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April 19, 199%4

To: Rod Kuhn

From: Tim Holderff

Subject: Minerals Ménagement Service (MMS) Lease Sale 149

Following is the write up the MMS Cook Inlet Lease Sale 149 for
use in the cumulative case for the Restoration DEIS.

MMS Lease Sale 149 is proposed to be held in 1996 for the Outer
Continental Shelf in Ccok Inlet from the north end of Kodiak
Island to the north end of the Kenai Peninsula.

The base case in a scenario formulated by MMS projects the
following activity over a 30 year period:

3 exploration wells

5 delineation wells

3 production platforms

48 production/service wells

1 shorebase

125 miles of 12 inch pipeline offshore to the Nikiski industrial
complex which will self-bury because of turbid conditions

200 million barrels of oil produced

Development of infrastructure and production of oil would include
considerable aerial and marine support from a shorebase,

0il would be utilized locally or sent via tanker to the West
Coast of the U.S.

An oil spill of 50,000 barrels is estimated to have a 27 percent
chance of occurring at some time over the 19-year period of
production.
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March 28, 1994

L Rod Kuhn

From: Tim Holder C@

Subject: Economic Analysis by Mike Kavanaugh

I recommend that we request Mike Kavanaugh do additional economic analysis through a
whatever administrative means is appropriate. The work to be performed would be to do one
run of IMPLAN for a revised Alternative 5 and to run Alternatives 1-5 with breakouts for the
sectors of forestry, fisheries, and recreation/tourism. Also time would be for consultation by
phone on the overall economic analysis for the Draft Environmental Impact Statement (DEIS)
currently being written.

Mike Kavanaugh should be considered for as a sole-source contractor for the following reasons.
Mr. Kavanaugh was a subcontractor to Walcoff and Associates for economic analysis. Walkoff
and Associates prepared the DEIS in July 1993. Mr. Kavanaugh knows how to run the computer
model IMPLAN which produces the primary data for analysis. He therefore can provide a
modest amount of additional analysis for substantially lower cost than anyone else.

Mr. Kavanaugh charges $70.00 perhour. I anticipate that this will take not more than 35 hours
or $2,4500

Additional background information is as follows. I have reviewed the files on economic analysis
for the Restoration DEIS. It appears to me that the economic analysis in the DEIS prepared by
Wallcoff and Associates in June 1993 is very much on the right track. This work was done by
Mike Kavanaugh as a subcontractor to Wallkoff and Assoicates. He faxed me tables for
Alternatives 1-5. These were not in the 1993 DEIS and I had not found in any of the backup
material and files. I understand we will have an Alternative 5 which is different than the one
analyzed in the July 1993 DEIS.
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The Forest Service (FS) has requested MMS for complete an
economic analysis component for a draft environemntal impact
statement (DEIS). The DEIS is for the restoration plan under the
direction of the Trustees Council established as a result of the
Exxon Valdez 0il Spill. The FS, represented by Rod Kuhn, has
requested the assistance of Tim Holder, MMS Economist.

A scope of work is to be prepared by the FS by about March 1.
The first product for the economic analysis will be due about
April 10 for internal staff review, coordination and revisions.
The DEIS is due to the printer April 20.

There will be a review and revision period sometime in the
following months.

The FS has requested 2 months of time for FTE Economist Holder or

4.67 pay periods. They have budgeted $14,000 plus 15 % general
administrative overhead which results in a total of $16,100.

K:\users\ess\forest.th
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Author: Thomas C. Warren at ~MMS-Anchorage-AK

Date:

2/2/94 7:44 AM b

Priority: Normal
TO: Mail List - #.All LE personnel
Subject: Forest Service Job - Economist

----------------------- Message CONLENTE e e mmm s e o i

The Forest Service is looking for an economist to assist them in
preparing an EIS for a restoration plan ( I don't know which plan).
The job is temporary and may last about two months. The individual
would be detailed to work on the EIS; an individual is needed very
soon as the project is scheduled for work in February and March.
Money is set aside to pay the individual.

Irv reports that there is the possibility that this may turn into a
permanent job at the GS-12 level. If you think that you may qualify
and are interested, let your supervisor and me know TODAY 2/2/94,
before 2:00 pm. I realize this message provides you with few details
about this job but it's all I have right now.

Tom



C. LA

Michael Kavanaugh
Research Economist
160 Wood Streat
Batavia, OH 45103
Voices/Fax (bl3) 732-3939
Tax ID: Z280-«48-5668

March 28, 1924

TO:  Tim Holder

FROM: M. Kavanaugh

SUBJECT: Additional aAnalysis

I am interested and available to continue working on estimating the
economic changes from spending the aettlement funda. I would
continue on the samc terms as my previous work. The terms were
time and materials with a ceiling on total epending. My rate ie
£70,00/hr. I dv nout antluipate any charges for materials (e.g.,
data, books, phone, ragular mail) unlese there ie a roguest for

overnight mail or for travel. In any event, I would notify you in
advance of any charges for materiale. I think I c¢ould analyza
another alternative in about 2 days of work. I would suggast

dgatting a high ceiling ($5000) in case there is more work than
anticipated.

Please call if you have guestions.

A4 WdiFiE  FEET 82 T4El e 224 £TS @ "ON 3INOHA HOMENENE> 0 Wod 4
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Mar.

¢ 513 732 3939

PHONE Mo,

PKEURMAUGH

From

Sector

Agriculiure, Forest and fisheries

Mining

Construction

Manutaciuning

Transportation, communication and Utikties
Tradie

Fire

Services

Government

Misc. Special sectors

Base

Tabie 1
Analysis of Alterpatives
1990% Millions
Final industry  Employee Properly Value
Demznd Ouiput Comp. Income Added
$ 3 $ $ $
340.7 462.1 8.1 1513 189.6
86,0610 65,1990 5024 28353 47454
12261 142063 4951 3639 £61.9
9486 11,0724 2265 82.0 318.5
19333 22659 5437 7685 14061
11287 11,2526 ™26 138.2 10354
3883 1,974 2454 337.3 734.1
20180 25144 9449 546.2 1,8507.8
210685 21515 19342 76.5 20107
445 123 00 33.4 334
16,811.8 184878 56731 5332.7 128430

Employment

#

8,081
6.338
11781
7,685
13,795
33,790
11,329
48,779
48,428

187,953

1.z
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Mar. 38 1994

P B13 732 3939

PHONE No.

PKAVAMALIGH

Fror

Alernative 1

Agricuiiure, Forest and fisheries

Miring

Constouction

Marfacturing

Transportation, communication and Utilities
Trade

Fire

Services

Government

Misc. Special sectors

Changs from Bass for direct, indireci and induced eflects from 10 yrs of

Final
Demand
$

0.0001
00047
O
00042
00108
G.0381
15109
0.5737
0.445

2.5545

Adminstration
Monitoring
Balance in exlowment
Indusiry Employee Property Value
Quiput  Comp. income  Added
5 ] 3 3
0.0005 0.0001 0.0001 0.0cc
00125 o001 C0057 000
0019 00103 00035 00159
00182 0.0046 a.0025 0.0072
0.115 0.0385 op4 00758
00467 00276 00058 00387
1.602%5 0.6277 0.3605 1.0329
077 02886 02205 0551
04565 04502 00021 0.45%
0 0 8] 0
30400 14436 06407 2148€

Employment
##

0.01
0.01
0.25
0.16
09
1.22
2137
15.067
839

47.18
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» 513 732 3939

PHONE No.

P KAEJANALIGH

From

Alternative 2

Agriculture, Forest and fisheries

Mining

Construction

Manufactuning

Transpertation, communication and Utiliies
Trade

Fire

Services

Govemment

Misc. Special sectors

Change from Basa for direct, indirect and induced elfects from 10 yrs of

Admingiration
Monitoring
Habitat Purchase w/ respending

Fina! indusiry Emoloyee Property Value
Demand Ouput Comp. Income Adcec
$ $ 3 $ S

-31.97¢7 -3g8.82i8 6219 52829 -146414
00652 0.0427 00034 00197 -00328
80662 73758 27048 10398 38239
0.0616 -0.6036 -00972 00279 -0.1422
0.15285 0172 0.0474 CU728 (1218
05308 €.2352 0.1158  (C.0241 0.1489
2.5681 23244 05857 01828 2 Q.7877
60067 2.8338 46217 -1.1249 3.5008
08064 (g767 07208 00186 O7109

o 0 0 O 0

1377 25854 04858 51148 -H7223

Employment
#

-440.02
-0.04
64.66
-1.22

124
2.08
52.09
950.44
1375

658,88
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Mar.3@ 1994 2z2:@iPM P25

+ 513 732 3933

FHONE No.

KOLUANAUGH

From @

Afternative 3
Change from Base for direct, indirect and induced effects from 10 yrs of
Adminstration
Mcaitoning
Restoration
- Habitat purchase wirespending
Final industry Employes Propedy Value Employnent
Demand Outpu;  Comp. Incorme  Added
$ $ $ $ S #
Agriculture, Forest and fisheries -26.5006 -326154 -7.2206 -411675 -124088 -320.49
Mining 0058 00007 00001 00003 00005 0
Construction 84277 7.858¢2 2.9088 11774 4.10868 88.56
Manufacturing 00546  -D3S8 00522 00112 -DO73 -0.67
Transportation, communicaticn and Utilities Q1356 02274 00674 00847 0.i555 1.83
Trade 0.4721 0311 01675 00367 0.2287 89
Fire 2.0637 18532 04635 0.132 0.6307 41.33
Sepvices 51846 25365 3.788F 083N 205852 T766.79
Government 1.5449 1.438 14781 00141 1.4637 27.58
Misc. Special seciors 0 Y 0 ] 0 o
85796 187276 15981 2598 29408 586.85
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I

PHONE HNo.

D KPRUANRUGH

. From

Alternative 4
Change irom Base for direct, irdirect and inducec affects from 10 yrs of
Adminstraticn
Maonitaring
Restorahion
Spill Prevention
Habizat purchase wirespending
Final incustry Employse Property Value Employment
Demand Outpit Comp.  Income  Added
3 $ s $ $ #
Agricuiture, Forest and fisheriés 196192 247403 58949 28028 85563 -196.74
Mining Qo048 HO007 00008 00033  -0.0055 0.01
Constuction 98829 94421 35334 14228 49813 84.53
Manutacturing 00043 00838 00118 -0.0005 0.015 035
Transportation, communication and Ulilities 0.0111 01149 00335 0041t C.0812 1.24
Trade 00066 00274 00181 00025 00248 -0.62
Fire 0.957 08805 01185 00563 0181 17.08
Services 08218 11042 -D2672 04726 .7338 -11.42
Governmant 31136 80314 30847 -0.0204 3.0674 57.08
Misc, Special seciors ¢ o D a 1] o
49043 -126039 03835 -1.7812 -20247 -49.2
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! 513 732 3939

PHOMNE Ne.

¢ KRUANAUGH

From

Altermnative 5

Agriculiure, Forest and fisheries

Mining

Construction

Manufacturing

Transportation, communication and Utilities
Trade

Fire

Services

Goverranert

Misc. Speciai sectors

Cherge from 3ase for direct, irdirect and inducad eflecis from 10 yrs of

Finel
Demand

-10.896%
00141
95856
Q0131
acazs
01147
Q736
1. 2018

4041

48127

Adminsiration
Monitoring
Restoration
Spill prevertion
Hasitat prrchase wirespending
Industry Employee Property
Ouput Comp. Incoms
3 $ $
-14.4444 39257 122
00792 0.0083 00363
932587 38227 14324
0.2471 0045 0238
02339 00852 00925
0202 01783 00411
08119 01385 00436
0.3652 0.2512 -00244
40056 40223 00059
D 0 0
0.7762 4.3098 04034

Vaiuz
Added
5

-5.7457
0.03086
4.89598
0.0738
0.1987
0.2579
0.19539
o.2187
4.0182

42344

Empiloyment
#

85327
.08
84.31
0.69
2.79
6.39
is8.82
13.31
7445

142,58
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ADDRESS.CRD

Kavanaugh, Mike

703-522-8521

Fax same number

Ohio number is:
513-732-3939

Page 1
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United States Department of the Interior iy

MINERALS MANAGEMENT SERVICE ‘ gy 8
Alaska Quter Continental Sheif Region = [ ]
949 E. 36th Avenue, Room 110 Anchorage, AK 995084302

FAX TRANSMITTAL SHEET _
e MIKE KAVANAUGH Datas 3- 25-94
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Mo _of Bages: r7
(inciuding this page)
Agency/ v
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City/State: ©nio Sent By
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Minerais Management Service

- Leasing and Environment Office

949 East 36th Avenue, Room 603
Anchorage, Alaska 99508-4302

(907) 271-_(2 G (4

Please Confirm receipt of this telefax
with above person at (807) 271-6080.

Telefax No.: (807) 271-6507.
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b KAVANARUGH PHONE No. @ 513 732 3939 Mar.28 1994 2:45PM

ElS

Michael Kavanaugh L/
Research Econonmlst
160 Wood Streat
Batavia, OH 45103
voica/Fax (513) 732-38389

March 28, 1994

TO: Tim Holder
FROM: M. Kavanaugh

SUBJECT: Tables

Attached are the tablea I prepared to summarize the analysis
I performed for the Walcoff Draft EIS. Table 1 has six panels
(Base, Alternative 1, Alternatlve 2, Alternative 3, Altcrnative 4,
and Alternative %). The "Alternative" panels are stated in terms
of the change ftrom Basge and are either in millions of 1950 dollars
or nunber or man-years of employment. Table 2 has seven panalg
and states selected percent changes from base.

There are some differcencee betwean tha perveent changar for
Alternative 2 reported in the text on page IV-80 and those
reported in Takle 2. The explanation is: <the changes lIn Tabla 2
have as their numerator the change from the base and have as their
denominator the segtor value (e.g., final demand change by sector
in agriculture for alternative 2 is -31.97/340.7 = -9.39%). The
changes reported on Page IV=80 have the same numerator (the change
from base) but have as thelr denominator the regional value
(e.g.,final demand change by sector in agriculture for alternativas
2 iz -31.97/16811.8 = -.19%). The measures reported in the taxt
were made in Anchorage by membkers of the working greoup. The group
menbers thought the measure reported in the teéewt waz tha mora
appropriato.

Please c¢all if you have guestions.
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AN
Exxon Valdez Qil Spill Trustee Council *

Restoration Office ‘
645 G Street, Suite 401, Anchorage, Alaska 99501-3451
Phone: (907) 278-8012 Fax: (907) 276-7178

MEMORANDUM
To: Simpson Building EVRQ Staff
From: Molly McCammon @g;;,
Director of Operations
Date: March 25, 1994
Subj: Response to Public Inquires on Small Parcel Process

When members of the public call with questions or nominations for the Small Parcel
Process, as a rule, these calls should be referred to either the Public Information
Specialist, L.J. Evans or to OSPIC. The following message should be courteously
conveyed:

® The small parcel process is being deveioped, and shouid be completed
by April.

® Once a small parcel process is approved, it will include a nomination
process. That process will be made public via public notice.

e Information regarding parcels and nominations should be held until the
public notice goes out regarding nominations. We are not prepared at
this time to receive this information

If you have any questions, please contact me. All written inquiries should be date
stamped and given to Rebecca Williams for filing.

Trustee Agencies
State of Alaska: Departments of Fish & Game, Law, and Environmental Conservation
United States: National Oceanic and Atmospheric Administration, Departments of Agriculture and Interior
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EiLS
November 11, 1992
(revised)

TO: Sharon Saari (copy to Ken Rice)
FROM: M. Kavanaugh

SUBJECT: IMPLAN description for DOI

This memorandum briefly describes IMPLAN, a computer model
for rcgional, economic impact analysis. It provides an overview

of the approach, major assumptions, data and results for a
hypothetical project.

IMPLAN is a linear programming, input-output, computer model
developed by the United States Department of Agriculture to
perform regional impact analysis. The model is versatile and
allows analysis of economies as small as one county and its
associated industries. Although there is a capability to
disaggregate to 528 industries, it is more telling to group
industries in about ten sectors. IMPLAN, because it estimates
direct, indirect and induced effects, has been used to fulfill the

Council on Environmental Quality regulations for environmental
impact statements.

Impact analysis proceeds as follows. First, the regional
economy experiences a change, up or down, in demand. Next, the
changes in spending and respending caused by the demand change are
traced. Finally, direct, indirect and induced changes in income,
population and employment are stated.

Direct effects are changes caused by the immediate effects of
the demand change. Indirect effects are the changes in the
industries that supply the directly affected industries. Induced
effects are the changas in spending patterns caused by the income
changes generated by the direct and indirect effects.

For example, the purchase of timber rights decreaseas
forest product industry output (direct eflect). 1In turn the
industries supplying the forest product industry see thelr sales

fall (indirect effects). Finally, the decrease in demand causes
incoms and empleyment to fall, reducing spending in the cconomy
(induwed effects). This, of course, works in reverse. The

purchase of timber rights increases the income of the owners
of these rights. They spend thig income and increass the demand for

Page 1



the products they buy (direct effects). In turn, the industries
supplying the directly effected industries experience an increase
in demand (indirect effects). Finally the increase in demand
increases employment and income and stimulates the economy in
general (induced effects).

At its simplest level, the change in income and employment is
the product of the demand change (e.g., purchase timber rights)
and a multiplier. Multipliers are specific to a region and
industry. They reflect three complications. First, not all new
income will be spent; some will be saved. Second, some new
spending will occur outside the study region. Third, only some
new spending within the region creates jobs. IMPLAN considers
these complications when it computes multipliers.

Estimating multipliers requires data and a description of the
economy. The data are the national input-output matrices that
show the transactions among industries and final demand. The
national matrices are stepped-down to the county level by using
county population and employment data, and ratios of employment to
output. At present the benchmark national data is for 1985,
although 1990 data is in preparation and may be available in the
first quarter of 1993. The vintage of the data is not crucial to
the analysis since changes are hest reported as percentages,
Vintage is important onLy to the exleul Lhat significant,
regional, structural changes in the economy occurred between 1985
and 1990.

Data that show the dollar volume flow of commodities among
industries and to final demand describe the economy. The data are
presented to show the absolute and relative contribution
each industry makes to every other industry and to final demand.
To change this data collection framework to a tractable,
analytical model requires simplifying assumptions about production
and markets.

The Key assumptions are that there is one output for each
industry and each industry has one output. There is a fixed way
ol making commodities and there can be no substitutions. There
are unly conatant roturns to scale, to make twice as much of
something, double all inputs. Adjustments are timeless:
technology does not change.

Page 2



Obviously, the assumptions do not depict the economy as it is
known today: but, use of these assumptions does not lead to gross
error. There are several reasons for this. Technology changes
are adopted slowly; constant returns are obhserved more often than
not; industry and commodity can be redefined to mean bundles of
goods: and the time and path of adjustment is usually not crucial.
If there is interest in adjustment paths, there is another model-~-
IPASS--that may be used.

A limitation of any economic analysis is that only market
commodities are included and they are valued at market prices.
Non-market activities such as barter; subsistence fishing/hunting;
exXperiences whose price is essentially zero; or the willingness-
to-pay for the simple existence of wilderness is not addressed.
The implication of this is simply that economic analysis
should be supplemented with other, non-market analyses such as
contingent valuation.

An impact analysis of a restoration alternative has three
parts. A description of the alternative, a baseline description
of the economy and results.

The essential elements needed to model an alternative are:
How much; of What; from Whom; for What. The hypothetical
restoration option is: remove $50 million of trees from production
in the forest product industry by purchasing $25 million (in
timber rights) from nonprofit corporations and $25 million from
private estates and trusts. The recipients invest the proceeds in
residential, industrial, and government structures and
recreational facilities.

Two regions are considered, one includes Anchorage and the
other does not. ' Each region’s baseline economy is shown on
Exhibits 1 and 2 in 1985 dollars.

The results are in Exhibits 3 and 4. For the region that
includes Anchorage, the purchase of $50 million of trees
decreases, by a small amount, the regional economy’s reliance on
natural resources and lncreases ita reliance on construction and
servicos. Comparc industry #1 with industry #66 and #460.
Approximately 43 jobs are lost in the timber industry, but this
would be compensatad by an increase of nearly 500 jobs in other
gectors of the rogional economy. Overall, regional employment
increases ,3%; employee compensation increasaes .3% (the equal‘
increases signal no c¢hange in average earnings from labor.) Final
demand and value added are unchanged.
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For the region that excludes Anchorage the purchase of $50
million of trees decreases, by a small amount, the regional
econonmy’s reliance on natural resources and increases its reliance
on construction and services. Approximately 48 jobs are lost in
the timber industry, but this would be compensated by an increase
of nearly 450 jobs in other sectors of the regional economy.
Total, regional employment increases 1.5%; employee compensation
increases 2.1% (the increases signal a small increase in average
earnings from labor.) Final demand and value added are unchanged.
These results are only illustrative. By altering investment
strategies, larger or smaller changes in income and employment can
be obtained.
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Restzation Option Study Area
P1985 (wilims of 1985%)
3se Year Trficemation
10721/92
Base Year Base Year Ehx;ﬂ.qyae Cap Emperqr Tobal R Total Vahxe Employment
Industry Fim® Damand g ¢ Inccne Added Nober
) ) (M'S) (Hﬁ) {re3) {23) of Jcbs)
1 Agricultare, Forestry &7 531, (U85 621.8636 310.1300 262.2534 Z72.3835 305.6023 6997.00
31 Mining 8054, 220 8465.7930 573.9301 4507.5019 3081.4320 2475.9830 B42.00
66 Cnstruction 1557920 1726.0840 523.6720 310.9619 834.6339 451.6898 13873.00
83 Marufacturing 664.7484 833.4996 127.8620 91.7754 219.6374 234.7898 4629.00
447 Transportation, Camn. &J 188:.€180 2301.6270 450.89349 760.6172 1211.5120 1388.3680 131243.00
460 Wolesale & Retail Track S61. (053 1238.7790 577.1870 195.5653 TI2.7555 871.27716 20583.00
464 Finance, Inmpanoe & Rl ©15.5360 1408.0100 275.4690 497.4077 772.8765 1052. 1700 12723.00
471 Sexrvices 1627450 2205.0920 893.6330 489.4847 1383.118D0 1461.3340 A4(530.00
516 Govt. Enterprise & Speca 3732, 6040 3777.5610 1364.7190 2261.9£50 3526,6650 3626. 6650 I7I52.00
Total 19952 .7900 22578.3000 4797.4970 9377.5160 14175. 0100 17233.3800 160877.00
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Restoration Option Study Area - w/o Anchorage
MM 1985 (millicns of 1985%)
Base Year Information

10/20/92
Base Year Base Year Hiployee Carp Prooaty Total R Total Velue  Eoploynent

Industry Firal Demard ™™ Irncane Income Trooae Aed Hxber
M) (M43) 3) (443) @133] %) of Jobs)
1 Agricultre, Forestry & F 377.3683 427.7899 6.4531 168.6539 175.3G7) 195.5457 5741.00
41 Mining 1022.5190 1132.€830 79.0700 56F.5258 676.8258 . 0615 1236.00
66 Constyuction 267.6855 285,7485 89.8020 53.1958 142.9978 145.9212 2378.Q0
91 Manufactring 401.6193 470,7438 63.8410 46.7477 110. 5587 117.9286 2239.00
447 Transportation, Com. & U 444.4266 528.2041 84.2070 184.8508 268.0578 320. 6662 2170.00
460 Wolesale & Retail Trade 90.7173 133.4571 64.1370 19.2634 83.3C 93.2299 2313.00
464 Finance, Insurance & Real 96.8148 113.9207 21.3350 43.7288 65. 0638 87.3774 930.00
471 Sexrvices 197.7547 258.6137 98,0560 5.0516 154.1076 163.8039 4880.00
516 Gowvt. Enterprise & Specia 480.5459 483.7025 197.4860 270.8658 458.3518 458.3518 2843.00
Total 3379.4520 3844.8330 704.3871 1441.2840 2145.57.0 2580.87€0 25780.00

Ppulation = 63600.
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Total direct, indirect and indkoad effects an
Restoration Study area without Anchorage

in miliions of 85 dollars
pacdase trees fram arjwofits and estates and trusts

irvest proceeds fram sale in buildings and recreational facilities

Scemaric INV3 : Total Effects 11/ 9/92
Fployee Cap  Property Total FoW  Tokal Valwe Employment
(M43) (M13) (M43) (1) M5) (M) of Jdbe)
1 Agricultire, Forestry & F =38.4347 43,4047 ;.455? ~21.8879 -22.3437 ~25.4835 ~47.85
41 Mining .1246 L3012 0207 1597 <1804 2656 .32
66 Construction 33.3811 32.5286 10.2353 4,929 15.1598 15.4599 257.38
- 91 Maufacturing .2263 1.0398 2573 769 3342 <3524 1L..75
447 Transportation, Com. & U | .8540 1.4443 .4262 L4657 .8516. 1.0243 9.9%5
" 460 Wrlesale & Retail Trade 4.7218 S. 7730 2.9523 LB168 3.5680 3.8942 1i4.54
464 Finane, Insemne & Real 1845 1602 023 .00P8 0820 0990 2.95
471 Sexvices 1.2157 2.9593 1.1687 JT3ES i.0053 1.9972 48.86
516 Gavt. Enterprise & Specia 7192 L7272 .2082 .1106 .3129 .3189 7.98
Total 3.1025 1.5289 14.8853 -14.787% L0077 -2.0671 406.13
(harce in Populatian = 965.
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October 23, 1992

TO: All
From: M. Kavanaugh

Subject: Sample Results

Attached isg an impact analysis using IMPLAN. It has three
parts: a restoration option; a baseline, and results.

The restoration option is: remove $50 million of trees from
production by purchasing $25 million (in development rights) from
nonprofit corporations and $25 million from private estates and
trusts. The recipients invest the proceeds in residential
industrial, and government structures and recreational facilities.
The essential elements needed to model an option are: How much; of
What; from Whom; for What. Absent this information I cannot
conduct an impact analysis using IMPLAN. -

I do not know how much acreage $50 million will buy. I can
conduct an impact analysis without knowing but I would prefer to
know since it may provide a useful check on the analysis. For
example, I received a document from Ken Rice on 10/20/92 that has
quotes for fee simple purchases. A representative price is about
$1000/A for large purchases. Thus $50 million buys 50,000 A. The
same document has c¢alculations for the purchase of development
rights. These calculations suggest a price of $10,000/A. Thus
$50 million buys 5000 A. This is cdd. Fee simple should cost
more. Nevertheless, this is the type of information needed to
quantify how much $50 million will buy.

The regional economy is shown as the shaded area on Exhibit
1. The area’s baseline economy (also called the no action
alternative) is shown on Exhibit 2 in 1985 dollars. This is an
artifact of the model and there is little that can be done about
it except to report the changes as percentage changes or do a FEW
hand calculations to restate the results in 1992 dollars. It is
possible, but not desirable, to dissolve the region and the
sectors into their components.

The results are in Exhibit 3. Briefly, the purchase of $50
million of trees from nonprofits and private estates and trusts
decreases, by a small amount, the regional economy’s reliance on
natural resourves and increases its reliance on construction and
services. Compare industry #1 with industry #66 and #460.
Overall, regional employment increases .3%; employee compensation
increases .3% (the equal increasas signal no change ln average
earnings from labor.) Final demand increases .02% and value added
decreases .00% respectively. Probably, these results are within
the margin for error for this model.

These results illustrate the type of analysis and should not
be considered indicative of the final raesults. Indeed, [ have
altered investment strategies and produced larger and smaller
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KAUANAUGH PHONE Mo. @ 783 S22 8521

changes in incomes and employment (not shewn). Again, the goods
and services purchased with the funds received from the sale of
development rights or simple fee purchase is a key influence on
the results.

These results and the final results will hava at least two
important limitations. First, thoy are not esstimates of an
option’s economic benefit:; nor do they indicate in anyway the
approximate size of an option’s economic benafit. Sacond, they
not addresg, at all, barter transactions or subsistence hunting
and fishing. The results are simply eastimates of the direct,
indirect and induced changes in regional income and employment
likely to accompany the transactions described above.
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M 1985 (millicns of 19855)
Base Year Infometion

Oct.23 1992 11:25AM PO

10/21/92

Base ¥ear Base Year FBoployee Capp  Property Total PowW Total Valve Eployment

e85} 055) 01%5) 0155) 0255) @45) of Jebs)
1 Agriculttore, Farestry & F 553.0985 621.8636 10.1300 262.2534 272.3835 305.6023 6997.00
31 Mining 80549220 8465.7930 573.9300 4507.5010 $081.4320 7475.9830 8942.00
66 Constouctimn 1557.9020 1726.0840 523.6720 310.9619 834.6339 851.6898 13878.00
83 Mynufachring 664.7484 | 833.49%6 127.85620 91.7754 219.6374 234.7898 4659.00
447 Tremeportation, Com. & U 1882.38180 2301.6270 450.8949 760.6172 I1211.5120  1388.3680 11243.00
A8) Whnlesale & Retail Trade 967.0153 1238.7790 577.1870 195.5683 772.7555 871.2776 20583.00
464 Firence, Insurance & Real 915.7360 1408.0100 275.4650 497.4077 772.8766 1052.1700 12793.00
471 Sexvices 1627.9450 2205.0020 893.6330 489.4847 1383.1180 1461.3340 44030.00
516 Govt. Erterprise & Specia 3732.6040 3777.5510 1364.7150 2261.9450 3626.6650 3626. 6650 37752.00
19¢56.79C0 22578.3000 4797.4970 9377.5160 34175.0100 17273.8800 160877.00

! 7@3 522 8521
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TO¢ Matt McMillen
FROM: M. Xavanaugh

SUBJECT: Seotor daeseriptisns

IMPLAN'z classification systom is based cn systema dafinaed by tha
Bursay of Ecenomis Analysis (BEA-Tepartmant of Commarce) and tha
Standard Induatrial Clazaification (8IC) u=ad by tha Office of
Management and Budgst (CMD). The analysia is oonducted using 528
industyriea and the resulta aye aggrogatad into tsn seotadrs, In 410
nemenclaturae ths saotors ara collactions of Jroups. DThse I
assigns a 2-digie number o every droup. Within o Group nra 2~
diglt and 4-digit Industries,

1. Agriculture, Forestry and Fishing - Thess buginesses
enqaza in agricultural preduction, forestry, commercial fiahing,
hunting and trapping and related seyvises. Agrieultural
production f£irms produce crops and livesteck. Forestry firms
opsrats timber tracts, treés farms, forsst nursariss or parfornm
forwstri garvicea., Fishing, hunting and trapping covars
commaercial fishing, fieh hatcheries, fish and game prassrves and
senmereial hunting and trapping. This sector lneludes 8IC gooups
01 to 10,

2. Mining = These businssses axtract minarals oasurving
naturally. Hining includes quarries, wells, milling and othay
praparationa commonly done at mine site. This ssctor includss SIC
groups 11 to 14.

3= construction = Thess businesses hbulld new worlk, adaditlens,
alteravions and reapairs. This weotdr includes 8IC gyoups 15 twWwo
17, (Thé SIC reservas 15&l19).

4, Manufacturing - Theae businevsss meshanically or
chemically transform materiala or substances into new products.
Tha mater{als and sucstances ara producaed by other ssctors (s.g.,
sgricultural, forests and fisheries) or other manufacturers, This
sector includes SIC groups 20 to 39.

5. Transportation, communication and utilltiss = Thsse
tuginegsaes provida to the public or to other businessss passonysr
and frelight tranaportation, communication serxvices, alectric;ty,|
?as, steam, water or lanitlr{ servicas, The U.5, Postal Bervica iz
included here, This sactor includes BIC groups 40 £ 43,

6. Trade - Thesa businesssas retall merchandise to houasholds
er wholaesale it to retallars; other wholesalers; to othar
businessas; or act as agents or brokers in buying or selllng
goods., This sector includes SIC groups 50 to 569.

7. Finanes, Insurance and Real Zstats (FIRE) = Thess
businssess sengaged in the flalds of finance, lnsurancs and rsal
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estate, This zedtor includes BIC groups 60 ¢o €7. (The 85I
reservas 68&69).

8. Sorvicae - Thess businesses provide » variety of szsrvices
for individuals, businedses, goveruments, wnd other Sryanizatione.
Examples include hotels, anusemants, health, lsgal, enginsaring
;gd oe?er professional services, This sector includes 8IC groups

to 89.

9. Goverrment = This sector includes ths legislative,
judicial, wdministrative and reguletory activitice of redaral,
Stata, loecal and internationel governments. Government-ovmned
busineszes ars classified according ¢o the astivity in whigh thay
are sngaged, This secter includas SIC industry groupe 20 to 97.

10, Mise. Special Services » Thase cannot be classified in
any other induastry.
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Apr 19, 1993

70 Matt McMillen
FROM: ¥. Kavanaugh

SUBJECTI Slgnificance of modeling results

IMPLAN/s data is frem the 1990 U.8. Census, the U.8, Departmant of
Labor and the Bursau of Hoonenis Analysis of the U.8, Department
of Commerca. Although the data ouvmes fyom eampling, the resulcs
approximate the characteristios of the populatien. The Zensous,
for cxamplo, uses a 1 in 6 cample., That 1o, although the Consug
stunts everyons, ona in &very aix perscns answers additional
questions including those abeut employmsnt. Repsesting tha
sanpling changes tha results, Prnbuhi?ity thecry shows that the
rasults of tha repeatad sampling vary arcund the pepulation valus
in a normal distributicn.

The purpose of sampling is to make gtatements absut the
population. 8Since a sampled value varies randomly with repsatad
sampling (e.g., person A gets the long form rather than perasn B)
it is tair te ask how accurates is the sampled value. Probability
thaory showe theat for a normal distributicn 95% of tha sampled
estimates are within (plus or minus) 1.56 standard deviationa of
the population charazteristic, In other words, a valua graster
than plug or minus 1.98 standard deviationa is not the result of a
randem evant (i.e,, the zesult of ons person raceiving the forw

rather than another person).

Thass ¢shsiderations sugyest assasaing the significance of the
modeling results by reference tc the standard deviation of the
underlying data., The impact procedure: first, samplas besaline
regional employments then, spenda the civil settlaement; then,
caleculates regional employment. A significant changs ¢ccurs if
the tWo employment sstimates differ by roughly two standard
deviations. Alternatively, sssums smployment changes are asssssad
by sampling smployment hafore and after tha lpandin? of tha civil
settlament. The two estimates do not Alffer slgnificently irf they
ars withip two standard deviations., Any changs in sampled
enployment could be attributed to a randem factor such as cnea
persen racelving the form rather than another,

The atandard deviation for 138%0 amployment in the boroughs &
Anchorage, Kenal, Kodiak and valdeg-Cordova ia €84, A significant
change in rsgional emplovment ls an inoreaze cr decreass of 136¥.
Any change betwean Beérc and 138 could bs the rasult of sampling
not of settlemsnt spending,
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Table 2
IMPLAN Inputs
10 yr annual 1990% (000)
| 2 3 4 5
Admin $544 $2,178 $3,267 3,811 $3.81
ra 80% 50% 50% 50% 50%
8LG 50% 80% 80% 50% 50%
Monier go, 7R ¢2, 722 $3811  $4,358  $5448
FQ 35% 33% 33% 33% 39%
aLa 34% 34% 4% 4% 34%
UNIV 33% 38% 33% 33% 334
Restore 80 €0 $8,634 #$13,812 $17.088
8SLG 33% 83% 30%
FISH B4% 84% - 34%
CONSTRUCT 33% 8% 39%
Spr $0 $0 §0 85445  S8,167
SLG 100% 100%
Habitat . $0  $4D547  $40,805 827,224  $19,056
REAL ESTATE 0.4% 0.3% 0.3% 0.5%
FORESTRY 70% 76% 88% 56%
HOUSEHOLDS 30% 23% 3% 4%
yleld $1,791 $0 $0 $0 $0
BANKS 100%
respend ® $33,250 $20,240 814,356 $10478
SECURIMES 23% 25% 32% 2%
CONSTRUCT 24% 27% 33% 32%
8.8ERVICES 28% 25% 32% 32%
HOUSEHOLDS 30% 23% 3% 4%
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The dollar value change ie datormined byl tho lusp sum amount
cf the remaining fundar the porcsnt allecatiorn aach category
receives of the rewmaining funds; a deflater to turn the
settlemant’s 1993 dollars into IMPLAN’® 2000 dellavrs; and a fastor
that turns the lump suxm awount into an annual amounz, The amount
and the alloeation ave from tha Sumaary p.4, 25 raspsctively. Tha
change in tha fixed-weight price indox changes tha 1933 amounte
into 1390 amounts, The spending ogcours over & ton year peried;
ssa the Summary p. 4, 30, 37, These computations are in Tabla 1.

The lamt task preparcs inputs for IMPLAN. Thiz involves
takin? the annualized, 1990 dollar allocatien and distributing it
over induystrias, Although the dlstribution is straightforward -
thres comments follsWw. Tabls 2 glves the results,

The first comment involves Section 7(i) on ANCEA that
rsquires the sharing of procesds from timber selss by one Xativa
Corporation with the othur Native Corporations. Accerdingly,
spunding from the procesds is lass than the amount rscaived from
habitat purchase.

The second cotment notea that most habitat purchasez zra from
stocks of commercial timberland. This is based on "Analysis of
Habitat Protectlion Acguisition Alternatives in Draft Restoraticn
Plan." Timberland purchases reduce sconcomie activity mers than
purchases of non-commercial land for two reasons. Firat,
tinbarland provides ragicnal employment, non-comhercial land dose
not, BSecond, spanding the funds recaived from habitat
acquisitions increases amployment if the spending cceours within
the region. Tha sharing requirements of ANCSA represent a strong
leakage fronm the regional sconeny. Procesds from non=-ccumergial
land are not shared and ars nmors llikely to remain in the regionzl
econeny.

Tha third comment involves tha sndownment. Impact analysis
involves a demand change and a multiplier matrix, Tha dollar
value of an endowment'’s corpus is different from the demand change
for bank cutput. Service sector output is difficult to measurs
and measuring bank output is no exception, Por this analysis kank
output i3 the sndowmant’s yield. Ths yleld is determined by
applying a 3.5% visk-fres yvate to the endowmsnt whers tha =igk-
frea rate ls the rate on 30 day U,8., Treasury bills.
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TO: Matt McMillen
FROM! M, Kavanaugh

SUBJECT: Industriss with initial ahangad fipal damand

INPLAN is & domand-driven medal. It combinaes uzev~mupplisd
changes in final daemand with a multdpliar matzix to provide
information about regional changes in incoma and amploymant.
While the multiplisy matrix incorporates tha astrustural,
tachnoleogical and trade yelated information, the user must supply
the {nformation abhout the final demand change.

The naceassary infeormetion about the 2inal damand shangas are:
which commodity or industry bag tha damand changs and tha dollar
valua of the ¢hange. The industry invelved ig 3mpcrtant since ths
multiplier matrix reflects the strengths of inter-industzy
linkagas and linkages vary in strength across industrias. Thae
dollar value givées the changea’s atrength.

The "Draft Exxon Valdez 0il 8pill Restoration Plan Summary of
Alternatives for Publlc Comment® (Summary) distributesz the dollarxs
from the civil settlement over six categoriss: administration and
public infermation, monitoring and research, general restoration,
habitat protsction, spill prevention and responsae and balance.
Un:ortunntelz, these categories are not INPLAN Industries., 89,
spending must be translated into IMPLAN industrias,

The translations arae:

Adwinistration and public information = Federal and state and
local govaernment

Menitoring and research = Federal and state and local government
and universities

Ganeral restoration - State and local government, private
figherias and cconatrzuction

spill preventicn and rasponse - State and local government

Habitat protection - Forastry, raal estata, households

Balance - Banking

respending of Habitat protaction = Securitlias, so
conatruction, households

wpespanding of Habitat Protection” dcga not
appauih?nlggi g:ﬁQﬁ?;? it is parthozhth; mogciiggu:::rgiﬁ:;.

o .
Habitat purchases put doellars in the hands B e shah
: gpecifies a spending pattern for : :
zﬁizsﬁigggﬁiz pgig (securities, coaatruction) and ¢onaumas pRz:

(bocial sarvices).

aial marviced,
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"CONFIDENTIAL LITIGATION

i3

SENSITIVE ATTORNEY WORK

RPWG Meeting PRODUCT"
Economics Workshop
November 7, 1991

Attendees:

Susan MacMullin EPA (202) 260-6412
Jeff Hartman ADF&G (907) 465-4160
Mike Mills ADF&G (907) 267-2369
Lewis Queirolo NOAA /NMFS (206) 526-6364
George Peterson USDA/FS (303) 498-1885, 1886
Sandy Rabinowitch DOI/RPWG (907) 257-2653
John Strand NMFS /RPWG (907) 789-6601
Art Weiner ADNR/RPWG (907) 278-8012
Ken Rice USFS/RPWG (907) 278-8012
Mark Brodersen ADEC (907) 465-2610
Gardner Brown Univ. of WA (206) 523-7915
Alex Swiderski AG’s Office (907) 269-5274
Peg Kehrer OSIAR/ADF&G (907) 465-4125
Stan Senner ADF&G (907) 278-8012
Regina Sleater DOI (907) 271-4131
Barbara Iseah CACI/RPWG (907) 278-8012

Meeting began at 9:15

Stan - gave an overview of restoration planning; stated that Alex
would speak on legal aspect of economic analysis; this is an
initial scoping meeting; restoration group needs to get a better
understanding of economic point of view; a secondary purpose is
that we have three proposals put forth by the Department of Fish
and Game to carry out economic restoration studies; need to
evaluate those proposals; no members of federal economics team
have seen the proposals; copies are being prepared; will give
time to scan them; don’t need to do a detailed critique but see
if they fit with the emerging program; the Restoration Work Group
consists of seven agencies which have worked together since
January 1990 as a planning team and have identified a wide array
of restoration options and concepts; are now evaluating individu-
al ideas; focus of our efforts was doing this in the context of
litigation and ultimately would have prepared a damage claim;
basic job is still to identify options and formulate a restora-
tion plan which involves public participation; past public
involvement had been kept to a minimum prior to the settlement;
the charge in the settlement is still to restore, replace,
acquire resources and enhance

Stan diagramed the following as a sequence to look at different
restoration options:

Injury - resource
service



"CONFIDENTIAL LITIGATION
SENSITIVE ATTORNEY WORK
PRODUCT

susan - do we have to do grossly disproportionate?
comment - may not even be relevant

Alex - addresses inadvertent or accidental discharge
comment - disproportionate rule benefits the spiller

Ken - the parallel is back to the EIS process where you have a
reasonable set of options; have used the red face test in propos-
ing projects; need some bounds for what suite of alternatives
that we put forth

Comment - regarding GDT, does the law describe cost as social
cost?

Alex - don’t know

Stan - does GDT involve a valuation of the damaged or undamaged
resource?

Alex - value resource and service; don’t know how you would
separate them

comment - can’t understand why you would want to consume more
value than you produce, is it because of political restraints?

Art - enhancement constraints may force us into this; an example
would be recreation enhancement opportunities

Mark - another example is a unique salt marsh that would cost a
lot to fix; in terms of value to ecosystem, may be more impor-
tant than value in dollars and cents

Alex - in the preamble to the proposed regs in terms of cost
benefit:

the trustee should consider the relationship of the expected i
costs of an alternative to the benefits from the implementa-
tion of that alternative, both in terms of the recovery of
the resource and the benefits to the public that would
result. This consideration is not intended to be a straight
cost/benefit analysis. The trustee should weigh circum-
stances unique to each assessment against the expected
alternative costs. Such circumstances might include season-
al conditions, e.g., long winters resulting in a short field
sampling season requiring extra personnel, overtime, and
high travel costs. All relevant consideration that might
affect the weighing of costs and benefits should be taken
into account by the trustee on a case-by-case basis. The
trustee will document this consideration within the Restora-
tion and Compensation Determination Plan that is subject to

5



LUNFIDENTIAL LITIGATION
oz NSITIVE ATTORNEY WORK
PRODUCT

art - run options through decision tree

stan - it is a series of decisions made in sequence but not
spread out over ten years

10 minute break

Stan - the RPWG is working on a process by which we are identify-
ing the relevant habitats; showing which ones are on public and
private land and ultimately enabling us to make recommendations
to the trustees; need to translate from the conceptual down to
the specific which will enable us to get down to cost

Jeff - had an opportunity to see some projects generated by
biologist for fisheries and can’t see where benefit side is
equal; if cost effective analysis is to be a meaningful exercise,
you have to make sure two projects have identical benefits

Comment - RPWG has to bring economists some very precise informa-

tion about the physical attributes, status of resource, level of N
recovery and rate at which that recovery will occur for them to 7)€:'
tell RPWG about the cost benefit; will be hard for economists to

do much in a gquantitative way otherwise

Mark - that would be requesting a level of understanding of the
ecosystem that we don’t possess

Comment - can’t definitively determine cost benefit unless very
precise about benefit scheme

Art - if we decrease the recovery time, is that a benefit?
Comment - would have to see an explicit example

John - are getting some information from a contract dealing with
estimating

Art - Alternatives are no action, management action and direct
intervention action

Comment - can tell us difference in cost and productivity; one in
dollars and one physical units; have trick ways of computing

Ken - putting in a net present value

Comment - the problem in reality is that the political decision
will be made; all they can do is summarize the information in a
useful way

Comment - the one advantage is that the goal is defined to pre-
spill equilibrium; can determine relative performance of options



TORNEY WORK
IDUCT
stan - when cost is incurred and when the benefits are realized
should be noted; maintenance operating cost and at what intervals
are also information we desire to have; another is planning and
compliance cost;

Stan diagramed the following for project costs:

Internal Project Costs

Planning/compliance
Construction/acquisition
when incurred
when benefit realized (rate of benefit accrual)
maintenance
-interval
administrative/fixed

Benefit

service restored

when realized
-rate of accrual

External Project Costs

Costs Benefit
lost use services restored
-technical spill overs -joint products

-additional benefits

Community/Regional Impact

who gains?

who loses?

how much?

Art - would we need to provide a no action scenario?

Comment - yes

Comment - some of these lost uses are lost property, and others
are de facto losses that are not recognized under the law

Comment - you can’t collect what you never owned
Comment - be careful of double counting

Stan - do we need to look at economic impacts?
Art - would be politically impossible not to

9



. Department of the Interior
erals Management Service
ska OCS Region

East 36th Avenue, Room 110
horage, Ak 99508-4302

ial Business
ity 1o Plivate Use $300

| 1y
Mmm s

T49

<9 Loz

Y

Tore> =samitRg



USDA Forest Service
R-10 Alaska Region

ROD KUHN
Interagency Swtheistense Coordinator




}{aren Kl "%76 L 78- §0iQ
SOF\!;’ara J—: Seqlq

%\éeé’/& £15 Admin

“cera,




£1s

EVOS Restoration

Economic Impact of Alternatives 1-5

1. Jobs

Jobs by sector: fishing, lumber, tourism, other categories
Jobs by local area (Valdez, Seward, Kodiak, etc.) by economic
sector

2. Income

Aggregate income of individuals

Income to land owners, primarily Native coroprations which would
recieve payments for land purchased with restoration funds.

3. Economic value of resources restored (birds, marine life,
etc.) for which a dollar value is not normally assigned. Their
value as part of a natural system and their aesthetic wvalue.

4. Economic benefits to subsistence users, recreationists
(hikers, boaters, and general outdoor recreationists for improved
views of landscapes and wildlife viewing including killer whales,
sea otters, harbor seals, bald eagles, and various seabirds),
tourists, commerical fisheries, sport fisheries.

Economic benefit of restoration of passive uses. Passive use of
resources includes the appreciation of the aesthetic and
intrinsic values of undisturbed areas, the value derived from
simply knowing that a resource exists, and other nonuse values.

General restoration and habitat protection and acquisition have
these types of benefits.

4. Value of subsistence resources to subsistence users.
5. Taxes

Property Tax

Income Tax

Revenues to the State

+++++++++++H

about $600 million to be spent

b:restoration disk:economic
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A changing = >ttom of the screen will
follow the progre »  When the inversion is
complete, IMPLAN will return you to the main menu.

Type I Multipliers:

A Type I multiplier is the direct effect (produced by a
change in final demand) plus the indirect effect divided by the
direct effect. Increased demands are assumed to lead to
increased employment and population with the average income level
remaining constant.

The Leontief inverse (Type I multipliers matrix) is derived
by inverting the direct coefficients matrix:

[Indentity matrix - Regional IxI Coefficient matrix]-—l

The result is a matrix of total requirement coefficients
(the amount each industry must produce in order for the
purchasing industry to deliver one dollar's worth of output to
final demand).

Type III Multipliers:

The IMPLAN Type III multiplier is a modification of the Type
III multiplier developed by Miernyk. Type III multipliers
compare direct, indirect and induced effects to the direct
effects generated by a change in final demand (direct + indirect
+ induced, all divided by direct).

The Type III induced effects are quite different from the
induced effects of a Type II multiplier. A Type II multiplier
captures induced effects by assuming a linear relationship
between income and consumption changes. The assumption is that
an increase in output will raise income levels, and therefore
increase household spending proportionately. Population is
assumed stable. The result is a much larger total effect. This
exageration is useful for identifying where an impact occurs, but
will not give an indication of the degree of the effect. Type II
multipliers are not available from IMPLAN.

To minimize the over-estimation that occurs with a linear
consumption function, IMPLAN estimates induced effects based on
the changes in employment and population. The resultant
multipliers are typically five to fifteen percent smaller than
Type II multipliers.
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ID Team Meeting Agenda

Time: 1:00 pm Date: March 23, 1994

Location: Rod's Office or TC Room if available

Agenda:
Presenter: Topic: Time: Decision/Info:
Rod Review agenda 0:15 D
Rod Formating in Documents for EIS 0:20 1
(Headers/Footers; Fonts; Tables; Spaces; Tabs)
Rod Discuss Chapter 4 writing. 0:30 1D
(Short/Long-term Impacts)
Rod Where we are and how will we get everything done. 0:15 1D
Rod Intermediate deadlines: 0:30 D
L No Action:  pg 2%%
2. Al a /1
3. A3 4[4
4. An4 ASS
s, ans: 4/
Additions:
Bin Items:

Critique:
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Reforms would have Forest Service pay its way

By SCOTT SONNER
The Associated Press

WASHINGTON — Congress should re-
vamp a budget system that rewards the
Forest Service for logging over other uses of
lands, and the agency should demand more
money for the natural resources it sells in
national forests, a House panel was told this
week.

‘“The Forest Service needs to work closely
with the Congress to obtain a better return
for the sale or use of natural resources on its
land,” said James Duffus of the General
Accounting Office, the investigative arm of
Congress.

Duffus, who is in charge of natural-re-
source management issues for the GAO, said
the Forest Service receives most of its
operating funds from receipts retained from
timber sales and from appropriated funds
linked primarily to timber harvests.

“Therefore in every national forest —
even in those where timber harvesting is
uneconomic and other activities and uses are
more valuable — forest managers are over-

_ funds,”

whelmingly dependent on timber sales for
he -said.

Ross Gorte, a natural-resources specialist
for the Congressional Research Service and
a project director for the Office of Technolo-
gy Assessment, agreed there are concerns
about ‘‘the emphasis on physical outputs,
especially timber, with relatively little re-
gard to ecosystem conditions and other
values of the national forests.”

The hearing Tuesday on proposed Forest
Service reforms was the first of two sched-
uled this week before the House Natural
Resources subcommittee on national parks
and public lands.

“For years we have heard testxmony
about what is wrong with the Forest Ser-
vice. Now is the time to end the acrimony
and roll up our sleeves to come up with
some solutions,” said Rep. Bruce Vento,
D-Minn., subcommittee chairman.

Randall O’Toole, a forest economist from
Portland, Ore., asked the panel to imagine a
supermarket whose owners rewarded the
manager for selling dairy products no mat-
ter what the price, but gave the manager no

reward for selling anything else.

Since dairy products provide the only
reward, it wouldn’t be long before the
market was stocked mostly with dairy
products, he said.

“Of course, the store’ s losses would sky-
rocket as the manager responded to the
incentives to lose money by selling more at
lower prices,”” O’Toole said.

‘““This is the situation in the national
forests today. Forest managers are rewarded
for losing money on timber sales, but are
given little reward for recreation, wildlife
or watersheds,” he said.

The GAO has ¢ompleted more than 70
audits related to the Forest Service over the
past five years.

“The infrastructure of bu11d1ngs roads,
trails, bridges, developed sites, water and
sewer systems,’ dams and other facilities
constructed to provide access to or make use
of natural resources on lands — approaching
$200 billion in value — is in a growing state

. of disrepair and the condition of lands is

deteriorating,” Duffus said.
At least $644 million is needed to' elimi-

\

nate maintenance backlogs and reconstruct
trails and develop recreation sites, he said.

The GAO said the Forest Service is short
of money partly because it sells some timber
at prices lower than it costs to harvest the
trees.

Depending on what costs are included, the
agency lost between $35.6 million and $112
million on below-cost timber sales in 1990,
the GAO said.

The Congressional Budget Office conclud-
ed taxpayers would save $230 million if
logging stopped in three of the  Forest
Service’s regions where, ‘‘on average over
the last decade, cash expenditures have
exceeded cash receipts by a 3-1 ratio,”
Duffus said.

Skiing also fails to bring in as much
money as it should in national forests, he
said.

“The sk1 fee system does not, as required
by law, ensure that the Forest Service
receives fees that are based on fair market
value,” he said. .




