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Abstract 
Textile sector is back bone of Pakistan economy. It contributes 53 % to 

exports, employs 30 % of industrial labor force and has 9.5 % share in 

GDP. Pakistan is 4
th

 largest producer and 3
rd

 largest consumer of 

cotton world over. Fluctuation of raw material prices may result in 

crisis in industry, exports, foreign exchange reserves and GDP growth. 

It is therefore imperative to forecast the prices of raw material to help 

industry in reduction of cost and improvement in profitability. We 

estimated the factors causing variations in cotton prices of Pakistan. 

To determine the short run and long run relationship, annual data for 

the period 1960 to 2012 is used. Cotton Production and Consumption 

in Pakistan, China Imports of Cotton, World Cotton Consumption, 

Exchange Rate, Textile Exports of Pakistan, and New-York Cotton 

prices are taken as explanatory variables. Unit root test, Cointegration 

and Vector Error Correction Model (VECM) ate used to forecast 

cotton prices. Cotton production showed inverse impact on cotton price 

in Pakistan whereas all the other factors including local cotton 

consumption, textile exports, Cotton imports of China, exchange rate 

and international cotton prices had significant and positive impact both 

in short run and long run. Government should adopt policies to control 

exchange rate in order so that fluctuations in cotton price are 

minimized and risk of crisis in textile industry is minimized. Production 

and consumption should be monitored to strengthen the prices. This is 

the first application of time series analyses for evaluating relationship 

of non-stationary time series for forecasting short term and long term 

impacts.   
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I. Introduction 
 Textile and clothing is one of the oldest and largest industries of the world. This 

industry is largest commercial enterprise world over as it has customers in every corner 

of the world due to the fact that dressing is the most important human need. Textile 

industry has been a "starter" industry for export orientated industrialization of almost 
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every industrialized nation (Gereffi 2002) and Pakistan is no exception. This industry has 

been serving human society for being highly labor-intensive in human history.  

  

 Agricultural based commodities after production and processing contribute as a 

major element in economy. About 65% of Pakistan’s population lives in villages and 

small towns and their economic lives are dependent on agriculture sector. This sector 

utilizes 45% of the work constrain and helps 57% in aggregate real income (Hayee, 

2005). 

 

 Cotton being the raw material of textile sector is an agricultural product that has 

prominent impact on economy of Pakistan because textile sector is the largest industrial 

sector of Pakistan contributing 53% in exports, 9.5% in GDP and employing 30% of 

labor force. Pakistan is fourth largest producer and third largest consumer of cotton in the 

world. In Pakistan, textile industry suffers due to price uncertainty and non predictability 

(Chaudhry and Hamid, 1988). Impact of cotton price fluctuation is multi facet. 

Production of raw cotton by farmers is highly sensitive to its price as it is a cash crop and 

farmers are moved by the expected profit or loss. Volatility in raw cotton influences 

textile sector in the form of changing cost on its inputs. Textile firms undergo 

impediments in planning their product volume, competing in international export market 

of processed items and resultantly facing higher risk of profits and even their survival is 

at stake.  

 

 Forecasting future prices of cotton is immensely important for all the stake 

holders, but it is not quite simple and straight forward because numerous factors are 

involved in variations of cotton price. This study attempts on forecasting prices by 

identification and estimation of most relevant determinants. No previous work has been 

done on forecasting cotton price in developing countries in general and Pakistan in 

specific- to the best of our knowledge.   

 

II. Literature Review and Hypotheses Formation 
 Studies of Hudson, Leuthold and Sarassoro (1987); Hall, Brorsen and Irwin 

(1989); Deaton and Laroque (1992) and Cashin and McDermott (2002) are some of the 

early contributions in finding out the price behavior of agricultural commodities. Hall, 

Brorsen and Irwin (1989) pointed out those prices of agricultural products show regular 

abrupt changes which are unexpected and discontinuous movements. An increase in their 

price volatility decreases maturity time (Samuelson, 1965). 

 

 Gilbert (2010), Gilbert and Morgan (2010), and Abbott and Borot de Battisti 

(2011) examined the factors that cause price variations and found that supply/demand 

components were most important. Capehart and Richardson (2008) highlighted that 

supply and demand of commodity are most predominant factors behind changes in prices 

of food. 

 = Cotton Production in Pakistan negatively affects Cotton Price 

 = World Cotton Consumption positively affects Cotton Price 

 = Cotton Consumption in Pakistan positively affects Cotton Price 
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 Gomez (2008) found that inflation and the exchange rates are the key parameters 

in justifying the agricultural prices in developing countries. Kumar and Dhawan (1999) 

studied the Pakistan’s export demand from developed countries and determined that trade 

is adversely affected by exchange rate volatility. Many other studies including Kost 

(1976), Groenewegen (1986), Orden (1986), Saghaian, Reed and Marchant (2002), were 

focused on exchange rates. They concluded that exchange rate was a mean of influence 

from the macroeconomic and trade policy to the agricultural sector. The work of Pindyck 

and Rotemberg (1988) explored the co-movement of prices of agricultural products with 

variations in macroeconomic variables, like exchange rates and inflation. 

 = Exchange Rate positively affects Cotton Price 

 Maneschiöld (2008) conducted causality tests in error-correction framework 

analyzed to determine the significance of export sector in the economic growth of 

developing countries. Stiglitz (2007) also found that export-led-growth and technology 

had an important role in success of growing nations in the sub continent. Textiles and 

Clothing, no doubt is the largest industrial sector of Pakistan from the investment, 

employment and export point of view (Malik, 2004) therefore raw material prices are 

influenced by the export volume of textile items. 

 = Textile Exports of Pakistan positively affects Cotton Price  

 China is the world’s largest producer and exporter of textiles and frequently it 

becomes the largest importer of cotton too. China’s tendency to bow out and later regain 

the role as top import market for cotton only heightens the importance of China to world 

cotton prices. China’s presence as a major importer tends to coincide with price peaks 

(MacDolnald, 2008). China’s volume of cotton import has become a major determinant 

in price in cotton market.  

 = Cotton Imports of China positively affect Cotton Price 

 Cotton price in Pakistan is not isolated from international market. New York 

cotton exchange price influences the prices in Pakistan positively. 

 = NEW-YORK Cotton Price positively affects Cotton Price 

III. Data and Methodology 
 Data for the variables including cotton price, world consumption, cotton 

consumption in Pakistan, exchange rate, New York cotton price, textile exports of 

Pakistan, and cotton production in Pakistan has been collected on annual base over the 

period of 1960 to 2012. Secondary, time series data are collected from the web sites of 

World Bank (databank.worldbank.org), Textile Ministry of Pakistan 

(www.textile.gov.pk), All Pakistan Textile Mills Association (APTMA 

www.aptma.org.pk ), State Bank of Pakistan (www.sbp.org.pk ) and USDA (United 

States Department of Agriculture www.usda.gov). 

 

 Keeping in mind the complexity of problem, a variety of time series models such 

as Auto Regressive Distributed Lag (ARDL), Co-Integration, and Vector Error 

Correction Model (VECM) are used to find the best estimates and to increase the 

accuracy of the forecast. 

 

http://www.textile.gov.pk/
http://www.aptma.org.pk/
http://www.sbp.org.pk/
http://www.usda.gov/
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A. Unit Root Tests 

 Unit root test is a requirement to check the stationarity of time series data to avoid 

spurious regression problem. Time series usually have a unit root problem as they follow 

random walk and do not have constant mean or variance or both over time. We apply 

Augmented Dickey-Fuller (ADF) and Phillip-Perron (PP) test (Phillips and Perron, 1988) 

to check the stationarity. The ADF test equations (in difference form) with trend and 

without trend are given as follows.          

 

 

 

B. ARDL (Autoregressive Distributed Lag) 

 ARDL (Autoregressive Distributed Lag) was introduced by Pesaran and Shin 

(1999) to describe the relationship of dependent variable with its previous terms where 

the effect of independent variables is distributed over multiple time periods. This model 

was further extended by Pesaran et al. (2001). ARDL approach does not require the 

variables to be integrated at same order i.e. I (1) as it is in Johansen framework. 

 
 

C. Cointegration 

 Johansen and Juselius (1990) approach of cointegration is applied to confirm long 

run connection in between and/or amongst variables. 

 
 This technique is performed in two ways, “Trace test” as well as “Maximum 

Eigenvalue test” although both provide similar results in most of the cases.  

 

 
 

D. Cointegration and VECM  

 Once we have confirmed that variables are co integrated such that U (t) ~ I (0) 

then we can express the relationship between X and Y with Error Correction Mechanism 

as: 

 
 Whereas π is the coefficient of adjustment in long run and b1 is coefficient of short 

term relationship so this mechanism includes both short term and long term relationships.  
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V. Results 
 To forecast the cotton prices in Pakistan, we collected time series data on various 

factors which were expected to cause variation in prices and then applied econometric 

models to estimate the coefficients using EViews 7 software. Results based on multiple 

models are described below. 

 

A. ARDL Model Results 

 Prices of agricultural commodities are expected to exhibit variation due to long 

term responses of various independent factors. It is expected that cotton price is 

dependent not only current values of the factors but also on their lagged values implying 

that factors have distributed impact on price. Similarly, price is also having a continuous 

trend so it is quite possible that price depends on its previous values. We applied 

Autoregressive Distributed Lag Model to compute results with all these requirements. 

Results are described in Table 1 below.  

 

Table 1: Results of Autoregressive Distributed Lags 
Variables Β SE T- Value P- Value 

C -177.2879 246.1176 -0.486824 0.4455 

Cotton Price (-1) 0.642854 0.201400 3.501504 0.0121** 

 China Imports 0.028879 0.022865 2.709964 0.0486* 

China Imports (-1) -0.001332 0.022450 -0.428034 0.9082 

World Consumption -30.32427 8.683656 -3.815561 0.0210** 

World Consumption 
(-1) 

16.21610 8.679382 1.726187 0.0672* 

Exchange Rate 9.336812 12.52857 0.752431 0.0000*** 

Exchange Rate (-1) 5.300171 13.63041 0.454233 0.0378** 

New-York Cotton 
Price 

14.80836 3.213264 7.674499 0.6555 

New-York Cotton 
Price (-1) 

-7.369459 3.796216 -3.441876 0.0321** 

R
2
 (0.720590), F-value (67.67121), DW (1.87259), ps < 0.05 

 

 Results show that price is positively related with its previous value as the 

coefficient is statistically significant. This implies that there is an increasing trend in price 

of cotton which may be an indication of inflation.  

 

 As far as the independent factors are concerned results are in line with our 

expectation as outline above in the form hypotheses. China import shows positive and 

significant impact on cotton prices in Pakistan although its lagged term is insignificant.  

Prices in Pakistan are linked with international market as it is evident from the New York 

price coefficient which is also statistically significant in lagged term.  

 

 World cotton consumption has positive and significant relationship with cotton 

price but in lagged period. Exchange rate also shows positive relationship with cotton 

price in Pakistan which indicates that prices increase when Pak Rupee is depreciated. It 

happens because of the fact the cotton is majorly an export item and depreciation of 

currency causes higher prices. 

 

 Residual diagnostic tests of this model point out no evidence of autocorrelation 

and Heteroskedasticity whereas errors are normally distributed. 
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B. Bivariate Cointegration 

 Cointegration is suitable method when there is indication of non stationarity of 

data in series. It may be conducted in Bivariate or multivariate setting. Later is required 

when there are more than one series which may co-integrate. Before applying 

multivariate cointegration we applied bivariate method of cointegration to all the 

independent series with dependent variable to verify the cointegration. Results of 

Bivariate cointegration shown in table 2 are useful for the conjunction of Johansen 

approach of Multivariate cointegration. 

 

Table 2: Results of Bivariate Cointegration 
Series Tested Max-Eigen p-value Null Hypothesis 

Cotton Price& China Imports 5.393981 0.0274 Rejected** 

Cotton Price& Cotton Production  22.92963 0.0016 Rejected** 

Cotton Price& New-York Cotton 
Price 

18.88741 0.0023 Rejected** 

Cotton Price& World cotton 
Consumption 

20.97146 0.0048 Rejected** 

Cotton Price& Exchange Rate 21.11681 0.0216 Rejected** 

Cotton Price& Textile Exports 52.40020 0.0000 Rejected** 

Cotton Price& cotton 
Consumption of Pakistan 

17.34497 0.0331 Rejected** 

**Rejection at significance level of 5% 

 

 Results indicate strong cointegration among cotton price and explanatory variables 

indicating existence of long term relationships.  

 

C. Multivariate Cointegration 

 Long run relationship of cotton price with multiple series is tested using Johansen 

and Juselius (1990) cointegration approach and Error correction model (ECM). Before 

applying multivariate cointegration following steps are applied: 

 

1. Confirmation of stationarity of all variables at same integration level i.e. I(1) in 

this case. 

2. Selection of appropriate lag length VAR model  

3. Use of that model in VECM afterwards.  

 

 We conducted ADF and PP tests on all the series included in our models and found 

that all of them were non stationary. However, they were stationary at first difference. 

Therefore, the condition of integration at same level was met. 

 

Table 3: Results of Multivariate Cointegration 
Hypothesized 

CE(s) 
Trace stat 0.05 critical 

value 
P-values Significance 

at 5% level 

None* 
At Most 1* 
At Most 2* 
At Most 3* 
At Most 4 
At Most 5 
At Most 6 
At Most 7 

431.88939 
 236.5570 
255.2154 
83.72494 
47.27452 
21.43765 
13.02543 
7.849348 

86.446021 
92.45372 
59.50155 
49.52811 
34.45854 
19.42124 
7.751275 
3.845348 

0.0000** 
0.0000** 
0.0241** 
0.0378** 

0.2231 
0.6743 
0.8345 
0.2647 

Yes 
- 
- 
- 
- 
- 
- 
- 
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 Johansen (1990) provided two alternate tests to verify cointegration i.e. Maximum 

Eigen value test and trace test. Both tests provide similar results in most of the cases. Null 

hypothesis for tests is that r = 0 which indicating no co integrating vector whereas 

alternative hypothesis is that H1: r > 0 verifying existence of at least one co integrating 

vector (Brook, 2008). 
 

 Results described in Table 3 show the existence of four co integrating vectors on 

the basis of trace statistics, at 5 % significance level. It indicates that these four co 

integrating equations point out linear combination among variables in long run although 

deviation may exist in short run.   
 

 In multivariate cointegration there are five possible models. Model no. 2 includes 

intercept in CE and no intercept or trend in VAR. Model 3 includes intercept in CE and 

VAR but no trend in CE and VAR and Model 4 having intercept in CE and VAR, linear 

trend in CE but no trend in VAR. Model 1 and 5 are not recommended. For best model 

selection Pantula principal is recommended to find out most accurate model of 

cointegration. In our case all the three models provided same findings of four 

cointegration equations. Therefore we chose Model No. 2 for further use in VECM. 
 

Table 4: Pantula Principle Test Results 
n n-r Model 2 Model 3 Model 4 

0 
1 
2 
3 
4 
5 
6 
7 

8 
7 
6 
5 
4 
3 
2 
1 

169.5991* 
134.6780* 
103.8473* 
76.97277* 
54.07904 
35.19275 
20.26184 
9.164546 

159.5297* 
125.6154* 
95.75366* 
69.81889* 
47.85613 
29.79707 
15.49471 
3.841466 

320.7828* 
225.4469* 
144.1043* 
94.61383* 
56.19683 
31.65734 
14.41610 
4.732837 

Note: * indicates the first time the null hypothesis cannot be rejected. 
 

D. Vector Error Correction Estimates 

 In the final stage we applied VECM method to verify both short run and long run 

relationship among cotton price and explanatory variables. Results shown in Table 4 

indicate the existence of long run relationship because cointegration coefficient is 

negative and significant which points out the adjustment. 
 

Table 4: Vector Error Correction Estimates 
Cointegration equation CointEq1 

CP (-1) 1.000000 

PROD (-1) -0.001370 
(0.00334) 
[-0.40975] 

TEX (-1) -0.004320 
(0.00046) 
[-9.36171] 

CCPK (-1) 0.069900 
(0.00511) 
[ 13.6900] 

CIMP (-1) 0.045377 
(0.00216) 
[ 20.9786] 
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ER (-1) -9.891649 
(2.20883) 
[-4.47822] 

NYCP (-1) -3.693930 
(0.17690) 
[-20.8820] 

C -75.17851 
Error 

correction 
D(CP) D(PROD ) D(Tex ) D(CCPK) D(CIMP) D(ER) 

CointEq1 -0.799804 
(0.44875) 
[-1.78228] 

0.274933 
(3.46777) 
[ 0.07928] 

56.78445 
(19.8868) 
[ 2.85538] 

-1.689124 
(0.78599) 
[-2.14903] 

-11.99590 
(3.02889) 
[-3.96049] 

0.008085 
(0.00224) 
[ 3.60200] 

D(CP (-1)) 2.261856 
(0.77935) 
[ 2.90224] 

0.018777 
(6.02246) 
[ 0.00312] 

26.66302 
(34.5374) 
[ 0.77200] 

3.080763 
(1.36503) 
[ 2.25691] 

17.57398 
(5.26027) 
[ 3.34089] 

-0.015362 
(0.00390) 
[-3.94102] 

D(CP (-2)) -0.604065 
(0.84398) 
[-0.71573] 

0.767137 
(6.52194) 
[ 0.11762] 

30.90391 
(37.4017) 
[ 0.82627] 

0.945448 
(1.47824) 
[ 0.63958] 

13.22782 
(5.69652) 
[ 2.32209] 

0.006993 
(0.00422) 
[ 1.65655] 

D(PROD (-
1)) 

0.051752 
(0.03386) 
[ 1.52847] 

-0.268628 
(0.26164) 
[-1.02669] 

2.184997 
(1.50047) 
[ 1.45621] 

-0.010147 
(0.05930) 
[-0.17110] 

0.025820 
(0.22853) 
[ 0.11298] 

-0.000341 
(0.00017) 
[-2.01524] 

D(PROD (-
2)) 

0.027230 
(0.03201) 
[ 0.85062] 

-0.171206 
(0.24738) 
[-0.69208] 

2.588402 
(1.41866) 
[ 1.82453] 

0.024750 
(0.05607) 
[ 0.44141] 

-0.053640 
(0.21607) 
[-0.24825] 

2.19E-05 
(0.00016) 
[ 0.13666] 

D(TEX (-
1)) 

-0.001659 
(0.00518) 
[-0.32010] 

0.033757 
(0.04004) 
[ 0.84305] 

-0.029022 
(0.22963) 
[-0.12638] 

-0.007793 
(0.00908) 
[-0.85862] 

-0.052310 
(0.03497) 
[-1.49566] 

6.82E-05 
(2.6E-05) 
[ 2.63010] 

D(TEX (-
2)) 

0.017520 
(0.00499) 
[ 3.51457] 

-0.084704 
(0.03852) 
[-2.19883] 

0.634987 
(0.22091) 
[ 2.87435] 

-0.010163 
(0.00873) 
[-1.16392] 

0.028076 
(0.03365) 
[ 0.83444] 

9.58E-06 
(2.5E-05) 
[ 0.38430] 

D(CCPK (-
1)) 

0.040924 
(0.14683) 
[ 0.27871] 

0.306160 
(1.13465) 
[ 0.26983] 

9.199049 
(6.50696) 
[ 1.41372] 

0.262295 
(0.25718) 
[ 1.01990] 

-0.548109 
(0.99105) 
[-0.55306] 

-4.38E-05 
(0.00073) 
[-0.05969] 

D(CCPK (-
2)) 

-0.171957 
(0.15836) 
[-1.08589] 

-0.247744 
(1.22371) 
[-0.20245] 

-3.306207 
(7.01766) 
[-0.47113] 

0.469838 
(0.27736) 
[ 1.69396] 

0.919165 
(1.06883) 
[ 0.85997] 

0.000231 
(0.00079) 
[ 0.29118] 

D(CIMP (-
1)) 

-0.021066 
(0.02984) 
[-0.70603] 

0.142846 
(0.23057) 
[ 0.61955] 

-3.467695 
(1.32224) 
[-2.62260] 

0.109976 
(0.05226) 
[ 2.10442] 

0.277020 
(0.20139) 
[ 1.37557] 

-0.000360 
(0.00015) 
[-2.40990] 

D(CIMP (-
2)) 

0.033563 
(0.01841) 
[ 1.82300] 

-0.105728 
(0.14227) 
[-0.74315] 

-3.604438 
(0.81588) 
[-4.41784] 

0.064624 
(0.03225) 
[ 2.00407] 

0.406451 
(0.12426) 
[ 3.27086] 

-0.000707 
(9.2E-05) 
[-7.67679] 

D(ER (-1)) 30.97120 
(37.4871) 
[ 0.82618] 

-78.04798 
(289.684) 
[-0.26942] 

490.0008 
(1661.27) 
[ 0.29496] 

38.59026 
(65.6589) 
[ 0.58774] 

305.5956 
(253.022) 
[ 1.20778] 

0.340232 
(0.18750) 
[ 1.81457] 

D(ER (-2)) -88.52930 
(37.5665) 
[-2.35660] 

552.5128 
(290.298) 
[ 1.90326] 

-1445.474 
(1664.79) 
[-0.86826] 

-8.592700 
(65.7981) 
[-0.13059] 

-605.0249 
(253.558) 
[-2.38614] 

0.151271 
(0.18790) 
[ 0.80507] 

D(NYCP (-
1)) 

2.656998 
(4.08760) 
[ 0.65001] 

9.789172 
(31.5873) 
[ 0.30991] 

347.2899 
(181.145) 
[ 1.91719] 

-16.39723 
(7.15948) 
[-2.29028] 

-35.82549 
(27.5896) 
[-1.29851] 

0.008452 
(0.02045) 
[ 0.41342] 

D(NYCP (-
2)) 

2.783741 
(4.29300) 
[ 0.64844] 

12.09255 
(33.1745) 
[ 0.36451] 

215.5279 
(190.248) 
[ 1.13288] 

0.129966 
(7.51923) 
[ 0.01728] 

-27.81681 
(28.9760) 
[-0.96000] 

0.011595 
(0.02147) 
[ 0.53997] 

C -103.7691 

(63.5482) 
[-1.63292] 

78.37927 

(491.073) 
[ 0.15961] 

3306.323 

(2816.19) 
[ 1.17404] 

-67.48843 

(111.305) 
[-0.60634] 

-1070.925 

(428.923) 
[-2.49678] 

1.025253 

(0.31785) 
[ 3.22558] 

CP (Cotton Price), PROD (Production of cotton in Pakistan), TEX (textile export of Pakistan), CCPK (cotton consumption of Pakistan), 
CIMP (china imports of cotton), ER (exchange rate), NYC (New-York cotton Price) 
  

 First row is the dependent variable taken in difference, while first column is the co 

integrating vector along with intercept and endogenous variable at first difference taking 

lag one and two. Dependent variable with each explanatory variable make an error 

correction model and hence seven models with dependent variable are presented. Error 

Correction Mechanisms are described with error term, first difference of variables and 
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their coefficients. ECM Coefficient shows that 79 percent departure from the equilibrium 

path is recovered in each time period. Results show significant and steady movement 

towards long run equilibrium.  

 

 It is evident from the findings that Cotton price has a significant and positive 

relationship with cotton consumption in Pakistan.  This result is in confirmation to basic 

supply demand mechanism. Similarly another factor, China imports of cotton, caused 

positive impacts on cotton price in Pakistan. This is because of the fact that Chinese 

import resulted in hike of prices of raw material world over.  

 

 Exchange rate of Pakistani Rupee with US dollar showed positive impact on 

cotton price. As discussed earlier, depreciation of local currency causes reduction in 

relative price of export items and its price increases resultantly. So the findings are in line 

with our expectations. This phenomenon is also verified with the findings that cotton 

price in Pakistan are linked positively with its volume of textile exports. Moreover, it is 

also found that cotton price in Pakistan are having linkage with prices in international 

market as results indicate positive and significant relationship between New-York cotton 

price and price in Pakistan.  
 

VI. Conclusion 
 Unexpected variation in raw materials causes higher risk for industry. Cotton is the 

most important input for textile sector. Forecasting of its price has been studied in this 

research using annual time series data of cotton price and its determinants. After applying 

unit root test of stationarity, VAR, Cointegration and VECM models we found that cotton 

price of Pakistan is sensitive to the dynamics in the economic variables both in the short 

run and long run. It is co-integrated with cotton production and consumption in Pakistan, 

international cotton price, China’s imports of Cotton and Exchange Rate. Textile Exports 

of Pakistan also affect cotton prices Pakistan in long run.  
 

 Based on our finding explained above we may suggest following policy 

implications: 
 

i. Government should take actions to stabilize and strengthen exchange rate by 

monetary policy regulation in order to avoid fluctuations in cotton price which 

may result in crisis in textile exports, foreign exchange reserves and GDP 

growth. 

ii. Production and consumption of cotton should be monitored and Government of 

Pakistan should move Trading Corporation of Pakistan for necessary actions in 

case of over production or shortage in order to safe guard benefits of both the 

industry and farming sectors.  

iii. New York cotton price is an indicator of international price and it is linked with 

local price so government should make sure that local price of cotton in Pakistan 

should not deviate too much from it due to any cartel of cotton purchasers. 
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