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Executive Summary

States have developed guidelines (also known as best management practices or BMPS) in response to
growing public concern about the need to mitigate negative environmental consequences associated
with timber harvesting (e.g., soil erosion, reduced water quality, loss of wildlife habitat).
Implementing such practices can lead to increased environmental protection and attributes of forest
resources desired by society. The application of sustainable timber harvesting practices also
produces arange of benefits and costs that accrue to those who own the forest as well as those who
harvest the timber.

A study was conducted to determine the extent to which forest landowners incur additional financial
costs resulting from the application of Minnesota s timber harvesting guidelines through: (1) lower
prices received for timber stumpage, (2) foregone revenue from merchantable timber left on the site
after harvest; and (3) additional time required to design and set-up timber sales which incorporate
timber harvesting guidelines. The Minnesota Department of Natural Resources and St. Louis County
Land Department offered 27 tracts of timber for sale through a sealed bidding process during fall
2002. Each tract was set-up and offered for sale both with and without the requirement to apply a
specific set of guidelines. Prospective purchasers were required to submit apair of bids on each
study tract—one to purchase the timber sale with and the other without the use of timber harvesting
guidelines. Foresters who set-up each timber tract for auction recorded the time spent on a variety of
timber sale preparation activities. The treatment method for each study tract (i.e., harvest with
guidelines; harvest without guidelines) was randomly determined after the close of bidding, and
tracts were awarded to the highest bid for the treatment sel ected.

A total of 80 paired bids were received from 36 logging businesses, resulting in the sale of timber on
23 study tracts. On average, stumpage bids were $2.66 per cord lower when guidelines were
required as part of the timber sale specifications. This amounted to a 10.1 percent discount below
bids on the same tracts when guidelines were not specified. With and without guidelines bids were
found to be significantly different from each other (p<.01). Individual bidsfor a particular tract
when guidelines were required ranged from a5 percent premium to nearly 40 percent below the bid
when guidelines were not required. The wide range in discounted stumpage prices offered by
loggers reflects the variable perception as to the extent guidelines increase timber harvesting costs.
Along with other factors, proficiency in implementing the guidelines, business and organizational
policies and practices, and site and timber sale characteristics likely influenced alogger’ s perception
of guideline implementation costs.

The application of guidelines that result in trees being left within the harvest area (e.g., partial
harvesting within an inclusion equal to 10 percent of the harvest area, leaving 6 t012 leave trees per
acre) decreased the volume of merchantable timber available for harvest by an average of 2.4 cords
per acre. The time required to prepare atimber tract for auction aso increased when guidelines were
incorporated into the harvest specifications. It took foresters, on average, 57 percent longer to a set-
up the timber sales when timber harvesting guidelines were incorporated into the sale design—an
additional 20 minutes per acre over the time required to set up atimber sale when guidelines were
not used.

Based on the bidding behavior of the study participants, the study tracts realized a net decreasein
stumpage revenue of $71.02 per acre when guidelines were used. Foregone revenue from residual

iv An Assessment of Guideline Costs to Forest Landowners



trees |eft on the site averaged $65.33 per acre across the study tracts. With an assumed opportunity
cost of $20 per hour, the value of additional time required to prepare atract for harvest using the
guidelines averaged $6.80 per acre. Taken together, total financial costs to forest landowners of
incorporating the guidelines into timber sales averaged $143.15 per acre across the study tracts.
Costs to landowners would have been even higher if timber sale administration and sale closure
activities were considered.

Assuming the study isindicative of Minnesota timber sales and associated harvesting practices, the
benefits produced by the state' s timber harvesting guidelines should, on average, be worth at least
$143.15 per acre to landowners. Guideline benefits produced on public forests may easily justify
their cost as these lands are managed for the production of both market and nonmarket goods and
services. Absent benefits of this magnitude on private forest lands, financial support in the form of
incentives and/or compensation may be needed if landowners are expected to routinely apply the
guidelines on avoluntary basis.

Government commonly uses awide range of policy tools to influence the behavior of private
landowners and the resulting management of their forests. Research indicates that technical
assistance programs are considered the most effective and efficient policy tool for encouraging
nonindustrial private forest landowners to apply timber harvesting guidelines. Tax incentives and
cost-share programs are emerging tools for encouraging application of forest management
guidelines. These programs provide financial incentives to landowners to compensate them for
benefits from guideline application that largely accrue to society but have no direct benefit to the
logging business owner or landowner.

Because of time and budget constraints, the actual costs for atimber harvester to apply Minnesota's
timber harvesting guidelines were not assessed as a part of this study. Previous research suggests
those costs could be substantial. New metering and sampling technology allows researchers to
collect data on per unit productivity over abroad range of factors such as site conditions, operators,
and season of harvest. Employing thistechnology would enable an assessment of the impact
Minnesota s guidelines have on timber harvesting productivity and associated variable operating
costs. Additionally, surveying the loggers who participated in the study would provide greater
insight about each firm’ s business characteristics, perceptions about the influence tract
characteristics and specific guidelines have on willingness to pay for stumpage, and the approach
used to develop bid estimates on the 23 study tracts. Such information could be used to further
analyze bid pricing strategies and help explain the variability among the “with and without”
guideline bids received in the study. Finally, quantifying the benefits of guidelines would help
resource managers and policy makers better understand the tradeoffs and net value of these
sustainable timber harvesting practices.
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Introduction

Many states have developed guidelines (also
known as best management practices or BMPSs) in
response to growing public concern about the need
to mitigate the negative effects associated with
timber harvesting. The timber harvesting practices
called for in these guidelines are intended to protect
and enhance a number of ecological, environmental,
and aesthetic attributes associated with forest
resources. Among these are clean water, ecological
diversity, riparian and wildlife habitat, soil
productivity, and visual quality. The use of
guidelines may also increase the long-term
economic value of forest assets. Implementing such
practices can lead to increased environmental
protection and sustainability of forest resources that
benefit the individual forest landowner aswell as
society as awhole.

The application of sustainable timber harvesting
practices can also result in additional financial costs
to forest landowners and loggers. These costs may
be explicit or implicit and include:

* Reduced prices forest landowners receive

for stumpage sold,

» Foregone stumpage revenue from residual
trees left on the site,

* Additional timber sale design and harvest
planning time,

*  Purchase of additional material required to
conduct a harvest (e.g., temporary water
crossing or erosion control structures),

* Cost of participating in additional training
and education programs on use of
guidelines,

* Increased variable operating costs (e.g.,
machinery fuel costs) per unit output, and

* Additional wear and tear on machinery
(e.g., maintenance costs) per unit harvested.

These costs can accrue solely to the landowner, the
logger, or may be shared between thetwo. The
degree to which landowners and loggersincur these
costsis heavily influenced by such factors as the
characteristics and conditions of the harvest site, the
landowner’ s land management objectives, specific
timber harvesting practices and guidelines applied,
harvesting equipment used, and equipment operator
proficiency.

This study evaluated the extent to which forest
landowners bear additional financial costsas a
result of implementing Minnesota’ s timber
harvesting guidelines. Of the many types of

guideline-related costs landowners might incur, the
study focused on the following three major types.

1. Lower stumpage prices per unit sold.

Forest landowners realize reduced stumpage
prices to the extent atimber sale transaction
differentiates the price paid for timber when these
guidelines are required. A generalized model can
help illustrate how any guideline-induced timber
harvesting costs are shared among forest
landowners and timber harvesters through the
stumpage bidding process. In Figure 1, amarket in
equilibrium is depicted by A where the supply of
wood available for harvest provided by forest
landowners equals the demand for wood by timber
harvesters. Theimposition of additional harvesting
costs resulting from guidelines is shown by the
vertical height of dashed line BC. With these new
costs, the demand for wood by timber harvesters
decreases (shifts to the left) from D, to D,, resulting
in anew market equilibrium being established at B.
Because the new equilibrium price isless than the
total cost of the guidelines, both landowners and
timber harvesters share the burden of these added
costs. The portion of the total additional cost borne
by the landowner is represented by the vertical
distance between points A and B, whereas the
additional cost borne by timber harvestersis equal
to the vertical distance between A and C.

Logger Pays
Owner Pays

Figure 1. Model depicting the incidence of guideline-induced
cost on timber harvesters and forest landowners.

The shapes of the supply and demand curves
dictate the incidence of additional cost among
timber harvesters and forest landowners—the
degree to which each party bears the added cost.

A timber harvester’s knowledge or perception
of guideline effects on harvesting production costs,
demand for harvestable tracts, proficiency and
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efficiency in harvesting timber, and competition in
purchasing timber to harvest all influence the
degree to which the price of stumpage on tracts
requiring the application of guidelines are
discounted below those that do not. Little empirical
evidence exists on the extent to which atimber
harvester is able to pass any additional cost on to
forest landownersin the form of lower price for
standing timber.

2. Foregone stumpage revenue from
residual trees.

A central feature of many sustainable timber
harvesting practicesis the requirement to leave
residual trees on the site to provide ecological and
societal benefits (e.g., clean water, wildlife habitat).
Trees may be left asaresult of partial harvesting
practices implemented within riparian management
zones, the creation of legacy patches within a
harvest area, and leaving live trees scattered or in
clumps across the site for visual, wildlife, and
ecological purposes. Leaving residua trees on the
site represents areal cost to forest landownersin the
form of lost revenue from the timber sale that,
depending on the occurrence and timing of future
harvesting activity on the site, may or may not be
captured. The opportunity cost of leaving residua
trees on the site is represented by the logger’s
willingness to pay for the stand’ s merchantable
timber during the current harvest.

3. Additional time required to prepare a
tract of timber for harvest.

Preparing atract of merchantable timber for
harvest by incorporating Minnesota s timber
harvesting guidelines may require additional timber
sale set-up time. Additional field time may be
needed to incorporate guidelines into the design of
the timber sale for such practices as marking the
boundaries of no cut (e.g., cultural sites,
ecologically-significant areas) and partial harvest
aress (e.g., riparian management zones within the
harvest site), identifying the placement of landings
and trailsto minimize ecological disturbance and
loss of site productivity, and additional timber
cruising requirements. Similarly, incorporating the
guidelinesinto timber sale contracts or notices of
advertisement for sale may impose additional
administrative time by the landowner or natural
resource professional working on their behalf.

This study isuniquein that it is one of the few
(possibly the only) that relied on actual timber
harvester-landowner transactions to assess whether
landowners bear the additional costs associated with
applying sustainable timber harvesting practices. It
isimportant to note the study did NOT identify the
magnitude of total costs resulting from
implementation of the guidelines. Such conclusions
can only be made after fully measuring a timber
harvester’ s actual timber harvesting production
costs with and without guidelines.

Review of Previous Studies

Benefits and Costs of Minnesota’s Timber
Harvesting Guidelines

Minnesota' s Sustainable Forest Resources Act
of 1995 required that the Minnesota Forest
Resources Council “ . . . analyze the costs and
benefits of new site-level practices and
landscape-level programs’ before implementing
timber harvesting and forest management guidelines
(Minnesota Statutes, Chapter 89A). In response,
the Minnesota Forest Resources Council funded
two studies to address a variety of objectivesrelated
to the benefits and costs of implementing
guidelines, including to:

e Estimate and compare the economic and
financial costs and benefits of
implementing Minnesota' s proposed (at that
time) timber harvesting guidelines
(Vasievich and Edgar 1999);

e Summarize published literature about how a
timber harvester’ s operational efficiency,
labor and capital requirements, cost
structure, and profitability are impacted by
applying forest management guidelines
(Blinn et al. 2000). The summary focused
on impacts of applying riparian and wildlife
guidelines; and

e Assess and summarize existing knowledge
about the economic structure and
performance of the timber production,
harvesting, and delivery markets (Blinn et
al. 2000).

Vasievich and Edgar (1999) reported the effects
of Minnesota’ s guidelines on timber harvesters
could be substantial. Assuming atimber harvester
had not previously applied any of the existing
guidelines, the application cost for the guidelines
was estimated to be as much as $3 per cord for the
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on-site activities. The authorsfelt the highly
competitive logging industry might not be ableto
pass aong the additional coststo log buyers or
cover the costs through reduced stumpage prices
paid to landowners. They aso reported the major
effect of the guidelines on landowners would be to
incorporate them in planning efforts and when
professional foresters conduct management
activities and timber sales. The authors estimated
adequate planning to incorporate the guidelines
during timber harvesting operations would cost $10
to $12 per acre.

Blinn et al. (2000) assessed Minnesota' s forest
management guidebook (Minnesota Forest
Resources Council 1999) to determine each
guideline’ s probable operational and cost impact.
As many of the guidelines resulted in similar types
of changes to a harvesting operation, the changes
were grouped into categories of effects and areview
of the literature was conducted to summarize
existing information. The specific categories of
effects summarized were: (1) increase in harvest
planning, (2) reduction in the volume harvested per
unit of area, (3) reduction in operating productivity,
(4) reduction in the available operating time, (5)
additional activities or cost factors (i.e., erosion
control, stream crossings, wet area crossings,
disposal of logging slash, road closing or
obliteration), and (6) practices with the potential to
reduce cost. The literature reported the most
expensive guidelines are related to stabilizing roads,
skid trails, and landings, especially in areas where
topography is not level.

Blinn et al. (2000) indicated that several studies
reported the application of water quality best
management practices reduced gross harvest
revenues by 2.78 to 10.67 percent. InYear 2000
dollars, the application costs ranged from $8.60 to
$105 per acre and $1.33 to $9.90 per cord. Most
reported values were in the range of $20 to $33 per
acre and $1.33 to $2.55 per cord. Costswould be
higher where additional practices (e.g., cultural
resources, wildlife habitat) are implemented.
Felling and skidding productivity decreased by
approximately 8 to 27 percent and costs increased
by approximately 2 to 47 percent using selection
harvesting as compared to clearcutting approaches.
Some studies reported that decreases in productivity
and increases in logging costs associated with
implementing additional guidelines were not strong
enough to change bidding behavior on timber sales.
Those studies noted that as concerns about

stumpage availability continued or even grew,
bidding behavior did not change significantly
because logging firms need to acquire stumpage to
stay in business. However, those results were more
short-term in nature and long-term bidding trends
were not studied.

Blinn et a. (2000) reported that less
competitive markets would increase the likelihood
of loggers transferring additional costs for
implementing guidelines. They reported it unlikely
that loggers would be able to pass compliance costs
on to the millsin the form of higher delivered
prices, because the mills have too much market
power (by virtue of their large size and small
numbers) and too many alternative wood sources
both within and outside the state. However, the
authors believed it likely that loggers would be able
to pass implementation costs on to landownersin
the form of lower stumpage prices. The authors
concluded that guideline compliance costs are likely
to be borne ultimately by the landowner, not by the
logger or the consumer.

Costs of Preparing Timber Sales
That Incorporate Sustainable Timber
Harvesting Practices

Thereislittle published literature that assessed
differencesin timber sale set-up with and without
the requirement to apply forest management
guidelines. An independent firm (Price
Waterhouse), hired by the British Columbia
provincial government to assess changesin British
Columbia’ slogging costs from 1992-1996 (Clark
1997) documented a 75 percent increase in logging
costs, the sources and relative contribution of each
being:

44%  Stumpage (largely afeeto finance

reforestation)

23% General rate increases, inflation, land-

use changes, tenure administration

21% Conforming to Forest Practice Code's

logging standards

12% Planning (additional plans, amendments

to approved plans) and administration

100% Total

Costs associated with planning included the
time required to set up atimber sale to incorporate
British Columbia s Forest Practice Code.

An Assessment of Guideline Costs to Forest Landowners 3



Background

Minnesota’'s Timber Harvesters

The Minnesota Logger Education Program
(2002) reported that approximately 445 logging
businesses are members of the Minnesota L ogger
Education Program. However, an unknown number
of additional logging businessesin the state are not
members of that organization. The most recent
profile of Minnesota s timber harvestersis a study
funded by the Minnesota Forest Resources Council
that presents respondent logging firm characteristics
and production during 1996 (Puettmann et al.,
1998). This profile found that, on average, the size
of the state’ s timber harvesting enterprisesis
relatively small. The average number of individuals
employed by atimber harvesting operator isjust
more than three individuals, with greater than 60
percent of the logging businesses having only one
or two employees. 1n 1996, those firms with one or
two employees harvested only 17 percent of that
year’ stotal reported production, but obtained more
of their wood from nonindustrial private forest
landowners than did larger operators. More than 95
percent of the logging businesses profiled are
owner/operators from north of the Twin Cities.
Itasca, Koochiching, and St. Louis counties account
for the greatest number of logging businesses.

Puettmann et al. (1998) reported that logging
businesses are typically operated by individuals
with considerable experience in the industry. The
average length of time working within the logging
profession is approximately 23 years, with 60
percent having at least 20 years of experience. In
1996, the average ownership tenure of logging
businesses was 17.6 years. Forty percent had owned
their logging business for at least 20 years. In
general, the equipment used by timber harvestersis
fairly old. The average age of harvesting egquipment
in Minnesota from the 1996 survey ranges from
nine years for delimbersto 16 years for skidders,
forwarders, farm tractors, and bulldozers

Timber Harvesting in Minnesota

In 2001, the most recent year in which
statewide timber harvesting statistics are available,
the annual timber volume harvested in Minnesota
was approximately 3.56 million cords (Minnesota
Department of Natural Resources 2003). Nearly
half of the state’ s timber volume is removed from
nonindustrial private forest lands. Timber

harvesting occurs on approximately 200,000 acres
each year, or just over 1 percent of the state’ s forest
land base. Most harvest areas are small, averaging
24 acresin size. In 1996, clearcutting (both with
and without leaving residuals) represented the
dominant method of harvesting in Minnesota,
applied on 83 percent of the harvest sites
(Puettmann et al. 1998). The vast majority of
timber harvesting is mechanical—approximately 84
percent of the volume was mechanically felled in
1996 and 16 percent was chainsaw felled. Nearly
half the timber volume is harvested during the
winter. 1n 1996, winter harvesting accounted for 47
percent of all harvesting activity followed by fall
(23 percent), summer (21 percent), and spring (9
percent) (Puettmann et al. 1998). It was noted that
transport of felled material from the stump to the
landing was becoming more mechanized through
use of grapple skidders and forwarders as compared
to cable skidders. Firmswith higher production
rates tend to have more “ state-of-the-art” harvesting
technology (Puettmann et al. 1998).

Selling Public Timber
Stumpage in Minnesota

Public forest land management agenciesin
Minnesota, notably the Minnesota Department of
Natural Resources-Division of Forestry (DNR),
county land departments, and the USDA-Forest
Service, offer tracts of timber for sale which have
been identified through a timber management
planning process. Prior to offering timber for sale,
tracts are cruised by aforester or forestry technician
to determine sale volumes by species and product,
mark sale boundaries, identify access points and
landing locations, mark individual trees or reserve
areas within the tract for either removal (e.g., during
athinning) or retention (e.g., ariparian management
zone, aleave tree patch, avisua screen), and
identify specific forest management guidelines to be
used on the site. Timber tract sale specifications
(e.g., create a site map, calculate and report sale
volume, length of contract, sale regulations) are
documented on aform reviewed by prospective
buyers after the specifications are approved within
the agency.

While the laws and rules vary by agency, public
tracts generally must be advertised for at least 30
days before conducting the sale. Tractsare
advertised for sale through the Internet, direct
mailings, or listings available in agency offices.

4 An Assessment of Guideline Costs to Forest Landowners



Timber sale notices indicate the date, time, and
|ocation of the auction, as well as detailed
information about each tract offered such astree
species present and estimated merchantabl e timber
volume and value. On the date of the auction, an
official representative of the agency oversees and
administers the auction process.

The methods of selling public timber stumpage
(the right to harvest timber) vary from an over-the-
counter noncompetitive agreement with an
individual buyer (typically small volume sales) to
oral and written sealed bid auctions where stumpage
is sold to the highest bidder. Oral auctionstend to
be the most common method used by the state’s
public land management agenciesto sell stumpage.
In Minnesota, only the USDA-Forest Service and a
couple of counties regularly auction tracts using the
written sealed bid method. During an oral auction,
bidding starts at the appraised price for the tract’s
timber and may increase in increments of 1 percent
or more as sale interest continues. Bidding ends
when there is no further interest in the sale (i.e., no
oneiswilling to further raise the current bid price).
With this method of bidding, a buyer may be able to
purchase a timber tract without reaching their
maximum willingness to pay for the stumpage.

For tracts sold under awritten sealed bidding
process, prospective buyers normally complete a
form indicating their per unit bid price for each
species and/or atotal bid price for atract. That bid
isthen sealed in an envel ope and submitted to the
land management agency. None of the envelopes
containing submitted bids are opened until the
specified date and time when the tracts are awarded.
The fact that participants of sealed bid auctions are
generally not aware of overall bidding activity for a
particular tract and only have one opportunity to bid
on each tract offered increases the likelihood that
submitted bids reflect the participant’ s maximum
willingness to pay for that tract’ s stumpage.

Implementing Minnesota’s
Timber Harvesting Guidelines

In 1998, the Minnesota Forest Resources
Council (MFRC) adopted voluntary guidelines for
conducting timber harvesting and forest
management activities within the state. The
guidebook addresses a number of important
resource attributes and val ues associated with forest
resources such as riparian management zones,
wildlife habitat, soil and water resources, visual

quality, and historic and cultural sites (Minnesota
Forest Resources Council 1998). The guidelines
suggest arange of practicesto consider for
protecting/enhancing these important features when
conducting forest management and timber
harvesting operations. Beginning in 2000, the
MFRC initiated a program to monitor guideline
implementation as it occurs among public and
private forest ownerships within the state. Asa
description of baseline (pre-guideline) timber
harvesting practices, results from two years of
guideline implementation monitoring suggest the
application of guidelines varies considerably by
specific practices recommended in the guidebook as
well as by landowner group (Phillips and Dahlman
2002).

Methods and Approach

Study Objectives and Research
Hypotheses

The overall objective of the study was to assess
the extent to which forest landowners incur
additional financial costs as aresult of requiring the
application of Minnesota' s guidelines during a
timber sale. Specific study objectives and
associated research hypotheses were to:

» Determine the extent to which the
requirement to apply Minnesota’ s timber
harvesting guidelines resultsin lower
stumpage prices received by forest
landowners. Application of Minnesota's
timber harvesting guidelines may increase
the per unit (i.e., cord) harvesting costs
incurred by Minnesota’ s loggers as
compared to pre-guideline operations. The
study examined the extent to which loggers
who apply guidelines pass any of those real
or perceived increased production coststo
forest landowners (i.e., shift the incidence
of guideline-related costs) in the form of
reduced willingness to pay for timber
stumpage. The research hypothesis was that
the per unit price paid for stumpage where
guidelines are required is lower than the
stumpage price for the same standing timber
when guidelines are not required.

»  Determine the extent to which the
application of Minnesota’ s timber
harvesting guidelines results in reduced
income to forest landowners due to leaving
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merchantable trees on a site. Several
guidelines recommend that merchantable
trees be left unharvested for ecological and
aesthetic purposes. Such practices may
include retaining trees and other forest
vegetation adjacent to rivers, lakes,
wetlands, cultural resources, endangered,
threatened, and special concern species, as
well as scattered trees |eft across the harvest
site for wildlife habitat and to make the
harvest arealook lessvisudly intrusive.

L eaving merchantabl e trees on the site
represents areal financial cost to the forest
landowner in the form of foregone revenue
that otherwise could have been realized
during the harvest. Unlessthe residual trees
are removed within afew years of the initial
harvest, the present value of future
removals can be a substantial discount from
itsvalue at initial harvest. The research
hypothesis was that application of the
guidelines will result in appreciable timber
value left on the site after harvest.

* Determine the extent to which Minnesota’s
timber harvesting guidelines impose
additional sale set-up costs to forest
landowners. Landowners who incorporate
Minnesota' s guidelinesin their timber sales
may find that preparing a timber tract for
harvest requires additional field and
associated office time. The study examined
the extent to which use of the guidelines
imposes additional timber sale preparation
time. Thisincluded an analysis of total
additional staff time required to prepare a
timber tract for auction, as well asthe
additional time for specific guideline-
related field and in-office tasks. The
research hypothesis was that the field and
administrative time needed to prepare a
timber tract for sale when guidelines are
specified is greater than when guidelines
are not required on that tract.

The Bidding Model

An important concern of the study was being
able to attribute differencesin atimber harvester’s
willingness to pay for stumpage solely to the
regquirement to use of guidelines. To do so, all other
variables that might influence bid prices needed to
be strictly controlled. Theseincluded atract’s

physical features (e.g., Size, access to roads and
markets, logging difficulty, and quantity and quality
of merchantable wood) aswell as sale
characteristics (e.g., date of auction, length of sale,
season of sale, method of payment, down payment
requirements). By controlling for all variables
except the requirement to use guidelines, any
difference in bid values was presumed to be
attributed to the guidelines.

Finding enough paired timber tractsin
Minnesota with identical physical characteristics
was not considered afeasible option. Therefore, the
bidding approach employed in the study was that a
single tract would be offered for sale in two distinct
ways—one without and one with the requirement to
use guidelines. Prospective purchasers would be
required to submit a pair of bids on each tract—one
corresponding to each way the tract was advertised
for sale. Any differencein per cord bidswith and
without the requirement to use guidelines suggests
the timber harvester was passing a portion or all of
the perceived additional coststo forest landowners
in the form of lower willingness to pay for
stumpage. Conversely, no differencein bid prices
indicates loggers were not passing any guideline-
induced costs on to forest landowners.

Bidding Method
A sealed bid auction format was employed to

determine each prospective buyer’s “ maximum
willingness to pay” for each study tract with and
without the requirement to apply the timber
harvesting guidelines. Although the oral auction
format is the most common method used by the
state's public land management agenciesto sell
timber, the major drawback of such an approachis
its limitation in eliciting a bidder’ s maximum
willingness to pay for the stumpage. Participantsin
ora timber auctions have extensive knowledge of
bidding activity on a particular tract—knowledge
that may contribute to stumpage being purchased at
less than the bidder’ s maximum willingness to pay
for the timber. In contrast, sealed bid auction
participants generally do not have apriori
knowledge of bidding activity. Each prospective
buyer only has one opportunity to bid on atract and
therefore is more likely to bid their “maximum
willingnessto pay” for the stumpage. Moreover,
the paired bid design employed in this study made
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the oral auction format infeasible (i.e., it was
impossible to sell atract twice).

Minimum Number of Paired Bids Required
To Make Satistical Inferences

A minimum number of paired bids was needed
to provide conclusive results. The authors
contacted the University of Minnesota s Statistical
Consulting Service to seek assistancein
determining this minimum number of paired bidsto
be generated from the study. Given the study
design, bidding model, and a priori knowledge
about the likely effect additional guideline costs
would have on bidding behavior, the authors were
advised that at least 10 paired bids from loggers
were needed to make statistical inferences (95
percent confidence interval) about the bidding
behavior observed in the study.

Participating Agencies

The study relied on tracts of timber auctioned
by the state's public land management agencies.
The DNR and St. Louis County Land Department
(SLC) agreed to participate in the study. The DNR
was targeted because it had timber auctions planned
at severa areaoffices during Fall 2002, and was
interested in exploring greater use of sealed bid
auctions as the vehicle for selling timber. SLC was
approached asit regularly conducts timber sales
through a sealed bidding process and also had
auctions scheduled for fall 2002. During the study
design phase, the authors were in frequent contact
via conference calls and e-mail with two individuals
from the DNR and one from SLC. That study
design team assisted the authors in developing all
study protocols and forms as well as serving as
points of contact for on-the-ground field staff
implementing the study. Several conference calls
were conducted with design team members after the
study protocols were developed but prior to the tract
auction dates to clarify and modify study protocols,
as needed. In addition, a meeting with DNR Region
2 and St. Paul staff, SLC Land Department and MN
Forest Resources Council staff, and logging
interests was pivotal in developing the bidding
methodology used in the study.

Site Characteristics

Only forested tracts that met the following
criteriawere considered for inclusion in the study.

* Field staff would feel comfortable selling
the tract without the requirement to apply
guidelines,

e Upland site (i.e., no riparian areas),

e Aspen had to comprise at least 50 percent

of the merchantable volume,

At least 10 acresin size,

No permanent water present on the site,

Clearcut harvesting was acceptable,

Natural regeneration was planned,

Harvesting would only occur under frozen

s0il conditions,

e Thesitedid not contain any unique features
(e.g., cultural resources, endangered or
threatened species),

e Sale administrators could temporarily shut
down any saleif excessive rutting is or will
occur, and

e Boththe“with” and “without” guidelines
pair in each sale had to have the same sale
expiration date.

Timber Harvesting Guidelines Used

Guidelines perceived to be applied across a
wide range of tract and harvest conditions and/or
imposing significant additional cost to apply were
used in the study. Each tract advertised to apply
timber harvesting guidelinesincluded the following
stipulations.

e Deélineate an inclusion during the sale set-
up process within the tract’ s boundaries
representing approximately 10 percent of
the sale area, within which operators could
only remove up to 50 percent of the
merchantable volume (designed to mimic
riparian management zone guidelines which
provide recommendations for residual basal
area);

* Retain at least six scattered leave trees/acre
greater than 6 inches diameter breast height
(DBH) across the site;

e Follow guidelines for road and skid trail
location and construction, water diversions,
and landings;

» Back haul the slash across the siteto avoid
piling it at the landing; and

e Leave all snags possible where saf ety
permits.

All DNR tracts were offered as three-year sales.

Three of the SLC sales were offered as 28-month
sales and the other two as 16-month sales. The
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duration of atimber sale contract for an individual
tract did not vary according to whether guidelines
were or were not required.

Timber Sale Preparation

Animportant cost to forest landownersisthe
additional time needed to prepare or set-up timber
sales when Minnesota s timber harvesting
guidelines are required. A number of field and
office-based tasks are necessary to prepare a tract of
timber for sale or public auction. Typically, this
involves marking the tract’ s sale boundaries with
paint or flagging tape, cruising the tract to obtain an
estimate of the merchantable timber volume, and
preparing the necessary paperwork (e.g., drawing
maps, writing up the timber sale specifications).
Those tasks specifically attributed to the use of
guidelines include identifying, marking, and
estimating timber volume within inclusions or other
specia harvest areas, identifying the placement of
skid trails, water crossings, and landing sites, and
incorporating the guidelines in maps, diagrams, and
written descriptions or advertisements of the tract.

Tracking Administrative Time. A timber sale
set-up time sheet was devel oped by the authors,
with input from the study design team, for forestry
field staff to complete when designing each study
site. Theform (Appendix A) included spacesto
report time to accomplish each of the following
activities:

e ldentify and mark sale boundaries,

» Edtimate sale volume (e.g., cruising time),

* Plan and mark the boundary of the 10
percent partial harvest inclusion (individual
treesinside the inclusion were not marked),

» Estimate the sale volume within the
inclusion,

* ldentify placement of access road(s) or
water crossings and water diversion(s)
(done either on-site or from aerial photos),

» ldentify location of any on-site landing(s)
(done either on-site or from aerial photos),
and

* Write the timber sale bid specifications, two
for each tract offered for sale (e.g.,
appraisal form, create a site map, calculate
volumes, write sale regulations).

To assess whether guidelines impose additional

sale preparation costs to forest landowners, field
personnel recorded the time spent on the major

tasks associated with preparing each of the tracts
offered for public auction. Sale preparation time
was collected on both field (e.g., cruising the stand
to estimate total merchantable volume) and office
work (e.g., writing up the bid specifications)
commonly associated with preparing atract for
auction. Such tasks were categorized according to
whether they were specifically attributable to the
guidelines. For each activity, individuals indicated
the date(s) when work was performed, thetimein
hours and minutes required to accomplish the task,
and the name(s) of the individual (s) who conducted
each activity. All time entries were recorded to the
nearest ten-minute interval. Travel time to/from the
tract was not recorded on the time sheet.

Sale Advertisement and
Bidding Requirements

Each auction was advertised for at least 30
days. The four timber sale auctions included other
nonstudy tracts also being offered for sale after the
study tracts were awarded. Sale noticesincluded a
cover page describing the study as well asthe
requirement to bid on both pairs (“with” and
“without” guidelines) for each study tract. Each
study tract was presented twice in each
advertisement; once indicating the specific
guidelines to be applied as well as a phrase such as
“site-level guidelines do apply” or “guideline
version” and the other time indicating “site-level
guidelines do not apply” or “nonguideline version.”
Each tract within a pair also indicated a statement
such as*A bid on thistract requires abid on Tract
No. XY” where XY represented the other tract
number within the pair. To reduce confusion, the
pairs were listed sequentially in the announcements
(e.g., Tract 1 and 2 were the “with” and “without”
pair for one study tract). Appendix B contains two
Timber Appraisal Forms for one of the study
tracts—one including and one excluding the use of
guidelines. Appendix C illustrates how auction
notices advertised a given study tract twice.
Appendix D illustrates the instructions provided to
prospective purchasers of study tracts.

An important requirement for this study was
that each “bid” on atract had to include two
separate sealed envelopes. One envelope had to
contain bid information “with” the application of
guidelines and the second information “without” the
application of guidelines. Anindividual from each
agency verified the presence of two envelopes (i.e.,
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apair) for all bids submitted. Any attempt by an
individual to submit only one bid envelope for a
tract wasrejected. Other parameters normally
applied by the DNR and SL C when selling timber
harvesting rights were also employed within the
study (e.g., amount and timing of down payments,
utilization standards, method of calculating and
collecting payment for timber, penalties for
noncompliance with contract provisions), both
within each pair and across al tracts offered for
sale.

Assigning Treatments to and
Auctioning the Tracts

Prior to the date when bids were opened, the
authors assigned harvest treatments to each tract
(i.e., whether it would be sold and harvested “with”
or “without” guidelines). Thiswas accomplished
by atwo-stage randomization process whereby a
randomly selected treatment was assigned to a
randomly selected tract. Operationally, this meant
assigning each tract a unique number, placing those
numbersin ahat, flipping a coin to determine
“heads’ or “tails,” and then drawing a number out
of the hat. If the coinlanded “heads,” the tract
received the “with guidelines’ treatment.
Otherwise, it was assigned a “without guidelines”
treatment. In an effort to provide arelative balance
to the number of “with” and “without” guideline
tracts, the random selection of harvest treatment
was terminated once half the tracts were assigned to
one treatment. At that point, the remaining tracts
were assigned the other harvest treatment.

The authors did not make available any
information from the treatment assignment process
until after the bid submission deadline. This
eliminated any possibility that a prospective buyer
could obtain information about the actual study
treatment assignment prior to the public opening of
bids. On the date of and immediately prior to each
bid opening, the authors sent a memo to the
agency’ s timber sales supervisor, indicating the
treatment assignment for each tract. The timber
sale supervisor subsequently “pulled” the tract
containing the harvest treatment not selected from
the auction such that only the tracts with the
assigned treatments were offered for sale.
Individual tracts were sold to the highest bidder for
the treatment selected. Where no bids were
received on atract, it was reoffered for sale at a
later date outside the study process.

Asthe tracts were offered for sale on three
different dates (i.e., November 19 and 22, 2002, for
the three DNR area offices followed by the SLC
auction on December 19, 2002), it was important to
withhold releasing any bidding information until all
auctions were completed. The DNR timber sales
supervisor sent amemo to key field staff located in
the areas where the auctions took place indicating
the importance of not releasing study information to
anyone until after all auctions had been conducted.
The authors aso did not provide any study results
from the three DNR auctions to SLC personnel
prior to the date when the SL C auction was held.

Acquisition and Analysis of Bid and
Sale Set-up Data

After each auction was conducted, the authors
were sent a photocopy of all paired bids (both with
and without the requirement to use guidelines)
received for each tract sold during the auction.
Information from those bids was analyzed using
Excel to assess differencesin bid price ($/cord) for
each paired sale. Aggregate per cord bid pricesfor
each pair of bids submitted on atract were
calculated by weighting bids for each species by
their respective merchantable volume in the tract.
Only the per cord bid prices of those tree species
found in both advertisements for each tract were
used in calculating the tract’ s aggregate per cord bid
price with and without guidelines. This procedure
was used to make sure the with-without per cord bid
prices compared the same species. It aso
eliminated the possibility of erroneously calculating
differing paired stumpage bids when the bidder did
not, in fact, discount stumpage when guidelines
were required.

The authors a so received completed Timber
Sale Preparation Time Sheets (Appendix A) for the
tracts offered for sale from the cooperating
agencies. Where necessary, the individual (s) who
completed the time sheets were contacted by the
authors to answer questions about items on their
forms. Datafrom these forms were summarized
using Excel to assess the extent to which guidelines
require more time to prepare atimber sale.

Results and Discussion

Tracts Offered for Sale

A total of 27 tractsin northern Minnesota were
offered for sale as part of thisstudy. All tractsare
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in Koochiching, Itasca, St. Louis, and Lake counties
(Figure 2). Twenty-two of the twenty-seven tracts
are on state land administered by the DNR, whereas
five tracts are managed by SLC (Table 1). All DNR
tracts are in the department’ s Northeastern
administrative region. Land management
responsibility for those tracts is administered from
six administrative areas within that region.
Management responsibility for the five tracts
managed by SL C occurs out of the agency’s
Virginiaand Pike Lake administrative areas.

Characteristics of Tracts Offered for Sale
Size

Table 2 identifies several characteristics of the
27 tracts offered for sale. The average size of the
study tracts was 23.7 acres, nearly identical to the
statewide average timber harvest area of 24 acresin
1996 (Puettmann et al. 1998). Individual tracts
ranged in size from 11 to 44 acres, with afairly
even distribution of tract size within this range
(Figure 3).

Figure 2. Location of the 27 study tracts offered for sale.
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Table 1. Land management responsibility for the 27 study tracts offered for sale.

Number of tracts

Agency Administrative area used in study
MN Department of Natural Resources
Two Harbors 2
Hibbing 5
Tower 1
Little Fork 5
Orr 5
Effie 4
St. Louis County
Virginia 3
Pike Lake 2
Total 27
Table 2. Descriptive statistics for the 27 study tracts offered for sale.
Without With Without-with
Tract guidelines Without guidelines With difference Without-with
appraised guidelines appraised guidelines appraised difference
stumpage merchantable  stumpage mer chantable stumpage merchantable
Size Value Volume Value Volume Value Volume
(acres) ($/acre) (cords/acre) ($/acre) (cords/acre) ($/acre) (cords/acre)
MEAN 23.7 569.1 29.1 523.5 26.7 45.6 24
MEDIAN 21.0 5324 27.5 483.2 24.6 44.7 21
STD DEV 9.6 268.0 115 225.7 10.9 30.6 14
MAX 44.0 1,312.3 52.9 1,0194 50.0 111.6 55
MIN 11.0 175.3 11.3 193.8 94 24 04
N 27 27 27 27 27 27 27
8
7 1
w _
= 6
g
& 5
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Tract Size

Figure 3. Summary of tract size for the 27 study tracts offered for sale (acres).
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Stand Volume and Vaue

the 27 tracts offered for sale without guidelines
averaged 29.1 cords, with an appraised value of
$569 per acre (Table 2). Therange of tract value

was over sevenfold, from less than $200 to greater

The merchantable volume per acre of timber in than $1,300 per acre (Figure 4). Merchantable

timber volume of individual tracts offered for sale
without guidelines ranged from 11 cordsto as high
as 53 cords per acre (Figure 5). The application of

Number of Tracts

10

<200

200-400

401-600 601-800  801-1,000 1,001-1,200 1,201-1,400
$ per Acre

Figure4. Summary of total merchantable stand value (without guidelines) within the 27 study tracts offered for sale ($/acre).

Number of Tracts

12
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6

4

2
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<20 21-30 31-40 41-50 >50

Cords per Acre

Figure 5. Summary of total merchantable timber volume (without guidelines) within the 27 study tracts offered for sale (cords/acre).
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guidelines reduced merchantable stand volume by
an average of 2.4 cords per acre, with some tracts
reduced as high as 5.5 cords per acre (Table 2). The
appraised value of that merchantable timber left to
be left on the site decreased an average of nearly
$46 per acre when guidelines were incorporated

into the timber sales, although individual per acre
reduction in tract value was as high as $112.

Stand Composition

The 27 tracts offered for sale without guidelines
had, on average, four different merchantable tree
species, with individual tracts ranging from just one
to as many as seven merchantable species (Table 3).
Aspen was the principal merchantable species
found in the 27 tracts (Figure 6). On average, the
“without guidelines’ study tracts contained nearly
23 cords per acre of aspen which accounted for 78
percent of the total per acre tract volume. Balsam
fir (2.3 cords per acre) and paper birch (1.4 cords
per acre) were the next most prevalent merchantable
tree species found on the study tracts. All other

merchantabl e species averaged less than a cord per
acre.

Table 3. Number of merchantable species within the 27 study
tracts offered for sale (without guidelines).

Number of
tracts

Number of merchantable
species within tract

~NOoO O~ WNBE
P RPOOONDN

Harvest Treatment Assigned

Table 4 indicates the harvest treatments
randomly assigned to the 27 tracts offered for sale.
Half of the 22 DNR tracts were assigned the sale
specification that required use of guidelines—the
other half were assigned “without” the requirement
to use guidelines. On the five study tracts managed
by SLC, three were assigned “with” guideline
harvest treatments.

N Hardwoods ;ﬂ 0.1
Ash ;ﬂ 0.2
Balm Gilead [ 0.9
JPine [ 0.2
RPine 0.1
Mx Spruce ;D 0.5
W Spruce ;D 0.4
R Maple ;D 0.2
P Birch 7{:| 1.4
Balsam Fir [ 2-3
Aspen | 122.8
0 5 10 15 20 25
Cords Per Acre

Figure 6. Summary of average merchantable volume (without guidelines) by species within the 27 study tracts

offered for sale (cords/acre).
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Table 4. Distribution of harvesting treatments among the 27 study tracts offered for sale.

Administrative # Tracts assigned # Tracts assigned

L and management agency area guideline treatments no guideline treatments
MN Department of Natural Resources

Two Harbors 1 1

Hibbing 4 1

Tower 0 1

Little Fork 1 4

Orr 3 2

Effie 2 2
St. Louis County

Virginia 2 1

Pike Lake 1 1

Total 14 13

Bidding Activity

Thirty-six different loggers submitted atotal of
80 paired bids on 23 tracts that were sold. The
number of paired bids received per tract ranged
from one to seven (Table 5). Of the four tracts that
received no bids, three were offered by the SLC and
one by the DNR. The most common number of
paired bids submitted per tract was two—eight
tracts received this number of paired bids. Four
tracts received three paired bids each, the second
most frequent number of paired bids submitted.

Table5. Distribution of bids across the 27 study tracts offered
for sale.

Number of paired Number of
bids submitted tracts
0 4
1 2
2 8
3 4
4 2
5 2
6 3
7 2
Total 27

Table 6 indicates the number of paired bids
submitted per logger. The number of paired bids
per prospective buyer ranged from 1 to 10. Nearly
half of all loggers submitting bids did so on only
onetract. Twelve loggers submitted two paired
bids. Together, loggers who submitted one or two
paired bids account for 81 percent of the
participating loggers. Three loggers submitted three
paired bids and two loggers submitted six paired
bids. Onelogger each submitted eight and ten
paired bids.

Table 6. Number of paired bids submitted per logger within
the 23 study tracts sold.

Number of
loggers
17
12

Number of paired
bids submitted

Boo~vouarwNnr
PrORrRONOOW

Total

W
(o]

Bidding Characteristics
Mean Bid Difference

Table 7 summarizes the 80 paired bids
submitted on the 23 tracts that sold. The maximum
willingness to pay for stumpage was, on average,
$2.66 per cord lower when guidelines were required
as part of the timber sale specifications. This
amounted to a 10.1 percent discount over bids on
the same tracts when guidelines were not specified.
A paired two-sampl e student's t-test indicates the
with and without guideline bids are significantly
different from each other (p<.01)—timber
harvesters were distinguishing the presence of
timber harvesting guidelines when determining their
willingness to pay for stumpage. These results
suggest bidders were passing additional guideline-
related costs on to landowners in the form of lower
stumpage prices at an average rate of $2.66 per
cord.

It isimportant to note that $2.66 per cord is
NOT the cost associated with implementing
Minnesota s timber harvesting guidelines. The
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study did not seek to determine the additional cost
guidelines impose to loggers during the timber
harvesting operation. A significant conclusion that
can be drawn from the study is that the imposition
of timber harvesting guidelines resulted in loggers
transferring costs to forest landownersin the form
of lower stumpage bid prices that, on average
amount to $2.66 per cord.

Range in Bid Discounts

The amount stumpage bids changed when
guidelines were required on the timber sale ranged
from a $1.05 per cord or 5 percent premium to
harvest with guidelines (subsequent to the bidding,
this logger contacted us to confirm he bid more for

the guideline sale because of a change in specie
mix) to reductions in willingness to pay as high as
$10.45 per cord or 38 percent below the “without”
treatment per cord bid (Table 7 and Figure 7).
Sixty-eight of the 80 paired bids (85 percent) had
bid differences that were 20 percent or less (Table
8). Of that total, twenty bids (25 percent) did not
differentiate their bid based on whether guidelines
were required as a condition of the timber harvest.
Six bids (7.5 percent) were discounted between 21-
25 percent when guidelines were required.
Discounts of between 26-30, 31-35, and 36-40
percent were made on two paired bidseach. This
wide range in paired bid differences suggests that
there is abroad range of factors that influence a

Table7. Summary of the paired bids submitted within the 23 study tracts sold.

Without With “With” guidelines bid “With” guidelines bid
guidelines bid guidelines bid difference discount
($/cord) ($/cord) ($/cord) (percent)
MEAN $27.22 $24.56 $2.66 -10.1%
MEDIAN $27.48 $24.10 $2.25 -8.2%
STD DEV $4.82 $5.65 $2.55 9.9%
MAXIMUM $16.92 $12.24 -$1.05 -38.4%
MINIMUM $41.15 $41.15 $10.45 5.0%
N 80 80 80 80
25
20
[72]
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Figure 7. Discount inwillingnessto pay for stumpage when guidelines were required below bid values when guidelines were not

required for the 80 paired bids submitted on the 23 study tracts sold ($/cord).
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logger’ s perception of guideline implementation
costs such as proficiency in implementing the
guidelines, business and organizational policies and
practices, and site and timber sale characteristics.

Table 8. Paired bid differences for the 80 paired bids submitted
on the 23 study tracts sold.

Bid Differences by Tract Size

Did alogger’s bid for stumpage with and
without the requirement to apply timber harvesting
guidelines depend on the size of thetract? To
answer that question, with and without guideline
bids were examined in the context of tract size as
measured by total tract acres, total appraised tract

. . value without guidelines, and volume per acre
With versus without . st N, L
quideline bids Number of Percent of without guidelines. No statistically significant
(% discount) paired bids total relationship was found to exist (p>.05) between any
> 0% 1 1.25% of these tract size variables and with-without
No Bid Difference 20 25.00% guideline bid differences. Additionally, the degree
<5% Small 10 12.50% : :
;’ & : 0° of correlation between these variables and per cord
6'10g° Smaller 14 17.50 OA’ bid difference among each pair is modest
ié:;g{;‘; ﬁg:g ﬁ igggg (maximum r =.26) (Figures 8, 9, and 10). The
21-25% Smaller 6 7 50% results suggest that the magnitude of discount that
26-30% Smaller 2 2.50% timber harvesters assigned to stumpage bids when
31-35% Smaller 2 2.50% guidelines were required was not significantly
36-40% Smaller 2 2.50% influenced by the number of tract acres, total
TOTAL: 80 100.00% appraised tract value, or appraised volume per acre.
$5.00
$4.00
= $3.00 —
-8- o —
5 —
o $2.00 —
$1.00 |
16 8 5 24 m 11 11
$0.00
<15 15-20 20.1-25 25.1-30 30.1-35 35.1-40 > 40
Acres

Figure 8. Summary of the differencein bid price ($/cord) in “with” and “without” guideline paired bids by tract size
(acres) among the 23 study tracts sold. Number inside bar indicates number of paired bids.

Influence of Bidding Activity Per Tract on With-
Without Bid Differences

Information on the number of paired bids
submitted on each tract was not made publicly
available until the time the bids were opened and
tracts awarded. Follow-up discussion with agency
personnel managing the auctions confirmed

requests for this information were not made.
Nonetheless, general knowledge of bidder interest
in aparticular tract may have existed among timber
harvesters.
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Figure9. Summary of the differencein bid price ($/cord) for “with” and “without” guideline paired bids among the 23 tracts sold by

appraised tract value. Number inside bar indicates number of paired bids.

Figure 10. Summary of the difference in bid price ($/cord) for
“with” and “without” guideline paired bids among the 23 study
tracts sold by stand volume (cords/acre). Number inside bar
indicates number of paired bids received.

To assess the influence bid activity had on
bidding behavior for a particular tract, the
difference in paired bids with and without the
regquirement to use guidelines was compared to the
number of paired bids submitted on that tract.
Presumably, a priori knowledge about the level of

competition for a particular tract could result in a

:Zz N small difference in paired bids when bidding is
42.5 - extensive. Conversely, minimal demand for atract
T 2.0 | might lead timber harvestersto more heavily
8 ™™ discount with guideline bidsin an attempt to pass
4 $1.5 ] these coststo landowners. Figure 11 indicates the
$1.0-— T mean with-without bid difference by number of bids
80571 8 23 25 20 submitted on individual tract. Correlation between
$0.0 | | these two variables is quite weak (r=.19) and no
<20 20-30 31-40 >0 statistically-significant relationship exists between
Cords Per Acre bid difference and number of bids submitted per

tract (p>.05), suggesting the number of paired bids
received on atract had little influence on bid
discounts offered when guidelines were required for
the tract.

Winning Versus Losing Bids

Was the difference in willingness to pay (per
cord) for timber distinct anong the winning bids as
compared to bids that were unsuccessful? The per
cord bid difference for the 23 winning bids
averaged $1.80, whereas the mean bid difference
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Figure11. Summary of the difference in bid price ($/cord) by the number of paired bids submitted per tract among the 23 study tracts

sold. Number inside bar indicates number of paired bids received.

for the remaining 57 paired bids was $3.00 per cord
(p<.05); a$1.20 per cord difference. Caution
should be used in interpreting these results,
however, asthe harvest treatment selected for each
tract determined, in four instances, the winning bid.
In these cases, the tract’ s winning bid would have
been awarded to another bidder had the harvest
treatment selection for that tract been different. If
that had happened, the mean differencein paired
bid val ues between the two groups (i.e., winning
versus losing bids) would have been only $0.96 per
cord.

Paired Bids with No Bid Difference

Twenty paired bids (25 percent of all paired
bids received) did not differentiate awillingnessto
pay for stumpage based on the requirement to use
guidelines when harvesting timber. Asagroup,
these 20 represent the largest single category of
paired bids submitted. The individuals who
submitted these bids were not transferring any
guideline-related costs they may incur to forest
landownersin the form of lower stumpage prices.
Of interest is assessing whether the bidders and/or

tracts had common characteristics that might help
explain this bidding behavior.

Tract Characteristics

No distinct patterns are evident in the
characteristics of tracts receiving the 20 paired bids
that did not differentiate a willingness to pay for the
guidelines. Paired bids with no differencein the per
cord price were submitted across the entire range of
tract size receiving bids, from the smallest (12
acres) to the largest (44 acres) of the study’ s tracts
(Figure 12). The“no difference” paired bids were
also not confined to tracts with specific stocking
characteristics. Half of such paired bids were
submitted on tracts with 11 to 30 cords per acre
merchantable timber volume, and half on tracts with
stocking levels ranging from 31 to 54 cords per
acre. Thetotal number of bids received per tract
where at least one of the paired bids showed no bid
difference ranged from as few as one to as many as
seven (Table 9). Seven (35 percent) of the 20 “no
difference paired bids’ submitted were for tracts
receiving bids from six individuals. A fourth of the
no difference paired bids were submitted for tracts
that received bids from two individuals. Four (20
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Figure 12. Summary of the bids by tract size (acres) where there was no difference between paired “with” and “without” guideline

bids for the 23 study tracts sold.

Table9. Distribution of tracts bid on by individuals
submitting zero-difference bid pairs.

Number of
tractsreceiving
$0 discount bids

Paired bids
received/tr act

NOoO O~ WNE
P~NNOMOE

percent) paired bids with no per cord difference
were submitted for tracts where the total number of
paired bids equaled three.

Bidder Characteristics

Individuals submitting paired bids with equal
per cord value bid on as few as one to as many as
six tracts (Figure 13). Interestingly, every
individual who did not differentiate their per cord
bid price with and without guidelines did so on all
study tracts on which they submitted bids. This
bidding consistency suggests these individuals did
not perceive additional guideline-related timber

harvesting costs or were unable or unwilling to pass

any such costs along to forest landowners across a
range of harvest sites.

Predisposition to be the Winning Bid

Did those bidders who did not discount
stumpage bids when required to apply timber
harvesting guidelines end up purchasing a greater
percentage of study tracts than bidders who
differentiated stumpage? Of the 23 tracts receiving
one or more paired bids, 15 (65 percent) had at |east
one paired bid with no difference in per cord
stumpage value based on whether guidelines were
required. Nine of these 15 tracts (60 percent) were
awarded to bids containing no difference in with-
without guideline stumpage bids. Three of the 15
tracts received two or more paired bids with no
differencein per cord value. For thesethree tracts,
these no difference pairs of bids represented 50 to
100 percent of all paired bids submitted on that
tract, and ended up being the winning bid for that
tract. The prevalence of multiple equal value paired
bids on these three tracts suggests the tracts may
contain certain characteristics that tend to minimize
the cost of implementing the guidelines used in this

study.
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Figure 13. Summary of the number of tracts bid by individuals submitting no difference between paired “with” and “without”

guideline bids for the 23 study tracts sold by number of bids received.

Efforts to Reduce Strategic Bidding

The potential existed to have study results
biased by strategic bidding behavior. Care was
taken in designing the study to reduce the likelihood
that loggers would submit bidsin an attempt to
influence study outcomes. While not completely
controllable, elements of the study that discouraged
loggers from submitting bids that are not reflective
of their true willingness to pay for timber stumpage
included:

Bidding was not hypothetical. All 27 tracts
offered for sale were sold to the highest
bidder for the harvest treatment selected.
Presumably, biddersinterested in
demonstrating that guideline-related timber
harvesting costs are not being passed on to
forest landowners would have submitted
paired bids of equal value per cord. The
risk of such a strategy is that a bidder may
have ended up purchasing stumpage at a
higher price than would otherwise be paid if
the tract had been sold with the requirement
to use guidelines. Thus, one might expect
paired bids on atract with equal per cord
price to be lower than paired bids with a
price differential. Such a strategy would be

an attempt to minimize the likelihood that
the bidder is awarded the tract at a price
higher than they would otherwise be willing
to pay when guidelines are required.
Analysis of submitted paired bids
indicates just the opposite. The “with
guideline” portion of paired bids with equal
value averaged more than $5 higher than
the average “with guideling” bid when
paired bids were different (average of
$28.60 and $23.13 per cord, respectively).
The results suggest timber harvesters' bids
that did not differentiate stumpage bids
based on the requirement to use guidelines
were, indeed, competitive. In fact, nine of
the 15 tracts receiving at |east one paired
bid with no differencein price were
awarded to bidders who did not
differentiate stumpage bids based on the
requirement to apply guidelines.
Timber auctions used a sealed bid format.
The study’ s sealed bid format provided
timber harvesters the opportunity to bid
only once on each study tract. All bids
were submitted in writing and bidders were
generally unaware of the level of bidding
activity on a particular tract. Further,
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loggers bidding on multiple tracts did not
have knowledge of prior bidding success
when subsequent bids were submitted.
These factors all tended to elicit alogger's
true willingness to pay for the stumpage.
Thisisin contrast to tracts sold at an oral
auction where bids on specific tracts can be
substantially influenced by prior bidding
success, the level of bidding activity, and
knowledge of other bidding parties.

» Harvest treatments for each study tract had
an equal probability of selection, and
treatment assignments were not made
known until the bids were opened. All
public notices advertising the sale of the 27
tracts stated the harvest treatments would be
randomly selected with an equal probability
assigned to each treatment. The study
investigators made treatment selections
only after the conclusion of each tract’s
bidding period. Land management agency
personnel were informed of the treatments
assigned to each tract just prior to awarding
the sales. Thus, paired bids were submitted
without a priori knowledge by prospective
buyers of harvest treatment assignments
and, presumably, reflected an unbiased
estimate of willingnessto pay for each tract
with and without the requirement to apply
the guidelines.

Figure 14 illustrates the cost per cord difference
among each bid pair for the 80 paired bids
submitted. With the exception of the paired bids of
equal value, the distribution appearsrelatively even
across the entire range of bid differences,
suggesting the perceived effect of guidelines on the
cost of harvesting timber was quite variable among
bidders. Factorslikely influencing this perception
among individual timber harvesters include physical
attributes of the harvest site, the operator’s
proficiency applying the guidelines and production
efficiency, and type of harvesting equipment used.
Whether the preponderance of no differencein
paired bidsis afunction of logger’ s perception that
guidelines have minimal impact on harvesting costs,
an unwillingness to pass guideline-related costs to
forest landownersin the form of lower stumpage
prices, or strategic bidding behavior is not known.

Guideline-related Costs on
Timber Sale Set-up

Data associated with the agency’ s time required
to prepare each tract for public auction was
collected on al 27 tracts offered for sale. Dataon
one tract was deleted from the analysis because it
was deemed to beincomplete. Total nonguideline
and guideline sale set-up time required to prepare
the 26 tractsis summarized in Table 10. On
average, agencies spent just less than 13 hours to
prepare atract “without” guidelines vs. almost 20
hours (a 54 percent increase) when guidelines were
included as part of the sale provisions. Total sale
set-up time for individual tracts with guidelines
ranged from just less than five to nearly 45 hours,
with additional preparation time attributed
specifically to guidelines aslow as 2.51 and as
much as 17.5 hours.

When evaluated on a per acre basis, the set-up
time required to prepare atract for auction with
guidelines was significantly greater than when no
guidelines were required (p<.01). Total
administrative time to prepare atract for harvest
that included guidelines averaged dlightly less than
one hour (56 minutes) per acre. This comparesto
the average time of 36 minutes per acre to prepare a
tract for auction when guidelines were not
specified. At the margin, timber harvesting
guidelines added an average 0.34 hours per acre—a
57 percent increase over timber sale preparation
costs absent guidelines. When the guidelines were
included, the total time to prepare individual tracts
for auction ranged from 0.29 to 2.35 hours per acre,
with the additional time attributed specifically to
guidelines as low as 0.1 to as high as 0.92 hours per
acre.

Figure 15 indicates the average per acre set-up
time associated with each of the major tasks on the
26 tracts in which detailed information was
available. Thefirst five set-up taskslisted in the
figure (i.e., writing up sale specifications, identify
landing locations, identify roads and water crossing
locations, estimating the sale volume within the
inclusion, and marking the inclusion) are associated
with incorporating the guidelines. Half of all
guideline-related sale preparation time (0.17 out of
0.34 hours per acre) was incurred in writing the sale
specifications needed to advertise the tract for
auction. Writing up the timber sale specifications
to include guidelines increased the amount of time
required to perform thistask from 0.14 hours per
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Figure 14. Distribution of differencesin bid prices for paired

bids ($/cord) within the 23 study tracts sold.

Table 10. Summary statistics of sale set-up time with and without guidelines.

Hours per tract Hours per acre

Nonguideline Guideline Total Nonguideline Guideline Total
related time related time time related time related time time
MEAN 12.89 7.01 19.89 0.60 0.34 0.94
STD DEV 6.68 3.93 9.65 0.37 0.22 0.57
MAX 27.22 17.50 44.72 158 0.92 2.35
MIN 242 251 4,93 0.14 0.10 0.29

N 26 26 26 26 26 26

acre (without guidelines) to 0.31 hours per acre
(with guidelines). The other guideline-associated
administrative tasks (i.e., identifying the placement
of landings, roads and water crossings, and marking
and estimating timber volume in the inclusion) each
were found to impose minimal additional sale set-up
time. In aggregate, these tasks added 0.17 hours per
acreto the time required to prepare the sale for
auction. Of these, marking and cruising the
inclusion added the most time, on average .12 hours
(seven minutes) per acre, whereas the marginal time
spent identifying the placement of skid trails, water

crossings, and landings averaged only .07 (four
minutes) per acre across the 26 tracts.

DNR and SLC Comparisons

The average time required for SLC to prepare
study tracts for auction was roughly double the time
needed for DNR study tracts, averaging 1.5 hours
and 0.8 hours per acre, respectively (Table 11).
Interestingly, the relationship between total
guideline- and nonguideline-related time for the two
agencies was strikingly similar. For both agencies,
the time required to incorporate the guidelines into
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Figure 15. Summary of time, by activity, to set up the 26 study tracts for sale (hours/acre).

Table 11. Comparison of sale set-up time between Minnesota Department of Natural Resources and St. Louis County
Land Department for 26 study tracts (hours/acre).

Agency Number of tracts Nonguideline Guiddine Total sale
offered for sale related time related time set-up time

MN Department of Natural Resources 22 0.5 0.3 0.8

S. Louis County Land Department 4 0.9 0.6 15

timber sales increased total sale preparation time by Financial Cost to Forest
approximately 60 percent. Although the number of

SLC tracts used in the study was limited (useable Landowners
data on sale preparation time was only available on
four SLC tracts), the differences in sale set-up time
between the two agencies are substantial. The
results suggest the procedures used by individual
agencies to incorporate timber harvesting guidelines
in timber sales can differ markedly.

The study demonstrates forest landowners are
incurring additional financial costs when
implementing Minnesota s timber harvesting
guidelines. Assuming the study tracts are
representative of timber harvesting and guideline
implementation practices found in Minnesota, the
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state’ stimber harvesters are passing, on average,
$2.66 per cord to landownersin the form of reduced
stumpage prices when guidelines are incorporated
into timber sales. That average amountsto a 10.1
percent reduction in stumpage revenues.

* Considering the average reduction in
willingness to pay for stumpage offered by
loggers when guidelines are required during
harvest and stand volume per acre within
the study tracts, forest landowners lost an
average of $71.02 per acrein timber
revenue when guidelines were required
($2.66 per acre x 26.7 cordd/acre) (Table
12).

* Inaddition, the use of guidelines decreased
merchantable timber available for harvest
by an average of 2.4 cords per acre. Atan
average “without” guideline stumpage bid
of $27.22 per acre across the study tracts,
the value of residual treesleft on the site
when guidelines were incorporated into the
design of the timber sale averaged $65.33
per acre (Table 12).

e Theprocess of planning and setting up any
timber sale requires personnel time both in
the office and in-the-field. That time
required to prepare atract for sale expanded
by more than 50 percent (20 minutes) when
guidelines were incorporated into a timber
sale. Assuming an opportunity cost of $20
per hour, the additional cost of preparing a
tract for sale when incorporating
Minnesota s timber harvesting guidelines
averaged $6.80 per acre (Table 12). If
there were additional coststo landowners
associated with timber sale administration
and sale closure, they would need to be
considered before atotal cost to landowners
could be calculated.

Collectively, the per acre financial cost of
implementing timber harvesting guidelines into
Minnesota timber sales as expressed by reduced
stumpage revenue, reduced timber revenue, and
additional sale set-up time averaged $143.15 for the
study tracts (Table 12).

Table 12. Average financial cost to forest landowners using Minnesota’ s timber harvesting guidelines based on study

tracts ($/acre).
Reduced pricefor Valueof residual Opportunity cost of Total
timber sold trees additional sale set-up time
Average Cost Per Acre $71.02 $65.33 $6.80 $143.15

Implication of Study Findings

The ecological benefits of implementing
sustainable timber harvesting practices have been
well documented. They include healthy and
resilient forests, greater diversity of biological
resources, increased forest productivity, reduced
s0il erosion, clean water, enhanced fisheries and
wildlife habitat, and improved visual appeal of
timber harvesting operations. Elusive, however, has
been a description and quantification of the
tradeoffs associated with applying these practices,
particularly to those who own the land or harvest
the timber. Thisstudy has, for thefirst time,
attempted to empirically quantify the financial cost
to forest landowners who apply Minnesota’s timber
harvesting guidelines. The study found that

implementing guidelines has an average financial
cost to forest landowners of $143 per acre as
represented by reduced stumpage prices, foregone
value of trees|eft on site, and additional time
incorporating guidelines into timber sale
specifications. Assuming the tracts used in the
study are representative of Minnesota s timber sales
and associated harvesting practices, the benefits of
guidelines need to be worth, on average, at least
$143 per acre for their use to be justified on
economic grounds.

While the types and magnitude of guideline-
derived benefits are not appreciably different on
public and private forests, the extent to which they
are recognized by their respective owners varies
considerably. The benefits produced on public
forests from the application of sustainable timber
harvesting practices may easily justify their cost as
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these lands are managed for the production of both
market and nonmarket goods and services.
However, the extent to which these same benefits
are recognized by private forest landowners as
exceeding their cost of implementation isunclear.
While privately-owned forests are rarely managed
for maximum financial return, the perceived net
value associated with various management practices
such as guidelines will influence landowner land
management decisions. To the extent private forest
landowners recogni ze the collective economic and
environmental benefits of guidelinesfor being
greater than their cost, guidelines will be
incorporated in timber harvesting activities. Absent
benefits of this magnitude, financial support in the
form of incentives and/or compensation may be
needed if landowners are to routinely apply the
guidelines on avoluntary basis.

Range of Possible Policy Tools

With a public policy objective being the
widespread application of voluntary timber
harvesting guidelines, an important consideration
becomesidentifying an effective and efficient
means of encouraging forest landowners to adopt
these practices. Government commonly uses awide
range of policy tools by which to influence the
behavior of landowners and resulting management
of their forests. They include benign intervention
such as providing information education and
training to inform forest landowners about
sustainable forestry practices, economic incentives
such astax policy or cost-sharing programs to
encourage the application of specific practices, and
aggressive control of forest resource use through
regulation and government ownership. Information
on the “right mix” of such strategies that will result
in use of the guidelines by forest landownersis not
always available and straightforward.

MFRC Study of Policy Tool Use,
Effectiveness, and Efficiency

Previous research supported by the Minnesota
Forest Resources Council may be helpful in
identifying effective approaches for encouraging
forest landowners to use timber harvesting practices
that accommodate ecological, environmental, and
aesthetic considerations. As part of alarger study
to assess the financial effects associated with
implementing Minnesota s timber harvesting and
forest management guidelines, forestry

administratorsin all states and provinces were
surveyed to assess the use, effectiveness, and
efficiency of public policy tools. It was reported
that states and provinces use avariety of policy
tools to encourage forest landowners to apply
timber harvesting guidelines (Kilgore and Blinn
2003). Thereported effectiveness and efficiency of
those tools varied considerably. Of the 51 forestry
administrators who responded to the survey, the
most common approaches used to encourage forest
landowners to apply timber harvesting guidelines
were technical assistance (47 states/provinces),
education (46 states/provinces), and cost-share
programs (28 states/provinces) (Kilgore and Blinn
2003). Collectively, these three policy tools
accounted for 88 percent of all state and provincial
programs directed at encouraging forest landowners
to use guidelines. Theremaining 12 percent was
roughly split between grants (nine states), premium
prices for products (three states), and preferential
access to contracts and loans (two states each) when
landowners are determined to be in compliance with
the guidelines.

Kilgore and Blinn (2003) reported that technical
assistance programs are considered the most
effective policy tool for encouraging forest
landowners to apply timber harvesting guidelines
with amean rank of 3.18 (1 = low effectiveness; 4
= high effectiveness). Effectivenesswas defined as
ameasure of how well apolicy tool isachieving its
intended objective or outcome with regard to
guideline implementation. Cost-share and
education programs, two additional strategies
commonly used to encourage landowner use of state
guidelines received a mean score of 3.00 and 2.89,
respectively. Respondents suggested that sustained
and adequate funding can be significant barriersto
long-term program effectiveness. The nine states
with grant programs for forest landowners gave the
programs a mean effectiveness score of 2.70.

While not used extensively, price premiums and
preferential access to contracts had effectiveness
ratings of 2.50—only modestly effective at
increasing guideline use among landowners. Both
states with landowner loan programs rated them as
having low effectiveness (1.00) (Kilgore and Blinn
2003).

The efficiency of different programs can be
assessed through an evaluation of the extent to
which program benefits exceed costs. Using ascale
of 1to 4 (1 indicates that the investment greatly
exceeds the payoff, whereas 4 indicates the level of
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the payoff greatly exceeds the investment), forestry
agency administrators felt technical assistance
programs yielded the greatest return of all
approaches used to encourage forest landowners to
apply timber harvesting guidelines, with amean
score of 3.36. This approach was also considered
the most effective in securing increased landowner
use of timber harvesting guidelines. Education
programs were the second highest rated approach in
terms of efficiency with a score of 3.14, athough it
ranked third overall in terms of effectivenessin
influencing landowner behavior about using
guidelines. Cost-share programs, which were
considered the second most effective policy tool,
ranked third in terms of efficiency (rating of 3.00).
The two states with landowner loan programs
considered the benefits from such programs as less
than the investment (efficiency rating of 1.00)
(Kilgore and Blinn 2003).

Discussion with state forestry officials
suggested that tax incentives and cost-share
programs are a new and emerging tools for
encouraging application of forest management
guidelines by forest landowners (Kilgore and Blinn
2003). These programs provide financial incentives
to landowners to compensate them for benefits of
applying guidelines that largely accrue to society
(e.g., clean water, visua quality, protection of
cultural resources) but have no direct benefit to the
landowner (e.g., installation of water diversions,
selection harvesting in ariparian management
zone). Asguidelines largely provide societal
benefits, public funding of tax incentives and cost-
share programs may increase in the future.

Example Forest Landowner
Assistance Program

An example of a state program designed to
recognize the contributions private forest
landowners make to the protection of riparian
wildlife habitat and assist private forest landowners
in carrying out practices that protect this habitat is
Washington’' s Forestry Riparian Easement Program.
This private forest cost-share program is
administered through the Washington Department
of Natural Resources
(http://www.wa.gov/dnr/sflo/frep/#). Itis part of
Washington's Small Forest Landowner Office
which serves as aresource and focal point for small
forest landowner concerns and policies
(http://www.wa.gov/dnr/sflo/). Recognizing the

public value of leaving timber in riparian areas, the
Forestry Riparian Easement Program partially
compensates eligible small forest landownersin
exchange for a 50-year easement on “qualifying
timber.” Thisistimber the landowner is required to
leave unharvested as aresult of new forest practices
rules protecting Washington’ s forests and fish.
Landowners cannot cut or remove the qualifying
timber during the easement period. The landowner
till owns the property and retains full access, but
has “leased” the trees and their associated riparian
function to the state. Due to the program’s
popularity, landowner demand for easement funding
currently exceeds available resources.

Program Design Considerations

The timber harvester bidding behavior revealed
through this study sheds considerable light on the
extent to which any perceived cost of applying
timber harvesting guidelines are, in fact, being
passed on to forest landownersin the form of lower
stumpage prices. Thisinformation will be
extremely useful in the design of policiesand
programs aimed at encouraging widespread use of
the guidelines among forest landowners. Whileitis
convenient to focus on a single number (i.e., $2.66
per cord) as the stumpage revenue loss forest
landowners incur when using timber harvesting
guidelines, such afocus can be misleading. The
discount in stumpage prices offered by timber
harvesters facing perceived increased harvesting
costs as aresult of guidelines varied considerably,
ranging from a slight premium to nearly a40
percent discount. Further, fully one-quarter of all
bids submitted through this study did not discount
stumpage bids when faced with the requirement to
apply guidelines during the harvest operation.
Similarly, while the guidelines increased agency
timber sale preparation time on average 20 minutes
(approximately 50 percent increase), the additional
time incurred by forest land managers in preparing
timber sales when guidelines are included ranged
from afew minutes to nearly an hour per acre.

Clearly, the impact of guidelines on harvest
costs, the value of merchantable wood |eft on the
site, and timber sale administration is influenced by
many variables. These include individual
proficiency in using the guidelines, business and
organizational policies and practices, site and
timber sale characteristics, and overall market
conditions. The volume and value of merchantable
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wood left on site and the sale set-up time also
varied. To the extent possible, this variability needs
to be considered in the design of strategiesto
mitigate adverse financial effects of timber
harvesting guidelines on forest landowners.

Future Research Needs

This study has quantified the extent to which
forest landowners bear any preharvest cost for
implementing Minnesota s timber harvesting
guidelinesin terms of reduced stumpage prices,
foregone timber revenue, and additional time spent
preparing atract for sale. The study did NOT,
however, identify the magnitude of the total costs
resulting from implementation of the guidelines.
That is, it does not provide information about the
total costsincurred by timber harvesters during the
harvest operation itself, or by the landowner as a
part of administering the timber salewhileitis
ongoing and later closing the sale. While this study
has made significant strides toward quantifying
some of the additional financial costs associated
with implementing sustainable timber harvesting
practices, additional studies are needed to complete
the assessment. Each of these additional needsis
described below.

Assessing Factors Influencing Timber
Harvester Willingness to Pay for Stumpage.
Little is known about the various factors that
influence atimber harvester’ s willingness to pay for
stumpage in light of new guidelines that may
increase harvest costs. Possible influences might
include bidder harvesting experience, type of
equipment to be used, site characteristics, market
conditions, and perceived operator proficiency at
implementing specific guideline practices.
Additional information about each firm’s business
characteristics and approach used to develop bid
estimates on the 23 study tracts could be used to
further analyze bid pricing strategies and to help
explain the variability among bids.

Assessing Timber Harvesting Costs.
Tracking the total costs for timber harvestersisa
daunting task, given the range of operators (e.g.,
low vs. high volume producers), equipment mix
(e.g., differencesin felling machines, skidders, and
forwarders), operating conditions (e.g., topography,
stand density, season), prescriptions (e.g., selection
harvesting vs. clearcutting), and needs for

guidelines on-site (e.g., riparian management zones,
leave trees, stream crossings) across the state.
While time study data collection with stopwatches
has been a commonly applied approach for
assessing differences in costs and productivity, itis
both labor and time intensive. Assuch, itis
difficult to sample the full range of factors which
impact logging. New metering and sampling
technology that now allow researchersto study a
number of operators over the course of several
months might be one lower-cost method of
collecting useful information. An advantage of
using such equipment is the possibility of collecting
data over a broad range of factors such as site
conditions, operators, and season of harvest.
Employing this technology would enable an
assessment of the impact Minnesota' s guidelines
have on timber harvesting productivity and
associated variable operating costs.

Further Study of Landowner Costs. This
study documents the extent to which timber
harvesting guidelines impose additional set-up time
to forest landowners when preparing timber tracts
for sale. Unknown isthe extent to which
landownersincur additional costs during the
administration of atimber sale that incorporates
guidelines such as meeting with the stumpage buyer
to discuss contract terms, reviewing ongoing harvest
operations, and closing the timber sale. Once these
costs are quantified, a survey of foresters could
identify unique and/or cost-effective ways for
dealing with additional time requirements for
implementing guidelines during the timber sale
design, administration, and closing processes

Quantifying Landowner Perception of
Guideline Benefits. Our understanding of the
financial costs to forest landowners who choose to
implement Minnesota s timber harvesting
guidelines has been strengthened considerably by
the data generated from this study. Knowing the
magnitude of guideline costs to landowners
increases our ability to assess tradeoffs associated
with the application of these practices. While the
types of benefits guidelines provide are fairly well
documented (e.g., protection of water quality, plant
and animal species and their habitats), the
magnitude by which these benefits accrue is not
well understood. Empirical studies of guideline
benefits (e.g., effectiveness monitoring, surveys of
landowners and the public) would help resource
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managers and policy makers better understand the
net value attributed to the use of timber harvesting
practices.
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Appendix A—Timber Sale Administration Time Sheet
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Timber Sale Administration Time Sheet

Sale I dentification Number County

St. Louis County Land Dept. Office Township/Range/Section

Use this form to record the time spent performing each activity listed below. Use a separate form for
each timber sale that is part of the guideline economic study. All entries should include only the
ACTUAL TIME spent conducting the activity. Do not include travel time.

*** NOTE: All time entries should be rounded to the nearest 10 minutes. ***

TIME SPENT
ACTIVITY DATE(S) | ONACTIVITY
Hours | Minutes

INDIVIDUAL (S)
CONDUCTING TASK

Identifying & Marking Sale Boundaries.

Estimating Sale Volume.
(e.g. cruising time)

Guideline-Related Activities

Planning & Marking the Boundary of the
10% Partial Harvest Inclusion.

NOTE: Do not mark individual treeswithin
the 10% inclusion. This should be an

unmar ked thinning where the operator selects
the trees for harvest with forester direction.

Estimating Sale Volume Within Inclusion

Identifying Placement of Access Road(s),
water crossingsand Water Diversion(s).
(on-siteor from photos)

Identifying the L ocation of Landing(s).
(on-siteor from photos)

Timber Sale Specifications Write-Up

Timber Sale Bid Specifications -- 2 for each Without

tract. (e.g., appraisal form; creating site Guidelines
map, calculating volumes, writing regs., etc.)
NOTE: The“ Without Guidelines’ sale bid o

specifications should be written up first.

Comments:

Return the completed form to:
Mike Kilgore
Dept. of Forest Resources, University of Minnesota
115 Green Hall, 1530 Cleveland Ave N, St. Paul, MN 55108
Phone: 612-624-6298 FAX: 612-625-5212 E-mail: mkilgore@umn.edu




Appendix B—Sample DNR Timber Appraisal Reports
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WITH GUIDELINES

NA-02136-05
(Part B) 6/00

T Permittee State Forast Sale Typs RAD Permit Number

28 - Koochiching Intermediate 261
Legal Description Section Township Range County Parmit Date

1 SESW, W1/28E1/4 14 069 24w 36 - Kooch
CUTTING REGULATIONS Scale (MarkOne) | | 4" to Mile 8" to Mile

| -Reserve Area - Nocutting W\ - Permit Area [ T R TN -
000 - Natural Boundary Line XXX - Reserve Line - Blue Paint I |} '.? -

| |} Selective Harvest Area — 50 % of merchantable volume to be :

removed during hanest. Avoid damaging leave trees. R
An on-site meeting with the Forest Officer must occur prior to starting sale. :

Reserve 6-10 scattered leave trees per acre greater than 8" dbh ! . LN
throughout the permit area. \\ ’: .
Keep felled trees within permit area. el

Leave dead trees standing where safety pemits. : \
Winter access only on frozen ground.

Access roads and landing must be approved by Forester prior to clearing.
Harvest operations will be haited if rutting occurs.

(1
AN

A

a

LASH DISPOSAL REGULATION \‘ (

Lop and scatter slash evenly within sale area.
All fops and slash brought fo landing must be hauled back out and !
scattered on site. :

Access across State land. : :

Winter access to permit, 1 3/4 miles south on North Galvin Line from
County Road #97.

Aspen averages 10" dbh, 6 - 7 sticks. Aspen includes 05% Balm.
Location of access road and landings are shown on map.

EOREST DEVELOPMENT PLANS ‘ '
Aspen age is 59 years, Sl averages 71. Lat:48.46485
Natural regeneration to Aspen. LOIlg:-93 38 62 5

Bid + / . Top Diameter Appraised Appriased U .
SOAV * Species Product Cords | MBF B B Price Valu Bid Price Bid Value

+ Aspen Pulp and Bolts 340 4" 8" $24.00 $8,160.00

Polesizes | 10 | 12 s 6 | 20 [ 25 | 30 | 35 | 40 | Advance
Pole Prices | | f | Payment

PULP, BOLTS, i
ULP, BOLTS, POLES BREAKDOWN PRICE (Using PGF) Acres 12 acres soton | Lond | Foryor | %ot

Species % Bolts_| % Poles Pulp Boits Poles s T Pres. Acres | P Status Lot Value
Aspen 70% $27.00 | $36.00 %] Y P8 1 Code os_|p
14 | Asp05 | 1113 [z [UP || 1a 09 SESW (

14 09 NWSE 55
14 09 SWSE 34

$1,224 | TOEIfPPEsed  $5,160.00 | Tota Bid Value

ment Factor and Addition marks:
Bid Type: 1

Soil Type(s): sandy soll over clay.
State Appraiser Signature ID# Date

0305 12/21/99

Program Forester Approval Date
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WITHOUT GUIDLLTINES

An on-site meeting with the Forest Officer must occur prior to starting sale.

TIMBER APPRAISAL REPORT

NA-02136-05
(Parl B) 6/00

Pemittee State Forest Sale Type RAD Pemit Number

28 - Koochiching Intermediate 261
Legal Description Section Township Range County Permit Date
SESW, W1/2SE1/4 14 069 24W 36 - Kooch
Scale (Mark One) X | 4" to Mile 8" to Mile
| Reserve Area - No cutting W\ - Permit Area ialagiauiaaiend “sllen ndiic X SR S - -=

000 Natural Boundary Line XXX - Reserve Line - Blue Paint — e 1&,“1 e

Keep felied trees within permit area.

Winter access only on frozen ground.

Access roads and landings must be approved by Forester prior to clearing.
Harvest operations will be halted for excessive rutting.

LASH DIS| AL REGULATIONS
Lop and scatter slash evenly within sale area.
Pile any stash or tops, if brought to landing.

REMARKS

Access across State land.

Winter access to permit, 1 3/4 miles south on North Galvin Line from
County Road # 97.

Aspen averages 10" dbh, 6 - 7 sticks. Aspen includes 05% Balm.

EOREST DEVELOPMENT PLANS
Aspen age is 59 years, Sl averages 71.
Natural regeneration of site back to an aspen type.

Lat:48.46485

Long:-93.38625 W
Bid +/ ; Top Di Appraised Appriased s N
SOAV * Species Product Cords { MBF Bulp B Price Value Bid Price Bid Value
+ Aspen Pulp and Bolts 375 4" 8" $24.00 $9,000.00
PoleSizes | 100 | 12 14 16' 20' [ 25' [ 30' | 35" | 40' | Advance Total Appraised .
Pole Prices | | 1 Paymont 31,350 Vidpe $9,000.00 | Total Bid Value
PULP, BOLTS, POLES BREAKDOWN PRICE (Using PGF) Acres 12 acres. sotan | om0 | Foryor [ %ot
Species % Bolts | % Poles Pulp Bolts Poles s C. Tyoe Pres. Acres | P Status Lot Value
Aspen 20% $21.00 | $36.00 ec | < Typ Code D/S p
14 | Asp-05 113 13/12 UP 14 09 SESW 11
14 09 NWSE 55
14 09 SWSE 34
Price Adjustment Factor and Additional Remarks:
Bid Type: 2
Soil Type(s): Sandy over Clay
State Appraiser Signature ID# Date
0305 12/31/99
Program Forester Approval Date
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Appendix C-Sample Sale Advertisement
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INTERMEDIATE AUCTION - SALE # 1 - November 22, 2002 .

TRACT 11 COUNTY: KOOCHICHING AREA: LITTLEFORK
ACRES: 12

Permit # X2558

SESW, NWSE, SWSE of Sec. 14, Twp. 069, Rge. 24W

Appraised
Pct Unit
Species Product Bolts Volume Unit $Price $Value
ASPEN P/B 20 340.00 CDS 24.900 8160.00
Total Value = $8160.00
Advance Payment = $1224.00

WINTER ACCESS ONLY ON FROZEN GROUND - ACCESS ACROSS STATE LAND.
WINTER ACCESS TO PERMIT 1&3/4 MILES SO ON N GALVIN LINE FROM CTY
RD 97

WITHIN INCLUSION, CUT/REMOVE UP TO 50% OF THE MERCHANTABLE BASAL
AREA.

WITHIN SALE AREA, RETAIN 6-10 TREES/ACRE. 3 YR SALE. KEV
OLSON/INTL FL

BID TYPE 1 - TRACT 11. MUST BE BID WITH BID TYPE 1 - TRACT 12.
ASPEN INCLUDES 5% BALM OF GILEAD; AVG 6-7 STICKS / 10" DBH

TRACT 12 COUNTY: KOOCHICHING AREA: LITTLEFORK
ACRES : 12

Permit # X2559

SESW, NWSE, SWSE of Sec. 14, Twp. 069, Rge. 24W

Appraised
Pct Unit
Species Product Bolts Volume Unit $Price %Value
ASPEN P/B 20 375.00 CDs 24 .00 9000.00

Total Value = $9000.00
Advance Payment = $1350.00

WINTER ACCESS ONLY ON FROZEN GROUND - ACCESS ACROSS STATE LAND

WINTER ACCESS TO PERMIT 1&3/4 MILE SO ON N GALVIN LINE FROM CTY RD
97

ON-SITE MEETING W/FOREST OFFICER MUST OCCUR PRIOR TO SALE ENTRY.

THREE (3} YEAR SALE. KEVIN OLSON / INTL FALLS

BID TYPE 2 - TRACT 12. MUST BE BID WITH BID TYPE 1 - TRACT 11.
ASPEN CONTAINS 5% BALM OF GILEAD; AVG 6-7 STICKS / 10" DBH
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Appendix D—-Forest Guideline Study Sites Bidding Instructions
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Saint Louis County

Land Department » 320 West 2nd Street, Room 607, Gov't. Serv. Cntr. = Duluth, MN 55802
Phone: (218) 726-2606 -« Fax: (218) 726-2600

David J. Epperly
Land Commissicner

Forest Guidelines Study Sites Bidding Instructions
Mark E. Reed
Deputy Land Commissioner
November 20, 2002

Dear Prospective Timber Purchaser,

The St. Louis County Land Department is participating in a study developed for the Minnesota Forest Resource
Council to evaluate Site Level Forest Management Guideline implementation costs. As a part of this study, we are
offering a select number of tracts that will be a part of this study.

NOTICE: There is an unusual bidding procedure for this sealed bid auction. Due to the nature of the study, tracts
will be offered in pairs. Both tracts in a pair are the same forest stands (acreage and location), but are offered with
different sale regulations. An eligible bid must provide a bid for each tract in a pair, a separate bid for each tract.
Through a random selection process, only one tract in each pair will be sold. The highest bidder for that tract will
be awarded the sale.

A $300 bid bond, i.e. personal check, payable to the St. Louis County Auditor is required and must be included in
the envelope provided for-the bid form. One bid bond will cover all tract bids (including the Special Forest
Guideline Study Site Tracts) and will be returned if the bids are not the successful bidder. For a successful bidder,
the bid bond will be applied to the down payment on the first tract awarded.

Instructions for bidding on pairs of tracts:

1) Contact the Area Office as explained on the Notice of Sale and indicate which pair of tracts you are
intending to bid.

2) The Area Office will mail you the appraisal sheets for each tract in which you expressed interest, as well as
bid sheets and bid envelopes for each tract.

3) Complete the bid sheet for each tract you wish to bid on. You must bid on both tracts in a pair for your
bid to be accepted.

4) Mail your bid sheets to the Land Commissioners Office in the provided bid envelopes by the closing date.
Each tract must have a separate bid envelope and a bid bond check must be included in one of the
bids. (Checks will be returned for losing bids.)

Please follow the above directions carefully if you intend to bid. If bids are received for only one tract in a pair,
they will be returned. If a winning bidder does not submit a bid bond check for $300, the next highest bidder will
be awarded the sale.

Thank you for expressing an interest in bidding on tracts on this sale as a part of the Minnesota Forest Resource
Council study of forest management guideline costs. If you have any questions regarding the sealed bid auction,
please contact Mark Reed or Mark Weber at 218-726-2606.

Sincerely;

David Epperly
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