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Abstract 

Haynes, Richard W. ,  t e c h .  ed .  Compet i t ion  
f o r  N a t i o n a l  F o r e s t  t imber :  e f f e c t s  on 
t imber- dependent communities.  Gen. 
Tech. Rep. PNW-148. P o r t l a n d ,  OR: U.S. 
Department of A g r i c u l t u r e ,  F o r e s t  
S e r v i c e ,  P a c i f i c  Northwest F o r e s t  and 
Range Experiment S t a t i o n ;  1983. 40 p.  

R e s u l t s  are r e p o r t e d  f o r  t h r e e  s t u d i e s  
t h a t  d e a l t  w i t h  t h e  i n f l u e n c e  of t imbe r  
sale p r a c t i c e s  on c o m p e t i t i o n  f o r  t imbe r  
i n  t h e  t imber- dependent communities of 
Medford and Grant  County An Oregon and 
t h o s e  su r round ing  t h e  Nezperce N a t i o n a l  
F o r e s t  i n  Idaho .  R e s u l t s  are a l s o  re- 

p o r t e d  f o r  a f o u r t h  s t u d y  t h a t  examines 
how s e v e r a l  f i r m s  managed t h e i r  uncut  
volume under  c o n t r a c t .  Although t h e  
d e s c r i p t i o n  of t h e  v a r i o u s  l o c a l  econo- 
m i e s  i s  o n l y  i n d i c a t i v e  of o t h e r s ,  t h e s e  
s t u d i e s  p o i n t  o u t  t h e  f r a g i l e  n a t u r e  of 
t h e  economies of t imber- dependent  com- 
m u n i t i e s  where most j o b s ,  wages, and 
government s e r v i c e s  depend on t h e  f o r e s t  
p r o d u c t s  s e c t o r .  

Keywords: Timber sales, N a t i o n a l  F o r e s t  
p o l i c y ,  N a t i o n a l  F o r e s t  a d m i n i s t r a t i o n ,  
stumpage sales ar rangements ,  economic 
impact .  
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1. Introduction 
Richard W. Haynes 

A l a s t  minute  a d d i t i o n  t o  t h e  N a t i o n a l  
F o r e s t  Management A c t  r e q u i r e d  t h e  u s e  
of " s e a l e d  b i d d i n g  o n  a l l  ( t i m b e r )  sa les  
e x c e p t  where t h e  S e c r e t a r y  ( o f  Agr icul-  
t u r e )  d e t e r m i n e s  o t h e r w i s e  by regu la-  
t ions ." '  T h i s  mandate w a s  t h e  
c o n g r e s s i o n a l  r e a c t i o n  t o  t h e  p o s s i b i l -  
i t y  o f  c o l l u s i o n  on  USDA F o r e s t  S e r v i c e  
t imber  sales  t h a t  were s o l d  by o r a l  
b i d d i n g ,  and i t  l e d  t o  a d e b a t e  abou t  
t h e  e f f e c t i v e n e s s  o f  s e a l e d  b idd ing .  

'Nat ional  F o r e s t  Management A c t  o f  
1976,  P u b l i c  Law 94-588, 9 4 t h  Congress ,  
S-3091-11. 

RICHARD W .  HAYNES i s  a n  economis t ,  
P a c i f i c  Northwest  F o r e s t  and Range 
Experiment S t a t i o n ,  U.S. Department o f  
A g r i c u l t u r e ,  F o r e s t  S e r v i c e ,  809 N.E. 
S i x t h  Avenue, P o r t l a n d ,  Oregon 97232. 

The d e b a t e  w a s  e s p e c i a l l y  i n t e n s e  i n  
C a l i f o r n i a ,  Oregon, Washington, Idaho ,  
and Montana where a h i s t o r y  of o r a l  
b idd ing  c o n t r i b u t e d  t o  t h e  development 
of loca l  b i d d i n g  p a t t e r n s .  These  pat-  
t e r n s  evo lved  s lowly  and,  i n  some cases, 
were t h e  n a t u r a l  consequence of  t h e  l o c a l  
r e s o u r c e  o r  market  s i t u a t i o n s .  I n  o t h e r  
areas, t h e s e  p a t t e r n s  evo lved  a s  e s t a b-  
l i s h e d  f i r m s  a t t empted  t o  c o n t r o l  e n t r y  
of new b i d d e r s  ( r e f e r r e d  t o  h e r e a f t e r  a s  
o u t s i d e  b i d d e r s )  through t h e  u s e  of  
p r e c l u s i v e  b idd ing .  For  example,  e s t a b-  
l i s h e d  f i r m s  b id  away e i t h e r  t h e i r  l o c a -  
t i o n a l  advan tage  o r  c o s t  advan tage  t o  
p reven t  o u t s i d e  b i d d e r s  from a c q u i r i n g  a 
p a r t i c u l a r  sale.  

The i n t r o d u c t i o n  o f  s e a l e d  b idd ing  w a s  
s e e n  by many as  a t h r e a t  t o  communit ies 
dependent o n  F e d e r a l  t imber .  Oregon 
S e n a t o r  Robert  Packwood's d e s c r i p t i o n  of  
t h e  problem posed by u n i v e r s a l  u s e  of 
s e a l e d  b idd ing  was t y p i c a l .  H e  s a i d  
( C o n g r e s s i o n a l  Record,  p .  S 17278, 
9 /30 / 76 )  : 

I n  many areas o f  Oregon t h e r e  i s  
o n l y  one lumbermi l l  i n  a town. 
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T h e  town depends upon t h e  m i l l  f o r  
employment. When t h e  m i l l  owner 
knows t h a t  he  i s  going t o  be  s h o r t  
o f  t i m b e r ,  h e  w i l l  go o u t  and b i d  
t o  t h e  sky ,  i f  n e c e s s a r y ,  t o  keep 
t h a t  m i l l  go ing .  And s o  long  as  
t h e  b idd ing  i s  open, he  knows how 
h i g h  he  has  t o  go .  But when t h e  
b i d s  a re  s e a l e d ,  t h a t  owner may 
p u t  i n  what he  r e g a r d s  a s  a v e r y  
h igh  b i d ,  but  i f  f o r  some r e a s o n  
somebody b i d s  h i g h e r ,  t h a t  owner 
does  n o t  g e t  t h e  t imber  and t h e  
m i l l  s h u t s  down. 

What you end up w i t h  i s  a m i l l  o u t  
o f  t imber  and a town o u t  o f  j o b s  
s o l e l y  because  s e a l e d  b i d s  r a t h e r  
t h a n  open b i d s  are  used.  

T h e  conce rn  abou t  s e a l e d  b idd ing  i s  two- 
f o l d :  (1) t h a t  s e a l e d  b i d d i n g  would 
l e a d  t o  i n c r e a s e d  c o m p e t i t i o n  f o r  t imber  
sales and consequen t ly  h i g h e r  b i d s ,  and 
( 2 )  t h a t  s e a l e d  b idd ing  would i n c r e a s e  
c o m p e t i t i o n  by o u t s i d e  b i d d e r s  t o  t h e  
d e t r i m e n t  of  l o c a l  communities. The 
second s u p p o s i t i o n  l e d  t o  m o d i f i c a t i o n s  
i n  t h e  r equ i remen t  t h a t  s e a l e d  b i d d i n g  
be used on  a l l  sales.  The m o d i f i c a t i o n s  
p e r m i t t e d  a mix of b idd ing  methods con- 
s i s t i n g  o f  abou t  75 p e r c e n t  o r a l  b i d d i n g  
and 25 p e r c e n t  s e a l e d  b idd ing  o n  sales ,  
by volume o f  t imber  i n  areas t r i b u t a r y  
t o  a d j a c e n t  dependent communit ies.  I n  
a d d i t i o n ,  i f  t h e  volume purchased by 
f i r m s  w i t h  pr imary manufac tu r ing  f a c i l -  
i t i e s  o u t s i d e  t h e  a d j a c e n t  dependent 
communit ies ( o u t s i d e  b i d d e r s )  e q u a l e d  o r  
exceeded t h e  l e v e l s  o f  p r e v i o u s  pur- 
c h a s e s ,  t h e n  t h e  p r o p o r t i o n  o f  volume 
s o l d  by o r a l  b idd ing  could  be i n c r e a s e d .  

These s u p p o s i t i o n s  o r  hypo theses  p rov ided  
t h e  s t i m u l u s  f o r  a r e s e a r c h  s t u d y  w i t h  
two o b j e c t i v e s .  The f i r s t  o b j e c t i v e  was 
t o  assess c o m p e t i t i o n  f o r  F o r e s t  S e r v i c e  
t imber  under bo th  o r a l  and s e a l e d  b i d d i n g  

p rocedures .  The second o b j e c t i v e  was t o  
examine t h e  r e l a t i o n s h i p  between t imber  
f lows  from t h e  N a t i o n a l  F o r e s t s  and 
t imber- dependent communit ies .* The 
assessmen t  o f  c o m p e t i t i o n  was completed 
i n  1978,  and t h e  r e s u l t s  were p u b l i s h e d  
(Haynes 1979a,  1979b,  1980a,  1980b) .  
T h i s  pape r  r e p o r t s  r e s u l t s  o f  t h r e e  
s t u d i e s  t h a t  d e a l  w i t h  t h e  i n f l u e n c e  o f  
t i m b e r  sale  p r a c t i c e s  o n  c o m p e t i t i o n  f o r  
t imber  i n  d i f f e r e n t  t imber- dependent com- 
m u n i t i e s .  W e  a l s o  examine t h e  rate  a t  
which some f i r m s  i n  t h e  F o r e s t  S e r v i c e  
P a c i f i c  Nor thwest  Region (Region 6)  ha r-  
v e s t  N a t i o n a l  F o r e s t  t imber .  The e f f e c t  
o f  t h e  uncu t  volume under  c o n t r a c t  h a s  
o f t e n  been i g n o r e d  i n  t h e  d e b a t e s  re- 
g a r d i n g  t h e  r e l a t i o n s h i p  between t imber-  
dependent  communit ies and F o r e s t  S e r v i c e  
sale programs . 
t i m b e r  volume a l r e a d y  under  c o n t r a c t  may 
i n f l u e n c e  t h e  e f f e c t  o f  t imber  sale  prac-  
t ices  on  c o m p e t i t i o n  f o r  t imber  be ing  
s o l d  . 

I n  c o n c e p t ,  however, 

2Th i s  d e f i n i t i o n  i s  from t h e  F e d e r a l  
R e g i s t e r  ( 4 2 ( 1 0 6 ) ;  28258. Thursday,  J u n e  
2 ,  1977) :  

Dependent communit ies are areas 
w i t h  common s o c i a l  and economic 
i n t e r e s t s  bounded by e s t a b l i s h e d  
d a i l y  marke t ing  and work f o r c e  com- 
muting p a t t e r n s ,  and encompassing 
one  o r  more pr imary wood p r o d u c t s  
manufac tu r ing  f a c i l i t i e s  l o c a t e d  
w i t h i n  o r  a d j a c e n t  t o  a s p e c i f i c  
area of  N a t i o n a l  F o r e s t  t imber  up- 
on  which i t  i s  dependent  f o r  i t s  
t imber  s u p p l y  and where 10 p e r c e n t  
o r  more o f  t h e  community work f o r c e  
i s  employed i n  t h e  pr imary manufac- 
t u r e  of  wood p r o d u c t s ,  i n c l u d i n g  
l o g g i n g  and l o g  t r a n s p o r t a t i o n ,  and 
N a t i o n a l  F o r e s t  t i m b e r  a c c o u n t s  f o r  
a t  l eas t  30 p e r c e n t  o f  t h e  t i m b e r  
used i n  t h e  pr imary wood p r o d u c t s  
manufac tu r ing  f a c i l i t i e s  i n  t h e  
l a s t  f i v e  c a l e n d a r  y e a r s .  
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Models of Stability 

I n  f o r e s t r y ,  i t  i s  d i f f i c u l t  t o  d i v o r c e  
t h e  dominant h i s t o r i c a l  theme o f  commun- 
i t y  s t a b i l i t y  from d i s c u s s i o n s  of  p u b l i c  
h a r v e s t  f lows .  S t a b i l i t y  i n  t h a t  s e n s e  
i s  most f r e q u e n t l y  i n t e r p r e t e d  t o  mean 
e v o l u t i o n a r y  change ( S c h u s t e r  and o t h e r s  
1976).  Communities evo lve  t o  some ex- 
pec ted  s o c i a l  s ta te  as economic and re- 
s o u r c e  c o n d i t i o n s  change th rough  t i m e .  
Concerns abou t  community s t a b i l i t y  re- 
f l e c t  t r a d i t i o n a l  f o r e s t  management 
p o l i c i e s  t h a t  were des igned  t o  promote 
s o c i a l  and economic p r o s p e r i t y  of  
t imber- dependent  communities through t h e  
p e r p e t u a t i o n  of  t imber  and r e l a t e d  re- 
s o u r c e s .  These p o l i c i e s  evolved  i n t o  
s u s t a i n e d  y i e l d  management p r a c t i c e s  de- 
s i g n e d  t o  promote c o n t i n u i t y  o f  h a r v e s t .  
The purpose  h e r e  i s  n o t  t o  a r g u e  t h e  
a d v a n t a g e s  o r  d i s a d v a n t a g e s  of  s u s t a i n e d  
y i e l d  as a h a r v e s t  model bu t  r a t h e r  t o  
d i s c u s s  two common views of  community 
s t a b i l i t y  a s s o c i a t e d  w i t h  t h e  concept .  
A l so ,  keep i n  mind t h a t  t h e s e  communities 
are t y p i c a l l y  dependent  on t h e  f o r e s t  
p roduc t  i n d u s t r y  f o r  t h e  major  p o r t i o n  
of  t h e i r  economic a c t i v i t y  and on  p u b l i c  
t imber  f o r  t h a t  i n d u s t r y ' s  supp ly  of 
t imber  . 

The f i r s t  view i s  t h a t  t h e  a v a i l a b i l i t y  
o f  t imber  t o  f i r m s  o p e r a t i n g  i n  t imber-  
dependent  communities i s  a key  d e t e r-  
minant  of  community s t a b i l i t y .  I n  t h i s  
view d i r e c t  employment and income are  
c r e a t e d  i n  p r o p o r t i o n  t o  o u t p u t  o r  pro-  
d u c t i o n .  I n  dependent  communit ies ,  i t  
i s  assumed t h a t  t h i s  d i r e c t  economic ac- 
t i v i t y  c o n s t i t u t e s  a s i g n i f i c a n t  propor-  
t i o n  of  b a s i c  economic a c t i v i t y  w i t h i n  
t h e  community and i s  a l s o  t h e  dominant 
s o u r c e  of secondary  o r  i n d i r e c t  economic 
a c t i v i t y .  Community s t a b i l i t y ,  i n  t h i s  
c o n t e x t ,  i s  s u b j e c t  t o  t h e  d i r e c t  c o n t r i -  
b u t i o n s  of  t h e  f o r e s t- b a s e d  p r o d u c t s  and 
t o  t h e  d i r e c t l y  l i n k e d  secondary  a c t i v i t y  
i n  s u p p o r t i n g  s e c t o r s .  F i n a l l y ,  t h e  
d i r e c t  and secondary  a c t i v i t i e s  induce  
economic a c t i v i t i e s  p r i m a r i l y ,  bu t  by no 
means e x c l u s i v e l y ,  th rough r e spend ing  by 
wage e a r n e r s  i n  t h e  community. 

Waggener (1969) ,  S c h u s t e r  and o t h e r s  
(1976) ,  and o t h e r  i n v e s t i g a t o r s  have 
sugges t ed  a n  a l t e r n a t i v e  view of  t imber  
dependency and community s t a b i l i t y  t h a t  
i n v o l v e s  a more complex r e l a t i o n s h i p  be- 
tween t h e  a g g r e g a t i v e  t imber  sales pro-  
gram ( o v e r  t ime and by ownership)  and l o g  
i n v e n t o r y ,  t o g e t h e r  w i t h  a l i n k  between 
t imber  i n v e n t o r y ,  l o g  marke t s ,  l o g  
supp ly ,  and p roduc t ion .  These economic 
l i n k s  i n  bo th  t h e  log  and f o r e s t  p r o d u c t s  
marke t s  are recognized  a s  major  de t e rmi-  
n a n t s  of  t imber  i n v e n t o r y  p o l i c y ,  i n f l u -  
enc ing  bo th  a d d i t i o n s  t o  i n v e n t o r y  and 
wi thd rawa l s  from inven to ry .  I n  t h i s  
second view, t h e  community s t a b i l i t y  con- 
c e p t  i s  more dynamic t h a n  i n  t h e  f i r s t  
approach ,  r e f l e c t i n g  t h e  i n t e r a c t i o n  o f  
t h e  f o r e s t r y- b a s e d  s e c t o r s  o f  t h e  econ- 
omy, as w e l l  a s  o t h e r  b a s i c  s e c t o r s ,  and 
l o g  and p roduc t  i n v e n t o r y  accumula t ion  
and a d j u s t m e n t ,  n e t  i nves tmen t ,  and t h e  
i n f l u e n c e  of  n a t i o n a l  marke ts  and eco-  
nomic p o l i c i e s .  

Timber sales remain a s i g n i f i c a n t  f a c t o r  
bu t  are p u t  i n  c o n t e x t  w i t h i n  a much more 
complex economic framework. Timber sales  
are more d i r e c t l y  l i n k e d  t o  t imber  and 
l o g  i n v e n t o r y  t h a n  t o  p roduc t ion ,  a s  i n  
t h e  c o n v e n t i o n a l  model. Add i t i ons  t o  
and wi thd rawa l s  from t imber  i n v e n t o r y  
are c o n d i t i o n e d  by economic f a c t o r s  i n  
a d d i t i o n  t o  sales volumes. P r o d u c t i o n  
i s  s e e n  as dependent  on e x t e r n a l  market  
and economic f a c t o r s ,  i n c l u d i n g  monetary 
and f i s c a l  p o l i c y .  The second view, i n  
c o n t r a s t  t o  t h e  f i r s t ,  l o o k s  t o  e x t e r n a l  
d e t e r m i n a n t s  t o  i n f l u e n c e  p roduc t ion  de- 
c i s i o n s  which,  i n  t u r n ,  i n f l u e n c e  t imber  
i n v e n t o r y  wi thdrawals .  
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The Case Studies 

Three areas were used t o  s t u d y  t h e  i n f l u -  
ence  o f  t imber  sa le  pract ices  on competi-  
t i o n  f o r  N a t i o n a l  F o r e s t  stumpage. These 
s t u d y  areas were Medford and Gran t  County 
i n  Oregon and t h e  area s u r r o u n d i n g  t h e  
Nezperce N a t i o n a l  F o r e s t  i n  Idaho.  They 
were s e l e c t e d  a s  r e p r e s e n t a t i v e  o f  t h e  
t y p e s  of  communities c o n s i d e r e d  depend- 
e n t  on  N a t i o n a l  F o r e s t  t imber .  I n  t h e s e  
case s t u d i e s ,  two q u e s t i o n s  r a i s e d  by t h e  
i n t r o d u c t i o n  of  s e a l e d  b idd ing  were ad- 
d r e s s e d .  Both q u e s t i o n s  were r e f l e c t e d  
i n  t h e  remarks o f  S e n a t o r  Packwood, and 
bo th  r e l a t e d  t o  t h e  p o s s i b l e  d e s t a b i l i -  
z i n g  e f f e c t s  on  t imber- dependent communi- 
t i e s  o f  s h i f t s  from o r a l  t o  s e a l e d  b id-  
d i n g  methods. The f i r s t  q u e s t i o n  deals  
w i t h  t h e  e f f e c t  o f  s e a l e d  b idd ing  o n  
stumpage p r i c e s  i n  t r a d i t i o n a l  t i m b e r  
marke t s .  The second q u e s t i o n  i s  con- 
cerned  w i t h  t h e  i n f l u e n c e  o f  s e a l e d  
b i d d i n g  on  i n c r e a s e d  c o m p e t i t i o n  from 
o u t s i d e  b i d d e r s .  Changes i n  e i t h e r  
stumpage p r i c e s  o r  t imber  a v a i l a b i l i t y  
( r e s u l t i n g  from s u c c e s s f u l  o u t s i d e  bid-  
d e r s )  have t h e  p o t e n t i a l  t o  a l t e r  t h e  
economic h e a l t h ,  o r  s t a b i l i t y ,  o f  a 
t imber- dependent community. 

Each o f  t h e s e  c a s e  s t u d i e s  examines t h e  
i n t e r a c t i o n  between t imber  sales  and 
community s t a b i l i t y  w i t h  a d i f f e r e n t  ap- 
proach and r e s u l t s .  The Medford case 
s t u d y  examines t h e  o r i g i n  o f  l o g s  con- 
sumed i n  t h e  Medford area f o r  s e l e c t e d  

y e a r s  between 1966 and 1976. I t  compares 
N a t i o n a l  F o r e s t  sa le  c h a r a c t e r i s t i c s  f o r  
1975,  1976,  and 1977 a s  a means o f  tes t-  
i n g  f o r  impac t s  o f  t h e  1977 change t o  
s e a l e d  b i d d i n g .  The Grant  County case 
s t u d y  used a coun ty  i n p u t / o u t p u t  model ,  
coupled  wi th  a l i n e a r  programing model ,  
t o  e v a l u a t e  t h e  e f f e c t s  o f  changes i n  
stumpage i n  p r i c e s  o r  q u a n t i t i e s  o f  
stumpage o n  t h e  l o c a l  economy. The Nez- 
p e r c e  case s t u d y  examines t h e  e f f e c t s  of  
s e a l e d  b i d d i n g  o n  t h e  t imber  sale  pro-  
grams of t h e  Nezperce N a t i o n a l  F o r e s t  
and on  t h e  s u r r o u n d i n g  communit ies.  

A case s t u d y  o n  a f o u r t h  area examines 
f o r  t h r e e  communit ies i n  Region 6 t h e  
r e l a t i o n s h i p s  among t i m b e r  sa les ,  uncut  
volume under  c o n t r a c t  ( s a l e s  ' pu rchased  
i n  p a s t  y e a r s  bu t  n o t  y e t  h a r v e s t e d ) ,  
and t imber- dependent communit ies.  The 
l a g  between purchase  and h a r v e s t  i s  a 
f u n c t i o n  of  such  f a c t o r s  as  r o a d b u i l d i n g  
r e q u i r e m e n t s ,  a v a i l a b i l i t y  o f  l o g g i n g  
crews and equipment ,  and l e v e l s  o f  market  
a c t i v i t y  f o r  f o r e s t  p r o d u c t s .  The propo- 
s i t i o n  examined i s  t h a t  t h e  uncut  volume 
under  c o n t r a c t  s e r v e s  a s  a b u f f e r  t o  m i t -  
i g a t e  t h e  e f f e c t s  o f  l o s i n g  a s a l e  t o  a 
competing b i d d e r .  

One word o f  c a u t i o n  abou t  i n t e r p r e t i n g  
t h e  r e s u l t s  o f  t h e  v a r i o u s  s t u d i e s .  The 
s e l e c t e d  communit ies do  n o t  form a rep-  
r e s e n t a t i v e  s t a t i s t i c a l  sample.  Ra the r  
t h e y  p rov ide  a c r o s s  s e c t i o n  o f  a l l  de- 
pendent  communit ies.  I n  t h a t  s e n s e ,  t h e  
r e s u l t s  and i m p l i c a t i o n s  observed i n  
each  community a re  o n l y  i n d i c a t i v e  o f  
what might  be expec ted  i n  o t h e r  depend- 
e n t  communit ies.  

4 



Sealed Bidding and Competition 
for National Forest Timber 

T h i s  s e c t i o n  c o n t a i n s  a b r i e f  summary of  
t h r e e  i s s u e s  d e a l i n g  wi th  s e a l e d  b idd ing  
t h a t  were a d d r e s s e d  i n  t h e  assessment  o f  
c o m p e t i t i o n  f o r  N a t i o n a l  F o r e s t  t imber  
(Haynes 1980a)  and i n f l u e n c e  t h e  r e s u l t s  
r e p o r t e d  f o r  t h e  c a s e  s t u d i e s .  The f i r s t  
was t h a t  t h e  method o f  b idd ing  i n f l u e n c e d  
t imber  p r i c e s  i n  areas c h a r a c t e r i z e d  by 
l i t t l e  c o m p e t i t i o n .  Sea l ed  b idding  l e d  
t o  h i g h e r  b i d s  i n  t h e  Nor thern  Region 
(Region 1 )  o f  t h e  USDA F o r e s t  S e r v i c e  
and i n  t h e  east  s i d e  of  Region 6 on 
s a l e s  between 2 m i l l i o n  and 8 m i l l i o n  
board f e e t .  Both of  t h e s e  a r e a s  were 
c h a r a c t e r i z e d  by r e l a t i v e l y  low l e v e l s  
of c o m p e t i t i o n .  I n  a d d i t i o n ,  s e a l e d  b id-  
d ing  l e d  t o  h i g h e r  b i d s  on t h e  smallest 
and l a r g e s t  sales  i n  t h e  west s i d e  of  
Region 6. E lsewhere ,  s e a l e d  b idd ing  l e d  
t o  h i g h e r  o v e r b i d d i n g ,  but  t h e  r e s u l t s  
were n o t  s t a t i s t i c a l l y  s i g n i f i c a n t .  

The second i s s u e  w a s  t h a t  t h e  mix o f  
s e a l e d  and o r a l  b idd ing  methods a c t u a l l y  
used i n  1977 may have r e s u l t e d  i n  h i g h e r  
p r i c e s  t h a n  t h o s e  b e f o r e  t h e  s w i t c h  t o  
s e a l e d  b idd ing .  E m p i r i c a l  a n a l y s i s  
demonst ra ted  t h a t  t h e  r e l a t i o n s h i p  be- 
tween h i g h  b i d s  and v a r i o u s  sale charac-  
te r i s t i c s  remained unchanged f o r  t h e  
e n t i r e  p e r i o d .  

3During 1977 t h e  USDA F o r e s t  S e r v i c e  
o f f e r e d  t i m b e r  sales by both  o r a l  and  
s e a l e d  b idd ing .  The p r o p o r t i o n s  o f  each  
method v a r i e d  from F o r e s t  t o  F o r e s t ,  de- 
pending on  t h e  d e g r e e  o f  dependency o f  
l o c a l  communit ies  o n  N a t i o n a l  F o r e s t  t i m -  
ber .  I n  g e n e r a l ,  t h e  smaller t h e  depend- 
ency t h e  g r e a t e r  t h e  p r o p e n s i t y  of  t h e  
F o r e s t  S e r v i c e  t o  u s e  s e a l e d  b idd ing .  

The t h i r d  i s s u e  d e a l t  w i t h  t h e  p robab le  
impact  of o u t s i d e  b i d d e r s  on communities 
dependent  on N a t i o n a l  F o r e s t  t imber .  
These were b i d d e r s  whose primary manu- 
f a c t u r i n g  f a c i l i t i e s  were l o c a t e d  b o t h  
i n s i d e  and o u t s i d e  t h e  " a d j a c e n t  depend- 
e n t  community" but  who had n o t  i n  t h e  
p a s t  b id  f o r  l o c a l  N a t i o n a l  F o r e s t  t i m -  
ber .  The c l a s s i f i c a t i o n  of b i d d e r s  w a s  
s u b j e c t i v e  and based on t h e  o p i n i o n  of 
F o r e s t  S e r v i c e  p e r s o n n e l  as t o  whether  
t h e  b i d d e r ,  because of l o c a t i o n ,  would 
normal ly  and t r a d i t i o n a l l y  be expec ted  
t o  b id  on a p a r t i c u l a r  sale. 

' 

The conce rn  was t h a t  s u c c e s s f u l  o u t s i d e  
b i d d e r s  would t r a n s f e r  l o g s  from a de- 
pendent  community t o  a n o t h e r  community 
f o r  p r o c e s s i n g .  T h i s  would l e a d  t o  a 
loss of  p r o c e s s i n g  j o b s  and a d v e r s e  i n-  
d i r e c t  impac t s  o n  t h e  f i r s t  community. 
Opponents of s e a l e d  b idd ing  claimed t h a t  
s e a l e d  b i d d i n g  would i n c r e a s e  t h e  a c t i v -  
i t y  of  o u t s i d e  b i d d e r s .  E m p i r i c a l  ana ly-  
sis demonst ra ted  t h a t  t h i s  w a s  t r u e  o n l y  
i n  t h e  w e s t  s i d e  of  Region 6 .  The suppo- 
s i t i o n  w a s  no t  t r u e  i n  t h e  east s i d e  of  
Region 6,  which h a s  always had a h i g h e r  
i n c i d e n c e  of o u t s i d e  b i d d e r s  t han  t h e  
w e s t  s i d e .  The h i g h e r  i n c i d e n c e  of  ou t-  
s i d e  b i d d e r s  d u r i n g  1977 a l s o  l e d  t o  
h i g h e r  b i d s  i n  both  areas of  Region 6 
(Haynes 1980b). 
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Available Data From 
Forest Service Sales 

Each s t u d y  used t imber  sale  da ta  summar- 
i z e d  from r e c o r d s  f o r  each  sa le  made i n  
t h e  N a t i o n a l  F o r e s t  System. These r ec-  
o r d s  i n c l u d e  f o u r  g e n e r a l  v a r i a b l e s :  
p h y s i c a l  c h a r a c t e r i s t i c s ,  c o s t  and p r i c e  
i n f o r m a t i o n ,  b idde r  i d e n t i f i c a t i o n ,  and 
a d m i n i s t r a t i v e  v a r i a b l e s .  

The most common p h y s i c a l  c h a r a c t e r i s t i c s  
were t o t a l  s a l e  volume and s p e c i e s  mix 
o r  p r o p o r t i o n  o f  t h e  sale  accounted  f o r  
by a major  s p e c i e s ,  such as  Doug la s- f i r  
o r  ponderosa p ine .  Cost  and p r i c e  v a r i-  
a b l e s  are volume-weighted a v e r a g e s  f o r  

each  sale and are  expres sed  i n  thousand 
board f e e t ,  S c r i b n e r  scale. The b i d d i n g  
p r i c e  w a s  a d j u s t e d  f o r  road  c o s t s  f o r  
which t h e  p u r c h a s e r s  r e c e i v e d  a c r e d i t .  
S e v e r a l  of  t h e  s t u d i e s  used  a v a r i a b l e  
termed "overb id"  and d e f i n e d  a s  b idd ing  
p r i c e  minus road c o s t s  and a p p r a i s e d  
stumpage. Overbid w a s  used because  i t  
p r o v i d e s  a n  a b s o l u t e  ( r e a l )  measure of  
c o m p e t i t i o n ,  as  w e l l  as a c o n s i s t e n t  
measure through time (Haynes 1979b).  
Number of  b i d d e r s  w a s  t h e  main b idde r -  
r e l a t e d  v a r i a b l e  and was d e f i n e d  e i t h e r  
a s  a l l  b i d d e r s  who q u a l i f i e d  f o r  b idd ing  
o r  a s  t h e  a c t u a l  number of b i d d e r s  who 
a c t i v e l y  b id .  A d m i n i s t r a t i v e  v a r i a b l e s  
i n c l u d e d  sale  l o c a t i o n  ( F o r e s t  and 
Dis t r ic t )  and a u c t i o n  method ( o r a l  o r  
s e a l e d  b i d d i n g ) .  
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2. The Medford Casestudy 
J. Douglas Brodie and Lee E. Harris 

T h i s  s t u d y  a n a l y z e s  t h r e e  l- yea r  p e r i o d s  
d u r i n g  t h e  t r a n s i t i o n  o f  sales method f o r  
t h e  Medford area o f  s o u t h e r n  O r e g ~ n . ~  
The Medford area of s o u t h e r n  Oregon i s  
composed o f  t h e  l o g g i n g  and manufac tu r ing  
e n t e r p r i s e s  i n  Jackson  and J o s e p h i n e  
C o u n t i e s  and s e l e c t e d  Ranger Dis t r ic t s  o f  
f o u r  N a t i o n a l  F o r e s t s  i n  Oregon and t h r e e  
N a t i o n a l  F o r e s t s  i n  C a l i f o r n i a ,  on  which 
t h e s e  e n t e r p r i s e s  have b i d  f o r  t i m b e r  
d u r i n g  t h e  p e r i o d .  The y e a r s  ana lyzed  
are  f i s c a l  y e a r s  1975 ( J u l y  1, 1974,  t o  
June  30, 1975) and 1976 ( J u l y  1, 1975,  
t o  June  30, 1976)  and c a l e n d a r  y e a r  1977 
( J a n u a r y  1, 1977,  t o  December 31, 1977) .  

'More d e t a i l  i s  g i v e n  i n  t h e  r e p o r t ,  
"Trends i n  Timber Flow and  Consumption 
i n  t h e  Medford Area and I n f l u e n c e s  o f  
Changes i n  F o r e s t  S e r v i c e  Bidding 
Method"; unpub l i shed  repor t  o n  f i l e  a t  
t h e  P a c i f i c  Northwest  F o r e s t  and Range 
Experiment S t a t i o n ,  P o r t l a n d ,  Oregon. 

The l a s t  two q u a r t e r s  o f  c a l e n d a r  y e a r  
1976 were n o t  ana lyzed  because  o f  t r a n-  
s i t i o n  problems d u r i n g  t h e  s w i t c h  from 
o r a l  t o  s e a l e d  b idd ing .  The N a t i o n a l  
F o r e s t s  and Ranger D i s t r i c t s  f o r  which 
sale  d a t a  were ana lyzed  are  shown i n  
f i g u r e  1. A l l  Ranger D i s t r i c t s  on t h e  
Rogue R i v e r  N a t i o n a l  F o r e s t  were i n-  
c l u d e d ,  a l o n g  w i t h  s e l e c t e d  D i s t r i c t s  
where t i m b e r  sale  a c t i v i t y  from e n t e r -  
p r i s e s  i n  t h e  Medford area h a s  been 
no ted  on  s u r r o u n d i n g  F o r e s t s .  These 
F o r e s t s  are t h e  Umpqua, Winema, and 
S i s k i y o u  i n  Oregon and t h e  S i x  R i v e r s ,  
Klamath, and S h a s t a- T r i n i t y  i n  Cali-  
f o r n i a  ( f i g .  1 ) .  

J. DOUGLAS BRODIE i s  a n  a s s o c i a t e  pro- 
f e s s o r  and LEE E. HARRIS (deceased)  was 
a g r a d u a t e  s t u d e n t ,  Department o f  F o r e s t  
Management, Oregon S t a t e  U n i v e r s i t y ,  Cor- 
v a l l i s ,  Oregon 97331. 
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Impacts of Forest Service 
Sale Characteristics 
and Bidding Methods 
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Figure  l . - -Nat ional  Forests and Ranger 
Districts for which s a l e s  d a t a  were ana- 
l y z e d  for the M e d f o r d  c a s e  s t u d y .  

I n  t h e  decade 1966 t o  1976 l o g  consump- 
t i o n  i n  t h e  Medford area d e c l i n e d  (14  
p e r c e n t )  a s  a consequence of  d e c l i n i n g  
p u b l i c  and p r i v a t e  l o g  supp ly  ( A u s t i n  
1969,  Howard and H i s e r o t e  1978) .  The 
s o u r c e s  of  t imber  supp ly  a l s o  s h i f t e d  
d u r i n g  t h i s  p e r i o d ,  w i t h  g r e a t e r  quan- 
t i t i e s  coming from Klamath County and 
C a l i f o r n i a  i n  1976 t h a n  i n  1966. The 
d e c l i n e  i n  l o g  consumption d i d  n o t  a f -  
f e c t  t h e  lumber and plywood i n d u s t r i e s  
e q u a l l y .  Log consumption by sawmills 
f e l l  by 215 m i l l i o n  board f e e t  ( 4 1  per-  
c e n t ) ,  whereas l o g  consumption by p ly-  
wood m i l l s  i n c r e a s e d  by 98 m i l l i o n  board 
f e e t  ( 3 3  p e r c e n t ) .  

S t anda rd  F o r e s t  S e r v i c e  d a t a  on sale  
c h a r a c t e r i s t i c s  and b i d d e r s  were o b t a i n e d  
f o r  a l l  N a t i o n a l  F o r e s t  sales i d e n t i f i e d  
a s  p a r t  o f  t h e  Medford area. These da ta  
were t h e n  used t o  examine t h e  impac t s  of 
t h e  s w i t c h  from o r a l  b idd ing  t o  s e a l e d  
b i d d i n g  a u c t i o n  methods. I n  p a r t i c u l a r ,  
two popu la r  p r o p o s i t i o n s  ( s e e  S e n a t o r  
Packwood's s t a t e m e n t  i n  t h e  i n t r o d u c t i o n )  
abou t  t h e  s w i t c h  t o  s e a l e d  b i d  a u c t i o n s  
were examined. The f i r s t  was t h a t  l o c a l  
b i d d e r s  would be f o r c e d  t o  b i d  t o  t h e i r  
maximum f e a s i b l e  p r i c e  o n  a "one s h o t  
only"  b a s i s ,  p o s s i b l y  d i s s i p a t i n g  t h e i r  
p r o f i t  and d e p r e c i a t i o n  r e s e r v e s .  Sec- 
ond, o u t s i d e  b i d d e r s  might be  s t i m u l a t e d  
t o  p a r t i c i p a t e  i n  a u c t i o n s  s i n c e  l o c a l  
b i d d e r s  could  no l o n g e r  preempt them i n  
t h e  o r a l  a u c t i o n .  I f  t h e  o u t s i d e  b i d d e r s  
p roces sed  t imber  from t h e i r  s u c c e s s f u l  
b i d s  o u t s i d e  t h e  l o c a l  area, t h e n  t h e  
s c a r c i t y  of t imber  i n  t h e  l o c a l  area 
might  be i n t e n s i f i e d .  

Both p r o p o s i t i o n s  can  be examined empir i-  
c a l l y  by t r e a t i n g  comparisons of  f i s c a l  
y e a r s  1975 and 1976 w i t h  c a l e n d a r  y e a r  
1977 as e x p e r i m e n t a l  ev idence  ( o n l y  semi- 
c o n t r o l l e d )  f o r  t e s t i n g  hypotheses .  The 
f i r s t  h y p o t h e s i s  i s  t h a t  s e a l e d  b i d d i n g  
shou ld  r e s u l t  i n  h i g h e r  o v e r b i d s .  T h i s  
h y p o t h e s i s  can  be t e s t e d  by u s e  o f  a v a i l -  
a b l e  sale da ta . '  The second h y p o t h e s i s  
i s  t h a t  s e a l e d  b i d d i n g  shou ld  i n c r e a s e  
t h e  a c t i v i t y  and s u c c e s s  of  o u t s i d e  bid-  
d e r s .  Our a b i l i t y  t o  test  t h i s  second 
h y p o t h e s i s  i s  l i m i t e d  i n  two ways. 

~~ 

5Hypothes is  tests w i t h  sales  d a t a  used  
a n  "F" test  f o r  v a r i a n c e  and a "t" t e s t  
f o r  means. The tes ts  conducted  were two- 
t a i l e d ,  d e f i n i n g  a p r o b a b i l i t y  r ange  f o r  
which t h e  n u l l  h y p o t h e s i s  cannot  be  re- 
j e c t e d .  Un le s s  o t h e r w i s e  s p e c i f i e d ,  t h e  
5- percent  l e v e l  of  s i g n i f i c a n c e  i s  used 
throughout  . For  t h e  t- tes t ,  t h e  p r o b a b i l-  
i t i e s  can  s imply  be ha lved  t o  t e s t  a 
h y p o t h e s i s  abou t  t h e  d i r e c t i o n  o f  d i f f e r -  
ences .  Both "pooled v a r i a n c e"  and "sepa-  
ra te  v a r i a n c e"  estimates were conducted.  
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F i r s t ,  t h e  c l a s s i f i c a t i o n  scheme f o r  o u t-  
s i d e  b i d d e r s  i s  a t  b e s t  s u b j e c t i v e .  
Second, t h e  i n c i d e n c e  o f  o u t s i d e  b i d d e r s  
h a s  been i n c r e a s i n g  t h e  las t  decade  
because  b i d d e r s  i n  s o u t h e r n  Oregon have  
ex tended  t h e i r  p a r t i c i p a t i o n  i n  o t h e r  
t imber  marke t s  t o  m a i n t a i n  adequa te  t i m -  
b e r  s u p p l i e s .  

Auction Methods 

Before  c a l e n d a r  y e a r  1977 and from 1978 
t o  t h e  p r e s e n t ,  t h e  c h o i c e  of  o r a l  b id-  
d ing  o r  s e a l e d  b idd ing  w a s  a n  a d m i n i s t r a-  
t i v e  d e c i s i o n ;  bo th  methods were used i n  
v a r i o u s  F o r e s t  S e r v i c e  Regions a t  t h e  
d i s c r e t i o n  of  sa le  pe r sonne l .  Wi th in  
broad l e g i s l a t i v e  g u i d e l i n e s  s a l e  proce-  
d u r e s  a l s o  va ry  between Regions and f o r -  
est t y p e s .  For  i n s t a n c e ,  i n  t h e  P a c i f i c  
Southwest  Region (Region 5) ,  t h e  s e v e r a l  
s p e c i e s  on  a s a l e  have been t r a d i t i o n a l l y  
b id  w i t h  t h e  a u c t i o n  going  t o  t h e  h igh  
cumula t ive  b i d d e r  f o r  a l l  s p e c i e s .  I n  
Region 6 i t  h a s  been t r a d i t i o n a l  t o  b i d  
f o r  on ly  a s i n g l e  major  s p e c i e s ,  w i t h  
e x p e c t a t i o n s  abou t  minor s p e c i e s  be ing  
lumped i n t o  t h i s  s i n g l e  b id .  Before  t h e  
mandate o f  s e a l e d  b idd ing  i n  t h e  N a t i o n a l  
F o r e s t  Management A c t  o f  1976,  i t  w a s  
more common t o  u s e  s e a l e d  b idd ing  i n  
Region 5 t h a n  i n  Region 6. S t a t i s t i c a l  
tests  performed o n  a l a r g e r  number o f  
sales  i n  Region 5 t h a n  i n  t h e  Medford 
area i n d i c a t e  t h a t  s e a l e d  b i d d i n g  tended  
t o  be much lower t h a n  o r a l  b idd ing  i n  to-  
t a l  volume and p e r c e n t  o f  major  (premium) 
s p e c i e s  d u r i n g  t h e  d i s c r e t i o n a r y  1975 and 
1976 p e r i o d s .  Sea l ed  b idd ing  w a s  used i n  
small sales  when i t s  u s e  w a s  o p t i o n a l .  
During t h e  1977 p e r i o d ,  when s e a l e d  b id-  
'ding w a s  mandatory u n l e s s  r e l a x e d  because  
of  l o c a l  community dependency,  s a l e  
c h a r a c t e r i s t i c s  were s imilar  f o r  both  
methods. 

Sales in the Medford Area 

For t h e  3- year s t u d y  p e r i o d ,  466 sales  
were ana lyzed  i n  t h e  Medford a r e a ;  154 
sales o c c u r r e d  i n  f i s c a l  year 1975, 152 
i n  f i s c a l  y e a r  1976,  and 160 i n  c a l e n d a r  
y e a r  1977. Tab le  1 shows t h e  breakdown 
o f  t h e s e  sales  by method and i l l u s t r a t e s  
t h e  impact of  t h e  s h i f t  t o  s e a l e d  b idd ing  
i n  1977. The dependent  community provi-  
s i o n  f o r  o r a l  b idd ing  was invoked f o r  47 
p e r c e n t  of  t h e  sales  i n  t h e  Oregon p a r t  
of t h e  area and 13 p e r c e n t  i n  t h e  Cali- 
f o r n i a  p a r t  d u r i n g  1977. 

Table l--Number o f  Fo res t  Serv ice sa les  i n  t he  
Medford, Oregon, area by method and Region, f i s -  
c a l  years  1975 and 1976 and calendar yea r  1977 

USDA Fo res t  
Sal e Serv ice  Total ,  
method Region 1975 1976 1975-76 1977 

Oral 5 35 32 67 5 
6 113 107 220 58 

Sealed 5 5 12 17 31 
6 1 1 2 66 

T a b l e  2 summarizes s t a t i s t i c a l  tests  f o r  
d i f f e r e n c e s  i n  F o r e s t  S e r v i c e  sale cha r-  
acter is t ics  on  t h e  b a s i s  of  sale method. 
During t h e  d i s c r e t i o n a r y  y e a r s  1975 and 
1976,  t h e r e  w a s  a wide d i f f e r e n c e  i n  t h e  
ave rage  t o t a l  volume pe r  sa le- - sea led  
b idd ing  was used  on o n l y  a few sales ,  and 
t h e  ave rage  volume w a s  on ly  4 p e r c e n t  of  
t h e  ave rage  o r a l  b idd ing  sale s i z e  i n  
1975 and 7 p e r c e n t  i n  1976. Sea l ed  b id-  
d ing  a u c t i o n s  predominated i n  1977. The 
ave rage  s i z e  of  t h e  s e a l e d  b idd ing  sales 
was s t i l l  s i g n i f i c a n t l y  smaller, aver-  
ag ing  72 p e r c e n t  of o r a l  b idd ing  sales. 
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Table 2--Tests f o r  d i f f e r e n c e s  i n  F o r e s t  Serv ice  s a l e  c h a r a c t e r i s t i c s  i n  the 
lkd fo rd ,  Oregon, a rea  by y e a r  and s a l e  method 

Year and Number 

1/ n e t  h o d vol ume Val u&/ Overb id  Val uel/ b idders  value- 
b i  ddi ng Total t t of a c t i v e  t 

1975: 
J r a l  
Sealed 

1976: 
Oral 
Sealed 

1977 : 
J r a l  
Sealed 

Do l l a r s  per 
Thou sand thousand 

board f e e t  board f e e t  

6,755.6 12.46* 54.98 5.61* 3.7 5.4" 
267.3 14.48 1.7 

7,165.6 12.20* 58.25 1.21 4.2 . 60 
485.0 40 . 85 5.0 

6,635.9 2 . 20* 65.50 1.32 4.2 4.36* 
4,746.3 57 . 58 6.0 

lAsterisk i n d i c a t e s  t h a t  the nul l  hypothesis  of no d i f f e r e n c e  a t  t h e  0.05 
confidence l eve l  can be r e j e c t e d  on a s i n g l e  t a i l  s e p a r a t e  var iance  b a s i s .  

Sea l ed  b i d d i n g  sales  had a s i g n i f i c a n t l y  
lower ove rb id  i n  1975,  r e f l e c t i n g  t h e  
d i f f e r e n c e s  i n  sa le  s i z e  and o t h e r  char-  
a c t e r i s t i c s .  These d i f f e r e n c e s  were n o t  
s i g n i f i c a n t  i n  1976 o r  1977,  bu t  i n  each  
case were lower f o r  t h e  s e a l e d  b i d s .  
T h i s  comparison does n o t  s u p p o r t  a 
h y p o t h e s i s  of  s e a l e d  b i d d i n g  e x t r a c t i n g  
h i g h e r  r e t u r n s  f o r  p u b l i c  t imber  or  
f o r c i n g  p u r c h a s e r s  t o  b id  more reck-  
l e s s l y  t h a n  by o r a l  b idding .  

Sea l ed  b idd ing  and o r a l  b idd ing  were com- 
pared  by number of  a c t i v e  b i d d e r s ,  r a t h e r  
t h a n  t o t a l  b i d d e r s .  The d i s t i n c t i o n  be- 
tween a c t i v e  and t o t a l  b i d d e r s  a p p l i e s  
p r i m a r i l y  t o  o r a l  b idd ing  where many bid-  
d e r s  q u a l i f y  by s u b m i t t i n g  a n  a p p r a i s a l -  
l e v e l  b id  i n  a p r e l i m i n a r y  s e a l e d  b i d  
and t h e n  f a i l  t o  raise t h e i r  b i d  a t  t h e  
o r a l  a u c t i o n .  For  t h i s  s t u d y ,  t h e s e  
p u r c h a s e r s  were c l a s s i f i e d  as i n a c t i v e  
b i d d e r s .  I n  s e a l e d  b i d d i n g ,  q u a l i f i c a -  
t i o n  and b id  occu r  s i m u l t a n e o u s l y ,  and 
a lmos t  a l l  b i d s  are above a p p r a i s a l  s o  
t h a t  a c t i v e  and t o t a l  b i d d e r s  are  n e a r l y  
always i d e n t i c a l .  I n  1977,  t h e r e  was no  
d i f f e r e n c e  between a v e r a g e  number of  t o-  
t a l  b i d d e r s  i n  s e a l e d  and o r a l  a u c t i o n s ,  
bu t  t h e r e  was a s i g n i f i c a n t l y  l a r g e r  
number of  a c t i v e  b i d d e r s  i n  t h e  s e a l e d  
a u c t i o n s .  
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Conclusions 

D i f f e r e n c e s  w i t h i n  t h e  Medford area.- -  
With in  t h e  Medford area, t h e r e  w a s  (du r-  
i n g  t h e  3- year p e r i o d )  a s i g n i f i c a n t l y  
l a r g e r  p r o p o r t i o n  of s e a l e d  b id  a u c t i o n s  
i n  C a l i f o r n i a  t h a n  i n  Oregon. Average 
sale  volume was l a r g e r  i n  C a l i f o r n i a  ( 6 2  
p e r c e n t  i n  1975 and 1976 and 1 7  p e r c e n t  
i n  1977).  The sales i n  Oregon, however,  
c o n t a i n e d  more of  one s p e c i e s  (Douglas- 
f i r )  t h a n  d i d  sales i n  C a l i f o r n i a .  There  
were no d i f f e r e n c e s  i n  a v e r a g e  number o f  
b i d d e r s  p e r  sale e x c e p t  i n  1977 when 
t h e r e  were more a c t i v e  b i d d e r s  i n  Oregon. 

There  were s l i g h t  d i f f e r e n c e s  among t h e  
f o u r  Oregon N a t i o n a l  F o r e s t s  w i t h i n  t h e  
Medford area. There  w a s  v e r y  l i t t l e  
s e a l e d  b idd ing  b e f o r e  1977. The Winema 
N a t i o n a l  F o r e s t  ( a n  e a s t - s i d e  F o r e s t )  
d i f f e r e d  from t h e  t h r e e  wes t- s ide  For- 
ests i n  t h a t  i t  had t h e  leas t  number of  
s e a l e d  b i d  a u c t i o n s  d u r i n g  1977,  l a r g e s t  
ave rage  sale s i z e ,  a g r e a t e r  mix o f  spe-  
c i e s ,  and g e n e r a l l y  less compe t i t i on .  Of 
t h e  t h r e e  wes t- s ide  F o r e s t s ,  c o m p e t i t i o n  
w a s  l eas t  i n t e n s e  on t h e  S i s k i y o u  Nation-  
a l  F o r e s t  and most i n t e n s e  on  t h e  Umpqua 
N a t i o n a l  F o r e s t .  I n  g e n e r a l ,  t h e  over-  
b i d s  were rough ly  e q u a l  f o r  t h e  wes t- s ide  
F o r e s t s  and 42 p e r c e n t  h i g h e r  i n  1977 
t h a n  t h o s e  f o r  t h e  Winema N a t i o n a l  F o r e s t .  

These r e s u l t s  do  n o t  s u p p o r t  a h y p o t h e s i s  
of  h i g h e r  f i n a n c i a l  r ecove ry  from s e a l e d  
b id  a u c t i o n s  r e l a t i v e  t o  o r a l  a u c t i o n s  
because  t h e  o v e r b i d  i s  lower ,  though n o t  
s i g n i f i c a n t l y  so ,  on  t h e  s e a l e d  b i d  
sales. Where c o m p e t i t i o n  f o r  p u b l i c  
stumpage i s  h i g h ,  a s  i n d i c a t e d  by t h e  
number o f  a c t i v e  b i d d e r s ,  e i t h e r  method 
e x t r a c t s  a n  o v e r b i d  w e l l  above t h e  Re-  
g i o n  6 ave rage .  

1 

Outs ide  b i d d e r  ac t iv i ty .- - The  a d o p t i o n  of  
s e a l e d  b idd ing  was accompanied by a more 
t h a n  doub l ing  of  t h e  ave rage  number o f  
o u t s i d e  b i d d e r s  (9 .3  p e r c e n t  of  a l l  b id-  
d e r s )  d u r i n g  1977. There was, however,  
no comparable i n c r e a s e  i n  s u c c e s s f u l  b id-  
d ing  by o u t s i d e r s .  Roughly 1 p e r c e n t  o f  
t h e  sa les  w e n t  t o  o u t s i d e  b i d d e r s  i n  each  
of t h e  3 y e a r s .  

Stumpage marke t s  i n  t h e  Medford area have 
been c h a r a c t e r i z e d  by Haynes (1980a)  as 
v e r y  compe t i t i ve .  I n  l a t e  1976 t h e  Na- 
t i o n a l  F o r e s t  Management A c t  mandated a 
s w i t c h  from o r a l  t o  s e a l e d  b idd ing .  Sub- 
sequen t  l e g i s l a t i o n  i n  1977 r e l a x e d  t h e  
requi rement  somewhat, bu t  s e a l e d  b idd ing  
remained t h e  predominant method d u r i n g  
1977. T h i s  s w i t c h  p r e c i p i t a t e d  cons id-  
e r a b l e  conce rn  among N a t i o n a l  F o r e s t  
b i d d e r s  abou t  p r i c e  p r e s s u r e  on stumpage 
and l o s s  of supp ly  t o  o u t s i d e  b i d d e r s .  
Ana lys i s  p r e s e n t e d  i n  t h i s  s t u d y  i n d i-  
cates t h a t  i n  a c o m p e t i t i v e  market  such  
a s  t h e  Medford area, t h e  s e a l e d  b idd ing  
method caused  no p r i c e  i n c r e a s e ;  how- 
e v e r ,  t h e  g e n e r a l  upward t r e n d  con t inued .  
The s w i t c h  i n  b idd ing  method d i d  cause  a n  
i n c r e a s e  i n  a c t i v i t y  by o u t s i d e  b i d d e r s  
b u t  produced no i n c r e a s e  i n  sales suc-  
c e s s f u l l y  purchased by o u t s i d e  b i d d e r s .  

, 

11 



3. Grant County, Oregon: Impacts of Changes 
in Log Flows on a Timber-Dependent Community 
Frederick W. Obermiller and Lester F. Miller 

I n  t h i s  c h a p t e r ,  t h e  e f f e c t s  o f  changing  
F o r e s t  S e r v i c e  sales  p r a c t i c e s  o n  t h e  
Grant  County economy a r e  e v a l u a t e d .  
Gran t  County i s  a rugged and s p a r s e l y  
popu la t ed  e a s t - c e n t r a l  Oregon coun ty  
( f i g .  2 ) .  I n  1 9 7 7  i t  depended o n  t h e  
f o r e s t  p r o d u c t s  i n d u s t r y  f o r  35 p e r c e n t  
of t o t a l  county  employment, 24  p e r c e n t  
of  a l l  goods and s e r v i c e s  s o l d ,  and 4 8  
p e r c e n t  of  a l l  goods e x p o r t e d  from t h e  
county .  The f o r e s t  p r o d u c t s  i n d u s t r y  
i s ,  i n  t u r n ,  dependent  f o r  t i m b e r  o n  t h e  
Malheur N a t i o n a l  F o r e s t  which a c c o u n t s  
f o r  ove r  h a l f  t h e  t o t a l  coun ty  l a n d  area .  

FREDERICK W .  OBERMILLER i s  a n  a s s o c i a t e  
p r o f e s s o r ,  Department o f  A g r i c u l t u r a l  and 
Resource  Economics, Oregon S t a t e  Univer-  
s i t y ,  C o r v a l l i s ,  Oregon 97331. LESTER 
F .  MILLER i s  a n  economis t ,  Kootenai  Na- 
t i o n a l  F o r e s t ,  U.S. Department o f  Agri-  
c u l t u r e ,  F o r e s t  S e r v i c e ,  L ibby ,  Montana 
59923. 
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T h i s  e v a l u a t i o n  r e q u i r e d  a methodology 
t h a t  c o n s i d e r e d  both  t h e  s t r u c t u r a l  and 
i n t e r i n d u s t r y  r e l a t i o n s h i p s  among Nation-  
a l  F o r e s t  t imber  s u p p l i e s ,  t h e  f o r e s t  
p r o d u c t s  i n d u s t r y ,  and t h e  Grant  County 
economy. The methodology adop ted  com- 
bined  inpu t- ou tpu t  a n a l y s i s  and l i n e a r  
programing.6 I n  t h e  l i n e a r  program, 
changes i n  stumpage p r i c e s  and q u a n t i t i e s  
are r e p r e s e n t e d  as changes i n  p r o d u c t i o n  
c o s t s  o r  t imber  a v a i l a b i l i t y ,  and they  
a f f e c t  t h e  d i s t r i b u t i o n  of t imber  re- 
s o u r c e s  t o  p r o c e s s o r s  and f o r  o t h e r  end 
uses .  The d i r e c t  and i n d i r e c t  e f f e c t s  
of  changes  i n  l o g  and lumber e x p o r t s  gen- 
erate i n c r e a s e d  ( o r  dec reased )  b u s i n e s s  
income, wage income, o r  employment ac- 
cord ing  t o  t h e  i npu t- ou tpu t  model. Con- 
s e q u e n t l y ,  t h e  f l ow o f  i n f o r m a t i o n ,  o r  
d i r e c t i o n  of  impac t ,  i n  t h i s  case s t u d y  
i s  from t h e  l o c a l  f o r e s t  p r o d u c t s  indus-  
t r y  t o  t h e  broader  l o c a l  economy. Pu t  
d i f f e r e n t l y ,  p a t t e r n s  o f  r e s o u r c e  r e a l l o -  
c a t i o n  c o n d i t i o n a l  on changes i n  N a t i o n a l  
F o r e s t  System stumpage p r i c e s  and a v a i l -  
a b i l i t y  of stumpage induce  changes i n  
economic a c t i v i t y  throughout  t h e  l o c a l  
economy. S o l u t i o n s  from t h e  l i n e a r  pro- 
graming model are used a s  i n p u t s  t o  t h e  
i npu t- ou tpu t  model. 

6Details on a c t u a l  model c o n s t r u c t i o n  
are g i v e n  i n  "Grant  County Oregon: I m-  
p a c t s  of Changes i n  Log Flows on a Tim-  
b e r  Dependent Community," by Lester F. 
Miller; unpub l i shed  r e p o r t  on  f i l e  a t  
t h e  P a c i f i c  Northwest  F o r e s t  and Range 
Experiment  S t a t i o n ,  P o r t l a n d ,  Oregon. 

The Grant County Economy in 1977 

The economic i n t e r r e l a t i o n s h i p s  i n  Grant  
County demons t r a t e  i t s  r e l i a n c e  on manu- 
f a c t u r i n g  lumber f o r  sale o u t s i d e  t h e  
county .  T o t a l  sales f o r  Grant  County 
product  groups (groups  of s imilar eco-  
nomic s e c t o r s )  i n  1977  are g i v e n  i n  
t a b l e  3.  F o r e s t  p r o d u c t s ,  f o r  example, 
accounted  f o r  24 p e r c e n t  of a l l  sales. 
The $45 m i l l i o n  i n  f o r e s t  p roduc t s  sales 
i n c l u d e d  $6 m i l l i o n  i n  t h e  t imber  h a u l i n g  
and h a r v e s t i n g  s e c t o r ,  p l u s  about  $39 
m i l l i o n  i n  t h e  lumber and wood p r o d u c t s  
p r o c e s s i n g  s e c t o r .  Resource- based prod-  
u c t  groups  ( f o r e s t  p roduc t s  and a g r i c u l -  
t u r e )  accounted  f o r  32 p e r c e n t  of  all 
sales. The households  p roduc t  group con- 
t r i b u t i o n  (25  p e r c e n t )  r e p r e s e n t e d  main ly  
wages, p r o f i t s ,  and t r a n s f e r  payments 
such  as s o c i a l  s e c u r i t y .  The remain ing  
p roduc t  groups  c o n t r i b u t e  less t o  t o t a l  
b u s i n e s s  t r a n s a c t i o n s  i n  t h e  county  t h a n  
do f o r e s t  p r o d u c t s  and households.  

Table 3--Sales, exports, imports, and wage income by product 
group and total value, Grant County, Oregon 

Wage 
Product group Sales Exports Imports income 

Forest products 
Households 
Services 
Other products 
Government 
Agri cul ture 

Percent 

24 48 13 44 
25 11 25 0 
18 8 24 16 
14 10 23 5 
11 8 10 32 
8 15 5 3 

Total 

Total value 

100 100 100 100 

Thousand dol 1 ars 

188,185 68,800 78,953 24,676 
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The e x p o r t  base  of  Grant  County (shown 
i n  t a b l e  3) i s  dominated by t h e  r e s o u r c e-  
based product  g roups- - fores t  p r o d u c t s  and 
a g r i c u l t u r e .  These two groups  accoun ted  
f o r  63 p e r c e n t  o f  a l l  sa les  o u t s i d e  t h e  
county  i n  1977. The remaining groups  
each  accounted  f o r  abou t  9 p e r c e n t  o f  a l l  
p r o d u c t s  and s e r v i c e s  marketed  o u t s i d e  
t h e  county .  

Bus iness  i m p o r t s  f o r  Grant  County i n  1977 
a re  sp read  more even ly  among p roduc t  
groups  ( t a b l e  3 ) ;  bo th  f o r e s t  p r o d u c t s  
and a g r i c u l t u r e  c o n t r i b u t e d  p r o p o r t i o n-  
a l l y  less t o  t o t a l  county  impor t s .  I m-  
p o r t s  were 1 5  p e r c e n t  ( a b o u t  $10 m i l l i o n )  
l a r g e r  t h e n  e x p o r t s  i n  1977,  r e f l e c t i n g  
n e g a t i v e  t r a d e  b a l a n c e s .  Resource-based 
p roduc t  groups  accoun ted  f o r  o n l y  18 per-  
c e n t  o f  a l l  o u t s i d e  purchases .  Exc lud ing  
" impor t s"  o f  n o n l o c a l  government s e r v i c e s  
( n o n l o c a l  t a x e s )  o f  10 p e r c e n t ,  7 2  per-  
c e n t  o f  a l l  o u t s i d e  p u r c h a s e s  were 
a t t r i b u t a b l e  t o  nonresource- based b u s i-  
n e s s e s  and households .  

Wages pa id  by product  g roups  a l s o  d i f f e r  
markedly i n  Grant  County. A s  shown i n  
t a b l e  3, wages pa id  by resource- based 
p roduc t  groups  accoun ted  f o r  47 p e r c e n t  
o f  a l l  wages covered by t h e  S t a t e  Un- 
employment I n s u r a n c e  Law. The l a r g e  
p r o p o r t i o n  o f  wages a t t r i b u t a b l e  t o  
government i s  t h e  r e s u l t  o f  $5 m i l l i o n  
i n  S t a t e  and F e d e r a l  agency p a y r o l l s ,  

e s p e c i a l l y  t h o s e  f o r  l o c a l  employment by 
t h e  USDA F o r e s t  S e r v i c e .  S ince  t h e s e  re- 
s u l t s  i n c l u d e  o n l y  covered  p a y r o l l s  a n d  
n o t  p r o p r i e t o r s '  incomes,  however, pro-  
p o r t i o n s  r e p o r t e d  f o r  t h e s e  two p roduc t  
groups  may be o v e r s t a t e d .  The r e l a t i v e  
impor tance  of  wages p a i d  i n  Grant  County 
t o  i n d i v i d u a l s  by resource- based indus-  
t r i es  and government,  however, a r e  prob- 
a b l y  r e p r e s e n t a t i v e  o f  t h e  p r e v a i l i n g  
s i t u a t i o n  i n  o t h e r  e a s t e r n  Oregon 
c o u n t i e s .  

W i t h i n  t h e  f o r e s t  p r o d u c t s  s e c t o r ,  t h e  
i n t e r r e l a t i o n s h i p s  between f o r e s t  prod-  
u c t s  f i r m s  and o t h e r  p r o d u c t  groups  are  
o r i e n t e d  toward purchased t r a n s a c t i o n s .  
The f o r e s t  p r o d u c t s  f i r m s ,  f o r  example,  
accoun t  f o r  a l a r g e  p r o p o r t i o n  o f  t o t a l  
l o c a l  i n p u t  p u r c h a s e s  ( l a b o r ,  e lec t r ic-  
i t y ,  t a x e s ) .  S a l e s  t o  o t h e r  p roduc t  
g roups  by f o r e s t  p r o d u c t s  f i r m s  are 
small r e l a t i v e  t o  t o t a l  sales. Also,  
n e a r l y  11 p e r c e n t  o f  t o t a l  sales of  t h e  
s e c t o r  i n  1977  r e p r e s e n t e d  i n v e n t o r y  
accumula t ion .  

The f o r e s t  p r o d u c t s  g roup  i s  made up o f  
f i r m s  t h a t  are i n t e r r e l a t e d  th rough  t i m -  
b e r  r e s o u r c e  flows. Wood p r o c e s s o r s  pur-  
c h a s e  stumpage from government s o u r c e s  
and l o g s  from l o g g i n g  c o n t r a c t o r s .  Log 
t r a n s a c t i o n s  between f i r m s  and l o g g i n g  
c o n t r a c t o r s  p rov ide  a shor t- te rm "damp- 
en ing"  e f f e c t  when stumpage p r i c e  o r  
q u a n t i t y  r e l a t i o n s h i p s  change. 
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Empirical Results 

The purpose  o f  t h i s  s e c t i o n  i s  t o  e v a l-  
u a t e  t h e  l o c a l  economic consequences of 
t h r e e  p o s s i b l e  t imber  supp ly  and stump- 
a g e  p r i c e  s c e n a r i o s .  Here, t h e  d i s t r i -  
b u t i o n  of  l o g  f l o w s ,  lumber p r o d u c t i o n ,  
b u s i n e s s  income, wage, and employment 
e f f e c t s  are p r o j e c t e d  by u s e  of  t h e  
l i n e a r  programing model f o r  t h e s e  hypo- 
t h e t i c a l  changes  i n  stumpage market  
a c t i v i t y .  

Impact Analysis of Changes 
in Stumpage Availability 

S t u d i e s  by Mead (1967) and Haynes (1980a)  
have i n d i c a t e d  t h a t  t h e  u s e  of  s e a l e d  
b idd ing  o r  t h e  e n t r y  of  o u t s i d e  b i d d e r s  
i n t o  t i m b e r  marke t s  can  mean l o c a l l y  
i n c r e a s e d  stumpage p r i c e s  o r  d e c r e a s e d  
a v a i l a b i l i t y  o f  stumpage. Such changes 
i n  l o c a l  t imber  market  a c t i v i t y  u l t i -  
mate ly  a f f e c t  t h e  l e v e l  of county  e x p o r t  
sales,  t h e  e f f e c t s  of which r i p p l e  
throughout  t h e  economy. 

The i m p o s i t i o n  o f  s e a l e d  b i d d i n g  o r  en- 
t r y  of  o u t s i d e  buyers  i s  assumed i n  t h i s  
s t u d y  t o  i n c r e a s e  stumpage pr ices  o r  de- 
crease l o c a l  stumpage s u p p l i e s  from t h e  
l e v e l s  o f  1977. The e f f e c t s  of  t h e s e  
assumed changes  i n  t h e  l o c a l  t imber  mar- 
k e t  shou ld  be m a n i f e s t  a s  changes i n  
l o c a l  economic t r a n s a c t i o n s .  Of s p e c i a l  
i n t e r e s t  are impac t s  o n  lumber and l o g  
e x p o r t s ,  b u s i n e s s  income, wages, and 
employment. 

P r i c e  o r  q u a n t i t y  r e l a t i o n s h i p s  o r  both  
are  assumed t o  f l u c t u a t e  by 2 0  p e r c e n t  
under  t h e s e   alternative^:^ ( 1 )  a 
20- percent  i n c r e a s e  i n  t h e  maximum 
stumpage p r i c e  on F o r e s t  S e r v i c e  t i m b e r  
sales ,  ( 2 )  a 20- percent  decrease i n  t h e  
minimum stumpage a v a i l a b l e  on  t h e s e  
sales, and ( 3 )  a combina t ion  of  (1) a n d  
( 2 )  

Timber a v a i l a b i l i t y .  --For each of  t h e  
t h r e e  a s sumpt ions ,  t o t a l  stumpage volume 
a v a i l a b l e  from t h e  Malheur N a t i o n a l  
F o r e s t  exceeded t h e  a n n u a l  p roduc t ion  
c a p a c i t i e s  of t h e  e x i s t i n g  m i l l s .  Most 
o f  t h e  a v a i l a b l e  t imber  was from t imber  
sales  l e t  p r i o r  t o  1977 ( t a b l e  4 ) .  T h i s  
s i z a b l e  uncut  volume under  c o n t r a c t  p l u s  
t h e  e x i s t e n c e  of a l o g  t r a n s f e r  market  
s e r v e d  a s  a " b u f f e r "  between s h o r t- r u n  
p r o d u c t i o n  r equ i r emen t s  and p o t e n t i a l  
t imber  market  i n s t a b i l i t i e s .  

7These amounts are f o r  i l l u s t r a t i v e  
purposes .  During 1977,  t h e  u s e  of  
s e a l e d  b idd ing  on t h e  Malheur N a t i o n a l  
F o r e s t  r e s u l t e d  i n  h i g h e r  o v e r b i d s  ( a l -  
though n o t  s t a t i s t i c a l l y  s i g n i f i c a n t )  
b u t  rough ly  similar t o t a l  b i d s .  Higher  
o v e r b i d s  on  s e a l e d  b idd ing  sales were 
o f f s e t  by lower  a p p r a i s e d  prices f o r  
sales o f f e r e d  by s e a l e d  b idding .  These 
lower a p p r a i s e d  p r i c e s  r e s u l t e d  from a 
lower s e l l i n g  v a l u e  ( 1 0  p e r c e n t ) ,  among 
o t h e r  t h i n g s .  Sea l ed  b idd ing  sales were 
a l s o  t y p i c a l l y  smaller t h a n  o r a l  sales 
(2 .1  v s .  7 .5  m i l l i o n  board f e e t ) .  A l so ,  
d u r i n g  1977 t h e  a c t i v i t y  of  o u t s i d e  b id-  
d e r s  t r i p l e d  i n  Grant  County a l t h o u g h  t h e  
l e v e l  was s t i l l  t h e  lowes t  i n  e a s t e r n  
Oregon. 
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Table 4--Available stumpage volume u t i 1  i z e d  by Grant County, Oregon, timber processors, f o r  the  
1977 base year  solut ion and the 3 a l t e r n a t i v e s  

Solut ion,  
a1 t e r n a t i  ve, 
and t o  t a l  

1977 Previous years Tota l  used i n  1977 

Percent Percent Percent 
Stumpage o f  t o t a l  Stumpage o f  t o t a l  Stumpage of t o t a l  
vol ume a v a i l  ab1 e vol ume a v a i l  ab1 e volume avai 1 ab1 e 

Thou sa nd 
board f e e t  

Thousand 
board f e e t  

Thou sand 
board t e e t  

1977 base year  solut ion 39,474 15 120,629 46 164,103 61 
A1 t e r n a t i  ve 1 17,809 7 129,222 49 147,031 56 
A1 t e r n a t i  ve 2 28,997 11 129,222 49 158,219 60 
A1 t e r n a t i  ve 3 14,396 5 131,534 50 145,930 55 
Tota l  stumpage avai  1 ab1 e 

t o  Grant County f i r m s  91,370 35 172,184 65 263,554 100 

The a v a i l a b i l i t y  of  uncut  t i m b e r  under  
c o n t r a c t  a t  r e l a t i v e l y  lower  p r i c e s  and 
l a r g e r  q u a n t i t i e s  l e a d s  t o  s o l u t i o n s  t h a t  
i n c l u d e  stumpage from sales  l e t  p r i o r  t o  
1977.  The base  s o l u t i o n  f o r  1977 i n d i-  
c a t e d  t h a t  t h e  u s e  o f  stumpage from p r i o r  
y e a r  sa les  exceeded a c t u a l  u s e  o f  stump- 
a g e  from p r i o r  y e a r  sales.  A s  shown i n  
t a b l e  4 ,  abou t  t h r e e- q u a r t e r s  o f  t h e  es- 
t i m a t e d  stumpage u t i l i z e d  i n  1977 was a t -  
t r i b u t a b l e  t o  sales from p r e v i o u s  y e a r s .  
Also ,  t h e  a c t u a l  1977 p r o d u c t i o n  r e q u i r e-  
ments  (used  as t h e  p r o d u c t i o n  c o n s t r a i n t  
i n  t h e  l i n e a r  programing model) accoun t  
f o r  on ly  6 1  p e r c e n t  of  a v a i l a b l e  stumpage 
i n  t h e  s o l u t i o n  f o r  1977. 

Under t h e  t h r e e  a l t e r n a t i v e s ,  t h e  pe r-  
c e n t a g e  o f  stumpage u t i l i z e d  d e c l i n e s ,  
r e f l e c t i n g  a n  i n c r e a s e  i n  c o s t s  r e l a t i v e  
t o  r evenues  f o r  l o c a l  f o r e s t  p roduc t  
f i r m s .  More s i g n i f i c a n t l y ,  t h e  u t i l i z a -  
t i o n  of t imber  purchased i n  p r e v i o u s  
y e a r s  i n c r e a s e s  by 8 t o  11 p e r c e n t  a s  
f i r m s  a t t e m p t  t o  lower c o s t s .  The a b i l -  
i t y  t o  b u f f e r  p r o d u c t i o n  a g a i n s t  changes 

i n  stumpage marke t s  i s  a lmos t  e n t i r e l y  
l i m i t e d  t o  l a r g e  f i r m s  (more t h a n  100 
employees)  i n  Grant  County. These f i r m s  
c o n t r o l  97 p e r c e n t  o f  t h e  uncut  volume 
under c o n t r a c t .  Smal l  f i r m s  w i t h  l i t t l e  
o r  no access t o  t h e  uncut  volume under  
c o n t r a c t  are p a r t i c u l a r l y  s u s c e p t i b l e  t o  
changes  i n  stumpage p r i c e s  a s  shown i n  
t a b l e  5. 

Independent  l o g g e r s  a l s o  respond t o  
changes  i n  stumpage market  c o n d i t i o n s  
( t a b l e  5 ) .  I n  t h e  model s o l u t i o n  pro- 
cess,  a maximum a n n u a l  volume t r a n s a c-  
t i o n  c o n s t r a i n t  of  9 m i l l i o n  board f e e t  
w a s  p l aced  o n  t h e s e  f i r m s .  There  i s  
c o n s i d e r a b l e  v a r i a t i o n  i n  stumpage d i s -  
t r i b u t i o n  among s p e c i e s  below t h i s  l i m i t  
t h a t  r e s u l t s  from d i f f e r e n t  l o g  t r a n s f e r  
demands under  e a c h  a l t e r n a t i v e .  Under 
a l t e r n a t i v e  1 and 3 l a r g e  f i r m s  i n c r e a s e  
t h e i r  p u r c h a s e s  o f  ponderosa  p i n e  from 
l o g g i n g  c o n t r a c t o r s .  Under a l t e r n a t i v e  
2 smal l  f i r m s  i n c r e a s e  t h e i r  p u r c h a s e s  
of Douglas- fir- -western l a r c h  and lodge-  
p o l e  p i n e  from l o g g i n g  c o n t r a c t o r s .  
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Table 5--Distribution of stumpage from the Malheur National Forest, Oregon, f o r  
the base year 1977 and the 3 alternatives by type of firm, independent loggers, 
and species 

Type of firm, 
loggers, and Base year, 
species 1977 A1 ternative 1 A1 ternati  ve 2 A1 ternati  ve 3 

Thousand board fee t ,  Scri bner scale 
Large firms:, 1/ 

Ponderosa p i  ne 106,182 101,424 106,745 100,620 
Dougl as-f i r-- 
western larch 20,960 18,919 20,832 18,877 

White f i r  14,386 11,913 13,604 11,636 
Lodgepol e pi ne 5,017 4,007 4,607 4,032 

Total 146,545 136,263 145,788 135,165 

Small firms: 
Ponderosa p i  ne 509 220 220 220 
Dougl as-f i r-- 
western larch 965 553 696 553 

White f i r  83 10 33 10 
Lodgepol e p i  ne 3,071 971 2,411 97 1 

Total 4,628 1,754 

Loggers: 
Ponderosa p i  ne 3,119 4,278 
Dougl as-f i r-- 
western 1 arch 1,200 842 

White f i r  893 340 
Lodgepol e p i  ne 3,788 3,540 

~~~ 

3,360 

2,589 

1,499 
463 

4,449 

1,754 

5,060 

751 
448 

2,741 

Total/ 9,000 9,000 9,000 9,000 

1/Firms with more t h a n  100 employees. 

/Maximum annual volume constraint o f  9 million board feet .  

17 



A d d i t i o n a l  l o g  s u p p l i e s  a re  a v a i l a b l e  t o  
f i r m s ,  from n e t  i n v e n t o r i e s ,  i m p o r t s ,  and 
l o g  t r a n s f e r s .  These s o u r c e s  c o n s t i t u t e  
14 p e r c e n t  o f  t o t a l  i n d u s t r y  p u r c h a s e s ,  
and each  ac t s  t o  moderate t h e  impac t s  
from changes i n  l o c a l  t imber  market  ac- 
t i v i t y .  Under each a l t e r n a t i v e ,  l a r g e  
f i r m s  m a i n t a i n  h i g h e r  n e t  i n v e n t o r i e s  as  
a r e s u l t  o f  t h e i r  p r o d u c t i o n  r e q u i r e m e n t s  
t h a n  do  smaller f i r m s .  

Lumber p r o d u c t i o n ,  l o g  e x p o r t s ,  and n e t  
i n v e n t o r i e s  . - - U t i l i z a t i o n  o f  stumpage 
s u p p l i e s  i n  lumber p r o d u c t i o n  c o n s t i t u t e s  
abou t  75 p e r c e n t  of  a l l  revenue g e n e r a t e d  
i n  t h e  f o r e s t  p r o d u c t s  i n d u s t r y .  The 
remaining a c t i v i t i e s ,  l o g  sales  f o r  u s e  
o u t s i d e  t h e  county  and n e t  accumula t ion  
o f  i n v e n t o r y ,  p rov ide  a n  a d d i t i o n a l  mar- 
k e t  o u t l e t  f o r  volumes n o t  used i n  pro- 
d u c t i o n  and f o r  shor t- te rm s t o r a g e  of 
e x c e s s  l o g  s u p p l i e s .  

The a v a i l a b i l i t y  o f  stumpage from pre-  
v i o u s  y e a r s  and from t h e  l o g  t r a n s f e r  
market  e n a b l e s  l a r g e  f i r m s  t o  m a i n t a i n  
p r o d u c t i o n  a t  c a p a c i t y  f o r  a l l  a l t e r n a -  
t i v e s .  S o l u t i o n s  o f  t h e  l i n e a r  program 
i n d i c a t e  t h a t  p r i c e  i n c r e a s e s  i n  l o c a l  
stumpage marke t s  under a l t e r n a t i v e s  1 
and 3 would r e s t r i c t  t h e  a v a i l a b i l i t y  o f  
low v a l u e  stumpage ( w h i t e  f i r  and lodge-  
p o l e  p i n e )  t o  smaller f i r m s ,  r e s u l t i n g  
i n  lower  p r o d u c t i o n  l e v e l s  (19 p e r c e n t  
f o r  a l t e r n a t i v e  1, 4 p e r c e n t  f o r  2 ,  and  
23 p e r c e n t  f o r  3 ) .  Although d e c r e a s e s  
i n  q u a n t i t y  ( a l t e r n a t i v e  2)  a r e  less  
r e s t r i c t i v e  t h a n  i n c r e a s e s  i n  p r i c e ,  t h e  
d i f f e r e n t i a l  p r i c e  s t r u c t u r e  f o r  stump- 
a g e  s t i l l  l i m i t s  t h e  a v a i l a b l e  q u a n t i t y  
of  low v a l u e  s p e c i e s .  

I n  t h e  l i n e a r  programing model ,  t h e  
h i g h e r  v a l u e  of  p rocessed  lumber com- 
pared w i t h  t h a t  of  l o g s  r e s u l t s  i n  re- 
duced l o g  e x p o r t s  when stumpage p r i c e s  
increase. Net i n v e n t o r i e s  a r e  not  

a p p r e c i a b l y  a f f e c t e d  by l o c a l  changes i n  
stumpage p r i c e s  o r  by t i m b e r  s u p p l i e s .  
Logs i n  i n v e n t o r y  a re  va lued  a t  t h e  same 
market  p r i ce  as  l o g  e x p o r t s  i n  t h e  model. 

N e i t h e r  p r o d u c t i o n  nor  l o g  e x p o r t s  by 
l a r g e  f i r m s  a re  s i g n i f i c a n t l y  a f f e c t e d  
by changes  i n  p r i c e  o r  q u a n t i t y .  The 
p r imary  e f f e c t  a s  i n d i c a t e d  by s o l u t i o n  
of t h e  l i n e a r  programing model i s  t h e  
r e d u c t i o n  i n  t h e  o u t p u t  o f  small f i r m s .  
T h i s  impact  i s  t h e  cumula t ive  r e s u l t  o f  
l o c a l  changes i n  p r i c e  and q u a n t i t y ,  t h e  
a v a i l a b i l i t y  of stumpage from o t h e r  
s o u r c e s ,  and a c t i v i t i e s  i n  t h e  l og  t r a n s-  
f e r  market .  

Although p r o d u c t i o n  changes  by Grant  
County wood p r o d u c t s  p r o c e s s o r s  are t h e  
consequence o f  d e c r e a s e d  a v a i l a b i l i t y  o f  
t i m b e r ,  n e t  r e t u r n s  t o  t h e  i n d u s t r y  a s  a 
whole are n o t  a p p r e c i a b l y  a f f e c t e d .  
S h i f t s  i n  t h e  p r i c e s  and s u p p l y  i n c l u d e d  
i n  t h e  t h r e e  a l t e r n a t i v e s  have t h e  g r e a t-  
est impact  o n  smaller f i r m s ,  s u g g e s t i n g  
t h a t  i n  t h e  s h o r t  r u n  t h e  d i s t r i b u t i o n a l  
consequences  o f  s e a l e d  b i d d i n g  may be  
more s i g n i f i c a n t  t h a n  t h e  impac t s  o n  e f -  
f i c i e n t  p r o d u c t i o n .  I n  a b s o l u t e  terms, 
however, t h e  indust ry- wide change i n  ex- 
p o r t  a c t i v i t y  ove r  a l l  p r i c e  and q u a n t i t y  
a l t e r n a t i v e s  i s  s l i g h t .  

Regional Impacts Using 
the Input-Output Model 

Changes i n  lumber and l o g  e x p o r t s  from 
Gran t  County under  each  a l t e r n a t i v e  are 
s m a l l  i n  r e l a t i o n  t o  t o t a l  f o r e s t  indus-  
t r y  e x p o r t s .  These  i m p a c t s  a f f e c t  re- 
g i o n a l  b u s i n e s s  income, wages, and 
employment ( t a b l e  6 )  th rough  d e c r e a s e d  
d i r e c t  and i n d i r e c t  l o c a l  t r a n s a c t i o n s .  
Expor t  d e c l i n e s  i n  excess o f  $ 2  m i l l i o n  
under  a l t e r n a t i v e s  1 and 3 y i e l d  3 t o  4 
p e r c e n t  d e c r e a s e s  i n  t o t a l  b u s i n e s s  i n-  
come, wages, and employment w i t h i n  Grant  
County. Minimal d e c l i n e s  i n  e x p o r t s  un- 
d e r  a l t e r n a t i v e  2 r e s u l t  i n  correspond-  
i n g l y  modest t o t a l  impac t s  on  t h e  
r e g i o n a l  economy. 

18 



Table 6--Impact o f  changes i n  expor ts  o f  lumber and wood products on business income, wage income, and employment 
i n  Grant County, Oregon, by product group, base yea r  1977, and a l t e r n a t i v e s  

Impact on 
business income 

Impact on 
wage income 

Impact on 
employment 

Product 
group A1 t e r n a t i  ve A1 t e r n a t i  ve A1 t e r n a t i  ve 

Base year  1 2 3 Base year  1 2 3 Base yea r  1 2 3 

Thousand 
7slGE- 

Fores t  products 56,541 
Households 52,614 
Services 34,202 
Other products 27,840 
Gover m e n  t 24,012 
A g r i c u l t u r e  16,178 
Tota l  or average 

(a1 1 sectors)  211,387 

Percent 

-5 -1 -5 
-3 -.4 -3 
-2 -.3 -2 
-1 -.2 -2 
-3 -.5 -3 
-1 -.l -1 

-3 -.5 -3 

Thou sand 
dollars 

13,895 
0 

4,197 
1,047 
8,929 

803 

28,871 

Percent 

-5 -1 -5 
0 0  0 

-2 -.3 -2 
-2 -.3 -2 
-3 -.5 -3 
-1 -.l -1 

-4 -1 -4 

Thou sa nd 
dollars 

930 
0 

580 
208 
853 

98 

2,669 

Percent 

-5 -1 -5 
0 0  0 

-2 - .3  -2 
-1 -.5 -2 
-3 -.4 -3 
-1 0 -1 

-3 -.5 -3 

These d e c r e a s e s  are d i s t r i b u t e d  predomi- 
n a n t l y  among f o u r  p roduc t  g roups ,  ex- 
c lud ing  f o r e s t  p roduc t s :  households ,  
government,  s e r v i c e s ,  o t h e r  p roduc t s .  
I n  terms of b u s i n e s s  income o t h e r  t h a n  
household wages, t h e  i n d i r e c t  e f f e c t s  o n  
government, s e r v i c e s ,  and o t h e r  p r o d u c t s  
account  f o r  t h e  bu lk  of  t h e  impact on 
t h e  r e g i o n a l  economy. Dec l i ne s  i n  wage 
income and employment are p r i m a r i l y  mani- 
f e s t  i n  t h e  f o r e s t  p roduc t s  and govern-  
ment s e c t o r s  which account  f o r  over  80 
pe rcen t  of a l l  household income l o s s e s  
under e ach  a l t e r n a t i v e .  

Changes i n  p r o d u c t i o n  l e v e l s  a s  a conse- 
quence of i n c r e a s e d  stumpage p r i c e s  o r  
dec r ea sed  l o c a l  t imbe r  s u p p l i e s ,  o r  bo th ,  
d i r e c t l y  a f f e c t  t h e  r e g i o n a l  economy. 
R e s u l t s  from t h e  input- outpu t  a n a l y s i s  
i n d i c a t e  t h a t  t h e s e  changes  reduce  re- 
g i o n a l  b u s i n e s s  income, wages, and 
employment by less t h a n  5 p e r c e n t  from 
base- year l e v e l s .  
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Summary 

The economic s t a b i l i t y  o f  Grant  County 
i s  dependent on  u s e  o f  n a t u r a l  r e s o u r c e s .  
Lumber and l o g  e x p o r t s  p l a y  a major  r o l e ,  
c o n t r i b u t i n g  s i g n i f i c a n t l y  t o  b u s i n e s s  
income, wages, and employment. Changes 
i n  t h e  stumpage market  a f f e c t  e x p o r t s  
which i n  t u r n  i n f l u e n c e  l o c a l  economic 
t r a n s a c t i o n s .  

A s  p r o c e s s o r s ,  wood p r o d u c t s  f i r m s  i n  
Gran t  County c o n t r i b u t e  h e a v i l y  t o  t h e  
economic base .  S i n c e  lumber and wood 
e x p o r t s  are  based on  l o c a l  stumpage 
s u p p l i e s ,  u s e  o f  exogenous t imber  i n p u t s  
( l o g  i m p o r t s )  are  minimized,  r e s u l t i n g  
i n  a r e l a t i v e l y  l a r g e  b u s i n e s s  income 
m u l t i p l i e r  f o r  t h e  wood p r o d u c t s  indus-  
t r y .  The h i g h  l a b o r  i n p u t  l e v e l s  a s so-  
c i a t e d  w i t h  wood p r o c e s s i n g  a l s o  r e s u l t  
i n  t h i s  s e c t o r ' s  having t h e  l a r g e s t  wage 
income and employment l e v e l s  of a l l  sec- 
t o r s  i n  t h e  l o c a l  economy. 

Impacts  on  wood p r o c e s s i n g  f i r m s  r e s u l t -  
i n g  from changes  i n  p r i c e s  and a v a i l a b i l -  
i t y  of stumpage have been shown t o  v a r y  
by s i z e  of f i r m .  Timber a v a i l a b i l i t y  un- 
d e r  t h e s e  c o n d i t i o n s  i s  most r e s t r i c t i v e  
on  smaller f i r m s  because  of  a h i g h e r  
o v e r a l l  c o s t  s t r u c t u r e  and minimal uncu t  
volume under c o n t r a c t .  I n c r e a s e s  i n  

p r i c e  of  stumpage o r  d e c l i n e s  i n  a v a i l -  
a b i l i t y  are accompanied by a n  i n c r e a s e  
i n  stumpage v a l u e  and volume h a r v e s t e d  
by independent  logg ing  c o n t r a c t o r s .  
These  r e s u l t s  emphasize t h e  s i g n i f i c a n c e  
of t imber  s a l e s  and l o g  t r a n s f e r s  from 
p r e v i o u s  y e a r s ,  which ac t  a s  a b u f f e r  
a g a i n s t  shor t- te rm a d j u s t m e n t s  i n  l o c a l  
stumpage markets  . 
Decreases i n  lumber e x p o r t s ,  w i t h  c o r r e-  
sponding d e c l i n e s  i n  n e t  r e t u r n s ,  a re  
p r i m a r i l y  a s s o c i a t e d  w i t h  low v a l u e  
stumpage and small wood p r o c e s s o r s .  Log 
e x p o r t s  s i g n i f i c a n t l y  d e c l i n e  f o r  a l l  
s p e c i e s  and f i r m s ,  f u r t h e r  r educ ing  n e t  
r e t u r n s .  R e l a t i v e  t o  base- year l e v e l s ,  
however, v a r i a t i o n s  i n  t h e s e  e x p o r t s  i n  
a b s o l u t e  terms a r e  smal l  f o r  t h e  s e l e c t e d  
market  c o n d i t i o n  a l t e r n a t i v e s .  

Impac t s  on  b u s i n e s s  income, wages, and 
employment r e s u l t i n g  from changes i n  t h e  
stumpage market  are  a l s o  small when 
compared w i t h  t h e  base- year s i m u l a t i o n .  
I n d i r e c t  e f f e c t s  on  househo lds  and gov- 
ernment product  groups  a re  r e l a t i v e l y  
more pronounced. I n  t h e  s h o r t  term, 
e x i s t i n g  uncut  volume under c o n t r a c t  c a n  
be expec ted  t o  m i t i g a t e  t h e  d e s t a b i l i z i n g  
e f f e c t  on  t imber- dependent communit ies 
o f  changes i n  p r i c e  o r  q u a n t i t y  i n  l o c a l  
t imber  marke t s ,  o r  bo th .  I n  t h e  l o n g e r  
term, as  uncut  volume under  c o n t r a c t  and 
l o g  i n v e n t o r i e s  are exhaus ted ,  d e s t a b i-  
l i z i n g  impac t s  o n  income and employment, 
which cou ld  be a s s o c i a t e d  w i t h  changes  
from o r a l  t o  s e a l e d  b i d d i n g ,  would i n  
a l l  l i k e l i h o o d  become more s e v e r e .  The 
as sumpt ions  u n d e r l y i n g  t h e  methodology 
used i n  t h i s  c a s e  s t u d y ,  however, are  
such  t h a t  long- term a n a l y s i s  i s  p rec luded .  
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4. The Nezperce National Forest Case Study 
E.Lee Medema 

T h i s  r e p o r t  a n a l y z e s  t h e  impac t s  o f  
changes i n  sale p rocedures  d u r i n g  1977 on  
t h r e e  t imber- dependent  communities a d j a-  
c e n t  t o  t h e  Nezperce N a t i o n a l  F o r e s t .  
One conce rn  abou t  i n c r e a s e d  u s e  of  sealed 
b idd ing  was t h e  e f f e c t  i t  would have on  
t h e  a b i l i t y  of  l o c a l  f i r m s  t o  compete f o r  
N a t i o n a l  F o r e s t  t imber .  The i m p l i c a t i o n  
w a s  t h a t  any change i n  sa le  p rocedures  
would have s e r i o u s  consequences i n  t h e  
v a r i o u s  a d j a c e n t  dependent  communities.  

The d a t a  ana lyzed  i n c l u d e d  a l l  sales o v e r  
$2,000 ( 4 4  sales)  s o l d  by o r a l  and s e a l e d  
b idd ing  methods o n  t h e  Nezperce N a t i o n a l  
F o r e s t  f o r  f i s c a l  y e a r s  1973 through 
1977.8 

8More d e t a i l s  are g i v e n  i n  " Impacts  of 
F o r e s t  S e r v i c e  Timber S a l e s  on  a Timber 
Dependent Community--The Nezperce Case" 
by E .  L e e  Medema, unpubl i shed  r e p o r t  o n  
f i l e  a t  t h e  P a c i f i c  Northwest F o r e s t  and 
Range Experiment  S t a t i o n ,  P o r t l a n d ,  
Oregon. 

The Study Area and Communities 

The Nezperce N a t i o n a l  F o r e s t ,  l o c a t e d  i n  
c e n t r a l  Idaho i n  t h e  F o r e s t  S e r v i c e ' s  
Nor the rn  Region (Region  1) , c o n t a i n s  
2,206,500 a c r e s  of N a t i o n a l  F o r e s t  l a n d s ,  
i n c l u d i n g  849,000 acres o f  commercial 
f o r e s t  l a n d  ( f i g .  3 ) .  T h i s  i s  about  11 
p e r c e n t  o f  t h e  t o t a l  N a t i o n a l  F o r e s t  
a c r e a g e  and 6 p e r c e n t  of  t h e  N a t i o n a l  
F o r e s t  commercial f o r e s t  l a n d  i n  t h e  
S t a t e  o f  Idaho.9 

'U. S. Department of A g r i c u l t u r e ,  F o r e s t  
S e r v i c e .  Land areas of t h e  N a t i o n a l  For- 
est System. F i l e  1380 (5400) .  Washing- 
t o n ,  D.C. 1978. 109 p. 

E .  LEE MEDEMA i s  a n  a s s i s t a n t  p r o f e s s o r ,  
Co l l ege  o f  F o r e s t r y ,  U n i v e r s i t y  o f  Idaho,  
Moscow, Idaho 83843.  
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Figure 3 .--The Nezperce National Forest 
Idaho County and the timber-dependent 
communities. 

A t  t h e  t i m e  o f  t h i s  s t u d y  (1979) ,  t h e  
Nezperce N a t i o n a l  F o r e s t  w a s  mainly  un- 
developed,  w i t h  933,000 acres of  inven-  
t o r i e d  r o a d l e s s  area being c o n s i d e r e d  
f o r  p o s s i b l e  w i l d e r n e s s  d e s i g n a t i o n  and 
735,000 acres i n  w i l d e r n e s s  and p r i m i t i v e  

areas. The a n n u a l  programed h a r v e s t  was 
expec ted  t o  a v e r a g e  100 m i l l i o n  board 
f e e t  i n  t h e  l a t e  1 9 7 0 ' s  (Norman and o th -  
e r s  1977) .  Between 1972 and 1977,  t h e  
p e r i o d  of  a n a l y s i s  f o r  t h i s  r e p o r t ,  t h e  
a n n u a l  volume s o l d  averaged abou t  78 m i l -  
l i o n  board  f e e t ,  r a n g i n g  from a h i g h  i n  
c a l e n d a r  y e a r  1972 o f  138 m i l l i o n  t o  a 
low i n  c a l e n d a r  y e a r  1973 o f  63 m i l l i o n .  
T h i s  volume comprises  abou t  11 p e r c e n t  
o f  t h e  t o t a l  a n n u a l  sales from N a t i o n a l  
F o r e s t  l a n d s  i n  t h e  S t a t e  o f  Idaho.  

A dependency a n a l y s i s  conducted by t h e  
Nezperce N a t i o n a l  F o r e s t  i n  implementing 
t h e  s e a l e d  b i d d i n g  p r o v i s i o n  was used t o  
d e f i n e  t h e  dependent  communities .lo 
From t h i s  a n a l y s i s ,  t h e  dependent com- 
m u n i t i e s  ( d e f i n e d  i n  f o o t n o t e  2 ,  p.  2)  
were i d e n t i f i e d  as t h e  communit ies s u r-  
round ing  G r a n g e v i l l e ,  E l k  C i t y ,  and 
R i g g i n s  ( f i g .  3 ) .  Each o f  t h e s e  commun- 
i t i e s  s a t i s f i e s  t h e  c r i t e r i a  f o r  a de- 
pendent  community ( t a b l e  7 ) .  

loggDependency A n a l y s i s  f o r  t h e  Nezperce 
N a t i o n a l  F o r e s t " ;  unpub l i shed  r e p o r t  o f  
t h e  F o r e s t  S u p e r v i s o r ,  Nezperce N a t i o n a l  
F o r e s t ,  t o  t h e  Reg iona l  F o r e s t e r ,  Region 
1, Missou la ,  Montana, March 1 7 ,  1977.  

Table 7--Resul t s  of ana lys is  of 3 communities' dependence on timber, Nezperce National 
Forest ,  Oregon 

Employment i n wood 

Community community community 
work force log i n p u t  

Log i n p u t  from 
Total products manuf ac turi ng Total Nezperce National Forest 

Percent Percent 
Work force of t o t a l  Input o f  t o t a l  

- - - -  Number - - - - - Million board f e e t  

Gra ngevi 1 1 e 3,785 610 16 50 38 

Riggins 428 145 34 18 17 
E l k  City 3 64 136 37 20 19 

76 
95 
94 
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Implementing Sealed Bidding 
on the Nezperce National Forest 

The F o r e s t  S e r v i c e  implemented t h e  s e a l e d  
b idding  p r o v i s i o n  i n  a manner t h a t  con- 
s i d e r e d  t h e  deg ree  o f  dependency of  t h e  
l o c a l  community on N a t i o n a l  F o r e s t  t imber  
and e x i s t i n g  m i l l  i n v e n t o r i e s  ( i n c l u d i n g  
uncut  volume under sale  c o n t r a c t ) .  It 
was de termined  t h a t  G r a n g e v i l l e  was n o t  
a s  dependent  on N a t i o n a l  F o r e s t  t imber  as  
were E l k  C i t y  and R igg ins .  Fo r  t imber  
sales i n  which e i t h e r  o f  t h e  l a t t e r  com- 
m u n i t i e s  were t h e  d e s t i n a t i o n s  f o r  ap- 
p r a i s e d  t i m b e r ,  up t o  49 p e r c e n t  of t h e  
volume s o l d  cou ld  be  o f f e r e d  by o r a l  bid-  
d ing .  For  t imber  a p p r a i s e d  t o  Grange- 
v i l l e ,  however, t h e  s e a l e d  b idd ing  method 
would be used f o r  a l l  sales. These sale 
methodologies  were implemented a t  t h e  
s t a r t  of t h e  1977 c a l e n d a r  yea r .  

E f f e c t i v e  J u l y  1, 1977,  t h e  F o r e s t  Ser-  
v i c e  developed a new sys tem o f  implement- 
i n g  t h e  s e a l e d  b i d d i n g  p r o v i s i o n .  On t h e  
Nezperce N a t i o n a l  F o r e s t ,  t h i s  system w a s  
des igned  t o  a c h i e v e  abou t  75 p e r c e n t  o r a l  
b idd ing  and 25 p e r c e n t  s e a l e d  b idd ing  i n  
terms of volume s o l d  f o r  a l l  sales of-  
f e r e d  r e g a r d l e s s  of  t h e  deg ree  of depend- 
ency of t h e  a p p r a i s e d  d e s t i n a t i o n .  T h i s  
sys tem w a s  used f o r  t h e  remainder  of  cal-  
e n d a r  y e a r  1977 and u n t i l  May 1978, when 
t h e  s e a l e d  b i d d i n g  p r o v i s i o n  w a s  amended. 

These  changes  i n  t h e  implementa t ion  pro- 
cedure  f o r  t h e  s e a l e d  b idd ing  p r o v i s i o n  
bo th  among t h e  dependent  communities and 
th rough  t i m e  compl i ca t e  t h e  a n a l y s i s .  
To reduce  confounding e r r o r s  i n  i n t e r p r e-  
t a t i o n ,  o n l y  t h e  f i r s t  p e r i o d  from Jan-  
uary  1, 1977,  t o  June  30, 1977,  w a s  
t r e a t e d  as t h e  **implementa t ion  pe r iod"  
i n  t e s t i n g  t h e  v a r i o u s  arguments  of  t h e  
opponents  of  s e a l e d  b idd ing .  

The t o t a l  volume s o l d  by o r a l  b i d  for t h e  
42-month p e r i o d  b e f o r e  implementa t ion  o f  
t h e  s e a l e d  b i d d i n g  p r o v i s i o n  w a s  67 per-  
c e n t  f o r  G r a n g e v i l l e ,  4 1  f o r  E l k  C i t y ,  
and 73 f o r  R igg ins .  Oral b idd ing  w a s  
t h e  predominant method used t o  s e l l  t h e  
m a j o r i t y  o f  t h e  volume a p p r a i s e d  t o  t h e  
G r a n g e v i l l e  and R igg ins  communities.  F o r  
sales a p p r a i s e d  t o  t h e  E l k  C i t y  commun- 
i t y ,  however, t h e  m a j o r i t y  of  t h e  t o t a l  
volume w a s  s o l d  by s e a l e d  b idding .  

During t h e  implementa t ion  p e r i o d  no sales 
a p p r a i s e d  t o  t h e  G r a n g e v i l l e  community 
were s o l d  by o r a l  b idding .  Fo r  t h e  t w o  
sales a p p r a i s e d  t o  t h e  E l k  C i t y  commun- 
i t y ,  t h e  l a r g e s t  (19.2 m i l l i o n  board 
f e e t )  w a s  s o l d  by o r a l  b idding .  No sales 
were a p p r a i s e d  t o  t h e  R i g g i n s  community 
d u r i n g  t h e  implementa t ion  p e r i o d .  

The change i n  sale p rocedures  t o  f a v o r  
s e a l e d  b idd ing  had l i t t l e  e f f e c t  on sale 
methods f o r  t imber  a p p r a i s e d  t o  t h e s e  
t h r e e  communities.  Only i n  t h e  Grange- 
v i l l e  community d i d  t h e  changes r e s u l t  
i n  a s h i f t  i n  b idd ing  methods from o r a l  
t o  s e a l e d .  
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Testing Specific Concerns 
About the Effects of Sealed Bidding 

The e f f e c t s  of  s e a l e d  b i d d i n g  were f r e -  
q u e n t l y  d e s c r i b e d  i n  terms of changes i n  
stumpage p r i c e s  r e s u l t i n g  from i n c r e a s e d  
( o r  more e f f e c t i v e )  c o m p e t i t i o n .  I n  t h e  
dependent communit ies around t h e  Nezperce 
N a t i o n a l  F o r e s t ,  t h e  conce rns  about  
s e a l e d  b i d d i n g  ( d i s c u s s e d  i n  t h e  " I n t r o-  
d u c t i o n" )  c a n  be e x p r e s s e d  a s  t h r e e  hy- 
p o t h e s e s  t h a t  c a n  be  t e s t e d  by u s e  o f  
sa le  d a t a .  These  hypo theses  are: 

1. Sea led  b i d d i n g  r e s u l t s  i n  h i g h e r  b id-  

2 .  Sea led  b i d d i n g  r e s u l t s  i n  a n  i n c r e a s e  

3 .  S a l e s  w i t h  o u t s i d e  b i d d e r s  have 

d i n g  p r i c e s .  

i n  t h e  a c t i v i t y  o f  o u t s i d e  b i d d e r s .  

h i g h e r  b i d d i n g  p r i c e s  t h a n  sales 
w i t h  no o u t s i d e  b i d d e r s .  

A t- test p rocedure  ( s e e  f o o t n o t e  5,  
p. 8) was used t o  test each hypo thes i s . .  
The 

1. 

2. 

3 .  

n u l l  hypo theses  were t h a t :  

During t h e  implementa t ion  p e r i o d ,  
s e a l e d  b i d d i n g  r e s u l t e d  i n  no change 
i n  b i d d i n g  p r i c e s  from t h o s e  obse rved  
b e f o r e  t h e  implementa t ion  p e r i o d .  
During t h e  implementa t ion  p e r i o d ,  
s e a l e d  b i d d i n g  r e s u l t e d  i n  no  i n-  
crease i n  t h e  a c t i v i t y  o f  o u t s i d e  
b i d d e r s  from t h a t  obse rved  b e f o r e  
t h e  implementa t ion  p e r i o d .  
During t h e  e n t i r e  d a t a  p e r i o d ,  sales  
w i t h  o u t s i d e  b i d d e r s  had t h e  same 
b idd ing  p r i c e  as  o t h e r  sales. 

The a v a i l a b l e  d a t a  ( 4 4  s a l e s )  f o r  t e s t i n g  
t h e s e  hypo theses  are  d i v i d e d  among t h e  
t h r e e  communities by b idd ing  method: 

Before  t h e  
implement a- 
t i o n  p e r i o d  

During t h e  
irnplementa- 
t i o n  p e r i o d  

Oral Sea led  

G r a n g e v i l l e  11 10 
E l k  C i t y  2 8 
R igg ins  5 . o  

Oral Sea led  

C 3 
1 1 
0 3 

The l a c k  of  any sales by sealed b i d d i n g  
b e f o r e  t h e  implementa t ion  p e r i o d  pre-  
ven ted  t e s t i n g  t h e  f i r s t  two hypo theses  
i n  t h e  R igg ins  community. The r e s u l t s  
f o r  t h e  second h y p o t h e s i s  i n  t h e  E l k  
C i t y  community have t o  be i n t e r p r e t e d  
w i t h  c a u t i o n  because  o n l y  one o f  t h e  two 
sa les  a p p r a i s e d  t o  t h e  community w a s  s o l d  
by s e a l e d  b i d .  

The r e s u l t s  of  t h e s e  t e s t s  are a s  
f o l l o w s  : 

Hypothes i s  G r a n g e v i l l e  E l k  C i t y  R igg ins  

1 R e j e c t  Reject Not 

2 Reject Reject Not 

3 Accept Accept Accept 

t e s t e d  

t e s t e d  

The f i r s t  two hypo theses  d e a l  wi th  t h e  
e f f e c t s  o f  s e a l e d  b idd ing .  I n  t h e  f i r s t  
h y p o t h e s i s ,  s e a l e d  b i d d i n g  d i d  no t  l e a d  
t o  h i g h e r  b i d  p r i c e s  i n  e i t h e r  t h e  
G r a n g e v i l l e  o r  t h e  E l k  C i t y  community. 
The i n c r e a s e d  a c t i v i t y  o f  o u t s i d e  b i d d e r s  
expec ted  ( h y p o t h e s i s  2 )  a f t e r  t h e  imple-  
m e n t a t i o n  o f  s e a l e d  b i d d i n g  a l s o  d i d  n o t  
occur .  The number of  o u t s i d e  b i d d e r s  p e r  
sa le  i n  t h e  G r a n g e v i l l e  community was t h e  
same f o r  bo th  t h e  h i s t o r i c a l  a n d  imple-  
m e n t a t i o n  p e r i o d s .  I n  t h e  G r a n g e v i l l e  
community, however, t h e  number o f  o u t s i d e  
b i d d e r s  p e r  s a l e  was s i g n i f i c a n t l y  l a r g e r  
f o r  sa les  by s e a l e d  b i d d i n g  t h a n  by o r a l  
b idd ing .  
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Conclusions 

The t h i r d  h y p o t h e s i s  d e a l s  w i th  t h e  as- 
sumption t h a t  sa les  w i t h  o u t s i d e  b i d d e r s  
have h i g h e r  b i d s  t h a n  sales  wi th  no ou t-  
s i d e  b i d d e r s .  For  sales  a p p r a i s e d  t o  
each  community d u r i n g  t h e  e n t i r e  d a t a  
p e r i o d ,  a l l  t h e  t e s t a b l e  r e s u l t s  y i e l d e d  
s i g n i f i c a n t  d i f f e r e n c e s- - s a l e s  by both  
o r a l  and s e a l e d  b idd ing  had s i g n i f i c a n t l y  
h i g h e r  b i d s  when t h e r e  were o u t s i d e  bid-  
d e r s  t han  sales w i t h  no o u t s i d e  b idde r s .  

O u t s i d e  b i d d e r s  appea r  t o  be t h e  major  
s o u r c e  of  c o m p e t i t i o n  f o r  sales  a p p r a i s e d  
t o  each  of t h e  dependent  communities rel-  
a t i v e  t o  i n t e r n a l  c o m p e t i t i o n  among l o c a l  
b i d d e r s .  I n  t h e  p e r i o d  ana lyzed ,  no 
sales  c o n t a i n e d  more t h a n  one l o c a l  b id-  
d e r  f o r  sales a p p r a i s e d  t o  t h e  Grange- 
v i l l e  o r  t h e  E l k  C i t y  community, and o n l y  
one sale had more t h a n  one l o c a l  b i d d e r  
f o r  sales a p p r a i s e d  t o  t h e  R igg ins  com- 
munity.  I n  t h e  G r a n g e v i l l e  community, 
t h e  ave rage  number of  o u t s i d e  b i d d e r s  p e r  

I sa le  ( o n  sales  w i t h  more t h a n  one b i d d e r )  
w a s  a lways g r e a t e r  t h a n  t h e  ave rage  num- 
b e r  of l o c a l  b i d d e r s .  

One could  hypo thes i ze  t h a t  t h e  above re- 
s u l t s  may have been d i s t o r t e d  by changes 
i n  ave rage  sale  c h a r a c t e r i s t i c s  b e f o r e  
and d u r i n g  1977.  
amined f o r  each  h y p o t h e s i s  and community. 
Only i n  t h e  t h i r d  h y p o t h e s i s  d i d  t h e  sa le  
c h a r a c t e r i s t i c s  d i f f e r  i n  such a way a s  
might  b i a s  t h e  b i d d i n g  p r i c e s  upward. 
I n  t h i s  case, sales  w i t h  o u t s i d e  b i d d e r s  
had a s i g n i f i c a n t l y  lower ave rage  s e l l -  
i n g  v a l u e  p e r  s a l e  and a s i g n i f i c a n t l y  
g r e a t e r  a v e r a g e  number o f  b i d d e r s  p e r  
sale.  

T h i s  q u e s t i o n  was ex- 

S i m i l a r l y ,  f o r  o r a l  b idd ing  sales  ap- 
p r a i s e d  t o  t h e  G r a n g e v i l l e  community and 
f o r  s e a l e d  b idd ing  sales  a p p r a i s e d  t o  t h e  
E l k  C i t y  community, t h e  a v e r a g e  number of 
b i d d e r s  pe r  sa le  on sales  wi th  o u t s i d e  
b i d d e r s  was s i g n i f i c a n t l y  l a r g e r  t h a n  f o r  
sales w i t h  no o u t s i d e  b idde r s .  Again, 
t h i s  could  have b i a s e d  t h e  b idd ing  p r i c e  
upward . 

The implementa t ion  procedure  f o r  t h e  
s e a l e d  b i d d i n g  p r o v i s i o n  of  t h e  N a t i o n a l  
F o r e s t  Management Act of 1976 was de- 
s i g n e d  t o  have  s e a l e d  b idd ing  as  t h e  
predominant  b idd ing  method f o r  sales 
a p p r a i s e d  t o  t h e  t h r e e  communities de- 
pendent  on t h e  Nezperce N a t i o n a l  F o r e s t  
f o r  a s u p p l y  of t imber .  T h i s  r e s u l t e d ,  
however, i n  a change i n  t h e  mix of  bid-  
d i n g  methods from one dominated by o r a l  
b idd ing  t o  one dominated by s e a l e d  
b i d d i n g  i n  on ly  one of t h e  dependent  
communities-- the G r a n g e v i l l e  community. 
For  t h e  o t h e r  dependent  communities,  
e i t h e r  s e a l e d  b idd ing  was h i s t o r i c a l l y  
t h e  predominant  b i d d i n g  method used ,  o r  
no sales were s o l d  d u r i n g  t h e  implemen- 
t a t i o n  p e r i o d .  

Where t h e  mix of b idd ing  methods was 
changed t o  one  o f  predominant ly  s e a l e d  
b idd ing ,  no i n c r e a s e  i n  t h e  a c t i v i t y  of 
o u t s i d e  b i d d e r s  and no  i n c r e a s e  i n  bid-  
d ing  p r i c e s  were e v i d e n t .  O u t s i d e  bid-  
d e r s ,  however,  d i d  e x h i b i t  a g r e a t e r  
p r o p e n s i t y  t o  b i d  on s e a l e d ,  r a t h e r  t h a n  
o r a l ,  b i d d i n g  sales,- and t h e  b idd ing  
p r i c e s  on sales w i t h  o u t s i d e  b i d d e r s  was 
s i g n i f i c a n t l y  l a r g e r  t h a n  on  sales w i t h  
no o u t s i d e  b i d d e r s .  
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5. Interaction Between Timber Sales, Uncut Volume 
Under Contract, and Timber-Dependent Communities 

Thomas R. Waggener 

Throughout t h e  l e g i s l a t i v e  h i s t o r y  o f  
t h e  N a t i o n a l  F o r e s t  Management A c t  o f  
1976 and t h e  subsequen t  r e g u l a t i o n s  and 
amendments, t h e r e  h a s  been a tendency t o  
assume t h a t  any d e v i a t i o n  i n  t h e  p a t t e r n  
of t imber  sales  among p o t e n t i a l  buyer s  
c o n s t i t u t e s  a t h r e a t  t o  t h e  economic s ta-  
b i l i t y  o f  a dependent  community. The 
t r u i s m  t h a t  a m i l l  cannot  produce lumber 
and o t h e r  wood p r o d u c t s  i f  i t  does  n o t  
have a s u p p l y  o f  l o g s  h a s  been t r a d i t i o n -  
a l l y  set f o r t h  a s  " proof"  t h a t  l e s s  wood 
means economic i n s t a b i l i t y .  From t h i s ,  
i t  i s  a s s e r t e d  t h a t  t h e  con t inued  produc-  
t i o n  o f  a m i l l  i s  dependent  on  i n d i v i d u a l  
t i m b e r  sales- - and hence  t h e  economic s ta-  
b i l i t y  o f  t h e  community i s  t h r e a t e n e d  by 
a p o t e n t i a l  m i l l  c l o s u r e  (permanent o r  
temporary)  n e c e s s i t a t e d  by t h e  s h o r t  f a l l  
o f  t imber  supp ly .  

THOMAS R .  WAGGENER i s  a p r o f e s s o r ,  Col- 
l e g e  o f  F o r e s t  Resources ,  U n i v e r s i t y  o f  
Washington, S e a t t l e ,  Washington 98195. 

T h i s  c h a p t e r  h a s  two o b j e c t i v e s .  The 
f i r s t  i s  t o  examine how s p e c i f i c  f i r m s  
manage t h e i r  uncut  volume under c o n t r a c t .  
The purpose  i s  t o  p u t  i n d i v i d u a l  sales 
i n t o  p e r s p e c t i v e  and t o  examine whether 
i n d i v i d u a l  sa les  are  c r i t i c a l  t o  t h e  eco-  
nomic h e a l t h  o f  bo th  a f i r m  and t h e  com- 
muni ty  i n  which i t  o p e r a t e s .  The second 
o b j e c t i v e  i s  t o  examine f o r  t h r e e  t imber-  
dependent  communit ies t h e  l i n k s  between 
i n d i v i d u a l  t imber  sales ,  economic condi-  
t i o n s ,  and uncut  volume under c o n t r a c t .  
These l i n k s  w i l l  be examined f o r  t h e  corn- 
muni t i e  s o f  Pa ckwood-Randle i n  Washington 
and Baker and Union i n  Oregon. The pe- 
r i o d  o f  examina t ion  i s  December 1974 t o  
September 1977. l1 T h i s  p e r i o d  c o v e r s  
t h e  i n t e r v a l  j u s t  b e f o r e  enactment o f  
t h e  F o r e s t  Management A c t  of  1976 and 
t h e  i n i t i a l  p e r i o d  o f  t h e  s e a l e d  b i d d i n g  
p o l i c y .  

I lMore d e t a i l s  are g i v e n  i n  t h e  r e p o r t ,  
"Timber S a l e s ,  Uncut I n v e n t o r y  and Timber 
Dependent Communities," by Thomas R.  
Waggener; unpub l i shed  r e p o r t  on  f i l e  a t  
t h e  P a c i f i c  Northwest  F o r e s t  and Range 
Experiment S t a t i o n ,  P o r t l a n d ,  Oregon. 
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How Selected Firms Manage Uncut 
Volume in Three Communities 

Packwood-Randle, Washington 

The communities o f  Packwood and Randle i n  
L e w i s  County, Washington, are surrounded 
by t h e  Packwood and Randle Ranger D i s -  
t r ic t s  of t h e  G i f f o r d  P incho t  N a t i o n a l  
F o r e s t .  The major  f o r e s t  p roduc t s  f i r m s  
i n  t h e s e  two communities are Packwood 
Lumber Company a t  Packwood, Cowl i tz  S tud  
Company, M t .  Adams Veneer Company, and 
R.D.W. Manufac tur ing  a t  Randle.  Of t h e s e  
f i r m s ,  t h e  Packwood Lumber Company was 
s e l e c t e d  f o r  d e t a i l e d  examinat ion.  

D i scus s ions  w i t h  Packwood Lumber r e p r e-  
s e n t a t i v e s  i n d i c a t e d  t h a t  P a c i f i c  Timber 
Company of  S e a t t l e  o p e r a t e d  bo th  t h e  
Packwood Lumber Company i n  Packwood and 
Cowl i tz  S tud  Company i n  Randle.  As a 
consequence,  t h e  combined purchases  of  
t h e  Packwood Lumber Company, P a c i f i c  Lum- 
b e r  and Sh ipp ing  Company, and P a c i f i c  
Lumber S a l e s  Company were agg rega t ed  f o r  
t h e  two Ranger Dis t r ic t s  and treated as 
a s i n g l e  f i r m  i n  t h i s  a n a l y s i s .  

Timber pu rchase s  i n  t h e  Packwood and 
Randle Ranger Districts by t h e  P a c i f i c  
Timber Company are summarized i n  t a b l e  8. 
There w a s  a t o t a l  of 384 t imber  sales ac-  
t i v e  on t h e  two Ranger Districts d u r i n g  
t h e  p e r i o d  January  1975 th rough  September 
1977,  w i t h  a n  a p p r a i s e d  volume of  1 ,440  
m i l l i o n  board f e e t .  Of t h i s  t o t a l ,  244 
sales w i t h  a volume of  9 7 5 . m i l l i o n  board 
f e e t  were s o l d  be fo re  1975 but  remained 
a c t i v e  a f t e r  t h a t  d a t e .  The P a c i f i c  
Timber Company w a s  t h e  pu rchase r  o f  7 3  
sales,  w i t h  a volume of  410 m i l l i o n  board 
f e e t .  T h i s  r e p r e s e n t e d  a lmos t  19  p e r c e n t  

of sales and 28.6 p e r c e n t  o f  volume s o l d .  
Excluding sales b e f o r e  1975,  t h e s e  f i r m s  
purchased 20 s a l e s  (14 .3  p e r c e n t )  w i t h  a 
volume of 113 m i l l i o n  board feet (24.3 
p e r c e n t )  d u r i n g  t h e  1975-77 pe r iod .  

The d i s p o s i t i o n  o f  t imber  purchases  by 
t h e  P a c i f i c  Timber Company i s  a l s o  shown 
i n  t a b l e  8. For  t h e  Packwood and Randle 
Districts, a t o t a l  of  209 m i l l i o n  board 
f e e t  purchased  b e f o r e  1975 was a c t u a l l y  
h a r v e s t e d  b e f o r e  1975,  l e a v i n g  a n  est i-  
mated ba l ance  o f  1 0 1  m i l l i o n  board f e e t  
as uncut  i n v e n t o r y . l *  Although 53 
sales were purchased be fo re  1975 and 
shown as a c t i v e  a f t e r  J anua ry  1975,  t h e  
a c t u a l  uncut  volume w a s  con t a ined  on 
o n l y  28 sales. Thus,  25 sales had been 
h a r v e s t e d  b e f o r e  1975,  y e t  t h e  sales re- 
mained a c t i v e  o n  F o r e s t  S e r v i c e  r e c o r d s  
a l t hough  no f u r t h e r  volume w a s  h a r v e s t e d .  

12Because of datum problems, uncut  vo l-  
ume remain ing  under c o n t r a c t  cannot  be 
de te rmined  d i r e c t l y  by s u b t r a c t i n g  c u t  
from pu rchase s .  Purchases  are e s t i m a t e d  
volumes, whereas  c u t s  are a c t u a l  volumes. 
Uncut volumes d i s c u s s e d  h e r e  have been 
c o r r e c t e d  t o  t h e  e x t e n t  p o s s i b l e  f o r  d i f -  
f e r e n c e s  i n  o r i g i n a l  estimates of  volume 
and subsequent  h a r v e s t s .  
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Table 8--Total sales and volumes of timber sold and  purchased, a n d  sales 
and volumes purchased by the Pacific Timber Company, Packwood and  Randle 
Ranger Dis t r ic t s ,  Gifford Pinchot National Forest, December 31, 1974, t o  
September 30, 1977 

Purchased by Pacific Timber Company 
Total Total 

Date sales volume 
Uncut volume 

Sales Vol ume C u t  under contrac&/ 

Mi 11 ion 
Number board fee t  Number - - - Million board f ee t  - - - - 

12/31/7421 244 975 53 2 96 209 101 
12/31 /75 52 164 5 44 32 109 
6/30/76 23 76 7 10 7 112 
9/30/76 9 22 3 8 13 107 
3/31/77 25 52 2 9 9 106 
9/30/77 3 1  150 3 42 15 133 

L/IncluJes only volumes removed by harvest from appraised volumes. 

ZlActive sales reported 12/31/74, including sales offered i n  1974, as 
well a s  sales sold in preceding years b u t  n o t  completely harvested. 

Baker, Oregon 

Baker, l o c a t e d  i n  Baker County i n  no r th-  
e a s t e r n  Oregon, i s  dependent  on t h e  Baker 
Ranger District  of t h e  Wallowa-Whitman 
N a t i o n a l  F o r e s t  f o r  t h e  t imber  t o  s u p p o r t  
t h e  f o r e s t  p r o d u c t s  economy of t h e  r e g i o n  
and community. The E l l i n g s o n  Lumber Com- 
pany and t h e  E l l i n g s o n  Timber Company 
compr ise  t h e  major  f o r e s t  p roduc t s  f i r m s  
w i t h i n  t h e  community. The E l l i n g s o n  com- 
p a n i e s  o p e r a t e  bo th  a sawmill and a s o f t -  
wood veneer  m i l l .  
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Table 9--Total sales and volumes o f  timber s d d  and purchased, and sales 
and volumes of timber purchased by the Ellingson Lumber and Timber Com- 
panies, Baker Ranger Dis t r ic t ,  Mal lowa-Whitman National Forest, Decem- 
ber 31, 1974, t o  September 30, 1977 

Purchased by the Ell ingson Lumber 
Company and the El 1 i ngson Timber Company 

Total Total 
Date sales volume 

U n c u t  volume 
Sales Volume C u t  under contrac&/ 

Million 
Number board fee t  Number - - - Million board fee t  - - - - 

12/31/7421 16 106 9 64 58 18 
12/31/75 9 33 2 21 16 22 
6/30/76 1 3 1 3 9 39 
9/30/76 3 1 1 1 1 39 
3/31/77 2 10 2 10 15 36 
9/30/77 6 37 6 37 17 56 

L/Includes only volumes removed by harvest from appraised volumes. 

/Active sales reported 12/31/74, including sales offered i n  1974, as 
well a s  sales sold in preceding years b u t  n o t  completely harvested. 

Timber sale  pu rchase s  on t h e  Baker Ranger 
District  are summarized i n  t a b l e  9. A 
t o t a l  of 37 t imbe r  sales were a c t i v e  on  
t h e  Baker Ranger District  d u r i n g  t h e  pe-  
r i o d  1975 th rough  t h e  t h i r d  q u a r t e r  of  
1977, w i t h  a volume of 190 m i l l i o n  board 
f e e t .  S i x t e e n  of t h e s e  sales were s o l d  
b e f o r e  1975,  a ccoun t ing  f o r  a t o t a l  vo l-  
ume of 106 m i l l i o n  board f e e t .  The 
E l l i n g s o n  Timber Company purchased 2 1  of 
t h e  t o t a l  a c t i v e  sales,  t o t a l i n g  136 m i l -  
l i o n  board f e e t .  

The u t i l i z a t i o n  of t imber  sales purchased 
by E l l i n g s o n  Lumber Company and E l l i n g s o n  
Timber Company i s  a l s o  summarized i n  

t a b l e  9. T h i s  summary does  n o t  i n c l u d e  
t h r e e  sales on t h e  Union Ranger District  
of t h e  Wallowa-Whitman N a t i o n a l  F o r e s t .  

E l l i n g s o n  Timber Company purchased  a t o-  
t a l  of ll sales ( 9  on t h e  Baker Ranger 
District ( t a b l e  9 ) ,  2 on t h e  Union) be- 
f o r e  1975, w i t h  a t o t a l  volume of 77 m i l -  
lion board f e e t ,  which were s t i l l  a c t i v e  
in 1975. Of t h e s e  sales, s even  were to-  
t a l l y  ha rves t ed  b e f o r e  1975 even though 
r e p o r t e d  as a c t i v e .  T o t a l  c u t  on a l l  
a c t i v e  sales as of December 31, 1974, w a s  
58 m i l l i o n  board f e e t ,  and uncut  volume 
was 18 m i l l i o n  board f e e t .  
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Table 10--Total sa les  and volumes of timber sold atid purchased, and  sa les  
and volurnes of timber purchased by the Hoff-Ronde Valley Lumber Csmpany, 
Union Ranger a i s t r i c t ,  'dallowa-Whitman Nat ional  Forest, December 31, 
i974 ,  t o  September 30, 1977 

Purchased by the Hof f -Ronde 
Val 1 ey Lumber Company 

Total Total  
Date sales  volume 

Uncut volume 
Sales Volume C u t  unde r  contract!/ 

Mill ion 
Number board fee t  Number - - - Million board f ee t  - - - - 

12/31/74.?! 14 88 5 35 1 5  21 
12/31/75 4 1 2  2 3 8 16  
6/30/76 3 26 2 5 5 20 
9/30/76 0 0 0 - -  3 1 7  
3/31/77 4 19 2 13 8 22 
9/30/77 3 8 - -  3 18 - -  

1/Includes m l y  volumes removed by harvest from appraised volumes. 

/Active sales  reported 12/31/74, including sales  offered in 1974, as 
well as sales s o l d  i n  preceding years b u t  n o t  completely harvested. 

Union, Oregon 

Union, Oregon, i s  i n  Union County abou t  
35  m i l e s  n o r t h  o f  Baker and i s  p r i m a r i l y  
dependent f o r  t imber  on  t h e  Union Ranger 
Dis t r ic t ,  Wallowa-Whitman N a t i o n a l  For-  
es t .  The p r imary  f o r e s t  p r o d u c t s  manu- 
f a c t u r i n g  f a c i l i t y  i n  Union i s  a sawmill 
o p e r a t e d  by t h e  Hoff-Ronde V a l l e y  Lumber 
Company, a s u b s i d i a r y  o f  t h e  Hoff Com- 
pany, I n c . ,  of Bo i se ,  Idaho.  

Timber p u r c h a s e s  by Hoff-Ronde V a l l e y  
Lumber Company i n  t h e  Union Ranger D i s -  
t r i c t  are  shown i n  t a b l e  10. A t o t a l  of 
28  t imber  sales  were r e p o r t e d  as  a c t i v e  
on  t h e  Union Ranger Dis t r ic t ,  w i t h  a vo l-  
ume of 153 m i l l i o n  board f e e t .  Half  of  

t h e s e  sales ( 1 4 )  were s o l d  b e f o r e  1975,  
a c c o u n t i n g  f o r  88 m i l l i o n  board f e e t  ( 5 8  
p e r c e n t )  o f  t o t a l  sa les  volume. The 
Hoff-Ronde V a l l e y  Lumber Company w a s  t h e  
p u r c h a s e r  o f  11 sa les  ( 3 9  p e r c e n t  o f  a l l  
sales) w i t h  a volume o f  56 m i l l i o n  board 
f e e t  ( 3 7  p e r c e n t ) .  E x c l u s i v e  o f  sales  
b e f o r e  1975,  Hoff-Ronde purchased 6 o f  1 4  
sales w i t h  2 1  m i l l i o n  board f e e t .  

The E l l i n g s o n  Lumber Company a l s o  pur-  
chased  t h r e e  sales  on t h e  Union Ranger 
D i s t r i c t ,  w i t h  a t o t a l  volume of  3 4  m i l -  
l i o n  board  f e e t .  Two sales  were pur- 
chased b e f o r e  1975;  and one l a r g e  s a l e  
( 2 1  m i l l i o n  board  f e e t )  was a c q u i r e d  i n  
t h e  f i r s t  h a l f  of 1976,  a c c o u n t i n g  f o r  
a lmos t  80 p e r c e n t  o f  volume s o l d  d u r i n g  
t h a t  p e r i o d .  
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General Economic Conditions 
in the Three Dependent Communities 

The 1975-77 p e r i o d  r e p r e s e n t e d  a v a r i a b l e  
economic p i c t u r e  as t h e  backdrop f o r  t h e  
a c t i v i t i e s  of  t h e  f o r e s t  p r o d u c t s  indus-  
t r y  i n  t h e  P a c i f i c  Northwest .  The econ- 
omy had been growing r easonab ly  s t e a d i l y  
a f t e r  a s l i g h t  d e c l i n e  a t  t h e  end of 1970 
u n t i l  a peak i n  l a t e  1973 and e a r l y  1974. 
A g e n e r a l  downturn o c c u r r e d  i n  1974,  con- 
t i n u i n g  th rough  t h e  f i r s t  q u a r t e r  of 
1975. T h i s  w a s  f o l lowed  by a p e r i o d  of  
growth,  beg inn ing  i n  t h e  second q u a r t e r  
of 1975 and ex tend ing  th rough  t h e  t h i r d  
q u a r t e r  of  1977. 

The broad t r e n d s  i n  economic a c t i v i t y  
are r e f l e c t e d  i n  t h e  number of  hous ing  
s tar ts ,  which i s  g e n e r a l l y  c o n s i d e r e d  a 
major  d e t e r m i n a n t  of  f o r e s t  p roduc t s  m a r-  
k e t s .  Housing s tart  a c t i v i t y  f o r  1973-77 
i s  shown i n  f i g u r e  4 and i s  c h a r a c t e r i z e d  
by a s t r o n g  upward t r e n d  from 1975 t o  
1977,  r e a c h i n g  n e a r l y  t h e  2 m i l l i o n  l e v e l  
ach ieved  i n  1971-73. 

Lumber and plywood p r o d u c t i o n  and p r i c e s  
r e f l e c t e d  t h e  t r e n d  i n  hous ing  cons t ruc-  
t i o n .  Both p r i c e s  and p r o d u c t i o n  recov-  
e r e d  from t h e  d e p r e s s e d  1974 l e v e l s  and 
r o s e  throughout  t h e  1975-77 p e r i o d .  T h i s  
rise i n  p roduc t  p r i c e s  w a s  i n t e r r u p t e d  
twice by b r i e f  economic slowdowns, bu t  
p r i c e s  by t h e  end of t h e  p e r i o d  were 4 3  
and 52 p e r c e n t  h i g h e r  f o r  plywood and 
lumber. 

The economies of  t h e  s t u d y  communities 
r e f l e c t  t h e  emphasis  on t imber- or i en t ed  
a c t i v i t i e s .  T h i s  i s  i l l u s t r a t e d  i n  
t a b l e  11 f o r  t h e  c o u n t i e s  c o n t a i n i n g  t h e  
t h r e e  dependent  communities.  I n  g e n e r a l ,  
t h e  f o r e s t  p r o d u c t s  i n d u s t r y  ( r e p r e s e n t e d  
by logg ing  and wood p r o d u c t s  manufac ture)  

accounted  f o r  t h e  bu lk  o f  manufac tur ing  
j o b s  i n  each  county.  The a n n u a l  v a r i a-  
b i l i t y  i n  employment can  a l s o  be  gaged 
from t a b l e  11. Employment l e v e l s  were 
lowes t  i n  1974 and i n c r e a s e d  i n  subse-  
quent  y e a r s  as c o n s t r u c t i o n  and economic 
a c t i v i t y  improved. S i m i l a r  t r e n d s  f o r  
p a y r o l l s  are a l s o  shown, a l t h o u g h  i n f l a -  
t i o n a r y  i n c r e a s e s  i n  p r i c e s  and wages 
mask a c t u a l  t r e n d s  i n  employment. 
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Figure 4.--Seasonally adjusted, annual 
h o u s i n g  starts, 1973-77,  
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I 

Table l l - -Number  of employees and annual  p a y r o l l  f o r  manufacturing, lumber and wood products ,  and 
t o t a l  employment--Lewis, Baker, and Union Count ies ,  1974-77 

~~ 

L e w i s  County Baker County Union County 

Employees P a y r o l l  Employees P a y r o l l  Employees P a y r o l l  

Date and 
i n d u s t r y  

Thou sand 
d o l l a r s  

Thousand 
d o l l a r s  

Thousand 
Thousand Thou sand Thousand d o l l a r s  

1974: 
Manufacturing 
Lumber and wood products  
T o t a l  county employment 

45,192 
35,003 
96,543 

4,516 
3,412 

11,547 

7 02 
48 6 

2,724 

7,251 
4,892 

19,322 

1 ,488 
1 ,219 
4,359 

16,593 
13,976 
33,524 

197 5 : 
Manufacturing 
Lumber and wood products  
T o t a l  county employment 

4,554 
3,062 

11,506 

53,413 
37,465 

110,831 

4 29 
27 5 

2,542 

6,356 
4,229 

19,452 

1 ,253 
989 

4,032 

16,864 
14,402 
35,744 

197 6: 
Manufacturing 
Lumber and wood products  
T o t a l  county employment 

4,482 
3,015 

11,749 

62,969 
45,425 

128,109 

555 
39 3 

2,675 

7,953 
5,483 

24,487 

1 ,437 
1 ,193  
4,836 

20,794 
17,877 
46,621 

1977: 
Manufacturing 
Lumber and wood products  
T o t a l  county employment 

5,009 
3,649 

12,976 

67,766 
51,556 

141,265 

5 97 
402 

2,859 

9,158 
6,426 

26,570 

1 ,583 
1,277 
5 ,056 

23,352 
20,144 
53,425 

Source : U. S . Department of Commerce ( 1978a, 1978b). 
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National Forest Harvest
in the Dependent Communities

Each of these communities depended on
National Forest timber to support their
forest products industry (Bergvall and
others 1977, Howard and Hiserote 1978).
The degree of dependency in 1976 was as
follows:

Lumber Plywood

(Percent)

Lewis County 42 54
Baker County 75 71
Union County 57 —

Lewis County, Washington

The semiannual volume of timber sold and
cut from the Packwood and Randle Ranger
Districts of the Gifford Pinchot National
Forest is shown in figure 5. With the
drop in volume of timber both sold and
cut during 1975-7 7, the estimated uncut
volume of timber under contract remained
unchanged over the 1975-77 period (fig. 6).

Uncut inventory on the Packwood Ranger
District dropped by 30 million board
feet in 1975, although the remaining
uncut volume at year end (130 million
board feet) was over twice the volume
reported harvested from active sales
during the year. The uncut volume in-
creased during the first half of 1976,
dropped slightly during the third quar-
ter, fell by 10 million board feet during
the fourth quarter of 1976 and the first
quarter of 1977. The increase in sales
activity in late 1977 resulted in an in-
crease of uncut inventory to 159 million
board feet by the end of the third quar-
ter of 1977.
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Figure 5.—Timber harvested and sold
semiannually on the Packwood and Randle
Ranger Districts, 1975-78.
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Figure 6.—Estimated uncut volume of tim-
ber by Ranger District, 1975-77.

Uncut inventory on the Randle Ranger about 34 million board feet, actual sold
District increased from the beginning of volume was below the allowable cut in
1975 through mid-1976, at which time the 1973 and 1974. Volume sold was 33 mil-
uncut inventory was 364 million board lion board feet in 1975 and 14 million in
feet. Uncut volume fell during the third 1976. Sales increased rapidly in 1977,
quarter to 335 million board feet and totaling about 42 million board feet,
then rose sharply to 404 million board Volume harvested dropped rapidly in 1974
feet by the end of the third quarter of from the high of about 43 million board
1977. Uncut inventory at the end of 1975 feet to less than 20 million board feet.
(359 million board feet) was 3.4 times Volume harvested declined further in 1975
the 1975 cut reported from active sales. and then increased in 1976 and 1977, when

harvest again exceeded the allowable cut
Baker County, Oregon by a slight margin.

Annual volumes sold and harvested for the Uncut inventory for the Baker Ranger Dis-
Baker Ranger District are shown in fig- trict (fig. 6) increased from about 40
ure 7, together with the annual allowable million board feet at the end of 1974 to
cut. Although annual allowable cut was almost 58 million board feet at the end
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Figure 7.—Annual volumes of allowable
cut that were sold and harvested on the
Baker Ranger District, 196 7-77,

of 1975, reflecting the increase in
volume sold together with the drop in
harvest. Uncut inventory dropped by 10
million board feet during the first three
quarters of 1976 and then increased by
12 million board feet by the end of the
third quarter of 1977, reflecting the
upswing in both sales volume and harvest.
Uncut inventory at the end of 1975 was
about 1.74 times the reported volume har-
vested from active sales during the year
and 1.7 times the allowable cut. Uncut
volume at the end of the third quarter
of 1977 was about 1.75 times the allow-
able cut.

Union County, Oregon

Annual volumes sold and harvested for
the Union Ranger District are shown in
figure 8. The pattern in sales is simi-
lar to that for the Baker Ranger Dis-
trict, but the downturn in sold volume
occurred in 1974 rather than 1973. Like-
wise, volume sold increased in 1976 from
the 1974-75 lows, whereas volume sold did
not recover on the Baker Ranger District
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Figure 8,—Annual volumes of allowable
cut that were sold and harvested on the
Union Ranger District, 1967-77.

until 1977. From 1973 through 1977, vol-
ume sold exceeded volume harvested, ex-
cept 1975 when volume harvested exceeded
volume sold by a slight amount.

Uncut inventory under contract (fig. 6)
was 50.8 million board feet at the be-
ginning of 1975. With sales volume ex-
ceeding harvest in 1976 and 1977, uncut
volume increased to 52 million board feet
by the end of 1975 and then to 75 million
board feet by mid-197 6, an increase of
24 million board feet (45 percent) during
the first half of 1976. Uncut volume
dropped slightly (to 71 million board
feet) during the third quarter of 1976
and then increased to 73 million board
feet by the end of the third quarter of
1977 as sales volume fell relatively more
than the decline in harvest. The uncut
inventory was about twice the allowable
cut in 1975 and almost 2.9 times the al-
lowable cut at the end of the third quar-
ter 1977.
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The Effect of Uncut Volume 
on Dependent Communities 

One purpose  of t h i s  s t u d y  w a s  t o  examine 
t h e  r o l e  of  uncu t  volumes under  c o n t r a c t  
i n  t imber- dependent communities.  T h i s  
r o l e  depends i n  p a r t  on  t h e  r e l a t i o n s h i p  
between t imber  dependency and community 
s t a b i l i t y .  The r e s u l t s  of  t h i s  s t u d y  
s u p p o r t  t h e  view t h a t  economic market  
c o n d i t i o n s  are  a n  i m p o r t a n t  d e t e r m i n a n t  
of community s t a b i l i t y .  The cases ex- 
amined i n  t h i s  s t u d y  r e v e a l e d  t h a t  t h e  
t r a n s m i s s i o n  of economic f l u c t u a t i o n s  a t  
t h e  n a t i o n a l  l e v e l  t o  l o c a l  economies was 
r e s p o n s i b l e  f o r  t h e  p e r i o d s  of  economic 
i n s t a b i l i t y  d u r i n g  t h e  s t u d y  p e r i o d .  The 
absence of adequa te  m a r k e t s ,  r a t h e r  t h a n  
t imber  i n v e n t o r y ,  c o n t r i b u t e d  t o  economic 
i n s t a b i l i t y  . 
The pr imary r e s u l t s  of t h i s  s t u d y  re la te  
t o  t h e  n a t u r e  of  t i m b e r  supp ly  f o r  sus-  
t a i n i n g  f o r e s t  p r o d u c t s  manufac tu r ing  i n  
t h e  s h o r t  run.  Opponents o f  s e a l e d  bid-  
d ing  o f t e n  assert  t h a t  i n  many areas 
each  t imber  sale  i s  " c r i t i ca l "  t o  c o n t i n-  
uance of p r o d u c t i o n  by f i r m s  i n  t imber-  
dependent communities.  The premise  of 
t h i s  concern  w a s  t h a t  l o c a l  f i r m s  c r i t i -  
c a l l y  i n  need o f  a s p e c i f i c  t imber  sa le  
t o  s u s t a i n  t h e i r  o p e r a t i o n s  would "know 
t h e  compet i t ion"  and c o u l d  o f f e r  coun te r-  
b i d s  as n e c e s s a r y  t o  o b t a i n  t h e  sale.  
Another v a r i a t i o n  o n  t h i s  argument i s  t h e  
p o s s i b i l i t y  t h a t ,  by knowing t h e  competi-  
t i o n ,  l o c a l  firms c o u l d  c o l l e c t i v e l y  b id  
when n e c e s s a r y  t o  p r o t e c t  a g a i n s t  t imber  
purchases  by " o u t s i d e r s . "  

The r e s u l t s  i n d i c a t e  t h a t  s e v e r a l  sales 
w i t h  uncut volumes are h e l d  by dominant 
f i r m s  i n  e a c h  of  t h e  dependent  communi- 
t ies  s t u d i e d .  I n  a l l  cases, a minimum 
of 3 a c t i v e  sales  w a s  h e l d ,  w i t h  t h e  av-  
e r a g e  p e r  p e r i o d  be ing  26.2 a c t i v e  sa les  
f o r  t h e  P a c i f i c  Timber Company, 5.2 f o r  
t h e  E l l i n g s o n  Lumber and Timber Compa- 
n i e s ,  and 4 .5  f o r  t h e  Hoff-Ronde V a l l e y  

Lumber Company. I n  o n l y  two c a s e s  (Baker 
Ranger Dis t r ic t  i n  t h e  f o u r t h  q u a r t e r  of 
1976 and t h e  f i r s t  q u a r t e r  of  1977 and 
Union Ranger D i s t r i c t  i n  1975) d i d  t h e  
h a r v e s t  exceed t h e  volume purchased when 
t h e  major p u r c h a s e r  a c q u i r e d  more t h a n  
50 p e r c e n t  of t h e  sales s o l d .  I n  b o t h  
cases, t h e  p r e v i o u s l y  h e l d  uncut  inven-  
t o r y  exceeded t h e  c u t  by a f a c t o r  of  a t  
least  2.5 w i t h o u t  t h e  a d d i t i o n a l  purchases .  

A s  summarized i n  f i g u r e  6 ,  t h e  a g g r e g a t e  
uncu t  i n v e n t o r y  a t  t h e  Ranger Dis t r ic t  
l e v e l  a l s o  does  no t  s u p p o r t  t h e  " c r i t i c a l  
sa le"  concern .  R a t h e r ,  t h e  p a t t e r n s  of 
uncut  i n v e n t o r y  r e f l e c t  modest r e s p o n s e  
t o  g e n e r a l  economic t r e n d s ,  s u g g e s t i n g  
t h a t  t imber  i n v e n t o r i e s  are economica l ly  
de te rmined  and t h a t  f i r m s  ba lance  s h o r t-  
r u n  t imber  purchase  and h a r v e s t  d e c i s i o n s  
i n  r e s p o n s e  t o  o v e r a l l  economic c o n d i t i o n s .  

The p a t t e r n  r e v e a l e d  i n  t h i s  s t u d y  shows 
t h a t  a d e c l i n e  i n  bo th  t imber  h a r v e s t  and 
t imber  sales f o l l o w s  a downturn i n  gen- 
e ra l  economic a c t i v i t y ,  w i t h  a r e l a t i v e l y  
s h o r t  l a g  of 3 t o  6 months. During t h i s  
a d j u s t m e n t  i n t e r v a l ,  h a r v e s t  and sales 
w i l l  c o n t i n u e  a t  r e l a t i v e l y  h i g h  l e v e l s  
even a s  p r o d u c t  prices s o f t e n  and f a l l .  
During such p e r i o d s  uncut  i n v e n t o r y  may 
i n c r e a s e ,  r e f l e c t i n g  t h e  s l a c k  i n  t h e  
marke tp lace .  T h i s  p a t t e r n  w a s  e v i d e n t  
i n  t h e  downturn o f  economic c o n d i t i o n s  
i n  t h e  slump of  1974 and e a r l y  1975. 

Converse ly ,  w i t h  t h e  recovery  i n  eco-  
nomic a c t i v i t y- - a s  o c c u r r e d  i n  1975 and 
e a r l y  1976- - business a c t i v i t y  i n c r e a s e s ,  
p r i c e s  r espond ,  h a r v e s t  ra tes  g r a d u a l l y  
i n c r e a s e ,  sa les  volume i n c r e a s e s ,  and 
uncut i n v e n t o r y  may t e m p o r a r i l y  d e c l i n e  
a s  p r o d u c t i o n  accelerates.  I n  s p i t e  o f  
t h e  drop i n  economic a c t i v i t y  i n  1974 
and e a r l y  1975 and t h e  r a p i d  tu rna round  
t h a t  o c c u r r e d  i n  1975 and e a r l y  1976 ,  
uncut  i n v e n t o r i e s  a t  t h e  Dis t r ic t  l e v e l  
remained s t e a d y  and c o n s i s t e n t l y  exceeded 
t h e  l e v e l  of  c u t .  
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6. Summary 
Richard W. Haynes 

The i s s u e  of t h e  impac t s  of  s e a l e d  bid-  
ding  on timber-dependent communities, 
a l t h o u g h  q u i e s c e n t  now, i s  no t  r e s o l v e d .  
The s p e c t r e  o f  d i s r u p t i v e  b idd ing  r a i s e d  
by opponents  t o  s e a l e d  b idd ing  d i d  no t  
m a t e r i a l i z e  d u r i n g  1977, nor  d i d  t h e  
c h o i c e  of b idd ing  method a f f e c t  t h e  econ- 
omies of  t h e  timber-dependent communities 
examined i n  t h e  v a r i o u s  case s t u d i e s .  
But t h e  l- y e a r  p e r i o d  o f  s e a l e d  b idd ing  
may not  have been long  enough t o  r e f l e c t  
t h e  e f f e c t s  of s e a l e d  b i d d i n g  o n  t imber-  
dependent communities. 

The l a c k  of a s y s t e m a t i c  s e l e c t i o n  scheme 
f o r  t h e  v a r i o u s  case s t u d i e s  d i m i n i s h e s  
o u r  a b i l i t y  t o  draw i n f e r e n c e s  based on 
s t a t i s t i ca l  v a l i d i t y .  There  are ,  however, 
s e v e r a l  g e n e r a l  c o n c l u s i o n s  t h a t  can  be 
drawn from t h e  case s t u d i e s .  The f i r s t  
i s  t h a t  t h e  change i n  b idd ing  method d i d  
not l e a d  t o  s i g n i f i c a n t  i n c r e a s e s  i n  
stumpage p r i c e s .  The s w i t c h  d i d ,  how- 
e v e r ,  l e a d  t o  i n c r e a s e d  a c t i v i t y  by ou t-  
s i d e  b i d d e r s ,  and t h e  impac t s  o f  o u t s i d e  
b i d d e r s  were g e n e r a l l y  c o n s i s t e n t  wi th  
what had been assumed. That i s ,  t h e  
p resence  of o u t s i d e  b i d d e r s  u s u a l l y  l e d  
t o  g r e a t e r  c o m p e t i t i o n  and h i g h e r  p r i c e s .  

The v a r i o u s  case s t u d i e s  i n d i c a t e d  t h a t  
i n  t h e  s h o r t  r u n  o u t s i d e  b i d d e r s  d i d  n o t  
impa i r  community s t a b i l i t y .  T h i s  l e a v e s  
unanswered t h e  q u e s t i o n  of  long- term e f-  
f e c t s .  Would i n c r e a s e d  p r i c e s  i n  t h e  
long  term i n c r e a s e  c o s t s  o f  p roduc t ion  
t o  t h e  p o i n t  t h a t  l o c a l  f i r m s  would go 
o u t  of b u s i n e s s  w i t h  t h e  a t t e n d a n t  l o s s  
of j o b s  and i n d i r e c t  a d v e r s e  impac t s  on 
t h e  community? 

Another g e n e r a l  c o n c l u s i o n  was t h a t  un- 
c u t  volume under c o n t r a c t  was used as a 
b u f f e r  a g a i n s t  shor t- te rm changes.  I n  
s e v e r a l  of t h e  communities,  changes  i n  
t imber  f lows  i n  any one y e a r  were m i t i -  
g a t e d  by t h e  uncut  volume from sales ob- 
t a i n e d  i n  p r e v i o u s  y e a r s .  T h i s  s u g g e s t s  
t h a t  i n v e n t o r i e s  of t imber  composed of 
uncut  volume under  c o n t r a c t  and c u r r e n t  
purchases  are managed i n  r e s p o n s e  t o  
o v e r a l l  economic c o n d i t i o n s .  The i n s u r-  
ance  o f f e r e d  th rough  access t o  uncut  
volume under c o n t r a c t  i s  n o t  enjoyed by 
a l l  f i r m s .  Smal l  m i l l s  depending on  
i n t e r f i r m  l o g  t r a n s f e r s  and independent  
l o g g e r s  both  have l i m i t e d  uncut  volumes 
and,  as  a consequence,  b e a r  a d i spropor-  
t i o n a t e  s h a r e  of t h e  e f f e c t s  o f  a n  eco- 
nomic downturn. 

37 



The Grant  County case s t u d y  b e s t  i l l u s -  
t ra tes  t h e  i n t e r r e l a t i o n s h i p s  between 
N a t i o n a l  F o r e s t  h a r v e s t  f l o w s  and  c o u n t y  
economies.  Al though t h i s  d e s c r i p t i o n  i s  
i n d i c a t i v e  of w h a t  might  e x i s t  i n  o t h e r  
communi t ies ,  i t  d o e s  p o i n t  o u t  t h e  f r a g-  
i l e  n a t u r e  of t h e  economies o f  t i m b e r-  
dependent  communi t ies  where t h e  b u l k  of 
j o b s ,  wages,  and government s e r v i c e s  de-  
pends o n  t h e  f o r e s t  p r o d u c t s  s e c t o r .  
For example,  i n  Gran t  County e a c h  d o l l a r  
i n c r e a s e  i n  lumber  sales i n c r e a s e s  l o c a l  
t r a n s a c t i o n s  by t h a t  d o l l a r  p l u s  a n o t h e r  

$1.55 f o r  a t o t a l  impac t  of  $2.55.  The 
d e g r e e  of  t h i s  dependence  h a s  e v o l v e d  
s l o w l y  a s  a f u n c t i o n  of t h e  compara t ive  
a d v a n t a g e  o f  e a c h  community. 

Concerns  f o r  community s t a b i l i t y  s h o u l d  
be  o r i e n t e d  toward t h e  causes-- economic 
i n s t a b i l i t y  i n  m a j o r  m a r k e t s  and t h e  
n a t i o n a l  economy-- rather t h a n  viewed j u s t  
i n  terms o f  l o c a l  symptoms. Al though ad-  
e q u a t e  t i m b e r  s u p p l y  i s  a n e c e s s a r y  p re-  
r e q u i s i t e  f o r  p r o d u c t i o n ,  t h e s e  a n a l y s e s  
i n d i c a t e  t h a t  a t i m b e r  s u p p l y  c o n s t r a i n t ,  
a s  t h e  l i m i t i n g  f a c t o r  a f f e c t i n g  s t a b i l -  
i t y ,  i s  n o t  n e a r l y  as  c r i t i c a l  a s  a 
h e a l t h y  n a t i o n a l  economy. 
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