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Abstract 

Incentives have played an important role in forestry accomplish- 
ments on private forest lands. Direct cost-share assistance 
programs, such as the Forestry Incentives Program, stimulate 
additional accomplishments in greater proportion than their 
actual inputs. Two States currently operate their own "incen- 
tives" programs. In addition, the Pacific Northwest Regional 
Commission has provided funding to supplement Federal cost- 
sharing in Washington, Oregon, and Idaho. 

In 1974 the Forestry Incentives Program treated 257,000 acres 
on 15,800 separate tracts of forest land. Tract size averaged 
better than 15 acres with more than three-fourths of the tracts 
treated exceeding a production capacity of 85 cubic feet/acre/ 
year. Treatment costs are similar to those experienced on 
industrial and Federal lands. 

It is a pleasure to be back in Maine again with old friends. 
I spent 4 days here in early May visiting some of the woodlands 
in which we have invested cost-share funds. You currently have 
here in southern and western Maine a market situation second to 
none. This is ideal, for it enables a forester to look at all 
possibilities of getting stand treatments accomplished. But 
I'm getting ahead of myself. Let's back up a little and get our 
perspective set on incentives programs in general--what they 
are--where they came from--how they operate. 

Many of our direct llincentivesll programs have been in 
operation for several decades. Programs such as cooperative 
fire protection and nursery production have been on the scene 
for more than 50 years. The Agricultural Conservation Program 
(ACP), under one or more names, has been around since 1936. 
Forest management assistance, which was formalized by the CFM 
Act of 1950, really had its beginning in the Norris-Doxey Act 
of 1937. And the latest, the Forestry Incentives Program (FIP), 
has been in operation for only a little more than 2 years. 



During these  years  we have come t o  accept  t h e s e  programs a s  
being b a s i c  t o  t h e  accomplishment of  f o r e s t r y  measures on ce r -  
t a i n  p r i v a t e  lands.  Events over t h e  pas t  few years  i n d i c a t e  
t h i s  a t t i t u d e  may be changing f a s t .  The r e s c i s s i o n  (and de fe r -  
r a l s )  requested on FIP and ACP i n  t h e  pas t  two congress iona l  
s e s s ions  and t h e  proposed phasing out  of  t h e  Clarke-McNary 
Sec t ion  2 (CM-2) f i r e  p r o t e c t i o n  funding, a long w i t h  s i m i l a r  
a c t i o n s  i n  o t h e r  resource  programs, g ive  ample evidence t h a t  t h e  
Federal  r o l e  on p r i v a t e  lands i s  being s e r i o u s l y  reviewed, and 
i n  some a r e a s ,  questioned a s  t o  i t s  p rop r i e ty  o r  e f f e c t i v e n e s s .  
The P r e s i d e n t ' s  t r a n s m i t t a l  l e t t e r  t h a t  accompanied t h e  RPA 
documents t o  Congress s t a t e s  t h i s  i n  c l e a r  and unequivocal terms. 

Despi te  t h e  unprecedented demand f o r  Fores t ry  Incen t ives  
Program funds and i t s  accomplishments of  t h e  pas t  2  years  i n  
g e t t i n g  t r e e  p l an t ing  and TSI done on non indus t r i a l  p r i v a t e  
f o r e s t  l ands ,  c e r t a i n  groups and ind iv idua l s  i n s i s t  t h a t  d i r e c t  
Federal  i ncen t ives  have no p lace  on p r i v a t e  lands. They be l i eve  
that t h e  unhampered ope ra t ion  of  a  f r e e  market w i l l  t ake  c a r e  of 
t h e  demand o r  need f o r  f o r e s t r y  investments on these  lands .  

Are such "d i r ec t "  i ncen t ives  r e a l l y  necessary? This i s  not 
an  easy  ques t ion  t o  answer. Some s t u d i e s  have shown (Yoho and 
James, 1958) t h a t  landowners i n d i c a t e  they would have c a r r i e d  out  
f o r e s t r y  measures without  such a s s i s t a n c e .  Another r ecen t  s tudy 
(Gregersen, 1975) shows that 41 percent  of  landowners responding 
t o  a  ques t ionna i r e  ind ica ted  they could have earned an  a l t e r n a -  
t i v e  r a t e  of r e t u r n  without  t h e  cos t - share  a s s i s t a n c e .  I t  i s  
d i f f i c u l t  t o  know what a  person would have done i n  a  s i t u a t i o n  
he d i d n ' t  have t o  face.  We do know, however, t h a t  when cos t -  
sha re  a s s i s t a n c e  programs a r e  terminated,  such a s  was t h e  case  
i n  1972, TSI a c t i v i t i e s  on non indus t r i a l  p r i v a t e  lands drop 
d r a s t i c a l l y .  Tree p l an t ing  a c t i v i t i e s  do not r e a c t  t h i s  quickly.  
Records show that when REAP was terminated by Pres ident  Nixon i n  
December 1972, p l an t ing  and seeding a c t i v i t i e s  did diminish--but 
only by about 35,000 a c r e s ,  about 12 percent  below t h e  previous 
y e a r ' s  l e v e l .  Tree p l an t ing  a c t i v i t i e s  r e q u i r e  pre-planning, 
matched w i t h  t h e  a v a i l a b i l i t y  of nursery  s tock ,  and depending i n  
degree on s i t e  prepara t ion .  Thus, when cranked-up, t r e e  
p l an t ing  tends t o  be a  more s t a b l e  operat ion--not  r e a c t i n g  a s  
quick ly  t o  shor t - te rm f l u c t u a t i o n s  a s  i s  t h e  case  wi th  TSI. 

It i s  i n t e r e s t i n g  t o  note  t h a t  on t h e  non indus t r i a l  p r i v a t e  
f o r e s t  lands t r e e  p l an t ing  accomplishments reached a  peak i n  
1959 (1,465,000 a c r e s )  during t h e  S o i l  Bank days. There was 
ample funding from Federal  sources and t r e e  n u r s e r i e s  reac ted  
wi th  g r e a t l y  increased production. A s  t h i s  funding dropped o f f ,  
an  even deeper drop i n  t r e e  p l an t ing  a c t i v i t i e s  occurred. By 
1962, Federal  funding f o r  t h i s  purpose had decl ined t o  about 
$4 m i l l i o n ,  and t r e e  p l an t ing  dropped t o  l e s s  than 600,000 ac re s .  



TSI accomplishments peaked i n  1958 and decl ined u n t i l  1965, 
these  l e v e l s  being wholly dependent upon Federal cos t -share  
a s s i s t a n c e .  So t h e r e  seems t o  be l i t t l e  doubt that t h e  presence 
of Federal  i ncen t ives  payments a c t s  a s  a  c a t a l y s t ,  and i n  t h e  case 
of t r e e  p l an t ing  i n  a  g r e a t e r  proport ion than i t s  t o t a l  amount. 
The discouraging a spec t  is  t h a t  l e v e l s  of  accomplishment f o r  
bo th  p l an t ing  and TSI on these  ownerships a r e  woefully below the  
l e v e l s  needed--probably even below replacement of cu r ren t  l o s ses .  
The s i z e  of t h e  r e f o r e s t a t i o n  and stand improvement job i s  so  
immense--and t h e  ob jec t ives  o f  owners and c o n s t r a i n t s  f ac ing  
them a r e  s o  var ied- - tha t  a  wide v a r i e t y  of approaches ( inc luding  
f o r e s t  t a x  r e l i e f ,  loans,  insurance,  and many o t h e r  " ind i r ec t "  
i ncen t ives )  w i l l  be needed i f  t hese  lands a r e  t o  provide t h e i r  
commensurate sha re  of f o r e s t  products and se rv ices .  

L e t ' s  take  a  quick look a t  some of t h e  d i r e c t  i ncen t ives  
programs i n  opera t ion  now. 

Two S t a t e s  opera te  t h e i r  own "incent ives" programs - 
Virg in ia ' s  RT (Refores ta t ion  of Timberlands, 1971) program 

i s  r e s t r i c t e d  t o  t h e  p l an t ing  of  pine on p r i v a t e  lands ,  both 
i n d u s t r i a l  and non indus t r i a l .  It i s  financed by a  levy on t h e  
f o r e s t  products i n d u s t r i e s ,  Annual and/or  up-to-3-year con- 
t r a c t s  may be approved. The 1975 p lan t ing  l e v e l  under t h i s  
program exceeded 17,000 a c r e s  on 390 t r a c t s  of land. 

M i s s i s s i p p i ' s  FRDA (Fores t  Resources Development Act,  1974) 
program o f f e r s  both p l an t ing  and TSI p r a c t i c e s  on non indus t r i a l  
p r i v a t e ,  S t a t e ,  and municipal lands.  It i s  financed by a  s p e c i a l  
fund which inc ludes  t h e  pr ive lege  t a x  on timber and timber 
products and any monies appropriated the re fo r .  Other provis ions  
c lose ly  fol low t h e  Federal  FIP gu ide l ines ,  inc luding  bo th  s i t e  
prepara t ion/p lant ing  and TSI p rac t i ces .  

Using a  somewhat d i f f e r e n t  approach, t h e  P a c i f i c  Northwest 
Regional Commission has granted funds t o  t h e i r  t h r e e  S t a t e s  i n  
t h e  P a c i f i c  Northwest (Idaho, Oregon, Washington) t o  supplement 
t h e  r egu la r  FIP program i n  t h a t  region.  The Regional Commission 
granted $200,000 t o  each S t a t e  t o  provide incen t ives  t o  land- 
owners holding l a r g e r  t r a c t s  than those e l i g i b l e  under FIP and 
a l s o  t o  a s s i s t  small  f o r e s t  i n d u s t r i e s .  To d a t e  Oregon and 
Washington have go t t en  t h e i r  r e spec t ive  (OFIP and TIP)  programs 
underway, but  Idaho i s  not  y e t  opera t ive .  

Perhaps t h e  b e s t  known "incent ives" program i s  t h e  ACP 
(Agr i cu l tu ra l  Conservation Program). Or ig ina l ly  authorized i n  
1936 a s  a p a r t  of t h e  S o i l  Conservation and Domestic Allotment 
Act of 1936, i t s  o r i g i n a l  i n t e n t  was t o  prevent e ros ion  and 
s t a b i l i z e  r u r a l  economies. ACP has been (under a v a r i e t y  of 



acronyms) o f f e r i n g  cos t - sha re  a s s i s t a n c e  t o  a g r i c u l t u r a l  pro- 
ducers  f o r  a g r e a t  number of conserva t ion  p r a c t i c e s .  Two 
f o r e s t r y  p r a c t i c e s  have been o f f e red  along w i t h  o t h e r  county 
s p e c i a l  p r a c t i c e s  t o  so lve  l o c a l  problems unique t o  t h a t  a r e a .  
Representa t ive  Jamie Whitten, Chai3,man of t h e  Agr ioul ture  
Subcommittee, House Appropriat ions Committee, has t e s t i f i e d  
t h a t  more than  7 b i l l i o n  t r e e s  have been planted under t h e  ACP 
s i n c e  i t s  incept ion .  

I n  t h e  r ecen t  pas t  (1965-1971) funds f o r  f o r e s t r y  p r a c t i c e s  
under t h e  ACP averaged s l i g h t l y  over $4 m i l l i o n  each yea r  on 
about 380-390 thousand ac re s .  T h i r t y  t o  35 thousand landowners 
were a s s i s t e d  annual ly  by t h i s  pTogram. ACP has been unable 
t o  f o r c e f u l l y  address  t h e  backlog i n  f o r e s t r y  t rea tments  because 
i t  i s  p r imar i ly  s t r u c t u r e d  f o r  a g r i c u l t u r a l  purposes. I n  any 
given yea r  t h e  t o t a l  amount of  funds ob l iga t ed  f o r  f o r e s t r y  
purposes r a r e l y  exceeded 4 percent  of t h e  t o t a l  n a t i o n a l  ACP 
a l l o c a t i o n .  Usually f o r e s t r y  p r a c t i c e s  u t i l i z e d  2 t o  3 percent  
of t h e  budget. This was one of t h e  reasons that a s epa ra t e  
cos t - shar ing  program designed s p e c i f i c a l l y  t o  a c c e l e r a t e  t imber 
product ion was necessary.  

So now l e t ' s  t ake  a look a t  FIP, t h e  newest of  t h e  d i r e c t  
i ncen t ives  programs--what i t  i s  supposed t o  accomplish and how 
we l l  i t  i s  doing t o  d a t e .  

The wording of  testimony and t h e  language of t h e  Act make 
q u i t e  c l e a r  that t h e  purpose of  FIP i s  timber production. And 
P res iden t  Nixon d i r e c t e d  t h a t  FIP be c a r r i e d  out  i n  a "cost-  
e f f e c t i v e "  manner i n  h i s  message accompanying t h e  l e g i s l a t i o n  
(P.L. 93-86). Funds t o  t h e  S t a t e s  have been a l l o c a t e d  on t h e  
b a s i s  of oppor tun i t i e s  f o r  t imber product ion on non indus t r i a l  
p r i v a t e  t r a c t s  l e s s  than  500 a c r e s  i n  s i z e .  I n  i t s  f i r s t  yea r  
of ope ra t ion  (1974) Congress d id  not  app ropr i a t e  any funds f o r  
FIP, so  ASCS s e t  a s i d e  $9 m i l l i o n  from t h e i r  r e g u l a r  RECP funds 
t o  ope ra t e  t h e  program. This  meant t h a t  FIP operated under 
r e g u l a r  program r u l e s  t h a t  year .  With t h i s  c o n s t r a i n t ,  i t  was 
d i f f i c u l t  t o  opt imize timber product ion goa ls .  

The 1975 FIP funds were t r u l y  " incent ives"  d o l l a r s ,  a hard 
cash  appropr i a t ion ,  "no-year" funds a v a i l a b l e  u n t i l  expended 
and w i t h  a maximum per  person payment of  $10,00O/year (as  
opposed t o  only $2,500 maximum under r e g u l a r  program). F i f t e e n  
m i l l i o n  d o l l a r s  were made a v a i l a b l e  i n  May of  1975, and by 
December of  t h a t  yea r  t hese  funds were obl iga ted  and a backlog 
of  r eques t s  i n  excess of  $ 8 . m i l l i o n  e x i s t e d .  The response t o  
FIP has simply been overwhelming. 



The Administrat ion requested a r e s c i s s i o n  of t h e  1976 FIP 
funds; Congress refused t h i s  proposal ;  and these  monies ($15 
mi l l i on )  were j u s t  d i s t r i b u t e d  t o  t h e  f i e l d  i n  l a t e  March. An 
a d d i t i o n a l  $3.75 m i l l i o n  t o  cover t h e  t r a n s i t i o n  q u a r t e r  has 
been made a v a i l a b l e  s i n c e  Ju ly  1 of t h i s  year .  The cu r ren t  
s i t u a t i o n  on funding i s  t h a t  t h e  Administrat ion did not  inc lude  
funds f o r  FIP i n  i t s  1977 budget. The House Subcommittee on 
Agr icul ture  has j u s t  i n se r t ed  $15 m i l l i o n  i n  t h e i r  budget a t  
t h e  time of wr i t i ng .  Now on J u l y  22, I am a b l e  t o  g ive  you a n  
update on i t s  s t a t u s .  

Now l e t ' s  take  a look a t  what FIP has accomplished along 
w i t h  some i n d i c a t o r s  of c o s t - e f f e c t i v e  performance. 

THE 1974 FORESTRY INCENTIVES PROGRAM 

Treated 257,000 a c r e s  

inc luding  (36%) 100,000 a c r e s  of TSI and 

(64%) 157,000 a c r e s  of t r e e  p l an t ing ;  

more than 15,800 sepa ra t e  f o r e s t  t r a c t s  

owned by 13,500 landowners 

were involved. 

T o t a l  Federal  funds = $ 8,266 m i l l i o n  

Landowner Expend. = $ 3,100 m i l l i o n  
TOTAL $11.366 m i l l i o n  

Considering t h e  four  major indexes of  cos t - e f f ec t iveness ,  1974 
FIP performed wel l  i n  a l l .  

Trac t  Size:  Seventy-four percent  of a l l  t he  t r a c t s  t r e a t e d  were 
g r e a t e r  than 15 ac res  i n  s i z e .  I n  th< South, one-third of 
a l l  t reatments  were on t r a c t s  l a r g e r  than 51 ac res .  

S i t e  Product iv i ty :  More than 75 percent  of a l l  t h e  a c r e s  
t r e a t e d  under 1974 FIP were on s i t e s  capable of producing 
a t  l e a s t  85 cubic f ee t / ac re /yea r  ( 1  cord /acre /year ) .  Six- 
t een  percent  of s i t e s  t r e a t e d  were capable of growing i n  
excess of 121 cubic  eee t l ac re lyea r .  I ' m  happy t o  r epor t  
t h a t  t h e  S t a t e  of  Maine topped t h e  Northeastern S t a t e s  i n  
t h i s  category. 

Kinds of Treatments Applied: Well-recognized p r a c t i c e s  were 
applied on t h e  major i ty  of  a c r e s  t r e a t e d  wi th  1974 FIP. 



The fol lowing p r a c t i c e s ,  when appl ied  wi th  reasonable c o s t s ,  
a r e  recognized a s  y i e l d i n g  favorable  f i n a n c i a l  r e tu rns :  

S i t e  p repa ra t ion  and p l an t ing  of southern pines.  

S i t e  p repa ra t ion  and p l an t ing  of  red ,  whi te ,  and jack 
pines.  

Precommercial th inning  and r e l e a s e  i n  southern p ines .  

Precommercial th inning  and r e l e a s e  i n  maple/beech/birch. 

Precommercial th inning  and r e l e a s e  i n  Douglas-f i r ,  and 
ponderosa pine. 

These f i v e  p r a c t i c e s  comprised 75 percent  of t h e  a c r e s  
t r e a t e d  i n  1974 FIP. There i s  l i t t l e  doubt t h a t  t h e  
ma jo r i t y  of  f o r e s t  p r a c t i c e s  u t i l i z e d  i n  t h e  1974 FIP 
were capable of  providing good f i n a n c i a l  r e t u r n s  when 
proper ly  appl ied  on product ive s i t e s .  

Treatment Costs:  The c o s t  of  applying these  p r a c t i c e s  were 
h ighly  v a r i a b l e  between ind iv idua l  S t a t e s  and regions.  The 
n a t i o n a l  average t o t a l  c o s t  f o r  s i t e  p repa ra t ion  and t r e e  
p l an t ing  was $52/acre,  composed of a 

$37 Federal  cos t - share ,  and a 

$15 landowner con t r ibu t ion .  

The n a t i o n a l  average t o t a l  c o s t  f o r  a l l  TSI measures was 

$30/acre,  composed of a 

$22 Federal  cos t - share  and an  

$ 8 landowner con t r ibu t ion .  

Costs f o r  a combination of  s i t e  p repa ra t ion  and p l an t ing  
were lowest here  i n  t h e  Northeast and i n  t h e  Lake S t a t e s .  
Lowest c o s t s  f o r  TSI were found i n  t h e  S t a t e s  of Georgia,  
Missouri ,  and Indiana and averaged from $19 t o  $21 per  acre .  

The average FIP t reatment  c o s t s  a r e  s i m i l a r  t o  those  
experienced on i n d u s t r i a l  and Federal  lands.  We b e l i e v e  t h a t  
our  c o s t s  of i n s t a l l i n g  f o r e s t r y  p r a c t i c e s  on non indus t r i a l  
p r i v a t e  f o r e s t  lands under t h i s  program t o  d a t e  a r e  reasonable 
and prudent.  



Of course,  a comparison of t r u e  cos t - e f f ec t iveness  must 
inc lude  a l l  o r  most of t h e  indexes above. Our a n a l y s i s  t o  d a t e  
shows t h e  FIP t o  have cont r ibuted  t o  t h e  goal  of cos t - e f f ec t ive  
timber production. 

I n  c los ing ,  I ' d  l i k e  t o  read you a l e t t e r  which may t y p i f y  
some smal le r  p r i v a t e  f o r e s t  landowners' a t t i t u d e s  on incen t ives  
and t h e  p a r t  they p lay  i n  p r o f i t a b l y  growing timber. This 
l e t t e r  c e r t a i n l y  provides a perspec t ive  t h a t  f o r e s t e r s  and 
economists o f t e n  overlook. 

Dear Pres ident  Ford : 

I hope you and your family have a very good and success fu l  
1976, e s p e c i a l l y  i n  November. I am w r i t i n g  d i r e c t l y  t o  you 
s i n c e  I am s u r e  you a r e  not  aware of c e r t a i n  a spec t s  of t h e  
Fores t ry  Incent ives  Program f o r  1976. 

I n  Virg in ia  I am a t r e e  farmer, r a i s i n g  l o b l o l l y  pine,  
poplar ,  and n a t i v e  hardwoods on about 300 ac res .  I b o u g h t ' t h i s  
land i n  1965 f o r  $30 per  ac re .  It i s  now worth about $600-800 
pe r  ac re .  It c o s t s  me about $50 per  a c r e  t o  p l an t  t r e e s  and 
another  $50 per  a c r e  t o  k i l l  t h e  undergrowth two years  l a t e r .  
It may c o s t  me another  $25 per  a c r e  t o  k i l l  scrub t r e e s  t o  pre- 
pare  s i t e  f o r  p lan t ing .  

This means I may have t o  put i n ,  c u r r e n t l y ,  $125 per  a c r e  
f o r  a n  e s t ab l i shed  ac re .  I p lan t  10-20 a c r e s  each year .  Thus, 
i t  w i l l  c o s t  me eventua l ly  $1,250 t o  $2,400 a year  t o  p lant .  

I must have t h i s  money t i e d  up f o r  18-25 years  i n  growth 
till t h e  seedl ings  become pulpwood. I n  18-25 years  a t  7-% per- 
cent  (which I g e t  a t  a f lnance  company) t h e  $1,200-2,400 i s  
worth from $4,800-9,600. I have been inves t ing  t h a t  kind of 
money s i n c e  1965, some years  l e s s ,  bu t  averaging that. 

Now--I have go t t en  a t  l e a s t  h a l f  t h a t  money from S t a t e  and/ 
o r  Federal  programs such a s  FIP, REAP, and I fo rge t  t h e  i n i t i a l s  
of t h e  e a r l i e r  program. 

I have known f o r  f i v e  yea r s  i t  i s  a bad investment t o  
continue r e f o r e s t a t i o n  programs--even wi th  Federal  help. But, 
a s  FIP i s  called--INCENTIVE i s  t h e  word. Like any o t h e r  human 
e n t e r p r i s e ,  a l i t t l e  encouragement has caused me t o  shu t  my 
eyes t o  the  f a c t  my farm could be so ld  f o r  about $180,000- 
$240,000. I f  inves ted ,  my income would be about $15,000 per  



y e a r - - s t a r t i n g  NOW, not  18-25 years  from now. I want t o  grow 
t r e e s ,  and I want t o  keep my land i n  my f u t u r e  and my c h i l d r e n ' s  
f u t u r e  and i n  my count ry ' s  s e rv i ce .  P l ease  cons ider  t h a t  t h e r e  
a r e  thousands more l i k e  me. 

S ince re ly ,  

It has been s a i d  t h a t  t h e r e  a r e  only two k inds  of foo l s  i n  
t h e  world. One says ,  "It is  old and the re fo re  good ." The 
o t h e r  says ,  "It i s  new and t h e r e f o r e  b e t t e r . "  I f  f o r e s t r y  on 
p r i v a t e  ownerships i s  eve r  t o  reach  i t s  cons iderable  p o t e n t i a l ,  
we a r e  simply going t o  have t o  t ake  t h e  b e s t  from t h e  pas t  and 
combine these  wi th  even b e t t e r  new techniques t o  c r e a t e  s u f f i -  
c i e n t  i ncen t ives  f o r  t h e  p r i v a t e  f o r e s t  landowner. 

The keynote of  progress ,  we should remember, i s  not  merely 
doing away wi th  what i s  bad, It involves r ep l ac ing  t h e  b e s t  
w i t h  something even b e t t e r .  We need t o  keep t h i s  i n  mind a s  
we s t r i v e  t o  c r e a t e  a  c l imate  i n  which p r i v a t e  f o r e s t r y  can 
prosper ,  




