
TIMBER PRICING IN BRITISH 
COLUMBIA

David Grypma
BC Ministry of FLNRORD

Timber Pricing Branch



Forested land base
56 million hectares 

Land available for timber harvesting
22 million hectares 

Annual area harvested
About 200,000 hectares 

Total area of BC
95 million hectares

Area available for timber harvesting 
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• How can Government collect economic rent on 
standing timber that accurately reflects real 
business decisions and markets?

• In theory, rent can be determined starting with price of 
an end product (e.g. lumber, logs, standing timber) and 
backing out appropriate costs.  These costs include 
enough  
• Example 1:  Lumber price – processing costs – harvesting costs 

– forest management costs = rent (“stumpage”)
• Example 2:  Log price – harvesting costs – forest management 

costs = rent 
• Example 3:  Standing timber price – forest management 

costs = rent 



Stumpage = EWB – TOA

EWB: estimated winning bid, using a formula derived 
from auctions of standing timber
TOA:   tenure obligation adjustments, recognition of 
costs and obligations borne by tenured licensees that 
bidders do not face, i.e. not “built in to the bids” 



Architecture of MPS
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Auction

Auction Prices

Stumpage

Auctioned 
Volume

Remaining 
Harvest

The remaining harvest comes 
from different types of tenure.  

Long-term tenure holders 
have additional forest 

management responsibilities, 
so tenure obligation 

adjustments are made to 
create the final stumpage 

rate.

Timber sales licenses are 
auctioned according to strict 

rules.  For these licences, 
auction prices (auction 

reserve price plus the 
competitive bid) are used 

directly as the stumpage rate. 

Standing Timber

 Timber representative 
of the overall provincial 
harvest is developed for 

sale.

 Volume is competitively 
auctioned

 Auction prices are used to set  
stumpage (what government is paid 

for Crown trees)

 Statistical techniques and timber 
characteristics are used to translate 
auction prices into stumpage rates 

for the remaining harvest





BCTS

• BC Timber Sales
– Auctions 20% of timber to provide market evidence in 

support of pricing the remaining 80%
– Auctions TSLs (cutting permits)
– Business decisions regarding which tracts to auction
– Forest management



BCTS Requirements for Accurate 
Stumpage Rates

• Sufficient volume transacted under adequate competition
– Auction advertised
– Preliminary appraisal
– Upset price
– First price sealed bid

• Translate winning bids into stumpage rates
– Representative auction sample (Athey: 20%)
– Alignment of terms and conditions of harvest rights in long-

term tenures and auction sales (TOAs)





Econometrics

• Dataset consisting of winning bid and characteristics of 
each TSL (cutting permits) 
– Used to be latest 5 years, now includes previous 10 years

• Well-designed system = simple econometrics
• OLS













Tenure Obligation Adjustments (TOAs)

• TOAs recognize management activities that tenure holders have 
and BCTS bidders do not

• In other words, they recognize costs that are not “built into the bids”
• Coast and Interior have their own TOAs, though the underlying logic 

is the same
• Major categories of TOAs are:

- planning and layout
- major road building
- road management
- silviculture
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MPS Update Procedures
• Stumpage rates are updated quarterly using the MPS 

equation and current product prices
• MPS equations are updated regularly with the latest 5 years 

of auction data
o Coast

• Updates have been “periodic” and moving towards annual
• Updated June 1, 2007, January 15, 2009, July 1, 2012,  January 

1, 2014 and March 1, 2016
o Interior

• Regular annual updates since July 1, 2006
• The latest IMPS update was delayed 3 months due uncertainty 

around the status of the government in the months following the 
election
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Resources
• Appraisal Manuals

– Coast: https://www2.gov.bc.ca/gov/content/industry/forestry/competitive-
forest-industry/timber-pricing/coast-timber-pricing/coast-appraisal-
manual

– Interior: 
https://www2.gov.bc.ca/gov/content/industry/forestry/competitive-forest-
industry/timber-pricing/interior-timber-pricing/interior-appraisal-manual

• Timber Pricing Branch Economists:
– David.grypma@gov.bc.ca
– Steve.fletcher@gov.bc.ca

https://www2.gov.bc.ca/gov/content/industry/forestry/competitive-forest-industry/timber-pricing/coast-timber-pricing/coast-appraisal-manual
https://www2.gov.bc.ca/gov/content/industry/forestry/competitive-forest-industry/timber-pricing/interior-timber-pricing/interior-appraisal-manual
mailto:David.grypma@gov.bc.ca
mailto:Steve.fletcher@gov.bc.ca
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