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An Estimation of China Export Price and Income Elasticity during

Its Persistent Surplus Period

——Based on a Simultaneous Equations Model Analysis

JU Shan
(School of International Trade, Shandong University of Finance and Economics, Jinan 250014, China)

Abstract ; China’ s merchandise trade surplus has been lasting for 20 years, and the effect of export merchan-
dise price and the income change of the main trade partner countries on the changes of China export demand is an
important aspect for judging the sustainability of China merchandise trade surplus. This paper, by taking as sample
the data between the second quarter of 1999 to the fourth quarter of 2012 and by constructing the simultaneous equa-
tions model while taking supply and demand into consideration, estimates via Simultaneous Equations Model China
export price and income elasticity during its persistent surplus period. The results show that in the short term the de-
mand price elasticity and the demand income elasticity are — 1. 156 and 1. 044 respectively while in the long term
they are —3.803 and 3. 434 respectively. The estimation results indicate that the price increase in China export mer-
chandise and the income decrease in the six trade partner countries will reduce the returns of China export merchan-
dise, which possesses a significant reference value for China to adjust the policies concerning RMB exchange rate
and export tax rebate.

Key words: export price elasticity; export income elasticity ; simultaneous equations model ; surplus
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