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Abstract

Wth sonme exceptions, the substitution of National
Forest tinber for exported private tinber is
forbidden by regulations. Certain firns nay use a
l[imted amount of National Forest tinber as replace-
nent for exported private tinber, however, in
accordance with their pattern of purchases and
exports from 1971 through 1973. About 359 nillion
board feet of National Forest tinber could be used
annual ly as replacenment for exported private tinber
by this provision; in 1977 about 102 nmillion board
feet was used in this fashion. About 81 percent of
the replacenent volune was from National Forests in
Washi ng t on.

KEYWORDS: | nport/export (forest products), trade
policy (international) National Forest
admi ni stration.
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The pros and cons of permtting the
export of unprocessed softwood | ogs
from the west coast have been
debated for a long time, 2 however,
the conflict shows no signs of

abati ng.

The controversy has led to the enact-
nment of fairly extensive Federa
regul ati ons designed to prohibit the
export of Federal tinber and to pro-
hibit the substitution of Federa
tinber for private tinber to be
exported. In addition, Oregon,
California, and A aska have inple-
mented regulations to restrict the
export of tinber from State-nmanaged
lands. As a result of the conbina-
tion of Federal and State restric-
tions, about 38 percent of the

conbi ned tinber harvest of the three
St at es of Washington, Oregon, and
California is directly controlled by
export regulations (table 1).

2For exanple, the Cctober 3, 1936,
i ssue of the Oregonian reported

initiatives by the Portland chanber of

Commerce to check the flow of
Port-Oford-cedar logs to Japan

The purpose of export restrictions
may be to insure domestic processing
of logs frompublic lands or it may
be to restrict the volume of exports.
The volume of |ogs exported is on
the increase.
log exports from the west coast and
Al aska reached a record 3.4 billion
board feet.?3.

For exanple, in 1979,

As a result of the large volunme of
exports, questions have been raised
about the effectiveness of current
regul ati ons.
have expressed concern that the
regul ati ons may contain | oophol es
that permit tinber purchasers to
take actions against the intent of
the regul ati ons.

Opponents of exports

SRuderman, Florence K. 1979. Pro-
duction, prices, enploynment and trade
in northwest forest industries. Pub-
lished quarterly. USDA For. Serv.
Pac. Northwest For. and Range Exp.
Stn., Portland, Oreg.

Table 1—Proportion of total tinber harvest prohibited from export by Federal

or State controls in Washington,

Oregon, and California, 1977

Tot al Portion of total harvest Portion of total harvest Portion of total harvest
State ti nber prohibited from export prohibited from export prohibited from export by
har vest by Federal controls by State controls Federal and State controls
MIlion Mllion MIlion MIlion
board feet board feet Per cent board feet Per cent board feet Per cent
Washi ngt on 6, 591 1,175 17.8 1,175 17.8
Oregon 7,525 3,952 52.5 228 3.0 4,180 55.5
California 4,787 1,757 36.7 28 0.6 1,785 37.3
Total (average) 18, 903 6, 884 (36.4) 256 (1.4) 7,140 (37.8)

Source: Ruderman, Florence K. 1979. Production,

prices, enploynent, and trade in northwest forest |ndus-

tries. Published quarterly. USDA For. Serv. Pac. Northwest For. and Range Exp. Stn., Portland, Oeg.



Tabl e 2---Volune of Nationa
tinber that may be used as repl ace-
ment for private tinber to be exported
within the substitution regul ations

For est

Vol ume
Nat i onal For est (thousand
board feet)

Washi ngt on:
G fford Pinchot 98,120
Aynpic 73, 735
M. Baker-Snoqual mc 29,073
Wenat chee 1, 000
Tot al 201, 928

Oregon:

Mt . Hood 62,586
Si usl aw 3, 498
Wl anette 5, 897
Si ski you 25, 652
Tot al 97, 633

California:
Tahoe 28, 600
Six Rivers 26, 989
Shasta Trinity 196
Kl amat h 13
El Dorado 3,267
Tot al 59, 065
Al'l National Forests 358, 626

To obtain an estimate of how nuch
repl acenent occurs, each Nationa
Forest was queried to obtain

foll omup data on purchases and
exports by those firnms with estab-
l'ished historical bases. As before,
the lesser of the volume of tinber
exported or purchased was used as a
proxy for the volunme of Nationa
Forest actually used as replacenent.

Data were summarized for
firms involved in export and purchase
in 1977. For that year, approxi-
mately 102 million board feet of

Nati onal Forest tinmber was used as
repl acenent for private tinber to be
exported (table 3). Most of the

repl acenent occurred with tinber

from National Forests in Washington

all of the

Tabl e 3—ol ume of National Forest
tinber used as replacenent for private
tinber to be exported, 1977

Vol une
Nat i onal Forest (t housand
board feet)

Washi ngt on 82,919

O egon 10, 686

California 8, 340
Tot al 101, 945

Discussion

Results of this study indicate that

about 100 million board feet of
Nati onal Forest tinmber is annually
used as replacenent for private
tinber to be exported. This study

neasured only direct replacenent; no
effort was nade to determ ne the
amount which is indirectly substi-
tuted for private tinber to be
export ed.



Historical Base Levels

To obtain an estimte of the anount
of National Forest tinber that can
be used as replacenent through this
provision of the regulations, all of
the Western National Forests were
canvassed to determne the

hi storical bases which have been
established. It was necessary to
canvass each National Forest since
the nonitoring and enforcenent of
the substitution regulations are
done at the Forest |evel

As of m d-1979, 49 historical bases
had been established in Washington
and Oregon and an additional 7 had
been established in California. No
quot as have been established by
firms in the Intermountain or Rocky
Mount ai n ar eas. In nmost cases a
firmhas only one historical base,
but sone of the larger firms have
establ i shed bases for several
different tributary areas.

During the 1971-73 period, the firns
with historical bases exported a
total of 1.6 billion board feet of
private tinber and purchased 4.2
billion board feet of Nationa

Forest tinber. The sumof the
established historical bases is thus

0.6 billion board feet for exports
(1.6 - 3px110 percent) and 1.5
billion board feet for purchases

(4.2 - 3 x 110 percent).

Thi s does not nean that an annual
total of 0.6 billion board feet of
National Forest tinber may be used
as replacenment for exported private
tinber. For each firmthe per-

m ssible volunme is determned by the
| esser of its export or purchase
guotas. For exanple, a firmwhich
has an export quota of 5 mllion
board feet and a purchase quota of
25 million board feet can use no
more than 5 million board feet of
Nati onal Forest tinber as

repl acenment for exported private
tinber. To obtain a west-w de
estimate of replacenent, the |esser
of these two figures are added for
each firm

Results indicate that 359 nillion
board feet could be used annually as
repl acement in the West (table 2).
Most of the quota has been
established by firnms operating in
the State of Washi ngton,
particularly in the vicinity of the
Gfford Pinchot National Forest.
This does not nean that these

vol unes are necessarily tied to a
particul ar National Forest; sone
firms have tributary areas which
enconpass nore than one Nationa
Forest. Firms could switch their
purchases to another National Forest
as long as they fall within the sane
tributary area. The data in table 2
do indicate, however, the genera
area of activity of exporters which
al so were purchasers of National
Forest tinber.

Al't hough 359 nillion board feet of
National Forest tinber could be used
as replacenent for exported private
tinber for any given year, the
actual volune is less than the

al l owabl e. Sone firns have stopped
exporting. Sone exporters have
found their quotas too restricted
and have stopped purchasing Nationa
Forest tinber.



One | oophol e that has come in for
particular scrutiny is the
grandf at her clause of the USDA Forest
Service substitution regulations.

Al t hough substitution is forbidden,
this provision enables certain firns
to use a linited anount of National
Forest tinber as replacenent for
private tinmber to be exported. This
paper reports the result of a study
to determine the nature and extent
of this practice.

Substitution Regulations of the
USDA Forest Service
The USDA Forest Service was specifi-

cally directed to control substitu-
tion according to the terns of a

rider to the agency's 1974 appropri a-
tions bill (P.L. 93-120).% In
Cct ober, 1973, proposed regul ations

were published and public comrents
were solicited. Considering these
comments, the Forest Service

i mpl emented substitution regulations
in March, 1974.

Public comments appeared to favor
using traditional nmarketing patterns
as a base in control of substitu-
tion. Replacenent by Nationa

Forest tinber would be permtted in
accordance with the traditional or

hi storical pattern and substitution
woul d be considered as occurring
only when the exporter increases pur-
chase of National Forest tinber or

i ncreases export of private tinber

“For additional details see:
Lindell, Gary R 1978. Log export
restrictions of the Western States and
British Col unmbi a. USDA Forest Service

Gen. Tech. Rep. PNW 63, Pac.
and Range Exp. Stn.

Nor t hwest
Portl and, Oreg.

Consequently, the regul ations recog-
nized a firms historical base period
as 110 percent of the firms average
annual volunme of National Forest

ti nmber purchases and export of
private tinber for the cal endar
years 1971-73. A firmwhich had
been exporting private tinber and
purchasi ng National Forest tinber
during this period could continue to
do so subject to the export and
purchase limtation or quota. Sub-
stitution was defined as, for any
subsequent year, an increase in
exports relative to the historical
base while the firmcontinues to
purchase National Forest tinber or
an increase in National Forest
purchases while the firm continues
to export. A firmviolating either
of these provisos is guilty of a
contract violation and faces
possi bl e debarnment from subsequent
sal es and cancellation of existing
contracts.

Since tinber is not readily trans-
portable, the regulations are tied
to a particular market area or
tributary area. Thus a firm may
establish different purchase and
export quotas for different tribu-
tary areas. A tributary area is
established for each m 1l where

Nati onal Forest tinber is to be
processed. The boundary of the area
is determ ned by establishing from
the records the area from which each
mll received its supply of tinber
for the base period (1971-1973).
Once established, a tributary area
is not normally subject to change.

Firms which want to purchase
National Forest tinber and export
private tinber are required to
submit data to establish their
hi storical purchase and export
The data nmust al so support the
proposed tributary area

base.



The Forest Service is not required
to monitor export and purchase
activity beyond the original pur-
chaser. This means that a firm
which is ineligible to purchase a
Nati onal Forest, sale because it has
exceeded its export quota can pur-
chase National Forest tinber from
another firm and thus indirectly
engage in substitution. I ndi rect
substitution cannot be precisely

determined. In response to a con-
gressi onal request, however, the
Forest Service concluded that

is not
nodi fi cati on of

indirect substitution
wi despread and that

the regulations is unwarranted.®
Qur purpose is not to argue for nore
or fewer export restrictions.

Whet her or not the permtted

repl acement, approximtely 100
mllion board feet, constitutes a
maj or | oophol e depends on one's
point of view  Although this
represents the annual log require-
ments for five to six nmediumsize
sawn |l ls, it is a small proportion
of total exports, the bulk of which
cone from private lands or from

| ands managed by the State of

Washi ngt on.
*Letter dated Septenmber 28, 1979,
fromR Max Petersen, Chief, USDA

Forest. Service to the Honorable Nornan
D. Dicks. Copy on file at Pacific
Nort hwest Forest and Range Exp, Stn.,
Portland, Oreg.

There appears to be little basis for
determ ning the net effect of
closure of the replacenent | oophole
on log supplies available to
domesti c processors. For exanpl es,
indirect substitution mght increase
inresponse to closure of the

| oophole, and firns affected by the
closure who also buy and sell [|ogs
in the donestic market mght reduce
their domestic log sales in order to
conpensate for the |oss of National
Forest tinmber. O firns mght
decrease export sales, decrease pur-
chases of National Forest tinber,
and increase processing of private
timber. Even in this situation,
however, the net effect on supplies
to domestic processors is

uncertain: Firms not involved in
purchasi ng National Forest tinber

m ght divert log sales fromthe
domestic to the export nmarket in
response to any decline in export
sal es by conpeting firns.

In summmary, this study has
docunented the historical base |evel
of 359 mllion board feet for firnms

eligible to substitute National
Forest tinber for private tinber to
be exported. O this total, firns
are substituting only about 100
mllion board feet. Over 80 percent
of the substitution occurs in the

St at e of WAshi ngton. Prohi bi tion of
substitution would not necessarily
increase log supplies to domestic
processors by 100 nmillion board feet.
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