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Abstraeﬁ‘

Cotton is the strategic material related to national interest and
people’s livelihood, which is also the_vital raw material to guaran-
tee the sustainable development of textile industry in our coun-
try. Cotton production is very closely connected with the national
distribution of agriculture and food security and also involves eco-
nomic development in cotton reign, employment and farmers’
income increase. Cotton industry is a long industrial chain, which
is related with lager employed population and having great influ-
ence scale, and is an industry section that is extremely important to the
balanced development of national economy. But it faces with huge
threat and sever challenge because the developed countries have
given so high subside to their cotton production that the developing
great cotton-producing countries including china have lost the pri-
cing power in the international cotton markets, additionally, for
the impact of financial crisis in 2008 and economic long wave, the
cotton industry fluctuates greatly and the income for cotton farmers
drops sharply, the minority cotton farmers in western developed
countries who enjoy high subside threat the cotton-farmers’ income
in a lot of poor developing countries. _

From the present subsidy policy and domestic support of the
developed countries, cotton trade is the typical case of internatio-
nal trade inequality relation. The USA and other developed economic
entity have given high subsidy to their cotton production and
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export for long time, on the other hand, also strictly limit the
import of Chinese textile-clothing production which has competitive
advantage, all of this has caused international trade inequality rela-
tion.

Cotton production externality and its adjustment study is
based on the consideration of cotton production security, taking
the cotton region in Xinjiang for example, using cotton production
comprehensive externality which is measured from two aspects:
positive externality and negative externality as gist, we can con-
firm the cotton subsidy standard and method, and can answer
why, how much and who should get subsidy, which is very mea-
ningful to scientifically formulate our cotton subsidy policy, to
enhance our cotton industry competitiveness and to protect our cot-
ton industry.

By observing agricultural externality phenomena and using
Pigovian Tax theory and Kos’s Equity theory, this paper analyzes
and explains the impact of externality to cotton production, dis-
cusses the policy choice to solve the externality problem, and con-
cludes that subsidy is the much more effective way to externality
problem for cotton production. Taking the cotton region in Xinjiang
for example, by Contingent Valuation Method, Decompose Sum-
mation Method, Parameters according to Law Method, Direct
Marketing Method, Displacement Cost Method and so on, this
paper measures the positive external effects from eco-environmen-
tal value, natural landscape value, social security and so on, and
the environmental negative effects from pollution, carbon emis-
sion, ecological loses and so on, which is resulted from using
chemical substances, fossil energy and water in cotton industry
chain, furthermore, according to the assay method and the result
of Xinjiang cotton production external value, this paper assesses
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Abstract

the cost of negative externality and the value of positive externality
for our national cotton production, ensures cotton production com-
prehensive externality which is the basement to make the subsidy
standard of cotton industry.

This paper lists 20 items of external influencing factors for na-
tional cotton production. First, by subentry calculation, for na-
tional cotton production in 2012, the result is that the positive ex-
ternal value is 352. 36 X 10°RMB and the negative external cost is
76.103 3 X 10°RMB. Finally, by summarizing, the result is that
the positive external value is larger than negative external cost for
national cotton production and the comprehensive external value is
276.256 3X10°RMB, about 44. 56 X10* dollar, that is to say unit
area external value is 5 892. 8RMB per hm® according to the cotton
plantation area very year. Therein, there are 10 positive external
influential items and 10 negative external influential items for itemi-
zation calculation.

From investigating 400 residents’ willingness-to-pay at Xin-
jiang in 2012, indicates that the positive external value for cotton
production from social security, agriculture and so on is
66.387 1 X 10°RMB; Referring to the assessment method and
result of external value of china cotton production and using Decom-
pose Summation Method, the carbon sink function value for cotton
production is 56. 777 6 X 10°RMB by Decompose Summation Method.
The result, from assessing the biodiversity loses, environmen-
tal pollution, water waste and so on for cotton production, indi-
cates that the environmental negative external cost, for cotton
production is 36. 909 9 X 10°RMB in 2012, among which environ-
mental value loses from irrigating water waste is 24.482 7 X
10°RMB, which is the major negative external cost for cotton pro-
duction. Combining positive external value and negative external
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cost, the positive external value is larger than negative external
cost and the comprehensive external value reaches the height of
86. 254 8 X10*RMB for Xinjiang cotton production in 2012.

Basing on the measurement of positive and negative external
effect and using Market Equilibrium theory and Externality theory,
this paper discusses the necessity and rationality from such aspects
as cotton production’s feebleness, polyfunctionality and externality
feature and the cotton supply security situation on national level.
According to the thinking of eliminating positive and negative
externality in Externality theory and referring to the experience of
foreign countries, this paper designs the cotton subsidy policy ini-
tiative about subsidy standard, subsidy object, subsidy method
and so on during the process of cotton production and domestic in-
termediate. Referring to external value of cotton production and
considering the government financial power, our national cotton
subsidy standard should be between below the USA and above Bra-
zil and Turkey. so that should be 0. 2~ 0. 4 dollar per kg, 20~ 40
dollar per mu or 300~ 600 dollar per hm2, according to which the
annual cost for government is aboutl74 X 10°RMB, about 28 X
10®dollar per year, which is about 63% of our positive cotton pro-
duction externality value. By this standard, we designs 12 national
cotton subsidy items, among which the major ones are the subsidy
of planting and agri-environmental protection, life insurance for
cotton farmers and minimum income and cotton produce invest-
ment, and this three types subsidy occupy 73. 5% of the total sub-
sidy, which is 53. 7 X 10*RMB, 39. 8 X 10*RMB, 31.4 X 10°RMB
respectively. Mainly considering the huge social and eco-environ-
ment positive external value for cotton production, the subsidy ob-
ject is cotton farmers, who have 8 subsidy items.

Finally, it is proposed that the government should enhance
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Abstract

the construction of cotton produce infrastructures and supply pub-
lic service, set up cotton subsidy policy safeguard mechanism
including cotton statistical information system, cotton subsidy policy
enact supervisory mechanism, cotton information feedback mecha-
nism and so on to ensure that the subsidy policy is carried out

smoothly and the cotton farmers really get the benefit.

Key words: Cotton Subsidy; Production Externality; Positive

Externality; Negative Externality; Value Assessment; Subsidy Policy
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