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Abstract 

U.S . cotton exports accounted for over 50 percent of 
U.S . cotton sold dur i ng 1986-1990. However, e xports 
fluctuated from year to year in both quantity and U. S. 
foreign market shares . A market share model was used to 
estimate U.S. market share responsiveness to export price 
in nine major U.S. cotton importing regions . The model 
indicated that relative U.S. export prices had a 
significant i mpact on U. S. export market shares. U.S. 
cotton importing regions rev ealed different degrees of 
sensitiveness across countri es to given changes i n the 
relative prices. This study suggests that U.S. market 
shares could be increased by adopting specific market i ng 
strategies for different U. S . cotton importing regi ons. 

Introduction 

Exports have a significant impact on the determination 
of domestic cotton pri ces, farm incomes and government 
costs. Over the three decades (1960-1990), U.S . cotton 
exports were characterized by large fluctuations and 
increasing trend. The annual U.S. exports over the 1961-
1988 ranged from a high of 9.2 million bales to a low of 
2.0 million bales. The average annual exports increased 
from 4 . 0 million bales in the 1960s to 5.8 million bales 
in the 1980s. 

These large annual fluctuations and the upward trend in 
U.S. cotton exports correspond to changes in U. S . market 
shares in the world cotton trade ( Figure 1). The U.S. 
market share in world cotton exports ranged from a high 
of 40 percent of total world exports to a low of less 
than 10 percent. The average annual U.S. market shares 
of world cotton trade increased from 23.5 percent in the 
1960's to 27.0 percent in the 1980's. 

Changes in the U.S. market shares across the major U.S. 
cotton importing regions varied between 1961 and 1988. 
While the annual market share fluctuated in all regions, 
the average U.S. market share increased in some regions 
and decreased in others. For example, the U.S. cotton 
market share in Japan , the largest U.S. cotton importer, 
ranged between 19.1 and 52 . 5 percent, with the average 
annual market share increasing from 29.1 percent in the 
1960s to 32 . 8 percent in the 1970s and reaching 40.9 
percent in the 19809. The U.S. market share in south 
Korea, the second largest U.S. cotton importer, in 
contrast, ranged from 35.1 percent to 100 percent, with 
the average market share declining from 99.2 percent in 
the 1960s to 95.4 percent in the 1970s and to 74.1 
percent in the 1980s. The U.S. market share in the 
European Economic community (EEC) ranged from 8.6 percent 
to 28.3 percent with the average market share falling 
from 16.9 percent in the 1960's to 13.4 percent in the 
1970s and followed by an increase to 15.9 percent in the 
1980s. 

Sirhan and Johnson (1971) developed an econometric 
model for studying U. s. cotton market shares in the 
United Kingdom and West Germany using 1953-1967 data . 
U.S. market shares were regressed on lagged one period 
market shares and a price ratio of U. S. cotton prices to 
average world price. The model indicated different 
market share responses in the two markets for a given 
change in U. S . cotton price. 

Duffey et al. (1990) used an Armington procedure to 
estimate U.S. market share equations for the five major 
u.s. cotton importing regions, Japan, Europe, other Asia, 
Canada and the Centrally Planned countries. Generalized 
least squares (GLS) was used for estimating the market 
share equations . However, Alston et al. (1990) questioned 
the validity of using the Armington framework for 
modeling international trade in agricultural commodi ties, 
including cotton . Their results indicated that the 
Armington assumptions of homotheticity and separability 
did not hold in the international cotton market. 

Fontes et al. (1990) used a market share model to study 
the competitiveness of U.S. wheat, corn and soybean in 
the international market. They found that relative U.S. 
prices to prices of the U.S. competing countries were 
important in determining U.S. market shares for wheat, 
corn and soybean. Their results also indicated that 
over-aggregati on in a export region could swamp 
variations in price responsiveness of individual 
countries. 
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U.S. fore i gn market shares and exports are affected by 
demand and supply conditions in the domestic market since 
export prices are closely related to domestic prices. 
This relationship implies that a more realistic approach 
to study U.S. cotton market shares would be to treat them 
in a general demand-supply framework. An econometric 
model of the U.S. cotton sector, with an emphasis on 
export demand for U. S . cotton, was developed in this 
study. The U.S . market share equations for the major 
U.S. cotton importing regions were estimated. The 
responsiveness of export market shares to changes in U.S. 
export prices were quantified and policy implications of 
results were examined . 

Karket Sharf Mod.1 

An important issue in international trade is whether 
products such as cotton , exported by different countries, 
are perfect or imperfect substitutes. Goodwin (1988) 
argued that one possible reason for violation of the "Law 
of One Price", observed in the empirical literature, is 
that products from different countries are imperfect 
sUbstitutes . 

Cotton traded in the international market is 
differentiated by country of origin, because (1) cotton 
produced by different countries differs in quality (2) 
one country prefers to trade with a specific country that 
is a more reliable supplier, and (3) two countries may 
have jointed in a bilateral trade agreement or they may 
be economic and/or political all i es. 

Armington-type demand systems can incorporate product 
differentiation into the modeling process. However, the 
assumptions of homotheticity and separability of the 
Armington model imposed on importer's utility function 
have been rejected by empirical test (Alston et al.). 
The market share model originally developed by Telser 
(1962) for studying the demand for branded goods can, 
however, provide insight into the product d i fferentiation 
issue. 

The model used in this study was similar to that used 
by Fontes et al.. The model assumed that the market 
share of an exporter in a specific importing market is a 
function of the import transition probability and lagged 
market shares . 
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Fontes et al e argued that the behavior of the import 
market share is represented by a distributed lag model in 
which present imports depend probabilistically on past 
imports because of the existence of a degree of inertia 
in international agricultural commodity trade. However, 
the importing countries would also transfer purchases 
from exporting countries whose price has risen to those 
whose price has fallen. If the utility functions of 
importers include qualities of the commodity that are 
identifiable with their export sources, that is, the 
imported commodities are close but not perfect 
substitutes, the transition probability, a jj , that 
import purchases of an importer from exporter 1 during 
period t-s, s = 1,2 . . . X, are substi tuted for import 
purchase from exporter j during period t can be 
represented by 
a n - f lj (P it! ,P jt' Prtt ; P',t.p PfI , t -,; P, H .. ' • . • , Pn, t- k; x~ 
The probabl11~y that an lmporter substitutes 1ts 
purchases from exporter i for those from exporter j is a 
function of the export price of exporter i , PI' the 
export price of a competi ng exporter j, PI' and the 
export prices of all other exporters P, •• 'Pn during time 
period t and lagged prices. X represents other factors 
which might affect the transi t i on probability. 

Increasinq the relative export price of exporter i to 
the export price of exporter j, export prices from the 
other exporters remaining unchanged , increases the 
probability of transition of exports from exporter i to 
exporter j. This probability increases and approaches 
one as the price difference between exporter i and j 
increases. The probability is a l i mi ted-dependent 
variable over some finite range, implying that changes in 
the price P t relative to PJ may not result in any shift 
in the probability of purChasing from exporter i to 
exporter j because of produc t differentiation . 

Combining the import transition probabi lity function 
with the d i stri buted lagged market share model, the 
marKet share model can b e speci f i ed as 
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Mh - bOI + b 'l1 MI.J . , + b'll MLt.2 + ••. 
. + b'tl ~I,t - t + b 21 PH + ~I Zit . 

where "1 ~s the ~mport market share of exporter ~, PI is 
the rat 0 of the export price from exporter i relative to 
an average price from all competing exporters, Z, 
represents any other factors which could affect market 
shares, and t, t-l ... t-k represent different time 
periods. As the export price of exporter i relative to 
the export price of exporter j increases, the import 
transition probability increases and import market share 
from exporter i diminishes. The lagged market share 
.hould be positively related to the current market share, 
implying that an importer changes its purchases gradually 
rather than instantaneously. 

l,ttaatioD Procedur_ 

If each of the importing markets is small relative to 
the size of an exporter, pr ice can be considered as 
predetermined and ordinary least square (OLS)can be used 
for estimation. If the importer is relatively large 
(e.g., Japan and South Korea for U.S. cotton exports), 
changes in the level of imports by those importers could 
affect prices of the exporter. In addition, if all 
market share equations for exporter i need to be 
estimated, the market share equations may be 
contemporaneously correlated through the error terms 
(Babula, 1981) . In this case, OLS is an inappropriate 
procedure used for estimating the market share equations. 

The U. S. market share equations in this study were 
included as a part of an econometric model for the U.S. 
cotton sector. The econometric model was specified as a 
simultaneous system and contained fifteen structural 
equations and eleven identities. A brief presentation ot 
the model, including descriptions ot each variable in the 
.odel, is provided in the appendix. 

The U.S. cotton export market was divided into eleven 
regions: Japan, south Korea, Hong Kong, Taiwan, 
Indonesia, other Asia, European Economic Co_unity (EEC), 
other Europe, canada, the Centrally Planned countries 
(CPC), and the rest ot the world (ROW). Two basic 
criteria were used to construct these regional groupings. 
Similarity in economic and institutional conditions and 
a country's or the region'. share of total U.S. cotton 
exports. The relative share of a country/region in total 
U. S. export. determined the importance of that 
country/region in the U.S. exports. 

Two reqions, CPC and ROW, among the eleven U.s. cotton 
export reqions, were treated as exogenous variables in 
the model. The CPC seldom responds to market forces, and 
the U. S. exports to the ROW are small and somewhat 
random. The other nine regions accounted for 
approximately 90 percent of U.S. exports during the 
estimation period. 

Time series data covering a period of 21 years (1967-
1987) were used in this study. The data were utilized on 
a marketing year base. Data on U.S. cotton and man-made 
fiber consumption, man-made fiber prices, textile imports 
and exports, and U.S. population were obtained from the 
United States Department of Agriculture (USDA) (cotton and 
wool: outlook and situationj Agricultural statistics). 
Cotton price data were from USDA (Cotton price 
statistics). U.S. disposable income, the consumer price 
index (CPI), whole price index and price index for 
apparel and upkeep were obtained from the United state of 
Comaerce (Business statistics). Date on cotton imports 
and importing sources in the major U.S . cotton importing 
countries, and cotton export prices from the major cotton 
exporters were obtained from International Cotton 
Advisory committee (ICAC) . 

Both market shares and export price variables were 
considered as endogenous variables . A nonlinear 
estimation procedure (SAS/ETS,1984) was used to obtain 
the three stage least square (3SLS) estimates for the 
market share equations since a price ratio variable was 
specified in some equations and several identities were 
in a multiplicative form. Furthermore, since the number 
of exogenous variables in the model exceeded the number 
of observations, direct use of each exogenous variable as 
an instrument in the first stage of the 3SLS was not 
feasible. The principal component technique, developed 
by Kloek and Mennes (1960), was used to reduce the number 
of instrumental variables in the first stage estimation. 
Twelve principal components, which explained 97 percent 
of the variations in the original data, were selected on 
the basi s of the quality of the estimation and simUlation 
results. 

Cotton Economics and Marketing Conrerence 390 

I.ti.,t.d ',.uIt. 

I.ti.,t.d 'ark.t Share Iqu_tiopl 

The nine structural equations describing U.s . cotton 
import shares in the major U.S. cotton importing regions 
are presented in Table 1 . A dummy variable with a value 
of zero for 1985 and later and a value of one before 1985 
was included for the south Korean equation. The dummy 
variable was used to reflect changes in the cotton import 
market structure in South Korea. Before 1985, South 
Korea purchased its cotton requirements almost 
exclusively from the United states, mainly as a result of 
the U.S. export financing program. After 1985, U.s. 
cotton import shares varied from 35-70 percent of total 
cotton imports by South Korea . 

All of the nine structural equations representing U.S. 
cotton import shares in the different U. S. cotton 
importing regions (Table 1) yielded coefficients 
consistent with the initial hypotheses. All of the 
estimated parameters were significantly different from 
zero at the five percent or one percent significance 
level except for a few parameters in the U.S. cotton 
import share equations for the European Economic 
community (EEC), other European region and Indonesia. 

The magnitude of the estimated coefficients of the 
ratio ot U.S. cotton prices to average prices of cotton 
from other exporters reflects the extent to which U.s. 
market shares change in response to a 100 percent point 
change in the price ratio. The estimated coefficients 
for the nine U. S. cotton market share equations, measured 
in absolute value, ranged from a low of 0 . 16 in the EEC 
equation to a high of 1.87 in the canadian equation. 
This means that a one percent point increase in the ratio 
of U.s. cotton prices to other exporter's cotton prices 
reduces the u.s. market shares in the EEC by 0.16 percent 
points and in Canada by about two percent points. In 
most of the U.s. cotton importing countries, a one 
percent point increase (decrease) in the ratio of U.S. 
cotton prices to other exporter's cotton prices led to a 
less than one percent point decrease (increase) in U.s. 
cotton's market share. A comparison of the estimated 
coefficients for the price ratio variables between Asia 
and Europe indicates that the estimated coefficients for 
Asia are much higher than those for Europe. This 
suggests that Asian cotton importers are more price 
sensitive than European cotton importers. 

The results from Sirhan and Johnson indicated much 
greater (in absolute value) estimated coefficients for 
the price ratio variables than these estimated for the 
EEC equation in this study. While their estimated 
coefficients reflected the price responses of individual 
countries, the estimated coefficients in this study 
reflected the response of the EEC region. Different 
estimation periods (e.g., changes in the ·EEC co_on 
agricultural policy) could also conceivably contribute to 
the differences in the magnitudes of the coe:fficienta 
between this study and the Sirhan and Johnson study. 

A trend variable was included in the U.S. market ahare 
equation to capture the effects of factor. which show a 
continuous increase or decrease in the U. S. market share 
equations in the different U.S. cotton export markets. 
Seven out of nine trend variables were significantly 
different from zero at the five percent level. All of 
the equations representing U. S. market shares in Asia 
except that for Japan had a negative coefficient. The 
equations :for EEC, Other Europe, and Japan had a positive 
coefficient. The estimates suggest that factors other 
than lagqed market shares and the price ratio of U.S. 
cotton to other exporters' cotton are affecting U.S. 
market shares in these U.S. cotton importing countries. 
These other factors accounted for a less than three 
percent decrease in U. S . market shares in the Asian 
countries, excluding Japan, and les8 than a 1.5 percent 
increase in Other European countries and Japan over the 
period 1961-1987 . 

For the lagged market share, high order lag8 are not 
generally significant (Fontes et al., Sirhan and 
Johnson) . Only the first lag was included in the 
estimation. Five out of the nine had estimated 
coetficients which were significantly different from zero 
at the 10 percent or less significance level. The 
magnitude of the estimates suggests that Canada is the 
slowest to adjust its import allocation, followed by 
Other Europe, Hong Kong, Japan, and the EEC. 

The market share equations were evaluated using mean 
absolute percent error (MAPE), root mean square error 
(RKSE) , and Theil's inequality (U2) coefficients (Table 
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2). The MAPE values indicated simulation errors in the 
nine major U.S. cotton importing regions between 10.5 
percent and 26.63 percent, except for the U.S. market 
share for Hong Kong. The MAPE value of 190.42 percent 
for Hong Kong indicates that the model fails to predict 
U.S. market shares for Hong Kong with acceptable 
limits. 

An examination of Theil's inequality (U2) coefficient 
revealed the annual simulated 3SLS estimates of the model 
performed better than a no-change extrapolative procedure 
for ex-post simulation. Even though the model simulated 
U.S. market shares in Hong Kong with a MAPE of about 190 
percent, it still predicted U.S. market shares better 
than a no-change prediction. 

Il •• ticitie. of U,S. Market ShIre 

The average market share elasticities for the nine 
major U.S. cotton importing regions were computed from 
the mean values of U.S. market shares and U.S. cotton 
prices in the nine regions (Table 3). These average 
elasticities ranged froll -0.57 to -3.84. The average 
U.S. cotton share elasticities for Indonesia and Other 
Asia were inelastic while those tor the other seven 
regions were elastic. A 10 percent increase in the price 
ratio of U.S. cotton price to cotton prices of other 
exporters would result in a 38 percent decrease in the 
U.S. market share tor Hong Kong but only a 5.7 percent 
decrease in the U.S. market share for Indonesia. The 
lower market share elasticities (in absolute terms) for 
Indonesia, Other Asia, South Korea and Taiwan could 
conceivably be explained by the relatively large U.S. 
cotton market shares and the use of U.S. export credits 
for these regions. Long-run average market share 
elasticities were also computed for Japan, Hong Kong, 
EEC, Other Europe,and Canada. These elasticities ranged 
from -1.68 to -9.42. Sirhan and Johnson, reporting on 
U.S. cotton market shares tor West Germany and Great 
Britain for the period 1953-1967, found much higher 
short-run and long-run market share elasticities than the 
EEC elasticity determined in this study. 

The average market share elasticity for overall U.S. 
cotton importing regions was calculated as a weighted 
average of the regional market share elasticities. The 
results from this study imply that a 10 percent increase 
in the price ratio of U.S. cotton prices to prices of 
cotton from other exporters would cause a 16 percent 
decrease in U.S. market shares in the major U.S. cotton 
importing regions. The elasticity of U.S. cotton exports 
should be at least as large (in absolute terms) as the 
U. S. cotton market share elasticity (Sirhan and Johnson) • 
Consequently, the estimated elasticity for U.S. cotton 
exports with respect to the U.S. cotton price should be 
higher than 1.62 (in absolute terms). The extent of this 
difference depends on the magnitude of the elasticity of 
cotton imports with respect to the U.S. cotton price in 
the U.S. cotton importing countries. Duffy et a1. 
estimated the elasticity of demand for U.S. cotton 
exports, excluding exports to the socialist countries, 
and found values between -1.42 to -1.68. The estimations 
from this study lie in the same range if total cotton 
imports in the major U.S. cotton importing countries are 
not responsive to changes in the price of U.S. exports. 

CODclu.ioD. 

Exports have become more important in determining the 
domestic price, farm income and government costs with an 
increased proportion of U.S. cotton being exported. U. S. 
cotton exports were characterized by large fluctuations 
attributable to variations in U.S. foreign market shares 
during the 1961-1988. Changes in market shares across 
individual u.s. cotton importing regions were not evenly 
distributed. While U.S. cotton gained market share in 
some countries, it lost aarket share in others. 

Different U. S. cotton importers varied in sensitiveness 
to a given U.S. price change with the ranking from 
declining sensitiveness being Canada, South Korea, Hong 
Kong, Japan, Taiwan, other Asia, Indonesia, other Europe, 
and EEC. The short-run average price elasticities for 
U.S. cotton shares in each U.S. cotton importing region 
ranged from -0.57 in Indonesia to -3.84 in Hong Kong. 
Differences in ranking between the estimated coefficients 
of these price ratios and the market share elasticities 
are attributed mainly to differences in U.S. cotton 
market shares in the different U.S. cotton importing 
regions. U.S. cotton had a higher market share in Asia 
than in Europe. The elasticity of foreign demand for 
U.S. cotton estimated is price elastic. 
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The di versi ty in response to changes in U.S. cotton 
prices facilitates different policy treatments for the 
different importers. The U.S. loses a greater market 
share in Asia than in Europe with any given change in 
U.S. cotton prices relative to prices of other exporters. 
Although U.S. suffers a disadvantage in terms of 
transportation costs in comparison to Asian cotton 
exporters, mainly Pakistan, China and India, highly 
competitive U.S. prices are essential for Asian 
importers, particularly for Hong Kong, Japan, and South 
Korea. The competi ti ve pr ice becomes even more important 
when considering the importance of the Asian market to 
total U.S. cotton exports. 

European importers of U.S. cotton are less sensitive to 
changes in U.S. cotton prices relative to prices of other 
cotton exporters, implying a need for a different U.S. 
cotton marketing strategy for Europe. A suggested policy 
would be to focus on the differentiation of U.S. cotton 
by identifying those unique characteristics which meet 
the special qualities demanded by European importers. 

Canada was the most price sensitive U.S cotton 
importer. The U.S. can be expected to retain its 
dominant share in this market considering the close 
geographical location and special trade relationship 
between the U.S. and Canada. The dominant market share 
in Canada could be made even stronger by offering a more 
competitive price to Canadian importers. 

Overall, increasing U.S. cotton prices would result in 
a substantial loss in U.S. cotton exports, particularly 
in the long-run, if other cotton exporters do not respond 
to changes in U.S. cotton prices. Changes in U.S . cotton 
prices are likely, however, to affect world cotton price. 
and prices quoted by other cotton exporters since the 
U.S. accounts for a relatively large share of the total 
world cotton trade. U.S. cotton exports would be 
affected less than the direct export elasticity suggests 
for a given U.S. cotton price increa.e when the.e 
feedback effects are included. A lower U.S. cotton price 
would result in larger cotton exports and higher price. 
in the domestic market. Higher domestic prices, in turn, 
would lower government expendi tureB incurred in the 
operation of the U.S. cotton price support program. Thi. 
sequence has important policy implications for an economy 
driVen by a large fiscal deficit. 
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ApReDOix 

An abbreviated presentation of the econometric model 
for the U.S. cotton sector is provided in this appendix. 
The reader i. referred to Zhang (1991) for additional 
detail discus.iona of the aodel and the estimated results 
for equation. besides U.S. market share in this aodel. 

poae,tia li11 Del4po f9r p.l. Cott9P 

t5t!sl'" .. fl (PIUSt;hx, QUS:n", IUSt ) 

6us t
IXT ... t5uS:," x SHCTUSt 

(1) 

(2) 

(J) 

Endogenous variables are distinguished from exogenoua 
variable. with a hat(~) over the endogenous variables, 
the subscript t represents the current crop year, the 
subscript t-1 represents the previous crop year and 

QUSon _ U.S.per capita mill consumption of 
total fibers (lbs/capita); 

QUS1mu _ per capita net raw fiber equivalent 
U.S. imports of textile producta (total 
i.porta ainus total exports) 
(lbs/capita) ; 

PIUS'e. U.S. price index ot apparel and upkeep 
(1985 calendar year - 100); 

IUS - U.S. per capita dispo.able inco •• 
detlated by the conaumer price index 
(S/capita); 

SCHTUS cotton's share of total U.S. fiber 
consumption (percent); 

PMUSc, - price of upland atrict low middling 
1-1/16" cotton at U.S. group 201 aill 
points (cents/lb); 

PMUSMf 
- weighted average delivered price ot 

rayon and polyester tiber at U.S .• ill., 
(cents/lb) where the weight. ar. the 
relative shares of rayon and acetate 
tiher and the relative share of 
synthetic tiber in the total quantity ot 
man-made tibers; the price of rayon _ 
the price of rayon with 1/5 and 3.0 
denier and regular staple, the price ot 
polyester - the price for 1.5 denier 
polyester for cotton blending; 

T - tr.nd variable (1967-1, 1968-2 •..• ); 
QU~T _ U.S. per capita cotton consumption 

(lbs/capita). 

The V .•• cott9» larket .bare lqUati9P' 

The market share equation was used to estimate total 
import de.and and the U.S. .arket share equations for 
each country/region are illustrated using Japan as an 
example. 

(0 ) 

t5uSJP C1'.. OJptDlC"l' x SHUSJPt 
t USPOPe 

(5) 
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where 
SHUSJP - U.S. cotton's import share in total 

Japanese cotton imports (percent); 
PEXUSCT .. the price of U.S. Memphis territory 

cotton, C.I.F. Liverpool, England, 
strict low middling 1-1/16" (cents/lb); 

PJP~T .. Weighted average price of cotton, 
C.I.F., Liverpool, England, from 
exporters other than the U.S. to Japan 
(cents/lb). The weights used are the 
shares of each cotton exporter in total 
Japanese importa except imports from the 
U.S. The price of each exporter's 
cotton is equal to the C.I.F. price 
Liverpool, England, for cotton 
comparable to U.S. Memphis territory 
strict low middling cotton; 

QUSJpCT -= per capita U.S. cotton exports to 
Japan, U.S. popUlation basis 
(lbs/capita); 

usPOP - U.S. population trom the mid-point of 
each year (millions). 

U.S. cotton exports to South Korea, Hong Kong, Taiwan, 
Indonesia, other Asia, EEC, Other Europe and Canada were 
all specified in the same tashion as those in the 
Japanese example and represent equation 6 to equation 21 
in the model. 

Itook n ... nO t9r U.I. Cot top 

Textile mill stock demand was formulated as: 

(22) 

wh.re 
QUSOMSCT _ per capita U.S. mill stock ot cotton 

(lba/capita) ; 
QUSOCT _ per capita U.S. mill consumption of 

cotton (lbs/capita); 
PSUSa - the average spot price of upland strict 

low middling 1-1/16" cotton in 
deaiqnated U.S. markets (cents/Lb); 

PFUSa - average December future price ot the 
number 2 contract, Nev York Cotton 
Exchange (cents/lb) . 

Speculative stock demand, which includes government 
stock. converted to the invera. tora, i. included along 
vith the price equation •. 

Prio. lquatioD. ot tb. "90.1 

FSUSt;Cf' - f 5 (PSUSt:;'. ~US~) (23) 

where 
PSUSCT .,. the average spot price of upland strict 

low middling 1-1/16" cotton in 
designated U.S. markets (cents/lb); 

QUSSTSGCT _ per capita U.S. cotton stocks 
excluding .tocks in textile mills or 
consuming establishments (lbs/capita); 

PMUSCT - the mill delivered price ot upland 
strict lov middling 1 1/16" cotton 
(cents/lb) . 

ay.,a11 10entity ot tbe "00.1 

Total cotton stocks excluding textile mill stocks were 
obtained as 

QUSe!l'l'!lOCT .. {)USt~ • QUSe~ • QUSt;PCT - QUSt
IXT _ QuStCNSC1' 

where 
QussK"T - per capita U.S. cotton exports to south 

Korea (lba/capita); 
QUSHXP - per capita U.S. cotton exports to Hong 

QusTW"T 
Kong (lbs/capita) ; 

- per capita U.S. cotton exports to 
Taiwan (lbs/capita) ; 
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QUSID" - per capita u.s. cotton exports to 
Indonesia (lbs/capita); 

QUSOACT "" per capita u.s. cotton exports to other 
Asia countries (lbs/capita); 

QUSE~T = per capita u.s. cotton exports to EEC 
countries (lbs/capita); 

QUSOECT - per capita u . s. cotton exports to other 
European countries (lbs/capita); 

Milion bales Percent 
60 10 r---------------------------------~ 

... • Exports m Export Share. 
50 
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Figure 1. U.S. cotton exports and shares of wo~d cotton 
exports, 1961-1988. 

Table 1. U.S. cotton market share equations for the 
maior u.s. cotton importing regi9ns. 
u.s. cotton Variables 
importing Lagged Relative Dummy· 
regions Inter...,arket sn.'U'es price f.,tio Trend Variable 
Japan 0.793 0.361 -0.735 0.012 

S.Korea 

H9ng Kong 

Tai ..... an 

Indonesia 

Other 
Asia 

EEC 

Other 
Europe 

(5.59)" (5.27) (-5.35) (6.6) 

1. 836·-
(9.11) 

1.142··· 0.593··· 
(4.6) (4.73) 

1.236··· 
(7.67) 

1.619··· 
(5.88) 

1.290··· 
(6.36) 

0.194·· 0.257· 
(2.12) (1. 77) 

0.204 0.601·" 
(1.23) (6.3) 

-0.956·-
(-4.58) 

-0.948··· 
(-4.02) 

-0.523··· 
(-3.48) 

-0.376· ... 
(-1. 37) 

-0.419·· 
(-2.13) 

-0.162· 
(-1.74) 

-1.197 
(-1.19) 

-0.007- 0.216·
(-2.53) (7.24) 

-0.011··· 
(-3.57) 

-0.031··· 
(-9.53) 

-0.021··· 
(-6.44) 

0.005·" 
(4.21) 

0.003 
(1. 62) 

QUSCJt=T 

QUSCPC' 

QUSROWC' 

- per capita u.s. cotton exports to 
Canada (lbs/capita); 

= per capita u.s. cotton exports t9 the 
Centrally Planned countries 
(lbs/capita) ; 

= per capita u.s. cotton exports to the 
rest of the ..... orld (lbs/capita). 

Table 2. Alternative evaluation measurements tor 
the simulated u.s. cotton market shares 1967-1987. 

Theil's Mean absolute 
inequality percent error Root mean 

square error Variable l coefficient (percent) 

SHUSJP 0.79 

SHUSSK 0.80 

SHUSHK 0.87 

SHUSTW 0.72 

SHUSID 0.71 

SHUSOA 0.68 

SHUSEC 0.64 

SHUSOE 0.86 

SHuseN 0.96 

18.77 

10.50 

190.42 

14.15 

11.98 

22.92 

23.17 

26.63 

22.53 

0.09 

0.11 

0.16 

0.08 

0.08 

0.08 

0.03 

0.06 

0.21 

ISHUSJP - U.S. cotton's import share in total 
Japanese cotton imports; 

SHUS5K ~ U.S. cotton's import share in total 
South Korea cotton imports; 

SHUSHK ~ u.s. cotton's import share in total 
Hong Kong cotton imp9rts; 

SKUSTW u.s. cotton's import share in total 
Taiwan cotton imports; 

SHUSID u.s. cotton's import share in total 
Indonesia cotton imports; 

SHUSOA u.s. cotton's import share in total 
other Asia cotton imports; 

SHU SEC U.S. cotton's import share in total 
EEC cotton imports; 

SHUSOE u.s. cotton's import share in total 
Other Europe cotton imports; 

SHUSCN u.s. cotton's import share in total 
Canadian cotton imports. 

Table 3. Average market share price 
for the major U.S. cotton importing 
1967-July 1987. 

Short-rUn 
Regions elasticjty 

Japan -2.28 

South Korea -1.12 

Hong Kong -3.84 

Taiwan -1.12 

Indonesia -0.57 

Other Asia -0.96 

EEC -1. 25 

Other Europe -1. 39 

Canada -2.48 

AVerage -1. 62 

elasticities 
regions, August 

Long-run 
elasticity 

-3.56 

-9.42 

-1. 68 

-3.49 

-7.18 

Canada 2.207··· 0.650··· -1.873"· 
(4.51) (5.67) 1-3.741 ~ {j;;j 

IDummy variable where values equal 0 for year after 1985 ' . ' .. . 
and 1 otherwise. 
~ valves are in parentheses. 
·Different from zero at the 10 percent level. 
··Different from zero at the five percent level. 

·"Different from zero at the one percent level. 
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