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ABSTRACT

The application of trade change tariff policies has attracted particular attention in recent decades,
especially in developing countries. Due to the increasing demand for wood products in the country
and the limited domestic resources, timber and wood products import is very important. Among the
domestic policies that are evident in the timber market, there are tariff and non-tariff barriers. In
this study, the effects of reducing timber and wood tariffs on GDP and imports of economic sectors
have been evaluated based on a computable general equilibrium model. This model is based on the
microeconomic Data Matrix of 2016. The results indicated that import tariffs for timber and timber
imports increased imports of wood, wood products, GDP and welfare. Therefore, timber import
tariffs are recommended based on a time schedule. In this program, it is necessary to consider some
issues such as relationships between wood types and the possibility of adaptation of affiliated
industries.
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Introduction

Forests have economic and environmental values to such a degree that they are the main source
of income in some countries, and their economies depend on forest resources. Increasing human
populations, diversity of human needs and avidity, especially after the industrial revolution, has
endangered the balance and proportion of human presence in these areas and created a lot of
pressure. Wood is one of the income-generating products and is important because of its relation to
agriculture. In the global economy, timber is equivalent to many other valuable raw materials such
as coal, iron, and oil and for this reason, nowadays the price of wood is more suitable than in the
past. The prices are increasing because of successive demand, weakness in its production resources.
Unique characteristics and features of wood create a wide range of usage in our lives. Due to the
numerous applications of timber nowadays, there is much demand for wood and its products in our
country and most parts of the world. Wood as a basic raw material can play a significant role in the
prosperity of industries to such an extent that wood consumption can be considered one of the
criteria of progress and civilization. Consumption of wood, paper, and its products have a direct
relationship with the culture and are the criteria for the development of human societies. Tariff
reduction as a means of facilitating imports leads to lower import prices, lower demand for
domestically produced goods, and increased demand for imported goods. Given the increasing
demand for wood and wood products and the role that wood imports can play in supplying
domestic demand and reducing the pressure on forests in the country, reducing import barriers can
have significant welfare implications.
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Materials and Methods

The analytical instrument of the study is a static CGE. Our Small Open Economy (SOE) model is
designed for tariff reduction scenario analysis with large sectors. The model is a constant return to
scale general equilibrium and uses Social Accounting Matrix (SAM) data. Explanations of the
equations may be found in de Melo and Tarr (1992); McDonald et al. (2007); Beghin et al. (2002)
and Farajzadeh and Bakhshoodeh (2017). We developed a static small open economy model. The
main objective of the present study was to analyze the economic impacts of tariff reduction
scenario on all wood subsector and production sectors of Iran. Simulation models have many
limitations. For example, there is no certainty about the form of the function in these models. Also,
intersectoral relationships are not considered in these models. Besides, adapting the simulation
model to a particular plant could cause problems with control tests and lead to underestimating
farm profits (Mandelson, 2001). For calibration, product simulation models need to record growth
measurements, product performance, and information regarding climate, soil, and product
management. Such information is not easily available in many developing countries. Product
simulation models are commonly used for specific products (Ghahremani et al., 2015). Goods are
produced using primary factors and intermediate inputs based on the Leontief production structure
and a constant return to scale technology in a perfectly competitive environment. Primary factors
which are perfectly mobile include unskilled and skilled labor and capital. Goods used as
intermediate inputs are an Armington composite of domestic and imported goods. Iran has a small
economy, therefore the world prices of imported and exported goods are fixed in the country. The
outputs of all sectors are distributed between domestic and foreign markets, which are determined
by constant elasticity of transformation (CET) function. Government revenues from crude oil,
mining products, import tariffs, and exogenous lump-sum taxes finance demand for goods and
services, transfers to households, subsidies to energy products and food items. The exchange rate in
the model also fixed and foreign capital inflow adjusts such that balances the value of exports and
imports. This assumption is emphasized in Iranian CGE-based studies of Khoshakhlagh and
Mousavi Mohseni (2006) and Behboodi (2008) as it is more compatible with Iranian economy
reality since Iranian government is the main supplier of foreign exchange and has significant
control over the exchange rate. The model specification described is a standard applied general
equilibrium model. At the equilibrium, each industry gains zero profits, the budget constraint is
satisfied and for goods in each industry, the demand is equal to the supply. There is also an external
trade balance. Household utility functions are assumed to be Stone-Geary or linear expenditure
system consisting of subsistence and discretionary demand.

Result and Discussion

The results show that tariff reductions are associated with increased imports and national income.
But the level of activity of the wood and wood products sector is decreasing. This pattern of
consumption shows that there is a difference between imported and domestic wood, each of which
provides a part of the domestic demand. The results showed that the tariff reduction of wood and
wood products increased GDP. With the decline in the tariff for wood and wood products, the price
of imported substitute goods has fallen relative to its domestic counterpart, and thus the demand for
domestic goods (assuming the goods are identical) can be expected to decline. Decreasing the
prices of these products, thereby increasing their competitiveness and placing them in the
production process as an intermediary input can lead to an increase in domestic production and thus
to GDP. Therefore, it is recommended to reduce tariffs on timber imports on a timely basis. In this
timeline, it is necessary to consider such relationships as the types of wood and the likelihood of
matching industries.
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period 1374-1392

. I"B AN [
9l T ULE (o)
03 (Qo,0) ouls glo)lg PB . JLM'
(322) half- Imported '
Final processed raw wood
wood wood
6.67 0.73 5 1374
7.45 1.91 5 1375
19.99 3.30 5 1376
18.23 1.60 5.04 1377
25.37 56.77 10.02 1378
19.56 40.53 10 1379
21.97 32.46 13.85 1380
1.62 4,92 1.11 1381
7.55 10.16 5 1382
11.42 9.01 4 1383
6.75 8.76 4 1384
7.78 17.91 4 1385
6.31 18.20 4 1386
8.03 22.96 4 1387
7.87 25.8 4 1388
16.31 11.14 4.8 1389
7.66 19.49 4.8 1390
9.10 20.94 4.8 1391
9.10 20.94 4.8 1392
11.81 17.23 5.43 Oeiile
Average
Lz 8yl
6.38 14.14 2.77 i
T
0.55 0.82 0.51 ’E"V' e

03,9058 g g abyad rals Ol S awlre gl

uuL....v‘ » NG W U"’)‘)f (‘ﬂ) JQ.\? PR cd ‘_gl.b
Doz (S5 Ay all &5 350 plo OlEi oo
oo ol Sloly Gl cely pez glwesysl 3
9 L 43).5!.: w.mlf Ui:éu)l.&cb o o.\io)f
ol cedd pad ol el sz sleesyl
el 0 o] Gloles iolisl woles jo g Waos,gl 3
Gl b 5o ez loes gl 8 5 ooz Doyl a3l
Gl o0l Cawsdds +/AAF Jolao ad,a3 5 jusSpae 4
ol 65 sl 5 4,05 JalS Bis Sl oy o oS
Sibles a4 col sswelcwwsas VY Jolw als

bl o peite plu s 5eds 055 o peite ool 5|
ol odalie B 398 Loy, o a5
95 &35 o b5l Gdon cnl 5o LS 9590 slaesls
el 00 gl Bl GlabuliS bl 5 ol pl Ll 55 5
aS VA0 Jlo 0,5 sosls o jle 3l aslllas ol o
Ay ool —ools Jeao lociiy sleools saly 5
&l ooliwools Jauz .l ol oolatuwl woays,S
O5) i A8 Glaw) YIS VY clls 1¥R0 Lo
s Jolw Jow a5 il S5 a4 e ol (
= GAMS (5316 5 )5 dslllas cpl jo dilxe LB

el 005 2l

o g b

S pae 28 L Joe oyl )y ddllae opl o
PINIPITE BULISSIFIPRETE RS TR U
Ol Nedee 0l g s ol sla i
2olie 5 a8)S ol Loe oliw Ol gL
ool amlio lp @lioe Olpear O sloyalil
2 88 aales 13 e gom glag b 5o
5 or i slaog S Sl jly 48,85 25 (V) Sy
)55 s ooy Sl 00l Ll sz loes g8
oz &5 weoee plis Gy slacgz elyl (S8
b 53 doyd VWWIVY wpns aSilio b Sl abanls
|, a5 ¢y onSlee ooVl 1FYEIYAY gla Lo
Al ez A F 5 Ol oo el 0oy T
oz A8 Olpess a5 wes se lis (¢10Y) Shjlg
Slo)ly Gl 2 5 09,5 95 4 S (7S Sl pl
Jobe (292 09,5 (nl 48,85 5 (eSle BL il
o 2l sz 09,5 slp el Cawd 4w,y BIFY
5 2oy WWAY oy @ Slpesd a5 Sl

RO PR VSRR IATA
Lice 5gn i o 0k g ytane SleMbl bl
Yool Gloesysl 5 ooz s 4y 5 (:Sile
sl b gpybow 5l Gyl w85 LA )0 oo
Fooigowo, Frowns, o Ve LialS Ohgod gl
Gy yai adyai (gho)d Vet Zuled)d g Ar g e

ol 00



AN

5 sy lio 3y, 4 (21 5 Sl lees 513
5 97 Soodygld 5 sz sl (o SLolEs sl
Qilgd oo gl Sgge () Az AT el S5 AElS
Sow Sl il ) Fi prels g Jeal il
5 )9S b ghe Jop Ly 4 4y b0
W, Bi> (o Banl slp sle pl Li> coenl
g Bl mlie jl clley als 4 Wl o (ST
4 GIA Sl o ioli8l 4 sl S a4 p3Y 0gd yaie
ol sleesysld 5 ooz Sljly Jls g5Le S5T il
Shesl e sl aS ol ol Blos Ll s
el 00,5l 34l Jlo
G, Ve pals b oas ols olis b weulys o
-oy8 5 ooz it ady e (liee oy adyes
a8,xi wo,o Ve gl g el Ll ioldl pex slo
oo adgl maw sas 0 YIAS als cels Sl
Cewday @l Bl S5do0 sz slaesyslt g wsx
w97 sbooyslt 5 wsr (i coled gl ol
-0 ol alS b g alidl lal o A5l
aS asl opl gl b Wl e aidl ol cde il
slros gl 3 g Ly Syl gawo,e Yo ad s alS
Slalauly YIS Sloyly ol a5 0gd oo el ]
Ded ol Ul adel e i 0 g iuli8l Cgx
‘Q—‘ 6&09)51)5 9 L= GL'}‘.) ..\.J}.: wmlf J.:Jb Lol
Gowo,d Voo ol U ad e gouo,o Foomals 5l as
il (L slajls el s jo g oad (5,90 ,8
sl ooysld o il paS a4 S el ol
Ban 4 gliws Gl plple ols LBl g Shs g
My jshie 4 )eiS s sl K p jlid pals
- b sl 03 gz slrod sl B g syl 4z e
S o ol ogh aile,y olbjly b S ek
<!, Guan and Kwee (2019) saxlllas o a5 el
b 5 s gals o] Jlisa 5 A3l odg

JOUN PRVPER JUEY

wipez Do jly (S a8 a8 xi alS g obsl i Kes g ool Slal

5 wsx Sloyly 0wy TV Tos.» Sl
wilse 97 slros sl

Doz Uiy 48,a RelS b &S aed e lis il
Ol 5 gt ple Slojly a9z gleesyslyd g
0l Lo sgplw )0 Saim jeba Sl il
Cewddy +/19) Jolre (golaidl slaizn sl Ols)lg
=03,9l,8 9 gz adpas JalS B 5l o a5 ol o0l
VEYY 4 ialidl as s YIV L el ol o9z sl
s M s a5 el gl eag,
rloadss joahuly VI plyie 4 ooz sloes sl
5 sz I ly Ll dA S e i glayl b iy
olsie 4 ooyl 8 ol (28,5 )18 5 sz sloes sl 8
5 i ple g, 4 Wl oo adg a2 )0 eoly
3logd e 3w oyl Olsly slolas il ass (o
T lacd 5 e welps gl Sloly S g5
cotls Sl ol o oo aslys ilidl b di) sl e
oS il ohen Ll b o b ide e sy oS
Guan and Kwee  adllbe zls b gilas gls o0
el (2019)

48,25 mals as col ] 5l S (V) Jgo b
Sl Gl el asr slees sl g s i
gz Uit by ialS b sl s, S Lo allsl
Sy il GV cad gz sleesysli g
g ol a8l alS 0g5 2o slien Y 4 s
VS ol Lol a5 sl Wil ol oo ez o
olyer als b (YIS (39 0LSo (22 L) b
Ol a0 g osygld nl Cad el il
- o anl e gl (i85 8 s sl <,
ol A e Wl slalauly ooled Ko lse
4005 (o (allBl adgs st jo g (Al ol
Wy )0 et pae g Lo oyl o S0 b
o AL sdg sz sleeoysld g gz (ST
el o daslne U, 5, 15 VYEE/SAS Jolas
oho AL a5 48,05 fiae 53 woys Ve talS L
L i oy o Gial3dl U, 0,bes Slm YEY o /E05 o
R S &g e g abnly s a8y S
09,5 oy Ll ped Ul Lol e
On el Ol 4 ag by pBauslols



\f” sf O)Lo..b OHY-Y o)sb U‘)"‘ ‘5))51.“5 my5¢W| g_JLa...mdl?m AQY
A 050 slayuite ooz glo 00,518 5 oz ok ab i £y halS il Y Jga
Table 3: Impact of tariff rate reduction on wood and wood products on desired variables
e o o5 al 5 o S I o 03913 5 ooz el )0
08,513 5 Loz iy SEOS s wT b i
) 9> . el RS WU TS
57 sl m :rf of Importing Level of o
Tariff for wood P other sectors production of -
wood and Income
and wood products wood and
wood products
wood products
. salS
20T B 0.996 0.991 1 7344.68
decrease 0%
Y. gals
e T o 0.647 0.949 3.864 7349.60
decrease 20%
fo sals
Ere T o2 0.785 0.977 2.313 7354.54
decrease 40%
fe gals
S22 7T B 0.941 0.985 1.246 7366.178
decrease 60%
a2y e pels 1.142 1.017 1 7373217
decrease 60%
e cals
ey e e 1.403 1.032 1 7430.406
decrease 100%
Gl RS gl g 0580 a7 sedysTd s wsr oliiions 9 (6 5 i

5 o7 sbaosysld Sloly (Ll el by tals
e 0lS s 5o 5 J515 i e T o
GealS L0 Oleds 00 5 o o opl jo cudled
plas’ o LBl 5 Slojly ez clsjly a8 e ol
S o ool S o o | SIS S i
g abholy sleosr wdy sy 5 Slo)ly pb sz
P ooz 299 b S5 plgioe wgy00 B0 2l
ail 3 Brae osllas oS gemia o (65518 IS
Ol Wlgiee (So)ly pls ooz dA g 3)ls S92
2 o ol culld mhae g all J3b pls gz
slppiin @mls olul y plpls aes S 1) 5l
e gl Gl lpese 4 axg b oS ogdioe
GalS 4wy s Soclas opizen 5 b S
Dlolg 43,05 39 oo drogi (S sl fSix p Lad
ol ol el Gloy el o elel ooz
Gl G asle (6o lse cnl oY Sley sl
adyx5 el Al 5.8 )15 args 950 atily mlio
23 el & Sler 0yl et SLl Gl

Olosle & g 9 (b Gl Cou 4 4z L
Coedl & azg by 3l sl o Sk o )bs
S oS Wy als g 5988 sla Sl cibee 5k
5 S Glol b caz o )l Glyiee
Sl Sgs eiS oKz 5l ag) o cdlsy als
s JA 0] Jeea | catio Sloladl aie; ool yo
ol Jlasl 51 86 ol SIS ey 5 ol
(Lo cilsy ol 5 ad,w mals) bowlw
b asl oL il @y st clotal, Wiy
4 e el sl Caslew Jlosl b ileny
Sl gy yobaieds canlllan ol [0 05,51 sy |y
A ooldinl soges Jolai Jow I gz adyas ialS
Llinl (g abols gl 4 ax g b ool
5 ke dalyo (aoli8l g @ls g a8 ya5 alS aS o S
Jlioay 1) solaidl slagy plo 5 (idu cpl Ol
S S 58S cel (] Sl il coeizmen 0yl
Slsi slalavly GYB plgisa pls Gz Sloly il
i el gl Gl el gy slees,sl,d



AQY wipez Do jly (S a8 a8 xi alS g obsl i Kes g ool Slal

JES e adg anl e Gloly slacsr 5l e Pl S ee W bl ul o Cagas Cu
)\b |) @5} 6[@00)9—‘)3 9 L9 ulo)‘g 43).’; w.ﬁbls MLQ GaLQWLw U‘?”GA culal.u )O w‘ u...o.ﬁb‘
2 OISl 4 5508 Sl 5l Cibio el jglate & gz el axwgs slag b 5l Coles
2,5 olpiiey do e oy I Jeal oy oyl b g pex bl 5l ciso
ool Cpz )0 wlio s al § )5iS slo JSox

REFERENCES
1. Adeli, K. (2011). Study of Wood Market and Planning of Forest Harvesting Based on Sustainable

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Development Principle in Iran. PhD Thesis. Sari School of Natural Resources. Ph.D. Dissertation. Natural
Resources School of Agricultural and Natural Resources University of Sari, Iran.

Bafandeh, S., & Rastin, M. (2013). The Impact of the Import Tariff Rate on Wood and Paper Industry
Export. Journal of Applied Economics Studies in Iran, 2(7), 129-151.

Banerjee, O., & Alavalapati, J. (2009). A computable general equilibrium analysis of forest concessions
in Brazil. Forest Policy and Economics, 11(4), 244-252.

Brooks, D.J, Ferrente, J., Haverkamp. W., & Langea. D. (2004). Economic and Environmental Traiff
Liberalization in the forest products sector, published by U.S. Dpartment of Agriculture, Forest service
August2001, 74p.

Chunquan, Z.H., Talor, R. & Guogqiang, F. (2004). Chnia‘s wood market, trade and the environment
science Press USA Inc, 81p.

CIEL, (1999). Assessing the Effects on Forests of Proposed Trade Liberalization in the forest product
sector, Federal Reigister, 64 Fed. Reg 34304-306.

Gan, J. (2004). Effects of China’s WTO accession on global forest product trade. Forest policy and
Economics, 6(6), 509-519.

Guan, Zh. & Kwee, J. (2019). The Restricting Effects of Forest Certification on the International Trade of
Wood Products. Journal of Sustainable Forestry, 39.

. Javanbakht, A., & Salami, H. (2010). The Effect of Omitting Subsidies in Agriculture and in Its Related

Industries on Households and on the Economic Variables: An Analysis in the Framework of General
Equilibrium. Iranian Journal of Agricultural Economics and Development Research, 4, 2-40.

Khosravi, Sh., Maleknia, R. Adeli, K., Mohseni, R. & Hodges, D. (2018). The effects of globalization on
the imports of wood products in Iran. Journal of Forest Economics, 32, 116-122.

Kolesnikova, A. V. (2013). Analysis of influence of customs tariff policy in forest for the Russian
federation forestry development border to China region. Modern Research of Social Problems, 7, 1-11.
Kowero, G. & Mabugu, R. (2006). Macroeconomic policies and industrial wood processing and trade in
Zimbabwe. Forest policy and Economics, 22-34.

Layani, G.H., & Esmaeili, A. (2016). Welfare impacts of tariff reduction of imported wood in Iran:
Application of Quadratic Almost Ideal Demand System. Iranian Journal of Agricultural Economics and
Development, 47(2), 271-284 (In Farsi).

Layani, GH. (2013). Economic Analysis of Wood Import to Iran. M.Sc. Thesis, Agricultural Economics.
Shiraz University.

Shahnooshi, N. (2016). Assessment of socio - economic effects of targeted subsidies law of energy
carriers. Iranian Journal of Agricultural Economics and Development Research, 46(4), 669-686. doi:
10.22059/ijaedr.2016.58023.

Shamekhi, T. & Mir Mohammadi. (2012). Challenges of Iranian forests and rangelands and suggestions
for resolving problems. Strategic Report of Economic Research Deputy, 150, 1-131.

Shoeibi, S.H., Heshmatolvaezin, S.M., Amiri, S. & Shamekhi, T. (2010). Impact of wood import tariff on
illegal wood logging in Northern Caspian Forests, Iranian Journal of Forest, 2(1), 1-13 (In Farsi).

Zhu, Sh., Buongiorno, J. and Brooks, D.J. (2001). Effects of accelerated tariff liberalization on the forest
products sector: a global modeling approach. Forest policy and Economics, 4, 57-78.

Zoghipour, A., & Zibaei, M. (2010). Effects of Trade Liberalization on Key Variables of Agricultural
Sector in Iran: Computable General Equilibrium. Agricultural Economics, 3(4), 67-93.



