7.4

This is a present value of a series payment problem.

The implied value of the wildlife benefits per acre per year are at least the timber yield reduction less the increase in forage sales of $10.00 - $1.50 = $8.50.  So, the wildlife value must be at least $8.50 per acre per year or $21,250 for the analysis area per year.

The present value equation is

V0 = a [((1 + i)n - 1) / (i (1 + i)n)]

or

V0 = $21,250 [((1 + 0.07)50 - 1) / (0.07(1 + 0.07)50)]

V0 = $21,250 [(29.457 - 1) / (0.07 (29.457))]

V0 = $21,250 [13.80]

V0 = $293,250

This is the present value of wildlife benefits needed to compensate for timber income losses.  

This answer is the opportunity cost of wildlife enhancement in terms of timber revenues forgone.  It most decidedly does not tell us anything about the value of the increased wildlife.

