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A Study on the Estimating Functions of
Price and Domestic Consumption of
Chestnut in South Korea™*!

Jun-Heon Jeon - Sang-Sik Lee*?

ABSTRACT

This study was carried out to estimate price and domestic consumption functions of chestnut

using time series data for the period 1970~ 1989.

Using a regression éﬁaldy"s'is method, price and domestic consumption functions of chestnut in

Korea are estimated.

The result of this study reveals that the optimum function of price for chestnut is PR=—249.
33965 + 163532.56817 EX /POP —4,10177 PD+4.02877 DC+6056.98339 GDP /POP(R2=(.88207),
and that optimum function of domestic consumption for chestnut is In DC=14.97145-+1.48279 In
PD/POP — 0.32853 In GDP - 0.02337 In PR — 0.12117 In EX(R?2==0.98689).

On the ground that instability of prices make the income of producer and family finances of con-
sumer unstable, the object of price-policy should be to stabilize price of chestnut in Korea.
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Table 1. Original data used in parameter estimation
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Population G.D. P. A P!

Product Export D. C.*?

*3
Year (1000) (billion) (ha) Y N . V0
1970 32041 24812.8 10468 2333 2 2311 145
1971 32883 27112.5 19735 2784 16 2772 15.8
1972 33505 28563.9 11400 2905 16 2859 18.0
1973 34103 32432, 15965 2949 56 2803 19.3
1974 34692 35117.1 17890 3449 10 3438 7.4
1975 35081 37620.8 23503 7607 2 7674 34.6
1976 35849 42470.6 37755 8811 480 8331 38.8
1977 36412 46749.2 26758 18969 2001 16965 2.3
1978 36969 51288.7 16460 26494 1691 24803 7.3
1979 37534 55181.5 7985 41031 8512 32519 5.1
1980 38124 53988.7 2060 42896 17798 25028 78.0
1981 38723 57615.4 1836 62950 16496 46453 93.9
1982 39306 61820.9 2310 66153 14954 51198 8.2
1983 39910 75606.4 2742 72000 22970 49030 98.4
1084 40406 75606.4 1917 66000 27979 38021 499,1
1985 40806 80846.9 1557 72000 23504 48406 100.0
1986 41184 90867.8 1300 58411 30053 28358 98.5
1987 41575 101803.5 1400 57047 38549 21198 99.0
1988 41975 113492.2 1200 77652 10015 57637 101.7
1989 42380 120477.2 1000 78752 34762 434950 103.2
““ A P. = Area planted

*2 D, C. == Domestic consumption
*3> W. P. I. = Wholesale price index(1985=-100)
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Table 2. Correlation matrix for analyzing data of che stnut

Classifi- PD In . In
e In DC SDP /P PR p
cation POP  PDPOP " GDP/ GDP POP In PR

PD/POP 1.00000
INPD/POP 95554 1.00000

DC 94931 91389 1.00000

In BC 93420 .98591 94376 1.00000

GDP /POP 91624 85200 . 76509 78413 1.00000

InGDP /POP 94972  .96775 .85611 -93056 93270 1.00000

PR .86607  .87640 .79846 .83231 .76684 .86922 1.00000

INPR .88511  .95325 .83642 .93289 .78635 .94691 .93449 1.00000

Table 3. Estimating function for price of chestnut,

Variable Parameter estxmate Standard error T vaiue

Intercept 1158.99728 559.1809 2.0727

PD/POP 12517.26241 4046.9476 3.0930 *2

DC ~0.21780 0.1009 ~2.1585"!

GDP /POP ~3225.30671 15114256 ~2.1340 "
R?=0.80987 F value=22.718* Durbin ~ Watson=1.485

*1 = Different from zero at 5 % signifiicane level Description of Variables
= Different from zero at 1 % signifiicane level
PD /PDP==Product quantity of chestnut per person(M /T),
DC=Domestic consumption quantity of chestnut(M?T)
GDP /POP=Real GDP per capita(Won). GDP per capita / Wholesale price index
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Fig. 2. Actual and predicted price of chestnut
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Table 4. Estimating function for domestic consumption of chestnut.
Variable Parameter estimate Standard error T value

Intercept G.99498 1.0958 9.1215*2

In PD /POP 1.18738 0.1378 8.6165*

In GDP /POP -0,39733 0.1513 —2.628*1

in PR 0.02822 0.1316 0.2144

R2=(,98082 F Value=272.709"** Durbin — Watson=1.288

*1 = Different from zero at 5 % signifiicane level description of variables

*2 == Different from zero at 1 % signifiicane level

PD /PDP =Product quantity of chestnut per person(M /T)
GDP /POP =Real GDP per capita{ Won), GDP per capita /wholesale price index
PR=Real price of chestnut(Won /20 1), price of chestnut /wholesale price index
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