pulp
Cochrane SPF lumber and chips
Kapuskasing SPF pulp and paper
Kapuskasing SPF lumber and chips
Hearst SPF lumber and chips
Kenogami SPF lumber and chips
Mattawa

Timmins SPF lumber and chips
Chapleau SPF lumber and chips
New Liskeard Composite board
Limer (Wawa)

Poplar & birch oriented strandboard

communities through both the tax base and
voluntary contributions. In 1999, a study was
completed by Lees and Associates that examined the
economic contribution of the primary forest
products industry to Northwestern Ontario. The
study estimated that each 1,000 m’ of wood
harvested generated 3.1 person years of employment,
$164,000 in expenditures for labour, goods and
services, and $55,000 in industry contributions to
government.!” The results of this study apply to a

similar degree in the Northeast Region as well.

The Long-Term Forecasts for
Industrial Wood Supply and
Utilization in Northeast Region

Past Harvesting, Current Demand, and
Future Supply

The following section describes past harvesting,
current demand and future supply issues in
Northeast Region on the basis of the following

major species groups:

* Spruce-pine-fir;

¢ Poplar;

e White birch;

* White pine/red pine; and,
¢ Tolerant hardwoods.

Spruce-Pine-Fir

The wood supply and demand chart, (see Figure 9),
illustrates the relationship between wood supply
and demand for spruce-pine-fir (SPF) at the
regional level. It presents supply information
obtained from forest management plans across the
region, together with industrial demand and use
information.'® Figure 9 illustrates the dynamics of
past use, current demand and future supply, all of
which are pertinent to the discussion of wood

supply and demand forecasts.

Crown wood supply, shown as the black columns
(red if viewed in colour version) on the graph in
Figure 9, represents a summary of individual forest
management plans averaged for the two five-year
periods 1990-94 and 1995-99. The five-year wood

17. W.L. Lees and Associates 1999, The Economic Contribution of the Primary Forest Products Industry to Northwestern Ontario, The Northwest Forest Network.

18. Part 1 contains supply and demand definitions as well as an explanation of the data sources referred to here.
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Figure 9: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future Harvest
Wood Supply in Northeast Region — Spruce, Pine, Fir
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supply projections have been steadily declining for
the past decade. This decline in available harvest

volume is attributed to five factors:

e Land withdrawals from the area available for

forest management;

New forest management guidelines;

More rigorous application of existing guidelines;
Past harvesting and silviculture practices; and,
An aging forest and a consequent general
decline of merchantable volumes due to an

overmature forest.

At the same time however, actual harvest level has
been increasing during the 1990's (white columns
on graph). This reflects a general trend toward
more complete utilization of the available supply,
stronger market demand, and better prices for

lumber and paper.!” Modernization of some

facilities during the 1990s has also contributed to
this trend. The difference between the Crown wood
supply and the actual wood utilization in the graphs
represents either surplus wood that was not utilized
during the five-year periods, or the differences
between theoretical predictions of volume and the
actual harvest volumes.

The demand for SPF in the Northeast Region was
8,366,000 m*/year in 2000, (based on MROLs), and
this volume has been projected forward as a
continuous demand. The SPF wood supply
currently equals the demand. Within five years,
however, wood supply, based on current modelling,
is predicted to decline below demand.

The gap that has been forecast between wood
supply and the industrial demand for fibre has been

recognized and debated for the last decade or more.

19. Lumber prices improved from the early 1990s and showed much better return during the mid to late 1990s.
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While it results from a number of factors, the
fundamental reason for this approaching gap is a
significant age class imbalance. The dominant age
class on the landscape of Northeastern Ontario has
been mature and is now slipping from mature to
over-mature. The level of industrial wood
consumption has increased over the past 50 years in
response to this abundance of mature forest. The
philosophy has been “use it rather than lose it to
natural decline.” Forest managers have attempted
to achieve a balance, at the management unit level,
between consuming the surplus of old wood,
retaining a consistent supply of wood in the long
term and retaining mature forest for non-
consumptive forestry objectives. Even so, forest
management plan modelling forecasts that the
existing industrial capacity will exceed the supply of

wood beginning about 10 years hence.

The predominance of old forest in the region stands
in marked contrast to the relative scarcity of mid-
aged forest (i.e. 20 to 60 years old). Ironically, this
aging of the forest can be related to a conservative
approach to wood supply in the first half of the
century together with an aggressive and successful
fire suppression strategy. Prior to 1970, human
disturbance in the forest through timber harvesting
was considerably less than today, while fire control
has reduced the natural renewal of forests over the
past 50 years. Less human disturbance in the forest
meant that forests were not renewed at today’s
levels. Rates of forest renewal prior to 1980 were
insufficient to produce the supply of young conifer
forest that will be needed to sustain current
utilization levels during the next 20 to 40 years. As
a result, forest managers will need to be innovative
to maintain current wood supply levels. The
strategies included in this document will assist with
this innovation. Individual companies will address
the forecast wood supply shortages through their
own sets of strategies.

There are a number of factors that influence the
relationship between wood supply and demand.

Some of these include:

* Economic, social and technological changes;
* Policy decisions;

* Changes in inventory, growth and yield
estimates; as well as,
* Impacts resulting from international market

forces.

Economic and technological changes can affect
wood supply by increasing the utilization of
available fibre (e.g. smaller tops, harvesting of low
volume stands and utilization of species like white
birch). However, societal demands can also
influence the supply and demand equation if
concerns are raised respecting industrial use of the
public forest resource. The movement toward
ecosystem-based management of the forest has
reduced the supply of wood available to industry.
For example, it has led to more protected areas, an
emphasis on wildlife habitat management and the

retention of older forest age classes.

There has been growing societal pressure to
increase the protection of non-timber values and
accommodate the needs of other users of the forest.
The resulting policy changes affect wood supply
and demand. The development of new forest
management guidelines, together with the more
rigorous application of existing guidelines has
reduced available wood supply in the past, and may
be expected to depress future wood supply as new
forest management plans are written. Future policy
changes or increases in wood utilization are not
commonly factored into wood supply modelling for
forest management planning. The strategies
presented in Part 3 look at opportunities both to fill
the gap between supply and demand and to replace
volume that may be lost to industry as a result of

future policy changes.

The relationship between wood supply and demand
is also affected by changes in inventory, growth and
yield estimates, and methods of analysis. Methods
of analysis have become increasingly complex as
managers apply advanced modelling techniques to
document the interaction of natural and human
forces in the forest. The development of spatial
decision support systems may be expected to bring

new changes to the supply equation.
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In addition to economic, technological and social
change and changes to the policy and analytical
environment, wood supply and demand is affected
by international market forces. In Ontario, as
elsewhere, the wood products industry competes in
an international market to sell its products. The
industry must constantly strive to improve its
efficiency and increase its productive capacity in
order to survive. These efforts require continued
operational improvements in efficiency and
effectiveness at the individual mill level and may lead
to requests for an increase in total fibre supply, an
increase in mill productivity, or a rationalization of
wood flow among mills. Forest industry certification
is increasingly affecting how industry operates in the

forest and may have an influence on wood supply.

Supply numbers are determined by a consultative
process that involves setting objectives, conducting
forest management modelling, and analyzing
management alternatives on individual management
units. Each management unit has its own
characteristics, marked by times of surplus and
supply shortages. Individual mills will be challenged
to address the supply surpluses and shortfalls.
While this report recognizes these challenges, it
focuses on region-wide strategies and does not
address individual mill supply issues. However, the
strategies will often be implemented at the local
level and will help mitigate local supply issues.

For the Northeast Region, the approaching gap
between wood supply and demand is most significant
for the conifer-based industry. Similar concerns
however, are also an issue for the poplar-based industry.
These challenges are discussed in detail below.

Poplar

As illustrated in Figure 10, the relationship between
wood supply and demand for poplar is similar to that
of SPE, with an anticipated supply gap occurring
within 15 years. The reasons for this supply gap are
the same as those described above for the SPF
supply gap. However, there are nine significant
differences between these two major species groups:

¢ Shorter History of Harvesting: Poplar
harvesting began about 40 years ago and only

became significant in the past 20 years. The
knowledge of silvics and growth and yield for
this species is also more recent. Generally,
poplar was given little management attention
until the beginning of the 1990s.

Harvesting and Silviculture Practices: Harvest
and silviculture practices for all species groups
from the 1920s to about 1980 created a greater
presence of poplar and birch on the landscape,
both in pure and mixed forest stands. This has
created a variety of mid-age forests. Some
stands are well-stocked and very productive,
while others are poor quality, low-volume
stands growing off-site or degraded through
past high-grading practices.

Rapid Decline in Poplar: Poplar forests tend to
break-up and lose both quality and volume
rapidly once they pass maturity. As a result,
poplar generally does not store well on the
stump, although there are large geographic
differences with respect to age of decadence.
This characteristic of rapid decline accentuates
the problem of determining reliable volume
estimations as upland boreal forests age.

Forest Management Dynamics: Mixed forests
of poplar and conifer are important to the
supply for both species groups and are often
the most productive sites in the boreal forest.
Because the consuming mills generally use only
one species group, there is an ongoing tension
over the management of these forest types. The
management and dynamics of these forest types
are more complex and less understood than
those of the pure species forest types.

Large Areas of Decadent Poplar: Large areas of
poplar which developed after massive fires in the
early part of the 20th century are beginning to
become decadent. They will pass quickly
through forest succession processes over the next
20 years.

Implications of Poplar Decline: The forest tent
caterpillar has unexpectedly become a significant
factor in the health of poplar. Poplar stands
across extensive areas of the Claybelt Forest of
the northeast have experienced 60 to 90 per cent
mortality. There are indications that this
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infestation is continuing to move throughout the
northeast and may cause unprecedented
reductions in poplar wood supply. Analysis
carried out in 2001 indicates a supply reduction
of about 150,000 m* during the low point in the
supply forecast - about 20 years hence. Surveys
conducted in 2002 and 2003 indicate a further
one-third increase in area of poplar decline each
year and therefore a further reduction in long-
term wood supply. The degree of the long-term
impact on poplar supply is uncertain and needs
to be further investigated. The success of poplar
regeneration in the areas of decline is also needs
to be assessed. Natural regeneration of poplar
cannot be assumed in these areas of poplar
decline since the root systems of the mature trees
are usually depleted of their energy reserves.

e Commitments to Industry: Poplar commitments

to industry were greatly increased during the

1990s. That capacity has not been completely
realized. Although supply does not drop below the
OFAAB Benchmark or Sharing Threshold, it does
drop below the level required to meet current
industry commitments.

Poplar Supply & Commitments: When examined
on a regional basis, both the projected supply of
poplar and the poplar commitments to industry
exceed the OFAAB Benchmark and Threshold
level for sharing under the “Room To Grow”
policy framework. (See the discussion of birch
below.)

Private Land Wood Supply: From the 1990s to
the present, the industry using poplar in the
Northeast has consistently substituted wood
harvested from private land for Crown sources.
This unregulated harvest on private land may
not be sustainable, and the industry will likely

require the full use of its Crown poplar

Figure 10: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Northeast Region — Poplar
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commitments within a few years. In the

meantime, Crown commitments are not being
fully utilized.

Poplar shares many of the same supply problems as
SPE in particular, the age class imbalance. While
poplar grows and regenerates quickly after harvest,
it also declines quickly, resulting in supply predictions

that are less certain.

In the Northeast Region, poplar is used for veneer
(i.e. plywood), composite (i.e. OSB), and pulp.
Although this report has not differentiated between
these products, individual forest management plans
set objectives for each of these product types.
Shortages of veneer supply are likely to occur
before any shortages in composite or pulp material.
This is the result of the aging and decline of the
current poplar resource, combined with the
probability of a reduced age of harvest in the future.

As with the conifer based industry, economic and

technological changes are expected to increase the

use and utilization of available fibre.

White Birch

The comparison chart for white birch (Figure 11)
shows a historically under-utilized species. Attention
to its growth and yield, and its management, lag
behind both SPF and poplar. Supply estimates are
consequently less reliable than the other major

commercial species.

A large amount of the white birch in the Northeast
Region exists in high-graded stands and poor quality
second-growth forest, or low-quality stands growing
on shallow soils. Some of the forecast wood supply
decline noted in Figure 11 is due to objectives within
forest management plans to convert these poor
quality forest areas to conifer and mixed woods.

The majority of the birch demand, shown as the
regional MROL, involves recent commitments to

Figure 11: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Northeast Region - White Birch
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industry. This industrial use is forecasted and mill
capacity is not yet in place, causing a short-term
surplus of this product. Traditionally, birch areas have
been harvested both for the conifer content within
the stands and the small percentage of veneer quality
logs — often less than one per cent — but not the lower
grade of logs. The majority of the birch has not been
used in the past. However, the trend toward complete
utilization of the birch resource will produce
opportunities for better quality birch regeneration.
"This change will also increase the amount of SPF and
poplar produced as incidental volume.

The Ontario Forest Accord Advisory Board benchmark
for white birch is set at 229,000 m’/year in the
Northeast Region. Since the long-term harvest
supply for this species exceeds the “Room to Grow”
threshold by a factor of more than four times, there
may be implications for sharing wood supply as
described in the “Room to Grow” policy framework.
This may have implications for the projected

industrial supply of this species. A similar situation
exists for poplar and white and red pine in the
Northeast Region. Discussions on sharing for these
species may proceed once the Forest Accord
implementation package and details have been

finalized and approved.

White Pine/Red Pine

The occurrence of white and red pine across the
region is limited. However, it is a significant high-
value product for a number of sawmills in the
Highway 17 corridor between North Bay and Sault
Ste. Marie. The current demand for sawlog quality
pine exceeds supply, even though Figure 12 indicates
supply and demand are approximately equal. The
advanced age and marginal state of the pine resource
has created a high ratio of cull and pulp grade wood
compared to sawlogs. With a limited pulp market,

there is a surplus of low-grade pine.

Figure 12: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Northeast Region - White Pine/ Red Pine
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Figure 12 indicates that the predicted wood supply
threshold.

Unfortunately there is a small surplus of low-grade

approximately equals the sharing
pulp wood and a real shortage of sawlog pine. Also, a
significant proportion of the pine in the Northeast
Region has been harvested traditionally from non-
pine stands (i.e. incidental within other forest types),
and this pine is becoming increasingly unavailable
because of tree retention guidelines. This will
further accentuate the future shortage of sawlog

pine.

Although pine remains an important part of the
sawmill business, most mills in the Northeast
Region that traditionally relied on white and red
pine have diversified to a wide range of species

including jack pine and white spruce.

Tolerant Hardwoods

Like white and red pine, tolerant hardwoods make up
only a small part of the Region’s forests, accounting for
less than five per cent of wood supply overall. The
productive tolerant hardwood sites occur only in the
Great Lakes-St. Lawrence Forest along the southern
fringe of the Northeast Region, as shown on Figure
13. For many years, tolerant hardwoods have been the
source of supply for sawmills and veneer mills along
the Highway 17 corridor, stretching from Mattawa to
Sault Ste. Marie.

Figure 13 shows the current hardwood supply to be
well above the level of demand, and well above the
“Room to Grow” Sharing Threshold. As in the
Southern Region, however, this surplus is confined
to low-grade hardwoods, while veneer and sawlog
supply is in a deficit situation. The problem stems
from the fact that these species are growing at the
northern extremity of their range, where log quality
is generally poor. This deficit has been aggravated
by high-grade logging practices used in the past.
Today, proper tree marking and stand management
practices have further constrained the short-term

veneer and sawlog supply for the remaining

facilities, since application of these practices have
increased the ratio of pulp wood to sawlogs.

The solution to the veneer and sawlog shortage lies
in developing new markets for the surplus low-
grade material. The recent NE/SC Hardwood
Project was unsuccessful in its attempt to attract
new industries to use this surplus wood, or to have
one of the existing pulp users expand production.?’
Moreover, it is unlikely that another effort like the
NE/SC Hardwood Project would be fruitful during
the next five years without some fundamental
change in the economy or market forces.

A more complete discussion of tolerant hardwoods
may be found in the Southern Region section of this
document. Part 3 contains strategies developed for
the hardwoods and pines of the Great Lakes-St.
Lawrence area of the Northeast Region. The issues
and strategies for tolerant hardwoods and white and
red pine may be examined more thoroughly in future
versions of the Provincial Wood Supply Strategy.

Emerging Utilization Trends

In the Northeast Region, there are a number of
trends that are emerging with respect to wood
utilization. Evidence suggests better use is being
made of all species. In addition, advances in
harvesting technologies and mill diversification
have had a profound influence on overall wood
utilization throughout the region. These trends are
discussed more fully under the following headings:

e Full Use of Allowable Harvest;

® Chips at Pulpmills & Integration With
Sawmills;

* Increasing Utilization; and,

* Minor Species.

Full Use of Allowable Harvest

Since the early 1990s, MNR has been working
toward the development of economic opportunities
related to a full range of forest products. Unused

20. The NE/SC Hardwood Project was a 2000 Government of Ontario initiative in which proponents were invited to make a proposal to build a new facility
or expand an existing one, based on the available, unutilized white birch and low-grade tolerant hardwoods in northeastern and south-central Ontario.
Fourteen proposals were made and four were accepted, none of them for low-grade tolerant hardwoods.
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volumes of timber were identified throughout the
Northeast, and business opportunities have been
developed to use the wood. This has resulted in the
expansion of sawmills, strandboard mills and panel
mills throughout the region. While these new
enterprises were being developed, Ontario’s Living
Legacy was being implemented beginning in 1999,
and Ontario’s system of parks and protected areas
was being expanded. MNR’s development of
economic opportunity and expansion of Ontario’s
system of parks and protected areas have resulted in
a full allocation of the allowable harvest of the
major species, with the exception of low-quality
birch, tolerant hardwoods and other conifers. Work

continues on the full utilization of these species.

Chips at Pulpmills and Integration with
Sawmills

Pulpmills in Northeast Region have been increasing

their capacity to accept chips instead of roundwood at

the mill gate. Some pulpmills have moved toward
accepting only chips. This has encouraged a high
reliance on sawmills as a provider of raw materials.
Before this development, sawmills had some
difficulty procuring the best logs for sawmilling as
well as selling all of the chips made during the
production of lumber. This integration between
sawmills and pulpmills has strengthened the sawmill
industry by reducing uncertainty around the sale of
sawmill chips. However eliminating wood rooms
from pulpmills has created an unprecedented reliance
by the pulp and paper industry on the sawmills. The
relationship between sawmills and the chip-
consuming pulpmills requires a careful balance and a
recognition of the role that external market forces
may play. The integration between pulpmills and
sawmills also helps to resolve individual management
unit and product shortages. The intention of the
strategies is to help ensure that there is a sufficient

supply of wood overall, regardless of destination.

Figure 13: Comparison of Historical Forecast/Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Northeast Region - Tolerant Hardwoods
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Increasing Utilization

Unlike the Northwest Region, roadside chippers
are not commonly used in the Northeast Region.
Here, the forest industry has demonstrated its
ability to increase its level of utilization through the
use of tops (beyond what is required by the scaling
manual.) This has increased the available volume of
SPF to pulpmills by 5 to 10 per cent. However,
there have been operational difficultes in fully
utilizing the available material. Poplar stems often
branch out into a heavy crown at a large diameter,
making further utilization infeasible. Branches and
very small diameter tops cannot be used by existing
industries. While industry has increased its use of
poplar tops overall, utilization varies depending on
the nature of the operation and the harvested trees.
Changes in market conditions have recently
reduced the level of utilization of this top material,
particularly for SPE. The level of utilization is
highly variable depending on location and time and
is not well understood.

In the Northeast Region, there has been a trend
toward processing all species at roadside into fixed log
lengths (e.g. 8 foot, 14 foot, or 16 foot). This is being
done in an effort to increase the efficiency of sawmills
and board mills, but often leads to incomplete
utilization of available fibre. The level of utilization
can be improved as techniques for this new trend are
further developed. A strategy for improving utilization
is discussed in the next section of this report.

White birch is the last major species for which
markets have been developed. Its use has been
increasing at pulpmills, OSB mills and, to a lesser
extent, sawmills in the region. The acceptance of
birch sawmill chips by pulpmills has improved the
economics of birch lumber production and white
birch is expected to penetrate the lumber and

composite products market over time.

Minor Species

Larch has historically been shunned by pulpmills
but it has become one of the conifer species used by
some kraft pulpmills. Despite the fact that larch
cannot be included in the SPF definition for lumber

by most of the sawmills in the region, acceptance of

larch led to a minor improvement to the wood
supply picture in this part of the province. The
increased use of larch as a specialty product has real
potential, given the interest in alternatives to

preserved wood products.

Cedar utilization has suffered from variable levels of
demand, as well as an uncertainty over its capacity
to be managed sustainably. Although the silviculture
and growth of cedar needs to be better understood,
there is potential for increased use of this tree. It has
good potential in the specialty product market
including value-added and, like larch, is an

alternative to preserved wood products.

Opverall, the need to meet mill demand will require
better utilization of trees. Market efficiencies will
dictate the development of merchandizing processes
where treelengths will be broken down into
desirable products and then shipped to the
appropriate mill. Merchandized products will
include veneer (mostly poplar and birch), sawlogs
(mostly white pine, red pine, jack pine, white spruce,
poplar and some white birch), oriented strandboard
logs (poplar and white birch), and pulpwood of all
species that may be shipped as roundwood or
chipped. Merchandizing will result in getting the
right product and species to the right mill; it will
also increase the total volume recovery from a
harvested area. Roadside chipping would provide an
added advantage in that the heavy limbs and smallest
tops that previously could not be transported by
pulp truck could be chipped and transported in vans.
This would increase total volume recovery from a

harvested area and improve mill efficiencies.

C. Southern Region Report

The Forests of the Southern Region

There are great differences between those portions
of the region lying north and south of the Canadian
Shield boundary. The Shield country (to which this
wood supply strategy applies) is generally heavily
forested and sparsely populated, whereas the
country to the south is generally the reverse. On

average, the Shield portion is 76 per cent forested
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and has a population density of 5 persons/km?,
compared to 24 per cent forested and 422 persons/
km? in the rest of southern Ontario. In addition,
almost all of the region’s Crown land is on the
Shield. Fifty-five percent of the Shield country is
Crown land, compared to less than one per cent
south of the Shield. Figure 14 shows the
distribution of forested land in the region, and the

area covered by this report.

The dominating feature of the Shield country is the
Algonquin Dome, which is a central highland rising
to an elevation of 580 metres in Algonquin Park.
The Algonquin Dome is a country of big, rolling
hardwood hills and deep, coldwater lakes. The soils
are mostly ice-laid sandy tills of modest fertility, but
with enough depth and drainage to grow maple and
other tolerant hardwoods of sawlog and veneer
quality. The Dome is forested mostly with maple,
beech, hemlock, and yellow birch. It is the main
source of supply for the hardwood mills in the
communities surrounding Algonquin Park. Figure 15
depicts the region’s main forest cover types, in which

the tolerant hardwoods of the Algonquin Dome

appear an almost solid sepia tone.

The second prominent feature is the Ottawa Valley,
which was formed when what is now the Great Lakes
flowed out the Foss Outlet near present-day
Powassan, and down the northeast flank of the
Algonquin Dome toward Pembroke, Renfrew and
Ottawa. As a result, much of the upper Ottawa Valley
has water-laid soils that are deeper, sandier and drier
than those of the Algonquin Dome. The Ottawa
Valley is forested mainly with white pine and poplar.
It is the main source of supply for the sawmills and
composite board plants located in the area. Poplar
and pine have better growth and yield than tolerant
hardwoods, so much of the region’s forest industry is

located in and around the Ottawa Valley.

Along its southwestern and southern flanks, the
Algonquin Dome slopes away gradually toward the
cottage country of Georgian Bay and the southern
Shield. In both cases the terrain remains rugged and

broken, but of decreasing relief and with shallower,

Figure 14: Area Covered by the Southern Region Wood Supply Strategies
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Figure 15: Distribution of the Main Forest Cover Types, Southern Region
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less productive soils. Much of Georgian Bay and the
southern Shield was logged of its pine and cleared
and burned during the settlement era between
about 1860 and 1913. As a result the forests today
are younger and more heavily mixed than elsewhere
in the region. However, good timber-producing
lands remain in these areas, especially for second-
growth pine in northern Georgian Bay and for
second-growth hardwoods in the marble belt of the
southern Shield.

The Shield country was first opened for settlement
in the mid-1800s, and the resulting land clearing
and slash burning soon destroyed vast areas of
standing timber. Algonquin Park was created in
1893, in part at the request of the forest industry to
protect the timber resource from this type of
destruction. The Shield country has poor agricultural
soils, though, and much of the land that was cleared
in the 1800s was abandoned in the early 1900s. The
forests were left to grow back on their own. Logging

and milling became the mainstay of the economy,

first for white and red pine lumber, and later for

hardwood lumber and veneer. In some areas tolerant
hardwoods were clearcut for chemical wood in the
early half of the 1900s, and hemlock was taken for
tanbark. The overall effect was to deplete much of
the timber resource and bring about its replacement
with second-growth hardwood and pine that are
once again approaching maturity. A second effect
was to degrade the quality of the tolerant hardwood
forests through high-grade logging for sawlogs and
veneer, and reduce the proportion of white and red

pine in the overall mix.

Efforts to manage the Crown land forests began
with diameter-limit harvest regulations in the
1950s. They continued with management planning
in the 1960s, tree marking in the early 1970s and
large-scale stand improvement projects in the
1980s. Today, the Crown land forests are intensively
managed, with the thrust of silviculture aimed at
improving the residual growing stock after harvest.

There is greater range in management intensity on
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Table 4: The Destination of Roundwood Cut on Crown land in the Southern Region (average annual volumes, 1994 to 1999)

Facility or end-use destination (m3)

Species Group Sawmill Pulp and Fuelwood Composite Veneer
paper board

Tolerant hardwoods 197,829 124,274 73,961 1,176 4,060
White & red pine 279,952 6,617 2,737 3,664
Poplar 141,606 83,070 493 44,948 1,141
Spruce-pine-fir 62,249 2,125 399 739 269
White birch 34,190 15,634 651 1,093 3,772
Other conifers 13,035 51 78 265 33
Totals 728,862 231,771 75,581 50,958 12,940
Percent 66% 21% 7% 5% 1%

Percent and
Total

36%
27%

25%

6%

5%

1%
1,100,112
100%

private land. However, most of the harvest still
proceeds using diameter limits and with little or no

regeneration effort after cutting.

The Forest Economy of the Southern
Region

Today, south-central Ontario supports a vibrant
forest industry that is meeting the dual challenges of
ecological forest management and global market
competition. The industry employs 5,000 direct workers
out of a total area workforce of 133,000 people.’! It
produces $573 million in goods each year and creates
$95 million in gross regional income. Along with
tourism, forestry is the foundation of the local

economy in an area with few alternative opportunities.

The region’s industry differs from northern Ontario
in several key ways. Of particular importance is the
scale of operations, which is much smaller. The
region accounts for only five per cent of the total
Crown forest resources harvested provincially.
Secondly, while some of the industry giants like
Domtar, Tembec and Georgia-Pacific have a
presence in the region, small family-owned and
operated sawmills dominate the sector. Some of

these lumber companies have been operating for
over a century under the same family name. The
ruggedness of the Shield terrain, the diversity of its
forests and forest management, the large number of
tourists and tourism values, and the difficulty in
reversing the effects of past harvesting practices all
present greater challenges than perhaps anywhere
else in Ontario. The entire region has been cut once

and much of it has been cut two or more times.

As in northern Ontario, most of the wood that is cut
goes to sawmills first. Sawmills represent the primary
destination for two-thirds of the roundwood cut on
Crown land. Sawmills also supply the bulk of the
chips (both residue and roundwood chips) to the
paper, corrugated medium and composite board
plants. Figure 16 provides a breakdown of the primary

destinations for roundwood cut in the region.

For the most part, the larger sawmills have carriage-
operated bandsaw headrigs and the smaller mills
have carriage-operated circular saws. Most of the
larger mills also have a small-log line and the
capacity to chip roundwood. Because of their size
and the nature of hardwood manufacturing, only

one of the region’s sawmills is fully automated.

21. According to Central and Eastern Ontario: Healthy Forests, Healthy Business. Ontario Ministry of Natural Resources, Publication No. ISBN 0-7794-1481-0,
2001. Copies are available from the Ottawa Valley Economic Development Office, Renfrew, Ontario.

31



Provincial Wood Supply Strategy

Figure 16: Location of Primary Wood Using Industries and SFLs, Southern Region
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Figure 17: Locations of Crown Land, Southern Region
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Logging in the region is carried out almost without
exception by small independent loggers, cutting
either under contract or on an overlapping licence
held by them. Most of the logging is of the
conventional cut-and-skid type, although feller-
bunchers and grapple skidders are beginning to

make an appearance in the region.

Five companies operating under SFLs provide
forest management on the five Crown management
units.”? Three of these are partnerships of forest
product companies and independent loggers, one is
a community-based not-for-profit corporation, and
the other (the Algonquin Forestry Authority) is a

Crown agency.

While they differ in make-up, all five companies
provide the same essential forest management
services and all five pass the cost of management on
to the companies that conduct the harvest or receive
the wood. The smaller scale of operations and the
more complex management makes the Southern
Region SFLs among the most expensive in the
province to operate. Figure 16 shows the five
management units in the region and the main
Crown land wood destinations. An extensive listing
of forest resource processing facilities in Ontario,
including Southern Region, is currently available on
MNR’s Ontario’s Forests website within the forest
industry page.

At 36 per cent of the annual harvest, Algonquin
Park is the largest of the five management units in
Southern Region and the most critical to the
region’s wood supply. Some of the best timber-
producing land and some of the best forest
management in Ontario can be found in Algonquin
Park. Forestry is a permitted land use on 63 per cent

of the park, down from 67 per cent a decade ago.

The Long-Term Forecasts for
Industrial Wood Supply in
Southern Region

Past Harvesting, Current Demand, and
Future Supply

Figure 18 through 23 show the long-term regional
forecasts for each of six species groups. They also
compare the supply forecast against the past
harvest, the current demand, the OFAAB
benchmark harvest level and the “Room to Grow”
Sharing Threshold. The six species groups that

were examined are:

e Tolerant hardwoods;

¢ White and red pine;

e Poplar;

* Spruce-pine-fir (SPF);

e White birch; and,

e Other conifers (hemlock, cedar, larch).

Tolerant Hardwoods

At 36 per cent of the current harvest, tolerant
hardwoods represent the largest of the six species
groups. The forecast shows the current hardwood
supply to be well above the level of demand, and
well above the “Room to Grow” Sharing Threshold
(See Figure 18). In addition, the forecast shows
tolerant hardwood supply to be increasing in the
long term. On the surface it would appear that there
is currently “Room to Grow”, both for the forest

industry and for parks and protected areas.

Closer examination, however, shows that this surplus
is confined to low-grade hardwoods, and that veneer
and sawlog supply is in a deficit situation. For a
breakdown of the tolerant hardwood picture by
product, see Figure 24 in Part 3 of this report. It
would be problematic (if indeed possible) to further
expand parks and protected areas at this time without
causing a long-term reduction in wood supply to the
hardwood veneer and sawmill sectors. The high-grade

and low-grade hardwood resources are simply too

22. At the time of writing, one of these SFLs is pending. The licence held by the Algonquin Forestry Authority is not actually an SFL, but an SFL-like

arrangement.
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Figure 18: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Southern Region — Tolerant Hardwoods
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intertwined. Fundamental to the Forest Accord was
the premise that there would be no long-term

reduction in wood supply as a result of the Accord.

"The shortage of high-quality logs and the surplus of
low-grade hardwoods are the two biggest wood
supply issues facing the forest industry in south-
central Ontario, and they are examined in detail in
Part 3.

White and Red Pine

At 27 per cent of the current harvest, white and red
pine make up the second-largest species group. The
forecast shows white and red pine supply to be in
excess of the demand level but below the “Room to
Grow” Sharing Threshold. Figure 19 indicates that
white and red pine supply is expected to increase, but
it is not expected to pass the Threshold for another
60 years. The fact that current white and red pine
usage is greater than the MROLs suggests that the
MROLs for Southern Region white and red pine

should be reviewed and revised to reflect current

demand. Worth noting is the concern expressed in
Great Lakes-St. Lawrence Issue No. 5 that the white
pine harvest might be held up by regeneration
problems at some point in the next 20 years. See

Issue 5: Unregenerated white pine backlog.

Poplar and White Birch

Poplar and white birch, on the other hand, show
long-term downward trends. Essentially, this decline
is the result of management and natural successional
trends and a corollary to the increasing tolerant
hardwood and pine supply. Figure 20 shows that,
regionally, poplar supply will fall below the demand
level in just 15 years, affecting the paper, composite
board and corrugated medium sectors for which
poplar makes up about half of all supplies. Currently,
poplar makes up 25 per cent of the overall harvest.
In the case of white birch (Figure 21), this is a
concern for the sawmill sector since white birch
makes up 15 per cent of the region’s hardwood
sawlogs and veneer. Declining poplar supplies are
discussed in detail in Issue 4 and Strategy 19.
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Figure 19: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Southern Region — White and Red Pine
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Figure 20: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future

Harvest Wood Supply in Southern Region — Poplar
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Figure 21: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Southern Region — White Birch
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Figure 22: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Southern Region — Spruce-Pine-Fir
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Figure 23: Comparison of Historical Forecast / Actual Harvest Levels with Current Demand and Future
Harvest Wood Supply in Southern Region — Other Conifers (hemlock, cedar, larch)
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SPF and Other Conifers (hemlock,

cedar, larch)

these species (Figure 22 and Figure 23) show
slightly declining supplies, but in both cases supply
remains above the demand level. The supply of SPF

Together, SPF and other conifers account for only  f]1s below the “Room to Grow” Sharing Threshold

seven per cent of the total harvest. The forecasts for ~ while the other conifer remains above.
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PART 3. WOOD SUPPLY

ISSUES AND STRATEGIES

Introduction

The previous sections of this document explore the
background and context of wood supply and
utilization in Ontario. This discussion of context is
presented at the regional scale since this is the scale
at which many companies operate and it provides a
convenient scale in between the management unit,
which is too detailed, and the broader provincial
scale. The regional data for supply and demand is
presented graphically in each of the regional
reports. The reports also contain a detailed analysis
of wood supply and industrial use within the text

and a discussion of regional issues.

Part 3 is the essence of the Provincial Wood Supply
Strategy. In part 3, the major issues are identified
and a number of strategies are proposed to address
these issues. This part of the document shifts to a
broader scale so that the strategies may be

considered for use across Ontario.

Due to the significant difference in the nature of the
forest, the qualities of the tree species and the
characteristics of the industry, wood supply issues
are examined separately within the two broad forest
zones inside the area of the undertaking — the
Boreal and the Great Lakes-St. Lawrence. The
section on the Boreal Forest focuses on the main
boreal species groups: spruce-pine-fir, poplar and
white birch. The Great Lakes-St.Lawrence section
focuses on a wider range of species including

tolerant hardwoods and white and red pine.

Strategies are presented as approaches to addressing
the identified issues. As described in the sub-section
on implementation ( see Part 1 — Introduction),
these strategies are in the form of recommendations
to be considered during normal forest management
processes such as forest management planning, mill
benchmarking exercises or licensing processes.
They may also be considered in the development

and implementation of other policies, programs, or

decisions around research priorities. For example,
these strategies may be referenced during
discussions on funding for growth and yield
research.

The strategies contained in the Boreal section are
provincial in nature and should be considered for
implementation throughout the area of the
undertaking. Some, by their nature, may be more
applicable to one broad forest zone or one specific
administrative ~ region.  This  geographic
consideration is contained within the write-up for
each strategy. The decision to apply any of the
strategies is made at the level where it will be
applied. For example, the decision to apply a
strategy to develop and use local yield tables in
developing a forest management plan will be made
within the forest management plan. A decision to
work cooperatively to develop new inventory
methods may be implemented provincially or

regionally.

Issues and strategies identified for the Great Lakes-
St. Lawrence Forest are specific for that area due to

the nature of the forest and the operations.

The assessment of the potential of the various
approaches to address the anticipated wood supply
issues is contained in Part 4 of this document. This
assessment is used to assign a priority to each of the
strategies. The priority is provided only for
consideration and advice. Application of any of the
strategies depends on the local or regional
circumstances and a local evaluation of the

anticipated benefits.

The graphs contained within Part 2 are current as
of the date of publishing. The entire set of supply
and demand graphs are contained within Appendix
1 — the web based database — and will be updated on
an annual basis. The direction provided by the
Provincial Wood Supply Strategy will evolve in
response to new information and changes in
circumstances as described in the Forest Resource
Assessment  Policy in section 2.3, Adaptive
Management. The policy environment will respond
to new issues and opportunities and forest managers

will continue to develop new strategies to overcome
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wood supply challenges. The publishing of this
Provincial Strategy will not limit that dynamic
process. The creation of new approaches, at the
local, regional or provincial level, to address the

identified issues is encouraged.

Boreal Forest Issues

Issue 1: Future Wood Supply Drops
Below Current Demand; and

Issue 2: Quality of Wood Supply
Information

Across the Boreal Forest zone, wood supply is
predicted to fall below the current level of industrial
demand in the near future. The “gap”, which has
been forecast for many years, is primarily the result
of an age-class imbalance in the forest itself, but this
situation has been compounded by a number of
other contributing factors. These factors are
discussed in Part 2, in the Northeast and Northwest
Regional Reports. In simple terms, there is a
preponderance of very old and very young stands,
and a scarcity of stands in the 20-60 year age range.
The root cause of the age class imbalance is the low
rate of harvest and renewal that occurred before
1970 and the accelerated rate of harvest and renewal
that has occurred since that time. In addition, fire
management efforts have reduced the area burned
and hence the area naturally regenerated over the
past 50 years. The extent of area burned in wildfires
varies in long-term cycles which depend on weather
cycles and forest conditions. A cycle of reduced fire
prevalence may also contribute to reduced
regeneration. The forecast for the two regions
within the Boreal predicts that SPF supply will fall
below the demand level in five to ten years and take
80 years to fully recover. For poplar, the forecast is
for supply to fall below demand in 15 years, with

recovery in about 70 years.

The supply gap is by far the most critical issue
facing the forest industry in this part of the
province. The developing gap between wood supply
and demand presents an unavoidable dilemma —
increase the wood supply or reduce mill

consumption. If wood supply is not increased, but

allowed to follow its projected track, the forest
industry will be forced to decrease their wood
consumption accordingly.

The ability to accurately predict wood supply is
limited by the quality of the information on which
wood supply projections are based. Supply
projections are based on local forest management
plans which use the best available information.
However, forest managers recognize that improved
information will yield a better picture of long-term
wood supply. The quality of information is strongly
tied to the issue of the wood supply gap and it affects

wood supply from two perspectives.

First, better information increases the confidence in
the conclusions regarding the nature and degree of
the wood supply gap. There is general agreement on
the existence of the projected wood supply gap,
however there is still debate over the size of the gap
and when it will occur. Strategies which encourage
the refinement of local yield tables, development of
improved methods of forest resource inventory and
the use of best practices in forest management
modelling will help to increase the reliability of the
conclusions made concerning wood supply. There is
an assumption that MNR and forest managers take
a conservative approach when data on forest
resources is incomplete, so better numbers may

improve the overall supply/demand picture.

Second, more reliable information allows forest
managers to make decisions which optimize the
management and use of forest resources. For
example, more accurate resource inventory and
increased knowledge of forest succession will allow
for improved decisions concerning the scheduling
of forest stands for harvesting. Better information
helps forest managers make better decisions
concerning the sustainability of the forest, both for

wood supply and for other forest values.

Addressing these two identified issues will
contribute to the objectives set out in Part 1 of this
document. Improving overall wood supply will help
to sustain a continuous, long-term wood supply.
Improving the quality of information used in wood
supply modelling will increase the predictability of
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wood supply. These two issues tend to be provincial
in nature and apply to the Great Lakes-St.

Lawrence Forest as well as the Boreal Forest.

Fortunately, there are strategies that can be
implemented to address both the wood supply gap
and the underlying issue of the reliability of forest
management information. In the following sub-
section, 11 strategies are proposed to help mitigate
the wood supply gap and improve the quality of
information within both the Boreal Forest and the
Great Lakes-St. Lawrence Forest. These strategies
may act through one or more of the following

courses:

¢ Rationalizing demand;

* Improving the information used to determine
wood supply; and,

* Increasing the overall supply of wood.

As discussed earlier, these strategies are proposed
for consideration by forest managers at the local
level to help resolve local supply issues or at a larger
scale to provide regional or provincial assistance for
improving overall wood supply. Not all strategies
are applicable to every location. The strategies will
be implemented through existing delivery
mechanisms which include opportunities for

consultation.

The potential for each of these strategies to address
the wood supply issues is assessed in Part 4 of this

document.

Boreal Strategies

The strategies immediately following are provincial
in scope since they are intended to be implemented
throughout the area of the undertaking. They
address both the issues of long-term decline of wood
supply and the quality of information used in wood
supply forecasting. While they are focused to address
the issues identified for the Boreal Forest they also
apply to the Great Lakes-St. Lawrence Forest. The
decision to implement any of the strategies will be
made at the local, regional or provincial level

depending on the nature of the strategy.

Strategy No. 1:
Review Mill Wood Demand

MNR will continue to review MROLs with mill
operators to ensure an accurate representation of
fibre necessary for industrial processing.

The first strategy for addressing the above
identified issues focuses on refining the demand
forecasts by reviewing and updating MROL:s for the

province’s mills.

The process for setting mill wood demand, referred
to as Ministry Recognized Operating Level
(MROL) is described in detail in the document
“Wood Disposition Process and Regional Wood Supply
and Demand Outlooks Phase 1”.2* This process calls
for a review of the MROL at least every five years
or more frequently as circumstances warrant. The
MROL review is carried out by MNR Industry
Relations Branch specialists at each of the regional
offices using a consistent provincial approach. The
MROL:s for various mills in all three administrative

regions are currently under review.

The MROL reviews are initiated by MNR and
involve discussions with the mill operator using
pertinent scaling and mill return data, company
records, and information detailing the mills’
production history (e.g. production downtime,
work stoppage, etc.) The discussions either confirm
or establish a new MROL. The process identifies a
suite of wood supply sources including Crown land,
private land, and/or sawmill chips. The Crown land
supply sources are then used to adjust the regional
supply/demand matrix and the forest management
unit contribution (MUC)(see Strategy 2). Due to
the nature of the review process, a new MROL will
tend to be adjusted toward the volume of actual

wood utilization.

Conducting the MROL reviews ensures that the
relationship between supply and demand is properly
defined and the wood supply gap is more accurately
predicted.

23. Wood Disposition Process and Regional Wood Supply and Demand Outlooks 1998, Ontario Ministry of Natural Resources.
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This strategy has a provincial scope and will be
implemented at the regional level. Completion of
this strategy has a high priority within the
Northwest and Northeast Regions and a moderate
priority in the Southern Region.

Strategy No. 2:
Provide Demand Information to Planning Teams

MNR staff will provide forest management
planning teams with information on wood demand
from the unit. Designated staff will assist the
teams, early in the process, to ensure a balanced
consideration of forest industry needs within
modelling and analysis.

Strategy 2 focuses on ensuring that the appropriate
level of current wood demand is represented
correctly within the forest management planning
process. Current demand estimates, associated with
each mill or each company from a specific
management unit, can be added together to
determine the total current demand from that unit.
The total current demand must be considered early
in the planning process for a new forest
management plan along with the other demands for

desired benefits from the management unit.

The mill requirement for wood supply from any
one management unit is commonly referred to as
the Management Unit Contribution (MUC) toward
a mill's MROL. A mill commonly receives its wood
supply from a variety of management units. The
sources of supply to a mill are influenced by the
supply available through the forest management
planning process, ministerial commitments and

business to business arrangements.

The current demand levels for wood supply must be
considered by forest management planners, in
balance with the other desired benefits from the
forest, when analyzing options during the planning
process. While planners try to meet the current
demand for wood, these efforts cannot compromise
the ecological sustainability of the forest or
appropriate application of the guides. There is no
guaranteed supply of wood from a forest. Wood

supply is a product of a forest management process
determined at the local level that considers such
things as wildlife habitat requirements, aboriginal
concerns, non-timber forest values, protected areas
requirements, long-term community needs, and

environmental impacts.

The harvest volume available from a forest
management plan may meet, exceed, or fall short of
the current demand for wood from the management
unit (the MUC). Forest management plans contain
objectives relating to the supply of wood. Where the
available supply is less than the current demand, the
forest management plan will address the shortfall
with appropriate strategies to the extent possible. If
strategies can not be developed to address the
shortfall, then appropriate rationale will be included

in the forest management plan.

Industry Relations staff at MINR regional offices
will verify wood supply objectives for forest
management planning using current information on
the aggregated mill requirements from each
management unit. Verification of wood supply
objectives for forest management planning involves
a review of wood utilization by each mill and an
analysis of wood flow across the region. Regional
staff play a key role in supporting the wood supply
objectives through the modelling and analysis
phases of the development of forest management
plans. Planning team members and regional staff
must also ensure that the socio-economic side of the
analysis is properly considered and described in any

analysis.

This strategy will address the issue concerning the
quality of information which is used in forest

management planning.

This strategy is provincial in scope although it is
applied at the management unit level with the
assistance of regional MNR staff. It will be
implemented at the regional level and has a high
priority within all three MNR regions.
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Strategy No. 3:
Promote Best Practices for Forest Management
Modelling

Forest management planners will use the Best
Practices for Forest Management Modelling to help
improve wood supply estimates within forest
management plans.

MNR should work with forest industry to develop
and/or implement more effective decision support
tools for forest management modelling.

To ensure that decisions involved in forest
management planning are made on a consistent and
predictable basis, Best Practices for Forest
Management Modelling should be employed (see
Appendix 2).

In wood supply modelling, for example, it is
important to use best practices to ensure that the
relationship of wood supply and demand is
accurately presented. Using best practices will help
to provide confidence that the wood supply issues
are accurately defined between management units
and that efforts to deal with wood supply issues are
properly focused.

The Strategic Forest Management Model (SFMM)
is the current standard used by forest management
planners to project wood supply. This computer-
based model is used to simulate the dynamics of
forest growth, habitat production and wood supply
over a 100-150 year period. SEMM provides a basis
for understanding the dynamics of each forest. For
their part, forest management planners must take
steps to ensure that the assumptions made and
information used in the modelling process are as
accurate and complete as possible, in order to
reduce modelling errors in the prediction of long-

term wood supply.

Given the importance of SEFMM modelling to forest
management planning, a series of Best Practices for

Wood Supply Modelling has been developed. These
best practices are suggested for use as the basis for
modelling the forest.”* These best practices will be
revised from time to time as new planning direction
and guides are introduced and better information
comes available. Users should ensure that they have
the most recent version available from MNR when

conducting analysis.

Forest management plans should specify the
modelling parameters or practices chosen.
Although little explanation will be required if the
best practices are adopted, any deviation would
require substantive discussion in the forest

management plan.

SFMM is an effective tool currently accepted for use
for modelling forest management in Ontario. The
development of more advanced tools such as spatial
models is being explored. MNR will continue to
work with the forest industry to develop and/or

implement more advanced decision support tools.

Although SFMM is the most widely recognized
model in use for forest management analysis and
decision-making, several other modelling tools play
important roles in landscape, habitat and socio-
economic analysis. Best practices for each of these
modelling tools should also be developed.
Designated specialists within MNR should be
available for each of the models supported by MNR
in order to ensure expertise is available to forest

management planners.

This strategy is provincial in scope and will be
applied across all three regions. Leadership should
be provided at the provincial level of MNR with
support available at the regions and districts.
Implementation of the available best practices and

development of advanced tools are high priorities.

24. Best practices for wood supply modelling are listed in Appendix 2 “Best Practices for Wood Supply Modelling.”

42



Part 3. Wood Supply Issues and Strategies

Strategy No. 4:
Improve Growth and Yield Information

The Ministry of Natural Resources will work with
forest industry to implement a provincially coordinated
program to obtain further information on forest
growth and yield applicable to local planning.

Like Strategy 3 above, the purpose of this strategy
is to improve the accuracy of wood supply estimates
used in planning. The development of better
growth and yield information has long been
identified as a priority within the forestry
community and is supported by a condition within
the Declaration Order Regarding MNR’s Class
Environmental ~Assessment Approval for Forest

Management on Crown Lands in Ontario.

MNR will provide coordination at a provincial
level, however, growth and yield is usually tied to
local site conditions and silvicultural treatments so
involvement of local industry forest managers will
be required to assist in obtaining the needed
information. Improved growth and yield
information will be required to be used in forest
management planning at the local level as well as for

provincial level forest resource assessments.

In particular, there are three growth and yield
information priorities. First, many yield tables
currently in use by the forest industry do not reflect
the volumes associated with the tops of trees. Most
recognize a tree stem that ends at a 10 cm top
diameter for spruce, jack pine and balsam fir, and a
15 cm top diameter for poplar and birch.
Merchandizing or chipping makes more efficient
use of tree stems and volume tables need to be
adjusted to reflect this change in practice. Volumes
could be as great as 10 per cent for conifer and 20
per cent for poplar over volume tables currently in

use, based on northwestern Ontario experience.

The second priority is the need for managed forest
yield curves based on empirical data. These curves
will provide better definition of potential yields

from managed stands.

Although local stand yield tables must reflect
geographic growth characteristics and utilization
standards, harvest volume projections in forest
management plans would be more accurate and more
reliable if stand yield tables derived from local forests
were used. Accurate yield tables would form the basis
for reliable volume predictions which in turn, will
have implications for future supply predictions.

The third priority is to recognize any gains made
through intensive forest management. Accurate
predictions of enhanced growth from silvicultural
practices, such as those proposed in Strategy 8, will
need to be incorporated into forest management

planning.

Information collected by programs funded through
the Enhanced Forest Management — Science
Information and Analysis initiative will support the
implementation of this strategy.

Strategy 4 requires provincial leadership and
support; however it will be implemented at the local
management unit level. It applies to all three

regions and is a high priority.

Strategy No. 5:
Improve Forest Resource Inventory

The Ministry of Natural Resources and the forest
industry will work jointly to find improvements and
efficiencies in forest resource inventory methods
and work toward developing a more comprehensive
information system.

Ontario’s Forest Resource Inventory system has
been criticized by forest industry as expensive and
inadequate for today’s forest management
requirements. Strategy 5 is targeted at a co-
operative approach to find efficiencies in and
improvements to the existing methods and

developing new systems of resource information.

The Forest Information Manual (FIM) prescribes
that an inventory of forest resources must be created
and maintained for each designated forest
management unit in the province of Ontario. The

responsibility to re-inventory licensed Crown lands
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in a designated forest management unit rests with the
SFL holders. FIM also recognizes that technology
has changed significantly and there are different
ways to re-inventory a forest management unit area
as long as the resulting information meets the
requirements and standards described in the manual.
Forest managers have suggested that improvements
to the quality of the inventory may be made and cost
efficiencies gained through a more coordinated
approach to the inventory of forest resources.

Forest Resource Inventory (FRI) data is the basic
building block upon which all wood supply analysis
is conducted. For landscape level analysis and for
broad assumptions that form the basis for long-term
wood supply, current FRI data is both suitable and
reliable, although a higher level of accuracy would
prove of benefit. The current system, however, does
not provide detailed information with respect to
stand condition and understory species. Of particular
importance is the need to develop a system that
incorporates successional modelling and growth and
yield information (i.e. a dynamic system).
Development of this type of system will more
strongly support stand level decisions.

Information collected through the Enhanced Forest
Management — Science Information and Analysis
initiative will support the implementation of this

strategy.

This strategy is provincial in scope and may be
applied within all three regions. Finding improvements
and efficiencies within the existing inventory
systems should be a high priority while developing
new resource information systems is a moderate

priority due to its longer term nature.

Strategy No. 6:
Improve Knowledge of Stand Condition and
Forest Succession

Forest managers should improve the knowledge of
forest succession as well as the condition of stands
selected for harvest during the period of the
operational plan.

Strategy 6 follows logically from the previous strategy
on inventory. This strategy seeks to maximize the
amount of wood available during the period of the
future gap by selecting the appropriate stands for

harvest during the current operational plan.

Based on the wood supply modelling results,
(usually SEMM outputs as described in Strategy 3),
forest management plans identify stands for harvest
during the operational plan period. These stands
should accurately reflect the forest class that the
model has selected, with a minimum of substitution.
"This requires verification of the age and state of the
forest for the stand selected for harvest.”® By
verifying the forest inventory information, better

data on the state of the forest will emerge.

Better understanding about the condition of forest
stands will also support more dependable modelling
results. Improved knowledge about the state of the
forest together with knowledge of forest succession
will in turn, support decisions that are aimed at
resolving future wood supply shortages. A declining
mixed wood stand for example, may have greater
value in its understory to provide commercial wood
supply in 20 years, than its current timber values.
Surveying forest stands for their current and future
potential together with improved knowledge of
ongoing succession trends, will yield more

dependable results from wood supply modelling.

As new forest stands are created through
regeneration, it will be important to attribute those
stands with the management regime under which
they will be ma