





(Continued from page 1) in Memoriam

State. It so happened that the meeting that year was held in Ft. Collins at the CSU .

campus. So I had to travel three biocks, and I had an amazing experience. None LamE:rtr:rii(l)lz %In(ﬁlfda ::;:.’2?54’2330
since then have been as inexpensive or convenient. However, all of the National He was an SAF Golden Member with
Conventions I’ve attended have reenergized me with a renewed appreciation for
our profession and the positive impact it has on our world. It is truly a special
profession. At the end of our careers, we can all look back and say, “I’ve made the
world a better place.” The National Conventions really bring that sentiment home.
And finally, how many National Conventions are going to be in your backyard
(OK, it’s a big backyard).

68 years of continuous dedication to the
Society and the forestry profession.
Hillgartner was a forester and
landscape engineer at Stokes and Jenny
Jump State Forests for the State of New

. ; L . Jersey, retiring as Director of the
This year’s National Convention is at the Washington Hilton & Towers from Department of Forests and Historic

November 16 through 20. You should have received a Convention insert in your Places 29 years ago. He received his
June Forestry Source. There is a substantial savings by going for the early bird BS in Landscape Architecture at the
registration deadline of September 5*, so mark that date on your calendar. Thereis  gyqre University of New York, College
also a lot of Convention information on the SAF website at of Forestry in Syracuse, N in 1929.
www safiet.org/calendar/natcon.htm. Locally, he was CI;airman of the
It takes a lot of effort to put on an event like this, and our help is sorely West Amwe'll Environmental
needed. First, there is the Foresters Fund raffle and silent auction. The Allegheny Commission for many years and a
SAF has benefited greatly from the Foresters Fund, which makes it even more longtime member of the First
important that we support it. Larry Biles, the Foresters Fund Chairperson has : ;
asked the State Societies for a special effort this year to mark our 100* Presbyterian Church of Lambertville,
Anniversary. It would be nice if the Allegheny provided some items that represent
our very special region. If you want to make a donation, I have a blank donation
form that I can either e-mail you or send by snail mail. So be sure to reach out to -
your employer or other sources of items for the fund. If you have questions, Larry ln M emoriam
can be reached at:

New Jersey. ®

Larry Biles Louella M. Shipman, wife of Dr.
USDA-CSREES Robert Shipman died March 24, 2000.
1400 Independence Avenue, SW Although not a member of SAF, Lou
Mail Stop 2210 regulgrly att.ended SAF meetings aqd
Washington, DC 20250-2210 functions with Bob. She acted as his
(703) 605-4150 secretary (and Bob will admit) his best
Fax: (202) 401-1706 critic in all of the SAF committee and
Email: Ibiles@reeusda gov office positions tha.t he held - especially
There is also a need for Convention volunteers. They are needed in categories e Awards Committce.
too numerous to mention, but a great description can be found again on the SAF Lou retired from the State College
website, www.safnet.org/calendar/volunteeropps.htm. The volunteer coordinator is Area School District in 1990 after 24
Jim Culbert, and Jim can be reached at: years in secretarial and supervisory
(202) 205-0854 (in Washington, DC until 6/30 and after 10/2) positions. She was a member of St.
(541) 899-1812 (in Jacksonville, OR from 7/5 to 9/30) Paul’s United Methodist Church, the
Email: jculbert@fs.fed us Centre County Historical Society and
The National Capital SAF is really counting on us to help out in the volunteer the Clear Water Conservancy. Our
arena. It’s a great way to be part of this historic occasion. Please give Jim a call thoughts are with Bob as he adjusts to
or send him a note. the loss of his long time friend and
I’m looking forward to seeing an impressive Allegheny SAF delegation in companion. &

Washington DC. See you there.

One final note on this already overlong edition of the Chair Corner: the
forestry community recently faced a potentially devastating and ill-conceived
policy initiative from the EPA. I’m talking about the proposed TMDL (Total
Maximum Daily Load) rules. In essence, these rules would have made silviculture
operate under the same rules for water quality as point source pollution. Through
the efforts of the forestry community, including many in the Allegheny SAF, the
forestry portion of the rules was withdrawn. One of the most effective voices in
this debate was our National SAF office and the National Association of State
Foresters. These two groups pulled together research that exposed the poor science
that EPA had used. This report became the rallying cry from an impressively large
bipartisan group of legislators. So when someone asks you what has SAF done for
me, this is just an example, although a very powerful one. Carpe Diem. ®
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Valley Forge Chapter
Tours Octoraro Native
Piants Nursery

By R. Bruce Amold, Chair, Valley Forge SAF Chapter

Members of the Valley Forge SAF Chapter had the
privilege and pleasure of visiting the Octoraro Native Plant
Nursery in Kirkwood, PA on June 16, 2000. At a luncheon at
the Red Rose Inn in West Grove, PA, Nursery President and
General Manager, Mr. Jim MacKenzie presented members
with a preliminary overview of the nursery history, intents,
and capabilities. The group of fifteen then journeyed on an
extended walk-through of the operation.

Mr. MacKenzie and his partner, Mark Gutschall, jointly
launched their business in 1990 to provide Eastern
Pennsylvania and Maryland, and Southern New Jersey with an
array of plants native to the area. Nearly 40% of plants in
those areas are presently non-native. The nursery
concentrates on producing native trees, shrubs, herbaceous/
aquatic plants, and streambank stabilization/bioengineering
plant material.

Octoraro Nursery conducts a wholesale-only business.
Many of their sales are to state agencies for highway
construction, where they are used to stabilize embankments
and remediation materials for wetlands.

The tour included observation of the greenhouses, and
mechanized operations and management practices employed
therein. A newly constructed greenhouse includes a
conveyor-belt system for loading planter flats and pots with
growing medium and seeds for placement in the growing
houses. In some of the greenhouses, the growing tables were
heated with circulating hot water to help the young plants
survive through cold days. All greenhouse plants are irrigated
by automatic overhead spray systems.

At the end of the tour the group visited the Octoraro
Stream, where the Nursery has been engaged in stream
mediation activities such as heavy rock placements, and bank
stabilization using their native plant materials.

Mike Lester, current Chair of the Allegheny SAF visited
with the group and discussed the apparent success of SAF and
others in the forestry community in getting the EPA to back
away from proposed water quality regulations that would have
negatively affected the practice of forestry He also brought
the group up-to-date on the upcoming 100" Anniversary
Celebration of the founding of the SAF at the National
Convention in Washington, DC November 16-20, 2000 —
and the need for volunteers wishing to assist during
Convention to contact Jim Culbert.

The August meeting of the Valley Forge Chapter will be a
visit to the forge at Hopewell Village National Park, where the
group will be updated on the American Chestnut Foundation’s
breeding efforts. In late October, Valley Forge SAF will tour
the Hagley Museum in Wilmington, Delaware (Tim Kaden
take note). This is their annual meeting with spouses, and the
MD/DE Chapter may make it a joint meeting. &
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PASAF Sponsors Deer
Management Update

By Robert W. Bauer, Chair, PASAF Division

The PA Division of the Society of American Foresters
(PASAF) is sponsoring a statewide meeting on deer
management in Pennsylvania on September 27, 2000, from
9:30 AM to 3:00 PM, at the Lamar Comfort Inn, Lamar,
PA. The purpose of this meeting is to acquaint foresters,
sportsmen and women, farmers, legislators, and the general
public with the history of the Pennsylvania deer herd and
the PA Game Commission’s (PGC) recent deer
management initiatives.

PGC Game Biologist Gary Alt and other PGC and
Penn State professionals familiar with all aspects of the deer
herd, will give us an insight into the recently implemented
management efforts, and prepare all to better assist in
supporting PGC’s goals with all publics. Ibelieve Gary has
done a super job addressing deer management in terms that
hunters and others can understand and be willing to support.
Gary also believes that some of this support is fragile, and
he will need all the support he can get in the future. He has
told me he will bring us up to date on where the PA Game
Commission is currently on deer management, and where
he hopes to head in the coming seasons. The “forestry
community” needs to be there to help these efforts in every
way we can.

We are inviting not only the SAF members but also
other segments of the “forestry community” including:
forest industry, Pennsylvania Forestry Association, forest
landowner groups, consulting foresters, and key leaders in
the farming community. We all have a lot at stake in this
issue, and I believe we can lend some valuable support to
the PA Game Commission’s efforts. Qur efforts in the past
have been helpful, but, if we can package them in the
approach Gary has taken, we may get more accomplished.

I believe the speakers we have scheduled will cover the
broad spectrum of deer management and challenge us to get
behind this effort. We do not want to preach to the choir but
rather give the choir a new and more complete version of
the song with some new verses added. I think these new
verses will give us a more complete message to help sell the
PGC initiative. By facilitating this meeting, SAF is once
agam providing an example of our commitment to the SAF
mission (see below). The agenda and registration form for
the meeting is listed on the next page. Hope to see you at
the Lamar Comfort Inn! &

-The mimon of the Soae!y of Amertcan Foresters is to advance

- the science, education, technology dnd practice of forestry; to

" enhance the competency of its members; o establish standards
of | projéssronal excellence; and to use the knowledge, skills, and .
conservation ethic of the: pmfesswn to ensure the continued
health and use of forest ecosystems and the presem rmd ﬁdure :
availablllty af; jbre.s'r resources to beneﬁt socrety
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Allegheny Society of American Foresters Pennsyivania Division
and Pennsylvania Forestry Association
present

The Future of Deer Management in Pennsyilvania

September 27, 2000 at the Comfort Inn, Lamar

Tentative Agenda

Moderator: James R. Grace, Pennsylvania State Forester

9:30 a.m. Welcome and Housekeeping

9:40 a.m. The History of Deer Management in Pennsylvania - John Dzemyan, Land Manager,
Pennsylvania Game Commission

10:30 am.  Current Developments in Deer Management and A Look to the Future — Gary Alt,
Chief Biologist, Deer Management Section, Pennsylvania Game Commission

12:00 pm.  Lunch

1:00 p.m. Educating Our Publics in Regards to Deer Densities — Tim Pierson and Others, Extension
Forester, Penn State Cooperative Extension Service

1:30 p.m. How Deer Management Affects All Pennsylvanians, and Is There An Alternative to
Hunting — Gary San Julian, Professor, Penn State University

2:00 p.m. Where Do We Go From Here? — Ben Moyer, Editor, Pennsylvania Sportsman Magazine

2:15 p.m. Question and Answer Period

3:00 p.m. Meeting Adjourned

Registration - $15.00/person (includes lunch) Registration Deadline September 21
Information: Doug D’Amore at (w) 570-923-6011, (h) 717-236-3867, email: ddamore@dcnr.state. pa.us

Name Day Phone
Address City State/ZIP
e-mail Total enclosed

Make Checks payable to:  PA SAF Division
¢/0 Doug D’ Amore
PA Bureau of Forestry
HCR 62 Box 90
Renovo, PA 17764
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POSITION RE-ANNOUNCEMENT
JOSEPH E. IBBERSON CHAIR IN FOREST RESOURCES MANAGEMENT
SCHOOL OF FOREST RESOURCES
COLLEGE OF AGRICULTURAL SCIENCES
THE PENNSYLVANIA STATE UNIVERSITY

Position: The Joseph E. Ibberson Chair in Forest Resources Management is a newly
endowed position at the University Park campus, to be filled for an initial
three-year term, with subsequent five-year terms possible. The chair's
purpose is to educate students and conduct scholarly work in the
professional management of private forest resources. The work of the chair is
advised by a committee composed of faculty, professional foresters from
private, public, and industry sectors, and private landowners/citizens.

Starting Date:  January 2, 2001, or as negotiated

Responsibilities: Teaching responsibilities include at least two undergraduate courses (at least
one will have a major field/laboratory component) and one graduate course
annually, emphasizing sustainable forestry, forest stewardship, consulting
forestry, and integrated forest resources management. Additional
instructional responsibilities include recruitment and supervision of
internships, student advising, and placement assistance. Scholarly
responsibilities include addressing the evolving philosophies, policies and
practices of forest resources management, particularly related to forest
sustainability on privately-owned forest lands, and the development of
effective teaching/learning methodology. The Ibberson Chair is also
expected to participate in professional service, university service, and other
faculty duties.

Qualifications: At least one degree in forest resources management and a distinguished
record of accomplishments in forest management (emphasizing privately-
owned forest lands) are required. A doctorate is preferred, but non-doctorate
candidates with exceptional experience, knowledge, professional standing or
accomplishments will be considered equally. Substantial professional
experience advising forest landowners is required.

Application: Applicants should submit a letter of application, resume, academic
transcripts, and names and addresses of three professional references to Dr.
Larry A. Nielsen, Director, School of Forest Resources, Penn State, 113D
Ferguson Building, University Park, PA 16803; telephone 814-863-7093; fax
814-865-3725; email lan3@psu.edu. Persons wishing to nominate others
should send contact information to the same address.

Closing Date: The search committee will begin reviewing candidates on August 29, 2000,
and continue until a suitable candidate is identified.

Penn State is committed to affirmative action, equal opportunity, and the diversity of
its workforce
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TMDLs: Lessons Learned the Hard Way

By Mary Wirth, Rossi American Hardwoods

For the past year, many in the
forestry community have fought a hard
battle opposing the proposed EPA’s
Total Maximum Daily Load (TMDL)
rule that would have granted EPA
unprecedented power to regulate
forestry and other activities on private
lands. The rule opens the door for
EPA to have oversight everywhere that
rain falls. Itis a big deal, and it will
create additional costs, hurdles, and
liabilities for private landowners.

From the start, the forestry
community understood the serious
implications of this rule and set out to
work with EPA to attempt to create a
rule that was more effective, efficient,
and affordable. EPA did make some
concessions, but the most contentious
issue, the reclassification of forestry
activities from “nonpoint” to “point”
sources of pollution which would then
require an NPDES permit, were
nonnegotiable to the EPA. The
forestry community was ready to fight.

Sue Swanson, from the Allegheny
Hardwood Utilization Group, and I
went to Washington DC, for a briefing
on the issue. Because the rule was not
a piece of legislation that requires
congressional approval, stopping the
rule meant creating huge public
opposition. Several states in the south
had organized public rallies opposing
the rule that were effective in raising
awareness on the issue, getting
legislators involved, and gaining media
attention. We decided to attempt the
same in Pennsylvania.

The result was the creation of a
broad-based coalition of over 30
organizations and companies in
Pennsylvania, including forestry,
farming, landowner, agriculture,
livestock, and business. The group
represented almost every aspect of
Pennsylvania’s economy. We stood
together in opposition to the rule,
contacted every federal legislator in
Pennsylvania (23), implemented a
massive mail campaign, and planned
two public meetings in the state. It was
risky holding the public meetings, for
if people didn’t show up it would be
disastrous. Iremember the evening of
the first meeting, nervously watching
my watch, praying people would come.
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Ore by one, they began trickling in,
and when it was all over, more than
650 people attended the two meetings.
We got excellent coverage in the
newspapers, and as a direct result of
our public meetings, both
Congressman Shuster and Holden
(both of who serve on key committees)
came out publicly calling for the
withdrawal of the rule. It was an
unprecedented act of cooperation from
all the groups, and we accomplished
our objectives in the state. Other states
were equally engaged.

EPA, under enormous pressure,
pulled the forestry language from the
rule. Congress held 12 hearings on the
issue, introduced six bipartisan bills,
and eventually submitted language in
an emergency appropration bill
restricting EPA’s ability to finalize and
implement the rule. Despite more than
30,000 comments, 20 public forums
with over 20,000 participants,
opposition from manufacturing,
forestry, farming, landowners,
environmental groups, state agencies,
governors, and congress, President
Clinton had EPA expedite the process
and get the rule finalized before the
deadline to sign the appropriations bill
passed. The end result is the rule is
finalized, without the forestry
language, but maintains language that
will prove detrimental to landowners in
the long run. Because of the
appropriations language, the rule
cannot be implemented until
November of 2001.

The forestry and agriculture
communities should be proud. We
stood our ground, we stood united, we
stood on sound science, and we won a
major victory. Many who have never
gotten involved in these issues before
stood up and said “enough is enough.”
The forestry community provided
dynamic leadership in this effort. We
held EPA and congress accountable.
Although the President chose to ignore
us in the end, we did succeed in raising
awareness on this issue, changing the
language, and creating bipartisan
support to withdraw the rule. The fight
isn’t over yet.

I am proud to have been the
coordinator of the coalition in

Pennsylvania. I am proud of what we
accomplished. I am sure we have %
created a foundation of cooperation
that will continue with other issues. 1
can remember when trying to form the
coalition, I stated to the group, “We are
the people who feed, clothe, and house
this nation. We need to stand together
to remind the citizens and leaders of
our country that we are hard-working,
decent people who contribute to the
well being of all Americans, and we
are worthy of their respect and
support.” We set out to do just that,
and we proved to ourselves that it can
be done.

This ordeal has left us stronger and
more united than ever and has taught
us some important lessons. Anyone
who thought that regulatory obstacles
that impede sound forest management
were going to end at the boundaries of
public lands should now be
enlightened. But most important, I
hope we have all learned that we can,
as individuals, come together and make
a huge difference, and we must if we
are to survive. For numbers do matter,
and every number begins with one, and 2
grows one by one. Many thought that
our efforts would be in vain and we
were taking on insurmountable odds.
But, one by one, our momentum grew,
and it is my hope that that momentum
will continue to grow. @

PA SAF Division Members actively
participated in the above PA Codlition.
Chair Bob Bauer conducted one of the
two public meetings and Jack Winieski
represented Bob in a coalition meeting
in Harrisburg. Other SAF members
assisted in many ways making
influential contacts and providing
input into public meeting discussions.

Wirt’s e-mail
103303.2041.@compuserve.com
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Why Pennsyivania Needs
to Reform The Property

Tax on Forest Land

By Marc E. McDill, Assistant Professor of Forest Management, Penn State School of Forest Resources

Most foresters would rather not think about property context of the current Clean and Green legislation, however. %
taxes. They often think of property taxes as a thom in the side  In fact, as long as stumpage prices continue to rise, the
of the landowner, but also as something that is largely outside recommended values will also rise.
the daily concerns of the average forester — a subject best left Because of its impact on the basic profitability of long-
to the accountants and academics. Recently, however, many term forest management, the current property tax system is a
Pennsylvania foresters have begun to realize that property major impediment to sustainable forest management in the
taxes are indeed something they need to be concerned about. state. Alternative taxing methods, such as a severance or
Stumpage prices rose dramatically in the 1990s. The high yield tax, could raise the same amount of revenue as the
values some forest landowners were earning caught the property tax with significantly less impact on forest
attention of county commissioners, creating a renewed management profitability. It is important that foresters
interest in reassessing forest lands. Since no counties had understand these issues and begin a dialogue about
reassessed their forest land since the late 1980s, it was a alternatives to the present system.
reasonable thing to do. However, the recommended assessed The purpose of this article is to clarify a few key issues
values published by the Department of Conservation and regarding forest land property taxes in Pennsylvania. It
Natural Resources (DCNR) Bureau of Forestry had doubled addresses four basic questions:
or tripled since the last reassessments (Figure 1). McKean Why have forest land assessed values in Pennsylvania
County was the first to reassess. The new assessed values risen so dramatically?
came as a shock to landowners in the county, and a group of Are higher assessments a problem?
landowners sued the county to have their assessments Why is the productivity tax a bad tax for forest land?
reduced. They won the case, but the victory was based on What can be done?
legal procedural issues
and did not affect
landowners in the 1000 -
county who were not
party to the suit. 800 /l
The McKean 800
County case did . %
. . 700
raise awareness in ]
the Bureau of & 600 /
Forestry about g 500 A
problems with the » /
way they calculated S 400 ﬁ
i, nd 159 W M
values, and in 1999
they revised their 200 - _ : —A
procedures. The 100 L= o - M
new system for v
assessing forest land 0+ T T
values has six forest 1975 1980 1985 1980 1995
types instead of two
and no distinction —&— Oak Site 1 ~A—Qak Site 2 ~&—Oak Site 3
by site class. Yields —e—N Hdwd Site 1 —A—N Hdwd Site 2 —o—N Hdwd Site 3

and prices are

estimated separately
for four diff
r:;ior:: :fl-the;e;:;te Figure 1. Real (i.e., adjusted for inflation: 1996 dollars) recommended assessed values for property
Also. the ) taxation in Pennsyivania by forest type, site class — 1975 to 1986 (source PA DCNR
’ Bureau of Forestry).
recommended assessed

values vary from one county to the next, due to variations in
millage rates and assessment percentages. (All else being
equal, higher tax rates reduce property values.) The assessed
values recommended under the new system are much lower
than they would have been under the old system, but many
believe that they are still too high. Significant additional
reductions in assessed values do not seem likely within the
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Why have forest land assessed values in Pennsylvania
risen so dramatically?

The forest land assessed values recommended by the
Bureau of Forestry (Figure 1) increased fairly dramatically
during the 1990s for two key reasons: 1) stumpage prices W;
went up, and 2) inflation went down. In some cases, <
stumpage prices have increased fairly dramatically. For
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example, between the first quarter of 1992 and the third
quarter of 1999 average black cherry stumpage prices in
northwest Pennsylvania increased from $505/mbf to $1,449/
mbf' This represents a 15% annual rate of increase. Over
the same time period, inflation, as measured by the Producer
Price Index, averaged 1.2% annually; thus, most of this
increase was specific to the timber industry. While black
cherry is a relatively extreme example, similar, but somewhat
less dramatic increases occurred with the other more valuable
species. For example, northern red oak stumpage prices in
southwestern Pennsylvania increased from $282/mbf to $475/
mbf over the same period of time — an annual rate of increase
of about 7.2%, and approximately 6% above the inflation rate.

Of course, it seems only reasonable that as stumpage
prices rise, forest land values should also rise — and taxes, too.
However, the second major reason why forest land assessed
values (and thus taxes) have risen in Pennsylvania — because
inflation is down — is a little harder to explain. To understand
the relationship between inflation and assessed values for
forest land, it is necessary to briefly review the formula used
to determine forest land assessed values under the Clean and
Green legislation.

In 1976, the Pennsylvania Department of Agriculture,
Agriculture Offices of Planning and Research and Crop
Reporting, in cooperation with the Department of
Environmental Resources, Bureau of Forestry, recommended
the following formula for assessing use-values of forest land:?

PxY) .

Assessed Value = ——-R———-—
i

P = the stumpage price per unit of wood produced,
Y = the yield of wood at a rotation age of 100 years,
R = the rotation age (set at 100 years),

C =the average annual management cost, and

i =the interest rate (also called the capitalization

rate, or the discount rate).

It is important to understand the rationale for formula (1).
The value of any asset — stocks, bonds, real estate, etc. — is
determined by the expected present value of the costs and the
benefits (i.e., revenues) that will accrue from the ownership of
that asset. Equation (1) is based on the basic formula for
discounting (finding the ?resent value of) an infinite series of
annual payments, that is:

where

v,=£
r
where ¥, = the present value of an infinite annual series of
payments,

p = the amount of the annual payment, and
r = areal annual interest rate (i.e., an interest rate
that excludes inflation).

The numerator in equation (1) corresponds to p in equation
(2) and should give an estimate of the average annual net
earnings from an average forested property within a given
forest type and site class. The term (PxY ) estimates the
gross income earned every rotation. The gross revenue is
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divided by the rotation to give the average annual gross
revenue. Subtracting the average annual cost converts this to
an average annual net revenue,

With this background, we can discuss why the decline in
the inflation rate caused assessed values to go up. A different
symbol for the interest rate (7, rather than i ) is used in
equation (2) because the appropriate interest rate for
discounting an infinite series is a real interest rate (i.e., one
that has been adjusted to account for inflation). Although a
real interest rate would have been more appropriate, a
nominal interest rate (unadjusted for inflation) has typically
been used in determining assessed values. Using a nominal
interest rate in equation (1) has had the effect, especially in
the mid-1970s when the formula was first used, of
introducing a significant negative bias into the formula —~
reducing assessed values on forest and agricultural land alike,
sometimes by as much as two thirds. More recently,
however, inflation has been relatively low (close to 1%, as
noted earlier), and the impact of this negative bias has been
reduced. In fact, in 1999 the Department of Agriculture
recognized this problem and began using a real interest rate,
rather than a nominal interest rate. This was a good time to
make this change, since the difference between nominal and
real interest rates is so small right now.

Thus, two trends came together in the 1990s to cause
Clean and Green assessed values for forest land to rise:

1) stumpage prices went up, in many cases by between 2 and
3 times since the last time many counties reassessed forest
lands, and 2) nominal interest rates went down, largely
because inflation went down. In a sense, tax increases due to
both of these trends are perfectly appropriate: assessed values
should go up when stumpage prices go up, and the reduction
in the rate of inflation — and the recent switch to using a real
interest rate in equation (1) — has led to a more correct
application of the formula. The fundamental problem,
however, is that the approach to forest land taxation implicit
in the formula places a heavy burden on the financial viability
of forest land management. I believe that the formula would
never have been accepted back in 1975 if stumpage prices had
not been so low at the time, and without the large discount
incorporated into the formula through the improper use of the
nominal interest rate where a real discount rate should have
been used.

Are higher assessments a problem?

What is the impact of higher assessments on the
profitavility of forest land management? To answer this
question, consider the case of an oak forest in central
Pennsylvania which might be managed on an 80 to 100 year
rotation. Table 1 shows the future value of an annual
property tax of $1 per acre accumulated over 80 and 100 year
rotations at 4%, 6%, and 8% interest. The numbers in the
table show how much revenue must be earned per acre at the
end of the rotation just to pay for the accumulated cost of an
annual property tax of $1 per acre. (For an annual property
tax of 32 or 33 per acre, multiply the numbers in the table by
2 or 3, respectively. For example, the future value of $2 per
acre per year over 80 years at 6% interest is $3,493.) While
the specific values vary depending on the rotation and the

(Continued on page 14)
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(Continued from page 13)

interest rate used, the main point is

Table 1. The future value of an annual payment of $1 over 80 and 100 years,
for 3 interest rates — 4%, 6%, and 8%.!

that at interest rates of 6% or

higher very few timber harvests Interest Rate

cover the scoumulated valug of ven Rotaion % % %
?ail gli-ri;z)lse;:t?r ;ig;rs)(l)ez ‘l)(l;%lf;g 80 years %551 31,747  $5,638
51 per scre por yot tends o make. 100 years 51,238 $5.638  $27,485

growing timber unprofitable.
In most cases, even the new
assessed values under Pennsylvania’s

1996. Ibid.).
Clean and Green Act will result in

t The formula used to calculate the future value in year 7 (V,), at an interest rate /, of a regular, annual
payment (R) that is made for a fixed number of years (n) is ¥V, = Rf(1+i)"1, 'J/i (Klemperer, W. David.

tax payments that are simply too
high to allow landowners to make
even a modest profit managing forest land for timber in the
long run. With the economic incentive to manage forest land
for the long term taken away, reassessments may cause
landowners to want to get out of Clean and Green. But a
penalty must be paid when land enrolled in Clean and Green
is removed from the program. What do you think these
landowners will do?

Why is the productivity tax a bad tax for forest land?

A property tax based on equation (1) is termed a
productivity tax in the forest economics literature. The
discounted annual series implied by the equation is generally
quite appropriate for agricultural land, where income is
earned every year. However, as all foresters know, forestry is
very different from agriculture. Because forest land does not
typically generate annual revenues, in most years property
taxes on forest land must be paid with no offsetting income.
The taxes therefore accumulate interest charges each year
until sufficient income can be earned to cover the taxes plus
the accumulated interest. As shown in the previous section,
over rotations of 80 years or more, these interest charges
amount to far more than the cost of the taxes themselves.

The fundamental problem with applying equation (1) to
forest land appraisal is that the formula assumes that the
average net income will actually be earned each year. This
can only be true on large properties with a balanced age-class
distribution. With smaller properties containing only one age
class, income is earned periodically — for example, once every
80 years. Financially, there is a huge difference between
paying $1 every year for 80 years and paying $80 at the end
of 80 years. Consider a hypothetical case of an 8,000-acre
forest that would pay $8,000 per year under a $1 per acre per
year property tax. If the forest was regulated on an 80-year
rotation, 100 acres would be harvested each year. An
equivalent amount of tax revenue could also be raised from
this forest with a severance tax that generated $80 per acre at
the time of harvest. If the average revenue per acre at harvest
was $2,000 per acre, then a 4% severance tax would raise this
amount. At an interest rate of 6%, the present value of $80
earned one year at a time is $16.51, while the present value of
$80 earned 80 years from now is only 76¢ — approximately
1/22 of the first value. Thus, the property tax would reduce
the bare-land value of the forest by $16.51 per acre, while the
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severance tax would reduce bare-land values by only 76¢ per
acre — even though the forest pays the same tax in both
situations.

The important point of the example is that the same
amount of revenue is raised under both taxes, but the impact
of the productivity tax on forest land values is 22 times higher
than the impact of the severance tax. (At higher interest rates
or longer rotations, the difference is exponentially larger.)
With the value of bare (recently harvested) forest land already
quite low, many acres become sub-marginal for growing
timber (having negative bare-land values) as a result of the
property tax, creating incentives to harvest the timber and
abandon the land, or at least to change the land use to a non-
forest use. Incentives to invest in long-term forest
management are eliminated, and the quality of the forest
resource — and the tax base — will diminish over time.

Because of the length of time required for forest
production, the timing of a cost or revenue is very important.
Costs that are incurred early in the life of a stand weigh far
more heavily on the profitability of growing trees than costs
that occur toward the end of the life of the stand. Equation
(1) does not recognize the importance of the timing of costs
and revenues. This is why, if we assume that a fixed amount
of revenue must be raised from the forest land within a
county, a severance (or yield) tax would be preferable to a
property tax, since the severance tax would be paid at the end
of the rotation — at the same time that the offsetting income
would be earned.

What can be done?

The two most basic questions about taxing forest land

are:

B What is the an appropriate contribution that the
forest land of a county should make to the local tax
base? and,

8  Should forest land be taxed annually — as under a
property tax — or at the time when a harvest takes
place - as under a severance or yield tax?

In thinking about these questions, three basic criteria
should be considered for evaluating alternative tax
arrangements: equity, incentives, and administration. The
first question is about equity: what is the forest landowner’s

(Continued on page 16)
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fair share of the tax base of the county? Forest landowners
have a responsibility to help pay for the services provided by
the county. Without a specific reason for relieving forest
landowners of this responsibility, the default assumption
should be that the tax revenue raised from forest landowners
should be comparable to what they would pay if all types of
rural land were taxed, more-or-less, under a single system.
An argument can be made, however, that forest landowners
deserve a tax break because their lands provide many values
that are important to the public for which landowners receive
no income, including watershed protection, wildlife habitat,
open space, and aesthetics. Even if one accepts this
argument, however, determining just how much of a tax break
this entitles forest landowners to is difficult. Furthermore,
from a political perspective, it is likely that county
governments would oppose any proposals that would involve
reductions in their tax base without some compensation from
the state government. It would probably be wise to assume
that any alternative tax structure on forest land would have to
be at least revenue-neutral for counties.

The second question raised above — whether forest land
should be taxed annually or at the time when a harvest takes
place — is about incentives. The arguments laid out in this
article suggest that taxing forest land at the time of harvest
would be the best approach. For a given amount of tax
revenue raised, such a tax would have a significantly smaller
impact on the profitability of growing timber than an annual
property tax. Making timber growing more profitable
provides an incentive to landowners to keep growing trees
and reduces the incentive to subdivide and sell off the land. I
believe this was the basic intent of the Clean and Green Act.
Changing to a system based on harvest revenue, rather than
an annual property tax will require some fairly significant
changes in the legislation concerning the taxation of forest
land in the Commonwealth. One approach might involve
instituting a severance tax, coupled with a dramatic reduction
of the property tax on forest land. Under this approach a
small, nominal annual property tax in the range of 50¢ to $1
per acre per year could be retained. The revenue lost by the
counties as a result of the reduced property tax would be
raised by a severance tax levied on timber sales. This tax
would most likely be administered by the state government,
with the revenues re-distributed to the counties.

Many questions need to be answered regarding the
specifics of how such a system would work. A problem with
the severance tax, relative to property taxes, is that revenues
would fluctuate from one year to the next. Counties would
prefer to have a predictable source of revenue. Can the
fluctuation in the tax revenue be smoothed out over time?
What would happen if harvests or stumpage prices declined
significantly and revenues dropped? Who would the
alternative tax system apply to — would all timber sales be
subject to the severance tax or only timber sales from lands
enrolled in a special program (like Clean and Green)? In the
latter case, what penalties would be applied when land is
removed from the program? How much should the tax be (i.
e., what percent of the timber sale value)? How would the tax
be enforced?

Addressing these issues will require a statewide dialogue
among all those interested in forest management, and with
county governments, whose revenues could be affected by a
new tax system. Ifthere is a consensus that change is needed,
the forestry community will need to be prepared to propose
specific legisiation. At that stage, information about how
other states tax forest land and how their programs are
administered would be extremely useful. Other states have
replaced property taxes with severance or yield taxes. How
did they resolve these questions? What problems have other
states encountered in taxing forest land and what solutions
have they tried? Furthermore, if legislation is proposed, the
political support of other groups interested in sustainable land
use — €.g., conservation organizations such as the Western
Pennsylvania Conservancy, the Nature Conservancy, the
Audubon Society, and others — will be needed. There is much
to do, and the process of achieving an efficient and equitable
approach to forest property taxation will take time. As a first
step, foresters must educate themselves about the issues and
begin the dialogue that is needed to reach a consensus on how
to achieve this goal. R

' Timber Market Report, Penn State School of Forest Resources

? The Pennsylvania Department of Agriculture, Agriculture Offices of Planning and Research and Crop Reporting, 1976, 4 Pro-
cedure for Determining the Use-value of Land under the Pennsylvania Farmland and Forest Land Assessment Act of 1974

3 Klemperer, W. David. 1996. Forest Resource Economics and Finance. McGraw-Hill, NY. P.113, eq. (4-8)

* The formula for the present value of $1 each year for 80 years at a discount rate of 6% is [(1.06)80—1]/[.06x(1.06)80]. The
formula for the present value, at 6%, of $80 received in 80 years is 80/1(1.06)80 (Klemperer, W. David. 1996. Ibid.)

* The terms “severance taxes” and “yield taxes” are often used interchangeably in forestry. One distinction that has been made is
that a yield tax is a tax paid at the time of harvest in lieu of property taxes, while a severance tax is any other tax paid at harvest
time. Another common distinction is that severance taxes are based on the value of harvested timber at the time of harvest, while
yield taxes are paid on the yolume of harvested timber at the time of harvest
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DONALD L. GIBBON
Consulting Naturalist
205 Elysian Street
Pittsburgh, PA 15206
412-362-8451

E-mail: dongibbon@aol.com

08 May 2000
Jack Winieski, Editor
The Aliegheny News
Society of American Foresters
PO Box 699
Dillsburg, PA 17019

Dear Jack Winieski:

This Spring 2000, issue of the Allegheny News carried a column by Harry Wiant, which expressed some deep-seated
frustrations with the position the forestry profession finds itself in, vis-a-vis the public. These frustrations were
echoed in comments by other speakers at other events, found scattered through the newsletter. Those same
frustrations were near the surface in the question-and-answer session after my recent presentation at the Ben Roach
Forestry Forum in Kane (PA).

There seems to be a sort of massive professional unwillingness to admit that there may be something behind the
public’s current feeling of antagonism for the way forestry has been practiced in the last few decades. A leader in my
Church once commented, “There may be relevant insight in reproach.” I have often found that when [ was
reproached and was feeling defensive about it, if I was honest with myself, I would see the mistakes I had made that
underlay the reproach.

On the off chance that there may be some misunderstanding about some of the key issues, let’s begin with the
economic one. Let’s try a “what if . . .” game. What if you were the owner of, say, the Bridger National Forest, or
the Tongass, or the Chugach . .. (Not the Allegheny)? You’re the outright owner of one of those massive properties,
and you decide to put some of the timber up for sale. Would you require that the purchaser of the timber provide you
with an income from the purchase, over and above any costs you might incur? Would you require that when he left
your property he would assure you that regeneration of the forest would occur so that you would be able to harvest
that same quality timber again at some future date? Would you require that the forest not be depleted of some
essential components, that soil erosion not occur, that the streams not be clogged with logging debris or silt, so that
the cold-water fisheries on your property would be maintained?

I think you would so require, if it were your property. But the truth of the matter is that these requirements have not
been met, over and over again, in the relationship of industry with the Federal government, acting on your and my
behalf as the owners of these properties. The most obvious violation of these requirements is the one about covering
the dollar costs, even though this may not be the most important violation in the long run  We can, make more
somehow. But we can’t replace things that are truly gone from the system. And in case, for some reason, you don’t
get it, THIS MATTERS A WHOLE LOT TO THE PUBLIC!

Back to the money issue: many in industry and in the more conservative parts of the political spectrum have placed
great weight on balancing the Federal budget. And yet, when it comes to forest issues, that point seems to get lost.
The Forest Service has sold the timber on the public lands at a huge discount below costs. The subsidy amounts to
hundreds of millions of dollars, over and obvert. The major unpaid cost is for the hundreds of thousands of miles of
roads that are built and maintained to get the timber out. The price paid to the government for the timber frequently
does not include the full cost of providing the roads. THE PUBLIC IS VERY ANGRY ABOUT THIS LONG
TERM SUBSIDY. And the more radical parts of the public have said, “If you refuse to modify the system so that it
pays its own way, we think we have the political power to close it down.” And the forestry profession is reaping the
consequences.

The profession could have avoided this situation by recognizing the real costs of the way it was advising industry to

The Allegheny News, Summer 2000

ez



08 May 2000
Jack Winieski
Page 2

operate. There is a classic problem in our economic system: most industries try to avoid paying external costs. For
example, the cigarette industry; has, until very; recently avoided paying the costs for the medical damage it was
inflicting on the smoking public. These were "externalities,” and they got rich by avoiding them. The cattle industry
made a whole lot of money by overgrazing much of the public lands, causing huge erosion problems, allowing many
invasive plants to come in and dominate ecosystems that had been relatively stable for thousands of years. The utility
industry has

been one of the most reliable sources of steady income for little old ladies for decades, in part because it never paid
for the true cost of strip mined coal and the 6000 miles of polluted streams in Pennsylvania.

The timber industry; also has a very poor record in this regard. It stripped the steep hillsides and plateaus of
Pennsylvania, and left the consequences to future decades. The consequences are a totally different forest that we
had originally. Now suddenly the forestry profession steps up to the microphone and says: “Trust us. We can
manage this forest to produce any outcome we like.” But the public is very skeptical. The public doesn’t like a lot of
the results they see on the ground. It says, “What will you do about invasive species? What will you do about insect
pests? What will you do to control the weather? We don’t trust you.” Look at your own newsletter on page 18, in
the article on Factors Affecting Forest Health. The truth is, even though you frequently declare you can do so, YOU
CANNOT MANAGE THE FOREST TO PRODUCE ANY OUTCOME YOU LIKE. YOU ARE NOT IN
COMPLETE CONTROL.

So, I believe the major issue is one of trust. Until the forestry profession admits its limitations and starts to work well
within some truly conservative limitations, allowing for natural variations in conditions outside their control, I don’t
believe the public is going to really trust them.

We’ll have to admit that the Allegheny National Forest is in a class by itself, though not because of any positive
influence by humans. It is a miraculous good thing economically that black cherry grows so well in this particular
place. We had little to do with it, except to destroy what was holding it back in the original forest. Now the ANF is
one of the few forests that operates at a profit. But the forest industry and profession have generally done a very poor
job of presenting themselves to the public. They have tried to squeeze the lemon as hard as they; could, apparently
not recognizing that their actions were having a very bad public relations effect. And again, they’re suffering the
consequences.

You bemoan the fact that non-foresters are running the Forest Service. My reading of events is that those non-
foresters in many instances can read the hand-writing on the wall a lot better than the foresters, and they are making
moves to help the profession as a whole. I give the Forest Service personnel tremendous credit for the way they

struggle to handle the diverse pressures put on them. . . and to serve the longterm best interests of the forest as a
whole.

One of my major gripes at foresters is that so often they seem to think of forests only as stands of merchantable
timber. The fact is that the forests are ecosystems, and they consist of millions of delicately inter-related parts. It
may sound like a mantra coming from me, but the patron saint of the forestry profession has to be Aldo Leopold, and
he said that, “The first rule of intelligent tinkering is to not throw away any of the parts.” It would be
refreshing. . . and a real trust builder. . . to see the forestry profession live that out in their public positions and
actions. In case you didn’t recognize it, that’s what ecosystem management is all about.

Please don’t get me wrong. I.am totally in favor of well-managed timber harvesting operations. I love wood
products. Some of the most beautiful and utilitarian objects in my life are produced from Pennsylvania hardwoods.
Right now I am sitting at a cherry roll-top desk made for me by an Amish cabinet maker in Millersville, Ohio. It was
one of the great delights of my life to watch him lovingly and skillfully craft this handsome piece of furniture. But I
don’ t want my furniture, or floors, or paper to be made at an unacceptable cost to the forest. That’s my bottom line.

Sincerely yours,
Donald L. Gibbon
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Coming Events

August

24-25 Beginning a dialogue: Ridgerider’s initiative
to Defend Environmental Resources, Penn
State Conference Center, PA. Adam Mattis,

(814) 696-3983 or mattis@penn.com
September
15 Deadline: Articles and photos for Fall
2000 issue of The Allegheny News
26 Association of Consulting Foresters Timber

Income Tax Workshop featuring Dr. Harry
Haney, Ramada Inn, State College, PA.
Contact Steve Hawks (814) 726-8637

October

19-20 NE Watershed Forest Managers Annual
Meeting and Field Trip, Liberty, NY.
Randy Kelley (845)586-4060

November
16-21 National SAF Convention, Washington DC
Washington Hilton and Towers
SAF Centennial Celebration!
* Educational opportunities and CFEs
* Technical tours for first hand knowledge of
forestry related issues
* So much more!

December

7-8 Sediment Symposium, Hershey Lodge and
Convention Center, Hershey, PA, addressing
sediment loading to the Susquehanna River
Basin and the Chesapeake Bay. Call

(717) 238-0423 or www.srbc.net
15 Deadline: Article and photos for Winter

2000-01 issue of The Allegheny News

February 2001

21-23  Allegheny SAF Winter Meeting at the
“Tropicana Hotel on the boardwalk in
Atlantic City, NJ

(Continued from page 17)

total acreage involved, and this after how many years? They
didn’t conclude that they should stop practicing it.
Ecosystem management is not a recipe; it’s an approach, like
French cooking.

Finally, in full recognition that Harry’s contributions
were opinion pieces, I am bothered by unsupported but
scurrilous assertions like “our research and science is hostage
to political correctness,” and the USFS “marches arm-in-arm
with the Sierra Club.” Such statements, without proof, do no
more good than saying, “All clearcutting is bad.” We can do
better.

Whether it’s optimistic or not, I’ll conclude by saying I
think forestry is still a young profession. And like the great
American philosopher Radar O’Reilly, I am of the opinion
that, “If this is what its like in puberty, I can’t wait to see it
in its adultery.” &
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