 

Grazing Permit Buyout:

Savings to Taxpayers
To encourage participation in the voluntary permit retirement program, the National Public Lands Grazing Campaign is proposing compensating grazing permittees and leasees at $175 per animal unit month (AUM), based on the average grazing use over the past ten years as stipulated by the permit or lease and paid for by the permittee or leasee or their predecessor(s).
Although this rate is more than the fair market value of an animal unit month,
 it still delivers tremendous savings to the federal treasury (taxpayers)—as well as incalculable ecological benefits.

Federal grazing costs are spread across many federal agencies and programs. Not surprisingly, the total loss to taxpayers is calculated differently by different economists from different viewpoints. However, depending on the figure derived for the cost of public lands grazing per AUM (estimated at approximately $25,
 but it does need to be definitively determined), and assuming the present costs remains constant and a perpetual obligation to the taxpayers (history supports such an assumption), an analysis of total present value (the current cost of the future obligation to taxpayers) still supports paying permittees much more than market value to retire their permits. The total present value is determined by discounting future costs back to the present.

Taxpayer Savings of Federal Grazing Permit Buyout

	Annual Taxpayer Cost

(per AUM  per year)
	5.3% Nominal Interest Rate

	3.2% Real Interest Rate


	
	Total Present Cost
	Savings per AUM after Buyout
	Benefit- Cost

Ratio
	Total Present Cost
	Savings per AUM after Buyout
	Benefit- Cost Ratio

	$20.00
	$376
	$201
	1.15
	$623
	$448
	2.56

	$25.00
	$470
	$295
	1.69
	$759
	$584
	3.34

	$30.00
	$564
	$389
	2.22
	$911
	$736
	4.21

	$35.00
	$658
	$483
	2.76
	$1063
	$888
	5.07


Interest rates are Office of Management and Budget recommendations for discount analysis based on 30-year treasury notes and bonds. Nominal interest does not factor in inflation, real interest does.

Savings per AUM after buyout is the amount saved by the taxpayer after relieving themselves of the continuing cost obligation by paying $175 per AUM.

The benefit-cost ratio is factored by dividing the net benefit to the taxpayers by the cost of the payout to the grazing permittee.

The simple payback to the taxpayers for buying a grazing permit at $175 per AUM is seven years.

� Approximately $75 per animal unit westwide. Kerr, A. 1998. The voluntary retirement option for federal public lands grazing permittees. Rangelands 20(5): 26-29 (simultaneously published in Wild Earth 8(3): 63-67).


� Direct and indirect subsidies to public lands grazers are estimated to total as much as $500 million per year. Hess, K. and J. H. Wald. 1995. Grazing reform: here’s the answer. High Country News 27(18). The total animal units authorized by the Bureau of Land Management, National Park Service, U.S. Fish and Wildlife Service, and the USDA-Forest Service on forests and grasslands in eleven western states is 19,782,832. (Bureau of Land Management. 2001.  Public Land Statistics 2000. Vol. 185. Available from www.blm.gov/natacq/Pls00/; Joyce, L. A. 1989. An analysis of the range forage situation in the United States: 1989-2040. Gen. Tech. Rep. RM-180. USDA-Forest Service, Rocky Mountain Forest and Range Exp. Stn. Fort Collins, CO; U.S. Fish and Wildlife Service. 2001.  National wildlife refuges – grazing and haying. Available at www.refuges.fws.gov/habitat/grazinghaying.html. (data from 1994; accessed May 2001); USDA-Forest Service. 1998.  Grazing statistical summary FY 1997. USDA-Forest Service, Range Management. Washington, DC.
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