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Executive Summary
The paper presents an econometric analysis of the timber supply in eight North-Western European countries. For each country, the time series covers the years 1980 - 2006. Analysed explanatory variables are roundwood (log) price, real rate of interest and the growing stock. Different linear and log-linear models were tried, with common and individual slope and intercept coefficients, in addition to models where the countries were grouped. In the completely homogeneous models, we did not obtain significant price estimate, neither in the partly heterogeneous (with common slope coefficients and country-specific intercept) log-lin models. However, in the partly heterogeneous linear models, use of inverse FE (Fixed Effects) models gave positive and significant coefficients of price (0.25). The OLS and GLS estimators of the partly heterogeneous models are not consistent due to correlation between the explanatory variables and the latent country-specific effect. OLS estimation of the fully heterogeneous model resulted in wrong sign of many estimates. Dividing the countries into four groups gave

significance of seven of the eight estimates, but unlikely high growing stock coefficient estimates (up to 2.16). Grouping the countries into two groups did not give significant price estimates, but more likely estimates of growing stock coefficients (circa 1.00).
