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Effect of Imported Milk Powder Price on Price of Raw Milk in China
VAR Model

An Empirical Analysis Based on

WEI Long-bao, WANG Qian-qian’
(China Academy for Rural Development, Zhejiang University, Zhejiang Hangzhou 310058, China)

Abstract: In recent years, the increasing imported milk powder has brought challenges to the development of Chinese raw
milk industry. Based on the monthly data from January 2009 to February 2017, this study adapted VAR model, through
impulse response function and variance decomposition to analyze the effect of imported milk powder price on raw milk price
in China. The results showed that the increase in imported milk powder price will help to improve the price level of Chinese
raw milk. The response period of raw milk price to the impact of imported milk powder price was about 2 years, and the
contribution rate is about 6.85% in 2 years. According to the research results, some relevant countermeasures and suggestions
are given, such as improvement of milk trade management, strict implement of new standards and promoting the integrated of
milk industry.

Keywords: Imported milk powder; Raw milk; The price; VAR mode
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