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Study on Xinjiang cotton supply response under the target price policy
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Abstract To explore the impact of the target price subsidy policy on cotton production in Xinjiang, and to understand
the response of cotton production to sale prices and target price subsidies, an expanded Nerlove model was
established based on the panel data of cotton production and the prices information from 20 cotton producing counties in
Xinjiang over the past 10 years. The target price subsidy was introduced in the model, and system GMM estimation
method was employed to study the Xinjiang cotton supply response and the main influencing factors under the policy.

The results showed that: The target price subsidy had a positive impact on the cotton sown area with an elasticity
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coefficient of 0.068; The cotton sales price of the previous period had a positive effect on the cotton sown area with
short-term price elasticity of 0.627 and long-term price elasticity of 4.834; The cotton sown area of the previous period
had a positive effect on the cotton sown area, and the elasticity coefficient was 0.870; The cotton production cost and
price of cotton substitute crop in the previous period had a negative impact on the cotton sown area, but the results did
not pass the significance test; Agricultural water consumption had a negative impact on cotton sown area, and the
results also did not pass the significance test; The time trend variable had a negative impact on cotton sown area,
which might be the negative effect of Xinjiang’s agricultural industry policy of vigorously developing fruits in recent
years. The research showed that the expected profit of cotton planting was the first factor that affects the cotton
farmers’ planting decision. The cotton farmers determined the expected profit of cotton planting based on the cotton
sales price and target price subsidy of the previous periods and determine the cotton sown area. The adjustment of
planting was relatively slow, and the planting decision was greatly affected by the early stage, and the production and
planting situation could not be adjusted in time according to the market change. In the long run, the development of

cotton sown area in Xinjiang is likely to continue to decline due to the dual constraints of water resources management

policies and fruit development.

Keywords cotton sown area; supply response; target price policy; price fluctuations
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Table 1 Descriptive statistical analysis of main variables
% LR iva ¥IE b1 2 /M N IE]

Variable Unit Mean Standard deviation Minimum Maximum
i AE 4% Fob 1T AR khm® 33. 69 31. 24 0.13 119. 55
Cotton sown area
Hi A€ B kg/hm? 1 736.09 286. 26 1123.05 2 328.00
Cotton yield
AL B B i Jo/t 16 260. 67 3 736. 80 10 245. 60 25 681. 40
Cotton sale price
A AL B A A JG/hm 27 539.53 7 343.92 11 432.55 43 463. 25
Cotton production cost
B B A% TG/t 1 965. 35 299. 88 1 234,60 2 628. 60
Alternative crop price
H #5405 #h I JG/hm? 2 653.89 3192. 83 1.00 11 417.02
Target price subsidy
Al K & m®/hm? 13 026 4 976 3641 25 468
Agricultural water consumption
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Table 2 Estimated results of Xinjiang cotton supply response model
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