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To the Reader

“Federal Edtate: |sBigger Better?’ by Holly Lippke Fretwell is
the third in the PERC series, Public Lands. The focus of this report
isthe growth of federal lands and the deteriorating quality of
federal land management. Budgets for land management agencies
have increased while the environmental health of federa lands has
declined. The reason is political pressures and fiscal control ema
nating from Washington, D.C. Current federal land management
policies are economically wasteful and environmentally destructive.
If we areto protect vauable lands we must reform land manage-
ment policies and encourage private conservation. President
Clinton’s Land Legacy Initiative will add even morelandto a
deteriorating federal estate, exacerbating a problem that already
threatens the conservation of America s most valued lands.

Thefirst Public Lands report, “The Price We Pay,” examines
the fiscal accountability of our federal land management agencies.

Although the federal government manages awesalth of natural
resources, it consistently loses money on timber, grazing, and
recreation. The second report, “Forests: Do We Get What We Pay
For?’ shows that regardless of funding, our federal land agencies
are poor land stewards. Federal land management could beim-
proved by changing incentives and removing obstacles for land
managers.

Fretwell is a PERC research associate whose work has
focused on park and public land management. She holds a
bachelor’s degree in political science and a master’s degreein
resource economics from Montana State University. Fretwell has
worked with Northwest Economics Associates in Vancouver,
Washington, where she examined timber export regulation in the
Pacific Northwest, and has consulted for the Center for Interna-

tional Trade in Forest Products.
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ONE-THIRD OF THE LAND AREA OF THE
UNITED STATES (ALL 50 STATES) IS CONTROLLED

BY THE FEDERAL GOVERNMENT. E A




Introduction

and conservation is at the top of the environmental

agendafor the year 2000. A mounting tally of
surveys and public opinion polls confirm that Americans
support effortsto care for and protect our natural resources,
retaining their value for open space, wilderness, and recre-
ational uses. President Clinton has responded with his Land
Legacy Initiative, aproposal to spend $1 billion annually on
land conservation.

But seldom acknowledged is the fact that the federal
government has never stopped acquiring more and more
land for conservation purposes. Since 1960, the major
federal land agencies have added 33.6 million acresto their
holdings, an area nearly the size of Florida.® Today, these
agencies control more than 612 million acres or more than
one-fourth of the land area of the United States.?

But bigger is not better. Adding to the federal estate
does not automatically mean that land is conserved or that
valuable resources are protected. Acquisition and conserva-
tion are not synonymous terms. Even as budgets for our land
management agencies soar into the billions, poor federal
land stewardship is widely documented. Our national parks
have a $6 billion maintenance backlog (Satchell 1999, 3), 39
million acres of national forests are at risk to catastrophic
wildfire (GAO 1999, 29), and the mgjority of our federal
grazing lands are in less than fair condition (GAO 1988).
This report shows how alternative land management strate-
gieswould correct the problems posed by an ever-expanding
federal estate.
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Although the majority of Americans support land
conservation, few know what it entails. Conservation is the
protection and preservation of a natural area so that it may
be used for any number of purposes, such as recreation,
wildlife habitat, or even commodity production. Land
conservation requires management and funds dedicated for
the care of the land. Merely placing land into federal owner-
ship without addressing its management in no way ensures
its conservation.

The Congressional Budget Office has gone so far asto
suggest a freeze on federal land acquisitions. A 1999 report
asserts that “land management agencies should improve
their stewardship of the lands they already own before
taking on additional management responsibilities.” The
report goes on to say that “environmental objectives such as
habitat protection and access to recreation might be best met
by improving management in currently held areas rather
than providing minimal management over alarger domain”
(Congressional Budget Office 1999, 68).

If land conservation is the objective, the federal
government’ s current land management policies will not
provide us with the stewardship that we want. Throughout
our history, private individuals and groups have offered
sound resource conservation. Reforming our land manage-
ment agencies and changing our institutions to encourage
greater private stewardship could provide us with the
guality of land conservation that Americans demand and
deserve.
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Propelling Growth

ith little regard to the costs, many politicians and

much of the conservation community support
expanding federal acreage. “A major increase in federal
funding for land acquisition haslong been needed. . . . There
isatremendous backlog in land purchases,” says Sierra
Club Executive Director Carl Pope (San Diego Earth Times
1999). Ron Tipton, avice president with the National Parks
Conservation Association, would like to see more growth in
the National Park System and more money for manage-
ment.® Y et more money without other critical reforms will
not result in resource protection.

The president’s Land Legacy Initiative, asset forthin
the FY 2000 budget proposal, specifies $442 million for
federal land acquisition and $558 million in matching grants
to states and communities for the protection of local green
spaces. That comes to more than $1 billion for what the
administration calls “resource protection.” But none of these
funds are available for federal land management. The
president’ sinitiative smply adds more acreage to an aready
dysfunctional federal estate.

Similar bills have been introduced in the House and
Senate. Republican Congressman Don Y oung is sponsoring
the Conservation and Reinvestment Act (CARA, HR 701),
which is matched with the Senate version (S. 25) sponsored
by Senator Mary Landrieu. Other billsinclude the Resources
2000 Act sponsored by Senator Barbara Boxer (S. 446) and
Representative George Miller (H.R. 798). Each of these
proposals specifies funding from the Land and Water Con-
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servation Fund (LWCEF) for federal land acquisition.

The president’ s Land Legacy Initiative and analogous
bills are a contemporary version of an ongoing effort to
expand the federal estate. Lands under federal control have
grown continuously during the past forty years. Since 1960,
the four federal land agencies—the Bureau of Land Manage-
ment (BLM), U.S. Fish and Wildlife Service, U.S. Forest
Service, and National Park Service (NPS)—have added 33.6
million acres to their domain (see table 1), an area nearly the
size of Florida. This growth has averaged 840,000 acres
each year for the past forty years, which is the equivalent of
adding an area greater than the size of Rhode Island to the
federal estate every year.

Federal lands have increased more than six million
acresin the 1990s alone. The National Park Service added
3.4 million acres and 25 new units. Five national monu-
ments have gained national park status and expanded their
borders. The national refuge system under the Fish and
Wildlife Service has added 24 new units, incorporating 2.7
million new acres.

The major federal land management agencies have
continued to expand the land under their control until it now
totals an area six times the size of California or approxi-
mately one-fourth of the country.

But that isnot all the land under federal control. U.S.
military installations claim an additional 18 million acres
(Department of Defense 2000, 3). The Bureau of Reclama-
tion controls 8.5 million acres.* There are 11.7 million acres
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Table 1
Federal Land Acreage
(millions of acres)

Agency 1960 1998 Change 2:::;:

Bureau of Land Management 352.2 243.6 (108.6)* (31 %)
Fish & Wildlife Service 16.0 93.3 77.3 482 %
Forest Service 184.7 191.8 7.1 4 %
National Park Service 25.7 83.5 57.8 225 %
Total 578.6 612.2 33.6 6 %

* Ten million of these acres were submerged lands in Alaska that were removed from the BLM land
base estimates. The remaining acres were transferred to other federal agencies under the Alaska
National Interest Lands Conservation Act.

Sources: Data compiled from BLM (various years); Bureau of the Census (1975); Forest Service
(various years); NPS acreage provided by Cindy Ree, Office of Communications, NPS, by fax, June 29,
1999, and Earlene Malloy, Land Resources Division, NPS, by fax, August 1, 1996; acreage for Fish
and Wildlife Service provided by the Division of Realty, by fax, June 1, 1999; Alaska conveyance
statistics provided by Ed Bovey, BLM Public Affairs Officer, Anchorage, by fax July 22, 1999.

under the control of the U.S. Army Corps of Engineers management agencies, the total comes to more than 700
(2000). The Conservation Reserve Program, run by the million acres or one-third of the nation under federal con-
Department of Agriculture (USDA) controls another 33 trol. And even thisis not a complete accounting. ’

million acres, although ownership remains in private hands.® Although avariety of federal agencies and funding
Finally, the Wetlands Reserve Program, ajoint project of the mechanisms have been involved in the expansion of the
Fish and Wildlife Service and the USDA, manages 500,000 federal estate, since the 1960s federal land acquisition has

acres (Heimlich et al. 1998, 31, 42).® When the acreage from been propelled by the LWCEF. Established by Congressin
these agenciesis added to that already controlled by our land 1965, the LWCF was created to ensure al citizens of the
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United States access to quality outdoor recreation. Itslegis-
lated purpose is to provide federal assistance to the statesin
“planning, acquisition, and development of needed land and
water areas and facilities” and to provide funds for federal
land acquisition.®

Funds provided to the states can be used for land acqui-
sition aswell asawide variety of other undertakings related
to recreation such astrail maintenance, wildlife habitat
enhancement, and even facility construction. LWCF matching
funds for up to 50 percent of the cost of these projects are
made available to state agencies and municipalities.

Quite different rules apply to the use of LWCF funds
on federal lands. Funds are restricted to land and water
acquisition. No money is available for the improvement,
restoration, or management of any federal lands (Americans
for Our Heritage and Recreation 2000, 9).

Bankrolled mostly by lease payments from offshore oil
and gas drilling, the LWCF has aready been responsible for
significant expansion to the federal estate. A period of rapid
growth of federal lands followed the fund’ s creation. From
1965 to 1980, Congress appropriated approximately $6.5
billion in LWCF funds for federal land acquisition and
another $6.9 billion for state programs.®
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Of those funds allocated for federal spending, 64
percent were earmarked for acquisition of national park
land. The result was ajump in the National Park Service's
average annual growth rate from .2 percent to 10 percent
and the addition of six new units per year, doubling the
pace of previous decades. It was during this time that the
moniker “ park-of-the-month program” was bestowed on
the NPS.

Beginning in 1980, however, Congress put on the
brakes. Funds authorized for the LWCF must be appropri-
ated by Congress before they can be spent. Between 1965
and 1980, nearly 90 percent of the authorized funds were
appropriated. Since 1980, however, Congress has appropri-
ated 73 percent of the LWCF funds for purposes unrelated
to conservation such as paying down the national debt.*°
During the past twenty years, only $4.5 billion has been
available for federal acquisition and less than $1 billion for
state programs.

With the proposals now before Congress, it appears
that LWCF will once again be providing the bulk of the
funds needed for an accelerated land acquisition program.
Y et none of these proposals have attempted to address
growing management and maintenance problems.
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Ballooning Budgets

Annual costs for land management have far outpaced
the rate at which the federal estate is expanding. Over the
last four decades, federal land holdings increased 6 percent,

while operating budgets
have risen awhopping
262 percent above infla
tion, far exceeding both
the growth in acreage and
in visitation.*

Increasing the size of
the federal estate does not
come cheap. Between
1962 and 1998, federal
land acquisition cost more
than $10.5 billion. But
land conservation is more
than its acquisition. It
requires management,
which in the case of the
federal government can be
costly. Managing federal
lands during that same
1962 to 1998 period cost

$176 billion, about $6.6 billion in 1999 alone (Office Man-
agement and Budget 1999). Acre by acre, the growthin
costsis easier to grasp; management that cost taxpayers $3
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Spiraling Costs
$10in 1997 (seefigure 1).

Figure 1
Federal Land Management Costs Are Rising
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Sources: BLM (various years); Bureau of the Census (1975); Forest Service (various
years); OMB (1999); data for NPS provided by Cindy Ree, Office of Communica-
tions, NPS, by fax, June 29, 1999, and Earlene Malloy, Land Resources Division,
NPS, by fax, August 1, 1996; data for Fish and Wildlife Service provided by the
Division of Realty, by fax, June 1, 1999; Alaska conveyance statistics provided by
Ed Bovey, BLM Public Affairs Officer, Anchorage, by fax July 22, 1999.

per acre in 1962 more than tripled to an inflation adjusted

In the National Park Service, operating expenses have
risen an average 2.6 percent per year above inflation since
1980, yet the size of the system grew less than 1 percent

per year in acreage and
units. Therefore the
agency continuesto
receive more and more
money above inflation on
aper unit basis. Visits
have increased an aver-
age of only 2.3 percent
per year.'?

The estimated value
of the assets held by the
federal land agencies
exceeds $150 hillion
(O’'Toole 1997, 5). Yet
this enormous wealth of
resources is subject to
political mismanagement
that deters any reasonable
return on the assets.
Between 1994 and 1996

the BLM and Forest Service lost on average more than $2
billion each year. That is, they generated only $.50 for every
$1 spent and the National Park Service generated just $.08
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for every $1 spent.® The three agencies combined for atotal
loss of $3 billion, producing a balance sheet that in the
private sector would have sent shareholders fleeing. Unfor-
tunately, taxpayers do not have the same options.

While operating budgets for day to day upkeep and
services have grown faster than acreage, provisions for
infrastructure, and major maintenance have not followed a
similar pattern. In some instances, these capital budgets that
provide for long term facility maintenance have actually
shrunk. Between 1980 and 1995, spending on construction
and major maintenance in the National Park Service de-
clined at an annual rate of 1.5 percent when adjusted for
inflation (Leal and Fretwell 1997, 2). Asadirect result, the
National Park Service has a $5.6 billion deficit for construc-
tion and maintenance and a $2 billion deficit for resource
protection (Satchell 1999, 3). The Forest Service has a$5
billion maintenance backlog (Federal Parks & Recreation
1999, 1).

Throwing more money into the federal trough is not
getting us what we want. Eroding forest roads, deteriorating
water quality, disappearing wildlife habitat, and the loss of
priceless cultural artifacts are just the most obvious indica-
torsthat current policies are not providing quality manage-
ment.

Stewardship Second

Though billions of dollars are spent each year to man-
age our federal lands, the public is not getting the benefits of
multiple-use, fiscal responsibility, or good resource steward-
ship. Even our most valued national treasures are not well
cared for. In Y ellowstone National Park, sewage leaksinto
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nearby native trout streams. At Gettysburg National Military
Park, rain from aleaky roof soaks Civil War relics. At
Chaco Cultural National Historical Park, nine ancient
Anasazi stone structures are collapsing (Satchell 1999, 2).

Surprisingly, few of our national parks have detailed
and comprehensive information on the resources they are
supposed to be protecting. James Duffus, director of na-
tional resource management issuesin the U.S. Genera
Accounting Office, has testified that the National Park
Service lacks basic information on the condition of its
natural and cultural resources. Identification of the resources
isthe most elemental first step to achieving any scientific
understanding or devel oping procedures for protecting park
resources (Sellars 1997, 269). In the meantime, wildlife and
cultural resources suffer.

A number of ecologists have also questioned the ability
of the National Park Service to fulfill its mission of resource
protection. Biologist Charles Kay of Utah State University
has documented the destruction of Y ellowstone park re-
sources by an overpopulation of elk and bison. Theresult is
starvation of thousands of ek, an overgrazed range, the
destruction of plant communities, the elimination of critical
habitat, and a serious decline in biodiversity (Kay 1997).
Ecologist Karl Hess Jr. (1993, 33) reports similar ecological
threats from ungulate overpopulation in Rocky Mountain
National Park.

Our national forests, too, are scarred by damaged
ecological systems. At least 39 million acres of federal
forest land are at extreme risk to catastrophic wildfire (GAO
1999, 29). Nearly acentury of fire suppression has literally
changed the structure of many forest lands. Once open
savannas of ponderosa pine forests are today |oaded with
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debris. Our forests are 82 percent denser than they werein
1928, and these are not healthy forests by anyone’s defini-
tion (Fretwell 1999a).

The national refuge system also shows signs of neglect.
After twenty-nine years working in the system, Gene
Hocutt, retired refuge manager, says buildings are in poor
condition, dikes are not well maintained, and activities that
help maintain wildlife such as planting grass and nesting
cover for birdsis not adequate (Discovery News Brief,
December 31, 1999).

Political Management

Poor land stewardship isfirst and foremost the fault of
the politicians in Washington who are controlling the purse
strings for our public lands. It isunlikely that they would
make the same decisionsif it were their own private prop-
erty. Few senators would see fit to allow their roofsto leak
or sewage to run across the front yard. Entrusting the care of
our federal landsto politicians has resulted in damages that
are both widespread and well-documented.

The problem lies with the incentives. Because federal
land managers depend on Congress for their budgets, they
are removed from the costs and benefits of their actions.
Rather than applying their professional skillsto the re-
sourcesin their charge, managers spend their time respond-
ing to political pressure, conflicting policy goals, and court
decisions, while also trying to blaze atrail through the layers
of bureaucratic regulations.

The very process by which federal land managers must
wrangle their budgets from Congress encourages such
political maneuvering and excessive spending (Fretwell
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1998, 3-4). For example, Glacier National Park’ s popular
Going-to-the-Sun Highway is amarvel to engineers because
it has not yet succumbed to the force of gravity. Melting
snow iswashing away the foundation leaving voids and
two-inch cracks in the pavement (Wall Street Journal,
November 12, 1999). Though park managers requested
funds for road repair and visitor center restoration, they were
instead appropriated $6 million earmarked to rebuild a
backcountry chalet system used by fewer than 1 percent of
park visitors. A single chalet outhouse has already cost $1
million. The restoration of the chalets was a pet project of
Montana' s congressional delegation.'

Until recently, another perverse incentive for public
land managers has been the requirement that user fees from
federal lands be returned to the general treasury.™ Park
managers were forced to bear the cost of fee collection, but
received none of the benefits. This backward approach
generated a mere 7 percent of the National Park Service
operating budget in 1995.

Authorized by Congressin 1996, the Fee Demonstra-
tion Program is an attempt to get the incentivesright. It
allows participating managers to retain most revenues
raised.’® By 1998, with only 100 of 381 unitsin the program,
National Park Service receipts had doubled (USDA and
USDI 1999, 16). Now that user fees have become a signifi-
cant part of participating parks budgets, managers have a
clear incentive to improve park upkeep and visitor services.
A recent GAO report (1998) lists a host of park improve-
ments as aresult of the program.

Although the Fee Demonstration Program encourages
managers to raise revenues and spend them on the land and
resources, it failsto provide an incentive to control costs
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with the portion of the budget that is still congressionally
appropriated. When operations are funded mostly by Con-
gress, managers can ignore the economic realities of balanc-
ing costs and benefits. For example, in 1996 Y ellowstone
park managers closed the Norris campground and two
museums even though camping recei pts exceeded the cost
of operations.” Because revenues were returned to the
general treasury, the managers did not benefit from the
profitable operation, but they did bear the cost of running
the services. To cut their costs, closure made sense, but it
was alossto U.S. taxpayers and park visitors.

The closure was more than just a cost savings; it was
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also apoalitical ploy. Shutting down the popular campground
brought an ondaught of public complaints that predictably
attracted the attention of Congress. Thistactic has been called
the Washington Monument strategy because park officials
claiming lack of funds once threatened to reduce visitor hours
at the most popular site on the capitol Mall. Naturaly, the
monument’ s budget increased the next year asdid
Y ellowstone's, which received an additional $1.8 million.®
The management of our public landsis political. It is
not based on the needs of the resource or the wishes of the
public. It is costing us afortune, but doing little to protect
our national resources.
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Brokering Land Acquisitions

Pivate land trusts are actively working to increase
federal land holdings. In many cases, these trusts
act likered estate agentsfor the federal government. From
negotiating land sales, to holding options on land until federal
money is available, to outright purchase and transfer of lands,
these nonprofit groups are helping the federal government
acquire more land. When that land passesto the federal
government, so do the accompanying management costs and
responsibilities. Meanwhile, the land trust that put together
the deal remains unencumbered by future obligations.

America sthreelargest land trusts, the Nature Conser-
vancy, the Conservation Fund, and the Trust for Public
Land, transferred over one million acres of land to the
federal government during the thirty-year period between
1964 and 1994 (GAO 1996, 42). The Nature Conservancy
alone has transferred nearly one million acres of land to the
federal government sinceits start in 1951.%° This represents
less than 10 percent of the 11 million acres that the group
reports to have conserved in North America. Although
designated as conserved by the land trust, the protection of
these lands could be questioned considering the federal
government’ s track record for land stewardship.

Asagroup, U.S. land trusts have transferred about 20
percent of the land they report protected to a public
agency.? Currently, private-to-public land transfersare a
relatively small part of the growing federal estate, but
without question land trusts do promote increased federal
landownership.
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The availability of fundsfor federal land acquisition
encourages private groups with their own agendas to iden-
tify land that could be added to the federal estate. The more
money that is available, the greater the incentive for land
trusts to act as federal land agents. Brokering land deals for
the federal government is alow-cost way for private trusts
to achieve their conservation goals.

The cost of using land trusts as agentsis an area that
deserves further exploration. In some cases, federal land
agencies have paid land trusts too much. In 1992 and again
in 1999, the Inspector General reported that the
government’ sinterests were not adequately protected in
dealing with nonprofit organizations for land acquisition
(USDI 1992, 5; 1999, 3).

Though asserting no net profit when transferring land
to the federal government, land trusts do sometimes make a
profit in addition to a service fee, which is comparable to the
commission paid to areal estate agent. Between fiscal years
1995 and 1997, the government reviewed twenty-one trans-
actions between the National Park Service and nonprofit
organizations. For the land conveyed, the National Park
Service paid $3 million more than the nonprofits had paid
(USDI 1999, 17). But not all private-public transfers gener-
ate a cash return. Land trusts also donate |and to the federal
government or sell it below cost.

When land trusts do transfer land to the federal govern-
ment, they add that acreage to their tally of conserved lands
while avoiding all the expenses associated with managing
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the land. The government, already contending with millions
of acres of land in poor condition, assumes even more
liability. Thus, trusts that transfer lands to federal agencies
that have demonstrated poor stewardship in fact fail to fulfill
their mission of land conservation. Land trusts would come
closer to achieving their goalsif they were to forego their
role as buying agents for the federal government and be-
come responsible stewards.

Only 11 percent of lands reported protected by private
conservation efforts are owned in fee simple terms by the
trust. Trusts often prefer not to own lands because of associ-
ated management costs. The Rocky Mountain Elk Founda-
tion (2000), for example, rarely retains ownership, but
donates or resells acquired habitat to a state or federal
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agency that will be responsible for its management. In fact,
states and private trusts decline land donations when the
costs exceed the land conservation benefits.

The federal government, on the other hand, is obtain-
ing additional acreage with no additional funds for man-
agement and no determination of its conservation value.
The nonprofits promoting private-to-public transfers never
face thereal costs of their conservation efforts. The man-
agement responsibility is passed to the federal government
and the management costs are passed on to the taxpayers.
Meanwhile these new accumulations are destined for the
same mismanagement and poor stewardship that has been
well-documented on other federal lands.
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Better Tools

Federal Remedy

Itis clear that merely dipping into the federal treasury
does not ensure land conservation for the future. Under the
current system of command-and-control, politics plays a
major rolein federal land management. Some pragmatic
changesin our federal land agencies, however, could help us
get the incentives right.

Recreational Land

Lands historically used for recreation should pay their
own way and not rely on congressional appropriations.
Thereisno doubt that park managers can better care for the
land than federal overseersin Congress who fail to allocate
funds for necessary maintenance like sewer repair, thereby
threatening the basic park ecology. The Fee Demonstration
Program isastep in theright direction. Asland managers
generate revenues and decide how the money will be spent,
they are alowed to be more responsive to visitors, more
expedient with maintenance, and more protective of natural
resources (Fretwell 1999b). But we must ensure the long
term permanence of fees on all lands with recreational
amenities. Asit stands now, the Fee Demonstration Program
is set to expirein 2001.

Although these user fees have become a valued source
of revenues for some land managers, as long as federal
managers must kowtow to Congress for budgets, politics
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and special interests will continue to play amajor role in
management decisions. There are, however, some federal
lands that could easily become totally self-supporting.

The crown jewels of our national park system could
certainly pay their own way and cut their ties to Washing-
ton. At Y ellowstone National Park where $20 still coversa
seven-day visit for a carload of people, just a $7 per person
daily charge would cover the park’ s entire operating budget.
The same could be done at Y osemite for a $5 per person
daily entry fee and at the Grand Canyon for amere $4 per
person.?t As has been pointed out many times before, the
cost would be less than an evening at the moviesand isa
stupendous bargain compared to the likes of Disneyland.

Commodity Lands

Not all federal lands are equally deserving of preserva-
tion. In aworld of limited resources, it makes sense to sell
lands with lesser conservation values to ensure adequate
protection for those worthy of conservation.

Lands rich in commaodities but not endowed with critical
wildlife habitat could be sold off for the sake of protecting a
more sensitive or ecologically valuable area. Already, many
uses of these lands, particularly productive uses, are restricted
because environmental activists and industry representatives
have locked horns creating political gridlock.

For example, many timber sales have been blocked by
the regulatory process and others have not been put up for
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auction in order to avoid political repercussions. Asthe Forest
Service attempts to appease both environmentalists and the
timber industry, harvestsin the national forests have fallen by
75 percent since the 1980s. Such gridlock is economically
destructive and not necessarily ecologically beneficial. These
lands are not being managed for forest health, and national
resources are not being conserved. As harvest declines, many
national forests have become so dense that they are no longer
hospitable to wildlife and are at greater risk to catastrophic
fire and disease (Fretwell 1999a). Although our national
forests were created to provide timber and protect watersheds,
the current management supplies neither.

In cases where lands are rich in both commodities and
ecological assets, conservation easements could be attached
to the land titles to ensure protection of environmental
assets. The Montana Land Reliance, along with many
others, has shown how this model alows lands to be pro-
ductive in private hands, but also ecologically protected by
the people who live on the land and care for it—not by
politicians in Washington.

The sale or lease of rights of use can accomplish both
conservation and productivity goals, given the right incen-
tives. For example, the Montana Department of Natural
Resources and Conservation recently used a market-based
approach to determine the best use for state land. Unlike
federal lands, the department is required by law to secure at
least full market value for all uses of state lands. They must
be managed to produce revenues for the public schools and
other trust beneficiaries.?

In the spring of 1999, a grazing lease on the Snowcrest
property in southwest Montana came up for renewal. A
standard grazing lease on this land would have generated
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$267,600 over atwenty-year period. Instead, the department
solicited bids for avariety of land uses. The 12,000-acre
property was divided into five units allowing different uses
including grazing, outfitting, development of cabin sites,
and commercial timber harvest. Lessees could bid on any of
the uses or the right to restrict any of the uses. For example,
on one unit the right to harvest timber was retained by the
department but the lessee could have purchased this right
restricting any commercial harvest over the twenty-year
lease. The winning bids for the five units will generate $1.25
million more than the standard grazing lease would have
generated over atwenty-year period.? In the federal budget
that amount of money could be arounding error, but to
Montana land managers and their stakeholders, itisasig-
nificant sum.

Markets, unlike political planning, accurately reflect
how society values the land for different uses and allows for
adaptations to meet those desires.* Markets also ensure
efficient commodity production. That is, only those lands
economically viable for timber harvest will be cut. Lands
valued more for wildlife habitat or recreation will provide
for those uses. These uses are not necessarily mutually
exclusive.

Habitat Set-Asides

There are some lands under federal management that
arenot likely to ever pay their own way, but have ecological
or cultural value. The land might be critical wildlife habitat,
watershed for alarge municipality or the site of some his-
torical event. These should be placed under atrust or en-
dowment board as suggested by Anderson and Fretwell
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(1999). A portion of the revenues derived from user fees at
more popular sites or the sale of other lands could be used
as endowment funds to manage these valuable areas.

New Acquisitions

Current federal land management permits new land
acquisitions without regard to operating and maintenance
costs. Before adding more land to the estate, a detailed
accounting of annual operating and maintenance costs
should be prepared and, like private land conservators, the
federal government should require that funding for proper
management be part of the deal.

Land Exchanges

Current federal landownership is often fragmented as a
result of nineteenth century government policies designed to
encourage western expansion (Nelson 1995, 5-35). Consoli-
dation would reduce fragmentation and inholdings, while
also reducing management costs. The land exchange policy
that is now used to consolidate land is both inefficient and
archaic. It allows managersto trade atract of federal land
for private land of equal value. But it is difficult to deter-
mine the value of the land without setting a price and ap-
praisals have been questioned. The complexity of this
formal procedureis costly.

A more rational approach would be to permit the
outright sale of fragmented blocks and use the proceeds to
purchase existing inholdings. Such a process would elimi-
nate the tedious nature of land exchanges and provide for a
standard measure of value. A trust fund for land sale depos-
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its and withdrawals would allow managers to buy and sell
land when it is available (Fitzgerald 2000).

Private Solutions

Asan aternative to federal land conservation, private
conservation by individuals and groupsis aviable option
with along history in the United States. The growing de-
mand to protect land resources has created a new impetus
for private conservation through ownership and other legal
mechanisms. Whether the land is managed for profit or to
fulfill amission, these private conservators have the right
incentives. They face the opportunity costs of alternative
uses of the resources. The result is often better land manage-
ment than that provided by our federal land managers.

Fee Simple

Private landownership is the oldest and simplest form
of land conservation. It will continue to exist aslong as
property rights are well-defined and owners can profit from
their investment in conservation or achieve their conserva-
tion goals.

Consider Hawk Mountain purchased in 1935 to provide
safe migration for hawks in an erawhen hunting nearly
ensured their demise. Located in the Appal achian Mountains
of eastern Pennsylvania, hundreds of thousands of hawks
migrate past Hawk Mountain each autumn. Early in the
twentieth century, hawks were considered vermin because
they preyed on other birds. Their legal killing reached
hundreds, even thousands, on asingle fall day on the
mountain’s top. Rosalie Edge put an end to the carnage
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when she purchased the mountain top and created a sanctu-
ary. Hawk Mountain is now an internationally renowned
conservation, education, and research organization (Ander-
son and Leal 1997, 44-46).

Private purchasers who buy land in the marketplace
must also carefully examine potential management costs.
Limited finances force them to scrutinize land purchases for
the most valuable land and also consider alternative uses for
their fundsin order to achieve their conservation goals.

The Nature Conservancy only purchases land it con-
siderscritical for wildlife habitat or watershed protection.
Through a scientific inventory conducted on a national
scale, the conservancy has prioritized land by itsimportance
for preservation and study. Only land areas that shelter
critically threatened species are targeted for purchase.

An essential part of the conservancy’ s decision-making
process concerning land acquisitionsinvolves land manage-
ment costs. Guaranteeing that adequate funds are available
for resource protection is part and parcel of every deal. The
Nature Conservancy requires an endowment equal to 25
percent of the land’ s value before it is purchased or accepted
for donation. Likewise, the Audubon Society requiresall
lands added to its system bring with them funds sufficient to
cover management expenses (Smith 1997).

Land Trusts

Increasingly, private conservation is being achieved
through land trusts. These private, nonprofit organizations,
like the Nature Conservancy, work to protect land for a host
of reasons including natural and productive values, as well
as scenic, recreational and historic values. Numbering fewer
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than forty before 1950, land trusts grew to more than 1,200
by 1998. Today, through ownership, conservation ease-
ments, and various land agreements, land trusts manage
more than 18 million acres of land throughout the United
States (Land Trust Alliance 1998, xi, 197-99).

The high cost of land and its day to day management
have encouraged land trusts to experiment with new
approaches. Particularly noteworthy are several innova-
tions by the Nature Conservancy, the nation’ s largest land
trust. By developing economic activities that generate
revenues, but are also compatible with its mission to
protect plants and animalsin their natural communities,
the conservancy has reduced the cost of conservation.

On the Rocky Mountain Front in Montana, for ex-
ample, the Nature Conservancy’ s Pine Butte Guest Ranch
supportsitself aswell as other conservation lands. Abutting
the eastern flank of the Bob Marshall Wilderness, the front
iswhere the plains end and the mountains begin. Grizzly
bears, wolverines, and big horn sheep roam the land, while
bald and golden eagles, and prairie and peregrine falconsfind
sanctuary in the rock outcroppings. Since 1930, the ranch has
been open to paying customers.® For $1,250 aweek, guests at
Pine Butte study natural history, ride horseback, hike, swim,
and enjoy a spectacular setting. Adjacent conservancy landis
leased for livestock grazing and hay production. The ranch
generates sufficient revenuesto cover its own operations and to
help support other conservation lands on the front such asthe
conservancy’ s Pine Butte Swamp Preserve, which bordersthe
ranch. This 18,000-acre wetland and wildlife corridor protects
migration paths from the mountains to the plains.

The success of linking conservation with the land’s
economic productivity inspired the Nature Conservancy to
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test adifferent form of community-based conservation in the
forests of southwest Virginia. The Clinch Valley is 75 percent
forested and home to animals and aquatic life that depend on
theriver system’s clean water. The conservancy’sgoal to
protect the health of the forest and watershed by reconnecting
the costs and benefits of the land’ s resources led to the cre-
ation of the forest bank.

The mission of the Clinch Valley Forest Bank isto work
in partnership with private landownersto protect the ecologi-
cal health and natural diversity of working forests, while
ensuring their long-term economic productivity. Private
landowners make deposits in the bank in the form of the legal
rights to grow, manage, and harvest treeson theland in
perpetuity. The landowner retains ownership, but the bank
assumes al management costs as well asthe risk of financia
loss from forest depredation. The forest bank also paysthe
landowner an annual dividend based on the value of his
deposit, like the widely used certificate of deposit from
conventional banks. To fund these payments, the forest bank
will harvest and sell timber on a sustainable basis. The har-
vest will provide a steady stream of wood for local mills and
businesses. The landowners retain ownership and earn in-
come without risk, and the wildlife habitat and water quality
of the Clinch Valley are protected.

The forest bank has secured more than 500 acres under
preliminary deposit. A second pilot site is being designed
for southern Indiana.

Conservation Easements

Another tool being widely used to protect land isthe
conservation easement. Easements eliminate the up-front
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costs associated with land purchase and management.
Typically, a conservation easement grants devel opment
rights to a public entity or private charitable trust in return
for tax benefits. For an easement to qualify asa charitable
donation under U.S. tax law, it must include land of historic
significance, specia natural habitat attributes, scenic views,
or be suitable for public outdoor recreation or education.?®
And it must be contracted into perpetuity.

Because the easement restricts the land’ s use, it reduces
the value of the land, thus entitling the property owner to tax
benefits.? Therefore, taxpayers help pay for conservation
easements through a decline in government purchasing
power.

m Tax benefits. Thisfinancial incentive for
conservation easements poses the potential problem
that easements will be conveyed for their tax benefits
rather than their conservation value. Under current
U.S. tax law, a conservation easement entitles the
landowner to an income tax deduction equal to the
value of the easement. It also reduces the value of the
land for estate tax purposes.® For aland-rich, dollar-
poor family an easement could be the only method to
guarantee the bequest of the entire estate. Estate taxes
on aranch worth $2 million can easily exceed
$500,000 (Small 2000, 1). Thisimposition of estate
taxes often forces large parcels of land into smaller
parcelsto generate funds to pay the debt. The provi-
sion of a conservation easement can greatly reduce that
tax burden.

A more direct conservation incentive would beto
remove the burdensome inheritance tax. Eliminating
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the tax would ensure heirs the opportunity to retain
family property initsentirety, rather than forceits
division or sale to pay tax debt. It would also allow
landowners and heirs to choose the use of their land
rather than being forced into a conservation easement
that limits the use of their land.

m Perpetual easements. Though superior to
federal ownership, conservation easements remove
specific land uses from the market forever. Thisdis-
tortslocal real estate markets and fetters communities
as needs and values evolve over time.

The township of Old Mission Peninsulain north-
ern Michigan illustrates this potential downside to
conservation easements. In an effort to subdue devel op-
ment and retain open space, the township approved a
property tax in 1996 to fund the purchase of develop-
ment rights.

As the township reduced the amount of land
available on the peninsulafor development, the
remaining lots with development rights shot up in
value. While the costs of development rightsin-
creased one-third, the price for unrestricted land
doubled.?* Driving the prices up made construction
and development more profitable than selling the
development rights to the township. In fact, it gave
farmers an even greater incentive to sell their land to
developers (Davis 1999).

The permanence of easements eliminates the
flexibility of land use, regardless of conservation value
or community benefits. Trusts are prohibited from
selling an easement on one piece of land to obtain
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rights on other land with greater conservation values.
Instead, new funds must be raised to acquire and
manage these additional lands. Asthe criteria change
for what lands should be conserved, more and more
land will be set aside into restricted use.

Future generations for whom we are trying to
preserve thisland are being cut out of the decision-
making process to determineits best use. It islikely
that conservation goals a hundred years from now will
differ from those of today, but bound by easements
made in perpetuity, the land’ s use must remain as our
generation has defined it.*?

This approach, which presumes that our genera-
tion knows what is best for future generations, will
limit the future use of millions of acres of land, making
them accessible to only an exclusive group of owners
and managers. It also ignores advancesin science and
technology that may provide for better conservation.
Future improvementsin forestry or stream restoration
techniques may be prohibited by today’ s conservation
easements.® Reserving large tracts of land and limiting
their use in perpetuity resembles areturn to the centu-
ries old system of feudalism where ordinary people
have little chance to own land that is under the control
of an elite few or far-away government lords (Meiners
and Y andle 2000).

m Restructuring easements. Although conserva-
tion easements have proven to be an important tool for
land conservation, some changesin their structure
could make them more efficient over the long term. If
easement rights were tradeable, land conservators
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could obtain the lands with the greatest conservation basedon the conservation value of the land. More lands
values at the lowest cost. Land conservators could would be left unrestricted, thus not further inflating
decide whether to retain an easement or trade it land values.
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Conclusion

erely adding more land to the federal estate

does not guarantee conservation. President
Clinton wants to spend $1 billion annually to purchase
more land, yet no mention has been made of any funds for
management.

Conservation is not accomplished by casting the net
of federal ownership ever wider. If the goal isto protect
watersheds, improve forest health, enhance wildlife habi-
tat, increase recreational opportunities, and the list goes
on, our federal land agencies must be reformed. Conserva-
tion comes at a high cost and playing politics in Wash-
ington to bolster agency budgets is not the solution. Fed-
eral land management policies should be changed to
provide incentives for land conservation, not just funds for
acquisition.

It isclear that the high costs of conservation are pre-
cisely the reason that many private groups shy away from
fee simple landownership. In cases where taxpayers are not
footing the bill, opportunity costs are clear. To ensure the
land’ s long term protection, many conservation groups have
sought new approaches that support the land’ s productive
use. Private groups and individuals should be encouraged to
play alarger role in land conservation.

Changes that would improve land conservation without
adding more land to the federal estate include:
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m  Landsfor recreational use should pay their own way by
charging fees and using the revenues to cover costs.

m  Land userights on commodity producing lands should
be sold for the highest valued use. The winning bid
could be for commercial timber harvest, selective
harvest to enhance wildlife habitat, wilderness, recre-
ation or some combination of uses. In some cases, the
commodity lands themselves could be sold.

m  Income from the sale of land and land use rights should
be put into endowment funds to buy or manage lands with
higher conservation values, such asthose with critical
wildlife habitat, scenic value or historic significance.

m  Barriers should be lowered to encourage private con-
servation and good stewardship.

At present our federal land agencies are poor land
stewards. Their budgets reach into the billions, yet damage
to roads, sewers, buildings, forests and rangelands remain
and continue to worsen. Given the right incentives, we can
protect areas like Y ellowstone and Y osemite and preserve
the million-acre Bob Marshall Wildernessin Montana. But
forests such as Clinch Valley are better |eft in private hands.
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Notes

In Alaskathe Bureau of Land Management’s primary
focusisland conveyance. The Native Allotment Act of
1906, the Alaska Statehood Act of 1958, the Alaska
Native Claims Settlement Act of 1971, and the Alaska
National Interest Lands Conservation Act of 1980
require BLM to survey all of Alaskan acreage prior to
transfer. Therefore, al federal acreage figuresin this
report exclude land that is legislated for redistribution
from the BLM to the state of Alaska under the Alaska
Statehood Act of 1958 (P.L. 85-508) and to native
Alaskans as part of the Alaska Native Claims Settle-
ment Act of 1971 (43 U.S.C. 1601). Data compiled
from BLM (various years); Bureau of the Census
(1975); Forest Service (various years); NPS acreage
provided by Cindy Ree, Office of Communications,
NPS, by fax, June 29, 1999, and Earlene Malloy, Land
Resources Division, NPS, by fax, August 1, 1996;
acreage for Fish and Wildlife Service provided by the
Division of Realty, by fax, June 1, 1999; Alaska
conveyance statistics provided by Ed Bovey, BLM
Public Affairs Officer, Anchorage, by fax July 22,
1999.

Data compiled from BLM (1999); Forest Service
(1999); NPS acreage provided by Cindy Ree, Office of
Communications, NPS, by fax, June 29, 1999; acreage
for Fish and Wildlife Service provided by the Division
of Realty, by fax, June 1, 1999; Alaska conveyance
statistics provided by Ed Bovey, BLM Public Affairs
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Officer, Anchorage, by fax July 22, 1999.

Personal conversation, Ron Tipton, Vice President for
Park Resource Protection Programs, National Parks
and Conservation Association, September 13, 1999,
Washington, DC.

Telephone conversation with Stan Seigal, Bureau of
Reclamation, Realty Office, Washington, DC, March
1, 2000.

Created under the Food Security Act of 1985, Title XII,
the Conservation Reserve Program provides financial
payment to farmers and ranchers to enroll in contracts
of 10to 15 yearsto retire land from agricultural pro-
duction. As of January 1997, 32.96 million acres were
under contract.

Initiated under the 1990 Food, Agriculture, Conserva
tion, and Trade Act and revised in 1996, the Wetlands
Reserve Program purchases permanent easements,
thirty-year easements, and cost-share agreements to
restore wetlands mostly converted to cropland.

Federal lands not in thistally include the Agricultural
Research Service, Soil Conservation Service, lands
managed under the Department of Commerce, the
Department of Energy, the Department of Health,
Education, and Welfare, the Bureau of Indian Affairs,
the Department of Justice, the Department of State, the
Tennessee Valley Authority, the Department of Trans-
portation, the Treasury Department, and the United
States Postal Service.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

20

16 U.S.C. 4601-4, Land and Water Conservation Fund
1965.

Figures are in 1998 dollars adjusted for inflation.

Data provided by David Whiteman, Congressional
Research Service, by fax, March 3, 1997; Zinn (1998).
These figures include the Forest Service, the Fish and
Wildlife Service, the Bureau of Land Management, and
the National Park Service.

Data provided by Tom Wade, NPS Socio-Economic
Studies, Denver, CO, by fax, July 8, 1996, and June 25,
1998, Denver, CO.

Fretwell (1998, 1); NPS data provided by David
Harrington, NPS Budget Division, Operations Formu-
lation Branch, Washington, DC, by fax, February 22,
1998.

See also Leal and Fretwell (1997) and Fretwell
(1999D).

Specia use fees and 15 percent of fee collections
remain within the park in which they are collected, as
does a portion of revenues collected from units partici-
pating in the Fee Demonstration Program of 1996. For
amore complete discussion, see Leal and Fretwell
(1997) and Fretwell (1999Db).

The program allows each of the federal land agencies
to select up to 100 sites at which higher fees or new
fees can be charged. At least 80 percent of the fee
revenues must be maintained at the site of collection,
with the remainder spent at agency discretion.
Telephone conversation, Don Striker, Comptroller,

Y ellowstone National Park, April 20, 1997.
Telephone conversation, Don Striker, Comptroller,

Y ellowstone National Park, October 1, 1999.

* Political Economy Research Center

19.

20.

21.

22.

23.

24,
25.

26.

27.

28.

29.

Telephone conversation, Jon Schwedler, Member
Relations Assistant, Nature Conservancy, Arlington,
VA, September, 28, 1999.

Asdefined by the Land Trust Alliance, protected lands
include those transferred to public agencies aswell as
those with no management restrictions other than
limited development.

These estimates assume an inelastic demand curve,
which has been shown for the majority of parks partici-
pating in the Fee Demonstration Program. Often, fees
have doubled with little change in visitation numbers.
As stated in the Enabling Act of Montana, February 22,
1889.

Written communication from Mark Ahner, Area
Manager, Central Land Office, Montana Department of
Natural Resources and Conservation, Helena, March
22, 1999.

See also Anderson, Smith, and Simmons (1999).

The exception here is lands purchased for government
transfer.

The Nature Conservancy bought the ranch in 1978 and
has managed it since 1987.

Telephone communication, Kent Gilges, Forest Bank
Director, Center for Compatible Economic Develop-
ment, Nature Conservancy, Rochester, NY, January 24,
2000.

As provided by the IRS tax code. The ramifications of
tax benefits are further discussed in Bick and Haney
(1999).

An easement may also increase the value of land if the
protection of surrounding land is valued more than
development.
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30. Section 170(h) of the American Farm and Ranch
Protection Act of 1990.

31. Telephone conversation, Gordon Hayward, Township
Planner, Old Mission Peninsula, Michigan, February 9,
2000.

32. Infact, common law restricted the long term control of
real property. The Rule Against Perpetuities limits the
disposition of property for the length of existing lives,
from thetime atrust is created, plus 21 years. Statutory
changes now allow perpetual trusts that meet charitable
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33.

guidelines (see Meiners and Y andle 2000).

Under circumstances where the management of a
conservation easement has becomeillegal, impossible,
or impractical to perform, the Uniform Conservation
Easement Act (1982) notes that the doctrine of changed
conditions and cy pres may be used to reconstruct the
easement. But it notes that the application of these
doctrines to easements is problematic in many states
(National Conference of Commissioners on Uniform
State Laws 1981).
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