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Evaluating the Costs and Benefits of Good Intentions 


Forestry Sector Intervention: The Impacts of 
Public Regulation 011 Social Welfare. By Ro'l 
G SOlid and W!llUnl1 Hyde Ames Iowa, State Um· 
VelS!ty Pless, 1989, 106 pages 

Reviewed by Michael Percy 

Government interventIOn In the fOI estry secto! of 
most mdustnallzed economIes IS pel vaSlve, often well 
mtentlOned, and, more often than not, unsuccessful m 
achIeving ItS stated objectIves PolICIes aImed at cor· 
Iectmg market fallure often e"acerbate the problem 
and In many Instances assume market faIlure when 
none eXIsts The magnItude, as well as the dlstnbu
tlOn, of costs and benefits that al1se from government 
interventIOn m the forestry sector IS often dIfficult to 
quantIfy The (hfficultles m evaluatmg the Impact of 
pubhc sector Imtlatlves 1II forestry denve as much 
from the compleXIty of the regulatory framework and 
data constraints as they do from the faIlure of Inves· 
tlgators,to adopt the approplute methodology 

In seven case studIes of the U S forestl y sector, Boyd 
and Hyde tackle head-on the problems of specIficatIOn 
and quantificatIOn In assessing the Impact of govern
ment mterventlOn on economIc effiCIency and Income 
(hstllbutlOn The book IS an outstanding success In 

terms of the mterest and breadth of the tOPICS conSId
ered, the cianty of presentatIOn, and the care 
exhIbIted m tIghtly mtegratlng the analytIcal frame
work and data reqUIrements mto the tOPIC under con
sIderatIOn Each chapter IS accompamed by a 
comprehensIve set of refel ences to the public pohcy 
Issues, methodology, and data 

The authors are demanding-the book IS analytIcal and 
presumes a strong backgtOund m mIcroeconomIcs It IS 
also plObably one of the best apphed mlClOeconomlC 
texts one could use In a graduate 01 selllOl under
graduate forest economIcs course The assumptIOns of 
the varIOus models are velY clearly set out, and tle
mendous care IS taken to ensure that the correspond
mg econometnc or quantitative analYSIS IS consIstent 
WIth the underlymg model specIficatIOn Moreovel, the 
methodology employed m each of the chaptel s rea(hly 
generahzes to other apphcatlOns I had httle dIfficulty 
m usmg the study m a graduate course as a framework 
fOl assessmg eqUIvalent CanadIan tOPICS In each chap
ter, when revlewmg the particular pohcy objectIve and 
mechalllsm of mterventlOn, the authors hlghhght the 
sahent features of the problem, such as market failure 
or underlymg allocatlve and dIstributIOnal consldera-

Petey IS J. plofe::,t:lOI ofelOnonnct:!, DCpdltmenl 01 ELonoffilcs, Um 
versltv of Alberta, Edmonton Alberta Canada 

tlons, and prOVIde a genenc methodology appropl1ate 
for SImIlar classes of problems and aSSOCiated govern
ment mterventlOn 

The authors evaluate seven baSIC forest sector mter
,entlOns by Federal and State governments State for
est practice acts, techlllcal assIStance programs, pnce 
reportmg serVICes, mmlmum wage and occupatIOnal 
safety and health regulatIOns, the Jones Act, taxatIOn, 
and pubhc ownershIp of forest lands are assessed m 
terms of success m ach,evmg stated objectIves and the 
accompanymg d,stl1butlOn of costs and benefits 

The results of the analYSIS are striking, confn mmg 
what other authors have found regarding the net 
economIc benefits and dIstrIbutIOnal consequences of 
government mterventlOn m the forestry sector Space 
precludes a detailed revIew of their findmgs W,th the 
exceptIOn of the price stablhzatlOn objectIves of the 
TImber Mart-South, however, the welfare effects of 
government mterventlOn are negatIve For example, a 
case study of VIrginIa's forest practice act suggests 
that It has had no d,scern,ble effect on standmg tImber 
mventory Nonetheless, It entads adllliIUstratlve costs 
of $150,000 per year A case study of the Federal For
estry Incentive Program (FIP) and Techlllcal ASSIst
ance Program (TA), whIch mgelllously combines a 
general eqUIlibrium model Wlth survey data for North 
Carohna, finds that the net SOCIal costs per year of 
FIP and TA ale at least $947,800 and $303,000, 
respectIVely The authors' study of pubhc tImber man
agement and deVIatIOns from market Cl1terla for hal
vest scheduhng finds substantIal net SOCIal welfare 
losses and large-scale mcome red,stnbutlOn from con
sumers to producers, from returns to pubhc lands to 
owners of private timber stocks, and among pnvate 
timber producers m different regIOns The case stud,es 
generally mdICate that the dlstnbutlve Impact of these 
pohcy mterventlOns IS often contrary to stated obJec
tIVes and to what U S socIety would vIew as deSIr
able The main benef,CIarIes tend to be wealth Ie! 
landowners, more hIghly paid workers, and Canadian 
lumber producers while the burden falls on small pn
vate producers, lower wage employees, consume~s, 
and Fedel al and State taxpayers 

It IS always the prerogatIVe of a revIewer to second
guess the chOIce of case studIes m such a volume and 
to Ignore the tIme and space constraints facmg the 
authors My own preference would have been to see 
one addItIOnal tOPIC dIscussed An analYSIS of the net 
welfare Impacts and dIstrIbutIOnal consequences of 
trade barners to forest products would have hlgh
hghted the Important role of mternatlOnal trade m the 
domestIc forestry sector These barners can range 
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from export restrictIOns on logs to a tax by the Cana
dIan Government,on softwood'lumbel exports flOm 
certalll provlllces to the UnIted States As a conse
quence of the 1986 softwood lumber dIspute, for e:\am
pIe, government IllterventlOn WIll lIkely be plOmpted 
by ihstrIbutlOn consIderatIOns Concern ,over tropIcal 
deforestatIOn and proposals for boycotts of tropIcal 
tImber or the ImposItIOn of Import taxes make analysIs 
of the Illlks between th~ UnIted States and the mtel
natIOnal markets of contmUlng mterest The IlltJ o~luc
tory chapter mIght have provIded an overvIew of the 

salIent features of the forestly-sectOJ and a context for 
the case studIes to follow 

I hIghly lecommend thIs book to anyone wIth a strong 
background In economIcs dnd who IS Interested III a 
thorough and dIspaSSIOnate analysIs of the variety of 
channels through whIch government lllterventlOn 
affects the fOJ estry sector ThIs volume should become 
an essentIal feature of readlllg lIsts for SenIOr and 
graduate fOJ eot econonucs cotirses 
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