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Cascade Commentary

OREGON

Why Is the State Land Board selling
the Elliott State Forest without
competitive bidding?

By John A. Charles, Jr.

In August 2015 the Oregon Land Board (Governor Kate Brown, Secretary of State
Jeanne Atkins, and Treasurer Ted Wheeler) voted to sell roughly 82,450 acres of
“Common School Trust Lands” within the Elliott State Forest because the state was
losing money on those lands. Under Oregon law, School Trust Lands are supposed
to make money for schools.

Given the ongoing losses, the Board reached the correct decision. Unfortunately,
the sale protocol adopted by the Board is bizarre. The Board will establish a price
for the land based on appraisals, and that will be the only price accepted. If you
dare to offer $1 more, your offer will be declared “non-responsive.”

How can this make sense when Trust Lands serve an as an endowment for public
schools? Trustees of any endowment have a fiduciary obligation to make decisions
in the best interest of beneficiaries. The 82,450 acres of timberland being sold in the
Elliott may be worth anywhere from $300 million to more than $400 million, but
no one knows the exact value. Setting a non-negotiable price through appraisals
means that potentially vast amounts of money could be left on the table.

Anyone who has been to a charity fundraising auction knows that the estimated
value of something frequently turns out to be wrong—by a lot. That’s why we have
competitive bidding.

The same is true in business transactions. Just last month, for example, Alaska
Airlines bought Virgin Airlines for $2.6 billion, or $57/share—a price that was 80%
higher than what the shares had been trading for prior to the sale.

Instead of bidding on price, the Land Board plans to pick a winning offer based on
which prospective purchaser has the best package of “public benefits.” The
minimum level of benefits has been defined by the Board as the following: (1) at
least 50 percent of the purchased timberland must remain open for public
recreational use; (2) no-cut buffers of 120 feet on each side of fish-bearing streams
must be left permanently untouched; (3) at least 25% of the older stands of trees
must be left intact; and (4) at least 40 full-time jobs annually must be provided over
the first 10 years of new ownership.




These benefits may have merit, but using them as the way to choose the best offer
will turn the sale protocol into a beauty contest. There is no objective way to
compare an offer including 130-foot buffers with another offer that has only 120-
foot buffers but proposes to employ 50 people each year rather than 40.

This protocol is going to create a nightmarish decision process for the three Land
Board members, while violating their fiduciary obligations to schools.

There is an easy solution to this problem: Simply make the four public benefits a
minimum requirement, and then pick the highest-price offer meeting those
requirements. Maybe we’ll find out that the Elliott is worth a lot more than it’s been
appraised for.

Anyone who works at a public school, serves on a school board, or has a child
enrolled at a public school should be outraged at this giveaway.

John A. Charles, Jr. is President and CEO of Cascade Policy Institute, Oregon’s free
market public policy research organization. This article originally appeared in the
Salem Statesman Journal on April 30, 2016.

Cascade Policy Institute is a tax-exempt educational organization as defined under IRS code 501 (c)(3). Nothing
appearing in this Cascade Commentary is to be construed as necessarily representing the views of Cascade or its
donors. The views expressed herein are the author’s own.

“There is no
objective way to
compare an offer
including 130-foot
buffers with
another offer that
has only 120-foot
buffers but
proposes to employ
50 people each
year rather than
40. This protocol
IS going to create a
nightmarish
decision
process....”

Attention editors
and producers:

Cascade Commentaries are
provided for reprint in
newspapers and other
publications, with credit
given to author(s) and
Cascade. Contact Cascade
to arrange print or broadcast
interviews on this
commentary topic.

Please contact:

Cascade Policy Institute
4850 SW Scholls Ferry Rd.
Suite 103

Portland, Oregon 97225

Phone: (503) 242-0900
Fax: (503) 242-3822

www.cascadepolicy.org
info@cascadepolicy.org



http://www.statesmanjournal.com/story/opinion/readers/2016/04/30/state-selling-forest-without-competitive-bids/83759424/
http://www.statesmanjournal.com/story/opinion/readers/2016/04/30/state-selling-forest-without-competitive-bids/83759424/
http://www.cascadepolicy.org/

