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Derivation of Export/Import Functions for Forest Products Trade Using
FAO Data
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The problem of environmental conservation and timber products trade has been one of
the major issues in international meetings, e.g., WTO, where quantitative analysis using
trade models has been playing an important role in negotiations. In constructing the
trade models, it is necessary to have the export/import functions of the target products
in the target regions. These functions are derived by applying the price elasticity of the
corresponding export and import of the products. In this study, we estimate the price
elasticity of the export and import of timber products, where the sign test of the derived
elasticity is mainly implemented. There are ten target regions: Japan, developing countries
in Asia, North America, Central America, South America, East Europe, West Europe,
Oceania, Russia, and Africa. The target products are industrial logs, lumber, wooden
panels, chips and particles. The data source is the FAO statistics data on a monthly
basis from 1970 to 1999. We apply OLS, 2SLS, and 3SLS estimation methods to the log-
transformed linear functions. Furthermore, considering the effect of time-lagged variables,
the Almon lag model is also estimated. Our experiments show that if the results from
OLS are unsatisfactory for the sign test, none of the others, i.e., 2SLS, 3SLS and Almon
lag could outperform it. The supply side estimation would not be satisfactory in terms of
the sign test in most cases.

Key words: Trade structure of forest products, function of exports & imports, price elasticity,
econometric analysis.



