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ABSTRACT

TheFederal Land Policy and Management Act of 1976 (FLPMA) specifically states, “ The Congressdeclaresthat it isthe policy
of the United Statesthat— ... (9) the United Statesreceivefair market value of the use of federal lands and their resources unless
otherwiseprovided by statute... .” Thispolicy either hasbeenignored or unevenly administered by federal agencies. Asaresult,
some user groups are subsidized to a much greater degree than others. If all user groups were treated equally, there would be
asignificant changein net benefitsreceived by usersand agency revenues. Chargingfair market valuefor all usesof federal lands
also would affect the use of public and private lands.

Professor, Department of Economics, Utah State University, Logan, Utah.



INTRODUCTION

I ssuesassociated with theacquisition, disposal, retention,
and use of public lands? in America have been important
topicsfor morethan 200 years. The acquisition and disposal
of public lands dominated discussions in the 18" and 19"
centuries (Clawson and Held 1957, Gates 1968), but these
issues are not as controversial today because decisions con-
cerning use (amount and type of use) now dominate discus-
sions of public land policy, and it is likely that these issues
will become even more controversial inthe coming century.
One reason why thisislikely is that the existence of public
lands is not evenly distributed—all citizens have an interest
in the management of federal lands, but everyone is not
equally affected by land management decisions. Figure 1
shows that most lands administered by the federal govern-
ment are located in the western United States. For example,
lessthan 1% of the land in Connecticut and Kansasis owned
by the federal government. Thisis different from stateslike
Alaska, Idaho, and Utah, where at least 60% of the land is
federally owned. It also should be noted that the percentage
of land owned by thefederal government iseven morewidely
disbursed within thevarious states. For example, in Utah, the
percentage of federal land varies from a high of nearly 92%
in Garfield County, where Bryce Canyon National Park is
located, to just over 5% in Morgan County, which islocated
just east of Ogden. (USDI-BLM). As a result, public land
management issues are more important in some areas and to
some people than they are to others.

AGENCY ADMINISTRATION

Agency administration of public lands has become more
important over time. One of the reasons why thisis critical
stems from the fact that the various agencies that administer
these lands have differing legislative mandates and objec-
tives. Figure 2 shows the percentage of federal land admin-
istered by thevariousagenciesin 19972, These datashow the
four agencies of the federal government that administer the
largest number of acresarethe Bureau of Land Management
(BLM), U.S. Forest Service (USFS), Park Service, and Fish
and Wildlife Service (FWS). These four agencies are the
primary focusof thispaper, withthegreatest emphasisplaced
on lands administered by the BLM and USFS.

During most of the history of the United States, land
disposal was encouraged. Today, however, the budgets for
most federal land management agenciesincludefundsfor the
acquisition of land. In addition, lands may be administra-
tively shifted from one agency to another. This has resulted
in an increase in the acreage administered by some agencies
and declines for others. For example, the number of acres
administered by the four major agencies has generaly in-
creased during the past two decades (Fig. 3). The major
exception is land administered by BLM, which declined by
more than 20% between 1985 and 1996 (Rezendes 1997).
However, essentially all of this reduction was due to the
transfer of federal landsin Alaska.

CHANGESIN USE OF FEDERAL LANDS

The datain Figures 4—6 show afairly consistent pattern.
Thenumber of animal unit months (AUMSs) of grazing, board
feet of timber harvested, and extraction of most mineralson
BLM and USFSlandshasgenerally declined over timewhile
recreational use has increased*, as has the number of acres
managed by the FWS and Park Service. When land adminis-
tration shifts to either the Park Service or FWS, thereis an
inherent change in use from commercial uses (primarily
timber harvesting, grazing, and mining) to“noncommercial”
uses—primarily preservation and recreation. The implica
tions and impact of these decisions has received very little
attention in the literature. Most of the emphasis has focused
on the changes in use of lands administered by a single
agency—yparticularly lands administered by the BLM and
USFS. In addition, the number of acres designated as
wilderness has increased over time (Landers and Meyer
1998). Theselands are“ ...in contrast with those areas where
man and his works dominate the landscape ... " to lands “ ...
wheremanhimself isavisitor whodoesnot remain.” Asaresult,
a number of restrictions are placed on the management of
wilderness lands that limit the application “multiple use” prin-
ciplesthat govern the use of other lands managed by the BLM
andUSFS. All of thesechangeshaveresultedinageneral decline
inuseby all user groups, except recreation. Thesechangesinuse
have had an impact on agency revenues and expenditures.

2Publiclandsareany landsowned and managed by any unit of government. Inthispaper, however, thediscussionwill belimited tothoselandsthat are managed
by agencies of the federal government. Many of these same issues exist with respect to lands owned and managed by state or local units of government, but
these will be ignored in this paper.

3Thedataonland administration over time by agency isnot consistent. Thisisparticularly truefor the Fish and Wildlife Service. For example, General Services
Administration reported 288,049 acres were managed by FWSin 1997, while datafrom FWS reported 90,058,831 acres. In some years, the total reported by
the agency was greater than the reported total of all federal lands (sum of the parts was greater than the whole). As aresult, these data should be viewed as
“best estimates.”

4Additional detail concerning thesetrends can be obtained from various agency publicationsand sources. The primary sourcesare BLM Public Land Statistics
for the BLM and annual reports of the chief of the USFS. Information concerning use of lands administered by the Park Service and FWSislimited except
for recreational visitation.
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Figure6. Recreational visitor days (RVDs) on BLM and USFS lands, 1967-1997.

AGENCY DEFICITS

The number of studiesthat have evaluated agency spending
versusrevenuesislimited®, butthey dl indicatethat revenuesare
less than expenditures (Hyde and Chamberlain 1995, Nelson
1979). The study by Nelson indicated that most (63%) of the
BLM revenues were from the minera estate and from O&C
lands in Oregon and Cdifornia (29% of revenues). Nelson's
study alsoindicated that thelargest deficitswereassociated with
the management of recreation and wildlife. However, these
studieswereconducted sometimeago and may not beindicative
of agency revenues and expenditures today.

Dataconcerning current revenuesand costsof administer-
ing lands managed by the federal agencies are limited®.
Available data (Table 1) suggests that the amount of the
deficitsisnot trivial, and that the deficits (Figs. 7 and 8) have
probably increased over time because revenues have de-
clined with the reduction of use of federal lands by commer-
cial userswhile costshaveincreased. Whilerevenue dataare

not reported for the FWS or Park Service, what data are
available suggest current deficits for the Park Service are
probably closeto those for the USFS (about abillion dollars
ayear), while those for the FWS are probably close to those
for the BLM (about a half billion a year). Thus, these four
agencies are probably incurring a total deficit of about $3
billion ayear or nearly $5 per acre administered.

Table1l. Revenuescollected, expenditures,and estimated
yearly deficit by BLM, USFS, Park Service, and

FWSfor Fiscal Year 1997 or 1998.
Y ear Revenues Expendituresor Estimated
Agency reported x $1,000 outlaysx $1,000 deficit ($)
BLM FY 1998 146,938 582,080 Half hillion
Forest Service 1997 368,789 1,307,000 Billion
Park Service 1997 Not reported 1,156,000 Billion
FWS FY 1997 Not reported 587,000 Half hillion

Sources: BLM, Public Land Statistics, Forest Service, FWS, and Park
Service, Budget of the U.S. Government.

5Some of thiswork has been conducted in an effort to estimate the benefits and costs of transferring federal land to state or private ownership. These studies
(Workman et al. 1991, Hyde and Chamberlain 1995, Nelson 1989) have generally shown that the potential gains are not as great as some have suggested
(Fretwell 1998), although substantial reductionsin deficits appear to be possible by reducing costs.

81t should be noted that the available data on costs and returns should be used with care. For example, the studies by Calbom (1998a, b) indicate that Forest
Service accounting is suspect, and it islikely that the errors are just aslarge for the other agencies asthey are for the USFS. Sheindicted that “ ... the Forest
Service was not always abl e to determine the amount of funds spent, reimbursementsit should have received of the validity of recorded assets or liabilities’
(Calbom1998a, p. 3). Inaddition, “ ... they could not determinefor what purposes$215 of the$2.4 billionin operating and program fundswere spent” (Calbom

1998b, p. 3).
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Two alternatives exist that can be used to reduce these
deficitsif federal landsareretained. Onemust either increase
revenues and/or reduce costs. Hill (1999a) recently summa-
rized some of the problems of reducing agency deficitswhen
heindicated that “ Generating revenueis not amission prior-
ity of the Forest Service ... and the costs (of USFS programs)
are funded from annual appropriations rather than from
revenuegenerated... (The USFS, therefore,) doesnot havean
incentiveto control costs. Moreover, when the Congress has
provided the Forest Service with the authority to obtain fair
market value... theagency hasnot doneso. Asaresult, theForest
Serviceforgoesat least $50 millionin revenue annualy” (p. 1).

The primary focus of this paper concerns increasing
revenues by obtaining fair market values. The Federal Land
Policy and Management Act of 1976 (FLPMA) specifically
states, “The Congress declares that it is the policy of the
United States that— ... (9) the United States receive fair
market value of the use of federal lands and their resources
unless otherwise provided by statute ... .” Congress did not
define what it meant by “fair market value,” and the defini-
tion of what is meant by “fair market value” is not a mute
issue. Several definitionscould beused, but | assumethat fair
market value representswhat feeswould beif the landswere
managed as if a competitive market existed for the use of
federal lands. This suggests that the current fees need to be
examined to see whether they meet these criteria.

FEES FOR USING FEDERAL LANDS

Clawson(1965) noted morethan 30yearsagothat “ Broadly
speaking, prices and charges for goods and services from
federal landsfall into three general groups: (1) those more or
lessat market prices, (2) thosefreeor nearly so, and (3) those
at intermediate levels’ (p. 35). These same general groups
exist today. Numerous uses of federal lands exist and evalu-
ating the fees for all usesis beyond the scope of this paper.
But, some insight into the problems that exist in obtaining
“fair market values’ can be obtained by examining the fees
used for the five major uses associated with federal lands—
livestock grazing, timber production, minerals, water, and
outdoor recreation including fish and wildlife'.

Livestock Grazing
There probably hasbeen more published research doneon
determining the“fair market value” of grazing than any other
useof federal lands®. At thepresent time, feesareset for using
lands administered by the BLM and USFS using theformula
outlined in the Public Rangeland Improvement Act (PRIA).
Thisformulais:
Grazing fee = $1.23 ((FVI + BCPI -PPI)/100)
where;
$1.23 is the base forage value (difference between total fee
and nonfee costs of using federal and nonfederal lands),
FVI isanindex of pricesfor using private lands,
BCPI isthe price index for beef cattle, and
PPI is the price index for the cost of beef cattle production.

This formula has been criticized by numerous authors.
The papers contained in the publication edited by Rimbey
and | zaak 1994; and the publicationsby Quigley, Taylor, and
Cawley 1988; and Torell et al. 1993, 1994 contain asummary
of most of theissues. Oneof thekey issuesassociated withthe
PRIA formulaisthat it resultsin afeethat is uniform for all
areas, classes of livestock, and pointsin time. A voluminous
body of literature clearly showsthat thevalue of grazing does
vary with respect to time, location, and class of animal. Asa
result, some livestock operators pay less than would be
expected under competitive conditions. However, the total
cost of grazing (fee and nonfee costs) are such that use of
someareasisunprofitableand thegrazing allotment isvacant
(Godfrey, Nielsen, and Lytle 1985)°—available for use, but
no operator has filed for use of the area/allotment. Another
implication of the PRIA fee formula results in grazing per-
mits that have value—the difference between the fees paid
and the value of the forage obtained hasbeen capitalized into
the value of the grazing permit. As aresult, any increase in
fees would be expected to reduce the value of these permits
(Torell and Doll 1991, Lambert 1995, Lambert and
Shonkwiler1995, Egan and Watts 1998, Johnson and Watts
1989) that are commonly bought, sold?, and used as collat-
eral for loans. Thisdifferssignificantly from permitsto graze
FWS lands. These permits are commonly sold to the highest
bidder and probably reflect fair market value.

"Outdoor recreation is the only major use of lands administered by the FWS and Park Service. As aresult, fee issues for the other uses are essentially mute
issues for lands administered by these agencies. As aresult, most of the discussion deals specifically with lands administered by the BLM and USFS.

8Some have suggested that if the money spent to study grazing fees had been used to purchase grazing permits, most of the permits to use federal lands by
livestock operators would not exist today. But, several economists, including this author, probably would have been forced to find other employment over

time.

9The data in this publication were updated in 1992 and are being updated again in 1999. These updates indicate that the number of vacant allotments has

increased.

Theoriginal owners of these permitsobtained awindfall, but few of these permitsare currently owned by original permittees. Seethe discussion by Gardner

(1997a) concerning thisissue as it relates to grazing, timber, and water.



Timber

Timber removed from federal lands has historically been
assessed afeethat iscloseto fair market value. Federal land
managersappraisethevalueof timber inan areaproposed for
sale. Thistimber isthen sold to thehighest bidder. Onewould
expect therevenuesfrom the sale of timber to be closeto that
of a competitive market. However, numerous cases have
been documented where acompetitivebid did not exist (U.S.
Congress 1994). In addition, below-cost (revenues are less
than the costs incurred) timber sales have been criticized
since the early days of the USFS (O’ Toole 1988) as have
many sales on BLM lands. Liggett, Prausa, and Hickman
(1995) have suggested that there are reasonswhy bel ow-cost
timber sales exist that may be beyond the control of the land
management agencies. In addition, proposals that would
raise bids enough to meet agency costs have serious draw-
backs (costs may not be justified). This does not mean that
additional revenues cannot be generated (Hill 1999b). But,
timber sale revenues probably come closer to being fair
market values than any other use.

Minerals

No other use results in more revenue from federal lands
than the extraction of minerals including oil, gas, and coal.
For example, in 1990, competitive oil |eases generated roy-
alties of $588 million and $49 million in bonuses (Gerard
1997). TheMinerals M anagement Servicereported revenues
tothe U.S. Treasury of $3.6 billionin 1998 from federal and
Indian mineral lease revenues. But, three comments should
be understood about these large revenues. First, $3.4 of the
$3.6 billion in 1998 were generated from off-shore minera
activity and, therefore, have essentially nothing to do with
land management. Second, alargeportion of thetotal mineral
revenues are distributed to various funds (e.g, Indian tribes,
states, Land and Water Conservation Fund, Historic Preser-
vation Fund, etc.) and arenot distributed tothe U.S. Treasury
(61.3% of thetotal wenttotheU.S. Treasury in 1998). Third,
most of the total revenues both on- and off-shore come from
the sale of fossil fuels—oil, gas, and coal. Without these
revenues, federal landswould generate only afraction of the
costs of management. This does not mean that mineral
activity generatesas much asit could. For example, many of
the leases for mineral activity are competitively bid while
othersarenot. Thisisparticularly truefor “hardrock” leases.
AsGerard (1997) stated, “Much of thecriticism of themining
law concerns the lack of fair return to the public for the use
of these lands, leading to areformer’s web site claim that it
isthe' granddaddy of all subsidies.” Suchcriticismsgenerally

focus on the absence of production royalties, thelow price of
federal lands offered by patent provision, and returns from
speculation.” Royalties are based on a percentage of either
gross revenue or net profit and, if competitively bid, gener-
aly result in a “fair market return.” One area where the
potential for change exists concerns mineral patents. Some
lands (amount is unknown) are patented for mineral pur-
poses, but are subsequently devel oped for other purposes. In
many of these cases, the difference between the amount paid
for these lands and their market value is very large (Gerard
1997, U.S. Congress 1994). The holding fee (fee paid to
maintain amining claim) al so hasbeen abusedinthepast, but
thisisprobably not astruetoday asit was before 1992, when
Congress changed the holding fee requirements from $100
worth of “assessment work” to be conducted by the owner of
the mining claimto apayment to the government of $100 per
year for each claim. Asaresult, mining representsa*“ mixed
bag” where some sales are close to fair market value while
others are not.

Water

Thereislittle doubt that water is one of the most valuable
products coming from federal lands. However, it isdifferent
from all other uses in one important aspect—most of the
valuedoesnot occur insitufor threereasons. First, water used
for consumptive purposes (primarily municipal, industrial,
andirrigation) must leavethefederal landsbeforeitisuseful.
Furthermore, thereisno way to exclude use by hol ding water
on federal lands. Second, the amount of water used for
nonconsumptive uses (e.g., fisheries and wildlife) is small,
and itsvalueislikely to be small at the margin. Third, water
allocationisadministered by the statesand not by thefederal
government. These three factors suggest that there is little
potential for increased revenues from the sale of water from
lands administered by the BLM, USFS, FWS, or Park Ser-
vice. However, water coming from federally funded water
devel opment projects (e.g., Corps of Engineersor Bureau of
Reclamation projects) historically has not earned fees equal
to its fair market value. The cost/fee for water from these
projects generally has been determined by calculating the
separablecosts/remaining benefitsof irrigationforamultiple
purpose project (Eckstein 1958, chap. 9). This method is not
designed to obtain fair market value, but, rather to obtain
reimbursable expenses. As aresult, the difference between
the value of the water and what users have to pay has been
capitalized into the value of lands™ that receive this water
(Gardner 19974) and is similar to the capitalized value of
grazing permits.

11Some beneficiaries(generally navigation, flood control, and recreation) are not required to pay for the benefits of awater devel opment project. Someof these
beneficiarieswill not have obtained awindfall gain that is capitalized into the value of land, but it islikely that these gains are capitalized into the value other

resources.



Recreation

There is no use of federal lands today that is as heavily
subsidized (fees paid versus what would exist in a competi-
tive market) as recreation. For example, Fretwell (1998)
found that the losses (cost of administration less revenues
collected) from recreation ($355 million) for the USFS and
BLM wereabout equal tothelossesfor timber ($290 million)
and grazing ($66 million) combined. But, revenues less
administrative costsis not the only measure of the degree of
subsidization. There is a voluminous body of literature that
includesestimates of the val ue of recreation onfederal lands.
Most of these estimates determine consumers’ surplus and
reflect the users' “willingness to pay.” These estimates are
rarely comparedtowhat theusersdoinfact pay. Oneexample
of many that may be used will illustrate this point. The
publication edited by Payne, Bowker, and Reed (1993) sum-
marized the work that has been done concerning the val ue of
wilderness. Some of these studies (L oomisand Walsh 1993)
suggest awillingness to pay that is much greater than many
other typesof recreational use. Y et, thisgroup of usersrarely
paysanythingfor usingfederal lands. Thisdoesnot meanthat
costs are not incurred, but there is no direct fee charged for
using federal lands by this group of recreational users. Asa
result, there have been a number of proposals made that
would impose fees for the recreational use of federal lands.
Asmight beexpected, these proposals, likesimilar proposals
that would increase the fees paid by other users, have been
and will continue to be resisted.

ARGUMENTS FOR/AGAINST FEES

Thereareseveninterrelated reasonsthat havebeenusedto
either support increased fees or maintenance of low or zero
feesfor using federal lands. Theseinclude: (1) taxesare paid
and, therefore, fees should not be levied, (2) the need to
stimulate devel opment or stability of thelocal economy, (3)
equity considerations, (4) increased fees would reduce use,
(5) generation of revenues, (6) a particular use possesses a
“public interest,” and (7) encouragement of economic effi-
ciency (seethearticlesby Moore 1998, Clawson 1965, Harris
and Driver 1987, Binkley and Mendelsohn 1987, and
Leuschner et al. 1987).

Payment of Taxes and Equity

Some have argued that charging fees for using federal
lands is aform of double taxation because taxes are paid to
providethese uses. It should be noted that all userspay taxes,
but not everyone who pays taxes is either willing or able to
use federal lands. Given the large agency deficits outlined
above that are paid by the general taxpayer, it islikely that
those who use the federal lands gain benefits that are sup-
ported by others. This difference is perhaps most clearly
illustrated by recreation. Most research has shown that the
majority of recreational users of public lands have higher-
than-average incomes and they pay low or zero fees. This

represents a case of the relative rich obtaining benefits
supported by therelative poor. Even if the public landswere
primarily used by the relative poor, two important questions
need be answered. “Why do they deserve help at the expense
of other people? Is free use of federal lands the best way to
help them?” (Clawson 1965).

Development and/or Stability of L ocal Economy

One of the early public land policies wasto provide land
to settlers at low or zero cost (nonfee costs were not zero).
This was done to encourage “ settlement of the West.” This
reason haslittle support today because theselands have been
settled. Some groups, however, argue that increased fees
would result in reduced use of federal lands, the exit of firms
from the local area, and the demise of the local economy
(Godfrey and Pope 1990).

Reduced Use from Fees

Basic economics would suggest that an increase in fees
wouldresultinreduced useof federal lands. But, itisnot clear
how much most uses would decline as a result of increased
fees. Most of those who oppose increased fees at least
implicitly assumethat thedemandsfor using federal landsare
relatively elastic (Moore 1998). Little empirical work has
been done concerning the elasticity of demand for most uses
of thefederal lands. Someinsight for recreation has recently
been gained with the fee demonstration program. The effect
of imposing fees for the use of these areas has shown
“visitation by the public to the vast majority of fee demon-
stration sitesdoesnot appear to have been negatively affected
by increased or new fees. Public acceptance of the fee
program remains high, particularly with the provision for
retaining the majority of the fee revenues at the site where
they werecollected” (USDI and USDA 1999, p. 4.; Rezendes
1997, 19984, b). This suggeststhat use of at |east these areas
is relatively inelastic with respect to fees. This is probably
due to the fact that fees for using areas such as Y ellowstone
Park, and where most of the demonstration areas have been
established, are probably a small portion of the total cost of
using the area (travel expenses and opportunity costs of time
arelikely to bemuch higher). AsClawson (1965) noted more
than three decades ago, “ Can we argue, with a straight face,
that an entrance fee equal to 1, 2, or 3 tankfuls of gasolineis
really themargin that will keep many peopleout of anational
park?’ (p. 38).

Studies that have examined forage demandsfor livestock
grazing and timber removal from public lands suggest that
the demand for these uses tend to be relatively elastic. The
reason for thisstemsfromthefact that there are substitutes—
primarily timber and forage from private lands. Thisalsois
likely to be true for mineral activity, except that the substi-
tutesare probably from nondomestic sources (nonfeecostsin
the form of environmental regulation are probably smaller).
It should be noted that, in some cases, the demand for forage
or timber at a particular place and/or point in time (early



spring forage) may berelatively inelastic because few substi-
tutes are available. In conclusion, one would expect in-
creased feesto reduce use, but the order of magnitude of the
decrease is not known for most uses.

Revenue Generation

If revenue generation isamajor concern, one would seek
toincreasethefeesfor those useshaving aninelastic demand.
One example of thisinvolves recreational activities that are
relatively unique(e.g., whitewater rafting, wildernessexplo-
ration, visitation to some parks). The demandsfor these uses
also tend to have high income elasticity and are used prima-
rily by those having above-average incomes. Furthermore, it
islikely that the cost of abtaining these feesis small relative
to dispersed forms of recreation (e.g. sight-seeing). These
uses, therefore, hold considerable promise as sources of
increased revenuesfromfees. Gardner (1997a), for example,
indicated that “ ... at just $5 per day, the value of recreation
onthepubliclandswouldbeover $1.6 billionin 1993, clearly
an amount that dwarfs the value of other uses’ (p. 13). This
suggests that considerable potential for revenue generation
exists, especially if recreational users paid rates that were
even closeto estimates made by economists of their willing-
ness to pay*2. In addition, agency experience with the fee
demonstration program has shown that “ significant amounts
of revenue can be generated from recreational fees—in two
years ... the agencies have approximately doubled revenues
over levelsthat existed beforethe program began” (USDI and
USDA 1999). Infact, “ somedemonstration sitesare generat-
ing so much revenueasto rai se questionsabout thelong-term
ability to spend these revenues on high priority items” (Hill
1999D, p. 2). This suggests that recreation probably has the
highest potential for revenue generation because many of the
other uses are paying feesthat are close to fair market value.

Public Interest Qualities

Thereislittle doubt the nonuse values (option, existence,
and beguest) exist for many public lands, and some of these
valueshavelittleto do with thetype of use(s) availableinthe
area. However, publicinterest hasbeen most commonly used
to justify low or reduced fees for recreation. But, it is not
obvious that increased fees would have any impact on these
values. In fact, the opposite may be true, because increased
fees may reduce use and degradation associated with use. In
addition, nonuse values tend to be high on the average, but
they areprobably not high at themargin (Godfrey and Christy
year), and are not unique to recreation. As Clawson (1965)
noted, “I have come to believe that every interest group
honestly believes that there is a genuine public interest in
whatever program it advocates’ (p. 38).

Economic Efficiency

The agency deficits outlined above clearly show that the
cost of providing for use of federal lands is not zero. Eco-
nomic efficiency would suggest that the fees charged should
be such that the marginal cost of providing auseis equal to
themarginal benefits. Clearly, thisprincipleisnot commonly
(never?) used by agency administratorsin allocating use of
federally administeredlands. Asaresult, theexistence of fees
for most uses, and minimal feesfor recreation, probably have
had someeffect onresourceallocationover time. Thismay be
one of the major reasons why recreational use, which gener-
ally doesnot pay, hasincreased while most other uses, which
do pay, have commonly declined. It probably also is one of
the major reasonswhy administrative decisionsthat increase
some uses while others decline are so contenti ous—economic
rents can be captured through political means as long as the
benefits obtained are greater than the (fee and nonfee) costs
incurred (Stevens 1993, chaps. 7 and 8). Thus, if the benefits
are equal and some use has high fee costswhile another low,
the second group has greater incentive to seek rents via
political means (Krueger 1974). It also suggests that nonfee
costs (e.g., attending public hearings, providing input on
administrative decisions, paying legal feesin court proceed-
ings) of using federal lands could affect the use of federal
lands by some usersor user groups because those who do not
pay feeshave potentially greater ability toincur nonfee costs
in efforts to obtain benefits they seek. One would therefore
expect recreational and environmental groupsto bethe most
activepolitically in seeking preferential treatment by agency
administrators. This, however, has not always been true. For
example, it wasargued for many yearsthat the agencieswere
captured (e.g., BLM has been referred to as the Bureau of
Lumber and Mining) by traditional commercial user groups
(timber, mining, grazing), but these arguments are not as
popular today because it is likely that the rents have shifted
to nontraditional users.

All of the above suggest that serious consideration be
giventoimplementing fair market feesfor all usersbecause,
as Clawson (1965) asked, “Why should any goodsor service
fromfederal landsbemadeavailabletoany user at apriceless
than thefully competitive market price?’ (p. 38). Implemen-
tation of this policy, however, would have some economic
consequences that would need to be evaluated.

IMPLEMENTING FAIR MARKET FEES:
IMPACTS AND CONSEQUENCES

Oneof thethingswelearnfromthepublic choiceliterature
isthat any action by government isbound to benefit someand
cost others (Stevens 1993). The decision to implement a

2Thereissomedifferencein theliterature concerning these values and what they represent. There also arelarge differencesin estimatesin willingnessto pay
versus willingness to accept, which one would not expect theoretically. Of greater importance to this paper, however, is the question, “ Are these average or
marginal values?’ Fair market values will represent values at the margin and not the average.



policy of obtaining fair market valuesfor using federal lands
is certainly one case where users and user groupswill not be
affected equally. Table 2 and the discussion above provide a
summary of some of the issues that are important to the
consequences of implementing a policy of obtaining fair
market values for all users of federal lands.

Current Basis of Fees

The discussion above indicated the methods that are
currently being used to determine fees paid by the primary
usersof federal lands. Noneof theuserspay fair market value
all of thetime. Bidding procedureshavethegreatest potential
of approaching fair market value, but it may not be possible
to implement this method for all uses. This method has been
effectively used to sell timber and permits to extract fossil
fuels, but it isunlikely that it could be used to allocate some
typesof recreation (e.g., camping, hunting, sight-seeing). All
other uses have potential for increased fees if a competitive
market existed, but it isnot clear what method could be used
to obtain these fees in a cost-effective manner (the cost of
obtaining some fees may be greater than the fees obtained).

Wealth Impacts

Obviously, if fees were increased for any user of federal
landsthat did not pay afair market value, areductionineither
their wealth position or their use of federally managed re-
sources would occur. For example, if grazing fees were
increased, the value of grazing permitswould decline. How-
ever, thisisnot the only user group that would likely experi-
ence a decline in asset values owned. One area where very
little empirical work has been done concerns the possible
valueof landsthat were purchased to capture amenity values.
For example, some ranches are situated in areas where they

can capture the benefits of recreation on federal lands. One
would expect these operationsto have valuesthat are greater
than comparable operations that do not have easy access to
federal lands. In some of these cases, livestock grazing can
become a secondary use. One also would expect outfitting
and guiding permits, licenses awarded to concessionaires
who operateon federal lands, | eases paid by ownersof cabins
on federal lands, and other similar commercial operationsto
have value as long as the fees paid (zero, in many cases) are
less than the value of the services provided or benefits
obtained. The study by Shelby (1984) provides some
estimates of the value of some recreation permits. To the
degree that these permits can betransferred for some market
value, therewould be evidencethat thefeescharged for these
uses would be less than their fair market value. But, unlike
grazing permits, the owners of recreational permits can
probably pass any increased fees onto clients. To the degree
thisoccurs, there would not be alarge declinein the value of
recreation permits, and the wealth impact of an increase in
fees on owners of recreational permits would be small.

Feesfor Using Federal Landsand Private Land Use
Numerous studies have eval uated theimpact of increased
grazing fees and/or changes in the use of federa lands on
livestock operators who have permits to graze livestock on
BLM or USFS lands (Lewandrowski and Ingram 1999).
Some studies also have evaluated the impact these changes
would have on the economies of local communities. There
also are a limited number of studies that have empirically
evaluated the impact of recreation on local communities
including local units of government (Godfrey 1996; Meyer,
Harp, and McGuire 1998). Most of these studies, however,
have not evaluated how the use and/or the cost of using

Table2. Fair market feesfor using federal lands. current status and potential impacts.

Type of use
Water
Question or alternative Livestock grazing  Timber harvesting Mining fossil fuels  Hard rock mining from federal projects  Recreation
Basis of current fees PRIA formula Bids Bids and Shared revenue Separable costs None or
shared revenue
variable
Do current fees reflect
values at the margin? No Generally Generally Unknown No No
Would feesincrease if
competitively bid? Yes Minimal Minimal Unknown Yes Yes
Potential for increased
federal revenues Some Some Some Unknown Yes Large
Wealth impacts of Poss. decline
implementing increased Decreased value Declinein in permit and
fees of grazing permits Minimal Minimal Unknown land values land values
Impact of increased
fees on use of private Enhanced use and Poss. shift  Increased activity
lands development Increased activity  Increased activity  Increased activity to other uses and development




federal landsaffect the use of privatelands. Someindications
of these possible effects are suggested by the increased
activity (harvests, investments, andincreased stumpageprices)
that have occurred on private forest lands since timber har-
vests on federal lands have been reduced. Some of my early
work in Utahinvolved estimating theimpact of reductionsin
the use of federal landsin Wayne County. While many of the
people who held permits to graze federal land in Wayne
County areno longer in business, livestock productioninthe
county has not declined as much as | predicted. One reason
why these reductions have been smaller than predicted is a
result of improvements in the productivity of private lands
(e.g., irrigation and conversion of land from rangeland to
cultivated agriculture).

Some have suggested that recreation hol ds the promise of
economic growth in rural communities in the West
(Power1996; Salwasser, Morton, and Rasker 1998; Rudzitas
and Johansen 1989). But, this position has been questioned
by others (Keith and Fawson 1995; Keith, Fawson, and
Chang 1996; Fawson 1997; Meyer, Harp, and McGuire
1998). Furthermore, it isnot clear if low fees help or hinder
community development, because the use of federal lands
generally affects the use of private lands.

Gardner (1997a) recently suggested that “since the fees
paid by recreational usersof the publiclandsaresovery low,
the subsidies captured must bevery large. And, sincethereis
no mechanism to gain entitlement, like purchasing water
rightsof grazing permits, thesubsidiesarecaptured eachtime
recreationists use the resources’ (p. 14). Whilethereislittle
doubt that the subsidies are probably large, one can question
that thereisno “mechanism to gain entitlement.” Have these
subsidies been capitalized into the value of lands in rura
communities? | s this the reason why these areas apparently
grow at rates that are greater than other rural communities
(Rudzitasand Johansen 1989)?If theanswer to either of these
guestionsisyes, anincreaseinthefeesfor using federal lands
may reducethevalue of these privatelands. However, it also
may have a positive impact on the use of private lands. The
work that has been done on hunting on private lands in the
West shows that large a number of acres must be under
private ownership and/or some additional services must be
offered before fee hunting opportunities are successful
(Godfrey and Nielsen 1994). One reason why private recre-
ational devel opmentscommonly strugglein many rural com-
munitiesin the West dominated by federal land ownershipis
duetothefact that federally owned land can be used freely or
at very low fees. Thus, the implementation of increased fees
for some uses of federal lands, particularly recreation, could
increase the demand for activities on privately held lands. Is
this, therefore, acase where it may bein the best interests of
rural communities to advocate increased fees for using fed-
eral lands? Thismay, in fact, be away whereby the relative
poor (rural residents) could capture benefits that are now
being captured primarily by the relative rich (urban resi-
dents), or at least provide a means whereby rural areas can

obtain revenues to offset the costs of providing services for
visitors (Godfrey 1996; Meyer, Harp, and McGuire 1998).

Efficiency and Allocation | ssues

Efficiency in resource allocation is a strong argument in
favor of afee systemthat isclosely aligned to market values.
But, it would have several important implications. First,
some people can economically use the federal lands, while
others cannot. For example, the cost of using most federal
lands by producers or consumers in the eastern part of the
United Statesis simply too large when compared to those in
theWest. Second, any useswith low feeand nonfeecostswill
beusedto agreater degreethanthey wouldif ahigher feewas
charged. This argument has been used extensively by those
opposed to livestock grazing on federal lands as areason for
“overgrazing.” But, this same argument can be applied to
congested campgrounds and damaged resources (theissue of
recreational carrying capacity) by recreationists. Third, low
fees also encourage speculation. For example, is there any
doubt that some “developments’ occur more rapidly and
extensively than they would if a higher fee was imposed?
Would ranches be purchased for recreational development if
thefeesfor grazingtheselandswerezero and the cost of using
federal landsfor recreation was priced at therate of the users
“willingness to pay?’ Fourth, fees may provide arelatively
inexpensiveway to shift usefrom one areato another. At the
present time, agency personnel must set limits on some uses
during particular times or at certain locations. Thisrequires
someenforcement. Differential feescould beusedto shift use
from peak use periods or from highly used areas (e.g.,
recreational use of congested areas) or to other periods.

SUMMARY

Gardner (1997b) indicated that the “ ... regulatory con-
trolsand allocation proceduresassociated with federal [land]
ownership and management are very costly since they are
completely disassociated from economic efficiency criteria
andrely, instead, on the existence of political power” (p. 12).
It is recognized that the market is not a perfect allocator of
resources, and increasesin feesfor using federal landswould
hurt some users and user groups more than others. But, the
use of market pricesin alocating resourcesis similar to the
comment attributed to Maurice Chevalier when asked how he
felt about growing older: “1t’ snot exactly ideal, but it’ sbetter
than the alternative.” In my opinion, a movement to imple-
ment fees closer to fair market value for al users would at
least beastep intheright directionin reducing theinefficien-
cies associated with public land management.
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