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Impact of Efficient Refuge Policies for Bt Cotton in India on World Cotton Trade

Rohit Singla, Phillip Johnson and Sukant Misra

Department of Agricultural and Applied Economics, Texas Tech University, Lubbock, TX

INTRODUCTION

v'India is a major cotton producing country in the
world along with the U.S. and China.

¥'Changes in the supply of and demand for cotton
in the Indian market has the potential to have an
impact on world cotton trade.

vTt can be hypothesized that increased refuge
requirements for Bt cotton varieties in India could
decrease the supply and raise the price of cotton in
the world because of the lower yield potential of
non-Bt cotton varieties planted in refuges.

v'Partial equilibrium analysis presenting expected
directional change in world cotton markets due to
change in refuge requirements in India is presented
in Figure 1.

METHODS

v'The World Fiber model (WFM), developed and maintained by CERI (Cotton Economics Research
Institute), Texas Tech was used for estimation.

v'The WFM includes supply, demand and market equilibrium for the cotton and man-made fibers, for the 24
countries including India. The model also includes behavioral equations for trade and ending stocks. The
structural econometric Indian fiber model is schematically represented in Figure 2.

v'Baseline projections for the world fiber market were developed from the WFM under the status quo.

v'Scenario 1 projections were made by shocking the WEM by requiring optimal refuges in India examined in
our companion study.

v'Scenario 2 projections were made by assuming 100% of cotton acreage under Bt varieties in India.
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CONCLUSIONS

v'The change in proportion of Bt cotton according to
the refuge requirements has the potential to impact
world cotton markets because India is a large cotton
producing country having 25% of world cotton area.

v'The farmers’ compliance with changed refuge
requirement in India could increase world cotton prices
and decrease the world net trade of cotton.




