
##8,MGHF,VRIJEDNOST ŠUMA,J:EN 
#NNForest Valuation 

#NPWith Special Emphasis on 
Basic Economic Principles 

BY 

# A 1 H E R M A N H . CHAPMAN# , M . F . , S c . D . 
Professor Emeritus, Tale University 

AND 

# A 2 W A L T E R H . M E Y E R # , M . F . , P H . D . 
Harriman Professor of Forest Management 

Tale School of Forestry 

#ZZFirst Edition 

THIRD IMPRESSION 

#MMNew Tork and London 

# P P M C G R A W - H I L L BOOK COMPANY, INC. 

# G G 1 9 4 7 

#KK520 



This text is the successor to "Forest Valuation," 1925, and "Forest 
Finance," 1935. The authors hope that the treatment afforded the 
subject marks the final departure from the original European sources of 
forest evaluation and statics as set forth in Schlich's "Manual of For-
estry." In its problems and economic bearings, forest valuation differs 
in no essential respect from other fields. Notably in the evaluation of 
mining property; the practices and valuation formulas, based on texts 
issued 30 years later than Schlich, are identical in mathematical prin-
ciples with those employed so much earlier in forestry. Even the invest-
ment firms have within the last 2 or 3 years belatedly adopted methods of 
evaluating stocks based on probable future net earnings. 

The key to sound appraisals of value is discount. Value is in final 
analysis dependent entirely on the future utility of the property as 
appraised in terms of net future Income. The chief source of confusion 
in the past has lain in the lack of understanding of the limitations in the 
use of compound interest. 

The basis of all economic discussions contained in this text is that of a 
competitive economy founded on private initiative and free markets, 
though the importance and economic role of public ownership and oper-
ation is given proper consideration and bulks large in forestry in all coun-
tries regardless of their forms of government. 

The junior author prepared Chap. X V I I on Determination and Appli-
cation of Conversion Returns and has reviewed and criticized the entire 
text. The senior author is responsible for the remaining text. Impor-
tant criticisms were received from Prof. Allan W. Goodspeed on Chap. 
VIII , Prof. J. H. Allison on Chap. X I I , H. B. Shepard on Chap. X I V , 
Julian E. Rothery on Chap. X V I I I , and David Bruce who critically 
reviewed the entire manuscript. 

For the introduction of six chapters (Chaps. I to VI) on general 
economics the author presents no apologies. In his experience of 40 
years of teaching this subject, the greatest difficulties always lay in the 
failure of the students to grasp certain fundamental economic laws. 
B y emphasizing these principles in their direct relation to forest eco-
nomics and valuation it is hoped that this subject has been vitalized 
and its importance made clear, both to professional foresters and to 
owners and operators of forest property, 

HERMAN H . CHAPMAN 

N E W H A V E N , C O N N . 

August, 1947 
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C H A P T E R I 

SOME BASIC PRINCIPLES OF ECONOMICS WHICH CONTROL FORESTRY ENTERPRISES 

1. Def in i t ion a n d Scope of Economics .—2. H u m a n Needs a n d D e m a n d . — 
3. P roduc t i on , or Supp ly .—4. Cap i t a l .—5. T h e F u n c t i o n s of M o n e y . - H 
6. T h e M e c h a n i s m of P r i c e — D e m a n d . — T h e M a r k e t . — 7 . T h e Mechan i sm 
of P r i ce—Supp ly .—8. T h e I n t e r a c t i o n of Price, D e m a n d , a n d Supply.—1 

9. D i s t r ibu t ion . 

C H A P T E R N 

PRIVATE ENTERPRISE. T H E BUSINESS U N I T . C A P I T A L . . . . . . . . . . . 

10. C h a r a c t e r of t h e Bus iness Un i t .—11 . T h e Twofo ld Origin of Business 
C a p i t a l — R i s k v s . " S e c u r i t y , " — 1 2 . T h e R a t e of In te res t .—13. De fe r r ed 
In te res t .—14 . " P r o f i t " v s . " I n t e r e s t . " — 1 5 . T a x e s a s a Cost .—16. Con-
t r a c t u a l I n t e r e s t a s a Cos t—Cred i t .—17 . T h e M a r g i n f o r Business Prof i t s .— 
18. Ou t l ay a n d Income .—19 . F ixed v s . Work ing Capi ta l .—20. D y n a m i c 
Transac t ions , or W o r k , Invo lv ing Phys ica l Changes .—21. S t a t i c T r a n s -
act ions , or Exchanges , Invo lv ing N o Phys ica l Changes .—22. P u b l i c 
En te rp r i s e . 

C H A P T E R I I I 

T H E SOURCES AND ORIGIN OF ECONOMIC V A L U E S . . . . . . . . . . . . . . 

23. Social Bas is of Value v s . I n d i v i d u a l Appraisa ls .—24. B u y e r s ' Appra isa l , 
Based o n P r e s e n t W o r t h of P rope r ty .—25 . Sellers ' Appra isa l w h e n Based 
Solely on Cos t .—26. Monopol ies .—27. Monopo ly S t reng th .—28. M o n o p o l y 
S t r e n g t h i n L a n d Exchanges .—29. T h e Cha in of Economic P r o d u c t i o n . — 
30. M a r k e t s a n d M a r k e t Levels .—31. T h e E f f e c t of M a r k e t Pr ices fo r R a w 
Mate r i a l s a n d I n t e r m e d i a t e Goods .—32. T h e F ina l Marg in fo r Land—> 
R e n t . — 3 3 . T h e F ina l Marg in fo r S t and ing T i m b e r . 

C H A P T E R I V 

M A R K E T V A L U E S OF F O R E S T PROPERTY . . . . . . . . . . . . . . . . . . 

34. P u r c h a s e Areas .—35. T h e Basis of M a r k e t Values.—36. Appra isa l of 
Fa i r M a r k e t Values .—37. T h e M a r k e t Value of L a n d , Exclusive of T i m b e r . 
—38. T h e M a r k e t Va lue of I m p r o v e m e n t s . — 3 9 . Agricul tural , Mineral , a n d 
F o r a g e Values .—40. Recreat ional , Wate r shed , a n d Other " I n t a n g i b l e " 
V a l u e s — " N u i s a n c e " Values .—41. T h e M a r k e t Value of I m m a t u r e T i m -
ber .—42. M a r k e t Values fo r M e r c h a n t a b l e T i m b e r . — " S t u m p a g e . " — 4 3 . 
F a c t o r s Inf luenc ing " M a r k e t " Pr ices of S tumpage—Prev ious Sales.—44. 
" F r e e " Marke t s .—45 . Res idua l Va lues—Stumpage Value.—46. T h e Inf lu-
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