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Introduction 

Forest Econ Inc. has been asked to conduct economic modeling in northeastern Washington 

State for several sponsors having different purposes. These purposes include:  

1. Check the accuracy of published economic data and recalibrate the jobs and income 

estimates as necessary; 

2. Provide up-to-date county economic profiles; 

3. Increase resolution of wood products sector job & income linkages; 

4. Estimate the economic contributions of Colville National Forest CFLRP activities and 

provide a reference base for socio-economic monitoring 

5. Identify local economic development bottlenecks and opportunities. 

This report covers the first phase of this multi-purpose project. As Ferry Co, Pend Oreille Co. 

and Stevens Co. economies are interlinked, our scope includes all three. Even when combined, 

these form a single open sub-regional economy. Some sectors exhibit significant leakages into 

surrounding economies, and the Colville trade center is further dominated by commuting and 

transactions with the Spokane metropolitan statistical area (MSA).  

Published (secondary) data is typically aggregated, estimated, and only approximate. There are 

often errors of estimate, omission, and attribution. This project involves relatively high spatial 

resolution to the extent that carrying forward any errors into modeling would generate 

spurious results. As a result our data requirements are higher than for normal regional 

modeling.   

This initial phase starts with the collection of relevant published data on the three county 

economies. We then conduct a field survey of actual establishments in critical sectors and 

survey key informants to cross-check available data. We then use our primary data collections 

to adjust or replace the secondary data. This report identifies our finding from an initial field 

calibration survey conducted between 8/13 and 8/18 of 2015. During this visit we were able to 
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survey most of the critical local economic sectors. However, a record wildfire season limited 

access to key informants in the forestry sector, particularly in public agencies. The eastern 

portions of Pond Oreille Co. had to be surveyed in early September. This updated phase 1 

report includes those later findings. In all counties there is also published data on government 

employment that we did not resurvey as it is generally accurate. This includes the US Postal 

Service, the Federal Government, and State and local governments (which includes schools). 

Each county is economically unique even though their transactions are intertwined. This report 

format addresses each county individually and shows the initial job distribution profiles as 

generated from three different sources of secondary data: (1) EMSI is Economic Modeling 

Specialists Inc; (2) BLS is US Bureau of Labor Statistics; and (3) CBP is US Census county business 

patterns. There are few field calibrations made by any of these source agencies. The closest is 

EMSI. They have an algorithmic adjustment process that mechanically incorporates additional 

secondary sources. BLS is often subject to omission errors as it contains primarily covered 

employment and has little information on proprietors. CBP numbers are a formal submission 

survey of businesses with little field checking. FEI data is the only field checked source. We 

adjust reported secondary data with actual data derived from our own field surveys of 

establishments in each economic sector and from local key informants. 

At the same time FEI also collects and calibrates income data by sector. Secondary income data 

had even larger deviations than the jobs data. These variations are not reported here. However, 

we did estimate and calibrate earnings by sector. These findings will be included in our phase 2 

report which analyzes each county’s economic profile in more depth, and also calculates the 

economic base and identifies dominant economic clusters. In phase 3, we model the 

interactions of these sectors. This identifies the economic influence patterns of the local wood 

products industry and specifically the role of the Colville National Forest CFLRP with other 

sectors. Final results of that task will be reported is a phase 3 report to be available in early 

November, 2015.  

Ferry County Economy 

Ferry County is the poorest and most economically isolated economy in the State of 

Washington. In such small open economies, miss-estimation can pose a significant problem. 

Appendix #1 shows that due to the small size, several sources have suppressed data for various 

sectors to avoid disclosure. The three published sources have little agreement. The EMSI source 

total is within 400 jobs of FEI estimations, but still over-estimates ag/forestry and retail trade 

jobs, but under-estimates health and social services. 

We see the following picture of a weak, high leakage economy. The Republic sawmill closed a 

decade ago. The remaining mill is on the Stevens County border and functionally more 
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associated with that economy. The scheduled closure of the Kettle Mill (gold processing mill) 

will mark the end of a long history of export based "blue collar" goods producing industries in 

the County. The county seat of Republic is an increasingly minor local trade center dominated 

by Okanogan to the west and Colville to the east. The Colville Indian Reservation dominates the 

southern half of the county and redirects those resource activities westward. 

This County is making a difficult transition to amenity and retirement based service industries.  

Tourism is already evident in all of the communities of the county, but provides sporadic 

income over a short season. It now has the highest rate of seasonal housing in the State and 

when combined with the annual influx of summer RV travelers, over half of the population is 

seasonal.  

Previous FEI work with this type of economy in rural Idaho finds that, without investment from 

diversifying sectors, it probably becomes a seasonal economy where most of the services 

(eating and drinking establishment, motels, and personal services) close during winter due to 

lack of business. Seasonal low-paying service industry jobs provide little incentive for young 

people to stay and a high percentage of the working age population out-commutes or leaves.   

This "hollowing out" of the economy results in a society with a high proportion of people living 

in poverty and a few upper middle class business owners and seasonal residents. Ferry County 

is already the poorest county in the State, so this condition is already very evident and may 

worsen.1 

The eastern portion of the county (east side of the Kettle Range) is less isolated and has better 

access to good jobs through commuting.  This portion of the county is functionally part of the 

core Colville-Kettle Falls economy. This area also benefits from Lake Roosevelt tourism. 

Natural resource based industries in the county consist of ranching, forage crops, mining, 

logging and tourism. Ranching has been the most stable component of the economy, but does 

not support very many primary or secondary jobs.  Forage crops support the ranching industry 

and do not bring much outside income into the county. With the exception of Columbia Cedar 

in the Kettle Falls area, the county has no wood products processing sector left. Logging activity 

supports mills in Kettle Falls, Colville and in Omak, but many loggers are actually based in 

Stevens County. 

Other notable aspects of the non-goods producing (non-basic) portion of the economy are: 

                                                           
1
 US Census of Population, Census Factfinder.  Note that Whitman County has a somewhat higher percentage of 

people livng in poverty, but this is due to categorizing college student as poor,who have resources such as student 
loans and scholarships and family support. 
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 Small construction sector serving the seasonal and retirement home market.  Building 

permits indicate very little new primary home construction. 

 Retail trade businesses oriented to serving tourism are evident in all of the 

communities.  Most are operated by proprietors. 

 Business, professional and personal services is a small sector serving the small resident 

population. 

 Basic services (educational and medical) are evident in the most of the communities, but 

may be at risk as the tax base and income of the population changes. 

Pend Oreille County Economy 

Pend Oreille County is economically lopsided with most of its economic activity located in the 

south around Newport, the county seat and trade center. We have just completed the final 

field calibrations here so this report chapter has been substantially revised. In terms of total 

jobs, we show more than either federal source, but less than the EMSI estimates. See the actual 

numbers comparisons in appendix #2. 

There are several major large employers. These include the Newport Newsprint Mill, the Usk 

sawmill and an aerospace company in manufacturing. Note that we found the latter firm was 

miscoded in the EMSI estimates. There is also the Pend Oreille Mine of Metaline Falls in the 

mining sector. There is a significant retail trade, but this is concentrated in the vicinity of 

Newport. It provides services and shopping for most of the county’s population, as well as for 

some of the Old Town and Priest River residents from Idaho. There is also a significant health 

and social services sector. 

The county is less economically isolated than other parts of the three-county region because of 

its location on the US Highway 2 corridor, with a four lane freeway into the heart of Spokane. 

However this means that the Newport local trade center is strongly linked to and dominated by 

the Spokane-Spokane Valley MSA. Likewise, commuting to Spokane is significant. Spokane area 

residents often use the area for weekend recreation.  Camping and RV sites are numerous all 

along the Pend Oreille River and lakes in the county.  

Agriculture and logging are somewhat less important in this county than in the rest of the study 

region. Some of the agricultural and forest lands in the southern portion are being converted to 

rural residential housing. Good basic metal prices have helped the mining industry in the county 

which provides very high paying jobs in economically isolated portions of the county.  

Because of its proximity to larger trade centers (Spokane, Sandpoint, and Coeur d'Alene) trade 

leakage has prevented the development of a stronger retail sector, services sectors, or 

economic diversification.  Weekly shopping trips into larger trade centers and commuting are 
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very evident. Relatively little new investment in retail or service industries was found in all of 

the communities.  Although closer to Spokane there is more real estate development and 

convenience retail expansion. 

Stevens County Economy 

Stevens County, particularly the Colville-Kettle Falls area is the core commercial area for a large 

portion of the region. Of all the counties, we have better estimates of sector presence and jobs 

formation. Appendix #3 shows that although EMSI estimates are made to the tenth of a job, we 

categorize this as the spurious precision of an automated adjustment. We found significantly 

fewer total jobs than are reflected in the EMSI estimates. Stevens County does have a robust 

forest products sector, but our tentative job estimate is more modest. Similarly, we found less 

evidence of mining employment. The other two published sources generally under-shoot the 

local reality. Due to the large differences in several critical resource sectors, we have one last 

field survey scheduled to cross-check our preliminary estimates. 

There are several clear spatial trade hierarchies. The Colville sub-regional trade center offers a 

variety of shopping and services that are not found in the smaller towns and rural areas so 

trade funnels in from eastern Ferry County and western Pend Oreille County. The Kettle Range 

and Selkirks provide natural trade avenues into the Colville area, but restricts trade from 

peripheral valleys across the divides. So the Pend Oreille Valley and Lake Curlew area are on 

different trade hierarchies. 

The wood products manufacturing industry is well-integrated and diversified in the Colville-

Kettle Falls area. Those mills manufacture a variety of wood products and both exports and 

imports residuals (bark, sawdust and chips).  When we conducted field work the industry was 

running near capacity, drawing logs from a large working circle extending into Canada, Idaho 

and Montana. It is also the place of residence for many loggers and truckers who may work in 

adjoining counties. There are also several large diversified manufacturers who provide well-paid 

stable jobs that do not fluctuate with housing and lumber markets. 

Chewelah has attracted higher end retail and housing development associated with a ski area 

(49 Degrees North) and Chewelah Casino. The southern end of the county has become a 

commuter zone that adds to Spokane MSA employment, but draws some commuter income 

back to the Stevens County place of residence. Like most bedroom communities, Chewelah 

exhibits only basic services and convenience retail. 

Other notable features of the background economy (retail and service industries) are: 

 A weak construction sector that has not recovered from the recession.  Building permits 

dropped sharply in the recession and have not recovered. 
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 A strong government sector, providing administrative and regulatory services for the 

three-county region. 

 A predominance of proprietor owned as opposed to chain or franchise stores. 

 Relatively little evidence of new major investment in eating and drinking establishments 

and other tourist services. 

Data Source Notes 

BLS (Bureau of Labor Statistics) data is an accurate and timely source of data on "covered 

employees", but does not include self-insured workers or any proprietors.  Agricultural 

operations in particular do not hire "covered employees", so they are not reported in these 

statistics.  Agricultural operations are covered by the US Census of Agriculture, which regularly 

reports agriculture production and the number of operators. We have included that source 

information in our estimates of the ag sector. Likewise, loggers and log truckers are often not 

covered so we specifically survey this sector to make corrections. 

Smaller businesses predominate in the region.  These businesses are typically operated by a 

proprietor, family members and few "covered employees.  In Ferry County for example, the 

majority of jobs are associated with business owners. 

CBP (County Business Patterns) is a general census that provides data on the number of people 

working in various occupations.  It includes business owners. The main limitation of this data is 

incomplete and inaccurate reporting, particularly in small rural areas.  It is not uncommon for 

the public in these peripheral areas to not participate, resenting government "prying" and data 

collection.  CBP data is often suppressed to some extent where individual firm disclosure would 

result if data is reported. 

EMSI (Economic Modeling Systems Inc) developed a secondary data acquisition engine about 

fifteen years ago, with the author’s assistance. The engine uses mathematical algorithms to un-

suppress data. This author was subsequently funded by the Forest Service and the Oregon 

Department of Forestry to test the accuracy of this data. Data generated from the data engine 

was then field tested with a one-hundred percent field survey of businesses in small 

communities (under 500 population), where detailed surveys are possible. Our finding was that 

the EMSI data is useful for economic modeling of larger regions (greater population) with more 

diversified functional economies, but is inaccurate for dispersed rural communities such as 

most of those in northeastern Washington. One particular problem is that the data engine uses 

national coefficients to generate income and sales data and this often over-estimates local 

income and industry output. 




