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Abstract-Rural development policies frequently target the enhancement of regional
value-added activities. The effectiveness of such policies is typically analyzed in
aggregate terms. Aggregate measures include total number of jobs created or total
value-added impact. Regional economic development, however, is more complex and
includes components such as income distribution, wage/skill levels of jobs created, and
impacts on factor ownership. Evidence from other studies suggests that the Southem
United States will experience significant increases in timber production intensity during
the next 50 years. The connection between raw material production and processing has
important effects on the creation and distribution of value added. In this paper, the impact
of sustainable timber production on income distribution in a highly timber-dependent
region was analyzed, using a social accounting matrix with mixed exogenous/endogenous
accounts that specify the forward linkages of raw material production to primary and
secondary wood processing.

I. INTRODUCTION

The impacts of natural resources on the economic growth and development
of rural regions is related to returns to factor inputs used in regional production.
Returns to factor inputs, expressed as value added, include returns to land, labor,
and capital resources. The tracking of these returns from production sectors
through factor ownership to regional institutions (including households) is an im-
portant component of economic development analysis. Furthermore, the impact of
increased production from natural resources on labor and capital allows policies
to be formulated which reflect and react to the workings of market-oriented
regional economies.

During the 1980s rural communities across the United States came under
severe economic stress (Deavers 1991; Task Force on Persistent Rural Poverty
1993) and underwent increased divergence from urban incomes (Rowley et al.
1991). Furthermore, communities in forested regions faced the challenge of
choosing between economic development strategies with associated incompatible
land uses. The traditional means of economic growth was through natural
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