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F O R E W O R D  

For many years various State governments 
have t r i e d  t o  f i nd  an adequate and f a i r  subst i -  
t u t e  f o r  t h e  general  property t a x  on f o r e s t  
land. Heavy annual taxes were thought t o  dis- 
courage t he  p rac t ice  of good fores t ry .  Such 
taxes tempt the  timberland owner t o  l iqu ida te  
h i s  f o r e s t  c ap i t a l ;  they discourage him from in- 
ves t ing  money i n  a long-range program t o  provide 
f o r  fu tu re  timber crops. 

The f i r s t  attempts t o  encourage fo res t ry  
\r through t a x  l e g i s l a t i o n  took t he  form of exemp- 

t ions ,  rebates,  and bounties f o r  plantat ions.  I n  
recent years the  p r inc ip le  of t h e  y i e ld  tax has 
been incorporated i n  most of t h e  new leg i s la -  
t ion.  Under t h i s  method, annual tax payments a r e  
ma'de on the  bare-land valuation,  timber i s  ex- 
empt from annual taxes,  and a y i e ld  t ax  i s  paid 
on products harvested. The heaviest  p a r t  of t h e  
t a f a l  tax payment i s  thus postponed t o  t he  time 
when income i s  received. 

Host of t he  S t a t e  yield-tax laws have 
provided f o r  t h e  voluntary c l a s s i f i c a t i on  of 
f o r e s t  land by the  owner, But only a very small 
percentage of t he  e l i g ib l e  land has been c lass i -  
f i e d  under these voluntary systems; and t he  suc- 
cess  of these laws i n  s t imulat ing be t t e r  fo res t  
p rac t ices  has been spotty.  

New Hampshire i n  1949 enacted a yie ld- tax 
law t h a t  departed i n  many respects  from the  t r a -  
d i t i ona l  pa t t e rn  s e t  f o r  such l eg i s l a t i on  and 
introduced a number of new provfsions t h a t  a r e  
hoped t o  correct  t he  imperfections of e a r l i e r  
laws. 

This repor t  attempts t o  show how t h i s  new 
fores t -yie ld  t a x  i s  working out  i n  Mew Hampshire 
and how it w i l l  a f f e c t  t he  f o r e s t  resource, the  
landowner, and t he  taxing gur isdic t ions .  

Ralph W. Marquis 
Director 
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A  P R E L I M I N A R Y  A P P R A I S A L  

0 F 

N E W  H A M P S H I R E ' S  F O R E S T - Y I E L D  T A X  

Solon Barrac lough ,  f o r e s t  economis t  
N o r t h e a s t e r n  F o r e s t  Experiment S t a t i o n  
F o r e s t  S e r v i c e ,  U.S .  Dept .  A g r i c u l t u r e  

and 

Ernest M. Gould, ' Jr . ,  r e s e a r c h  a s s o c i a t e  
$carvat-d F o r e s t ,  Pe tersham,  Mass. 

A NEW FOREST-TAX ACT, based on the  yield from forest  
land, w a s  passed i n  1949 by the  State  Legislature of New 
Rampshire i n  an attempt t o  correct some of the inequi,ties of 
fores t  taxation. Fores t e r sa re  c lose lywatchingth is  new 
t a x  l a w ,  and naturally the people of New Hampshire would 
l i k e  t o  know how the  law w i l l  a f f ec t  them. 

The Society for  the Protection of New Hamphire For- 
e s t s ,  which has long been interested i n  forest-talr reform a s  
well  as i n  promoting fores t  management, grantid funds t o  
Harvard University's Committee on Research i n  t h e  Social 
Sciences fo r  a special  study of the new fores t  tax and i t s  
impact on a selected sample of  farm fo res t  properties. 



I n  making this study, t h e  authors analyzed t h e  tax 
a n d i t s  e f f ec t  on s i x  farm-forest holdings sca t te red  through- 
out t h e  S ta te ,  i n  seven towns. (one property l i e s  i n  two 
towns.) They asked two main questions: )'How w i l l  t h e  new 
t a x  d i f f e r  from the  old t ax  i n  i t s  long-term e f f e c t  on t he  
owner's income from stumpage?" and "What incent ive  does t he  
new t a x  o f f e r  f o r  t h e  improvement of f o r e s t  management?" 

~ n d h e r  question t h a t  came up during t h e  course of 
t he  study was tlWhat impact w i l l  t h e  new t a x  have on tax rev- 
enue i n  a town where timber i s  an  important element i n  t he  
tax base?lt The study was not designed t o  answer this ques- 
t ion .  However, using t he  six farms a s  a basis ,  some p a r t i a l  
answers were found. 

T'HE OlLD TAX SYSTEM 

' TRADITIONALLY I N  NEW HAMPSHIRE, a l l  f o r e s t  land and 
the  timber on it was taxed under the  general-property-tax 
laws, based on assessed valuation.  This t a x i s  l ev ied  and 
collgcted by t h e  234 New Hampshire towns and 11 chartered 
c i t i e s ;  t h e  14 unincorporated places a r e  under S t a t e  
administration. 

Elected town o f f i c i a l s  ( the  selectmen) usually assess  
property f o r  taxation.  The town appropriat ions a r e  f ixed 
each year  by majori ty vote of t h e  c i t i z ens  a t  "town 
meeting. It The t a x  r a t e  i s  determined by dividing the  t o t a l  
amount of money needed by the  t o t a l  town assessment.' 

The S t a t e  Consti tut ion says t he  assessment s h a l l  be 
a t  I1full  and t r u e  value.ll The S t a t e  Tax Commission has in -  
t e rpre ted  this t o  mean " f a i r  s a l e  value.If But t he  Constitu- 
t i o n  a l so  says t h a t  assessments a r e  t o  be "proportional and 
reasonableft; and t h e  assessors  used this as au thor i ty  
t o  exercise t h e i r  own discre t ion.  A s  a r e su l t ,  there  was no 
uniform pol icy f o r  assess ing f o r e s t  property. Great varia- 
t i o n  existed,  not only from town t o  town, but  a l so  from 
property t o  property wi thin  the  same town. 

A f o r e s t  property w a s  usually assessed i n  one lump- 
sum value. - Timber value was not separated from land value. 

The procedure fo r  evaluating timber varied great ly .  
Assessors took i n t o  account only timber t h a t  was merchant- 





T h i s  a c t  d id  not cor rec t  t h e  i nequ i t i e s  i n  timber 
taxation.  But it d id  pave t he  way f o r  t he  new fo re s t  y i e l d  
tax. 

T H E  NEW T A X  SYSTEM 

I N  1949 THE STATE Legislature passed "An Act Rela t ing 
t o  Forest Conservation and Taxation." This a c t  was designed 
not only t o  cor rec t  t h e  inequi t i es  i n  t h e  t axa t ion  of t im- 
ber, but a l s o  t o  encourage good fores t ry  pract ices .  

\ 
The new l a w  re leases  growing timber from taxa t ion  

under the  general  property tax (but t h e  land on which it 
stands i s  t o  be assessed a s  before). Instead,  a y i e l d  t a x  
i s  levied on timber a t  t he  time of cutt ing.  This tax i s  
10 percent of t h e  stumpage value. However, an  abatement of 
30 percent of the  tax i s  granted i f  the  cu t t i ng  prac t ices  
meet at  l e a s t  t h e  minimum standards s e t  up by t he  l a w .  

The law exempts timber cut  f o r  t h e  owner's personal 
use wi&hin the  S t a t e  as fue l  o r  f o r  construction and repa i r  
of buildings on h i s  own property. Stumpage t h a t  was under 
contract  when the  new l a w  w a s  passed i s  a l s o  exempt. But 
stumpage bought by pr iva te  operators from tax-exempt lands 
such a s  national  f o r e s t s  i s  subject  t o  the  y i e l d  tax. And 
mature fo res t s  deemed t o  be withheld from t h e  market f o r  
some purpose other than timber production may be assessed 
and taxed a s  before. 

When an owner decides t o  cut  on his own land, o r  when 
an operator decides t o  cut  purchased stumpage, he must 
no t i fy  t he  selectmen of t he  town i n  which t h e  timber i s  
located. He must a l s o  send a copy of t he  not ice  t o  the  S t a t e  
Tax Commission (according t o  a 1951 amendment). The not ice  
shows t he  taxpayer 's  estimate of the  amount and value of t he  
stumpage he intends t o  cut  and t e l l s  whether he intends t o  
qual i fy  fo r  abatement. 

Selectmen may oblige the  owner o r  operator t o  deposit 
a bond with the  town tax co l lec to r  equal t o  t h e  estimated 
amount of t he  y i e l d  t a x  before he starts t o  cut .  He must 
make a report  t o  the  town selectmen within 1 5  days of t he  
end of the  operation. This statement includes information 



data  t o  enable t h e  selectmen t o  determine t h e  stumpage value 
of t h e  timber removed and t he  exact loca t ion  of the  cu t t i ng  
area. The t a x  must be paid by December 1. 

Forest-practice standards, used a s  t h e  basis  f o r  
yield-tax abatement, a r e  recommended t o  t h e  S t a t e  Forester  
by D i s t r i c t  Fores t  Advisory Boards. These boards, estab- 
l i shed  some years ago, consis t  of i n t e r e s t ed  l oca l  c i t i z ens  
appointed by t he  S t a t e  Forestry and Recreation Commission. 
The boards a r e  s e t  up on a county bas i s  with the  County For- 
e s t e r  a c t i ng  as secretary.  A t  present ,  one s e t  of fores t -  
p rac t ice  standards appl ies  throughout t he  State.  Thes e , 
when f a i t h f u l l y  applied,  a r e  considered t o  meet t h e  require- 
ments f o r  tax abatement:' 

1. PARTIAL CUTTING. Merchantable and defective 
t r ee s  may be removed by 

groups, s t r i p s ,  o r  individuals i f  a t  l e a s t  one-third 
of t he  o r ig ina l  merchantable volume of healthy t r ee s  
of des i rab le  species i s  l e f t  we l l  d i s t r ibu ted  over 
the  a rea  operated t o  provide another timber crop. 

2. HARVEST CUTTING. A l l  merchantable t r e e s  may be 
removed, provided a su f f i -  

c i en t  number of young t r e e s  of des i rable  species a t  
l e a s t  3 f e e t  i n  height a r e  present p r i o r  t o  cut t ing,  
A t  the  c o k l e t i o n  of t h e  operation there  must repain 
an adequate number of such young t r e e s  wel l  d i s t r i b -  
uted over t h e  area. 

3.  SPECIAL CASES. I f  an owner des i res  t o  fo$low 
any other f o r e s t  p rac t ice  on a 

spec i f ic  a rea  he may describe it i n  wr i t ing  and re- 
quest approval by t he  S t a t e  Forester .  Such prac- 
t i c e ,  i f  approved i n  wr i t ing  by t h e  S t a t e  Forester  
o r  h i s  authorized agent, s h a l l  be considered a s  t h e  % 

fores t -pract ice  standard f o r  such spec i f ic  area. 

The selectmen must decide whether t h e  taxpayer i s  en- 
t i t l e d  t o  abatement. The Extension Service and t he  Tax Com- 
mission have conducted t ra in ing  conferences f o r  selectmen t o  
explain t h e  operation of t he  l aw .  The County Foresters a r e  
ava i lab le  t o  advise t he  selectmen on f o r e s t r y  platters a t  any 
time. The selectmen may ask t he  S t a t e  Forest*rJr f o r  c e r t i f i -  

I ~ ~ o N v M o u s .  FOREST P R A C T I C E  STANDARDS FOR NEW HAMPSH!RE WOODLANDS. 1950. 
N.H.  UNIV. AGR. €KT. BUL. 98. I ~ P P . .  ILLUS. 1950. 



ca t ion  of spec i f i c  doubtful  operations. Any taxpayer who i s  
not s a t i s f i e d  with t h e  selectmen's decision on abatement may 
appeal t o  t he  D i s t r i c t  Forest  Advisory Board. 

Many New Hampshire towns depend heavily upon t imber 
taxes. For example, t h e  town of P i t t sburg  derives more 
than half  i t s  t a x  revenue from this source. The l e g i s l a t u r e  
recognized tbat u n t i l  b e t t e r  f o r e s t  pract ices  a r e  more wide- 
l y  adopted, &yield-tax revenues w i l l  tend t o  be i r r egu l a r ;  
fur themore,  while t h e  growing stock i s  being b u i l t  up, cur- 
r en t  harvests may be small. Therefore, the'194.9 l a w  provides 
f o r  a S t a t e  Reimbursement Fund t o  compensate towns f o r  any 
l o s s  of timber-tax revenue due t o  t he  new law. To ca lcu la te  
t h i s  reimbursement, t h e  average 1944-48 assessed value of 

\ 
"growing wood and t imberff I  i n  each town i s  mul t ip l ied by t h e  
current  town t a x  r a t e  and t h e  amount of y i e l d  tax i s  sub- 
t r ac t ed  a f t e r  making c e r t a i n  adjustments f o r  S t a t e  funds 
pa id  t o  the  town. 

I f  t he  y ie ld  t a x  i n  any given year brings i n  a l a r g e r  
reven& t o  the  town than t he  o ld  t a x  would have, t he  surplus  
w i l l  f i r s t  be applied t o  paying back past  advances from t h e  
Fund. After t he  account with t h e  Fund i s  i n  balance, sur- 
plusesamay be retained by t he  town a s  c l ea r  gain; but would 
have t o  be deducted from any c a l l  upon the  Fund i n  fu tu r e  
years. Since surpluses a r e  not  turned back t o  the  S t a t e ,  
except t o  cover pas t  d e f i c i t s ,  t h e  Reimbursement Fund does 
not have a chance t o  bui ld  up. 

METHOD OF A N A L Y S I S  

VALID COPIPARISON of the  e f f ec t s  of t h e  o ld  and new 
taxes  on fo r e s t  income must cover a long period of years. A 
short-term ana lys i s  i s  subject  t o  great  chance var ia t ions ,  
depending upon t h e  present condit ion of the  growing stock. 
This analysis  covers a 90-year period, a period long enough 
t o  show t h e  f u l l  income p o s s i b i l i t i e s  of young stands and t o  
i nd i ca t e  the  value of the  succeeding stand. 

Such long-term considerations a r e  not unique f o r  for- 
e s t ry ;  nor do they imply t h a t  favorable re turns  cannot be 
had from good fo r e s t  p rac t ices  i n  a much shor te r  time. I n  
an objective analysis ,  however, t h e  probable long-term ef-  
f ec t s  should be considered. This i s  pa r t i cu l a r l y  t r u e  i n  
matters of public policy, which should not be l imi ted  i n  



outlook by the  l i f e  expectancy of individuals.  Similar  con- 
cern must be shown f o r  fu tu re  values when investments a r e  
made i n  education, power development, some public heal th  
measures, major road systems, and t h e  l i k e .  

For purposes of t h i s  analysis  it was necessary t o  
estimate t h e  probable amounts and dates  of fu tu re  fo res t  
y ie lds ,  the  stumpage pr ices  received, and the  tayes paid. 
These est imates a r e  only rough approximations. But i n  any 
economic analysis  concerning future  values, assumptions must 
be made--at l e a s t  implicitly--about expected production and 
prices.  Such questions can be discussed more i n t e l l i g e n t l y  
i f  these  assumptions a r e  made c l ea r  i n  t he  beginning. 

The kind of management pract iced i s  one of t h e  major 
var iables  a f f ec t i ng  an owner s fo r e s t  income. On t h e  hold- 
ings  studied,  three  l eve l s  seemed adequate t o  t e s t  the  prob- 
ab le  range of a l t e rna t ives ,  ( A  four th  and lower l e v e l  of 
management i s  frequently found where a l l  stands a r e  c u t  a s  
soon as they produce sa lab le  box-boards, fue l ,  or  pulpwood. 
Fxperience ind ica tes  t ha t  t he  re turns  from such pract ices  
a r e  much l e s s  than those of substandard management. The 
o m e r s  of the  fo r e s t  proper t ies  s tudied d id  not consider 
t h i s  system desi rable ;  so  i t  was not included i n  t he  
analysis .  ) 

Standard management i s  t he  type t h a t  w i l l  j u s t q u a l -  
i f y  f o r  abatement of  y ie ld  t a x  under the  New Hampshire For- 
e s t p r a c t i c e s t a n d a r d s .  Suchmanagement aims t o k e e p t h e  
land continuously productive. Cutt ing i s  done with a view 
t o  regeneration of des i rable  species and t he  preserGation 
of rap id ly  growing small t r e e s  t h a t  can be harvested more 
p ro f i t ab ly  a t  a l a t e r  date. Such management involves l i t t l e  
i f  any added cash expense t o  t h e  owner. 

% 
Substandard management i s  of a lower i n t e n s i t y  and 

represents  a conservative program of c lear-cut t ing and high- 
grading as cur ren t ly  pract iced on many New Hampshire farms, 
This assumes t he  cu t t i ng  of saw timber a t  70 t o  80 years of 
age and pulpwood a t  from 40 t o  60 years. Such cu t t i ng  would 
not meet the  minimum specif icat ions  f o r  t a x  abatement under 
t he  new l a w .  r 

1 

Above-standard management has been included i n  the  
ana lys i s  t o  i l l u s t r a t e  what might be achieved under favor- 
able conditions. Such a program includes weedings , improve- 
ment cu t t ings ,  and thinnings designed t o  b e t t e r  t he  qua l i t y  
of t h e  stands and promote growth. 



Whether o r  not above-standard management i s  des i r ab l e  
depends on many fac tors  such a s  type and s i ze  of ownership, 
lengbh of tenure, s i t e ,  loca t ion  of the  land, qua l i t y  of t h e  
growing stock, ava i lab le  markets f o r  f o r e s t  products, and 
expected pr ices .  The immediate re turns  from stand-improve- 
ment work of thLs kind may be so  low tha t  commercial opera- 
t o r s  w i l l  not  apcept t h e  job on a stumpage bas i s ,  A s  a re-  
s u l t ,  t he  rock w i l l  f requent ly  involve some ex t ra  cash 
investment. The monetary re turns  indicated i n  t he  study can- 
not be expected from above-standard management on a l l  f o r e s t  
proper t ies .  But they a r e  considered reasonable f o r  t h e  
pa r t i cu l a r  f o r e s t  proper t ies  studied. 

Data t o  base accurate estimates of f o r e s t  y ie lds  on 
s a r e  not avai lable .  Su f f i c i en t l y  long experience with perma- 

nent sample p lo t s  i s  lacking. Nor i s  the re  a s a t i s f ac to ry  
b ~ d y  of t ab les  and rules  based on observations of present  
stands. Even methodology i s  uncertain and unstandardized 
and we can only estimate i n  t he  roughest way what volumes of 
timber $0 expect from wild and managed stands a t  r o t a t i on  
age, how f a s t  the  timber w i l l  grow, the  amount of morta l i ty ,  
and many other  fac tors  v i t a l  t o  va l id  estimate. The predic- 
t ions  used here a r e  necessar i ly  makeshifts, but they do 
roughly%indicate the  p robabi l i t i e s .  More than this cannot 
be claimed. 

A l l  the  sample f o r e s t s  were cruised and divided i n t o  
stands,  and stand tab les  were made f o r  them. Appropriate 
normal y i e ld  t ab les  were used t o  p ro jec t  y ie lds  under sub- 
standard and standard management. The tabular  y i e ld s  were 
reduced by Gehrhardt Is formula t o  take account of under- 
stocking. Specia l  t ab les  were constructed t o  show the  y i e ld s  
of stands managed with above-s tandard pract ices .  ~ h e s e  
t ab l e s  projected' the growth of t he  in$ividual t r e e s  found i n  
each stand. Careful adjustments were made i n  a l l  predic- 
t ions  t o  allow f o r  d i f ferences  i n  t h e  s i t e ,  species, age, 
and qua l i t y  of t he  t r ee s  found growing i n  each stand. The 
authors believe t he  r e s u l t s  a r e  i n t e rna l l y  consistent .  

Stumpa e pr ices  were taken from t h e  1950 Forest  5 Market Report. It i s  t rue ,  of course, t ha t  p r ices  w i l l  not 

2~~~~~~ IANTZ . S.R. THE APPROACH OF NORTHERN HARDWOOD STANDS TO NORMAL1 T Y .  

JOUR-. FORESTRY 35: 487-489. 1 9 3 7 .  

3 ~ N ~ N Y M O U S .  FOREST MARKET REPORT. 1 9 5 0 .  N .H.  U N I V .  AGR. E X T .  BUL.  93. 
32  P P .  1 9 5 0 .  



remain s t a t i c  over t he  next nine decades. Nevertheless, 
basic p r i ce  re la t ionships  change slowly, and e s t d t e s  based 
on 1,950 pr ices  seem reasonable. 

Forest taxes  a r e  made up of two elements, t he  t a x  on b '  

land and t h e  t a x  on timber. The land t a x  under e i t h e r  system , t i  
i s  determined by t h e  assessed value of the  land and t he  town i i 

h 
t a x  ra te .  These were held constant i n  t he  analysis  a t  the  j !  
1950 leve l ;  t h i s  s impl i f ied comparison of t he  old  and new : 

3 .  systems of taxing timber, i i 

Under the  old system the  assessed value of growing 
timber f luctuated and was d i f f i c u l t  t o  predic t .  I n  our 
ana lys i s  it was assumed t h a t  assessments of growing timber 
would equal roughly one-half t h e  stumpage value of t h e  rner- 
chantable timber ac tua l l y  standing on t h e  farm. Reassessment 
was assumed a t  t h e  end 'of each 10 years. Pas t  assessments 
have not been t h i s  high, but a continued shrinkage of the  
tax base due t o  c lear-cut t ing,  combined with t he  towns' 
growing need f o r  revenue, tends t o  r a i s e  assessment of t he  
remaining timber Moreover, increas ing f ami l i a r i t y  with 
fo r e s t  values on t he  p a r t  of town selectmen and improving 
markets f o r  f o r e s t  products have accelera ted t h i s  trend. 
These fac tors ,  taken together, ind ica te  t h a t  t h e  assumed 
assessments a r e  reasonable. 

Under t h e  new system the  question of assess ing grow- 
i n g  timber does not a r i s e  because t he  t a x  i s  a percehtage of 
the  stumpage value a t  time of cut t ing.  A 10-percent t ax  i s  
lev ied  on substandard cut t ing,  a ?-percent tax on standard 
o r  above-standard cut t ing.  

F O R E S T  T A X E S  & T H E  T I M B E R  OWNER 
\ 

SIX SAMPLE PROPERTIES were s tud ied  t o  show the  ef- 
f e c t s  of t he  two t ax  systems. No attempt was made t o  s e l e c t  
proper t ies  t h a t  represented a l l  kinds of f o r e s t  ownerships 
found i n  New Hampshire. But t h e  farm fo re s t s  se lected did  
represent f a i r l y  typ ica l  fo res t  types,  growing stocks,  and 
f o r e s t t a x e s p a i d .  I t w i l l b e  c o n v e n i e n t Q  consider the  
f i r s t  property (designated "Farm A") separat$ly, and then t o  
t ake  up the remaining f i ve  proper t ies  together. 

9 



S a m p l e  Farm A 

Farm A i s  a dairy-livestock fanu containing almost 
800 acres  of f o r e s t  land i n  addi t ion t o  subs t an t i a l  a r ea s  of 
c r o p l a n d a n d p a a t u r e .  A s  shown i n t a b l e l ,  t he r e  i s a  

J - 
Table 1.--Farm A: Present distribution of forest-land 

acreane bs forest type and age class 

* 

Age class ( p a r s )  
Forest type A l l  ages 

0-20 21-40 W+ 

Acres Acres Acres Acres Percent 

93 12 Northern hardwood 53 -- 40 

Mixed hardwood and 
spruce-fir 

69 225 220 5u 64 

Spruce-fir 128 61 -- 189 24 

9 Total 250 286 260 796 100 

31 36 33 100 -- Percent 

h 

f a i r l y  even d i s t r i b u t i o n  of t h e  fo r e s t  growing stock,  prima- 
r i l y  mixed hardwood and spruce-fir,  among t h e  th ree  age 
c lasses .  L i t t l e  woods work has been done i n  recent years,  
but t h e  owner plans t o  s t a r t  harvesting merchantable t r e e s  
soon. As present ly  operated, the  ag r i cu l t u r a l  en te rpr i se  
provides enough work t o  keep the  farm labor  force  busy. How- 
ever, some changes and e f f ic ienc ies  can be e f f ec t ed - tha t  
w i l l  permit about 4 man-months of woods work per year. Any 
fu r the r  expansion of t h e  fo res t ry  enterpr ise  would require  
more hi red labor o r  increased stumpage sales .  

The average assessment of bare fo res t  land i n  Town A 
(where Farh A i s  located) i s  $3.00 per acre. The 1950 t a x  
rate-was $3.90 per  hundred do l la r s  of assessed valuation. 

Table 2 shows the  estimated stumpage proceeds per  
ac re  of f o r e s t  land from the  three  management l eve l s  af-ter 
subtract ing fo r e s t  taxes ,  calculated under both t he  old  and 
t h e  new t a x  systems. Proceeds were estimated from t h e  ex- 
pected yie lds  and pr ices  received a s  explained under 'IMethod 
of Analysis." These f igures  a r e  cumulated by decades over 
t h e  90-year planning period. I n  other words, t he  f igure  
shown opposite each decade represents the re turns  of t ha t  



Substandard management Standad management Above-standard manament 

Decade Old New Old N e r  Old 1m 
tax ayatem tax system tax syatem tax sys tw tax system tax spstem 

lst - $ -1 o $ -1 a o 8 11 8 u 
2nd 10 19 -1 10 34 42 
3rd 20 36 8 30 46 65 
4th 12 39 16 49 . 69 98 
5th 70 95 W 85 90 130 
6th 76 101 83 130 130 173 
7th 79 102 90 139 U 5  189 
8th 80 106 94 144 186 230 
9th 79 105 105 157 224 268 

- -  - 

Table 2.-Farm A: .Estimated stunwage ~roceeda a f te r  -8. under 

three levels of forest management. with taxes eetimated 

under both old and new systems1 

(In dollars per acre, cumulated by decades for 90 years. ) 

The stumpage value of the growing stock left a t  the end of nine decadea I s  ahown i n  
table 3. 

decade plus returns of the  previous decades. The stumpage 
value of t he  residual growing stock a t  t h e  end of 90 years 
i s  shown i n  tab le  3. 

Table 3.-Esthted aVeAm etuapans n l u e  oar acre of residual 

grorlna stock on the sam~le fama af ter  90 ysara of * 
forest mana-nt a t  three different larele' 

, 

s 

Only the volume i n  atands 25 y a r n  of a@ or older 
was considared. Before evaluating the groning stock it mas 
segregated into san-timber and pulpwood volmes. The psr-acre 
volmes of desirable species will be greater under standard or 
better management. Above-standard manament also i.pUes con- 
struction of a permanent road systera. The follmiag averaga 
atumpage pricea were used to reflect the quality and accessi- 
b i l i t y  of the growing stock under the different l q e l s  of 
manageanent : 

Stupage value Substandard Standard Above-standard 

saw timber $6.00/M.b.f. $9.00/M.b.f. $12.00/h.b.f. 

Pulpwood $1.6O/cord $2.00/cord $ 2.40/cord 

11 

Substandafi Standard Above-stadrd 
management management management 

A $ 33 1 69 $ 105 

B 24 82 120 

C 15 49 73 

'D 31 69 81 

I! 9 51 77 

F 8 62 80 



Under e i t he r  tax system the  more conservative c u t t i n g  
prac t ices  of standard management require some postponement 
of income; thus ea r ly  r e t u r n s , a r e  l e s s  than those from sub- 
standard management. Once t h e  growing stock has been b u i l t  
up, however, proceeds from standard prac t ices  become 
greater .  

The close u t i l i z a t i o n  of t r e e  growth and t h e  rapid  
improvemdt i n  the  growing stock under above-s tandard man- 
agement y i e ld  re turns  considerably l a rge r  than those from 
e i t h e r  standard or substandard cu t t i ng  pract ices .  The res id-  
ua l  stand value i s  a l s o  greater .  

Table 2 shows t ha t  Owner A keeps more of h i s  stumpage 

\ 
re turns  under the  new t ax  law regardless of the  kind of for-  
e s t  management he uses. A t  t h e  end of the  ninth decade with 
above-standard management he has accumulated $44 more per  
ac re  ($268 - $224) under t he  new t ax  than under t he  old tax 
system. The comparable f igure  fo r  standard management i s  
$52, per acre  ($157 - $105) and f o r  substandard management 
$26 per  acre  ($105 - $79). 

I n  the  foregoing we have assumed t h a t  t h e  timber 
owner maintains the  same l e v e l  of management throughout t h e  
planning period. Let us suppose, however, t ha t  he r a i s e s  
h i s  l e v e l  of management from substandard t o  standard. I n  
t h i s  case, under t he  old  tax,  i n  90 years he would gain  $26 
per  ac re  ($105 - $79). Under the  new t a x  his s i n  would be 
$52 per  acre  ($157 - $105)~  If,  however, he compares h i s  
90 years f  returns from substandard management under the  old  
t a x  with those of standard management under t he  new tax,  he 
w i l l  f i nd  h i s  gain i s  $78 per  ac re  ($157 - $79). 

It i s  apparent from this '  t h a t  the  owner can keep more 
of t he  gains due t o  improved management under t h e  new t a x  
t h a n h e  couldunder  t h e o l d .  This i s  due i n p a r t  t o t h e  
30-percent abatement f o r  b e t t e r  f ~ r e s t  pract ices ;  i n  p a r t  t o  
el iminating high assessment of the  timber l e f t  a f t e r  p a r t i a l  
cu t t ings .  

The new t ax  w i l l  do four  things f o r  t he  'owner of Farm 
A .  It w i l l  remove t he  uncer ta ini ty  connected with changing 
assessments on t he  growing timber. It w i l l  r e l a t e  the  amount 
of t a x  t o  fo r e s t  product ivi ty  and t o  the  time of f o r e s t  
income. It w i l l  provide a t ax  saving f o r  a given l e v e l  of 
f o r e s t  management. And i t  w i l l  encourage the  p rac t ice  of 
more in tensive  management. 
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F i v e  O t h e r  S a m p l e  Farms  

The o ther  f ive  sample farms a r e  designated B, C, D, 
E, and F. Like Farm A, they a r e  da i ry  farms and have vary- 
i n g  proportions of pasture and fo r e s t  land. Forest  acreages 
a r e  shown i n  t a b l e  4, c l a s s i f i ed  by fo r e s t  type Qnd age. 

ALfairly even divis ion of f o r e s t  acreage among t h e  
d i f f e r en t  age c lasses  i s  found on Farms D and E. No very 
long wait ing period i s  necessary before commercially mature 
products can be cut .  Farms D and E a r e  s imi la r  i n  this re- 
spect  t o  Farm A .  

More than ha l f  of t h e  growing stock on Farms B, C, 
% and F, on t h e  other hand, i s  very young; more wai t ing i s  

involved before any la rge  amount of harvesting can be done. 
Some e a r l i e r  cu t t i ng  can be ca r r ied  out  on Farm B, s ince  i t s  
gmwing stock i s  a l l  spruce and f i r  and w i l l  y i e l d  a good 
deal  of pulpwood a t  40 t o  60 years of age. Most of t he  grow- 
ing  stock on Farm C,  however, w i l l  be held t o  80 years of 
age f o r  sawlog production. 

Farm F i s  an  extreme example of unbalanced d i s t r ibu-  
t i b n  among age classes.  Most of t h i s  land was bought cheaply 
a f t e r  it had been clear-cut  for'pulpwood o r  high-graded f o r  
veneer logs ,  The growing stock must be b u i l t  up f o r  a long 
period before any extensive harvesting w i l l  be possible.  

The l o c a l  tax r a t e s  vary from a low of $3.10 i n  
Town E t o  a high of $5,66 i n  Town B ( t ab l e  5). These r a t e s  

Table 5.-The 1950 tax  rate and averam assessed value 

of bare forest land i n  the a m l e  towns 

Tmns ere lettered the same as the sample farm i n  the town. 
Farm C i s  located i n  two towns shown as C1 and C2. 

I T: rate, $100 
of valuation 

1 Average assessment I 



compare with an average f o r  t h e  S t a t e  a s  a whole of $4.33 i n  
1950. I n  t he  sample towns, average bare-land assessments 
ranged from $2.00 t o  $4.50 per  ac re ,  A value of about $3.00 
per  ac re  appears t o  be a t y p i c a l  f igure .  

Table 6 shows the  est imated cumulative stumpage pro- 
ceeds per  f o r e s t  ac re  f o r  substandard, standard, and 
above-standard f o r e s t  management on each of t he  sample farms 
a f t e r  paying e i t h e r  t h e  old  o r  t h e  new fo re s t  tax. It i s  
apparent t h a t  i n  t h e  long run t h e  owners w i l l  keep more of 
t h e i r  timber proceeds under t he  new t a x  system than they did  
under t h e  old  one. 

The amount t ha t  t h e  owner stands t o  gain under the  
new tax law i s  g rea te r ,  of course, where t he  old t a x  on tim- 
ber  was t h e  highest,  a s  with Farm B. Conversely, the  l e a s t  
gain  from changing t h e  tax system occurs on Farm E, where 
t h e  t a x  r a t e  i s  only $3.10 per  $100 of assessed value and 
only merchantable softwoods were assessed. On t h i s  farm 
pos i t ive  re tu rns  accrue throughout t h e  planning period under 
a l l  management l eve l s  because of t h e  well-balanced d i s t r ibu-  
t i o n  of t h e  growing-stock age c l a s se s ,  

Forest re tu rns  a r e  zero o r  negative during an i n i t i a l  
period on a l l  of the  farms except E unless aSove-standard 
management i s p r a c t i c e d .  T h i s p e r i o d  o f l o s s  i s lo lhger  
where t he  growing stock contains l e s s  o lde r  material .  These 
i n i t i a l  losses  a r e  smaller  and t he  period of waiting f o r  
pos i t i ve  re turns  i s  shor te r  under t he  new t a x  system than 
they were under the  o ld  system. 

This i s  espec ia l ly  noticeable cn Farm F, where taxes 
a r e  g r ea t e r  than stumpage proceeds under t h e  old  t a x  f o r  t he  
f i r s t  65 o r  85 years  while t he  growing stock i s  being b u i l t  

% 

up. Posi t ive  re turns  under t h e  new t ax  system a r e  received 
almost from t h e  beginning, s ince  even t h e  small amount of 
c u t t i n g  brings i n  s u f f i c i e n t  revenue t o  pay t he  low bare- 
land tax and the  y i e l d  tax,  The owning and reconditioning 
of such run-down f o r e s t  land i s  a much more feas ib le  and a t -  
t r a c t i v e  en te rpr i se  f o r  t h e  p r iva t e  owner under the  new tax 
sys tern, s- - 

I 

The cumulated stumpage proceeds of substkndard man- 
agement a r e  g rea te r  than  those of standard management, under 
t h e  old  t a x  system, on a l l  farms except E with i t s  low town 
tax r a t e  and conservative assessment pol icy f o r  growing tim- 
ber. Even when t h e  increased stumpage value of the  res idual  



ss 

Table 6.--Farms 8. C. D. E. and F: Estimated stuiuvaue proceeds a f te r  taxes. 

under three levels of forest raanamsnt, with texes estimated 

under both old and nem smtans 1 

( In  dollars per acre, emulated by decades for 90 years.) 

- --- -. 

Substandard management 
Decade 

' AxOld Wm 
tax systm tax system 

FAFM B 
1st $ - 5  S - Z 1 - 5  $ - 2  8 3 $ 6  ' 
2nd -18 - 3 -13 1 3 

31 34 
16 i 

?Irl 31 50 5 5'7 
4th 23 49 25 65 77 113 
5th 10 47 13 63 74 120 
6th - 8 45 - 8 62 71 135 
7th 12 58 -20 71 79 163 
8th -13 75 -17 100 117 225 
9th 13 106 -17 139 151 294 

I s  t 8 - 4  8 - 2  1 - 3  $ - 2  4 5 
2nd - 1 2 - 2 1 13 1 5  

a 3rd - 7 0 - 4 4 23 29 
4th - 3 10 - 5 10 33 45 
5th 17 37 10 35 71 92 
6th 6 35 9 48 97 130 
7th 34 70 19 68 129 170 

, 8th 29 71 33 94 166 218 
9th 47 93 42 109 193 2/59 

1st t o  s 0 $ - 1 $ - 1  $ 7  s 7 
2nd - 3 1 - 4 0 19 22 
3rd 12 18 4 13 38 45 
4th 4 17 12 26 38 51 
5th 24 40 18 40 66 86 
6th 18 39 24 56 82 111 
7th 44 66 34 72 102 135 
8th W 65 'J 88 122 161, 
9th 4 73 W 95 132 179 

1 s t  8 9 9 $ 2  3 $ 12 
2nd 5 8 7 10 27 
3rd 8 14 14 20 51 

$ ;  I 
55 

4th 12 21 28 38 96 102 
5th 15 30 47 63 120 131 
6th 36 56 64 85 162 176 
7th 40 63 62 90 196 216 
8th 84 106 89 l22 240. 262 
9th 103 124 154 166 330 349 

?Am F 
1s t  1 -1  1 0  1 - 1  t o  s 4 $ 5  
2nd 1 5 0 4. l4 16 
3rd - 2 4 - 1 7 17 
4th - 2 7 - 3 8 28 
5th 0 17 - 6 l4 39 -7 

6th - 1 17 -11 21 45 i 3  
7th 11 50 - 7 41 61 1DL I 

7, I 
8th  4 54 - 2 64 84 144 
9th  53 111 16 95 ll3 186 1 - 

I. The stumpage value of the growing stock l e f t  a t  the and of, nine decades is  shcvrn i n  
table 3. 

Ahove-standard management 

Old 
tax system 

St~ndard management 

Nfm 
tax system i 

Old 
tax syatm 

New 
tax s p t m  



growing stock i s  added t o  stumpage proceeds only very small 
gains can be obtained by an owner who makes moderate im- 
provement i n  h i s  management pract ices .  

The long-run gains t o  be made by improving fo r e s t  
management under the new tax system, on t h e  other  hand, a r e  
qu i t e  c l ea r  from table  6; especia l ly  when t he  stumpage value 
of t h e  residual  stand i s  added t o  f o r e s t  returns.  

The advantage of t a x  p a p e n t s  t h a t  coincide with re- 
ce ip t s  of fo res t  income i s  more s t r i k ing  i f  compound in t e r -  
e s t  i s  charged on losses and c r e a t e d  on p ro f i t s .  The 
90-gear loss  of $17 per acre on Farm B under standard man- 
agement and the  old t a x  would change t o  a l o s s  of $14.4 per  
ac re  if a 5 percent i n t e r e s t  r a t e  were used. But with t he  
new tax and 5 percent in te res t ,  standard management shows a 
p i n  of $1,300 per acre  f o r  t he  same period. 

Similar  calculat ions f o r  Farm F, using 5 percent in-  
t e r e s t ,  a l s o  show large losses  under the  old  tax system- No 
such d e f i c i t  appears under the  new tax. Returns a r e  Large 
enough and come ear ly  enough SO'  t h a t  i n t e r e s t  credi ted on 
the ea r ly  operating gains more than of f se t s  the  i n t e r e s t  
charged on operating losses.  

The conclusions reached from the  study of Farm A a p  
reaffirmed by t he  analysis  of t he  other  f i v e  sample farms. 
Larger and more ce r t a in  fo r e s t  re turns  a r e  made possible by 
t h e  new tax- A monetary stimulus f o r  owners t o  adopt fo res t  
p rac t ices  qual i fying f o r  t h e  30-percent abatement i s  a l s o  
provided. These fac tors  combine t o  make t h e  p r iva te  omner- 
s h i p  and management of f o r e s t  land a more generally a t t r ac -  
t i v e  f i m n c i a l  venture under t he  new tax system than under 
t he  old. 

- T H E  N E W  T A X  & THE T O W N  

i 
A C0mREHENSIVE ANALYSIS of any one town did not f a l l  

w i th in  t h e  scope of this stu*. Certain l imi ted genfraliza- 
t i o n s  on t h e  d i r e c t  e f f ec t  of t h e  new tax on a towsis reve- 
nue have been made, however, using the  six sample proper t ies  
as a bas i s .  1% was assumed t h a t  t h e i r  f o r e s t  acreage repre- 
sented a 10-percent sample of a hypothetical  town having a 
tax s i t u a t i o n  similar * to  t h a t  of t he  seven sample towns. 



Sta t e  as a whole, including Federal and other public owner- 
ships. Comparison of t he  two tab les  shows t h a t  the  sample 
holdings are not typ ica l  of the  S t a t e  with respect t o  age 
distribution.  The s i x  farm fores t s  contain much l e s s  older 

The percentage d i s t r ibu t ion  o f  the groning stock on 
the sample holdings by age classes and fo re s t  types i s  shown 
i n  table  7. Similar information i s  given i n  t ab l e  8 f o r  t he  

, Table 7.--Percentam distribution by forest Qws and a m  
. J 

classes of the 3.821 acres of forest land i n  the 
s i x  sample holdlnaa 

Age class ( i n  years) 
 oms st type AU ages 

0-20 21-40 W t  

Pement Percent Percent Percent 

Northern hardwood 33 15 11 59 
Spruce-fir 14 12 4 30 

m i t e  pine 3 6 2 11 

A l l  type9 50 33 17 100 

3. mble 8.--Percentam distribution by forest tms and stand-sime 

classes of the 4.682.200 ecres of comwrciij. forest 

land i n  the ent i re  state1 

Stand-sime class 

9 e e U w s  
AU s i s e  

sap-, and 
Pole Saw classes 

poorly stocked 

Percent Percent Percent Percent 

llorthern hardwood 17 22 19 58 

Spruce-fir 2 6 5 13 

Whlta pine 6 8 15 29 

All tms 25 36 39 loo 

Ilkrthenstern F o w t  -rimant Station. Foreat s t a t i s t i c s  f o r  
Row ~ r h i m .  1Jortheest. Pomet Expt. Sta., Foreet Survey Release 9. 
56 p ~ .  , 1950. 
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timber; however, they are  representative of many la rge  for- 
ested areas where cutting, wind, and f i r e  damage have been 
heavy i n  recent years. 

With a high percentage of young timber below mer- 
chantable age, the town w i l l  r a i se  l e s s  t a x  revenue from 
timber during the f i r s t  years of the new law than it had re- 

I 
I 

ceived during recent years under the old law. To bridge 
t h i s  gap i n  the townsf t ax  income, the S t a t e  Reimbursement I 
Fund was se t  up. Through this Fund, and the  y i e l d  t a x  col- 
lected, the towns w i l l  receive as much income from timber as  
they would have received under the  old ad valorem t a x  with 
timber assessments equal t o  the 1944-48 average. 

( I f  stumpage prices continue above t h e  1950 leve l  
assumed here, our estimates of t ax  y ie ld  w i l l  prove t o  be 
very conservative; the towns w i l l  benefit  by a la rger  t ax  
yield,  and the drain on the Fund w i l l  be smaller. ) 

Reimbursement payments t o  the town vary with the 
amount of y ie ld  tax the town col lec ts  under t h e  new law. One 
of the chief factors  affect ing t h i s ,  according t o  our analy- 
sis, i s  the leve l  of forest  management pract iced.  Therefore 
l e t ' s  examine the e f fec t  of three management l eve l s  on the 
hypothetical townss revenue from timber under the  new tax  
l a w  for  the next 90 years. 

t 

I f  substandard management i s  pract iced,  yield-tax 
receipts w i l l  f a l l  short  of the old property tax on timber 
(based on the 1944-48 assessment). The town w i l l  receive , 
sizable  payments from the Sta te  Reimbursement Fund during 
the  f i r s t  four decades. After tha t ,  frequent payments w i l l  
be made by the  Fund i n  years when l i t t l e  timber i s  cut. 
For the en t i re  90-year planning period, it i s  expected, the 
town's account with the Reimbursement Fund w i l l  be i n  bal- 
ance. But future c a l l s  on the Fund w i l l  oscur ,  because a 
cycl ical  pat tern of cut t ing w i l l  develop under t h i s  kind of 
management. Moreover, a gradual decline i n  t h e  value of the 
timber produced, and an increase i n  the time between har- 
vests ,  can be expected t o  reduce t ax  revenues fur ther .  

I f  standard management i s  practiced, t h e  same $t- 
uation as  under substandard management w i l l  p r eva i l  for  
about the f i r s t  four decades. After tha t  time, however, the 
town w i l l  not need t o  draw on the Fund. Y~eld- tax  receipts 
dl1 balance the  town's account with the Fund by the  end of 
the 90-year planning period. After t h a t  t h e  y i e l d  t a x  w i l l  



continue t o  b r ing  i n  more than t h e  old  timber t ax  on t h e  
1944-48 base. The town w i l l  receive l a rge r  tax revenues and 
no fu r ther  payments from the  Fund w i l l  be needed. 

I f  above-standard management i s  practiced,  y ie ld- tax 
receipts  w i l l  be g r ea t l y  increased. Money w i l l  be needed 
from the  Fund only during t h e  f i r s t  10  years. The account 
shoukl be i n  balance by t he  end of t he  second decade, wi th  
subs tan t ia l  gains f o r  t h e  town a f t e r  t ha t .  Of course a l l  
timber owners w i l l  not adopt this high l e v e l  of management; 
but  i f  even a few do, town t a x  revenues w i l l  be increased 
appreciably and the  d ra in  on t h e  Reimbursement Fund w i l l  be 
reduced accordingly. 

I f  the  four th  and lowest l e v e l  of management i s  prac- 
t i ced ,  a paradoxical s i t ua t i on  w i l l  occur. The f i r s t  two 
decades, when heavy cu t t i ng  w i l l  take place, w i l l  see  3 

l i g h t e r  dra in  on the  Fund than under e i t h e r  standard o r  sub- 
standard management. After  t he  i n i t i a l  s tand has been 

* l iquidated,  however, t he  yield-tax revenue of t h e  town w i l l  
f a l l  off d ras t i ca l ly .  Timber w i l l  be harvested as soon as 
it becomes merchantable f o r  low-value products. Succeeding , stands w i l l  be of lower qua l i t y  and volume; so  t h e  fo r e s t  
areas  w i l l  become l e s s  productive. This w i l l  reduce stump- 
age rece ip t s  and cause a continuous d ra in  on t he  Reimburse- 
ment Fund. 

The e f f ec t  of t h e  new t a x  on town revenues can be 
much grea te r  than i s  indicated by yield-tax receipts  alone. 
A s  f o r e s t  resources a r e  b u i l t  up, secondary benef i ts  w i l l  
accrue from t h e  harvesting and processing of o ther  kinds of  
f o r e s t  products, from enhanced recreat ional  values, and so  
on. 

THE F'IRST SIX MONTHS OF OPERAT'ION 

PRELIMINARY DATA a r e  now ava i lab le  on t he  operation 
of the  new t a x  law between t he  time i t  became e f f ec t i ve  
( ~ ~ r i l  1, 1950) and the  end of t he  t a x  year  (October 1, 
1950) .. This information was obtained from t h e  New Hampshire 
Tax Commission, selectmen, landowners, and o ther  sources. 

It i s  important t o  r e c a l l  t h a t  t he  adoption of t h e  
y ie ld  t ax  was widely opposed i n  t h e  1949 legislature--the . 
Act was saved by only a one-vote margin. Much of t h i s  op- 



position was f r m  the representatives of small towns. Since 
the law i s  administered local ly ,  t h i s  opposition posed a 
serious problem unless selectmen and landowners could be in- 
duced t o  give the l a w  effect ive support. Therefore the Tax 
Commission, thc Extension Service, The Society fo r  Protec- 
t i o n  of Mew Hampshire Forests, and others have been conduct- 
ing an intensive educational program t o  explain the law's 
purpose and operation. 

The new law would have been much l e s s  successfully 
applied without this uducational e f for t .  It might well have 
become a "dead l e t t e r , "  a s  so of ten happens with l i t t l e -  
understood legis lat ion.  

Administrative experience w i t h  the new law has been 
more favorable than was generally expected. The t rans i t ion  
has involved extra work for  the S ta te  Tax Commission so t h a t  
l a s t  year it hired two part-time employees t o  a s s i s t  select- 
men and investigate trouble spots. We uiiderstood tha t  the 
Commission i s  sa t i s f i ed  w i t h  the r e su l t s  so f a r ,  

Town enforcement of the provisions of the new law has 
been the chief administrative d i f f icu l ty .  There must be as- 
surance that  the  towns are  col lect ing a l l  the required y ie ld  
tax. A $500 penalty i s  incurred by an owner making a fa l se  
report on the value o r  amount of stumpage cut. Either the 
Commission o r  the assessing o f f i c i a l s  can bring actionson 
behalf of the  town against delinquent owners. The S ta te  can 
a lso  withhold reimbursement from a town where enforcement i s  
obviously lax  o r  i r regular .  Nonetheless, the f u l l  coopera- 
t i on  of the  selectmen i s  needed t o  prevent evasion. 

t 

Last winter the Tax Commission made a rough survey t o  
see how effect ively the tax was being collected. I n  only 
about one-fifth of the towns did they f ind evidence \ of 
seriously lax enforcement or  lack of understanding of the 
law by town of f ic ia l s .  Trouble spots a re  being ironed out. 
A l l  things considered, t h i s  seems t o  be a aat.isfactorq 
record. 

Determining qualification f o r  tax abatement i s  an 
administrative problem parallei. t o  enforcement. $-electmen 
have i n  geni ral recognized t h i s  as t h e i r  responsibility. 
During the f i r s t  6 months, abatement was re4uested on 
35 percent (504) of a l l  tax-paying operations. But select-  
men granted only 309 of these requests, The County Foresters 
were frequently asked to  help selectmen t o  recognize minimum 
fores t  practices,  but the selectmen made the f i n a l  abatement 



decis ion on each case With more experience it i s  expected 
t ha t  most selectmen w i l l  recognize minimum f o r e s t  p rac t ices  
without ass is tance.  

One administrat ive problem t h a t  loomed la rge  t o  many 
observers has not y e t  become important. This was t h e  evalu- 
a t ion  of 'bare  fo r e s t  land. I f  bare-land assessments a r e  too 
high, - $ores t owners w i l l  f a i l  t o  obta in  any needed tax 
r e l i e f  and t h e  y i e l d  t a x  w i l l  become an add i t iona l  burden t o  
fu r ther  discourage f o r e s t  ownership. I f  bare-land i s  assess-  
ed too low, owners might escape t h e i r  f a i r  share of l o c a l  
taxes . 

When the  new law went i n t o  e f fec t ,  however, most 
bare-land was already l i s t e d  separate ly  on t h e  tax books. 
Thus t h e  problem of evaluation did not come up as a neces- 
sary  part of implementing the  new tax l a w .  Witk, S t a t e  Re- 
imbursement Fund support, the re  was no pressure on t h e  towns 
t o  increase  bare-land assessment a s  compensation f o r  drop- 
ding growing timber from the  tax base. Whenever necessary, 
t he  r u l e  of thumb followed by most selectmen i s  t o  assess  
bare f o r e s t  land a t  approximately t he  market p r i ce  of 
q h i l a r  recent ly  cut-over land i n  t h e  town. The Tax C d s -  
s ion  i s  a l e r t  t o  inves t iga te  cases of inequi table  assess- 
ment. 

The y i e l d  t a x  brought i n  $99,566 from 1,541 opera- 
t ions  during i t s  f i r s t  6months, This was about $356,000 
l e s s  than  would have been col lected under t he  old  tax a s  
'estimated with t he  reimbursement formula. This amount was 
paid t o  the  towns from t h e  Fund, Since t h e  bond i s sue  
authorized f o r  t he  Reimbursement Fund was only $300,000, an 
addi t ional  $60,000 was appropriated t h i s  year. 

How much fu ture  l eg i s l a tu r e s  w i l l  have t o  appropriate 
fo r  town reimbursement i s  an important question. Yield 
taxes col lected i n  1950 between April  1 and October 1 were 
used t o  o f f s e t  t h e  loss  of a f u l l  year ' s  property taxes on 
flowing timber. Furthermore, only about 40 percent of t he  
timber harvested i n  a normal year i s  cu t  during t h i s  period. 
Thus one can i n f e r  t h a t  i f  t he  new law had been i n  operation 
during the  e n t i r e  year  t o t a l  yield-tax rece ip t s  would have 
been about $250,000 (100/40ths of $99,566). 

High stumpage pr ices  and expanding markets f o r  low- 
grade mater ia l  w i l l  tend t o  increase  the  amount of y i e ld  tasr 
i n  fu tu re  years. Also, g rea te r  experience with t h e  new sys- 



t e m  w i l l  r e su l t  i n  more uniform enforcement, But despite 
this; an annual net reimbursement of about $200,000 may be 
expected t o  continue f o r  some time. 

Widespread adoption of be t te r  fores t  practices would 
not re l ieve  t h i s  s i tua t ion  u n t i l  be t te r  growing stock has 
had time t o  build up--perhaps i n  20 or  30 years. Universal 
adoption of intensive management could eliminate the drain 
on the  Fund within the next 10 years; but this i s  decidely 
unlfkely under present conditions. 

Nineteen of the towns and six of the unincorporated 
places were not en t i t l ed  t o  any reimbursement l a s t  year. I n  
these areas enough cutting was done i n  6 months l a s t  year to  
give a y ie ld  t ax  la rger  than the revenue l o s t  by exempting 
growing timber from assessment. (The unincorporated places 
a r e  wild lands administered by the State  and held f o r  the 
most p a r t  i n  large ownerships, I n  the past  taxes here have 
tended t o  be l igh t .  ) 

The prospective drain on the  S ta t e  f o r  reimbursement 
presents a p o l i t i c a l  hazard. New Hampshire i s  not a r ich 
s t a t e  and the law's supporters fear  t h a t  large annual appro- 
pr ia t ions  may endanger the  law. The fundamental question is:  
W i l l  the  people support a continuing sizable investment i n  
t h i s  form as part of a program t o  b-kLld up the ~8ro.Qdctivity 
of the  S t a t e ' s  fores t  resources? 

Two ways have been suggested for  reducing reimburse- 
ment requirements. One i s  t o  change the method of calcu- 
l a t i n g  the  reimbursement so that  towns most able t o  do so 
w i l l  bear some of the t ax  loss.  Another proposal i s  t o  in- 
crease the yield-tax ra te  on cut t ing tha t  does not meet min- 
imum forest-practice standards. 

% 

S t i l l  another group of the law1 s supporters maintain 
t h a t  it should not be a l t e red  i n  any important respect fo r  
10 o r  20 years. They hold t h a t  the  S ta t e  should avoid any 
ac t ion  tha t  might be interpreted as abrogating promises made 
t o  the  towns and landowners, 

P o l i t i o a l  acceptance of the law is,'C"apparently in-  
creasing on the town level.  T h i s  may be due i n  par t  t o  the 
vigorous educational program and i n  par t  t o  the selectmen's 
f inding tha t  administration i s  not so d i f f i c u l t  and onerous 
as some had expected. One selectman who had opposed the  law 
summed up a not too uncommon a t t i t ude  when he said, "Nm 
we've got t h i s  law, l e t ' s  make it work i f  we can. 



Many timber buyers and operators oppose the  new l a w .  
Previously landowners paid a l l  f o r e s t  taxes; now the  opera- 
t o r  must not only pay t he  y i e ld  tax bu t  must a l s o  repor t  t h e  
value of stumpage cu t  t o  t he  l o c a l  t a x  au thor i t i es .  While 
t h i s  may be good landowner education i n  timber appraisa l ,  it 
may a l s o  become more d i f f i c u l t  f o r  buyers t o  obtain some of  
t he  b a r g a i n s ~ t h a t  have been obtained i n  t h e  pas t  from owners 
who were p&rly-informed about timber values. This type of 
operator would l i k e  t o  s ee  t he  l a w  k i l l ed .  

A few owners, who a r e  now cu t t i ng  mature timber t h a t  
has been f u l l y  assessed before, f e e l  t h a t  they a r e  t h e  vic- 
tims of  double taxation--which they are--but most owners 
were never f u l l y  assessed,  Other owners, confident t h a t  
t h e i r  timber would never be more than nominally assessed, 
f e e l  trapped. I n  s p i t e  of t h i s ,  forest-owner support of t h e  
new Law has grown s ince i t s  adoption. 

One man with holdings sca t te red  i n  several  towns 
summed up a t yp i ca l  a t t i t u d e  of owners i n t e r e s t ed  i n  fo res t -  
ry. llOur land doesn' t support much merchantable timber now, 
but w e  hope t o  have it producing wi thin  40 o r  50 years. I n  
1949,our average t a x  was about 20 cents per  ac re  while under 
t he  new l a w  l a s t  year it was 12 cents per  acre.  But t h e  
r ea l l y  important th ing  i s  t h a t  now we can go ahead with a 
fores t ry  program without t h e  threat, of constant ly  increas ing 
property taxes  a s  a resu l t . "  

F'I  N A I L  OB S E R V A T ' I  O N S  

THE BASIC ATTRIBUTES of a good fo r e s t  tax seem t o  be 
these: 

The tax should be simple t o  ca lcu la te  and economi- 
c a l  t o  administer, and should y i e ld  an  adequate 
revenue. 

I t s  adoption should not unduly disrupt  l o c a l  gov- 
ernment finances, 

4 ~ H E  CRITERIA ARE BASED ON PRiNt lPLES OF TAXATION PRESENTED BY HAROLD 
M. GROVES. FINANCING GOVERNMENT. ED.  3 .  645 P P .  NEW YORK. 1950. 



It should impose a f a i r  and equal burden on a l l  
owners. This burden should be commensurate with 
t h e  income-producing capaci ty  of t h e  property. 

It should be timed, as f a r  a s  possible,  t o  f a l l  
due when t h e  f o r e s t  y ie lds  an income. 

It should minimize t h e  uncertainty of f u tu r e  t ax  
burdens. 

It should not  discourage t he  most economic, long- 
range management of f o r e s t  land. 

The foregoing discuss ion brings out  how t h e  old and 
new fo re s t  t a x  systems i n  New Hampshire measure up t'o these  
c r i t e r i a .  The new law f a l l s  shor t  i n  2e r ta in  par t i cu la r s ,  
but  it comes much nearer t o  meeting them than did t he  old  
system. HOW successful  i t  w i l l  be ds,ends l a rge ly  on i t s  
administrat ion and on public acceptance. 

Perhaps t he  g r ea t e s t  long-run value of t he  new law i s  
i n  i t s  educational e f f ec t .  Widespread public discussion has 
been aroused by the  passage and app l ica t ion  of t he  new l a w .  
Some knowledge of des i rable  fo r e s t  pract ices  has been 
acquired by selectmen, landowners, and operators throughout 
t h e  S ta te .  Forestry has a more r e a l i s t i c  meaning t o  these  
people now than it had 2 years ago. Then many were s t i l l  
th inking exclusively i n  terms of f i gh t i ng  f i r e s  o r  p lah t ing  
a new t r e e  f o r  each one cut .  

Experience t o  da te  ind ica tes  t h a t  most ownerstwill 
not improve t h e i r  f o r e s t  p rac t ices  because of t h e  30-percent 
abatement alone, However, increas ing fami l ia r i ty  with these 
p rac t ices  and t h e i r  cos t s  and re turns  w i l l  help promote 
b e t t e r  f o r e s t  management. 

It i s  s i gn i f i c an t  t h a t  t h e  minimum forest-practice 
ds a r e  rapidly t ak ing  on meaning qu i te  as ide  from 

e i r  o r i g ina l  purposes. They a r e  frequently re fe r red  t o  i n  
n t r ac t s ,  and a r e  o f ten  spec i f ied  a s  operating standards by 

s e l l i n g  stumpage. Most of these  owners would not 
i t  worth while t o  get  a f o r e s t e r ' s  advice o r  t o  wri te  
own cu t t ing  standards. A few buyers have dtnnounced a 

of meeting minimum fores t -pract ice  standa$ds on t h e i r  

Not a l l  of these  i nd i r ec t  benef i t s  from the  new l a w  
lend themselves t o  tangible  evaluation; none the less  they a r e  
continuing and rea l .  
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Forest taxation i s  interwoven with the  knotty ques- 
t ions of the general property tax, of financing loca l  gov- 
ernment, and such related issues as  ru ra l  zoning and public 
services. The new tax w i l l  cer ta inly not solve New 
Hampshire's fo res t  problem; i t s  solution must come gradually 
through many ,different approaches. 

I 

The -R"' t ax  does, however, enhance the opportunities 
f a r  forest  management as a profitable ent t rpr ise .  It i s  a 
forward s tep toward creating an ins t i tu t iona l  framework more 
favorable t o  forestry.  If cooperation t o  accomplish the  
objectives of the new l a w  can be achieved among the S ta te ,  
l oca l  authori t ies ,  fores t  operators, and landowners, it w i l l  
be a milestone i n  progressive fores t  legis lat ion.  
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