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A Study on the Equation of Stumpage Value for Cutting
—— Especially on the period of capital recovery ——

Tetsuzo Kurimura*

Summary

In Japanese government offices, the stumpage value for cutting has long
been estimated using the following equation.

A
T+l B

where X = stumpage value for cutting

X =

A = total receipts by proceeds of log

B= total payments for log production

1 = period of capital recovery, or payout period

r = monthly earning rate including simple interest rate for loan

As is commonly assumed, the period of capital recovery or payout period
is one of the main factors of the equation of stumpage value for cutting, but,
as has been pointed out occasionally in the past by the author, the greater
part of capital invested has not been recovered yet within that period on all
occasions.

Therefore it is quite conceivable from this that the meaning of the period
of capital recovery is extremely vague.

This report shows that the stumpage value for cutting can be calculated
easily but correctly using the following equation without such a vague factor
as the period of capital recovery, in the case that there is a planning of log
production based on receipts and payments of every month during the period
of an undertaking of log production.

S (o {1+ (n—) ) =2 (b, {14 (n—i)x}]
X= IFnr

where X == stumpage value for cutting

== monthly receipts by proceeds of log

a
b = monthly payments for log production made in months 1,2, )i
r = monthly earning rate including simple interest rate for loan

n

= period of an undertaking of log production
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