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Forest products trade

• Heavy use of spatial partial equilibrium methods (e.g., Takayama and 
Judge).  

• Significant focus on trade barriers/policies (e.g., Canada/US softwood 
Dispute)

• Econometric techniques used for:

• Estimating elasticities/calibration

• Testing assumptions (e.g., the law of one price/spatial integration)





Forest products trade – data-driven methods

• Gravity model

• VAR/GVAR

• Differentiated products (e.g., Armington/AIDS model)



Differentiate products 



Pricing to market

• Firms/regions have some market power.

• Mark-up over marginal cost

• Mark-up depends on elasticities

• Leads to price discrimination across regions (i.e., law of one price 
doesn’t hold)

• Pricing decision changes with changes in bilateral exchange rates





Empirical Model



Empirical Model – Panel of Export Prices



Data

• BC export data from Statistics Canada (1994 to 2015)

• Panel: logs, lumber, pulp by species and destination

• Real Exchange Rates – OECD and IMF Statistics









Conclusion 

• Widespread evidence of pricing-to-market behaviour

• Leads to price stabilization for most products and 
destinations

• Forest Economists need to catch up with “New Trade 
Theory”

• Also “New-New Trade Theory” (e.g., Firm-level analysis) 
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