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Abstract

Coton is considered as one of the most important industrial crop which
puts it in the second rank after nutritional crops in the world. The importance of
cotton comes from the ability to use its fibers in the best type of fabrics, due
their durability, smoothness, and flexibility, aside from its use in medicine,
furniture, and vegetable oil industry. This study aimed to estimate cotton supply
response in lrag for someof its determinants the period 1970-2010 using the
concept of cointegration and error correction. To accomplish this aim, main
factors that affecting cotton acreage supply response were determined which
included: cotton price, price of competitive crop (maize), and irrigation water.
Time series of the model were analyzed using augmented Dickey Fuller (ADF)
test to avoid the superiors regression problem. Results of this test revealed the
non-stationary nature of the model time series in their level and stationary in
their first difference, and they were all cointegrated, with the presence of long-
run equilibrium relationship between cotton-cultivated area (CCA) and its
determinants. To estimate the effects of the short- and long-run determinants on
CCA, vector error correction model (VECM) was used. The results unveiled the
significance of cotton price, maize price, and irrigation water; all of which
represented 82% of the changes in CCA in Irag. The results also demonstrated
the presence of short-run relationship between CCA and its determinants. In the
light of VECM results, CCA can be corrected from disequilibrium in every
previous period by -0.1999 towards its equilibrium value. The speed of
adjustment to equilibrium takes 5 years after the shock in the model which
results from the change in one of the explanatory variables. Estimated
elasticities indicated that price elasticity of cotton in relation to its price were
0.44515 and 0.65421 in the short- and long-run respectively, while cross
elasticities of cotton were -0.20987 and -0.4875 in the short- and long-run
respectively. Cotton supply elasticities in relation to irrigation water were
0.38223 in the short-run and 0.58469 in the long-run. As the elasticity values
were less than one, the supply of this crop can be described as enelastic.

Keywords : cointegration , erroe correction, supply response , Time series
. cotton.
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Breusch-Godfrey Serial Correlation LM Test

F-statistic 1. 112369 Prob. F(2,24) 0.3451
Obs*R-squared 23.223674 Frob. Chi-Square(2) 0.1995

Heteroskedasticity Test: Breusch-FPagan-Godfrey

F-statistic 0.989295 Prob. F(15,22) 0.4969
Obs*R-squared 15 30692 Prob. Chi-Square(15) 0. 4295
Scaled explained SS 5242175 Prob. Chi-Square(15) 0.9899

Ramsey RESET Test

F-statistic 0.009915 Prob. F(1,35) 0.0013
Log likelihood ratio 0.011613 Prob. Chi-Square(1) 0. 0042

Series: Residuals
Sample 4 41
Observations 38

Mean 7T.41e-17
Median 0.005976
Maximum 0.703838
Minimum -0.814837
Std. Dew. 0.383042
Skewness 0.038763
Kurtosis 2.463101

Jarque-Bera 0.465929
Probability 0.792182

(EViews .6 ) sasy! gl e slaie Y4 Gliallidee 1 jradl

Amalil) Bl Claysal aSlil) g ganall JLIA) @il (4) JSd

| — cusum -—-——- 5% Significance |

(Eviews .6 ) Slasy) malipll o alaieVl Gl Jae & jaadl
Llaiad 8 Alalall cibril) e %82 s yudy z3salll o) ¢ R aaaill Gad (e ey
(ACOTN,) syuall Jalgall o) i Las ¢ Zushall 530 DIA Ghall & iy e g 3all dalisal
Llaiad A e 58y L3l @ Jalgal)l A(LWAT ¢ LPRdy; « LPC; (LPCOTN,,
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dysinas (0.385765) lgiad cuals 3 ¢ deg)dal) dalually ol ol g dupha ADle 25m bl
N5 ssiua e

dpanal jruy oy (& il pladll Jsiasal deg)hall daliall Dlain) (wld (a3
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