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Substitution elasticity and dependency of wool import in
China based on Armington model

GUO Yanjing, XIAO Haifeng”
(College of Economics and Management, China Agricultural University, Beijing 100083, China)

Abstract The aims of this study were to understand the impact of wool imports on domestic wool production and the
reliance of different import source countries of Chinese wool. Firstly, the Armington model was introduced to measure
the import substitution elasticity of China’ s wool import source countries from 2000 to 2019. The export output
elasticity measurement method was then applied to analyze the dependence of different wool import source countries.
The results show that: The homogeneity between domestic wool and imported wool is low, and the substitutability is
small; From the perspective of import sources, New Zealand wool import has less substitution elasticity for domestic
wool, while Uruguay and other imported source countries have greater substitution elasticity for domestic wool.
However, the substitution elasticity of imported wool from Australia and South Africa for domestic wool is not
significant. From the perspective of the dependence of different import source countries, among the main import source
countries, Australia, New Zealand, the United Kingdom, and South Africa are relatively rich in wool production
resources, and the current wool export output elasticity of New Zealand and South Africa is greater than 1. The supply
potential is great, but the current wool export output elasticity of Australia, the United Kingdom and other countries is

less than 1; Among the non-main import source countries. Argentina’ s wool production resources are relatively
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abundant and the wool export output elasticity value has been increasing in recent years, and Peru’s wool production.

Although the resources are relatively general, the output elasticity of wool export is greater than 1. To ensure the safety

of wool supply, China should actively expand new wool import channels while maintaining good cooperative relations

with traditional wool importing countries, establish diversified import channels, increase protection of high-quality sheep

breeds, and increase domestic wool production and quality.

Keywords wool; import dependence; substitution elasticity; export output elasticity
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Table 1 Comparison of estimation results of regression models
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Variable Model 1 Model 2 Model 3
—2.86""
a
(—36.68)
Dy; QRIS . 1) HE 18042 &) 1,90 177
Dummy variables in Australia (8.25) (9.05)
D,; GH oY 2 19 i 028 1) 0. 04 0.10
Dummy variables in New Zealand (0.3D) (0.98)
Dy, (R A 9 M 48042 1D —1.58" —2.94
Dummy variables in South Africa (—5.28) (—3.68)
Dy (57 2 1) J 00 A2 1) —1.65" —1.28"
Dummy variables in Uruguay (—9.8D) (—6.66)
Dy, X, QBRI FI 2 B B A X 46 22 4k 28D 0.16 —1.90"
The relative price change rate of Australian wool (0.87) (—12.42)
Do X, GBIV 22 3 36 (1 A8 X M 4% A2 Tk 32D 0.36 —0.18
The relative price change rate of New Zealand wool (2.83) (—0.76)
Dy X (R AR 3 B WA f 45 A2 Ak 3O —1.48 1,87
The relative price change rate of South African wool (—1.47) (5.54)
D X, (547 32 5 36 1 A X A 78 Ak 252D 121 3,33
The relative price change rate of Uruguayan wool (3.14) (8.49)
D5 X, (GLAlb [ 53 B A X A0 45 28 Ak 32D 1.20™ 1,46
The relative price change rate of wool in other countries (3.26) (3.69)
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Table 2 Export output elasticity of China’s wool”s main import source countries

and non-main import source countries

EES 4y Year
Country 2015 2016 2017 2018 2019
WK FIT Australia 1 0.99 0.98 0.84 0. 87
7622 New Zealand 1 0. 87 0. 89 1.00 1.01
mdE South Africa 1 0. 95 1. 28 1.16 1. 05
B R
o 557 E Uruguay 1 0.73 0.85 0.90 0.71
Main import source
country 527 [ Mongolia 1 1. 24 1.43 1. 10 1. 35
J2[E United Kingdom 1 0.98 1. 06 0. 86 0. 80
+ B H Turkey 1 0.73 1.47 1. 64 0.62
W5 5% 5e 730 Kazakhstan 1 1.32 2. 17 2. 10 0.56
& & Hr Russia 1 0.58 0.92 0. 89 0. 44
e = ORI
o P He%E Argentina 1 1.53 0. 88 0. 85 0.92
Non-main import source
country Fh € Peru 1 0. 85 1. 18 1. 45 1.08
B Py Brazil 1 0. 83 0. 80 0.97 1. 06
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