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PREFACE 
This report presents estimates of changes in timber product prices, consumption levels, consumer 

expenditures, and national income that would result from an intensified timber management program 
on nonindustrial private and National Forest lands described in a recent Forest Service report ''The 
Outlook for Timber in the United States." It also contains a discussion of the possible impacts of the 
intensified program on profits, employment, and payrolls; and a review of selected multiplier studies 
with a listing of recent literature on multiplier analysis. 

The research for this report was carried on by the author while under a temporary appointment with 
the Division of Forest Economics and Marketing Research, Forest Service, during the summer of 1973. 

McKillop, William. 
1974. Economic impacts of an intensified timber management 

program. USDA Forest Service, Division of Forest 
Economics and Marketing Research, Washington, D.C. 
Research Paper WO-23, 16 p. 

This analysis shows that substantial benefits would accrue from an 
intensified softwood sawtimber management program described in the 
recent Forest Service study, "The Outlook for Timber in the United 
States." It was estimated that in the year 2000 output of softwood 
timber products would be 7 percent higher and prices 5 percent lower 
with this program than they would be if the program was not under-
taken. Savings to consumers, which would result from program-
induced changes, were estimated to be $484 million in year 2000; net 
secondary benefits were estimated to be $472 million after allowing for 
the reduction in output of substitute materials. Substantial secondary 
benefits were estimated for other years in the study period. 
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INTRODUCTION AND HIGHLIGHTS 

The recent Forest Service report on the timber 
situation,1 "The Outlook for Timber in the United 
States," contains projections of timber demands to 
2000 under alternative population, economic, and 
price assumptions; and projections of timber 
supplies to 2020 under alternative management 
assumptions. It also contains estimates of in-
creases in softwood sawtimber supplies that might 
be realized from continuing programs of inten-
sified management on private nonindustrial and 
National Forest commercial timberlands which 
would yield more than 5 percent return on the in-
vestment. 

The Forest Service projections of softwood saw-
timber demands and supplies are shown in table 1. 

1U.S. Department of Agriculture, Forest Service. 1973. The 
outlook for timber in the United States. Forest Resource Rep. 
20, 367 p. 

The projected quantities that would be demanded 
• and supplied if softwood timber product prices did 
not rise relative to other commodities show 
"demand" exceeding "supply." This means that 
timber product prices would have to rise relative to 
other commodities to bring supply and demand 
into balance. Alternatively, if softwood timber 
product prices rise by 1.4 percent annually in rela-
tion to other commodities, demand and supply are 
approximately balanced in 1980, but thereafter de-
mand would be reduced because of the rapid 
relative price increases. The third group of figures 
indicates what might happen if softwood timber 
product prices experienced a once-and-for-all 
relative price rise of 30 percent. The quantity 
supplied in the year 2000 at this price level would 
fall short of the quantity demanded unless a 
program of intensified timber management was 
undertaken. Demand and supply levels for all 

Table 1. -Quantities of softwood saw timber demanded and supplied from U.S. 
forests under alternative price assumptions 

Item 1970 1980 1990 2000 

1970 relative prices' ....................... 1970 dollars ............... ... ............... .. ..... . 119 119 119 119 

Quantity demanded2 ••••••••••••••••• billion board feet ..................................... . 46.2 57.9 65.6 71.8 
Quantity supplied2 •••••••••••••••••••••••••• do ............................................ . 46.2 46.8 47.4 47.0 
Quantity supplied with intensified 

management1 . .... ....................... do ...... _.• ..................................... . n.a. n.a. n.a. n.a. 

Rising relative prices• ..................... 1970 dollars . .. .......... .... ....................... . 119 137 157 181 

Quantity demanded2 ••••••••••••••••• billion board feet ..................................... . 46.2 48.2 48.9 49.1 
Quantity supplied2 •••••••••••••••••••••••••• do ............................................ . 46.2 48.0 49.6 51.0 
Quantity supplied with intensified 

management2 •••••••••••••••••••••••••••• do ............................................ . n.a. n.a. n.a. n.a. 

Relative prices 30 percent above 1970' ....... 1970 dollars ... .... ................................. . 119 155 155 155 

Quantity demanded2 ••••••••••••••••• billion board feet ..................................... . 46.2 44.7 50.6 56.7 
Quantity supplied2 •••••••••••••••••••••••••• do ............................................ . 46.2 50.8 50.0 48.6 
Quantity supplied with intensified 

management2 ••••••••• •• ••••••••••••••••• do .... . ............ .. ......................... . n.a. 52.4 52.7 53.3 

'Base price: weighted average price (1970 dollars) per thousand board feet for softwood lumber, softwood plywood, and other 
softwood products. Estimated by national average appraised selling price in Forest Service sales for calendar year 1970. 

1Op cit. The outlook for timber in the United States. Table 155, p. 216. 
3Base price of $119 rising at 1.4 percent per year compound growth rate. The 1.4 percent rate represents a weighted average of 

1.5 percent for softwood lumber and 1 percent for softwood plywood. • 
'Base price of $119 plus 30 percent. 
n.a. = not availJble. 
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three assumptions indicate that in the absence of 
intensified management, softwood timber product 
prices would have to rise for supply and demand 
equilibrium to occur. 

Table 2 shows the "equilibrium" prices and 
production levels, that is, the •levels that would 
prevail with supply and demand in balance. 
Estimates are shown with 1970 levels of timber 
management (with "some adjustments for recent 
environmental constraints ·on National Forest 
harvests") and with the program of intensified 
timber management referred to above. 

These data show that softwood timber output 
will be 50.4 billion board feet and product price will 
be $175 per thousand board feet in the year 2000 if 
the intensified management program is not under-
taken. Adoption of the program will lead to a 7 per-

cent (3.6 billion board feet) increase in output and a 
5 percent ($9) decrease in price. Because of the 
nature of the program the major timber supply im-
pact occurs after it has been in operation for some 
time. The impact of the program was analyzed for 
a 50-year period by the Forest Service. Gains due 
to the program were predicted to increase steadily 
from its inception to the end of the period of 
analysis. Since impacts are assessed in this report 
only up to the year 2000, the net program benefits 
may be underestimated. 
Impacts of intensified management on consumer 
savings and national income 

The implications of the intensified management 
program in terms of savings to consumers and 
national income are presented in table 3. Savings 

Table 2. -Estimates of "equilibrium" price and output kvel,s for softwood sawtimber and changes 
due to intensified timber management 

Item 

Current management 

Output ............................. billion board feet ..................................... . 
Price per thousand bd. ft1 ..•••.••••.••••• 1970 dollars ........................................ . 

Intensified management 

Output ..... , ............. . ......... billion board feet ..................................... . 
Price per thousand bd. ft. 1 .••••..••••.••• 1970 dollars ........................................ . 

Change due to intensified management 

Output ............................. billion board feet ..................................... . 
.................................. percent .......................................... . 

Price1 ••••••••••••••••••••••••••••••••• 1970 dollars ........................................ . 
............................ : ...... percent .......................................... . 

1 Estimate rounded to nearest dollar. 

Table S.-Secondary benefits from intensified timber 
management, 1980, 1990, and 2000 

Item 1980 

• 1980 

48.9 
140 

50.3 
137 

+1.4 
+2.9 

-3 
-2.1 

19~0 2000 

49.8 50.4 
155 175 

52.3 54.0 
150 166 

+2.5 +3.6 
+5.0 +7.1 

-5 -9 
-3.2 -5.1 

Savings to consumers' ................................................................... . 
Millions of 1970 doll,ars 

+166.3 +278.9 +483.8 

National income generated by increase in timber products output ............................. . 

Change in national income due to decrease in output of substitute products .................... . 

+170.7 +332.9 +530.6 

-174.5 -340.3 

Secondary benefits ............................................................. , . . J162.5 +271.5 +471.9 

'Computed from price and output data before rounding. 
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to consumers plus national income generated by 
the increase in timber products output represent 
the· gross secondary benefit to society. However, 
the output of substitute materials such as struc-
tural steel will be lower than it would have been· if 
the program of intensified management had not 
been undertaken. The reduction in national income 
due to this decrease must be deducted from the 
gross benefit. 

The analysis shows that savings to consumers 
will be substantial. For instance it is estimated 
that.they will amount to 484 million dollars in the 
year 2000 alone. The net effect on national income 
due to the increase in wood products output and 
the consequent decrease in output of industries 
producing substitute goods is negligible in com-
parison. For example, the net effect in the year 
2000 is estimated to be a decrease in national in-
come of only 12 million dollars. The overall secon-
dary benefits in the year 2000 are therefore es-
timated to be approximately $472 million. They are 
estimated to be approximately $163 million and 
$272 million for 1980 and 1990 respectively. 

Di,scounted benefits 

.Table 3 shows only secondary benefits in 
selected years. A fuller analysis requires examina-
tion of benefits and costs over all years in the study 
period. Results of such an analysis are presented in 
table 4. Overall secondary benefits for the 30-year 
period are shown to be $6. 7 billion before applying 
discount factors. These benefits amount to $2.8 
billion if they are discounted to the present time 
using a 5-percent discount rate. They amount to 
$1.3 billion when discounted at 10 percent. The 
costs of the intensified timber management 
program were estimated to be $69 million per year. 
If these are discounted and deducted from the 
above benefits, net benefits of $1.7 pillion and $663 
million _are obtained with 5-percent and 10-percent 

discount rates respectively. As illustrated in table 
3 subst_autial net benefits would occur even with 
higher interest rates. 

Other impacts of intensified management pro-
gram. 

The quantitative analysis in this report has been 
restricted to the impacts of the intensified 
management program on consumer savings and 
national income. This program would also have 
direct and substantial impacts on profits, employ-
ment, and payrolls in the timber products in-
dustries and those producing substitute products. 
The analysis suggested, for example, that an inten-
sified program would increase employment and 
payrolls in the timber industries. Such potential 
gains could be important in relation to programs to 
combat poverty both directly and indirectly as a 
means of stemming the flow of low-income 
families to densely populated urban areas. In addi-
tion, it should be noted that the timber industries 
provide a wide spectrum of employment oppor-
tunities for skilled and unskilled workers. 

Intensified management programs may also be 
important in relation to the national goal of achiev-
ing price stability through combating inflationary 
-trends in the economy. Direct price controls can be 
effective in certain industries manufacturing 
timber product substitutes such as steel and 
aluminum. These industries have high concentra-
tion ratios and cost-push inflationary 
characteristics because of their systems of ad-
ministered prices and powerful labor unions. Re-
cent experience has indicated that direct price con-
trols do not appear to be a practical way of con-
trolling prices in highly competitive industries 
such as timber processing. A more feasible infla-
tion control measure in these industries is to 

Table 4.-Total discounted and undiscounted benefits and costs for 
period 1970-2000 of intensified timber management1 

Item 

Overall secondary benefits ............................ 
Primary costs ...................... . ................ 
Net secondary benefits ............................... 

Undis-
counted 5% 

Discounted at -

10% . 15% 20% 

..................... Millions of 1970 dollars ............... . 

6,699 2,761 1,313 721 456 
2,070 1,061 650 453 344 

(I) 1,700 663 268 112 

1 Benefits and costs measured in constant 1970 dollars. Primary benefits such as increased stumpage revenue are not included. 
•Not applicable. 
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stimulate increased output. The greatest obstacle 
to increased output of timber products in the re-
cent past has been inadequate log supply. Inten-
sified timber management is one of the major 
means by which this obstacle can be overcome in 
the long run. 

Intensified management programs would repre-
sent a two-pronged attack on the balance-of-
payments problem. They would permit the export 
of timber products to Japan and other countries; 
and at the same time they would help stem the rise 
in timber imports from Canada. 

It should be noted that the distribution of 
economic effects were not investigated. The dis-
tribution of effects may be as important as their 
overall magnitude. A niore comprehensive analysis 
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might consider, for example, the impact on income 
distribution between occupational classes and the 
effect on regional stability and rates of growth. 
Such an analysis was not possible under the con-
straints of the present study but represents a fruit-
ful area for future investigation. 

Finally, issues such as aesthetic quality, water 
and air pollution, rates of use of nonrenewable 
resources, and optimal rates of growth of the 
national economy were not considered. These may 
also be important. Various studies have indicated, 
for example, that the air, water, and land pollution 
resulting from tl-le production of materials such as 
steel, concrete, aluminum, and plastics is of much 
greater magnitude than for softwood timber 
products such as lumber and plywood. 

METHODOLOGY AND ANALYTICAL ISSUES 

The theories and methods of welfare economies 
are basic to the analysis of changes in economic 
and social benefits discussed above. 

The theory of welfare economics depends on the 
establishment of a social welfare function for the 
determination of optimal allocation of com-
modities and resources. The social welfare function 
is conceived to be an aggregation of individual 
utility functions on a value judgment basis. The 
concept in its purest sense is of little practical 
value. 

The social preference criteria of Kaldor, Hicks, 
and Scitovsky represent attempts to judge whether 
a given change in the economy is socially 
preferable to the existing state (Henderson and 
Quandt).2 Kaldor's criterion, for instance, says 
that state A of society is preferable to B if those 
who gain from A could compensate the losers and 
still be better off than they would be if state B 
prevailed. Such criteria are obviously of limited 
~sefulness in choosing between real-world alter-
natives. Proxy measures of changes in social net 
benefit are necessary to assess the desirability of 
intensified timber management programs. 

Two types of measures used here are changes in 
consumer outlays for timber products and sub-
stitute materials and changes in the size of 
national income. 

Changes in national income resulting from a 
program, such as intensified timber management 
which shifts supply schedules, must be interpreted 
with care. A reduction in the price of certain com-
modities resulting from an increase in supply could 
conceivably lead to a reduction in gross national 
product measured in undeflated dollars. A price 
reduction arising from an increase in supply 
represents, however, a gain in real income. Con-
sumers can obtain a bundle of goods with the same 
utility as before for less expenditure; the amount 
saved may then be used to purchase additional 
goods and services. An overall reduction in con-
sumer outlays for timber products and substitute 
materials due to an increase in supply must be 
regarded as a real gain in social benefit. 

2Henderson, James M., and Richard E. Quandt. 1971. 
Microeconomic theory. Ed. 2, 431 p. McGraw-Hill, New York. 
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Effects on consumer out/,ays 

Types of consumer outlays relevant for this dis-
cussion are outlays for timber products such as 
lumber and plywood, substitute materials, and 
housing and other end products utilizing wood-
based materials. Analysis of the effect of inten-
sified timber management programs is best con-
ducted using the supply-demand framework 
diagramed in figures 1 and 2. 

Figure 1 shows the effect of intensified timber 
management on timber product markets for a 
single period. S represents the supply without in-
tensified management; S1 represents the shifted 
schedule due to intensified management. Con-
sumer outlays for timber products without inten-
sified management is represented by OCAG; with 
intensified management they would be OJBH. The 
net change in consumer outlays for timber 
products would therefore be (GKBH - JCAK). The 
magnitude and direction of the change depends 
largely on the elasticity of demand. 

Decreases in timber product prices brought 
about by intensified management would likely lead 
to an increase in supply of final products such as 
housing which utilize wood~based materials. This 
increase in supply would result in a change in con-
sumer outlays of the same type as depicted by 
(GKBH - JCAK) in figure 1. 

An assessment of the impact of intensified 
management, of course, should not count both the 
change in consumer outlays for intermediate 
products and the change for final products. 
Recognition should, however, be given to the fact 
that decreases in consumer outlays for competitive 
products such as structural steel could occur as 
represented in figure 2. The decrease in the price of 
timber products causes demand for the substitute 
product to decrease from D to D1• Consumer out-
lays for the substitute product thus decrease from 
IMRT to ILNU. The magnitude of the decrease 
depends on the elasticity of supply for the sub-
stitute product as well as on the degree to which 
the demand shifts. 

One method of measuring gains to consumers 
would be to estimate the reduction in outlays for 
final products such as housing brought about by 
programs of intensified timber management. Such 
an approach is, however, less feasible than es-
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Figure 1.-Supply and demand for wood products under 
intensified timber management. 

timating the overall reduction in consumer outlays 
in intermediate markets. This involves estimating 
the net change in outlays for timber products such 
as lumber and plywood and the reduction in out-
lays for substitute materials. The overall change 
may be represented by (GKBH - JCAK) in figure 1 
minus (LMRN + UNRT) in figure 2. 

Estimation of the potential reduction in outlays 
for substitute products (LMRN + UNRT) would in-
volve analyses of supply and demand for substitute 
products. This was not feasible, so proxy measures 
of this reduction were used. It was reasoned that 
the increase in output of timber products 
evaluated at the "new" prices (those that would 
prevail with intensified management programs) 
would be an appropriate measure of the reduction 
in outlays for substitute products. This was con-
sidered to be a conservative estimate since it is un-
likely that consumers will switch products unless 
the resulting bill is lower. Thus the area GKBH 
was taken as a proxy measure for (LMRN + 
UNRT). The overall reduction in consumer outlays 
may therefore be estimated by the area JCAK 
which represents the level of output of timber 
products without intensified management mul~ 
tiplied by the price reduction brought about by in-
tensified management. 

Effects on profits, empl,oyment, and payrolls 

Change in output and · prices in the forest 
products sector due to intensified timber manage-
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Figure 2.-Supply and demand for substitute product. 

ment programs may have a direct effect on profits, 
employment, and payrolls in a number of sectors 
including stumpage sector, logging and timber 
processing sector, sectors producing substitute 
materials, and final product sectors using wood 
materials. 

The potential effect on profits may be 
highlighted by reference to figures 1 and 2. In 
theory, the area under the supply schedule 
represents the total cost of production, and as 
Mishan3 points out the area between the price line 
and the supply schedule represents an economic 
:rent, loosely termed "producers' surplus." The 
"surplus" is synonymous with the aggregate of 
business profits accruing to individual firms 
because of variation in long-run cost structures 
due to such things as differences in management 
talent and access to scarce factors such as land and 
capital. 
- The gain to owners of logging and timber 

processing enterprises due to intensified manage-
ment would therefore be represented by an area 
similar to (F JB - ECA) in figure 1. The gain to 
firms, such as homebuilders, utilizing wood 
products in their production processes may be 
similarly represented. It is of course recognized 
that profit levels of firms making materials com-
petitive with wood products could be reduced 
because of intensified timber management. This 

3Mishan, E. J. 1971. Cost-benefit analysis. Praeger. New 
York. 
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reduction would be represented by area LMRN in 
figure 2. Lastly, it is possible that some owners of 
stumpage will not benefit from intensified 
management and the demand schedule facing 
these owners will shift backward. A supply and de-
mand framework similar to the one displayed in 
figure 2 is applicable. Thf:l loss to these stumpage 
producers would be represented by an area similar 
to LMRN. 

Hypothetical supply and demand relationships 
for labor are shown in figures 3 and 4. An increase 
in the supply of stumpage under intensified timber 
management will probably lead to an increased de-
mand for inputs by timber processors, and demand 
for labor will ·increase from DW to DW1. It is 
hypothesized that supply of labor relationships 
have a reversed "L" shape-perfectly elastic in-
itially at the going wage (WW) but ultimately 
becoming inelastic at some maximum level such as 
ZW. The increase in employment due to intensified 
management is shown in figure 3 as (YW - XW). 
With intensified management programs the de-
mand for substitute products would be lower than 
without intensified management and demand for 
labor by industries producing substitute products 
would be DC1 rather than DC as shown in figure 4. 
The corresponding reduction in employment would 
therefore be (YC - XC). Wage rates in substitute 
products industries may be higher but these in-
dustries may have higher capital-output ratios on 
the average than timber processing. The increase 
in man-years of employment in timber processing 

D w1 
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Figure 3.-Demand and supply for labor in forest industries. 
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is thus likely to be greater than the decrease in 
employment in the substitute industries. 

The net change in payroll levels will depend on 
the magnitude of wage differentials in the forest. 
industries vis-a-vis substitute product industries. 

Effects on the general economy 

Although the most obvious impact of intensified . 
timber management programs is on employment 
or payrolls in the forestry and timber-processing 
sectors, or in sectors producing materials that are 
substitutes for wood products there will be impacts 
on other sectors of the economy, especially those 
which supply inputs to the sector under study. · 

This economic interdependence means that a 
change in one sector may have a reverberating, 

. "multiplier" effect throughout the whole economy. 
For example, a one-million-dollar change in the 
output of the timber-processing sector means an 
increase in employment in that sector and an in-
crease in the output of sectors ~upplying inputs to 
it. This is only the first round effect. Households 
receiving the extra income spend it and thus 
stimulate new output. Industries supplying inputs 
to the timber-processing sector increase their 
purchases from other sectors which in turn may 
increase their output, work force, payments to 
households, and purchases of inputs. This process 
continues with the effect becoming smaller and 
smaller in successive rounds. The concept of a mul-
tiplier is used to represent the total impact. 

XC YC ZC 
EMPLOYMENT 

Figure 4.-Demand and supply for labor in substitute product 
industries. 



Multipliers may be output multipliers, income 
multipliers, or employment multipliers. The out-
put multiplier for a given sector (sometimes 
referred to as a business income multiplier) is the 
total increase in output of all sectors combined (in 
dollar terms) generated by a $1 change in the out-
put of the sector (Little and Doeksen).' The income 
multiplier for a given sector is the total change in 
income of all households in the economy due to a $1 
change in the payments to households by the sec-
tor. "Payments to households" cover wages and 
salaries, business profits, etc. Bradley6 defines two 
types of income multiplier. Type I covers only the 
direct and indirect income effect; type II covers 
also the "induced" income effect which results 
from the increase in final demand due to 
households spending the increase in payments to 
them. The employment multiplier for a given sec-
tor is the change in employment in the whole 
economy due to a unit change in the labor force in 
the sector. 
• Three tools are available for estimating the 
magnitude of multipliers: (a) export-base 
(economic base) theory, (b) input-output (interin-
dustry) analysis, and (c) econometric-simulation 
models. 

The input-output approach is covered in a 
number of well-known texts such as Miernyk6 and 
Leontieff7 and need not be described here. Its ad-
vantages as a device for handling complex interin-
dustry relations clearly outweigh its defects such 
as the assumption of linear production relations. 
Input-output analysis can be expensive if primary 
data must be obtained by survey procedures. There 
are indications, however, that analyses based on 
secondary data, for example adapting national 
coefficients to local regions, may give comparable 
results (Boster and Martin).8 

The export-base approach is simple and requires 
much less data. Its major weakness lies in its fun-
damental assumption that the overall level of 
employment in a region depends solely on the level 
of employment in certain basic sectors whose out-
put is largely exported from the region. A related 
weakness is the arbitrariness with which in-

'Little, Charles H., and Gerald A. Doeksen. 1968. An input-
output analysis of Oklahoma's economy. Okla. Agric. Exp. Stn. 
Tech. Bull. T-124, 31 p. Okla. State Univ., Stillwater. 

6Bradley, Iver E. 1967. Utah interindustry study: An input-
output analysis. Univ. Utah, Utah Econ. and Bus. Rev. 27(7):1-
13. 

6Miernyk, William H. 1965. The elements of input-output 
analysis. 158 p. Random House, New York. 

7Leontieff, W assily. 1966. Input-output economics. 257 p. Ox-
ford Univ. Press, New York. 

8Boster, Ronald S., and William E. Martin. 1972. The value of 
primary versus secondary data in interindustry analysis: a 
study in the economics of the economic models. Ann. Reg. Sci. 
6(2):35-44. 
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dustries or parts of industries are classed as basic 
or nonbasic. 

The econometric-stimulation approach has 
received much less use to date than the other two 
methods and its potential has perhaps not been ful-
ly realized. Cross-section or time series data are 
used to estimate systems of relationships which 
explain economic phenomena such as the level of 
regional income and employment in terms of key 
variables such as output or employment in in-
dustries of interest. The impact of varying the level 
of key variables is then determined by computer 
simulation. A study by Arthur D. Little, Inc.,9 is 
one of the few cases in which this approach has 
been tried in relation to natural resource develop-
ment or management. 

The input-output approach was judged to be 
most appropriate for the empirical analysis 
presented in the next section. The export-base ap-
proach was rejected because of its arbitrary nature 
and because of its doubtful validity in analyzing 
national effects. The econometric-simulation ap-
proach was not considered feasible because of the 
unavailability of estimated models. Dependence 
was therefore placed on estimates of income 
effects and multipliers obtained using the input-
output approach. 

Several types of effects of an intensified 
management program have been discussed so far, 
including effects on consumer expenditures, and 
direct and indirect effects on income, employment, 
and output. As mentioned previously, an overall 
reduction in consumer outlays for timber products 
and substitute products represents a real gain in 
national income. Such a reduction must be explicit-
ly accounted for in any analysis. Effects on profits, 
payrolls, and output must also be covered. 

As explained above, input-output analysis may 
be used to estimate either business income (output) 
effects using output multipliers, or household in-
come effects using (household) income multipliers. 
Business income effects may be misleading as in-
dicators of real income gains since they represent 
the gross value of interindustry sales rather than 
the value-added concept used in national income 
accounting. The household income effect on the 
other hand, is a measure of value-added and cor-
rectly portrays the effect on national income. For 
this reason the household income effect is the 
measure employed in the empirical analysis dis-
cussed below. 

Direct income and output effects may be impor-
tant when gaging the relative impact of a change 
on different industries or sectors of an economy. 
This analysis, however, is concerned only with the 

9Arthur D. Little, Inc. 1966. The impact of the proposed 
Redwood National Park on the economy of Del Norte County. 
San Francisco. March. 

overall magnitude of effects rather than with their 
distribution. Furthermore the household income 
multiplier, as estimated by input-output analysis, 
takes into account both direct and indirect effects. 
It represents the effect on profits and payrolls in 
those sectors directly affected by programs of in-
tensified timber management, and in any other 
sectors throughout the economy in which changes 
are induced. Only the household income effect was 
investigated in the empirical analysis. Direct 
effects on income and output were not computed. 
Employment effects were not analyzed either, on 
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the premise that they would be highly correlated 
with changes in national income. 

The above discussion outlines the theory and 
methodology available for estimating the impact of 
the intensified timber management program 
described in the recent Forest Service report on the 
timber situation.10 The material in the following 
section describes the development of quantitive es-
timates of the impacts on consumer expenditures 
·and national income. 

10Op cit. The outlook for timber in the United States. 



EMPIRICAL ANALYSIS 
The beginning point in the analysis was the 

Forest Service projections of softwood timber 
demands and supplies and the assumptions on 
relative prices (table 1). These data were used to es-
timate demand and supply relationships by means 
of both least squares and graphical analysis. The 
relationships are presented in equation form in 
table 5. It should be recognized that these es-
timates are based on a number of assumptions. For 
example, it does not take into account the fact that 
supply schedules used are interdependent; i.e., a 
high harvest level in 1980 will, because of depletion 
of timber inventory, shift the 2000 supply schedule 
more than would a low harvest level in 1980. De-
mand may be similarly affected because of irrever-
sibility of substitution trends; for instance, a high 
price in 1990 may lead to a greater backward shift 
in the demand schedule in later years than would a 
lower price. Nevertheless, the estimated equations 
must be regarded as "best available" at the present 
time. 

Consumer savings 

The most appropriate estimate of savings to con-
sumers, as explained above, is the timber products 
consumption level that would prevail in the 
absence of the intensified management program 
multiplied by the reduction in price brought about 
by the program. This allows for a reduction in ex-

penditures for substitute products as well as for 
the increase in expenditures for wood products. 
These savings are shown in table 3. 

National income 

The other component to be assessed in es-
timating overall gains due to intensified manage-
ment was the net effect on national income of in-
creasing the output of timber products and 
decreasing the output of substitute products. As a 
preliminary step, a review was carried out of 
selected studies dealing with the estimation of 
multipliers associated with forestry and the forest . 
industries. This review, presented in Appendix A, 
suggested a number of possible multiplier values 
depending on the region being studied and the 
method of analysis. 

No single value was judged appropriate for this 
study in view of the need to cover the national 
situation and to give comparable treatment to the 
forest industries and to industries producing sub-
stitute products. The 1963 national input-output 
model of the U.S. Department of Commerce11 was 
therefore used to calculate household income mul-
tipliers. These multipliers were type I and did not 
include any possible induced effect due to expan-

11u.s. Department of Commerce. 1969. Input-output struc-
ture of the U.S. economy: 1963. US Dep. Commer., Off. Bus. 
Econ., Surv. Curr. Bus. 49(11):16-47. 

Table 5. -Softwood ~imber demand and supply relationships 
for years 1980, 1990, and2000 . 

Item 

Demand ..................................................................... . 

Supply without intensified timber management .................................. . 

Supply with intensified timber management ............... ...................... . 

1P = Price per thousand board feet in 1970 dollars. 
Q = Output in billion board feet. 

Year 

1980 
1990 
2000 

1980 
1990 
2000 

1980 
1990 
2000 

Equation' 

P = 264.697 - 2.540Q 
P = 263.768- 2.182Q 
P = 310.453 - 2.682Q 

P = -277.683 + 8.544Q 
P = -591.333 + 15.000Q 
P = -587.763 +15.132Q 

P = -292. 706 + 8.544Q 
P = -635.500 + 15.000Q 
P = -651.514 +15.132Q 

sion of final demand resulting from an increase in · 
household spending. Type II multipliers would 
have allowed for this induced effect, but the sub-
stantially greater computational effort was not 
warranted in view of the fact that expansion in 
final demand due to increased output of one sector 
would be offset due to decreased output of the 
other sector. 

Consideration was given to computing weighted 
average multipliers covering groups of industries. 
Studies by Koenigshof12 and others suggest, 
however, that the most likely type of product sub-

• stitution deterred by intensified timber manage-
ment programs would be the replacement of 
lumber by steel in floor and wall framing. 
Multipliers and household income effects were 
therefore, computed only for the lumber and wood-
products sector and for primary iron and steel 
manufacturing. They are as follows: 

Income effect 

Income multiplier 

Lumber and Primary iron 
wood products and steel 

0.89 

2.45 

0.91 

2.14 

12Koenigshof, Gerald A. 1974. Comparative in-place cost 
between wood and steel residential floor and wall framing. 
USDA Forest Serv. Res. Pap. WO-22, 56 p. 

The income effect indicates that household in-
come will increase by 89 cents in response to a $1 
increase in wood-products output. The income mul-
tiplier suggests that income for the Nation will in-
crease by $2.45 if payments to households by the 
lumber and wood-products sector go up by $1. 
Multiplying the household income effect by the 
change in value of output of timber products due to 
the intensified management program gives an es-
timate of the total income effect originating in the 
wood-products sector. A similar estimate can be 
obtained for the iron and steel sector. The 
difference between ·these estimates is thus a 
measure of the overall income effect. 

As discussed above, the increase in expenditures 
for timber products due to intensified manage-
ment was taken as a conservative estimate of the 
decrease in expenditures for substitute products. It 
was measured by the increase in output multiplied 
by the price that would prevail if the intensified 
management program was adopted. Computation 
of the national income effect is shown in table 6. It 
should be noted that no attempt was made to pro-
ject values of income multipliers. Static values ob-
tained from the 1963 input-output model were used 
for each selected year. 

Table 6.-Computation of income effect due to intensified 
management, 1980, 1990, and 2000 

Item 1980 1990 2000 

Increase in wood products output due to intensified 
management ....... . ............... billion board feet .... ....... .... .. ............ . ...... . 1.4 2.5 3.6 

Wood products price per thousand board feet with intensified 
management ......................... 1970 dollars ...................................... . 137.00 149.60 165.60 

Increase in output of wood products due to intensified 
management ...................... million 1970 dollars ............... .. .......... ..... ... . 191.8 374.0 596.2 

Household income effect per $1 of output for wood 
products ...... ... ...................... dollars ........................................ . 0.89 0.89 0.89 

National income generated by increase in wood products 
output ............................ million 1970 dollars ........................ ....... .... . 170.7 332.9 530.6 

Household income effect per $1 of output for primary iron . 
and steel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . dollars ........................................ . 0.91 0.91 0.91 

Reduction in national income due to decrease in output of substitute 
products ................ ......... . million 1970 dollars ..................... .. ............ . 174.5 340.3 542.5 

Net reduction in income due to intensified manage-
.q1ent ................. , ........... million 1970 dollars ................................... . 3.8 7.4 11.9 
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APPENDIX A-REVIEW OF SELECTED 
. MULTIPLIER STUDIES 1 

Several analyses of multiplier effects for the 
forest industries sector have been off shoots of 
general input-output studies. Bradley (1967) in 
1963 conducted an interindustry study for the 
State of Utah; his lumber and wood-products sec-
tor included sawmills, millwork plants, household 
furniture, and other furniture products. The type 
II income multiplier for this sector was estimated 
to be 1.95, implying that for every $1 increase in 
payrolls in lumber and wood products $1.95 of 
household income will be generated. This includes 
the effect due to households respending any in-
come received in the form of wages, profits, etc. 
Bradley noted that sectors with high direct income 
payments to households tended to have lower in-
come multipliers. 

The lumber and wood-products sector ranked 
27th out of 39 sectors in terms of the income mul-
tiplier. In terms of direct payments to households it 
ranked 15th. Approximately 37 cents out of every 
dollar spent by this sector went to households. Sec-
tors with the highest income multipliers were food 
retail ( 4.96), livestock (4.33), and building-general 
contractors ( 4.02). Bradley estimated that the in-
come multiplier associated with the "traveler" in-
dustry (including tourism) was about 2.40. 

The output multiplier for lumber and wood 
products was 1.32, giving it a rank of 30. In other 
words a $1 increase in output might be expected to 
generate a total increase of $1.32 in the output of 
t~e pi:ocessing sectors of the Utah economy 
(mcludmg lumber and wood products). Food retail 
(?,37), building-general contractor (2.19), and 
livestock (2.10) were, again, the major sectors in 
this respect. 

Sandoval (1968) utilized the 1960 input-output 
model of the New Mexico economy in a similar 
manner. He determined that the type II income 
multiplier for lumber and wood products was 1.97 
(or 2.23 if respending by government as well as by 
households was allowed for). Lumber and wood 
products ranked about 10th out of 42 sectors in 
terms of income multipliers. Approximately 31 
cents of every $1 spent by the lumber and wood-
products sector went directly to households. Value 
added by the sector represented about 0.5 percent 
of the State total. 

'Thanks are due to H. F. Kaiser for providing many of the 
references. 
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Raf snider and Kunin (1971a) developed an inpu_t-
output model for Idaho for 1967 based on national 
coefficients. Forestry and forest industry was 
covered by the following 10 sectors: 

Forest, Greenhouse and Nursery Products 
(FGNP) 

Forest and Fishery Products (FFP) 
Agricultural, Forestry and Fishery Service 

(AFFS) 
Logging Camps and Logging Contractors 

(LCLC) 
Sawmills and Planing Mills (SPM) 
Millwork (M) 
Veneer and Plywood (VP) 
Other Wood Products (OWP) 
Pulp Mills (PM) 
Paperboard Mills (PB) 

In 1971, as a follow-up to this study they examined 
the effect of varying Forest Service harvest levels 
in the State (Rafsnider and Kunin, 1971b). 
Variations considered were a 25-percen t decrease 
and 100, 200, and 300 percent increases in cut. 
Changing the level of timber harvest was 
represented by changing the level of output of the 
Forest and Fishery Products Sector. These changes 
influenced deliveries to final demand in the follow-
ing. sectors: Forest and Fishery Products; 
Agricultural, Forestry and Fishery Services; 
Forest, Greenhouse and Nursery Products; and 
Meat, Animals and Miscellaneous Livestock 
Products (MALP). A patently inappropriate 
assumption of the analytical procedure was that 
total gross output would change for only the 
Forestry and Fishery Products sector. This meant 
that exports of saw logs would be necessary with 
increases in timber harvest, and importation of 
saw logs would take place if the timber harvest 
was decreased. Because of this assumption the 
results of their study must be viewed with caution. 
A major conclusion of the study was that a 25-
percent decrease in Forest Service harvest levels 
would lead to a decrease in total income in Idaho of 
1.6 million dollars and that a 100-percent increase 
would lead to an income increase of 6.6 million 
dollars. Their estimates of multipliers for the 
Forest and Fishery Products sector were: output 
multiplier (1.32); income multiplier (1.38); employ-

ment multiplier (1.21). The income multiplier 
appears to be type I and thus would not include the 
effect of respending by households. 

The study by Herbst (1972) was an application of 
the Rafsnider-Kunin input-output model to a two-
county (Valley-Adams) area. The effect of chang-
ing the allowable cut on Forest Service lands was 
assessed by allowing variation in total final de-
mand for the output of (a) logging camps and con-
tractors and (b) sawmills and planing mills. Ex-
ports were the only component of final demand 
allowed to vary. Harvest levels investigated were 
100-, 50, and 25-percent increases, and decreases of 
similar magnitude. Allowance was made for the 
fact that the Forest Service supplies only 60 per-
cent of the logs used in the Valley-Adams area. A 
reasonable assumption was made that local forest 
industry had capacity available to log and process 
any increase in cut and that any additional re-
quirements for labor could be obtained locally. 
Herbst computed changes in total gross output, 
payrolls, and value added, and estimated, for ex-
ample, that a 100-percent decrease in the level of 
Forest Service cut would lead to a decrease in total 
gross output of approximately $15 million. 

A recent study (FORMA) by Drake, Randall, and 
Skinner (1973) demonstrates the versatility of the 
input-output approach in analyzing the impact of a 
variety of Forest Service actions. The 1960 New 
Mexico model described by Sandoval (1968) was 
adapted to a seven-county area in northern New 
Mexico after updating to 1968. This northern New 
Mexico model had 29 sectors, including sectors for 
(a) logging contractors, (b) sawmills and planing 
mills, (c) other wood-processing and furniture. In 
addition, households and four Forest Service ac-
tivities (range, timber, recreation, and "other") 
were treated as individual, endogenous sectors. An 
interesting adjunct to the input-output model was 
a matrix of occupational labor coefficients (OLC) 
covering 21 occupational groups. The objective of 
this development was to allow the study team to 
investigate the differential impact of programs on 
individual occupational groups. The use of the OLC 
matrix in this connection is discussed in Drake 
(1973). 

Some of the case studies considered in the 
FORMA investigation were new programs for road 
construction or maintenance; change in grazing 
fees or grazing allotments; reduction in mining ac-
tivity; and establishment of a handcrafted fur-
niture enterprise. The case study of primary in-
terest here wa~, however, an assessment of the im-
pact of shifting $1 million from the Forest Service 
timber management budget into the budget for 
recreation. This change resulted in a $9 million 
decrease in the gross output of the region including 
a $1.4-million loss in household income. It 
appeared that distinct changes would occur in the 
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level of employment and its distribution between 
occupational groups. For instance, it was es-
timated that modest gains would accrue in the of-
fice worker and lower skilled worker classes and 
that substantial reductions in employment would 
take place in the craftsmen and operatives class. It 
was estimated that there would be an overall 
reduction in regional employment of 103 man-
years. 

The study by Kaiser and Dutrow (1971) encom-
passed three subregions in the South: South Atlan-
tic, East South Central, and West South Central 
States. They presented output, income, and 
employment multipliers for the South as a whole 
for a variety of sectors in the forest economy. For 
example, they report output multipliers for logging 
contractors (1.65), pulpwood producers (1.34), saw-
mills and planing mills (1.87), veneer and plywood 
mills (2.13), and pulpmills (2.02). Income mul-
tipliers were presented in terms of changes per $1 
change in final demand for the sector. This infor-
mation may be used to compute type I income mul-
tipliers for various sectors such as logging contrac-
tors (1.14); sawmills and planing mills (1.72); 
veneer and plywood plants (1.86); and pulpmills 
(3.60). Information on employment effects may be 
similarly used to compute employment multipliers 
representing the change in regional employment 
generated by a one-man-year increase in employ-
ment in a given sector. These multipliers were 1.16 
for logging contractors; 1.62 for sawmills and plan-
ing mills; 2.11 for veneer and plywood plants; and 
3.71 for pulpmills. 

Analysis of forest resource issues in the above 
mentioned studies was conducted by adapting in-
formation from more general input-output models. 
Bromley, Blanch, and Stoevener (1968), Reimer 
(1970), and Hughes (1970a), on the other hand, 
developed input-output models from primary data 
with the specific/urpose of analyzing such issues. 

Reimer studie the impact of establishing new 
forest industries in four counties in southern In-
diana. He reported a total output multiplier for the 
forestry and wood-using sectors of 3.14. Hughes 
conducted a comprehensive study of the role of 
forestry in the economy of Itasca County, 
Minnesota. He reported that direct payments to 
households represented 63 percent of every dollar 
of sales (mainly stumpage) by the timber produc-
tion sector. For timber operators and sawmills the 
percentages were 39 and 29 respectively. He ob-
tained output multiplier estimates of 3.45, 3.00, 
and 3.11 for timber production, timber operators, 
and sawmills respectively. Having obtained such 
multipliers, he proceeded to consider the impact of 
various changes in the county's economy. Of par-
ticular interest was his estimate of the impact of 
making available an additional 50,000 cords of 
pulpwood stumpage with a total value of $75,500. 



He estimated that an additional $185,000 of sales 
by other sectors (including households) would be 
generated if such a volume were sold. 

Bromley, Blanch, and Stoevener in their study 
of Grant County, Oregon, developed a model with 
14 processing sectors including a lumber sector 
which represented all wood processing in the coun-
ty. The output multiplier for the lumber sector was 
1.28, giving it a rank of 6th out of 14. In terms of 
impact on household income the lumber sector 
ranked 7th with a multiplier of 1.17. It should be 
noted, however, that this was a type I estimate 
which did not include the effect of respending by 
households. The multiplier would have been larger 
if households had been treated as an endogenous 
sector. • 

The studies ref erred to above are all based on 
input-output analyses. Several studies using the 
export-base approach are of interest. Johnson 
(1972) estimated that 43 percent of total employ-
ment and 51 percent of total personal income in 
western Montana came either directly or indirectly 
from the wood products industry. Multiplier es-
timates were derived by dividing total employment 
or earnings by the level of basic employment or 
earnings. She defined manufacturing, Federal 
Government, agriculture, mining, and railroads as 
basic (primary) industries. Her employment mul-
tiplier estimates were 3.07 for the State and 2.73 
for western Montana. Estimates of income mul-
tipliers were 3.09 and 3.29 respectively. 

As a supplementary part of the study Johnson 
examined the potential impact of a reduction in 
timber harvest levels. She estimated that a 20-
percent reduction (150 million board.feet per year) 
would lead to a loss to the wood products industry 
of 750 jobs and $7 million in wages, salaries, and 
proprietors' income. The Statewide impact was 
assessed at 2,370 jobs and $22 million in income 
(approximately 1 percent of Montana's total 
employment and income in 1969). I:.ocal impacts 
were estimated to be much greater; for instance, it 
was speculated that employment in western Mon-
tana might decline by 3 percent and income by 5 
percent. It was also estimated that a 30- to 35-
percent reduction in timber harvest (approximate-
ly 250 million board feet) might lead to a 1.4-
percent decline in employment and a 1.7-percent 
decline in personal income for the State as a whole. 
For western Montana, these figures were 5.1 per-
cent and 7.8 percent respectively. It is interesting 
to note that the 30- to 35-percent reduction in cut 
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was thought to be the effect that an immediate ban 
on clearcutting would have. 

Convery (1973) in a small-area study in 
Tennessee designated basic sectors on a judgment 
basis in a manner similar to that of Johnson. Basic 
sectors were agriculture, forestry and fisheries, 
mining, and basic manufacturing. He estimated 
that each basic job in 1970 generated 0.91 other 
jobs; that is, his employment multiplier estimate 
was 1.91. He also made estimates of the timber 
volume "required" per emplqyee in saw-log 
harvesting (261 M board feet), pulpwood 
harvesting (471 M board feet), sawmilling (74 M 
board feet); and pulp and paper manufacturing 
(164 M board feet). 

Maki in his Pacific Coast studies (Maki, 1967 and 
1968; Maki, Schallau, and Beuter, 1968) used the 
excess-employment techniques to estimate the por-
tion of the employment in each area which was 
engaged in economic base activities. This technique 
accepts the national distribution of employment 
among industries as a norm. Any industry in a 
local area or region with employment in excess of 
this norm was considered to be producing for ex-
port markets. This allowed him to construct 
"timber-dependency indicators" for various areas, 
defined as the percentage of excess employment in 
the area which was in timber-dependent manufac-
turing and forestry activities. He used an export-
producing employment multiplier which is es-
timated by either the ratio of total employment in 
an area to the level of (1) commodity-producing 
employment, or (2) excess employment. His mul-
tiplier estimates for the Douglas-fir region are 2.6 
using commodity-producing employment and 6.0 
using excess employment. The commodity-
producing estimates for individual areas within the 
region were consistently lower than the estimates 
based on excess employment. This disparity is not 
unexpected since commodity-producing employ-
ment will always be greater than excess-
employment . because of production for local 
markets. 

In concluding, mention should be made of the study 
by Hair (1963). He estimated value added attributable 
to timber by apportioning value added in an industry 
using wood or wood products in proportion to the cost 
of various materials consumed. He estimated that 
about 6 percent of gross national product originated 
in timber-based activities and that about $25 of 
value added was associated with every $1 of timber 
harvested. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

AUG 2 0 ?374 

MEMORANDUM FOR KENNETH R. COLE I 
FROM: FRANK G. ZARB • 

, SUBJECT: TIMBER POLICY STU 

As I mentioned earlier, the President has directed that 
the Timber Task Force be supervised by a Domestic 
Council committee. If you agree, I propose that the 
interagency working group remain intact and continue 

. its work. I have attached an outline of our study for 
your review. 

Further, I would suggest that the working group take 
its policy direction from, and reports to, a Domestic 
Council committee. Thinking that you would agree 
with this approach, I have drafted a letter from you 
to General Haig which outlines sue h a plan. 

Attachment 
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Revised 8/\4/74 

Analysis of Timber Supply Problems and 
Policy Options 

I. Brief overview of timber supply problems 

A. Does price instability constitute a problem for which additional 
or different Federal actions would be appropriate? 

1. Review price behavior to determine the extent of price 
fluctuations over past five years . . 
a. Several major softwood lwnber and plywood products. 
b. Several major species of sawtimber stumpage by 

ownership classes. 

2. Projections of price for next five years. 
a. Several major softwood lumber and plywood products. 
b. Several major species of sawtimber stumpage by 

ownership classes. 

3. Factors affecting cyclical price behavior 
a. Housing cycle 
b. Other demand factors 
c. Transportation 
d. Labor 
e. Industrial capacity 
f. Industrial inventory policy 
g. Futures market 
h. Short-run price responsiveness of private growers 
i. Foreign supply and demand 
j. Short-run elasticities of supply and demand 
k. Federal Policies 

(1) Harvesting policies · 
(2) Policies affecting demand 
(3) Budget policy 
(4) Other 

4. Who benefits and who loses from price fluctuations? 
a. Timber growers 

(1) Federal 
(2) Other public 
(3) Industry 
(4) Other private 

b. Forest products industry 
·c. Industries producing substitute materials 
d. Housing industry 



e. Other users of forest products and substitutes 
f. Home owners 
g. Prospective home buyers 

·h. Income classes 
i. Forest-products-industry-dependent communities and 

regions _ 
j. Other users of Forest lands 

5. Other implications of price instability 

2 

a. Do price fluctuations lead to inefficiencies in the timber 
sector, resulting in higher costs and/or lower profits? 

b. Effect of price instabiltty ~n housing and on other sectors 
that are major timber purchasers. 

c. Effect of price fluctuations on profits of timber growers 
and processors. 

d. Short run supply response to price fluctuations. 

(1) Private 
(2) Federal 

B. Do prospective long tenn (5-25 years) increases in relative timber 
prices constitute a problem for which additional or different 
Federal responses are appropriate? 

1. Review price projections to year 2000, examine plausibility of 
assumptions underlying forecast. 
a. Several major softwood lumber and plywood products. 
b. Several major species of sawtimber stumpage by 

ownership classes. 

2. Factors affecting long-run price behavior 
a. Trends in domestic demand 
b. _Trends in foreign demand 
c. Long-run price elasticity of demand 
d. Trends in foreign supply 
e. Long-run supply curve of private growers; rate of return necessary 

to induce investment 
f. Rate of technical progress 
g. Competing uses of forests 
h. Environmental issues 
i. Availability of sawtimber on Federal forests 
j. Federal policies 

(1) Reforestation and growth policies 
(2) 
(3) 
(4) 

Harvest policies 
Budget policy 
Tax policies 

• 



3. Implications of projected long term price increases. 
a. Who benefits and loses? 

(see list under I-A-4) 
b. Effect on rate of return of investment. 
c. Other i.I;nplications. 

4. Implications of substitution of other·materials for wood. 
a. Environmental . 
b. Impact on exhaustible resources 

3 

II. Evaluation of Federal timber policy options, with particular attention 
to the problems identified in Part I. 

A. Objectives of Federal forest management 
1. Timber prices, present and future 
2. Federal receipts and expenditures 
3. Water quality and quantity 
4. Recreation and wildlife • 
5. Esthetics 
6. Other environmental considerations 
7. Community stability 
8. Other 

B. Specifics of timber management policy objectives 

I 1. Reforestation and growth policies 
2. Harvesting,sales, and road-building policies 

C. Review and analysis of current policies 
1. Reforestation and growth , 

a. L~vel of investment 
b. Allocation of investment among projects, regions, 

applications; degree of concentration on most productive 
lands 

2. Harvesting policies 
a. Interpretation and application of even-flow concept; allowable 

cut 

b. Establishment of rotation length 
c. Clearcutting vs. uneven age n;ianagement 
d. Geographical scale of working circles 
e. Contractual arrangements 
f. Road building 
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D. Identification and evaluation of policy options 
1. Reforestation and growth 

a. Level of investment 
b. Allocation of investment 
c. Implications of policy options 

2. Harvesting 
a. Alternatives to even flow 
b. Rotation length 
c. Clearcutting vs. uneven age management 
d. Geogra.pla"i.:aa.l scale 0f _working circles 
e. Contractual arrangements 
f. Road building 

• 



THE WHITE HOUSE 

WASHINGTON 

INFORMATION 

July 26, 1974 

MEMORANDUM FOR: THE .PRESIDENT 

FROM: 

SUBJECT: 

~L- AS~ •. 

Tim\er Policy Study 

The Office of Management and Budget is currently organizing an inter-
• agency working group to undertake a study of timber policy. The -working 
group will be under the general supervision of an interagency ta~k force 
that is chaired by Associate Director Frap.k Zarb. The working group 
will prepare an options paper by November 15. 

T .imber supply has been reviewed on a continuing basis since 1969. Several 
interest groups have urged a number of Federal actions to increase timber 
supplies. However, the analyses undertaken thus far have failed to deal 
adE:quately with the underlying economic issues; cdnsequently, few policy 
improvements have been _implemented. 

. . . 

The impo~tance of timber as a national resource, and ·the political sensi-
tivity of the periodic fluctuations in timber prices, argue for further analysis, 
oriented toward _the most pressing policy issues. The study will deal with 
the following issues: 

• ( l) What changes in policy, if any, should be adopted to make the 
.s~pply of timber from national forests more responsive to short-term 
changes in price? 

(2) 1 What measures, if any, should be taken to increase the efficiency 
with which Federal timber resources are used? 

. . 
The working group will review existing data, giving particular attention 
to the recently published Report of the President's Advisory Panel on 
Timber and Environment. A number of alternative institutional arrange-
ments, pertaining to the sale of timber, will be examined to determine 
whether it would be desirable to- give the private sector a larger• role in 
managing and harvesting timber in our national forests. The working .. 
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group will meet with representatives of the leading interest groups, 
notably industry and conservationists, to ensure that their groups have 
an opportunity to contribute. 

--1 



THE Wt-!ITE HOUSE 
WASHINGTON ' 

TO WARREN HENDRlKS 

FROM: NORM ROSS 

The attached memo to Ken re the 

Timber Policy Study and my draft 

response is for your attention, 

as we discussed. 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 21, 1974 

KENCOLE f 
NORM ROSS 

Timber Policy Study 

I agree that the interagency working group should remain intact 
and proceed with the recommended outline of study. I do not, 
however, agree that a new Domestic Council Committee on Timber 
Policy should be established. 

The Timber Task Force should be supervised by the existing Domestic 
Council Committee on Environmental Resources. This Committee 
is chaired by the Secretary of the Interior; the Secretary of Agriculture 
is the Vice Chairman; the Attorney General, Secretary of Commerce, 
Director of the Office of Management and Budget, Chairman of the 
Council on Environmental Quality, Administrator of EPA and the 
Under Secretary of the Army are members. A new Committee on 
Timber Policy would consist of the same principles as mentioned 
above and would therefore be duplicative. 

Attached for your consideration is a draft letter from you to 
General Haig. 

Attachment 



DRAFT/ROSS 8-21-74 

MEMORANDUM FOR GENERAL HAIG 

FROM: KEN COLE 

SUBJECT: Timber Policy Study 

At the President's direction, the Timber Task Force will 

be supervised by the Domestic Council Committee on Environmental 

Resources. 

The organization of the current interagency working group 

chaired by Frank G. Zarb will remain as is. The interagency 

group will report to and take policy guidance from the Domestic 

Council Committee. 

The project has been outlined (copy attached), tasks are being 

assigned, and a draft report will be completed by mid-November. 

Attachment 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 2 0 ~7-4 

MEMORANDUM FOR KENNETH R. COLE l 
FROM: FRANK G. ZARB 

SUBJECT: TIMBER POLICY STU 

As I mentioned earlier, the President has directed that 
the Timber Task Force be supervised by a Domestic 
Council committee. If you agree, I propose that the 
interagency working group remain intact and continue 
its work. I have attached an outline of our study for 
your review. 

Further, I would suggest that the working group take 
its policy direction from, and reports to, a Domestic 
Council committee. Thinking that you would agree 
with this approach, I have drafted a letter from you 
to General Haig which outlines such a plan. 

Attachment 



8/19/74 

MEMORANDUM FOR GENERAL HAIG 

FROM: 

SUBJECT: 

KENNETH COLE 

TIMBER POLICY STU DY 

At the President's direction, we are forming a Domestic Council 

committee on Timber Policy. 

The organization of the current interagency working group chaired 

by Frank G. Zarb will remain as is. The interagency group will 

report to, and take policy guidance fran the Domestic Council 

committee. 

The project has been outlined (copy attached), tasks are being 

assigned, and a draft report will be completed by mid-November. 



Revised 8/l4/74 

Analysis of Timber Supply Problems and 
Policy Options 

I. Brief overview of timber supply problems 

A. Does price instability constitute a problem for which additional 
or different Federal actions would be appropriate? 

1. Review price behavior to determine the extent of price 
fluctuations over past five years. 
a. Several major softwood lumber and plywood products. 
b. Several major species of sawtimber stumpage by 

ownership classes. 

2. Projections of price for next five years. 
a. Several major softwood lumber and plywood products. 
b. Several major species of sawtimber stumpage by 

ownership classes. 

3. Factors affecting cyclical price behavior 
a. Housing cycle 
b. Other demand factors 
c. Transportation 
d. Labor 
e. Industrial capacity 
f. Industrial inventory policy 
g. Futures market 
h. Short-run price responsiveness of private growers 
i. Foreign supply and demand 

•j. Short-run elasticities of supply and demand 
k. Federal Policies 

(1) Harvesting policies 
(2) Policies affecting demand 
(3) Budget policy 
(4) Other 

4. Who benefits and who loses from price fluctuations? 
a, Timber growers 

(1) Federal 
(2) Other public 
(3) Industry 
(4) Other private 

b, Forest products industry 
·c. Industries producing substitute materials 
d. Housing industry 



e. Other users of forest products and substitutes 
f. Home owners 
g. Prospective home buyers 

·h. Income classes 
i. Forest-products-industry-dependent communities and 

regions 
j. Other users of Forest lands 

5. Other implications of price instability 

2 

a. Do price fluctuations lead to inefficiencies in the timber 
sector, resulting in higher costs and/or lower profits? 

b. Effect of price instability ?n housing and on other sectors 
that are major timber purchasers. 

c. Effect of price fluctuations on profits of timber growers 
and processors. 

d. Short run supply response to price fluctuations. 

(1) Private 
(2) Federal 

B. Do prospective long term (5-25 years) increases in relative timber 
prices constitute a problem for which additional or different 
Federal responses are appropriate? 

1. Review price projections to year 2000, examine plausibility of 
assumptions underlying forecast. 
a: Several major softwood lumber and plywood products. 
b. Several major species of sawtimber stumpage by 

ownership classes. 

2. Factors affecting long-run price behavior 
a. Trends in domestic demand 
b. _Trends in foreign demand 
c. Long-run price elasticity of demand 
d. Trends in foreign supply 
e. Long-run supply curve of private growers; rate of return necessary 

to induce investment 
f. Rate of technical progress 
g. Competing uses of forests 
h. Environmental issues 
i. Availability of sawtimber on Federal forests 
j. Federal policies 

(1) Reforestation and growth policies 
(2) Harvest policies • 
(3) Budget policy 
(4) ·Tax policies 



3. Implications of projected long term price increases. 
a. Who benefits and loses? 

(see list under I-A-4) 
b. Effect on rate of return of investment. 
c. Other i~plications. 

4. Implications of substitution of other ·materials for wood. 
a. Enviromnental . 
b. Impact on exhaustible resources 

3 

II. Evaluation of Federal timber policy options, with particular attention 
to the problems identified in Part I. 

A. Objectives of Federal forest management 
1. Timber prices, present and future 

·2. Federal receipts and expenditures 
3. Water quality and quantity 
4. Recreation and wildlife• 
5. Esthetics 
6. Other environmental considerations 
7. Community stability 

·8. Other 

B. Specifics of timber management policy objectives 
1. Reforestation and growth policies 
2. Harvesting,sales, and road-building policies 

C. Review and analysis of current policies 
1. Reforestation and growth 

a. Level of investment 
b. Allocation of investment among projects, regions, 

applications; degree of concentration on most productive 
lands 

2. Harvesting policies 
a. Interpretation and application of even-flow concept; allowable 

cut 

b. Establishment of rotation length 
c. Clearcutting vs. uneven age n;ianagement 
d. Geographical scale of working circles 
e. contractual arrangements 
f. Road building 
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D. Identification and evaluation of policy options 
1. Reforestation and growth 

a. Level of investment 
b. Allocation of investment 
c. Implications of policy options 

2. Harvesting 
a. Alternatives to even flow 
b. Rotation length . 
c. Clearcutting vs. uneven age management 
d. Geogra.p1t1J1Ui.1 scale 0f _working circles 
e. Contractual arrangements 
f. Road building 

• 



THE WHITE HOUSE 

WASHINGTON 

INFORMATION 

July 26, 1974 

MEMORANDUM FOR: THE .PRESIDENT 

FROM: ASH 

SUBJECT: er Policy Study 

The Office of Management and Budget is currently organizing an inter-
• agency working group to undertake a ~tudy of timber policy. The -working 
group will be under the general supervision of an inte_ragency tal:!k force 
that is chaired by Associate Director Frap.k Zarb. The working group 
will prepare an options paper by November 15 . . 

T·imber supply has been reviewed on a continuing ba~is since 1969. Several 
interest groups have urged a number of Federal actions to increase timber 
supplies. However, the analyses undertaken thus far have failed to deal 
ad~quately with the underlying economic issues; consequently, few policy 
improvements have been implemented. 

The importance of timber as a national resource, and ·the political sensi-
tivity of the periodic fluctuations in timber prices, argue for further analysis, 
oriented toward _the most pressing policy issues. rhe study will deal with 
the following issues: 

• (1) What changes in policy, if any, should be adopted to make the 
s_~pply of timber from national forests more responsive to short-term 
charige s in price? 

(2) 1 What measures, if any, should be taken to increase the efficiency 
with which Federal timber resources are used? 

The working group will review existing data, giving particular attention 
to the recently published Report of the President's Advisory Panel on 
Timber and Environment. A number of alternative institutional arrange-
ments, pertaining to the sale of timber, will be examined to determine 
whether it would be desirable to-give the private sector a larger' role in 
managing and harvesting timber in our national forests. The working .. 
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group will meet with representatives of the leading interest groups, 
notably industry and conservationists, to ensure that their groups have 
an opportunity to contribute. 



THE WHITE HOUSE 
WASHINGTON 

January 7, 197 5 

TO: 

FROM: 

NORM ROSS 

DONWEBS~ 

Attached is background material 
for your meeting .January 10 with 
representatives of the £&rest 
industry. The meeting will be held 
from 10 :00 a. m. to 11: 15 a. m. in 
the Roosevelt Room. 



National Forest 
Products Association 

Forest Industries Building • 1619 Massachusetts Avenue, N.W. 
Washington, D.C. 20036 • 202/332-1050 

Mr. Donald Webster 
Deputy Director 
Office of Public Liaison 
The White House 
Washington, D. C. 20500 

Dear Don: 

John F. Hall 
Vice President 
Forestry Affairs 

January 3, 1975 

Enclosed is some background material for the meeting you have· 
arranged for forest industry spokesmen and White House advisors January 
10. This is similar to material we gave to Agriculture Secretary Butz and 
his staff on December 16. 

We don1t intend to cover all of these issues on January 10, but will 
focus on what we consider to be key items which need top Administration 
attention. These include the waste of existing and potential timber re-
sources that is occurring and will continue to occur on the National Forests 
under present levels of management and under present management policies. 
This is addressed under the first topic on Forest Regulation - The Evenflow 
Non-declining Yield Policy. At the meeting we will show specific examples 
of how adherence to this policy is wasteful of timber now standing in the 
National Forests and how future productivity is not being enhanced. 

The second item of major importance is that on Land Use Planning 
Land Classification. This program as it is being applied to the National 
Forests is resulting in an unwise reallocation of potentially productive tim-
berlands into categories of reduced forest management. 

The forest products industry has presented specific recommendations 
to the Forest Service on these basic issues. Our letters of October 18 are 
enclosed. The Forest Service response has not shown the way to resolve 
these issues. 

Alaska Loggers Association • American Hardboard Association • American Institute of Timber Construction • American Plywood Association • American Wood Preservers 
Institute • Appalachian Hardwood Manufacturers, Inc. • California Redwood Association • Canadian Wood Council • Federal Timber Purchasers Association • Fine Hard• 
wood$--American Walnut Association • Hardwood Dimension Manufacturers Association • Hardwood Plywood Manufacturers Association • Industrial Forestry Association 
• Maple Flooring Manufacturers Association • National Oak Flooring Manufacturers Association • National Particleboard Association • National Woodwork Manufacturers 
Association • North American Wholesale lumber Association • Northeastern lumber Manufacturers Associa:ion, Inc. • Northern Hardwood and Pine Manufacturers Associa-
tion, Inc .• Red Cedar Shingle & Handsplit Shake Bureau • Southern Cypress Manufacturers Association • Southern Forest Products Association • Southern Hardwood 
Lumber Manufacturers Association • Western Wood Moulding and Millwork Producers • Western Wood Products Association . 
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As we and others have mentioned to you in meetings in late November, 
it is imperative that top Administration advisors become aware of the serious 
problems that pow exist and are certain to continue and increase if current 
policies concerniiig·management of the National Forests are not corrected. 
Timber supply for both long-term and short-term needs is being jeopardized. 

For the past twenty years, the timber supply problem has periodically 
required the attention of the Administrationts top officials under emergency 
conditions. Advance review and planning can not only reduce the potential 
problem but provide a long-term solution. 

Industry participants in the January 10 meeting-will include: 

Paul F. Ehinger, Senior Vice President, Edward Hines Lumber Company, 
Westfir, Oregon and Chairman of NFPA1 s Timber Supply Task Group 
and Federal Timber Purchasers Committee 

Robert E. Stermitz, Assistant Group Manager, Building Products Division, 
Southwest Forest Industries, Phoenix, Arizona and Vice Chairman 
of NFPA1 s Timber Supply Task Group and Federal Timber Purchasers 
Committee 

Vern L. Gurnsey, Vice President, Boise Cascade Corporation, Boise, Idaho 
and member of NFPA1 s Timber Supply Task Group 

Richard G. Bennett, Executive Vice President, Bennett Lumber Products, Inc., 
Princeton, Idaho. President, National Association of Independent 
Lumbermen and a member of NFPA1 s Timber Supply Task Group 

Donald E. Dyson, Vice President, Seaboard Lumber Co., Seattle, Washington 
and member of NFPA1 s Federal Timber Purchasers Committee 

Ralph D. Hodges, Jr., Executive Vice President, National Forest Products 
Association, Washington, D. C. 

W. D. Hagenstein, Executive Vice President, Industrial Forestry Association, 
Portland, Oregon 

George A. Craig, Executive Vice President, Western Timber Association, 
San Francisco, California 

Joseph W. McCracken, Executive Vice President, Western Forest Industries 
Association, Portland, Oregon 
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Joseph B. McGrath, Vice President and General Counsel, National Forest 
Produ<;:ts Association, Washington, D. C. 

John F. Hall, Vice President - Forestry Affairs, National Forest Products 
Association, Washington, D. C. 

Enclosed are several additional packages of the background material 
for you to distribute to those whom you have invited to the meeting. 

Sincerely, 

cc: All industry participants. 

Additional attendees: 

Charles E. Nichols, Treasurer 
United Brotherhood of Carpenters and Joiners 

of America 
Washington, D. C. 546-6206 

George G. Casseday, President 
Western Council of Lwnber, Production 

and Industrial Workers 
Portland, Oregon 503/228-0235 



BACKGROUND 

Manufacturers of lumbe~ and plywood are, in many areas of the 

country, heavily dependent for raw material upon the National Forests. 

Since over one half of the softwood sawtimber volume in the U. ~. occu~s 

on National Forest lands, the Federal government is, to a very large 

degree, in a monopoly position as to the national softwood sawtimber 

supply. Forest Service policies, procedures and practices regarding 

management, regulation, disposal and renewal of Federal timber have -

a profound effect not only on local lumber and plywood manufacturers, 

but upon the supply of their products required to meet consumer needs. 

Unfortunately, these agency policies, procedures and practices 

have failed to recognize adequately the critical importance of National 

Forest timber supply to the social welfare and physical needs of the 

American people. On the contrary, the result of many Forest Service 

actions has been to reduce timber supply unnecessarily or to make it 

much more costly with negative effects upon both social and economic 

conditions. In fairness to the agency, at least some of this has been the 

result of an increased public interest in the environment and the tremen-

dously accelerated demands that National Forests furnish all kinds of 

recreation opportunities without regard to other values. Response to 

these pressures has resulted in undue discrimination against timber 

supply goals whenever real or imagined resource use conflicts have 

occurred. 
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It is the purpose· of tl).e paper to explore the various aspects of this 

problem and tQ~·suggest ways in which :modification of-Forest Service 

policies, procedures, and land management practices c:ould greatly 

improve the timber supply picture _while at the same time meeting and 

advancing environmental, recreational and ~thez: purposes of the National 

Forests. This discussion will concentrate on both the policy questions 

and procedure problems involved in the issues of forest regulation: 

nondeclining yield, land use planning--land classification, decentraliza.:.._ 

tion of the Forest Service, problems of agency compliance with the National 

Environmental Policy Act, and the National Forest timber sa~e program. 

The prevailing attitude of agency employees toward commodity production 

will also be discussed as a factor influencing decisions·in all other areas. 



.. 

Areas in which Forest Service Administrative Policies or lack of them 
are making it difficult for the forest industry to supply the wood needs 
of the Nation. 

1. Forest Regulation - The Evenflow Non-declining Yield Policy 

Th.is issue concerns annual timber harvest rates. It is presently 

one of the most controversial management issues on the western National 

Forests. The question has been subject to emotionalism and misinfor-

mation. 

Old-growth forests in the West contain a much larger volume of 

timber than will be present after the forests are placed under scientific 

management for timber growing. This is because the timber volume has 

·,-~ .accumulated over very long periods of time, in many cases several hun-
,,¥ 

dreds of years. In a managed forest, trees will reach final harvest age 

at between 40 and 120 years, depending upon tree species, forest pro-

ductivity and other factors. The average age at which mature trees are 

planned for harvest is termed the rotation. 

In many ways the old-growth forests are warehouses for timber -

not increasing in bulk, but subject to loss and damage. Young growing 

forests by comparison are similar to factories annually producing new, 

sound wood fiber. 

Due to the "surplus" timber volume present in an old-growth forest, 

it had been the normal practice to set the level of harvest at a rate which 

is greater than forest productivity could sustain over the long run. This 

will bring land rapidly into production that is now covered with decadent 
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stands, contributing little in_ terms of net growth, and will utilize the 

"surplus" volume which otherwise would be lost to insects a.11d diseas·e. 

After the old-growth timber is rem_oved, the harvest level would be 

reduced to that level which can be sustained by the annual productivity 

of the forest under current or planned forest management practices. 

This technique of planning for an "allowable harvest falldown" 

after old-growth timber is removed is in keeping with the principles of 

sustained yield management. Long-term forest productivity is not jeo-

pardized, ~or are environmental constraints reduced. 

In 1973, the Forest Service reversed the policy of allowing a signi-

ficant allowable cut fall down and equated "evenflow" with "non-declining 

yield." Under its present guidelines, there must be no more than a 

one percent drop in allowable harvest in any ten-year plan period. Under 

current management practice, this means _very long rotations -- often 

175 years or more -- and usually results in significant drops from cur-

rent harvest levels. The new timber management plan for the Gifford-

Pinchot National Forest, one of the first plans written under the non-de-

clining yield policy, showed a 30 percent drop from previous allowable 

harvest levels. 

The drop in allowable harvest resulting from the non-declining yield 

policy causes tremendous waste. This was recently shown on a National 

Forest in California by the Western Timber Association using Forest 

Service data and the Forest Service's computer program (Resources 
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Allocation Model). Eliminating the non-declining yield policy resulted 

in a significant increase in allowable harvest. The volume represented 

in the increase would be lost if the non-declining yield policy is imposed. 

Environmental policies were assumed to be equal for both cases~ 

This waste is easy to recognize even without the use of a computer 

program. If allowable harvest is not to drop over the next two or three 

hundred years, then it must be set initially at a level equal to the long-

term productivity of the forest. In an old-growth forest, large volumes 

of timber presently existing must be allowed to collapse and go to waste . 

because utilizing this surplus volume would inevitably mean a later drop 

in harvest rate. In old-growth forests, non-declining yield is an untenable 

principl~ yet it is one which the Forest Service has refused to abandon. 

For the past year the Forest Service has been developing a report 

describing various methods of determining allowable cut, with the advan-

tages and disadvantages of each. Publication of the report has been re-

peatedly delayed. Furthermore, delay in the resolution of the forest re-

gulation question is being justified by the fact that the report is not 

completed. This report should be given a commitment commensurate 

with the potential importance of the forest regulation issue. 

2. Land -Use Planning - Land Classification 

Most National Forests are presently engaged in the land use planning 

process. One aspect of land use planning is the classification of land into 

resource capability units or zones based upon the ability of the land to 
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produce resources consistent with protection of environmental quality. 

A number of problems presently plague the land planning - land 

classification process within the Forest Service. The lack of strong 

national direction and the absence of clear goals has mad~ it impossible 

to translate national ne_eds into local outputs based upon resource. cap-

ability. At present, ~ocal political pressures may influence output de-

cisions much more than national priorities. 

Another problem is that commodity production often appears to be 

unreasonably discriminated against when land classifications are made. 

Many National Forest land use planners have little or no background in 

the practical aspects of forest management. In addition, economic 

analysis often plays a minor role in classification decisions. These trends 

must be reversed. 

Fore.st management. must be recognized-as a necessary and ex-

tremely important aspect of National Forest administration and one that 

is economically attractive and fully compatible with most other uses of 

forest land. 

3. Decentralization of the Forest Service 

There .is a lack of strong policy direction tp the field from the upper 

levels of the Forest Service. • Major policy and land use decisions are being 

made at the local level with very little direction from above. This situation 

is justified by the Washington Office as an inevitable result of the decentrali-

zed decision making process in the agency. 
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The concept of decentralized decision making is not in itself un-

sound. However, a prerequisite for a proper decentralized decision 

making pro·cess is development of strong central policy and the setting 

of goals and priorities. It also requires development of management 

control mechanisms, both to supply data upon which sound land manage-

ment decisions are based and to insure accountability of individuals 

within the organization for their decisions. An appreciation of the need 

for these prerequisites is absent or only weakly expressed in the upper 

levels of the Forest Service. 

The Forest Service has become increasingly incapable of coping 

adequately with the tremendously increased demands for National Forest 

resources. In response to local demands and pressures, field units are 

forced to make major land use decisions without guidance on how national 

policy and goals should be translated into local resource outputs. Lacking 

this guidance, local decisions are often made to reduce conflict and con-

troversy -- controversy often created by small, but extremely vocal groups 

dedicated not to multiple-use of the forests as prescribed by law but to 

discriminatory single use which prohibits other uses. Once made, _ local 

land use decisions are politically very difficult tQ change. 

The situation that permits local interests to override national needs 

is general within the Forest Service and is reaching serious proportions. 

The only feasible solution is for the Forest Service's Washington Office to 

reassume leadership in assuring that national policy and goals are properly 
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translated into -appropriate outputs from individual field units. 

4. Problems of Compliance with NEPA 

The Forest Service has had a difficult time implementing require-

ments of the National Environmental Policy Act (NEPA). Last year it 

is estimated that it cost the agency about $22 million, or about five per 

cent of its total budget, to implement NEPA. Even with this great effort 

and expense, there continue to occur successful court challenges again-

st Forest Service programs for non-compliance with the Act. Clearly, 

something is wrong. 

Some Forest Service problems with NEPA implementation have 

been the result of the excessive decentralization of the agency which 

has resulted in a lack of guidance from the Washington or Regional 

Offices in proper preparation of Environmental Impact Statements (EIS' s). 

Another problem stems from reluctance of decision makers in the agency 

to open the process to public review due to the scrutiny and criticism 

which would result from the public involvement required by NEPA. Prior 

to NEPA, the public was given little opportunity to comment effectively 

on the agency's programs. A third difficulty has resulted from the fact 

that the Forest Service has not made proper us~ of lawyers to review the 

legal adequacy of NEPA procedures and impact statements. Use of law-

yers has been viewed primarily as a means to defend challenges in court, 

in which case, it can be readily argued, the horse is already out of the 

barn. 
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5. Problem of Agency Attitude Toward Commodity Production 

One of the current problems most difficult to deal with in the Forest 

Service is not related to any particular issue. It is a problem of attitude 

toward commodity production in ge~eral, and timber management in parti-

cular. Many Forest Service field managers presently view timber as 

something which should be grown only when it will not conflict with any 

other use of the land, i.e., watershed protection, visual management, 

recreation, wildlife management, etc. Timber management is often 

unnecessarily constrained when a potential conflict is envisioned. It is 

inaccurately seen as an inevitable negative impact on all other potential 

uses of the land. 

Many purchasers of Federal timber have in the last few years ob-

served an increasing adversary attitude in Forest Service sale admin-

istrators. It is as if the logging operator is viewed as one whose actions 

must be strictly controlled rather than as one whose cooperation in the 

solution of mutual problems should be solicited. This attitude problem 

is increasing and is jeopardizing the cooperative relationship which 

formerly existed between timber purchasers and Forest Service sale 

administrators. It is probably one of the single_greatest joint problems 

facing the Forest Service and timber industry today. 

One recent facet of this problem is the increased use of specialists 

to review timber sale planning, preparation, and administration. Special-

ists in soil science, hydrology, archeology, landscape architecture and 
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other fields have a legitimate function to help insure that environmental 

impacts are ~inimized consistent with other multiple use goals. Un-

fortunately, these specialists have no responsibility for insuring that 

the productive goals of the agency are met. They presently have the 

limited role of reviewing and criticizing proposed sales. Many times 

they have very limited practical field experience and are reluctant to 

recognize tradeoffs or compromises between resource uses. It is much 

easier to say "no" to a proposal than to suggest an alternative which 

will balance more acceptably resource tradeoffs which are inevitable 

when land is under multiple use management. 

6. 

A. 

Forest Service Timber Sale Program 

Timber Sale Contract Requirements 

In the past few years, contractual requirements imposed upon 

National Forest timber purchasers have become more complex and ex-

pensive. Some legitimate requirements are based upon 'increased public 

interest in the environment and reflect a desire to reduce the impact of 

timber management on other resource values. But many of these 

practices are not only unnecessary from an environmental standpoint 

but are, furthermore, not good land managemen~. In fact, many of these 

practices, such as excessive-design standards applied to forest roads, 

are impudent land management practices since they cause excessive and 

unnecessary damage to other resource values, such as fisheries, water 

quality and aesthetics. A serious consequence of the excessive road 
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design standards presently being applied by the Forest Service, is that 

severe environmental impacts which usually occur are wrongly being 

linked in the public's mind to logging and timber management. 

Unnecessary requirements are also a misallocation of public re-

sources which could be better used for other purposes. Excessive and 

costly requirements also effectively limit timber supply, because many 

forest areas do not have sufficient timber value to offset the cost of 

these requirements, and thus are considered "deficit" or marginal. 

More prudent requirements would make these areas available to supply 

the wood needs of the nation. 

Following is a list of functional areas where present Forest Service 

practices should be reevaluated to see if they are really justified for a 

public land management .agency engaged in multiple use management: 

1. Road Design Standards - Unnecessary standards with regard to 

road width, grade, and alignment are causing excessive resource damage 

in many areas, particularly in the steep slopes and fragile soils of a 

number of western National Forests. In addition, timber purchasers 

whose expertise lies primarily in harvesting and . processing timber are 

increasingly required to construct sophisticated_ engineering structures, 

such as large multi.plate culverts with concrete head walls and steel or 

concrete bridge spans, or to apply crushed rock and asphalt concrete 

paving on logging roads. Often there is not an adequate allowance in 

the timber appraisal to subcontract these jobs. 
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Rocking and paving, required on existing roads, are frequently 

justified as an erosion prevention measure, when past experience has 

not indicated erosion as a problem on that particular road. A compre-

hensive economic analysis is often not a part of Forest Service evaluation 

of the need for a design standard or engineering structure. This is true 

even though thousands, or even hundreds of thousands, of dollars may be 

involved. An economic analysis based upon realistic and supportable 

data should be a normal part of any evaluation of design and engineering 

requirements. 

2. Excessive Slash Cleanup - Increasingly high levels of slash cleanup 

are being required, not only that associated with road construction, but 

also in logging units. Slash cleanup has a legitimate role in reducing fire 

hazard in logged areas, or in reducing the aesthetic impact of logging in 

view areas. However, uniform and "broad brush" slash cleanup standards 

often are being applied to all areas without a good evaluation of their 

applicability in specific situations. 

3. Logging Systems - There is an increasing specification of sophis-

ticated logging systems such as helicopters, short-span skyline and long-

span skyline systems. Advanced logging syste~s have a legitimate pla_ce • 

in the harvesting of timber fr.on, ecologically sensitive areas.. However, 

these systems increasingly are being required in areas for which their 

need is questionable. Many areas which- have been successfully logged 

using ground equipment with no apparent resource damage are being 
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designated for helicopter or skyline yarding. This is not only a waste 

of public funds, but is an unnecessary burden on timber purchas_ers who 

are asked to invest hundreds of thousands of.dollars in advanced yard-

ing equipment for use in areas in which it really may not be needed. 

B. Sale Appraisal Procedures 

Due to high inflation rates, particularly with regard to petroleum 

products, there is a need for prescribed updating of the cost data used 

in timber sale appraisals. While some regions are doing a very good 

job in developing current cost data, other regions are using data which 

may be six months or more outdated. This performance must be im-

proved. A six month delay may cause a 10 percent or more underesti-

mate of the cost of some items. 

C. Timber Sale Performance 

Some regions are falling far behind in their commitment to offer 

timber sales. This situation is aggravated by the combination of a 

falling lumber market combined with increased contract requirements 

regarding roads, slash cleanup, and logging systems, which is pro-

ducing a large percentage of deficit sales -in some regions. 

D. Transfer of Purchaser Credit 

Existing timber sale contracts provide that credits for work per-

formed on specified roads be applied against the value of stumpage 

harvested on the same sale. Most timber purchasers would like to have 

Effective Purchaser Credit, earned on one timber sale, transferable to 
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another timber sale under contract·to the same purchaser on the same 

National Forest. 

Purchasers would be able to reduce working capital requirements 

by applying excess Purchaser Credit from advanced road construction 

on one sale to other going sales requiring cash deposits. Such transfers 

would expose the government to no risk.. Reductions of cash paynients on 

one sale would be offset by higher cash paynients on other sales. Such 

ability to transfer Purchaser Credits would remove strong incentives . 

for timber purchasers. to conserve working capital by delaying accom-

plishment of road construction until the start of log hauling. It would 

be a strong incentive for purchasers to construct roads in advance of 

logging and, hence, simplify sale administration by reducing conflicts 

between road building and logging, presently a prime source of conflicts 

between the Forest Service and timber purchasers. Advanced con-

struction of roads would also reduce environmental impact by giving 

roads at least one year to stabilize before logs are hauled. Allowing 

transfer of Effective Purchaser Credit would have no affect on receipts 

to the Federal government or to counti.~s which receive 25 percent of 

receipts. Transfer of Effective Purchaser Credit has broad industry 

support and would be extremely helpful in improving industry's use of 

cash in National Forest timber sales. 

The use of the transfer of Effective Purchaser Credit between 

standard timber sales should not be confused with the transfer of so-
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called "ineffective" Purchaser Credit arising in "deficit" sales to other 

sales under coniract to the same purchaser. Ineffective Purchaser 

Credit is that arising when timber stumpage values on a sale are not 

sufficient to offset road development costs. In i 972, the Comptroller 

General ruled that allowing the transfer of Purchaser Credit in such 

"deficit" si~ations would constitute the exchange of timber in one area 

for road construction in another and was without statutory authority. 

Recommended Actions With Regard to the Forest Service Timber Sale 
Program 

1. An economic analysis based upon sound data should be required 

as one basis for decisions regarding road design standards, i.e., align-

ment, grade, rocking and paving, as well as for engineering structures. 

2. Slash disposal standards should be reevaluated. The agency must 

_improve the application of these standards so that they reflect a more 

realistic response to on-the-ground situations and conditions. 

3. Advanced logging systems, such as skyline and helicopter systems, 

should be required only where environmental conditions warrant their 

use. Improvement must be made in .training sale planning personnel in 

the design and application of sophisticated logging systems. 

4. All planned sales should be reviewed to see if reasonable changes 

• can be made in road design standards, slash disposal requirements, and 

logging systems requirements, so that the large number of "deficit" sales 

being offered is reduced. 
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5. Sales should not be offered unless the appraisal reflects current 

cost data and market indexes. The performance of some regions in 

this regard can be greatly improved. 

6. The transfer of Effective Purchaser Credit earned on one timber 

sale to other timber sales under contract to the same purchaser on the 

same National Forest should be permitted. 

7. Reforestation-Intensive Forestry 

There is a need for an increased commibnent to reforestatio:Q. of 

presently unstocked forest land and to application of intensive forest 

management practices not only on the National Forests, but on private 

lands as well. Three recent government studies all concluded that the 

only way to meet the nation's projected wo?d supply needs is more inten-

sive management of the nation's 500 million acres of commercial forest 

land. 

The recently established Forestry Incentives Program was a signi-

ficant attempt to improve forest management on private land by providing 

Federal assistance to landowners for reforestation and timber stand 

improvement. To discontinue funding for the program as the President 

recently recommended to Congress would be a severe, if not fatal, blow 

to this infant program. This . program must be maintained at least at a 

level near last year's program. 

The President has proposed establishment of a large number of 

public service jobs if unemployment reaches unacceptable levels. If 
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such a program is established, a substantial portion of the program 

should be applied to much needed work on the National Forests. 

Critical needs are for providing road access to presently undeveloped 

forest land, for timber stand improvement activities, and for reducing 

the present backlog of unstacked commercial forest land. A public 

works program of this type would not only serve to provide much needed 

jobs in hard-hit rural areas, but would also contribute significantly to 

meeting the future wood needs of the nation. 



National Forest 
Products Anoclatlon 

Forest Industries Building • 1619 Massachusetts Avenue, N.W. 
Washington, D.C. 20036 • 202/332-1050 

COPY 

Mr. John McGuire 
Chief, Forest Service 
U.S. Department of Agriculture 
12th and Independence, S. W. 
Washington, D. C. 20250 

Subject: Timber Management Planning on National Forests 

Dear John: 

RalphD.ttodgee,Jt. 
Executive Vice Pn!sident 

October 18, 1974 

The Timber Supply Task Group, which was formed by the National 
Forest Products Association earlier this year, has been exploring various 
opportunities for optimizing the output of forest products from the National 
Forests while still providing for consideration of environmental impacts and 
the requirements for other uses of National Forest lands. One aspect of 
this problem to which the Task Group has devoted considerable attention is 
timber management planning on the National Forests and forest regulation 
policy. 

Attached to this letter is a summary of some of the ideas developed 
by the Task Group, including a recommended change to the even flow sub-
section of 36 CFR 221. 3. I would like to request a meeting to discuss these 
ideas with appropriate Forest Service timber ·management people. The timing 
of this meeting should probably follow the release and discussion of the report 
on allowable cut alternatives if it will be released soon. However, if the release 
of this report is to be further delayed, the importance of this question would 
indicate the desirability of setting a date for a meeting on the subject in the 
near future. 

This letter contains one of four written recommendations which the 
National Forest Products Association will be transmitting to you. The other 
three cover the subjects of land classification, funding needs for National 
Forest roads, and reporting of performance. 

We look forward to discussion of this important subject with .you and 
your staff in the near future. • 

Sincerely, . 
I ,' 

. odges, Jr. 

Enclosure 

--
Alaska Loggers ~oci:lio~ . Americall Hard~rd-~ciation • lnstit~te of Timber Construction • American Plywood Association • Amel1can 
Institute • Appalachian Hardwood Manufacturers, Inc. • California Redwood Association • Csnadian Wood Council • Federal Timber_ P~rchasers ~sociataon • :ne 
woods-American Walnut Association • Hardwood Dimension Manufacturers Association • Hardwood Plywood Manufacturers ~?C•at,on •. lndu5lnal ForeSlry socia/ors 
• Maple Flooring Manufacturers Association • National Oak Flooring Manufacturers Association • National Particleboard Assoc1at1on • Nahonal Woodwork Manu~ctu 
Association• North American Wholesale Lumber Association• Northeastern Lumber Manufacturers Association, Inc. • Northern _Hardwood and Manufa:~~rsHar= 
tion, Inc. • Red Cedar Shingle & Handsplit Shake Bureau • Southern Cypress Manufacturers Association • Southem_ F~rest Products Associat10n • Sou 
Lumber Manufacturers Association • Western Wood Moulding and Millwork Producers • Wastem Wood Products Association. 



TIMBER MANAGEMENT PLANNING TO 
OPTIMIZE NET PUBLIC BENEFITS 

Disposal of National Forest timber under management plans is governed . 
under 36 CFR 221. 3, which states in part: 

(a) Management plans for National Forest timber re-
sources shall be prepared and revised as needed, for 
working circles or other practicable units of National 
Forests. Such plans shall: 

* * * 
(3) Provide, so far as feasible, an even flow of National 
Forest timber in order to facilitate the stabilization of 
communities and of opportunities for employment. 

The forest industry proposes that Subsection (a)(3) be amended to read: 

(3) Obtain maximum net public benefits in (i) the utilization 
of timber surplus to sustained yield needs, (ii) the selection 
for harvest of various timber types, age classes and stand 
conditions, (iii) the choice and application of silvicultural 
practices, and (iv) the selection of short-term harvest levels 
to fit varied national and local community needs while achiev-
sustained yield over the long-term. 

The National Forests are a great reservoir of resources including, out-
side of classified Wilderness and other areas of restricted use, more than 
half of the Nation's supply of commercial softwood sawtimber. This valuable 
inventory and the timber growing potential of the lands that support it deserve 
wise use. They should be managed to provide maximum net public benefits. 

To Meet the Needs of People 

According to the Multiple Use-Sustained Yield Act of 1960, "National . 
Forests' resources are to be managed so that they are utilized in the combin-
ation that will best meet the needs of the American people ... not necessar-
ily the combination of uses that will give the greatest dollar return or the • 
greatest unit output. 11 

It follows reasonably that economic analysis (in accord with the National 
Environmental Policy Act of 1969) is an appropriate but not necessary control-
ling forerunner to land use classifications of portions of the National Forests. 
However, such an analysis deserves even more consideration in the develop-
ment of timber harvesting plans on those limited areas classified as the 
Standard Component of the commercial forest lands on the National Forests. 

" Commercial forest land" is that capable of growing crops of industrial 
wood and not withdrawn (such as for "Wilderness") from timber utilization by 
statute or administrative regulation. The commercial forest land on the 
National Forests that can contribute to systematic timber production under 
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sustained yield principles is divided into three components: 

Standard, on which crops of industrial wood can be grown and 
harvested without the special considerations affecting manage-
ment of the other two components; 

Special, such as in travel influence zones, water influence 
zones, and crest zones, wher·e resource values other than 
timber a~e given primary consideration; and 

Marginal, where physical considerations, such as soil in-
stability, difficulty of access, and low timber values., do_ 
not permit or justify the use of conventional harvesting 
techniques. 

Even Flow Policy Rejected 

Timber on lands in the Standard and Marginal Components and the growth 
potential of those lands are economic assets that can be used well or wasted, 
with important consequences to the American people. Dr. Marion Clawson, 
Director, Land and Water Program, Resources for the Future, Inc., and a 
member of the President's Advisory Panel on Timber and the Environment, 
has written: • 

"To a very substantial extent, the national supply of timber 
and the price of lumber and other forest products is what the 
Forest Service makes them to be. With half the volume of stand-
ing softwood sawtimber, the National Forests cannot be managed 
as if the markets were, somehow, 'given'; they are made, to a 
substantial degree, by the Forest Service. 11 

Dr. Clawson has noted: "The panel specifically rejects the concept of 
even flow as applied on National Forests on a relatively local basis ... Har-
vesting mature old-growth timber on an even flow constraint requires immense 
inventories of timber, with slow growth or no growth at all, for several decades; 
the economic costs are very great indeed. The panel report suggests that the 
sustained yield allowable cut from National Forests can be increased consider-
ably, if the requirement of even flow from relatively small areas is relaxed." 

Losses Through Mortality and Decay 

Thus, in the western old growth forests, timber management with an 
even flow objective is wasteful~ Many millions of acres scheduled for growing 
crops of timber now support excessive volumes of deteriorating old growth 
timber which shall be replaced with young forests capable of using the growth 
·potential of the land. The even. flow approach meters out the excess volumes 
over many decades -- a hundred years or more in some cases. The conse-
quences are loss of valuable timber through mortality and decay as well as 
failure to utilize the growth capacity of the land. Sawtimber mortality alone 
on the National Forests in 1970 amounted to 6 billion board feet. 

Forest communities· often are injured rather than helped by the even flow 
policy and its new variation, the non-declining yield policy. Improved transpor-
tation systems for timber, diverse wood products manufacturing and increased 
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forest industry employment provide communities with a broad~r resource base 
(including non-federal timber not considered in Forest Service planning) than 
was anticipated when the even flow policy was adopted. Communities suffer 
because they ar~ unnecessarily denied raw material that would support higher. 
employment and increased community benifits. In most instances, deviation 
from even flow non-declining yield by larger early harvests would result in 
capture of prospective future mortality with no reduction in future harvest 
levels. National and county receipts are substantially lower than what they 
would be if the wasting timber were utilized. 

MonoJ>C!lY Power Should Be Recognized 

Even flow and its variation "non-declining yields" cause unnecessary 
scarcity and high costs for consumers. On March 14, 1974, Professor Henry 
J. Vaux, former Dean of the University of California School of Forestry and 
Conservation, a Fellow of the Society of American Foresters, and an inter-
nationally known forest economist, illustrated the problem when he said to a 
California audience: 

"Surplus growing stock, as I define it, can logically be regarded as a 
non-renewable resource - - something that is there, cannot be economically 
renewed, and can in many circumstances reasonably be treated like a mineable 
resource. The question that ought to be faced with respect to this part of the 
timber inventory is: Given this eoonomically non-renewable timber volume, 
what policy goals ought to be sought in liquidating it: Both the non-declinig 
yield approach and the earlier one-rotation liquidation approach when applied 
on a working circle by working circle basis, seem to imply an objective of . 
local community stability. Fifty years ago this objective might well have been 
an appropriate one. But today, with log hauls of up to 200 miles not uncommon, 
I doubt that community stability is going to be very much affected one way or 
the other by how surplus growing stock is handled. 

"I suggest that a more defensible objective, one which is in the interests 
of California wood consumers, California forest industries, and California 
communities dependent on forest industry, would be to use the surplus .growing 
stock so as to dampen for a while the long-term rise in stumpage prices which 
has been characteristic of the last 70 years. Time doesn't permit me to develop 
this alternative in detail here. But if the surplus growing stock were managed 
on a regionwide basis with the specific purpose of checking the rise in stumpage 
prices, the surplus seems to be big enough to provide some significant leverage 
on prices for at least the next two or three decades. I believe that if we con-
tinue with our present timber supply policies, real stumpage prices in Califor-
nia could easily go to twice even their present levels by the year 2000. Under 

• present policies there is little that can be done to avoid such stumpage price 
increases over the next few decades. But judicious use of National Forest 
.surplus growing stocks for the ,Purpose of moderating that increase coul_d 
probably limit the rise to something like SO percent of what it would be under 
present policies. Such a result would make both wood consumers and the 
industry better off during the next three decades. Equally important, it would 
buy some time for the greatly enlarged timber growing investments I have 
advocated to have some effect on stumpage supply. 
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"I'm perfectly aware that my suggestion means the Forest Service would 
be openly in the business of controlling stumpage prices, and fol'. some people 
in both the Forest Service and industry I'm sure that is an unpleasant thought . . 
To those people I would only say that the Forest Service already is de facto in 
the business of controlling stumpage prices in much of California. The Forest 
Service now owns 60 percent of the sawtimber in the State and a much higher 
percentage of it in some subregions. Thus, whether anyone likes it or not, 
the Forest Service in fact has substantial technical monopoly power over the 
stumpage market. All that my suggestion does is ask that this plain fact be 
recognized and used for some reasonable public purpose, rather than being 
ignored as it presently is. 11 

To Optimize Human Benefits 

Unmanaged forests can be particularly complex and irregular products of 
nature. They are usually a mixture of trees of different species, varied ages, 
irregular spacing, varied health, etc. These characteristics differ in impor-
tance as to their effects on the ability of a commercial forest to meet man's 
needs. Modification of a natural forest to improve timber yields requires 
various treatments involving differing costs and benefits. 

The President's Advisory Panel on Timber and the Environment reported 
that in 1970 the commercial forest lands on the National Forests grew only 39 
percent of what might reasonably have been expected as compared to 59 percent 
for forest industry lands and 49 percent for all classes of ownership. In March 
-of 1974, the Chief of the Forest Service reported that on the National Forests 
"there are now 3. 3 million acres which should be reforested as rapidly as 
resources for doing the job can be made available. 11 A much greater area 
supports forests that need other treatments to increase yields. 

Each of the possible initial and subsequent treatments in the Standard 
and Marginal Components has its own costs and benefits. Such treatments 
may include site preparation, planting or seeding, the use of genetically 
superior or improved stock, precommercial thinning, overstory removal and 
other release cutting, fertilization, and various harvesting techniques_- With 
due consideration of environmental factors, the practices should be selected 
to obtain maximum public benefits through increased timber yields. 

National and Local Social Consideration 

The renewable timber resources of the National Forests have substantial 
contributions to make toward the achievement of social objectives. Full em-
ployment, a decent home and a suitable living environment for every American 
family are national goals established by the Congress. Wood is one of the most 
common materials for home construction and numerous other uses. Its har -
.vest, processing, and applicati~n to meet human needs provides employment 
for millions. 

Relative unemployment commonly is greater in National Forest areas than 
elsewhere. In 1970, 20 percent of the Nation's households were suffering hous-
ing deprivation. These problems financially impact other segments of our 
society. 
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Judicious use of wood currently wasted on the National Forests, and 
efficient harnessing of the growth potential of the commercial forest areas, 
would do much to meet these social problems at national and local levels. The 
potential benefits of such an effort and the costs of non-performance must be 
considerations in timber management planning. 

Policy Change Essential 

Optimizing net human benefits - - the avoidance of waste - - should be a 
guiding principle in preparation of plans for the management of National Forest 
timber. It will require a systematic analysis of all costs and benefits, inclu-
ding the cost of holding billions of dollars worth of deteriorating surplus inven-
tory and the social costs of unnecessary housing deprivation and unemployment. 
To do this, the Government must re-examine its even flow policy in recogni-
tion of the opportunity it has to make life better for millions of Americans 
now and m the future. 

National Forest Products Association 
Timber Supply Task Force 
October 15, 1974 



UNITED SrATIES DEPAl'ITMIENT OF AGAICUL TUAE 
FOREST SERVICE 

Washington, D. C . . 20250 

Mr. Ralph D. Hodges, Jr. 
Executive Vice President 
National Forest Products Association 
Forest Industries Building 
1619 Massachusetts Avenue, NW 
Washington, DC 20036 

Dear Ralph: 

2410 
DEL 5 1974 

We have read with interest your discussion of optimizing 
output of forest products from the National Forests, and 
your proposal to modify the section on evenflow in Regulation 
CFR 221.3. The evenflow policy, as you are aware, is one of 
the key policy issues that we are reviewing in the paper 
"Policy Issues Related to Sustained Yield on the National 
Forests." We had hoped to have a draft of this paper ready 
for review early this fall. At this time we are completing 
an internal coordination review, and hopefully, will send 
out review drafts early next year. 

We think it is premature to comnent on your proposal until we 
have had an opportunity to review public conments from our 
forthcoming draft paper covering this issue. We concur with 
your suggestion that a meeting to further discuss the issue 
is desirable. 

Sincerely, 

?7~ 
JOHN R. McGUIRE 
Chief 

·6.200 - I lb ( 
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National Forest 
Products Association 

Forest Industries Building • 1619 Massachusetts Avenue. N.W. 
Washington. O.C. 20036 • 202/332-1050 

COPY 

Mr. John McGuire 
Chief, Forest Service 
U. S. Department of Agriculture 
12th and Independence, S. W. 
South Building 
Washington, D.C. 20250 

Subject: Land Classification 

Dear John: 

Ralph D. "°"IN, ,It. 
Executive Vice President 

October 18, 1974 

As you know, the National Forest Products ~ssociation earlier this year 
formed a Timber Supply Task Group to explore various ways of optimizing 
the output of forest products from Federal lands, while at the same time 
giving due consideration for environmental impacts and the requirements for 
other uses of National Forest resources. · One aspect of this question to which 
the Task Group has given considerc1.ble attention is the impact that land classi-
fication has on the allowable harvest. This is a very important question which 
is having significant impact on timber output from National Forest lands in the 
West. The Task Group has developed a draft of a new land classification regu-
lation which is attached to this letter for your_ consideration. 

I would like to request that, after you and your people have a chance to 
study this draft regulation, we plan a meeting on the subject of land classifica-
tion with regional participation from the Forest Service and the forest industry. 
One of the objectives of such a meeting would be to achieve some uniformity 
in approach and application of land classification procedures. 

This letter contains one of four written recommendations which the National 
Forest Products Association will be transmitting to you. The other three cover 
the subjects of timber management planning, funding needs for National Forest 
roads, and reporting of performance. 

We look forward to further discussion of this important subject with you 
and your people in the near future. • 

ges, Jr. 

Enclosure 

;.~ska Loggers Associati~n • America~ Ha~bo~rd Association • American Institute of Timber Construction • American Plywood Association • American ".'9NIV9'9 
Institute • Appalachian Hardwood Manufacturers, Inc .• California Redwood Association • Canadian Wood Council • Federal Timber ~n:hasera ~iation • Fine ':19~-
woode--American Walnut Association • Hardwood Dimension Manufacturers Association • Hardwood _Plywood !'4anufacturera ~ialion •, Industrial Forestry Association 
• Maple Flooring Manufacturers Association • National Oak Flooring Manufacturers Association • National Particleboard Aasoc1&tion • Nabonal Woodwork Manufactur~,. 
Association • North American Wholesale Lumber Aasoclallon • Northeastern Lumber Manufacturers Association, Inc. • Northern Hardwood and "."~ ManufactureraH Aasocia-
tion, roe. • Red Cedar Shingle & Handsplil Shake Bureau • Southern Cypress Manufacturers Aaaociation • Southam_ F~rest Products Asaoc1&tion • Southern ardwood 
Lumber Manufacturers Association • Western Wood Moulding and Millwork Producers • Western Wood Products Association. 



IMPACT OF LAND CLASSIFICATION 
ON THE ALLOWABLE HAR VEST 

The Timber Supply Task Force of NFPA propose the following regula-
tion for Title 36 of the Code of Federal Regulations: 

251. 22 Land Classification 

In all land classification, which results in elimination, 
deferral, or restraints on commodity production and use activ-
ities, there shall be full consideration of the impacts of such 
actions on national supply, on local and regional economies 
and social values, on Government income and rates of return 
on investment, and on national benefits obtainable from main-
taining export trade in forest products. Future recommendations 
for sue h land classification shall be made only after study has 
demonstrated that the public interest will clearly benefit by such 
action. In land use planning actions, withdrawals from commodity 
use of more than 1, 000 acres of commercial timberlands may 
be made only if approved by the Chief of the Forest Service. 

Discussion 

A dominant factor in the determination of the allowable harvest from 
the National Forests is the land base available for commercial timber pro-
duction. Each acre that is removed from the base, and each production 
restriction imposed on the other commercial timberland, reduces the forest 
available for harvest and places increased burden on the remaining acres. 
For thl:.'se reasons, land classification decisic,ns should be based on thorough 
analysis and balanced consideration of all future needs of society - - natural 
environn1ent, economic and social. 

Classifications by Statute 

Classifications are both statutory and administrative. The most. signi-
ficam of the former, the Wilderness classification, fully excludes timber har-
vest. Other classifications such as a wild river, national recreation area, or 
national scenil: trail are statutory designations which can materially reduce 
timber yields. 

The Preservation Coalition is seeking virtually complete conversion • 
of National Forest roadless areas into Wilderness status. An objective of a 
Wilderness system of 60 million acres is being openly advocated. 

In 1973, the Forest Service inventoried 56 million acres of roadless area 
on which 18. 9 million acres are commercial timberlands with an estimated 
-allowable cut capacity of 2. 75 billion board feet annually. From these roadless 
areas, 12. 3 million acres have been selected as study areas for possible recom-
mendation for Wilderness status. These study areas contain 3. 5 million acres 
of commercial timberlands with an estimated allowable cut of 300 million 
board feet annually. These 3. 5 million acres are withdrawn from the commer-
cial forest land base on which harvest cutting capacity is determined. Possible 
restoration to the commercial forest land base is contingent on a determination 
that lands are eliminated from consideration for Wilderness status. 
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The balance of commercial timberlands in the inventoried roadless 
area - some 15. 3 million acres - are withdrawn from timber utilization or 
cultural activities until completion of land use plans and environmental 
impact statements which support non- Wilderness alternatives. The timber 
resources on such lands continue as part of the base for allowable cut deter-
minations unless, and until, an area is approved by the Chief for study for 
possible recommendation for Wilderness study. 

Newly is sued instruction, FSM 8262, calls for consideration of roadless 
areas adjacent to the new study areas in the preparation of unit reports. These 
instructions invite expansion of the Wilderness recommendations resulting from 
-this new stµdy program. 

The 3. 5 million acres of commercial forest lands recently placed in 
deferred timber resource availability status is roughly 4 percent of the total 
commercial forest land in the National Forest system. Recent trends lead us 
to believe it is quite possible that, in the absence of corrective action, a con-
siderably larger area of commercial forest lands in the inventoried roadless 
area will end up in Wilderness status through enlargement of or additional 
study areas. 

Classification by Regulation 

36 CFR 251. 23 authorizes th~ Chief of the Forest Service to establish 
experimental forests, experimental ranges, and research natural areas. The 
research natural areas which must be retained in an unmodified condition are 
not available for timber management purposes. Experimental forests are 
excluded from the regulated harvest of the National Forests in order to facilitate 
the conduct of research on cultural and harvesting programs. 

Classification by Land Use Planning 

In the land use planning procedure, timber management of commercial 
timberlands may be either eliminated or put under restraints. Virtually all 
such restrictive classifications, other than for Wilderness and for research, 
come through the land use planning process. Land use planning is done in • 
relatively small units which focuses attention on local considerations and im-
pacts. . If regional and national considerations are to receive attention, these 
matters must be covered in instructions under which the land use planners 
will work. 

Particularly because land use planning is in·an early phase of develop-
ment and application on the National Forests, the-re should be controls over 
large scale withdrawals of commercial timberlands from timber management 
activities. A requirement that withdrawals of more than 1,000 acres must be 
approved by the Chief of the Fo;rest Servicce is included in the proposed 
Secretarial Regulation. 

Classification in Timber Management Planning 

In timber management planning, a land classification system is used. 
Four classes of land are used - standard, special, marginal and unregulated. 
The unregulated category is minor and may be disregarded for purposes of 
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this discussion. In essence, the standard class includes lands. subject to normal 
and full scale timber management; the marginal class is land wh_ere physical 
characteristics require modification of normal practices; and the special class 
is where man-caused constraints limit production. The "special II component 
is identified in the land use planning process prior to timber management 
planning. The marginal class is identified in the timber management planning 
process. 

Some Precautions for the Conduct of Land Use and Timber Management Planning 

As with any planning system, the manner in which it is applied determines 
how useful it will be. Getting correct and proper application is a very signi-
ficant problem and, therefore, of great concern to the forest industry. 

After checking and observing the planning systems in application, several 
suggestions for strengthening their application have become apparent: 

1. The attitude or policy of the Forest Service on timber production must 
be clearly expressed to all planning personnel. • 

2. In timber management planning, the goal should be to hold the impact of 
"marginal" and "special" classes on allowable harvest to as low a level as 
consistent with prevailing conditions. 

3. There should be strong attention directed to moving "marginal" harvest 
to "standard" as rapidly as applicable constraints can be met. 

4. Some flexibility in judgment in the application of the classification system 
should be permitted to meet on-the-ground management problems. 

5. Classifications should not be decided solely on the basis of input from 
special interest groups. Such decisions should be on the merits of the case. 

6. A system is needed to develop and transmit to all planners any n~w tech-
niques or recommended changes in planning procedures. 

7. A most careful system of inspection and supervision of the planning 
process should be established. This is needed both at the Region and National 
Forest level. 

8. Special techniques should be developed to obtain advice and judgments 
of technical consultants on the preliminary process of classification. 

9. Before finalizing any classification, it should be discussed with owners 
of significant amounts of intermingled or adjoining private forest land. 

1 O. A system of communciation involving technical questions encountered 
in land classification should be set up so that planners and researchers are 
in constant relationship. 

11. Areas placed in various classifications should not have buffer zones 
adjoining nor should there be buffer zones around Wilderness areas since such 
zones are contained within the Wilderness area itself. 
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12. Great care must be exercised in controlling local adaptions and desires 
of planning personnel which might mod!fy or change the ·intent of _the basic 
land classification instructions. • 

Classification must be subject to periodic review in order to improve 
the decision making process and to incorporate changing conditions and ideas 
which develop. By this process of prompt and effective revision, the system 
of classification can be made most useful and effective. The land use planning 
decisions should be made to maximize public benefits. Timber management 
planning should have the objective of optimizing timber yield to satisfy public 
needs. 

National Forest Products Association 
Timber Supply Task Group 
October 15, 1974 
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UNITD> STATES DIE~AlffMIINT Of' AGl'ICUL T\IRE 
P'OREST SIEIWICE 

Washington, D. C. 20250 

Mr. Ralph D. Hodges, Jr. 
Executive Vice President 
National Forest Products Association 
Forest Industries Building· 
1619 Massachusetts Avenue, NW 

5500 
occ 5 1974 

LWashington, DC 20036 

Dear Ralph: 

We welcome a meeting with you and selected members of the 
Forest Industry on the subject of Land Classification. We 
agree some Regional participation would be desirable. 

We prefer to discuss the specifics of your proposed regulation 
in a meeting. However, in general, our initial reaction is that 
the proposed regulation and discussion, with minor variation, is 
already covered by law and policy. It is through sound processes 
such as land use planning that the existing condition of compe-
ting uses are analyzed considering all the natural, social, and 
economic environmental needs of National, Regional, and local 
societies. 

It is also through such processes that we optimize timber and 
other outputs where possible. The key point is that acres of 
land are also a dominant factor for uses other than timber. The 
variable is investment. 

We look forward to discussions concerning the subject. 

Sincerely, 

t:J,~ 
JOHN R. McGUIRE 
Chief 

6200 - I I b ( 4/7 4) 
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WHITE HOUSE MEETING 
on 

TIMBER SUPPLY 

January ~O, 1975 

Order of Presentation 

Gifford Pinchot National Forest 

Missed Opportunities • 

Effective Investments 

Jobs, Housing, Economy and Inflati.'on 

Labor's Interest 

Summary 

Paul Ehinger 

Joe McCracken 

George Craig 

Robert Stermitz . 

W. D. Hagenstein 

Charles Nichols 

Vern Gurnsey 
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THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR: 

FROM: 

December 19, 1974 

GARY SEEVERS, CEA • j 
JOHN HILL, 0MB ·_ 
NORMAN ROSS, Domestic Counci • 
MIKE DUVAL, Domestic Council 

WILLIAM J. BAROODY,· JR.ft!) 

In recent weeks my office has held several meetings with 
leaders of the forest products industry with respect to 
policies of the U.S. Forest Service which they believe are 
highly inflationary. 

I have agreed to call together a number of governrn.ent officials 
with responsibility in this area in torder that they may hear a 
more formal briefing on this subject and question the industry 
leaders. 

I would appreciate it if you could attend this meeting on Friday, C-o-
January 10 from 10:00 a.m. to 11130 a. m. in Room 102, 
Old Executive Office Building. Will you please W Don Webster 
(456-6246) know whether you will be _able to participate. This 
meeting has been rescheduled froru..December 13. -
cc: Bill Seidman 

Robert Long 
John McGuire 
Paul Vander Myde 



j71_ '?. 
THE WHITE HOUSE 

WASHINGTON 

December 2, 1974 

;v.l a__ 

~-1 

MEMORANDUM FOR: 

FROM: 

PHIL CAMPBELL 
DON CRABILL 
ROBERT LONG 
JOHN McGUIRE1/ 
NORMAN ROSS 
GARY SEEVERS 
PAUL VANDER MYDE 

WILLIAM J. BAROODY, 

In recent weeks my office has held several meetings with 
leaders of the forest products industry with respect to 
policies of the U.S. Forest Service which they believe are 
highly inflationary. 

I have agreed to call together a number of government officials 
w_ith responsibility in this area in order that they may hear a 
more formal briefing on this subject and question the industry 
leaders. 

I would appreciate it if you could attend this meeting on Friday, 
December 13 from 10:00 a. m. to 11 :30 a. m. in Room 100, 
Old Executive Office Building. Will you please let Don Webster 
(145-6246) know whether you will be able to participate. 

cc: Bill Seidman 


