
A DOZEN RECOMMENDATIONS FOR MANAGING

HARDWOOD FORESTS PROFITABLY 1

J. Michael Vasievich 2

ABSTRACT. Many landowners don't manage their central
hardwood forests. In many cases they may be missing out on
opportunities to improve their woodlands and increase

earnings. Each hardwood forest and each landowner's goals
are different, so specific recommendations are not possible

for all cases. General guidelines are given for planning
management practices, reducing costs, and increasing revenues
to increase profits.

INTRODUCTION management--professional forestry assistance,
stand cultural treatments, harvesting _d

Money doesn't grow on trees, but many regeneration, and financial planning. When
landowners profit by careful management of their combined with professional forestry advice and
hardwood timberlands. They want to get the most sound judgnnent, these recommendations will help

from their land without paying too much and hardwood forest landowners increase their profits.
without sacrificing the amenities or non-timber

benefits. Landowners who manage their stands have
more productive and profitable forests. These Recommendation I. Seek the assistance of a

forester for planning forest management.
l_downers often have certain things in common,
and I would like to focus on some general

management practices that lead to greater profits Mixed hardwoods forests are complex and many
from hardwood forests, biological and physical factors affect their

growth and value. Managing these forests requires

Management recommendations cannot be made special skill to achieve timber and non-timber
which apply to all hardwood forests. Each stand goals. These forests are more difficult to manage

than even-aged pine plantations because they may
is uniquely composed of trees of different

contain dozens of different species. Decisions
species, ages, and sizes, and each landowner has

different goals. Some landowners are interested regarding harvests, regeneration, and stand
cultural practices should be made with the help ofin abundant wildlife. Some want an attractive
a skilled forester. All landowners have good

forest for personal enjoyment. Others want the
intentions for their forest land, but they may

highest cash return from their timber. Most
landowners want some of each of these, miss out on benefits or profit because they

overlook treatments that can improve their stands
Recommendations for specific treatments must be

based on actual stand conditions, strengths of or perform treatments that degrade them and lower
local timber markets, and landowner objectives, profits. Foresters can identify and recommend

Therefore, management activities appropriate for practices that will enhance and protect forest
one landowner's stands may be off-base for land and improve productivity.

another. Technical forestry assistance is available

The foliowing 12 recommendations deal with from various public and private foresters.
several aspects of economic forest Service foresters, extension foresters, State

forestry agencies, and university forestry
departments can provide help with many forest

Ipaper presented at the seventh Central management problems for free or at cost. However,

Hardwood Forest Conference. [Southern Illinois the services offered by public foresters may be
University at Carbondale; Carbondale, Illinois; restricted to 1 or 2 days of work a year on each

March 5-8, 1989]. property. Also, most public foresters cannot mark
2j. Michael Vasievich is Project Leader, or sell timber, supervise timber sales, or enter

Economics of Alternative Forest Management Choices into a fiduciary relationship with private
in the North, USDA-Forest Service, North Central landowners. Generally landowners are referred to

Forest Experiment Station, East Lansing, Mich. consulting foresters for more extensive services.
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Consultir_g foresters p_._ov:ide more diverse and measu_.emer_ts oF pro:h',ct:fvi ty aye inT, c r,t.<_ut, :i n
sn_ _'ialized services t:han nublic forest:ers _%"

consul tants can inventory ti, mber, prepare them, and wheFe, }-[i_<hly prot, Kttive si<<:s f<Fow

manaq_ement........ p]a_,ls recommepd t[-eat_ents to meet t:f_be_ '_ Faster tha.r, or;her sit-es, rmrl...... more [nte,"<'_ve_,_....

lae, downeF objectives, sell timber, contract f"<)_:' t:f.aber mana_eaeut is app:r"ep_fate on these acFes.

s...4)e_ Jl..,,,:, silvicultuFaI services, aad provide

specialized income and estate tax advice ..... tale

forestry offices can provide a ].is<, of" consuitinK Recoa_mondat::fon 3_ Hana_e hasd_<_c<i f%nest, s to

£or_esfens and the services _b_y offer. Some p:_)oduce hfKh quality saw ].<)[[s of" high value

States have re_ist_'ation or licens:in_ laws Fo[ _ species.

cansulting foresters, which provide some assu_"ance

<hat £o,;'esters meet speci£ied standards. Hi&[her _ ,t:f_ff:)er <tt_ality .m_:_ans £r_:,_,_:_r value................. '.... 4_ ......... ' .... '

especially fbr hardwood trees, }{i_<_-:i_al:ity tr'ees

H_my forest pFoducts, companies have spe<'ial_ co[_tain souad cleap ]oKs witha_t knots, _:_p_ _'t:s,

.,>,,..<_s, or .,,.,._,;_ defects, TheLandowner Assistance. Pro,Erams run by _"_ )_,..),_{ 4ny FO t ten pea t i <)['Is _""....... c' _'_-_,"_

£oresters , These programs ane atmea_ ' a[: :i_provia?; soecies, mi×ture in a fore_ t also sreatly a_""fe,.,<os_"

management of _ private t:imberl,.ands and enhancin_ value, C,ent_'s] har"dwood Fo_w;_sta contain ,_aay
relat, ionships, between the company, and lan<lawnet"s_ spec:ies, but only a few a_'e rv_,,_,_!_), val.uable.

O[I _- wa],f]ll_ _ ,ch()F[_ ' ]r'}gt'q aF@They provide a valuable source of f'orest Hi_<hooquality -'_ s,sh and

mar_agement services to private landowners, but in the g:ceatest:, d<mand and have the hf_hest msrke_
t,_4:_e, species _ay besome companies ma,y ask foF a first r'eFusat _"ight: values, The best tt"ees of _"_ ....

to purchase timber gr'own oa enr.'o,l, led acres, worth Five _o tep. tiaes mo_;'e than aver'aK_ ].oKs cF
!es s p_{:,)Fer'Fed _q;<_'cies,

Selectin}_ a Forester ts much like selecti.ng

any otheF p['o_essluna& Cot]sultants act;, as af.,,ents, ,.......... ....... sere<a!
and landowne,rs mus" have confidence in their ways, The key :is to ma:ir_t, ain the _vost deal'.cable

reputatior_ and ability. Foresters should be able o_=,c_e._ mi×t<_Fe and cont, poI stand derisory t<)

to provide the full range of _ services needed, assure good _x)wth rates,, St:ac, ds ._!ho_i'i be

They should be ethical in represent:fng landowner maP, a_ed to mainta:f_ t.h_(_ p['e[er numb<is of

i.nterest:s and be technically qualified to apply high-qt_alit;y crop tr'ees of the <_x)st " '_ .....

scierlt:_._:t,..,; principles of" foFestry to accomplish species to I_aximize ........_"' _ ,.,-_,_,-_'*--..,k,,,,d ,__,,;_

:management objectives _ Consult:i,n_ foreste['s are less pr<_f'it.abi.e because s<,:)mc, _rowin_[_; ,:,_,_-,'_v_-'_,,,,_;,is

should know their clients' management objectives unpz'oductive, Tree Krowth will irHt__ease :in these

and help achieve them, whether t.andowrw_r y,oals stands with t:ime, but: there a__e few <",,pti,r)ns f"or,_
p _ <.G d,. t _.,,,l ,, y.emphasize tiabe_ pr'oduction or other" For'est £ncceasin_ ..........._ r, ._.'_.,

0 t,l t p U t S,

Over .>tocked stands af"e less prof'i__d ''_,_ tor:_

'b__";_u_'_;_ tmdesz._abI_._, trees c.ompete with cro'p t:'ees

aad slow Krowth., These st:ands need to be cut to

Recomaendation 2. Concentrat;e timber management harvest mature t,cees, remove compe,Li_kq[ tFees, and

el'Forts and dollars on the most p:_'<xluctive sites, provide adequate _;c'ow:I,n_ space to ail.ow crap t_-ees
to Flourish, [{l:fminate trees that are Fttmn<:fally

Timbe_ production has the hi[test............... r'eturns on mature or that i.nte_'fer% _ with _._,___._x_wt:.h..... ,,'"_ c_"op

the best sites -- where trees _-ow fastest and ..t,--,:;,c-:_...,..._::,,Cut, t:.in K :str'at:e_ies._ _,u__st maint;ain the

quali ty lo_s are p_'oduced in the shortest time. psopeF stand <[lens:i. ty f'o_" q,dal.i _:y and gsowt:h.

Financi.al. retur'ns are hi_he_" on productive sites

than on less productive ones because for'eat Keep the best qual. ity, but i.;:r!aat_.He, crop

management practices cost nea_'l_y the same on both tr'ees o£ preferr'ed species in the stand when

types of sites, partially cutt, irt4_' sta.r_ds. Select .large <:liar,_ete_"
tr_ees that; at'e f:i,[_anc ial 1.v aat, t_ge F<)g _,{_,..........,,e_-, _,.._.

The best sites can grow at least a co_d of The diameter of" financial._,y mat_'e tr"ees may be 16
; ....... '_" t" ,_'t,f::_"" i m,% [[iaF[,et' <1wood or" about 200 to 500 board feet of' qual:ity inches or mo_:'e depenc,,_r_ o;_ aad

sawtimber a year' in well-stocked hardwood stands,, Rar'ely are h:f _!(h-qual•..... ft:v_ c?_.,:,-_,._ ,.:i," _.........._rr:_w,,"_c_d trees

This translates into aveFage armuat earning, s of" Financia!.ly r_eady to ct:_t at: ._ma[le_" dia.meter.'s.

$:15 to $50 per acre or- mo_e these days, depend/ng' ............... Hi.£h-qual:ity ha_:_dwo,od t['_,es,. .:_r_......................t, he _,c_st in value

on volume, species, and quality o£ the trees, The as they aatuge ;into i[ar_er di, amete_ TM classes and

faster" growth, rates on highly pPodt_ _"ct.'.._.ve sites higher, sawtimber .._<r'ades , Therefc r__:_o., avo:id t:he
....... , , tS;:_.,,_'£er_ ear!±er and mo_'e frequent hasvests and temptation to cut t_-ees when they r_each ...._r"

shorter r'otations, Huch potential income is ].ost mznimum sawt:tmber diameter of' about 12 inches,

:if these stands a_-e not mana_<ed to focus _rowth on Trees usual].¥ ar-e growin_ the fastest in value at:

the best and proper numbe_" oF c_op trees, this time.° Harvest:in_ these fi_n_mcfa,!!y immature

trees is cost],y in forgone reven{._es.

All forested ac_'es should not be maaa_ed the

same. Hany treatments on highly productive sites Never" cut the best trees and leave the

are not economical on less productive acres, worst. This dest_-uctive p;_.act:,ice, ,,_,:._.[_.... high

larg'ely due to slowe_ tree _rowth rates. Soil gr'adin_, is common and an assured way of' p_'oduc{.r_&_
c '_ *ty'

productivity can be highly variable on timber ti, mber stands fk,ll] OF low-.ttJa,_,i trees of.

stands as small as 30 to 40 acres. So, careful undesirable species. Sometimes this pra.<::t:[ceis
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calked diameter limit cutting in which loggers cut The relationship between regeneration and
all merchantable trees above a certain diameter, harvesting merits special attention. Harvested

The problem is that the most valuable trees above trees and trees with little value must be replaced
that diameter are cut and all the least valuable with desirable species suited to the site to

ones are left. The eventual result is a forest improve productivity. Careful planning for

full of low-value, low-quality trees with greatly regeneration is needed before cutting. How much
reduced earning potential, canopy to remove, which trees to cut, when to

harvest, and many other factors can make the
Crop trees must be protected from logging difference between successful regeneration and

damage. Damage to residual trees from careless poor stocking or low-value trees. Regeneration is
logging can also destroy the quality of future so critical to profitable management that it must

crop trees. So, select loggers carefully. Only be considered a primary goal of harvesting.
accept those with a good record, and be sure to

monitor logging progress to prevent damage to the Mixed hardwood stands may need some attention

site and the residual trees. A lot of money can every 5 to 15 years. In some cases, noncommercial

be lost when a high-value tree is scarred by logs treatments such as cleaning to kill or remove
being dragged behind a skidder. A professional undesirable trees may be necessary. Each

forester can be invaluable in helping to select a management action can be thought of as a
reputable logger and supervise logging operations, mid-course correction. Missing needed treatments

may be costly because the resulting future stand
Optimum cutting strategies depend on many may be far less valuable. Missing treatments can

factors, and there are no simple rules. Adequate delay stand development, postpone harvests of
timber cutting prescriptions require an mature timber, and allow undesirable trees to
examination of each stand by a forester. Many prosper.
decisions are needed -- how often to harvest, how

many trees to remove, and which trees to cut. The Noncommercial thinnings or cleanings should
best management recommendations will differ improve the stand enough to justify their cost.
because timber stands differ. Most landowners Some benefits may be from increased future timber
often do not have the technical background to make values, but other non-timber benefits are
cutting decisions. Loggers usually have an certainly valuable too and should be considered

economic incentive to cut the most profitable when planning management treatments. Recently cut
trees - for them, but they usually do not have the timber stands may appear unsightly, but they

landowner's financial interests in mind. So, it regain their appearance quickly if the harvesting
takes much experience to select the best cutting operation was well planned.
strategy.

Active stand management may suggest a goal of
timber production to some, but even many

Recommendation _. Manage hardwood stands to treatments to enhance wildlife habitat involve

increase growth rates and stand value, some form of harvests. Brush or slash may be
pushed into piles to provide wildlife shelter,

Forest owners often believe that fores'ts can Small openings are especially valuable to some

pretty much take care of themselves. This may be species for the type of food and forage produced
true to a degree: forests continue to grow year in them. Such openings can serve as places to
in and year out, even through market cycles, concentrate and harvest game. Openings can also

Trees get larger, some die, and new seedlings be planted to preferred wildlife food crops to
start without any real assistance. But, left to favor particular species. Although many
grow without attention, few forests ever achieve landowners believe timber cutting reduces

their full economic potential. Most central wildlife, many species use clearcuts or young
hardwood forests can produce more timber and forests extensively for food or breeding.
wildlife, and much can be achieved with carefully

planned intermediate cuts, final harvests, and

other improvements. Recommendation 5. Manage wildlife values for
additional sources of income.

Many of the ways landowners can manage their

hardwood stands involve cutting, removing, or Many landowners seek non-timber benefits from

killing trees and other vegetation. Cutting their hardwood forests, particularly wildlife and
undesirable trees is necessary to focus growth on recreation. Most activities to enhance wildlife

crop trees. In addition, new sprouts or seedlings involve vegetation management such as planting

needed to regenerate new stands are encouraged by game foods, cutting immature trees, and harvesting
removing unwanted overstory competition. In mature trees. Final harvests and improvement cuts

partial cuts, only carefully selected trees are can be planned to improve wildlife habitat as
removed. Complete harvesting is essential to well. Timber and wildlife are often viewed as

start a new vigorous forest of the high-value conflicting goals, but many stands can be managed
central hardwood species that require full to produce more of both.
sunlight for establishment and growth. Complete

harvesting is often needed to rehabilitate stands Hunting leases are becoming more common

that have been neglected or abused by destructive throughout the United States, and this source of
ii harvesting in the past. income should not be overlooked as a way to
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supplement earnings_ The market for hunting are strong, the best action may be to harvest all

leases is g:rowin_] rapidly, but it is not well or most of the stm_d and regenerate, Even if no

organized at this time. Annual fees paid for market is available for damaged timber, removal of

prime hunting locations are often set at the the damaged trees for firewood may be needed to

landow,ner_s cost: fo_; property taxes, In time, maintain a healthy and productive stand.

prices may rise and be set through competition.

Many hunters pref'er leased land because it is less There are important income tax considerations

crowded_ is gener'ally safer, and may offer greater when timber is damaged. Timber damage can qual,ify

chances of success that other land, Hunting as a casualty loss for income tax purposes if the

leases usually require larger tracts, but several damage is sudden and unexpected. Fires; extreme

!,ando_vners can combine their forest holdings to weather such as tornados, ice, flomds or drought;

effer a single lease to hunting clubs or selected and some insects may qualify, The amount of_roups_ The added income can be used in part to casualty loss for income tax purposes is limited

r_ enhance wildlife populations, eventually leading to appro×imately the ,initial timber ,investment,

l to higher lease rates for the improved habitat, not the market value at the time of the ,loss.
• Unfortunately. this value is usually very low or

Hunt, ing leases are emerging as a growing zero for most natu:ral hardwood stands. If this is

competitive market in many areas, but they may not the case, even completely destroyed stands may not

be for every landowner. Landowners wanting to qualify for any tax deduction under current tax

lease their property should get professional provisions.

forestry advice and have a clear contract to limit

their liabilityo Recommendation 7, |)esi_ timbe_ _ hard,eats to favor

prompt regeneration Of" desirable species.

Recommendation 6. Vromptly salvage damaged timber

to mfnimize losses, recover vm]_ue and improve Many landowners cut timber but fail to

stands " adequately regenerate their land following
' harvest. They never pl_ :for the next forest and

count on nature to provide a new st_d frogs

Hardwood forests can be damaged by many whatever is left. A new forest will eventually

natural hazards including fife. storms, ice, regrow on most cut-over l_u_d, but the new stand
_t, drought_ insects,_ and diseases. Logging damage to

residual trees is also a common cause of financial will usually be far ,less valuable and productive

: loss. Hardwood stands need adequate p_otection than could be achieved otherwise. []sually, the
and treatments to reduce losses when they are next stand grows from the least desirable

unmerchantable trees left on the site rather than
damaged. Forest stands affected by natural events

are not usually destroyed completely. Rather, from the best genetic stock. Failing to

growth and quality are reduced when individual regenerate timberland after harvest will reduce

trees or groups ar0e killed, broken, scarred, long-term productivity.

attacked, or infected, Owners lose the value in
Landowners sacrifice much future ,income when

destroyed trees and in future growth and quality they allow harvested acres to ,remain idle and

from damaged trees, unmanaged. "['hegoal of regeneration is to get

Some management decision must be made when enough new trees of the most desirable species_ A

such damaging events occur. Many landowners do large share of potential profits depends on

nothing to recover salvageable timber or to limit regeneration success. Harvested hardwood stands
are usually regenerated from seed or sprouts or

future financial losses_ 71_e basic management

choices are to (1) ],,cave the stand alone, (2) from seedlings already in the st_u_d. Shelte_,_wood

salvage and continue to gFOW the stand, or (5) harvesting may be needed in several stages to
establish an advance crop of seedlings before the

harvest all trees, start over, and regenerate.

Many factors such as landowner objectives, stand complete overstory is cut. This is particulaFly

value and extent of damage, local markets, and the true for oak. Desirable species can be encouraged

stand's ability to recovem from damage, influence by controlling how much canopy is removed and

the decision after a loss. From a purely which trees are cut, by preparing the seedbed, and

financial perspective, the best choice is to by killing unwanted trees before or after the

select the option that offers the greatest future harvest.

value and to igT_ore the past or sunk costs that

can never be recovered, The best regeneration results are achieved by

planning for the next stand before any" trees are

Salvage should always be considered after a cut. Cost savings, more effective control of

loss. Sometimes not enough timber volume is stocking and species mixtures, and more complete

affected to allow a commemcial harvest. In this utilization can be achieved bF coordinating

case, improvement cutting can be combined with harvesting and regeneration. Rather than leaving

salvage of damaged timber to enhance future stand regeneration to chsx_ce, experienced foresters c_

values. Damaged trees that are left to grow take guide each stand to produce a more productive new

up growing space but may never increase in value, forest.

Unless harvested quickly, damaged timber may be

attacked by insects and diseases that render it Hardwood regeneration is not always costly in

useless. If the damage is extensive and markets dollar terms, but it does take time and special
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skill to get the desired results. Many things can Recommendation 9- Use a harvesting contract when
inhibit successful regeneration such as competing cutting timber to protect productivity and achieve

understory vegetation, inadequate nutrients, management objectives.

light, or moisture, and insufficient site
preparation. Stand improvement treatments may be The trees to be harvested and left must be
needed before or after harvest, and these can add carefully selected and controlled. Harvesting

to the cost significantly. The least costly contracts clearly specify the trees to be cut, the
method of achieving adequate regeneration is to be type of harvesting allowed, the method of payment,

sure harvesting creates the right conditions for and the time allowed for harvest. They are legal

tree growth. The benefit of successful instruments to protect the landowner and convey

regeneration is a much improved stand and title to the timber to be cut. Contracts may
eventually greater profits, include provisions to protect forest roads and

streams, to prevent or require cutting of certain

Many landowners believe small partial trees, to cover slash disposal, and to permit or
harvests every decade or two is the best method, limit other activities associated with
But this method is not a good way to produce most harvesting. Contracts usually outline the

of the high-value central hardwood species. These consequences of not meeting the contract
species must have full sunlight for establishment provisions. In some cases, a performance bond or
and development. Consequently, complete overstory advance payment is required from the logger before
removal is essential if species such as oak, ash, cutting begins. Most reputable loggers are

walnut, and cherry are to achieve their best accustomed to operating with contracts, but many

potential, timber sales are not covered by one. When loggers
can do whatever they want, landowners usually

Harvested stands can be planted, but this is lose.

a difficult and costly option. Planting may be

the only way to establish desirable species not Sample harvesting contracts are available
present because of past history and to introduce from many consulting foresters, public forestry

genetically superior trees. Planting hardwoods offices, extension forestry groups, university
such as oak, ash, or walnut may require intensive forestry departments, and county cooperative

site preparation to reduce understory extension offices. Model contracts must be
competition. The costs of planting and tending modified to reflect each landowner's particular

hardwood plantations are high and the time until situation.
harvest is long. Therefore, these long-term
forestry investments should only be considered on

the very best sites. Recommendation I0. Use cost-sharing incentive
prOgTamS when possible to reduce direct costs and
increase productivity.

Recommendation 8. Seek multiple buyers for timt>er

and sell it by competitive bid if possible. Forest management practices can be costly and
returns are far in the future. Consequently,

Timber is often sold directly by landowners cost-sharing programs help non-industrial private

without the benefit of competition or a timber landowners reduce economic risks. Most programs

appraisal. Also, landowners are often poorly contribute part of the cost for selected
informed about local timber markets, the volume of treatments to improve the productivity of private

their trees, or the value of their stand. Many forests. Use these programs when they can help

landowners lose a large share of their profits accomplish forest management goals and reduce

because they don't know much about timber markets costs.
and can't judge the fair market value of their

timber. Then they sell below market value to The Conservation Reserve Program (CRP)
buyers who do know the true value of their timber, provides cost-share payments to establish trees on

highly erodible croplands and fields, subject to
Timber sales offered competitively with scour erosion, and makes additional annual

sealed bids are a more consistent way to be sure payments for I0 years. This is not long enough to
that a timber sale earns the highest market grow a timber crop, but the cost savings create an

price. Negotiated sales are sometimes necessary excellent earnings potential. The CRP requires

to salvage timber quickly or for other reasons, enrolled land to be removed from agricultural
Even if this is needed, landowners should have a production for at least i0 years.

knowledgeable forester do the negotiating.
The Forestry Incentive Program (FIP) will pay

Another problem occurs frequently when timber landowners to establish trees or improve stands
is sold and harvested without professional for timber. The Agricultural Conservation Program

forestry assistance. When given a free hand, (ACP) pays for certain conservation practices,

loggers will cut what they can sell profitably and including some to improve woodlands. These
leave the unmerchantable trees. This can greatly programs are administered by the Agricultural

increase the cost of regenerating the next stand, Stabilization and Conservation Service in
adversely affect future productivity, and mean cooperation with the State forestry agencies.

less money for the landowner. Some States also have special cost-sharing
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programs to help pay for improvements to private office or a qualified forester to determine if
forests. These public programs relieve at least timberland can qualify for these provisions.
some of the financial burdens of improving

forests. The Federal and State tax laws are complex
and difficult to interpret for each landowner's
situation. The best recommendation is to seek the

Recommendation II. Carefully plan for the tax advice of qualified forestry tax experts to help

consequences of timberland income and assets, select the most advantageous management actions.
Tax workshops may be available to help timber

Income, estate, and property taxes are owners understand the effects of taxes on profits.

complex and costly. Some landowners pay more
taxes than necessary because they don't understand

the tax regulations and don't plan their Recommendation 12. Compare the financial

management activities to take advantage of performance of forest management activities with
provisions favorable to forestry, other investment options.

The Tax Reform Act of 1986 greatly changed Many landowners believe that active forest

Federal income tax regulations for forestry. The management is not profitable, but this is not the

most significant change was the elimination of general case. Many factors affect the income
preferential tax rates for capital gains. As a potential of managed forests. Some timberland

result, timber income is now taxed at a higher investments pay competitive returns, especially
rate than before the law took effect, for well-stocked managed timber stands on highly

productive sites in strong market areas.

The deductibility of certain forest

management expenses was also changed by the 1986 Forestry investments may be considered in
law. As a result, landowners may not be able to several ways. Investments made now increase the

deduct all expenses unless they meet certain future quantity and/or quality of timber or other
criteria for active management of their land. The forest outputs.' With hardwood forests, the
rules on deductions are complicated, but investment cost is often not a direct outlay. It

landowners who actively manage their land is revenue lost from not cutting a stand and

,generally receive the most favorable deductions holding it to grow another year. Forest owners
for management expenses, should reasonably expect that the benefits in a

year will be equal to the current stand value plus

The favorable reforestation tax credit and at least as much as could be earned on that value

amortization provisions remain in effect. These in a bank (or some other investment). With

provisions allow landowners to quickly recover investments, the benefits are always delayed and
their reforestation costs, up to $i0,000 per year. received some time in the future.

Estate taxes affect timberland passed on to Achieving a profitable forest requires an

heirs. Many landowners have large and valuable investment perspective when making timber
timberland holdings that cannot be easily management decisions. Money spent to improve tree
converted to the cash needed for estate taxes. In growth or earnings can't be spent on other things

some cases, heirs have had to liquidate timber or invested elsewhere. So, timber investments

during weak market periods or when stands were not must be able to earn a competitive return. This

ready for harvest to settle estates. Landowner's means that treatments that can't earn an
objectives are not usually well served when they acceptable profit should not be done, if
must cut timber, sell land, or divide forest profitability is a goal.

holdings to pay estate taxes.
The concept of financial maturity is an

The need for unplanned and forced harvests important one, especially for hardwood forests.
can be reduced and timberland ownership can be Trees should be harvested when they reach

preserved by effective estate planning. Many financial maturity, when the rate of value growth
methods are available to reduce estate tax impacts falls below the interest rate that could be earned

and preserve timberlands and other assets for in another investment. Foresters determine this
heirs. Get qualified tax and legal assistance to by measuring recent growth rings and comparing the

protect heirs from the unforeseen consequences of value increment with the total value of the tree.
estate taxes on timberland values. If trees are held to grow too long, then their

rate of earnings falls below competitive rates.

Property taxes, yield taxes, and severance If they are cut too soon, then much potential
taxes also affect timberland management by value growth is sacrificed. Usually financial

imposing costs each year and possibly at harvest, maturity is specified as "critical diameters" for
In some States, special provisions are available a particular situation. The diameter of

for reduced property taxes. To qualify, financially mature trees depends greatly on the
landowners may be required to follow an approved species, local markets, site quality, and amount

management plan or to allow public use of their of competing timber, so no single number can
land for hunting and recreation. Enrolling land suffice. Invariably, this economic diameter is

under these special laws can reduce property taxes larger than the minimum diameter or size of trees

significantly. Check with your State forestry acceptable to loggers.
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Forest landowners should especially consider timing of harvests and noncommercial treatments is

intermediate stand treatments to improve the critical.

growth of pole timber or small sawtimber crop The fifth recommendation recognizes the
trees. Improvement and cleaning cuts to remove or potential for income from wildlife in hardwood

kill competing low-quality trees will enhance the stands. Profitable management can easily include
growth and vigor of remaining crop trees. Because treatments to enhance wildlife, and hunting leases
these crop trees may already be close to harvest, are becoming an important source of income.
the investment period is relatively short. The

faster growth rate on the select trees will also The need to promptly salvage damaged timber
allow an earlier harvest. If conditions are and make the best choices after a stand has been

right, this low-cost investment can pay handsome damaged is the sixth recommendation. Damaged

returns. Timber stand improvement treatments are hardwood forests need care to keep them highly
especially profitable when stands are overstocked productive.
and growth has slowed or where the best trees are

being crowded out. Unfortunately, many landowners The seventh recommendation calls for careful

believe that spending money to improve their planning for regeneration in conjunction with
stands is wasteful, but in many cases they are harvests. Regeneration is critical to profits and

wrong, always more successful if the right conditions are
created when trees are cut.

Of course, investment returns play only a

small role in deciding how to manage hardwood The message in the eighth recommendation is

stands. Landowners may want less income and more that timber should be sold by competitive bid to

intangible forest benefits, but they often get the highest price. Professional forestry
unknowingly lose out by not managing their stands assistance is especially important to help
effectively. In many cases, landowners can have landowners realize the fair market value of their
more timber, more income, and more non-timber timber.
benefits simultaneously by actively managing their

hardwood forest. They do not always need to Hardwood trees are especially vulnerable to
embrace timber production as a primary goal. logging operations. So, the ninth recommendation

calls for harvesting contracts to reduce the risks

SUMMARY when cutting timber.

Management of hardwood stands can be costly.
Owners of central hardwood forests want to The 10th recommendation is to use available

get the most from their land and generate income cost-sharing programs for financial assistance

without paying too much and without sacrificing when possible to keep cash outlays to a minimum.
the amenities or non-timber benefits. Twelve

recommendations are offered to help these owners Some of the important costs of forest

achieve greater profits in conjunction with their management operations are income, property, and
other goals. Profitable management of hardwood estate taxes. Taxation of forestry operations is
forests requires careful selection of treatments complicated and requires special advice. The llth

and planning of harvests, recommendation is to carefully plan for the
special tax consequences of owning forestland.

The first recommendation points to the need

for professional forestry assistance to help make Finally, the 12th recommendation is to

the best management choices in diverse and complex consider the financial returns of specific
hardwood stands, forestry actions and compare them with other

investment options. Too often landowners have

Recommendation number 2 is to concentrate little information on the return they can expect
timber management efforts on the most productive from managing their forest. Perhaps their choices

sites where tree growth rates are the highest, would be different if they knew the payoffs.
This is where the greatest return on investment

can be made. Money doesn't grow on trees, but many
landowners can profit by carefully managing their

The third recommendation recognizes that the hardwood timberlands. Landowners who choose not

greatest values in hardwood stands are found in to actively manage their forests may forego
the best quality trees of preferred species, benefits and eventually reduce the attractiveness

Actions to develop, protect, and enhance the and productivity of their stands. In some cases,
quality of the most valuable trees are essential, landowners may not realize how their forests can

be improved or how some investments can add

The fourth recommendation points out that profits and improve other benefits. These

landowners must not overlook important recommendations are offered to help landowners
opportunities to improve their forests. The better understand their opportunities.
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