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Relationship between timber harvest and 
economic outcomes

➢U.S . Forest Service is interested in this relationship (Direct Response 

Coefficient)

➢USFS tasked with providing economic impact reports 

➢Do high-timber harvest volume counties exhibit decreased economic 

performance?
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Why is it important?

➢Timber harvest volume variable is unique

➢Economic performance variables are welfare indicators

➢Policy can address any welfare gaps
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Background/Theory

➢Resource Curse Hypothesis (Sachs and Warner, 1995)

➢Different mechanisms in which the resource curse occurs

➢Transition channels (Papyrakis and Gerlagh, 2004)

➢Assumption that education and investment are most important in U.S. 
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Data
Table 1: Descriptive Statistics 

Variable Mean Std. Dev Min Max 

Timber Harvest Volume (MBF-
Scribner) 

48,542 89,307 0 731,301 

Total Real Per Employee Wage (In 
thousands of $'s) 

49 15 27 197 

Employment (In thousands) 90 350 0 4,510 

Education Rate 0.25 0.09 0.08 0.61 

Population over 65 (In thousands) 30 103 0 1,416 

Manufacturing Employment ratio 0.07 0.05 0.00 0.31 

Accommodations Employment ratio 0.10 0.05 0.00 0.50 

Population (In thousands) 216 806 0 10,124 

All statistics are calculated from all counties in sample 
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Methods

Models Pros Cons

Least Squares Dummy 
Variable (LSDV)

State Fixed effects
State Dummy variables

No control for unobservable 
heterogeneous variables 
(county)

Fixed-Effects (FE) Controls for unobservable 
heterogeneous variables, 
within county fixed-effects

Less variance

Random-Effects (RE) Allows for between and within 
county variation (also a con)

Assumes no correlation 
between independent and 
unobs. heterogeneities
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Methods

➢Fixed-Effects Model

➢Driscoll-Kraay Standard Errors

𝐸𝑃𝑖,𝑡 =  𝛽1𝑇𝐻𝑖,𝑡 +  𝛽𝑗𝑋𝑖,𝑡,𝑗 +  𝜆𝑡 + 𝑢𝑖,𝑡  
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Per Employee Wage Results
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Employment Results
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Rural Employment Results
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Discussion

➢ Little evidence of the resource curse

➢ Investment not available at the county level

➢ County level unit of observation is small

➢ No ownership variable (i.e. public vs. private)

➢ Would we really see the resource curse evident from timber?
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Directions and Extensions

➢Conduct using larger units of observation

➢Compare regions where harvesting practices are different

➢Exclude California
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Thank you!

Luke.Koch@mso.umt.edu

https://www.bber.umt.edu/FIR/default.asp

mailto:Luke.Koch@mso.umt.edu
https://www.bber.umt.edu/FIR/default.asp
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