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Introduction by John Zivnuska , University of California , Berkeley.

Priscilla

Good evening , Ladies and Gentlemen . As the moderator of the program

it is my pleasure to introduce our speaker for this evening , Mason Gaffney .

After talking with Mason earlier this evening we found we had a number of

things in common . One was a beautiful little island off the coast of New

Guinea during World War 11. He found it badly deforested . It so happened

I was one of the people who helped to deforest it . Bombs and artillery fire

can be just as devastating as power saws .

Mason Gaffney is an economist with a Ph.D. in Agricultural Economics .

I first became aware of Mason before I met him . He had published a rather

lengthy discussion of financial maturity . After reading it I discovered that

a relatively unknown economist understood more about one aspect of my field

than most of us who claimed to be forest economists .

Mason has followed a varied career and this has continued to be one of

his attributes . He started young and eventually attended both Harvard and

Yale . This somewhat disillusioned me because I thought that if you went to

one you couldn't go to the other . Perhaps his case is an exception because

he attended Yale courtesy of the Army Air Force.

After his military service Mason graduated with a degree in economics

from Reed College . He then did his Ph.D. work in Agricultural Economics at

the University of California . Unfortunately I didn't meet him there until

he had almost finished his program . He then began a career during which

he served as a faculty member at the University of Oregon , North Carolina

State University , the University of Missouri , and the University of

Wisconsin . He left the University of Wisconsin to join Resources for the

Future in Washington D.C. In 1973 , he left Washington to become Executive

Director of the British Columbia Institute for Analysis of Economic Policy .
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Throughout his career , Mason has maintained an interest in forestry ,

although his main interest has been taxation . Forestry has provided him an

especially interesting example of taxation . While at British Columbia he

has been actively involved in forest management and policy . largely a result

of their economic importance to the Province .

I think Mason Gaffney is a man who has done a lot of original thinking .

He has never been intimated by conventional wisdom , and has been quick to

call attention to much that is folly .

It is my pleasure to present to you our speaker of the evening , Mason

vdGaffney .

MASON GAFFNEY :

Thank you very much . When John itemized the itinerary of my career ,

he might also have observed I don't get along with people very well . 1

appreciate John's confession that I knew more about at least one aspect of

forest economics than he did . This was most generous of him although I

think his praise is somewhat excessive . The same impression has never

existed on the campuses of the various universities where I have served .

I do believe in sustaining the ego , however , and I can prove that . My

oldest child is 22 years old . We expect another in August .

More relevant to our topic , I might note there's a Gideon Bible in my

room. As many of you know , it tells the story of how God took six days to

create heaven and earth and to rescue us from chaos . When they organized

this conference , John Walker and Jack Keane and their friends only gave us.

two days to rescue you people from the chaos that exists in forest economics .

I hope you will be tolerant , therefore , Don't expect miracles nor hold me to

exacting standards of proof.

I think it is worth knowing at the outset that private business operates

on the principal of maximizing discounted cash flow . This is really the

essence of financial maturity and soil expectation value . It is incorrect .

to suggest that people who preach this doctrine are proposing something
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new . It's at least as old as Adam Smith , whose publication " The Wealth

of Nations " is having its 200th birthday this year .

My subject is " The Conservation Ethic and the Economist . "

to me we can begin with something we all have in common ; we oppose waste .

At least I think we do . This unanimity permits us to start with a common

foundation , a common philosophy if you will , marred only by the vagueness

which arises because we haven't defined yet what we mean by waste .

But first , I would like to say a word in favor of straight talk .

Now , I am very much in favor of straight talk. As most of you know , I

By the way ,have had problems with the bureaucracy of British Columbia .

John , if you feel that I have had an influence on them you greatly under

estimate their powers of resistance . If you feel the U. S. Forest Service

is a closed system , try combining its attitude with provincalism , paranoia ,

and anti -Americanism .

Many of my

supporters were voted out . As a result , I began getting strange signals

and reading things in the paper that bothered me a little bit .

Finally , I had enough , and since I had a nice offer from another place

I went to the Chairman of my Board of Directors and told him , " Why don't you

go to the Minister and tell him that I want to know in words of one syllable

just what his plans are for our organization and where are we headed . "

did and the word came back in a brief letter . "Dear Mr. Gaffney , your position

has been terminated . " Now thats what I like . Say what's on your mind .

I'll try to do that this evening with my topic .

Another thing I assume we all have in common is that we favor " conserva

tion " somehow defined . Gifford Pinchot when asked what conservation meant

was reported to have answered , " I don't know what it means but it's awfully

hard to oppose .

I once collected definitions of conservation from various philosophers

I consulted nine and found eleven different definitions .

obviously an elastic term and is used frequently in legislatures to ferti

Last December an election was held in British Columbia .

It seems

and authors .
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lize new crops of statesmen . There must be something there we should

try to understand . Economists , in particular owe a great debt to conserva

tionists because of the extent to which conservationists have kept abreast

of the importance of economizing the use of land .

The importance of land may seem self-evident , but to many econ

omists it is not . Until fairly recent times it has been quite common for

economists to define efficiency in terms of output per man , regardless of

the cost in terms of other resources ; land , water , energy , or whatever .

This view of equating efficiency with maximum output per man suggests a

labor theory of value . Conservationists are very alert to inputs other

than labor , but they seem to go to the other extreme and think we should

maximize output per acre of aand regardless of cost .

Recently we have been getting all sorts of oddballs constructing

such concepts as an energy deficiency standard of value and an oil balance

of payments . Others think nothing is productive unless it brings in

foreign exchange . Generally , is not useful to go to any extreme , rather

to mediate among them , and to avoid unbalanced extremes and develop some

thing we might call " total factor productivity . "

A second debt we owe to conservationists is their emphasis on

putting resources under responsible management . Resources which were not

subject to tenure control , such as ocean fisheries and forests during the

Middle Ages , were , as Barney Dowdle argues , subject to over -exploitation .

To digress briefly , whenever I give a talk in British Columbia I always

have to preface my remarks by saying , " Of course , I don't go all the way

with Barney Dowdle but . " If I didn't , no one would listen . Perhaps its

not so much Barney Dowdle but the fact his analysis is too far ahead of

political realities . There was this wonderful headline in the Vancouver

Sun about two years ago . The headline said " Who is Barney Dowdle ?" It

turned out that he had committed the sin , the unpardonable sin , of having been

born in America and was then hired to give an opinion on economic policy

for British Columbia .

DIF JUL
CANA
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One of the greatest contributions of the conservationists . it seems to

me , was to emphasize the importance of economizing a natural resource over

time . Something is given up this year in order to get something more in

Viewed in this manner conservation
some future year , or the other way around .

and economics are much the same thing . They have a lot in common .

involves careful use of valuable assets , planning over time , avoiding

waste , and trying to increase future wealth . I am happy to say Funk and

Wagnalls dictionary agrees with me . Conservation is defined as the

preservation of natural resources for economic or recreational use .

Economists are all aware that recreation is an economic use .

Conservationists have also given great emphasis to side effects of

resource use , what economists call "externalities . "

economists have been catching up with this issue. Of course , they can find

historical references which allow them to claim that they have been doing

it all the time . But the truth of the matter is that side effects

(" externalities " ) were long neglected and many of them still are .

remember an economics professor at UCLA many years ago objecting to

regulations to control air pollution as being improper interferences with

personal freedom and the workings of the free market .

By harping on these kinds of problems conservationists have performed

a useful function . They cause problems themselves , however , because often

they go too far . As economists rightly observe , a preoccupation with side

effects could result in never changing anything . Stagnation and other

economic anamolies could occur . We have a good example in southern

California where it is impossible to change the point of water diversion .

The law doesn't say that compensation must be paid for any damages.
inflicted from diversion . It says simply and unequivocally that no one

will be damaged . In 150 years no one has been able to meet

As a result there has been no diversion . In order to get water where you

want it you must go down stream to an ancient and honorable point of

diversion and then pump the water back uphill parallel to the river .

Each

In recent years

1
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This is conservation carried to an unreasonable extreme .

Another debt we owe to conservationists is that they remind us there

is a community interest in land . Land is peculiarly affected with a public.
interest . As an economist , I like to see this public interest asserted

through thy tax mechanism rather than by regulations . Regulations inevit

ably seem to lead to distributional effects which I find highly distaste

ful . Wealthy , special interest groups are too frequently the winners .
Conservationists also keep reminding us that natural resources are a

source of livelihood and employment . Economists are supposed to monopolize

this field , to tell us how to create jobs and keep the economy fully em

ployed . Natural resources may have a more important place in formulating

employment policy than economists have recognized . Too often , it seems .

economists use econometric models to forecast and determine how to control

the economy . Their conclusions ; when in doubt recycle money faster .

that doesn't work , print some . That's the way to make jobs .

think the conservationists buy these conclusions and I don't think they

should .

I don't

Finally , conservationists would like to think they have kept us

aware of the fact that natural resources have to be renewed and replaced .

I must disagree with this belief . I don't think conservationists have a

monopoly on that particular observation . Over 100 years ago , John Stuart

Mill said that if resources were to be maintained it would be by perpetual

reproduction not by preservation . He was talking about forests among

other things .

Having considered a number of contributions made by conservationists

I think it is now appropriate to ask the question , " Where has conservation

gone wrong?" I have already alluded to a few limbs on which conservations.
have managed to perch themselves . Conservation may be a good antidote to

the excesses of economics , but an antidote without the poison can itself
be a poison . Lets take a look at some of the places where conservation

may have gone wrong .

PARITA
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With apologies to some of my friends in the Forest Service , let me

suggest that conservation has gone partially wrong by letting itself become

identified with bureaucracy . Bureaucrats have some traits which seem to be

endemic to the species . I should also note . some individuals who happen

to occupy bureaucratic positions may be free from them .

Any bureaucracy has a mission , a reason for being . It has objectives

additional to selfpreservation and the survival of bureaucrats . In the

pursuit of its objectives it's also important for the bureaucracy to make

people think its objective is good . A good example is wood . We have all
been exposed to lengthy bureaucratic orations on how wood is good " .

There is a serious conflict among the owners and the managers of a

large collection of resources . Their interests are not always the same

so they must bargain with each other . In the case of the public lands in

the United States the owners are all the citizens . They are largelyand
disorganized, although represented by Congress they are not capable ofJA
arguing effectually with the various bureaucracies which manage their assets .
Interest groups , of course , get very good at bargaining . Bureaucracies

get awfully good at bargaining too . Based on my observations I would rank

the military first and the Forest Service a close second . The bargaining

tool of the military bureaucrats as you know is , " the Russians are coming . "

The bargaining tool of the Forest Service is that we are running out of wood .

As successful as campaigns of these kinds have been in the past , this might

be a good time to suggest caution against hitching one's wagon to any of
them .

As I read the newspapers , it seems to me that a reaction against bureau

cracy is rising throughout the land. In the academic world University of

Chicago School economists seem to be gaining stature everywhere . Professors

Buchanan and Tullock at Blacksburg , Virginia have been beating the drums

about irrational patterns of bureaucratic behavior . Perhaps more to

the point , our Presidential candidates seem to feel that running against

Washington , and all its evil ways , is good politics . If you really want

ZZYA KENG NARUT ***** de
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to hitch your wagon to the bureaucratic star for the next 20 years it might

be best to move to Canada .

Let me list a few examples of irrational economic behavior traditionally
associated with bureaucracies . The most outstanding one is the tendency to

treat capital as though it were free . I don't mean , of course , that you

lend your capital to others freely. Perish the thought . This isn't a

symmetrical process , it's a one way trip . You stress a great need for

capital and all the things you will do with it . Once you get it you treat
it as though it were free . This means , of course , that before long you

run out and then you ask for more .

Needless to say , these pleas are either implicitly or explicitly based

on a belief the social rate of time preference is below the market rate of
interest . This all sounds very profound , but its something we know because

we have read the golden tablets . The world must be held in trust for

future generations . I'm for future generations too , but we should ask if
this is really the best way to take care of them . What social time preference

has meant in practice is that capital is allocated without proper regard for

its productivity. The reason we have an interest rate is simply because we

don't have enough capital to go around . If we let one group of people

invest it at low rates of productivity , that means that other people have

to go to marginal sources to obtain their capital .

We are inclined to look down on the Indian peasants who go to the money

lenders to borrow at usurious rates of interest . They finance consumption

activities at the expense of productive activities . When we borrow at 10% and

then turn around and invest it in public capital at 1 % we do much the same

thing . There is a 9% deficit there that has to be made up . I suggest that

this is a good way for a nation to get into trouble ..

One of the authors of one of the eleven definitions of conservation

that I consulted defined conservation as not exploiting raw materials . |
always regarded that as somewhat parochial and I quess I still do . The

practice of selling our land to foreigners because of the scarcity of

capital in the private section is abetted by the waste of capital in the
A

đ



public sector. Is this not an anti -conservationist practice?

We also believe that when you cut a tree , you plant a tree . That's

supposed to be a good policy . Economists differ , from conservationists

by saying , we should renew our forests but we should do it more often and

we should also do it on better sites . To suggest maximizing mean annual

increment of wood , as conservationists commonly do , is to suggest treating

the interest rate as though it were equal to zero . This is also to treat

capital as though it were free . Naturally , this is one way to increase

output per acre per year. Practices of these kinds may seem to be obeying

the conservationists ' exhortation to economize on land . By not charging

for capital and applying it lavishly we maximize the return to land . We

could also grow more corn per acre per year if we treated fertilizer or

labor or any other input as if they were free .

The problem here is that we have a turnover problem with no inventory

constraint . When the rate of interest is treated as if it were equal to

zero you can justify building up inventory , or growing stock of timber ,

until output can't be increased anymore . No private business does that .

Private forestry doesn't do it . Why should public forestry?

The secret of balance as the economists see it is to maximize total

factor productivity . That may sound a little obscure but it really isn't .

Simply , we must put a fair cost on all inputs and then maximize the bottom

line , if you'll pardon the expression . All costs must be deducted . We

may select various bottom lines to maximize . Generally , we think in terms

of maximizing the net return to land , present net worth , or discounted

cash flow .

Discounting the future does not mean to say the future is unimportant .

It is just another way of charging for the use of capital over time .

capital as though it were free , as public foresters , do is simply a

bureaucratic thing to do . There is a very good reason . The reason is

that capital costs are invisible . When you have capital in your possession ,

under your control , then it no longer appears in the budget .in the budget . Payrolls are

Using
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visible . They are always there in the budget . It's a cash outflow each

year . Even though the cost of capital is invisible , its still there .

what economists call an opportunity cost . The reason economists and

bureaucrats tend to be natural enemies is because economists job try to

make invisible input costs visible.

In its accounting of its management of the national forests the Forest

Service should include an entry which indicates a 40 billion dollar mortgage

on the land and timber being managed . I'm using 40 billion dollars as

their value because that estimate has been made by Marion Clawson .

as you know , rides a pretty fast horse and that was the best estimate I

could find .

If the national forests are worth 40 billion dollars , and you economize

At 10 % this
on their use , you than must pay interest on them each year.

would come to 4 billion dollars a year . You should probably pay property

taxes besides that . But why quibble .

The Forest Service is not earning 4 billion dollars a year on this

resource . It only gets about a half a billion gross . Its net . without

counting capital costs , is frequently negative ! This is not a good way

to run a 40 billion dollar railroad . Is this not one way of asking if

this enterprise is really being operated in the national interest?

Economists and bureaucrats are natural enemies . Perhaps this example

enables you to see why .

It has already noted that present forestry practices may take capital

from more productive sectors of the economy . We way also neglect higher

uses within the forestry sector itself . Intensive management on the best

sites may be neglected . This means we neglect efficient use of both

capital and land . There are two ways to apply more capital to the land . the

quick way and the slow way . The quick way is intensive management .

Forest Service , so I'm told , tends to neglect that . The slow way is to let

the trees stand a long time and pile up plowed back capital and unrealized

rents . This is what tends to happen if you use long rotations .

DEVOTA TAGUNGS
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of culmination of mean annual increment as an objective is not only a slow

way of growing timber , it also tends to rule out quick capital turnover .

Bill HydeIf the cycles are long you can't justify intensive management .

John Walker have both called attention to this problem. They have shown

that by using shorter cycles and increasing the management input you get

your money back much faster .

186/1

A third weakness of the conservation movement , in its marriage with

bureaucracy . is toward cross-subsidizing . Its related to " defending the
bordersvoters , otherwiseotherwiserwise hown as " land grabbing ." The idea is to earn money from

Instead of reinvesting it where its most productive (on thegood land .

good sites ) you then develop the marginal sites . You neglect the good

sites because they are firmly under your control and somebody else might want

to get his sticky fingers on the marginal sites . This is all summarized

by the phrase , " A little of everything , everywhere ." The policy is similar

to how Mayor Daley tells his people to vote , that is , early and often .
Regeneration is not made on the basis of productivity but the availa

bility of money . Much money is frequently made available from cutting

This is the so - called " allowable cut effect" you have heard

so much about . There are additional biases . Logging at elevations that

are too high and invading recreation land . I won't take time to go into

these this evening.e.out.

mature timber .

and

Conservationists have developed the concept of even flow" . Not even

a government agency could think of doing that . This is sometimes referred

to as a biological concept , although I'm certain Charles Darwin and his

followers would have difficulties believing the state of nature is a static
state . The law of evolution , and survival of the fittest , would appear to

call for the kind of mobility and flexibility which strangely enough the

free market tends to create . With its emphasis on obsolescence and re

placement the competitive market seems much better designed than " even

flow" to prepare us for a golden age in the future .

The fifth problem that conservationists may be perpetuating is their

conviction that free markets are essentially malignant and irresponsible and
in WYSE VAN RE
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bureaucracies are mostly benign . Economists have worked out the basic tend

encies of the economic system in a very persuasive way . They have also in

vestigated carefully , alternatives to the free market . It is regrettable

conservationists have gotten themselves off on this tack of seeming to

support authoritarianism . The culmination of authoritarian system was

Louis XIV . I just don't think we ought to go back to that .

My next to last criticism of conservationists is the importance they

attach to natural resources as a basis of employment . If you analyze this

situation it would appear they mean the substitution of capital and land

for labor . They mean that wood is grown with lesser input of labor and a

greater input of capital and land . This would not be a good thing for employ

ment . Economists have been preaching for years that the way to make jobs

for labor is to make work for capital .

Another problem that conservationists have gotten into , is to create

a system in which there is no trade -off between wood products and the other

products of the forest . Now , if we are going to have trade -offs between wood

and other forest products , we have to have a common measure in order to know

which trade-off is optimal . When we go to non -economic standards of rotation ,

and abandon the concept of soil expectation value or maximizing the present

net worth of land , then we have abandoned the only common measure there is

between wood and other forest outputs such as water , wildlife and recreation .

Economics has been critized because it doesn't measure these non -wood out

Neither does the culmination of mean annual increment .

does provide a basis for making trade -offs between wood and other products.

which the other system doesn't . The principal argument for using the

price system is that it does give you a basis for making choices .

Finally , capital is kept in existence age to age not by preservation

but by continual production . This means more than when we cut a tree , we

plant a tree . We might quote Emerson , the transcendentalist , who once went

to India . Like the Beatles , he spent a lot of time with the Hindus and

studied the Indian philosophy about the many forms life can take .

SANG ,TEA, K
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frequently think of capital in this way too . It is a collection of

physical objects which can take many forms . We don't have to replace wood

with wood . We could cut down part of the timber inventory , if there is an

excess , and replace it with gymnasiums , hospitals , bars or bowling alleys .

If we maintained our capital stock , we haven't lost it . We have made it

much more useful . We haven't failed to take care of the needs of the

future . We have made the future better .

As a concluding note , I might observe that after spending three years

in British Columbia I found the place to have many charms and virtues .

is however , something of a closed society . I suspect for the next 20 years

the British Columbia Forest Service will act much like the U. S. Forest

It

Service has for the past 20 years . In the United States we have a

potentially more productive situation . We have a vigorous private forestry
15

sector which growing trees , making profits . and paying taxes . They are

shortening rotations . They are providing guidance for public foresters .

This is a great American tradition . It would appear the U.S. is on the

cutting edge of progress in forestry. In spite of this progress we are

still left with the question , " How long can the old ways continue to hold

out without modification ?" That is the question I will leave to you .

Thank you for your patience .

}
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H. Stanis as a nown. Farget Darwin was a

Unduvaly servivalvalue of adaptability, mobility.I. Convertibility of value. Only toall wood for wood

essentially malignant, &

J. Free xatu.
K...Lackof commencematitity. Forest mensmation forget.

of

lidepist, adapt orperish



3,
A. Bureaucracy

All bureaucracion share certain traits.

hold them in check.

-6

Have a mission, is then mission regardless. Is up to orten
to

2 7.5.

self-preseson, self- aggreundizement. Self-just:from. (What's goodfor

wood isgoodforall, bes, wood is good for you."),
This can beas great anBurgumming for budget. Conflict of owner I migrs.

obstarle to Comen, as mkt.fuilum, externalities,etc.

military
"

Theyget awfully good a

The Russians one coming.

Ruvar Reaction vs.

Niskanen & Stockfisch.

No time to hitch your

(go to Cande.)

at it.

you wajon

Older ones, espy

We're running

bureaucracies is in full cry.
Curter & Brown I Reagan.

ster, not in U.S.to that

out.



Certain ec. fallacies peculianty

exemplifies. Indud, has been the teacher of bencancrarios.

B. Treat K as

great needfor 1.is.
it were free

2. don't mean you

Perish the thought. This is
one way trip..

On contrary, you internalize all income

way

You

You know that,

generations.
to

say

if

-7

the it were

you

free

lend it to others freely.
not a

You hold the world

practise is that the

you your

But once you get it, treat it as the

I'm for future gens,

take care of them ?

nun out, arkefor

social rate of timepref. is below the whet.
the world in Frant for future

but is this the

What this means in

i

bunan cracies. I.S.

agency

symmetrical principle. It's a

can

can , stress

www .

control I inwest large



emiti. of public K who regard is productivity. (Wehave isober.
there isn'tenough &togo around. Ifforce it into low me, are creating searcity clenbers.)

We look down on Indian peasants who fallin grip

at hi rates. But we...lenders by borrowingof money

are selling land Capl

xf₁. at mkt, i There invent at 190, we me

in trouble& [Comen. to Vam Hise, was stopping expert ofland, Cousse,Med, be

forming foreignpurchase.]VS.

siter)

savages, fail

when, where, I how..

to renew ?

-8

But Dark is all, wd,it

No,

constantly being used

Cut a tree, plant

rising fr. ownership.

up

a tree.

you

rerun

have

Conservationist, did not invent reval. All Kis

& replaced. J.S. Mill.

he saudant

Is a gr. of

lasts, differ in saying - do it moreit more often.comon good

Max, mai is max output regardless of cort.

**



The secret

Is fuck, maturity when i = 0₂
constraint, you

select that
iwy.

No other business does - why forestry?

import and thenthen maxg.
max. net, to land,

Sounds obscure, butyou do it by putting a für

Unelly

called SEV, same

ofbalance is to achieve totalfactorproductivity.

-9-

putting a price

year ofit you the up.

get your

budget.

on

when there is no

that mas's output.

ar

the bottom line, after all cost.
DC7. In ferestry, Diz

Hung. "Discounting...just

capital. You have to payfor every

Wasting I is not peculian to 7.5.

bureaucratic thing to do, bes. it's invisible.

inventory

cost on all

miths on K, its ann

meam

It's the

Once you

t, its annual cour disappear from the

Bureaucrats I eest.are natural evennies bes. the



ecsts ' job is to make there invisible inputs

Opp. costs, imputed costs.

$40640h mortmortgage

Cost is $46

7.S. budget shd. be drown as the there were a

on it, halfyfor trinken & halffor land.
1090, plus prop. taxes.

Are you earning& that's a

ŉ
ways

a

-10

year

a

way is intensive

build upinputs build
Cmai uses slow

at

retum ? Reus, are

hell of a way

sectors, it keeps it from higher

Das Intensive

to

Atras ini
Present practivepractive not

sun a

night.
K

to to applyit to land quick I slow. Quick

way,
Bes, at long cycle, can't

only heps. Kfrom other

in foresting.uses

best sites. Thereon

Show
way

signet.
rent & unrecovered K.

56, outlay
$406. xailroad,

visible.

"but also rules out

justify

is long cycles, let nuisible

-quick way.
inquit.intensive

are lb,



Walker & Hyde have shown where you can

shorter ratu. w. higher Co.

-11

A mai by going
palet

More visible input, less invisible.

C. X subsidy

to

Is related to defending the borders,
the

Develop the border land & negler
everywhere " - Clawson .

An ec.

recm. land. Etc.

core.

actually

landgrabbing.
"a little ofeverything

n

policy wd, use the good lauch

the
way Mayon Dailey has his troops vote, "early &often."

7.5. policy maker funds available bared noton their productivity

but this availability from ligg old growch in some

evin flow mit. Tien up some good land hotshing inus. ofold growth,

Too long roads. Cut too high. Invade



1

D. Starin

tack.

Chrily a govt.

Hardly. Law of evolution is change, adapt in perish.

Survival calls for mobility & flexibility. That's the teaching of

book biology & econ.

da Mht.

as a norm.

E. Conviction that free witts are essentically

benignmalignant & iresponsible, & bureaucracies

1. hate to see

eests, over 200

system was Louis

-12

yrs.

system

ed, do that. Biological viewpoint ?

XIV

rather than labor.

to see County.
ene

go off

does have a rationale studied by

The culmination of authoritarian

on this authoritani

F. Forgot employment as agoal, Make work for K,



6. Ħt

a

-13

Lack of communalitis,

By abandoning

gym

abandoned the only common measure

wood and water, wildlife,

max

or

PV as norm

seen.
Ecs. hasbeen criticized bes,doesn't memue nonwood (over)
Convertibility of value. J.S.Mill again. But

Emerson Tromenclental essence subsistence for.labor asit

replacer. Needn't replace woodfor wood. Maybe a fork life,

hospital.

7.S. has

for trade-offs between

In Canadu & B.C., closed society, provincial &

But in U.S.
proud ofit. 7.5. in saddle for another 20 yu.

there is a vigorous put. feresting making profion

hote

(well,sortof), shortening woens., needling the Feds., the cutting.

edge of progress in forestry, the was renforced by mood of

suspicion toward Wark , reaction to 40 yes, ofbig brother knows best.

Ba & paying
takes



{

outputs. But neither doen cmai.
Eus. provides a basis for trade-offs. Mai clown't.

No wonder 7.S. ham't produced very.
Has no philosophical basis for them

studies.

i = 0, all values infinite, no baris for choice.



-¡

How long

I leave that

cam

-14

the old ways
with

qu

hold out ?

you.

1



F

Speaken.
1. Congratulate all
2. My favoute subject

Mewin theWayne Hays award

1. fuck Keane. "Travelling companion". of Loryd,Butter,
Plumas N7.

Starting from ground.
"Biological viewpoint

early I often .

A1

Can shorter road system,

2. Dowdle.

zewo.

dead trees.

leave

of thegain."
Muč sMux DCF is not short term", as

"TheFrench don't carewhat you do, actually, -/.I don't go all the way w. BD, but...
Ecs. conflicts w. tradul. vaodel of fount megunt.
Objectives determine the appropriatives of model. "What's thename

price adjucements.

of Hoyd,Butter, Super,of

ingut. lend alone

alleged by ten, Committer.

slash publem gets wore with older stands, there

Might descend nite the inferno ofinferno of zero
not content w.

ferents had to

use good uter

are more

supply? No, bes.of
presentvalue, looks into part .

Feudal buris of 54E7. Peasants rightPeasants right to cut wood

Lurken rights
Frenchare ex

Our culturalexpressed in hind, love mobility

Money the great compensator I translator.
pluratioon, auti- commercial spirit, closed societies.)

Open accen on trees.put bay limit

equity.



Dowdle, cont

A2

Trade-offs betw.wood & other things - Where is clate?
Can more wood I also more reun.get

Oneof Berber's waysofMe Killop I'm keeping
avoiding decisions.
Klaus Bauber .

an openu mind ".

Q3.

Asswood

(he likes to make leits) as someday it mayI've a little list
11 qui.

happen that a viction must be found.la
al. gota

Evenies list ?

Intoluant species culuminate facter ( fond, witd.Ishade)
Hi siten culinimate facter

"when in doubt, mumble." "In this
Density, understacking

business, a little vaqueness goes a long way.
Thinning shiftsgrowth to baseto base -bad, pyramidal trees.But

then, having made a big point of it, says it doesn't matice that much difference.
122.

Trees culin. later them stands, bus, of mortality.
(Brown-Rand can't see the stand for the trees

Higher mortalityrality on goodsites
Poor sites have more steur, at given age



A3

(Mimming Med. be weeding)
Wild understocked stands, cmai comer .
Cautions vs. silly ruber of thunds. Need for such cautions

makes me wonder what people have been doing before

Fact that much nules ed. be med displays lack of
normative rules, What's the name of thegame

more capt, to land.2(There are
Jay!.- Visible inputs, ingut.

2.- Invisible inputs, time.
Ec. valuation leads to

Walker

ways of applying

more , 2 less 2

MR curve..
supply curve.Higher price, use less wood .Tl, ac, mc.

SID

Intensify night., webest opps. fint.

MC is supply

Voive: equater a.C. &

response to price.

late ?

McKillop- lay in supply response
Thinker Walker misinterpreted Out look study.
he defr. of supply curve.

supply.

move out alory Sauve....

A.C. is vertical line, no

---



utilizn.
Isame on

Dowdle

goes up

higher price)

change in techn, " shifts 5 curve.

Investment amliyois

swells

the compound interest.

Consolidate ownerships in the niktplace, rather than vertically

integrating by assumption & requiring even flow from ea wit.

Reg.forent
up so

ex cess

A4

w . cmai, turnover is so slow, inventory
can't cover interact on it.

you

Demand is more elastic than Walker makes it,

MeKillop Fucl maturityo

2x4 is getting smaller.

ECHO gos from
inventory alory opt. path.you

F= (C +5)e¹4-5
dz.
du (Cts) iein

S = F -Cein
einal

cein

ds.
du

excess never liquiclater

d7/du - ie in c



1

Interest Rate

Gara

Inventory, Volume

Capital Market

IS

Dowdle
A Simplified Economic (" Sustained Yield") Model

Savings

Investment
Demand

1 , S/time

Timber inventory

Price

A

Years

"Tree Farm" Capital Stock
(Timber Inventory)

ECHO gets you from to to regulated
forest on opt."puth.

7/7/7/7
Tree Farm
Asset Value

///////

Optimal Inventory

Supply

* Marginal efficiency
of

Demand
(M.E.C.)

4

Quan .

if rate of
forn used on

Price

Pf

A "
Loq "

Flow

Annual/Net
1717

Incoma

Of

Equilibrium rate of Inventory turnover:

Supply

SD

6-3-76

Demand

-
Quan./time

In equilibrium: Market rate of interest annual net incomeWARNICE ,

asset value

haffney

= (PpQp)/PsQs

= (1_) (P₂/Pq)



Vol . per unit area
Vol . per unit area
per unit time

Dowdle

A Simplified Traditional ("Sustained Yield" ) Mode!

Total Net increment

1

Mean Annual Increment
(Volume/Age)

T

I

Age

Age

A

Rate of inventory turnover V

Age of each unit areaHarvest volume

Normal (Regulated ) Forest

1 2 3 4 Unit Area No.

Wood Output from
Normal Forest

=7
*T*/EV Vp*/(1/2T*Vq*) = 2/ (T*)

Vpo lyri

U₂
Maximum sustained yield
aver flow

Time

BD

6-3-76

130



C

F = Cein + s(ein -1) = (criteia -Ees
EFS = (CHI)ein
d7
du

A4 ½

icein ti sein zi (Cts) ein ==
= i( 5+ 7)rife"" sin

Maturity comer when tree stops growing this fact.

2)



Josephson
21. Whymax monetary valien

Even flow mery
be less wirportcut.XMDALA

2,
3.

We don't have mun

lit, to me.

45

nuportant. Future

of non wkt effetsmun of

RealA in strumpuse price, 49.
Walker & Keaux une 6 %

Burden of proof

7.S. has used 590.

for, mightgo for 690

4 A cut wd. lower price.

you. Elast,of demand is low

5. Political acceptability
E.7. has support.

gens.

Evenflone is 09..

melikely.
on side of challengers.

(Proof wd, have to be forthcoming from 7.5.)

Conspiracy for greedy consumers.

A ac

miteed



A-6

What is the name ofyour game ? " Objective fre. Fame's over.
2P

Enoch Bell
"

1. Simulating

Opticizing

simas
RAM
Model 2

aL! is way of optimizing with 2
constraints at once

2. Optimizing

times it youris anwens een- flow us objective. 400
Liquidate oldgrowthI 0150

yu.

teams to be a

RAM can't hendly very war comptraints. 350yu.
RAM giver loven e.t. than simene bes.

RAM liquidatter old growth end of propiam,
350 yes.

Hauzlik,of applying

more

a way

Can be 2stager, step clown.
Model 2 dasse't work yet.

-4



Walker

ECHO equates discounted MR in different
years, I schedule harvest accordingly.

I'd like it better if he equated disc.I aR.

ECHO finds
optimal by maxig PV.

all the other hawests one tied to the initial lovel

bes. MRs must be sa
equalo

4-1

inventory

Treen

probly

an initial harvest loved that is

Initial level requires so many acces, I takes downto
so much.

You cd. Isit by hand.
you find MR in pd. one, there determine

hawest level required in all laterin all later periods to yield that
A MR.

But MR has to keep rising - is that right ?
&Values rise , OK. (Also, demand elast. rises, maybe).graw

By uring DMR to mixeDMR to mixe., J.W. is mindervaliing early yes,
overcompensating for price effect.



solution

negative cut.
At time 8, start all over again, because the

goes haywin :haywire : either exhaunt inventory, or get

Walken, new topic

48

Higher i starter rota, lower hawat are

Use smaller wood, lower hawent upe.

Effect ofsite quality -shorter hawest.

Milsillop..

intensive ingut.
Higher pur

mouse whes roused.
Faustmann com handle MR
ECHO is an extension

Faut can handle intermediate rotus.
ECHO is quadratic programmingede LP isn'tECHO is no subit. "for LP (but LP isn't

funch maturity)



Walker

3 RAM runs.

1. Vol. max .
W, no flow constraints

2. Biz step down

them

3. Nondectiuning yield. Hold oldgrowcle
Lower than simme!

when

y again

extures Inimen

A q

Once it hawent a
later

Cuts all in 1st 10yu , then

que

RAM is a seam.
Alsausalles,we wantnotachoicebutcan Etourtout

Is chat'sa good choice.

you you

Hold old growth for 350 yeus.

900yes.

black of auver, cauit split

ECH.O.

Walker,day, RAM "degenerates " wit Fuustumaan.into

iyo.



Eests, wd. review I upolate continually changer, supplyRecognize dosdescence.

tests, who wake all values commencunable.

possible. Easts. wd. let external ecs. express selver where
E.g. comm. stability. Let people

less stable comms., change more, if they will.

build

Actually, they probly won't.
stable, oror weich to the.

Nor
There are

every
plenty of

Ecsts.

comm. cun.
mobile

be
people.

nunt adjust

Easts trust no

Consider other
rigid rules of thumb. Explore all dimensions

of change. E.g. inwest_Co to shorten notes.
species : new stock; spacing; utilizn ; mensuration

F.S.
has been inspectiably derelict in

Where have they been ? What doing ?accum. This info.

Ecsts. don't believs bur. defense mechs.

J

Kl.Beuber's live



vs. ineversible waste , exply. :)(ave

What is warte ?

Water is warte where if
the GG .

rums down SJR & out

I nevumible.to are un reaped hauvects of idle land.
Down the river & out the gater of time, there to sink into
the part beyond recall.

I

Does 7.S. warte laul ?

Spreach night..
of everything everywhere.
balance probly undermanges on the ove.),

litelethin on area basis,
undermanager good sites, I& on

to

urer land for dead storage. Hauzlik.

ed. be interp. an

other hand, emai meais both cap. I laber as free,
hund alone. In practive, in forestry,

that this comes down to overapplyingcapl ū
eizg

more implut. That thismuch

K & underapplying labor, which is the usualpattern.

Dans 7.X waste capl. ?z
a biz yes.

(Put. forest mnges do cto,(but les so.) bes.of rue bien.t

Here is biggest warte. Fountry

3

same as most public agencies.

bian.)
.no...

diffi: from



Warte of Xand is tryingKis
what is K, & what is

K is
intervvediate produnt
consumer .

Tynig
from it

K, I what is tying it up ?

1 .
waited .

one more weighty.

an imput applied but unrecovered

or "stage between primal imput I

2

Most obvious input is labor...
But there are invisible importi. In forestry they.

up improductively

it up is mring the input w/o recovering value

Big one is land. Communal value on s.f. Becomes
This land is wanted as K. Land-derived Kis

Com, ethic is

But

pretty consistent in one luck.
is all about

either.

is vague, hand to più come. But is
one lock. Has nothing about

land? No. often

eezz
not thateezg

in distrib

am

! justice
Cous. is: less export

lower -grading (but w/o clear cutting)
use of exh. ress.

more renewal of renewable ress.
slower u

more attu. to externalities

rearm, & esthetics, esp. spiritual aspects
I

L

ofoutdoon

uplife I educate the level at which people appreciatenatur



In forestry sometion slow use ofexh. res.for mixedW.up res.....
pour dwithlife. I mord upliferivalgot lost todid
preen. of wild Low ;grading may have
gotten love clearcutting. Selective logging

could mean high-grading, leaving weed trees behind.
VS.

Even. flow , added by 7.5. ? Staris

Cons, is ourof
banyuuch to fertilize each new crop ofposisi statesmun.
Esteden defs., et.

dunkIw. dick, asgood anW.

for
ees. of cous,

saving

as

economic or requ

more elastic terms about

or rein. whe
Wantung.

cons, is economizing on hat, ress, then time.

Thus to & com.
mig. fighting ward putting

me

back to von Liebig,
stung ayound the legislation

goes

Presen of
Took me back to

any

are the
to best use, etc.

nut. res.

same thing. Involve

This is why some courusts

doung len

joviny
they arepunding bays

not
regard casts winti

infidah but heretics ;
unbeliever but rival prophen, I nothing is

hatiful than that.
not

more hateful

6



-

B.

B.3

Redding points
Forent Miguut, the Conservation Ethic, & the Econsumit.

importing Kat wkt. i by selling land
we let public agencies invest low, we an like Indian

peasants who borrow for wedding & funeral.

1. We are
16

2, Doctive of low social time pref
public agencies can waste K.

5. Max mai regardles of

6.

3. 1.r.1.0. doesn't descount future but charts best pathway there.

4. Evenflow ignores demand, which is unweven.(Aee Kawent study for ideas)

1-² 2 ²
n

When dedant.L

when max. R/n .

and

7. When AC → AR,

shape ofof curves :on

E
may

mums in

wit

e

9

practive that

makes no sense.

R -C
u

Hove
n

get longer in than

lengthen or shorten cyde depending



8 F.S. max's mai in pluysical terms

With assumed level of nyut.
to there are several unecon aspects

a. Max mai instead of dif

b. in Fail to cledunt c

to not determined ecly. They may assume to muchor
too little. Probly too little, bes, that's what they do.

d. the wrong physical terms ?
Use Seriour rule, too much quality factor

bes, wood for counted mutil gets hi quality!

9.
get

e
cibitiungarbitrary utiliza factor.

lory wW. lory
much regen.
7.S. can't

is their

mai note, cait
inne.

& utilizu.

augue
present ways

justify Co.6₂. is don't

that ecs, leads to low
that lead to it.

regen.

N

It



10. It is conceivable the er roth, with

produce high mai. Hyde & Walker claim so.1

→→→

11. Forecasting is tougle. True .. calls for
shorter cycles.

12. If max mai, how choose
Choose species of
But how equate . Ifallow gusteis that allowed ?

wood vs. runoff.
or if

for choice.

is, i

site
13. For tradeoffer between cellubne I other whowood products,

require common mearme .
cellulose? If me def,If me mai, how value loss of cellulon ? If

& the i =0 ;;, get very high det, so wood looks
better than other Result could be to overvulueWher.

iR - Lein
e'" -l

max mai,

e

how choose amony species ?

huirwe discount nothill, all values inf.,

is → 0 (P - C)
1-1

1 suppore.
one worth wice the other pbf,

Co, wat

Let ião

R-C

Mo baus

3



di
di

deni

dé

1

iS₂ =(1- C) but with iso

so reut

he

= R -C

ke

n

rent ≈ mai when i =o .

S=

Does S =0 ? No , S = R-Ln.o.

S =

But what if I1

R - Ce
eni -1

R - C

1-1

put
ni

i

Once you
endless contradictions.

i to

abandon ration

A

on vt. side fint ?

81

OK, is same

rationality you
un inte

4



14. Mux DCF is to be compund
multiple w .

Except DC 7 is commemmable

is not .

in practice15. "Stability
dependent on N7 timber

But crea
other changes.

to max mai, not to

all

proncening

means

Has failed to
genetics, etc.M

armory

stability ofempl.
stability widl. call for compensating for

16. If impl. is the goal, calls for shorter rotur,
bes. lory oner sub. capt. for labor.

17. 7.5. has failed to develop dlate
timber vs. other values

un, mai

on Trade-offs,

updateyield tubler who is
to speed growth.

$. The
What's

all 7.5. does is aute for more

prototype of a self- serving beresuciary.
good for 4.5. is good for America .

Debilitated by their abandonment of rationality,
7.5. can't do anything well

5



It's not.18
Double standard med in refuting ECHO.

broad enough.
Mai isn't broad enough either. But w ECHO is

commemmable, mai im't.

19. Put. forestry thives on def.

20. Are Nts hung up on saw timber ?
Han put. eut. clove the pulp neket. all alone ?

21. Josephson figures.ECHO wd. raise N7 cut above

present evenflow for 1st 90 years !8/9..TOgo

22. Walker has shown of a RAM model

Is the norm, not the freak.

improve it
less thereafter.

24 .

can
you

by getting more in decade one, and no

23. Constantly amazes me how seriously people still
take all the junk, self-serving

are classic Stockfische.
bureaucratic argumente.

They.
7.S. has le

interch
( Rawls)

has recurity, 1975, stifted emphasis from
as a rationale

to equating the
community stability

2
of present & future generation.

6



25. 5. 3091, The Humphay Bill, or "N.7. Argunt. Aut of 1996. ".

New Sec. ll establisher in law the 7.5.'s recent
evenflow non- declining yieldpolicy, w/o mring those words. (7.5.
introduced thepolicy w/o batis in law.) sex. !!.

New Ses. 20 lets F.S. require higher standand forestroads.

26. N7 total corts are about $16/yo
receipt 156/41 .

21, On 3/10/76, WTU thought 5.3091 wd, meet the
Monongatida inime, i.e. allow clearcutting. Now I
guess they

Monary.
late acts...

7

ere insie.
was a court case re 1891 Aut. There havebeen

1960, Multip -me S.4. Cut, Musy.
1994. Forest & Rangeland Renewable Ress, Play Act. RPU

29. Randolph-Brownwd. define maturity in term
treen, rather than stands. of

This comer later ben. The no. of tees declines.

28. Sen.J. Randolphe wd. make Morrory,permanent by 5. 2926.
So wd. Seoye Brown, HR 11894 ,

individual



Theenery is vaguenes, ambiquity. Theway theywent forint

applied Hauzlik dropping inddenlyfrom original to depleted inventory basis

30. 5.4. is now on a N.7. basis in the N.7. is the
working winche

Randolph- Brown wd. reduce this to Ranger Deste. Gusis.
Reducer posting, reduces cut.

31. ACE
must be based on something other than Hauslik

formule. What ! They've gone from Hauzlik to RAM

32. Nat. F.P. Assoc , WashAC, is not
effects in benefiss

Nor charging planting costs against concurrent harvest news.

33. OMB has set 10 % ma

34.- 7.5. now sets ratu
most westem species.

is not above laining ripple

age

guideline for fed in ...

1.00-140.you for

5.3091 may remove limit .

at

35.
18uution - Vanderby Act, 1930, requins funds

Amir wasfrom harvet, to be ward for referentn
limited, however. N7Pu wants to keep it limited.

1

(

set aside



36. Scoye Brown's objective, he says, is
timber from put. werd landowners.

He appears to "rural life supporters".

Wd. reiting learncut 25 a.

Humplucy I indy. criticize Brown- Randolphe for
+==bening "prescriptive"

than performance.

31. Fount Land is rated on

tues at age 100.

38.

says, is to raise demand for

In
in 60. (Dong. Fir)

n.w. Cal. Site /

legislating methods rather

basis of are

But be inclevant to highest une.age 100 may

E.g. timber site clan has little effect on yield of gras.

at 50

max.

grows

yes.

height of dominant

in. 30 yu

sité I mai peaks

Clawson ests. N7 land worth same as NF trimber
$206

9

what site Itdoes

1



↑

39.

A

iii)

;)

C

e
the # 3.

as ito,

k
Max ct na

"

FA

(ersteni

curves

ges

letsjeni
g +s

Let C = 0 mac mai,

flather.

cetine**+ = ( rsle" -s

Ceni

c + na

ata

However, C = 1/₂ a so ofgi

10



and ... that difference has negligible effect.
This ? cd.. show max.1. mai is i

"1



Obrolescence.
What will hi

energy
corts do to pulp with ?



Fallery of fixed coeffs.
" It costs" so much to one arre.plant

This don't comsider more intensive inguint



W. shorter rote, you can
miguet.)

afd.an

justify
more Co (intemire

Walker has shown you Edu thus also Imai
emai under enment Co.to

Ownen maig profits serve societybetter than
bureaucrats maig - staff,budget, pergs, etc. whatever bureaucrat
max .


