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Abstract 
Annual percentage rates of chmge for Nofihestem regional sawtimber and pulpwood stum-page prices were estimakd for the pe- 

riod 196 l to 2002. In addition, we exafllined if there have been any chmges in the annual percenbge rate of change during the same 
period. The results showed that the real (nominal) annwl percentage rates of change for hardwood sahmber and sofiwood pulp- 
wood stumpage prices were 4.6 percent (8.5%) and 0.7 percent (4.6%), respectively. Annual real hardwood pulpwood stumpage 
prices increaed at 0.6 percent while annual nominal hardwood pulpwod shrmpage prices increased at a faster rate during 196 I to 
198 1 than duriilg 1982 to 2002; namely, 7.3 vs, 1.6 percent, respectively. Annual nominal sohood  sawirnber stumpage prices in- 
creased at 5.2 percent while annual real softwood sawtimber stumpage prices increased at a slower rate during 196 1 to 198 1 than dur- 
ing 1982 to 2002; namely, 0.6 vs. 2.2 percent, respectively. This research indicaks that an avellage landowner holding an average mix 
ofhardwood savvt ihr  could reasonably achieve a4.6 percent annual increase in the revenue from a future sale of that sawlimber due 
to real price appreciation alone. The same landowner may achieve @eater or lesser gains depending on species composition, smc- 
ture, age, and density of the stand combined with prudent forest managemerlt choices. While the annual percenbge rates of change 
described here may not reflect the slumpage markets of a specific sub-state region or individual property, they may provide a foresw 
consultant with additional infomation to help compare potential returns from forest management to other uses of a landowner's capi- 
tal such as mutual h&, stocks, and bonds. 

T h e  dnnand for stumpage is cie- 
rived fiom the demand for final products 
manubebred from wood, Stumpage 
price is often thought of as a residual; for 
example, the value lei3 after all costs, in- 
cluding an ailowance for profit, is de- 
ducted From the value of lumber at the 
mill, back to the stump. Stumpage price 
is impo~ant to the hrestland owner 
because it is an impo~ant component 
in detemining profit fiom growing tim- 
ber. Likewise, it is important to the mill 

Much has been ~ t t e n  concerning the 
impact of stmpage prices on forest man- 
agement je.g., Dennis 1989, Haight and 
Hotmes 1991, Wagner et al, 1995, 
Linhhl and Plantinga 1997a, Plantinga 
1998, Brazee et al. 1999, Linden and 
tfusiwori 2000, Prestemon and Efolmes 
2000). In addition, &ends in shunpage 
pPicm h m  k e n  analyzed to erdmine 
historical price movements and to help 
fom expclations about future prices 
(e.g., Sendak and McEvoy 1989, Holmes 

et al. 1990, Washbum and Binkley 
1990, Howard and Chase 1995, Yin and 
Newmm 1996, Lindahl and Plmtinga 
l997b, KiMredge and Haslam 2000, 
Irland et al. 2001, Linehan et al. 2003, 
Prestemon 2U03). The value of and in- 
fornation conained in sampage prices 
have been studied (e.g., Washbum and 
Binkley 1990, Vin and Newmm 1996) 
md stumpage prices are require8 inpd 
into merscconstmic models of timtser 
markets (Haynes and Skog 2082). Pub- 

owner because s ~ p a g e  price is a sig- 
nifica~t part of the cost of delivered logs The authors are, respectively, Associate Professor, SUNY-College of Environmental Sci- 
and influences profit for the mill as the ence and Foresby. I Forestry Dr.. Syracuse, NY 13210: and Principal Forest Economist, 
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Iications by Timberland Investment 
Management Organizalions, such as 
Timberland Rep& (Jmes Sewat1 Go. 
v;briow yeam), Wipfleock TimhrIand 1n- 
vestor (2062), and Wachovia (2W2), in- 
dicate the i m p ~ c c  these 
place on stumpage prices in determining 
the mams of their timberland invest- 
men&.' Finally, white smpage price 
information is widely available, there is 
some evidence that nonindustrial private 
forestland (NIPF) owers do not use it 
in making decisions about forest man- 
agement (Rosen and Kaiser 2003). 
Jones et al. (1 995) estimate that less than 
20 prcent of NlPF timber hamests in- 
volve a fo~ster.  Describing the hist-ori- 
cal groMith in sbmpage prices provides 
the forester with another piece of in- 
hrmation that illush.ates potential fi- 
nancial benefits of forest management 
(e.g., Wagner et aL 20003). 

Sendak (1994) provided estimates of 
the annual percentage rate of change for 
NorttPeastem regional timber shunpage 
prices for the perid 196 1 to 199 1. The 
stumpage prices were delineated by 
hardwood vs. soAwood and satvrtimber 
vs. pulpwood. The purpose of this anal- 
ysis is threefold. The first purpose is to 
u p h k  the 196 1 to 199 1 price series; an 
additional I 1-year" worth of North- 
eastern regional timber stumpage price 
data have been collected, The data set 
now covers the period 1 96 1 to 2002. The 
second pwpose is to examine if there 
have been any changes in the annual 
percentage rate of change during the pe- 
riod 1961 to 2002, The final pwpose is 
to provide foresters an additional piece 
of information when discussing forest 
management options with landowners, 
for land appmisals and valuation, and 
assessment of invesment strategies, 

Stumpage price data 
Regional stumpage price data, for the 

geciod 196 1 to 2002, were collected &om 
nine No~theastem states: Connecticut, 
Maine* Massach~se~ ,  New Hampshire, 
New Ybrk, Pennsylvania, Rhode Island, 
Vermont, and West Virginia (Table 1). 
Regional stumpage prices were esri- 
mated using the methods in Sendak 
(1994) and publicly reported stumpage 
prices as follows: 

Fur exmple, Wachovia (2802) estimates that bio- 
logical growth accounts for h e e n  65 to 75 per- 
cent of timberland renirns, timber price change ac- 
counts for betvt.~c?n 25 to 30 prmnt, and land value 
change accounts far 2 to 5 percent. 

"The rule applied ww to inclucfe the 
fwest numkr of species that accounted 
for at test  85 percent of the total cut as 
reported by the most recent forest inkten- 
tory. lf the 85-percent Imel was reached, 
additiomt spcies were included if they 
=counted for at least 5 percent of the 
total cut.. .Within a state and product 
potlp, such as hardwwd s a d d e r  in 
Mew Vork, a volume-wei&ted average 
price for species in that group vvas calcu- 
lated. These averages were then 
weighted by total limber volume cut for 
each product group to calculate re- 
gion-wide avem~;~es. . .mrou& weight- 
ing, those species cut in the geatest 
quantities and those states that hawesced 
the grreatest quantities were assigned 
more importance in calculating average 
price.?' 

There were several chartges in state 
data reporting that should be noted when 
comparing Table 1 to the regional 
sbmpage prices for the period 196 1 to 
199 1. Maine made major changes in data 
collection and reporting fomat in 1992. 
Southern New England expanded their 
reporting format in 1994 that required 
a change in the calculation of their ag- 
gregate prices. In the Sunmer of 1995 
Stumpage Price Report, New Vork 
changed their repo&ing regions from 14 
to 12 and renamed them based on loca- 
tion and log rule. All these changes af- 
fected the regional price estima&s from 
1992 through 1995. 

In Maine, species cut weights and vol- 
umes cut were changed to reflect the lat- 
est forest survey (Crifith and Alerich 
1 9961, pulpwood production (Widmann 
19961, and the 1995 Wod  Processor 
Re-port (Maine Forest Service 1997). In 
New Hampshire, stumpage price data 
were not reported in 1996. Stmpage 
prices for 1996 7rvere estimated fiom 
1995 and 1997 prices. The New Hamp- 
shire reporling fomat also changed; 
pulpwood being repo&ed by weight in- 
skad of cords. In New Vork, the latest 
forest sumy (Alerich md hakc  1995) 
and pulpwood production ( W i h m n  
1996) were wed to adjust species cut 
weigh& and volumes cut. In addition, 
the §-page prices under Doyle and 
Scribner Rules were adjjusted to Interna- 
tional Rule basis by new factolns reported 
in the Pennsylvania Stumpage Price Re- 
port. These new factors, based on a study 
of avewe size togs, were significantly 
different from the old factors (Finley 
and Rickenbach 1996) and were re- 

flected in the pI"i~es for New Vork in 
1996. In Pennsylvania, the new lag rule 
facts= were implemented in the faud 
qmfier of 1996 and were refleckd in the 
pl.ices rqoaed h m  that qw*r on, In 
Pennsyfvmia, the lakst fare& sumry 
(Madon and Bemr f 993) and pulp- 
wood praiduetion (Widmaurn 1 996) were 
used to adjust species cut weigh& and 
volumes cut. In West Virginia, the lakst 
f o ~ s t  s w e y  CV\rihann md M&nm 
1990) and pu lpwd  production (Wid- 
mann 1996) were used to ar?just species 
cut weights and volumes cut. The new 
conversion factor from Doyle to Inter- 
na~onal was applied (Finley and Rick- 
e-crbach 1 996). These changes afleeted 
the regional stumpage price estimates in 
1996. 

In 1999, small chmges were noted in 
some state reports. For exmple, Penn- 
sylvania reports pine and hemlock as 
two separate species now instead of a 
pinehemlock goup. The biggest chmge 
occurred in New Hampshire, The New 
Hampshire Extension Service changed 
their stumpage price reporting to once 
every 2 years. However, the New Hamp- 
shire Timberland Ovwrers Association 
(NWTOA) reports prices qu&erly, The 
NWTOA stumpage price infomation is 
now used here, The two price sen'es 
showed remarkable ageement over the 
period that they overlapped, 1985 to 
1997 (Sen&, unpublished repart on 
file, Durham, NW), Species cut weights 
and vslumes cut for pulpwood produe- 
tion were adjusted using Widmann and 
Griffith ( 1  999). 

Annul saWimkr-cut weigh~t~g fac- 
tors were upkted on the basis of state 
oulput reported on the Timber Product 
OuQut website mainbined by the USDA 
Forest Service for the 1997 RPA Assess- 
ment. Species cut propodom a d  vol- 
m e s  were adjusted as new state Forest 
Inventory and Analysis data became 
available in print or on the web (e.g., 
pulpwood production .for all states and 
sa~imber  production for New York and 
West Virginia in 2002). 

Table 1 shows the nominal and real 
stumpage prices of Norlhemtem had- 
wood and softwood sawtimber and 
pulpwood for the period 1962 to 2002. 
The nominal and real skmpage prices 
of hardwood and softtyood samimber 
have generally increased over the period 
196 1 to 2002. During the period 2000 to 
200 1, the stumpage prices for hadwood 
and softwood sawtimber decreased; 
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Table 1. - Average nominal and real stumpage prices, by product group, in the NoHheast: 196 1 to 2fXI2. 
pp----dA---p-p ----- -- - 

Sawtimkr price Pulpwmd price - -----------".---A- 

--- H a r d w d  Softwood Rarclwoc3d Sohood 

Year Nominag Real" Nominal Real* Nominal Re8:al" Nominal Reala 

2(302 276.80 211.13 102.76 78.38 8.00 6.10 10.67 8-13 
- -pa----- ----- --- --ad- -----A ---" -- - ----- ---- ----- - 
" Adjusted for inflation by Producer Price Index, All-eommocllimy ( 1982 - 100). 

however, h m d w d  m d m k r  sampage 2002, while the real stumpage price of real softwood pulpwood stumpage 
prices turned upwad in 2002 while so% hardwood pulpwood showed a more prices increaqed d u ~ n g  the period 196 1 
wood mwtimber sturnpage prices &d moderate, but volatile, increse for the to 1997, with dramatie incremes be- 
not. The nominal stumpage prices of period 1961 to 2002. Hardwood pulp- Ween 1993 and 1997. From 1998 to 
hardwood pulpwosd appea to have in- wood stumpage prices also declined 2002, nominal and real sofiwsod pulp- 
creased faster dwing the period 1961 to dwcing the period 1999 to 2000, but wood stumpage prices have declined 
1980 than during the period 1 98 1 to started to recover in 200 1. Nominal and rapidly. 
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lrland et al. (2001) discuss some of 
the limitations of publicly r g ~ , d  sbmp 
age data given the mmnw in which it is 
collected, leding to potential sampling 
and non-sampling errors that may affect 
the accumcy of the r w d e d  data. This is 

problem with publicly re- 
ported stumpage price data. Howe\ler, in 
the Nofitteast this is the most readily 
available and consistent source of time 
series stufnpage data, Therefore, the re- 
sults of the analysis that follows should 
be used with this caveat. 

Methods 
Quation [I] can be used to estimate 

the sumpage prices at any time t (P,) if 
the continuous rate of change for stump- 
age p"i (r) is known: 

where Po &notes the sbmpage price 
at time 0 and e denotes the exponential 
f'unction. The continuow rate of change 
in sbmpage prices can be estimated us- 
ing linear regression by taking the natu- 
ral log of equation El]: 

where in(P,) dcnotes the namral log of 
P, and , denotes the regression error. 
Final1 y, the conlinuow rate of change (r) 
can be convemd to an annual percent- 
age rate of change (i) using equation [3] 
(Sendak 1 99 1,1994): 

Equation [2] describes a time series 
analysis; as such, there are potential pro- 
blems of autocorrelat-ian. Detemining 
the exact autoregressive process beyond 
a first-order autoregressive error tern, 
AR(l), can be problematic (Judge et al. 
1985, Greene 2000). We will usc a step- 
wise autoregressi\~e prwedure to deter- 
mine the order of the autoregressive cr- 
ror term. Because we are dealing with 
annual data, we wilt only test for first- 
and second-order autoconelation. If ei- 
her first- or second-order autocorrel- 
ation is present at the 5 percent level of 
significance, a maximum likelihood 
(ML) proceduze will be used to comct 
for this problem (e.g., Rndyck and Rub- 
infeld 198 1, Johnston 1984, Judge et al. 
1985, Creene 2800, SAS 2002). 

To detemine if there was a change in 
the annual percentage rate of change 
during the period 1961 to 2002, the data 
had to be divided into at least two goups. 
Table 1 showed a potential change in the 
annual percefitage rate of change of the 

nominal and real sawtimber and pulp- 
wood stumpage prices occurring at 
about 198 1, this was especially evident 
in nominal h a d w d  pu lpwd  sturn- 
page prices. merefore, the data were di- 
vided into the following p e r i d  196 1 to 
198 1 arid 1982 to 2002. The following 
regression analysis was used to test for a 
change in the annual percentage rate of 
change bemeen 196 1 to 198 1 and 1982 
to 2002: 

where d is a d m y  variable: 

m e n  d== 0, I -1  denotes the continuous 
rate of change for the period 1961 to 
198 1. W e n  d =I I ,  rl -t- v2 denotes the 
continuous rate of change for the period 
1982 to 2002. Eqmtion [33 was used to 
convert the continuous rate of change p.1 
(for the period 196 1 to 198 1) and the 
continuous rate of change r1-t- r2 (for the 
period 1982 to 2002) to annual pereent- 
age rates of change. 

To detemine if there is a simificant 
difference between the annual percent- 
age rate of change for the periods 1961 
to 198 1 and 1982 to 2002 requires test- 
ing for coincidence of the two straight 
lines given in equation [4], Two lines are 
coincident if their intercepts are not 
significantly different and their slopes 
are not significantly different This is 
a two-step process (Kleinbaum et al. 
1998). First, a Chow F-test is used to test 
the null h~othesis that P2 =: r2 = 0. If the 
null hypothesis is not rejected, then the 
lines are coincident. Thus, the annual 
percentage rate of change estimated for 
the period 1961 to 198 1 is not signifi- 
cantly difirent than the annul percent- 
age rate of change for the period 1 982 to 
2002. Second, if the null hypothesis that 
Pz - r;? = 0 is rejected, then the null hy- 
pothesis that r2 = 0 is tested using a 
t-test. If the null hypothesis t-2 = 0 is re- 
jected, then the two lines are not parallel 
and have different intercepb. Thus, the 
annwt percentage rate of change esti- 
mated for the period 196 1 to 198 1 is sig- 
nificantly diaerent than the annual per- 
centage rate of change for the period 
1961 to 2002. lf the null hypothesis p.2 - 0 is not rejected, then the two lines 
are parallel but have different intercepts. 
Thus, the annual percentage rate of 
change estimated for the period 1961 to 

1991 is not siwificantly diRerent than 
that for the period 1961 to 2002. This 
regression analysis is also tested for first- 
and second-order autoconelation and, if 
present, is comcted using the same pm- 
cess as just described, 

The statistical analyses were done us- 
ing SAS v. 9.0 (SAS 2002). The analysis 
done by Sendak (1994) was comple~ed 
using a different slatistical package. 
%erefore, we re-ran the stat_is~cal analy- 
sis on the 196 1 to 199 1 stumpage price 
data in SAS to make consistent compar- 
isons to the 1961 to 2002 annual per- 
centage rate change. 

Results 
The regression analysis results, from 

equation [2], of nominal and real North- 
emtern re@onal sshnmpage prices by spe- 
cies group fix., h a rdwd  and sofh-vd) 
and product (i.e., savvtinaber and pulp- 
wood) for the period 1961 to 2002 are 
~ v e n  in Appendix A. The stqwise auto- 
regessive procedure indicated there was 
positive first-order autoco~elation, but 
not second-order autocomelation, in all 
cases. The ML procedure was used to 
estimate an AR(1) autorepessive term. 
Tke continuous rates of change were 
conveded to annul percentage rates sf 
change using Equalion [3] and listed in 
Table 2. The annual percentage rates 
were significantly diaerent from zero at 
greater than a 5 percent level of sig- 
nificance, except for the annual percent- 
age rate of change for real sofiwood 
pulpwood. 

The nominal and real annual percent- 
age rates of change in Nodheastern re- 
gional shrrnpage prices for the years 
1961 to 1991 were reestimated using 
SAS (2002). The stepwise autoregressive 
procedure indicated there was positive 
first- order autocorrelation, but not sec- 
ond-order autocorrelation, in all cases. 
The R i f t  procedure was used to estimate 
an AR(1) autoregressive tern. The con- 
tinuous rates of change were conxrted 
to annual percentage mtes of change us- 
ing equation [3] and listed in Table 3. 
The m n d  p m n a g e  rates werr; signifi- 
cantly diRerent from zero at pa;ter than 
a 5 percent level of significance? except 
for the annual percentage mte ofchdnge 
for real sohood  pulpwood, 

Comparing the msults presnted in Tam 
bles 2 and 3 showed that the nominal m- 
nwl percenage rate of change for had- 
wood and softwood sawlimber 
decreased; however, the real a n ~ d  per- 
cenbge rate of change for hardwood and 
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Table 2, -- Nominal and real annual percentage rate of change in Northeastern re- 
gional stumpage prices by species and product group, 196 1 to 2002. - ---- -- 

S p i e s  and prduct group Nominal Real 
- - - - - - - - - - - - - - ( % ) - - - - - - - - - - - - - -  

Sawtimber 

Pulpwoad 

Hardwood 

S o R w d  $.ha 0.7e 
----A -- - - - .- 

a Significantly different from zero (p S 0.02). 
Significantly different fiom zero (p S 0.05). 
Significantly diEferent fiorn zero (g 5 0.10). 

Table 3. - Re-estimation of the nominal and real annual percentage rate of change in 
Noheastern regional stumpage prices by species and product group, 196 1 to 199 1. 
- * -----a - 

Species md prduct group Nominal Real 

Sawtimber 

W ~dwoad '  

Softwood" 

Pulpwood 

Hardwood 6.1" 0.9' 

5.4" 0. lC Softwood _- - - - -- 
a Sipificantly diRerent from zero @ 5 0.01). 

Significantly digerent from zero @ f 0.05). 
Not significantly different from zero. 

Table 4. - Summary of the results for testing coincidence of stumpage prices be- 
Ween 1913 1 to 198 1 and 1982 to 2002. 

- - -- - - - - - -- - - - -- - - - - - -- 
Coincidence test Slope test 

Swmpage price series f32 = rr = 0 -- r2 = 0 

Sawimber 

I4ardwood  nominal)^ Fail to reject NIA 

Hardwood (realla Fail to reject NIA 

Sohood  ( nominalla Fail to reject WA 

softwood Reject RQeet 

Pulpwood 

Hardwood (nominal)' 

Hardwood (real)a 

Sofiwood (n~minal)~ 

Reject 

Fail to reject 

Fail to reject 

Reject 

?VIA 

MIA 

S o h o a d  f real)' -- NIA -- L a f i g  !?&EL - -- - 
'The nuII hypothesis E)z - r2 = 0 failed to be rejected (a = 0.05). This implied the two lines were coincident; 

there was no sipifiant diflerence k t w m  the slopes and no slgnifiw1ltdiEerence bewen tile intercqts. 
"The null hypothesis f3z = 0 = 0 was rejected @ - 0.052). The null hypothesrs rz - O was rejected @ - 

0.0 16). 'This implied the two lines were nut paraifel and had difi-erent intercepts, 
T h e  null hypoheses Bz, - r2 = O and rz = 0 were rejected ( p  S 0.0 1 ). This implied the two ltnes were not 

parallef and had diJ-Terent intercepls. 

sohood  s ~ i r n b e r  increased, While 
there was a slight increase in the annml 
percentage sate of change for the real 
smpage price of hardwood savvtimkr, 
the increase in tfie annual p e n t a g e  rate 
of change for the real stwnpage price of 
sohood m d m k r  was almost Mice as 
large. The nominal annual percentage 

rate of change for hardwood and s o h &  
pulpwood demased. The peat mual per- 
cenitage rate of chaz~ge for hardwd pulp- 
wood ed while the real amml per- 
centage rate of change for sofkniood 
pulpwd inc~eased. However, the mnwl 
permntage rates of change and conse- 
quently the differences identjfiecl in Ta- 

bbs 2 and 3 do not descrih shtis6cai 
diff'mences. Equation f43 w a  used d ex- 
b n e  if the annul preenage mes sf 
change were satis~cdly different be- 
&en 196 l to 198 1 and 1982 to 2202, 

The results ofes~mating Eqmtion &4J 
are in A p ~ d i x  B, The stqwise auto- 
regessive pmedue indie&$ there wm 
psitive fiusl-osder autmmelation, but 
not second-rder autoconelalion, in all 
cws ,  The ML procedure wm wed to es- 
timate an AR(1) aubremssive tern, The 
Chow F-test &tiistics t~sted for a si&nifi- 
cant difference kltrieen the slopes and 
inkrcepb of Eqmtion [4] for the pen'ctds 
196 1 to 198 1 and 1982 to 2002; i.e., p2 = 
r2 = 0. The Chow F-test statistics we 
given in Appendix B and the results of 
the coincidence and slope tests are sum- 
m ~ z e d  in Table 4. The null hypothesis 
that pz = r2 = 0 failed to be rejected for 
nominal and real hardwood mhmber, 
nomind sohood savvtimkr, real hard- 
wood pulpwood, and norninal and real 
sohood pulpwood. This implied there 
was no simificant difference in the an- 
nual percentage rates of change bemeen 
the periods 1961 to 198 1 and 1982 to 
2002 in these six cases. The results given 
in Table 2 describe the amml percenhge 
sate of change in sbmpage prices in 
these six cases for the period 1961 to 
2002, eeteriiv paribus. 

The null hypotheses that p2 - 1.2 = 0 
and rz = 0 were rejected in the case of 
nominal hardwood pulpwood stumpage 
prices (p S 0.0 1 ). This implied there was 
a significant diRerence in the mnual 
percentage rate of change bemeen the 
periods 196 1 to 198 1 and 1982 do 2082. 
These results indicated that annual 
notllinal hardmod pulpmod stumpage 
prices increwed at a f a k r  rate dufing 
1 961 to 198 1 than d u ~ n g  1982 to 2002; 
nmely, 7.3 vs. I .6 percent, respec~vely 
(Table 5). For real sohood sawtimber 
stumpas prices, the null hypothesis that 
pz =- t-2 -: 0 was rejected @ 2 0.052) and 
the null hypothesis that t-2 = 0 was re- 
jected ('p I. 0,016). This implied there 
was a siwifrcant difference in the an- 
nual percentage rate of change bemeen 
the periods 196 1 to 198 1 and 1982 to 
2002. Annual real sohood  stumpage 
prices increase at a slower rate during 
196 1 to 198 1 than during 1982 to 2002; 
namely, 0.6 vs. 2.2 percent, respectir;ely 
(Table 5). 

Discussion and conclusions 
Northeastern regional stumpage 

prices for the period 196 1 to 2002 were 
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Table 5. - Nominal and real annual percentage rate of change in Northeastern re- 
gional stumpage prices by species and product group, 1 Stj f to 2002." 

Species and product group Nominal Real 
- - - _ - - " - - - - - - - - ( % ) h - - - - - - - - - - - - - - -  

Saw1in~ber 

Mardwoud 8.5 +1.5 4.6 -10.5 

Sohood 5.2 a . 9  0.6.10.8 (1461 to 1981) 
2.2 -; 1.3 (1982 to 2002) 

Pulpwood 

Hardwood 7.3 a0.8 (1961 ro 1981) 0.6 Hl.4 
I .6 *I '2 (1982 to 2002) 

Sohood  4.6 + 1 .0 0.7 M.7 -- --- - ------.-...------- - - --------------A -----------me--- ------- - --"--- - 
YJnless o&ertvise indicated, the annual percentage rates of  change are for the period 1961 to 2002. Real 

prices were adjusted for inflation by Producer Rice Index, All-commodi~ f 1982 - 100). 
%e annual percenuge iates of change fete given with their 95 percent confidence i n ~ a l s  (CI) with CI - 

SE*taz, where SE" is the stanhrd error of the coeficimt and tUi12 is the t-value with a = 0.05, 

Table 6. - Nominal and real annual percentage rate of change in softwood stumpage 
prices from saMimber sold from National Forests in the Pacific Northwest, 1961 to 
2001 ." 

nate Nominal Real 

~awtirnb? 

1961 to 1981 16.4" 9.8" 

1982 to 200 1 2.6' 0.d -- -- - -- -- - - -- - -- - ----- -- --- ---------- ----- 
a Source: USDA Forest Service (Mianen 1954 to 2001). Real prices were adjusted for inflation by Pro- 

ducer Price Index, All-commodity (1982 - 100). 
The null hypotheses f3z = r2 - 0 and Q - 0 were rejected @ 5 0.05). This implied rhe two lines were not 
parallel and had dtfyerent intercepts. 
Significantly different from zero @ S 0.01). 
Significantly diRerent from zero @ 1 0.05). 

collected frorn nine No&heastem states mated for 1961 to 198 1 ; namely, 2.2 vs. 
- Connecticut, Maine, Massachusetts. 
New Hampshire, New York, Pennsyl- 
vania, Rhode Island, Vermont, and 
West Virginia - and weighted by spe- 
cies and timber cut within each state 
and the region (Table 1). These North- 
easkm regional stumpage prices have 
been increasing over the period 196 1 to 
2002 in both nominal and real terms 
(Table 2). ln real terns, hardwood saw- 
timber and puIpwood stumpage prices 
increased at an average annual rate of 
4.6 and 0.6 percent, respectively. The 
real stumpage price of softwood pulp- 
wood increased at an aberage annual 
rate of 0.7 percent. In the case of real 
sohood  saMjrimber stumpage prices, 
the average annual rate for the period 
1982 to 2002 was four times that esti- 

0.6 percent, respectively. 
The stumpage price series for the 

Northeat are doubly weighted by vol- 
ume cut within states by species and 
%+thin region by product and state. No 
s"ralistica1 analyses were done on the in- 
dividual state price trends but a corn- 
parison of the gaphed data for hard- 
wood satvtimber showed the same gen- 
eral trend as the regional price series. 
Pennsylvania, West Virginia, and New 
York accounted for 73 percent of the 
production in 2002 from the nine states 
indtided in the series. Species included 
in each vaGed by state, but northern red 
oak and white oak were impofiant in all 
three sates. Pennsylvania produced a 
large volume of black eheny, Erest Vir- 
ginia produced a large \.olm~e of yel- 
low-poplar, and New Vbrk produced a 
large volume of sugar maple. The indi- 

The same satistical pmdures used to analyze the 
vidual state price trend for sohood 

Noflhemtern region's stumpage prices were also sawtimber showed the same general 
used to examine PNW softwood sawtimber &end as the regional price series. Maine 
sNn1page prices. The PNW sofivwd ~Mimber a]one for-hl percent of the 
stumpas prices used represent a volun~e-weighed 
average of all wr twd  sawimber species sold in production in 2002 the states 
the PNW. and northern New England and New 

York together accounted for 92 percent 
of production. Emtem white pine was a 
predominant species in all states but 
spruce-fir was the most important spe- 
cies group in Maine. E=tem hemlock 
and hard pines were also produced in 
some states in lesser qum~ties. 

A comparison of the gaphed data for 
krdwood pulpwood sampage price for 
the individual states showed the same 
general trend as the regiond price sepies. 
Maine alone accaunled far 5 0 percent of 
the produclion from the nine sates in 
2002 and Miline, W s t  Viqinia, Penn- 
sylvania, and New York accounted for 
92 percent, As expected, the regional 
price series looked similar to Maine's, 
All states in&cated a decline in price 
from 1998 to 2f100 but in 2001 to 2002 
some setes recovered (Pennsylvania and 
New Ycrrk), deelined (West Virginia), or 
remained flat (Maine). The graphed data 
for s o h 4  pulpwoal stmpage price 
for the individual states showed the e w e  
general trend as the regional price series 
with a few notdble diflerences more re- 
cently. Again, Maine alone accounted 
for a high percentage of production in 
2002, 66 percent, while Maine, New 
York, Pennsylvania, and New Nmpshire 
together accounted for 94 percent of pro- 
duction. ResJonally, s o h o d  sbmpage 
price increased dmmalically in 1993, 
peaked in 1997, and declined steadily 
through 2002. This was true for Maine 
and New Hampshire but prices in New 
York were more volatile over the same 
period of time with a dramatic decline in 
2002. In Pennsylvania, prices for soft- 
w o d  pulpwood were generally flat but 
declined from 1996 to 1999 and increas- 
ed frorn 2000 thou& 2002, DiEferences 
among slates could be partially explain- 
ed by species a d  market differences. In 
Maine and New Hampshire, spruce-fir 
and eatem white pine are the predomi- 
nmt species with some emtern hem- 
lock, f n New York, pine and hewrld ac- 
count for almost all s o h &  pulpwd 
autd in Pennsylvania individwl species 
are not reported, but pine and hemlock 
are probably the predominant: species. 

As a point of comparison, real sofi- 
wood. saw~mber smmgage prices in the 
Pacifre Northwe& (PNW) increased at a. 
slower rate for the period 1982 to 200 1 
than for the p r i d  196 1 to 198 1 ; namely, 
0.6 vs. 9.8 perant, respectively (Tabte 
61.' Howfever, real sohood sawimber 
stumpage prices in the PNW were more 
vofat.ile thm in the Nofiheast~:~ region. 
For example, in 1983 the average an- 
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Table 7. - Nominal and real annual percentage rate of change in Louisiana sturngage 
prices by species and product group, 1961 to 2002" 

------.-" --- .,".------ P = = = = z  -- ------ ---..-.,---...--- -- -- - 
Species and product group Nominal Rea t - 

- . . - - - - - - - - - - - - - ( ' $ $ f  - - . . - - - - - - - - * - - . .  

Pulpwood 

fjardwood 

Sofbvwd 4.4b 0.8" 
G-e-~-~---y---M--~-~~-s~T~~r--~-----Y&-~v~-~-~-=----~~-v------ 

a Some: 1-ouisiana Department of Agricuihtre and Forestry ( 196 1 to 2002). Real prices were adjusted for 
inflation by Reducer Price I~ldex, All-commodity ( 1982 - 100). Unless othewise indicated, the annual 
preenage rates of change are for the period 196 1 to 2002. If so indicated, the null hypotheses 82 = r2 = 0 
and r?_ - O were mjected with (p 5 0.05). This impl~ed the two lines were not parallel and had diffetcnt in- 
tercepts. 
Siyif ica~t ly dil-ferenr from zero @ < 0.01). 
Significantly different fiorn zero (p < 0.05). 

* Not significmtly different fkom zero. 

nual real sbmpge price for sohood 
sa~imber  in the PNW was $1 11.061 
MBF, this price rose skadily to a peak 
of $343.1 I /MBF in 1993 then dropped 
to $86,67IMBE in 200 1 (Wanen 1964 to 
200 1 ). Real sohood s ~ i m b e r  slump- 
age price in Louisiana rose st=dily at an 
annual percentage rate of change of 2.6 
percent for the perid 1 96 1 to 2002 (Ta- 
ble 7).3 This percentage rate of c h g e  is 
consistent with that of the Northem&m 
region's real sohood savvtimber price 
for the period 1982 to 2002 (Table 5). 

In terms of pulpwood, the Northeast- 
ern region's real hardwood shunpage 
prices exhibited a "saw tooth" type rise 
during the period 1 961 to 2002. Wile  in 
Louisiana, real hardwood pulpwood 
stumpage prices decreased at an annual 
percentage rate of -0.8 permt during 
the period 196 1 to 198 1 then increased 
at an annual percentage rate of 5.6 per- 
cent during the period 1982 to 2002 (Ta- 
ble 7). Both the Northeastern region's 
and Louisiana" real hardwood stum- 
page prices showed a sharp decrease in 
the late 1990s with a recovery st;lhng in 
2001, The Northeastern region" and 
Louisiana" real softwood stumpage 
prices exhibited similar annul pereent- 
age rates of change; name15 0.7 and 0.8 
percent, respectivt;ly (Tables 5 and 7). 
However, there was @eater variabili~ 
associated with Louisiana's real sofi- 

3 The %me stat~stical procedures used to analyze the 
hortheastm region" stumpage prices were also 
used to examine Louisiana stunlpsge prices. Both 
softwood sawtimber and pulpwood were defined as 
southern yellow pine. 

wood pulpwood prices than with the 
Northeastern region". 

Consmp~on of solid wood products 
in the United States is expected to in- 
crease significantly over the next 50 
years, driven mainly by housing; how- 
ever, expansion of U.S. production and 
foreign import-s is expected to h p e n  
overall increases in product prices 
(Schuler et al. 2001, Adams 2002a, 
Schuler md Adair 2003). Regional dif- 
ferences are expected in growth in real 
stumpage prices. Increases in hardwood 
grovving stock in the North and the high 
percenage of private ownership will see 
increasing hawests of both savvtimber 
and putpwood and mtxtegly rising stump- 
age prices, particularly in the Modheast 
(Aciams 202b). C)ynamics bemeen U. S. 
w p l y  regions will lead to rising real 
softwood sawtimber sbmpage prices in 
the North of about 0.9 percent annually 
and 0.4 percent for hardwood sawtimber 
(Adams 2002b). Some rise is also ex- 
pected in real sohood pulpwood prices 
in the North but hardwood pulpwood 
price is expected to remain stable. In- 
creased hawest and price changes in the 
North result from adjusbnents to timber 
inventories in the West and South (Ad- 
ams 2002b, Luppold and Sendak 2004). 
Senbk et al. (2003) project a 1. I per- 
cent annual rise in ovwall real smpage 
price for northern New England and 
New Vork and a balance in growth to cut 
by 2050. 

Lutz (2001,2002,2003b) showed that 
timberland returns were, to a degree, af- 
fected by changes in shlmpage prices. 
Me examined the N&onal Council of 
Real Estate Investment Fiduciaries 

{NCREIF) Timberland Index for the 
Northeat, the Southeat, md the West, 
In the Wo&hemt9 a drop in hardwood 
smpage prices comspmded to 8 de- 
cline in the NCREIF Timberland Index 
in the first half of 200 1 .  We found a simi- 
far relacionship in the NCREIF Timber- 
land Index for the South-st with re- 
spect to a &cline in smmpage prices. 
The NCREIF Timberland Index for the 
West showed little change given the de- 
clining slumpage prices in the latter 
half of the 1990s. However, as stumpitge 
prices continued to decline into early 
2002, the NCREIF Timberland Index 
for the West also declined. Using the 
NCREIF Timberland Index, Lutz 
(2003a) calculated the nominal annual 
retms to timhrland for the petid 1987 
to 2002 in the Southemt as 1 1.1 percent, 
the Plodheast as 1 1.9 percent, and the 
West as 20.4 percent, 

The value of timberland can, in gen- 
eral, be described as the capitalized value 
of its perjo&c or annual net cash flow. 
The net cash flow dqends on swrnpage 
price, among other factnrs. For example, 
if hardwood trees did not @ow9 an aver- 
age landowner holding m average mix of 
hardwad sawimber could reasonably 
achieve an expected 4.6 percent a~~nual 
increme in the revenue from a stale of 
that sawtimber due to real price wreci- 
ation alone. However; hardwood trees 
do grow and increase in volume: and 
quality (i.e,, log grade) as they get lager. 
Changes in volume depend on a nunlber 
of factors such as the forest" species 
composition, struchrse, age class distri- 
bution, densiq, the planning horizon, 
and forest mmagement choices. Further- 
more, as hardwood logs cha~~ge in log 
grade so do stumpage prices. Conse- 
quently, this averdge landomer could 
achieve greabr than an expected 4.6 per- 
cent annual increase in the revenue from 
a future sale of that sawimber. How this 
may change the value of the landowner's 
timberland depends on a number of ad- 
ditional factors including, but not Iim- 
ited to, the planning horizon Ifor the tim- 
ber sale, management corn, and the dis- 
count rate used by the Izmdowner. 

This financial analysis may not be 
trivial (Braee and Mendelsohn 1988, 
Go~nez et af. 1909, Wagner et al. 2003). 

land owners do not make use of pub- 
lished stumpage price infomation nor 
use a forester when making forest man- 
agement deeisions (Jones et al, 1995, 
Rosen and Kaiser 2003). In addi~sn, 
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compting for a Imdowner's ccapitat are 
returns on financial insmments such as 
mutual funds, stocks, and bonds, ln- 
fornation on these financial instru- 
ments is readily available to landown- 
ers through va~ous media (newspiipers, 
the web, nightly news, etc.). For exam- 
ple, the amwl real re 
Bills, Russell 2000 Index, S rlt! P 500 ln- 
dex, Lehman CovemmentiGredjt Index, 
WCREIF Property Index, and Morgan 
Stanley Capital International Europ, 
Australasia, and Far East Index, ranged 
from 2-13 to 16.15 percent for the period 
1987 to 200 1 (Wachovia 2902): 

One must be mtrvrneLv careful when 
using infomation from past stumpage 
prices to predict future stumpage prices 
(Haight and Molrnes 1991, Yin and 
Newrnan 1996, Wsternon 2003). For 
example, the average annual percentage 
rates of c h g e  m y  not reflect the stump- 

ts of ie specific sub-state rcgion 
or individwl property. Notletheless, it is 
the nabre of forestry to predict revenues 
(and costs) from 1 to 100 plus years into 
the future. Given these caveab, the in- 
formation in the preceding parapdphs, 
and the infomation in Tables 6 and 7, 
the real annual percentage rates of 
change for smpage prices in the North- 
eastern region given in Table 5 seem 
reasonable. The most suitable use of the 
estimates given in Table 5 is for long- 
tern analysis and, in this case, the real 
annual percentage rates of change 
should be used. As with any estimate of 
this type, it is best to bracket the m w l  
percentage rate of change. Table 5 pro- 
vides the 95 percent confidence inter- 
vals of the estimates that can be used to 
deternine a low and high value for the 
annual percentage rates of change. Fur- 
thermore, neither the forester nor the 
landowner should fall into the trap of the 
"job is done'" syndrome; these financial 
analyses should be revisited frequently. 
Even so, these estimates give the for- 
ester and landomer additional infoma- 
tion to help make infomed decisions 
concerning forest management choices. 

Care should he taken when comparing rewrns from 
digerent ins.estments due to dlfirences in risk. 
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Appendix A. Equation [2] results, 1 96 1 to 2002 

Nominal hardwood sawtimber. -- ----- 
Psameter Estimate t value 

Real soWood salrvtimber. 
--- - ------------- 

Paranleter Estimate t value 

Nominal softvvood pulpwood 
- ---- -----..--------- ----- -- 

Parmeter Es~mate t value 

8 -156.9816 -10.76 
P 0.0813 1 1.04 

A N  1) -0.8254 -8.74 
Durbin-Watson - 1.92 

s = 077 ------------- -- a- 

@ -23.2627 -4.49 
r 0.0138 5.27 

AK( 1 9 -0.8309 -9.53 
Durbin-Watson - 1.60 

R~resuion R~ = 0.42 -- -- -- - -"---- ---------.-------*----A- A-- ------- 

P -87.5502 -7.50 
r 0.0450 7.63 

A N  1 1 -0.8701 -8.41 
Durbin- Watson = 1.53 
Regession R' = 0.69 -- --------- - -- - ---- -- -- 

Real hardwmd sacytimbe~ 
-- ------------ -- ----------- 

Paameter Estimate t value 

Nominal hardwood pubwood. 
---- -- - ----a- - -- 

Parmeter Estimate t value 

P -88.8222 -5.89 
P -0.0455 5.98 

AR( 1 1 -0.8917 -1 1.18 
Win-Watson = 2.24 

Rzession K" - 0.53 - - ---- --- - -- - - --- --- "--- - - -  

Nominal ~ ~ W o o d  sawtimber. 
--- - - - - - -- - - - -- -- - - Real hardwood pulpwood, 

---- -- 
Parameter Estimate t value Parameter Estimate t valw -- -- 

fi -97.5858 -10.41 f! -9.8566 -2.26 
r 0.0511 10.8 r 0.05851 2.66 
AR{ 1) -0.91 19 -13.76 AR(1) -0.5509 -4.14 

Ilurbin-Ct'a&on = I .  18 Durbin-Warson - 2.05 
Repesslon R" 0.77 - Regression 1~~ - 0.15 -- - ---- - -- - - 

Real softvvood pulpwood 
-- - -- - - -- - - - - - -- -- - 

Parameter Estimate t value --- - --- - - ---- --- 
P -11.7272 -1.67 
P 0.006935 196 

I ) -0.8 194 -9.16 
Durbtn-Wbon = 1-88 

Regresston -= 0.09 
-----=&-----A=---zY--&---------"-=-------;%-"""z-- ""---?*-"------- 
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