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ABSTRACT 
 
The fluctuation of forestry economy is considered as an imperative issue in forestry
economy. In this paper, statistical description, Hodrick-Prescott Filter and Chow test are
applied to examine the short-run fluctuation and long-term fluctuation of annual growth
rate of output value of forestry in China with data covering 1993-2012. Empirical
evidence reveals there are five cycles which is associated with the average wave length up
to 3 years regarding to short-run analysis of forestry fluctuation. And two long-term
fluctuation of forestry economy, which is associated with Juglar cycle, can be recognized
based on Chow test. Moreover, it is shown that all fluctuation of forestry economy is in
accordance with implementation of forestry policy. With the purpose of promoting the
growth of output value of forestry, Chinese government needs to be extra careful in
implementing relevant investment policies. 
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 INTRODUCTION 
 
 Since the 1998 Yangtze River floods, China has undertaking a great economic transition of 
forestry. During this period, the design and implementation of forestry policies takes account of 
economic benefit, social benefit and ecological benefit. And the focus of public policy has gradually 
changed from promoting the production of wood to protecting the environment. Meanwhile, remarkable 
achievements in various aspects of Chinese forestry has been made from 1998 to 2012, including 
starting China six vital forestry projects in 1998, implementing collective forest tenure reform from 
2003 and building ecological civilization centered on forestry from 2012. More specifically, forestry 
investment over time has grown at a compound annual growth rate (CAGR) of about 27.49% which is 
more than that of the output value of forestry (10.77%) during the last 15 years in China. Nowadays, 
with the implementation of a series of policies which responses to the environmental crisis in 1998 and 
financial crisis in 2008, forestry sector has been becoming one of the newest drivers ofChinese 
economy. On one hand, environment continues to deteriorate in most part of China. With a serious 
shortage of forest,soil erosion and desertification, along with frequent natural disasters, have caused 
tremendous damage to theenvironment of China. On the other hand, with the acceleration of 
urbanization advancement in China, demand for forestry products is increasing rapidly. Taking demand 
for wood as an example, the output gap of wood production in China will keep extending according to 
ICBC’s report. More specifically, the wood production is 81.748 billion cubic meter in 2012 while the 
import of wood production is up to 75.785 billion cubic meter in the meantime. So this creates the 
importance of studying forestry economy. 
 Analysis on economic cycle, which has been widely used on many aspects of macro-economic, 
is an important way to find regular pattern and internal connection of an economy. Krupkina, Deryugina 
and Ponomarenko analyzed the cyclical fluctuation of GDPand pointed out the trend of output growth 
rates[1]. Nekarda and Ramey discussed cyclicality of markups in the private economy and manufacturing 
industries and suggested that markups are pro-cyclical conditional on a technology shockbut not the 
same on demand shocks[2]. Cui and Wan discussed the fluctuation of agricultural economy from 1987 to 
2010, which indicated that the characteristics of fluctuation of the output value of agriculture in China 
are of low volatility, low amplitude and high frequency. Regarding to forestry sector, Wen Su and Wen 
Ya-li studied the cyclical fluctuation in forestry economy and concluded that related policies, forestry 
industrial structure and forestry investment are major shocks and sources of forestry economic 
fluctuation. 
 The overwhelming majority of the aforementioned researches concentratedon the long-run 
fluctuation. However, the short-run fluctuation of forestry economy, as expressed by the cyclical 
fluctuations in economic activity, has not been fully examined yet. This creates the room for us to 
analyze the regular pattern and characteristics of forest economy in recent years. In this paper, business 
cycles are used as they are important tools to study the different behaviors of economy during the 
expansions and contractions; that is, they are components of the short-run fluctuations, according to 
Burns and Mitchell[3]. 
 In this paper, we carefully consider the issue about the characteristics of fluctuation of output 
value of forestry, examining the regular patterns and potential links of sectorial shocks and aggregate 
fluctuations. For the sake of aiding the policy design and implementation, our study focuses on China 
from 1998 to 2012 in a hope to provide more definitive evidence between forestry investment and the 
output value of forestry under the new background of forestry reform and ecological civilization 
building. 
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CONCLUSIONS 
 
 In this paper we examine the short-run fluctuation and long-term fluctuation of annual growth 
rate of output value of forestry in China with data covering 1993-2012. Regarding to short-run analysis 
of forestry fluctuation, there are five cycles which is associated with the average wave length up to 3 
years according to statistical description. As for long-term fluctuation, the trend and cyclical 
components of annual growth rate of output value of forestry are identified based on results of H-P 
Filter. Moreover, two long-term fluctuation of forestry economy, which is associated with Juglar cycle, 
can be recognized based on Chow test. 
 Our findings suggest that there are obvious fluctuations in forestry economy. Prior to 2002, 
forestry economy fluctuated drastically, which is mainly contributed by the implementation of China six 
vital forestry projects and limitation of timber harvesting from the 1998 Yangtze River floods. 
Nevertheless, relatively high frequent fluctuations of forestry economy are due to forestry tenure reform 
and transformation of business operational mode in forestry after 2003. With the purpose of promoting 
the growth of output value of forestry, Chinese government needs to be extra careful in implementing 
relevant investment policies. 
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