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FOREWORD

At the invitation of the Government of Australia, the 59th Plenary Meeting of the
International Cotton Advisory Committee was held in Cairns, Queensland, from
November 5 to 10, 1999. This document presents statements made at the Meeting.
The minutes of discussions at the Meeting (Proceedings) are published separately.

The International Cotton Advisory Committee is an association of governments
having an interest in the production, export, import and consumption of cotton. It is
an organization designed to promote cooperation in the solution of cotton problems,
particularly those of international scope and significance.

The functions of the International Cotton Advisory Committee, as defined in the
Rules and Regulations, are

• To observe and keep in close touch with developments affecting
the world cotton situation

• To collect and disseminate complete, authentic, and timely statistics
on world cotton production, trade, consumption, stocks and prices

• To suggest, as and when advisable, to the governments
represented, any measures the Advisory Committee considers
suitable and practicable for the furtherance of international
collaboration directed towards developing and maintaining a sound
world cotton economy

• To be the forum of international discussions on matters related to
cotton prices
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Statements to Plenary Sessions
Inauguration

Inaugural Remarks
Senator Judith Troeth

Parliamentary Secretary for
Agriculture, Fisheries

and Forestry
Government of Australia

Introduction
Good morning, ladies and gentlemen, and wel-
come to the 59th International Cotton Advisory
Committee Plenary Meeting. On behalf of the
Australian government and the Minister for Ag-
riculture, Fisheries and Forestry, Warren Truss,
I would like to extend a special welcome to our
overseas guests. I trust you have a productive
and rewarding conference and that you also have
the opportunity to enjoy some of the many de-
lights Cairns has to offer before you return home.

Parliamentary duties have unfortunately meant
that Mr. Truss cannot be here for the opening
this morning but he will be speaking at the con-
ference dinner this evening.

I would first like to thank the conference spon-
sors for their contributions to what I am sure
will be a most successful meeting. I would also
like to congratulate the Australian cotton indus-
try for its efforts in organizing this plenary meet-
ing. The largely volunteer organizing commit-
tees put in many hours of hard work to make
sure it runs as smoothly as possible.

On a more personal level, this meeting provides
a chance for me to renew acquaintances with
some sections of the cotton industry and also
the chance to meet and talk with other sectors of
the industry.

I have a longstanding interest in the cotton in-
dustry and consider it one of rural Australia’s
major success stories. My main connection with
the industry lies in research and development,
and I will speak a little more about R&D later.

I should say at the outset that the Australian cot-
ton industry is very supportive of this country’s
membership of ICAC and is quite definite in its
praise of the work the Committee does in the
interests of the world’s cotton producers and
consumers.

Given that Australia exports over 90 percent of
the raw cotton it produces, it is not hard to see
why we have a fundamental interest in the inter-
national cotton scene. And while we produce
high quality fiber, our cotton sellers have to take
into account a wide range of other factors—

many completely out of their power to influ-
ence—if they want to be successful.

Perhaps the most serious is the support some
governments provide their cotton industries. It
is vital therefore that the world’s cotton traders
have a forum to discuss issues of concern and
look for common ground. In this regard, the
ICAC has been very effective.

A quick look at ICAC statistics for 1999/00 also
gives you a good insight into the nature of the
Australian cotton industry. For example, al-
though we produce less than 4 percent of total
world production, Australia ranks as the seventh
largest producer.

As an exporter, we rank third after the USA and
Uzbekistan, supplying nearly 12 percent of to-
tal world exports. In 1999/00, Australia exported
around 700,000 tons of raw cotton, valued at
just over $A1.4 billion. In terms of volume, this
represents an increase of around 8 percent over
the previous year’s exports. Our principal mar-
kets are Indonesia, Japan and Thailand.

I note that Australia last hosted an ICAC ple-
nary in 1985—the year Australian cotton pro-
duction topped the one-million-bale mark for the
first time. That conference went a long way to
confirm Australia’s place as an efficient and ef-
fective cotton exporter in the minds of the
world’s producers and consumers.

We have certainly seen a lot of changes in the
Australian cotton industry since then. To put
1985 in context, production in 1999/00 is esti-
mated to be around 3.2 million bales—the third
year in a row that the industry has exceeded three
million bales.

History
Although in many ways the success of the Aus-
tralian cotton industry is a relatively recent phe-
nomenon, it still has a long and colorful history
in this country. Cotton was first grown in Aus-
tralia in the early days of European settlement,
with seed brought with the First Fleet in 1788.
The first shipment of Australian cotton reached
Liverpool in February 1854. Apparently, an au-
thority in the English industry was so impressed
with the sample that he concluded Australia
could produce the best cotton in the world and
in commercial quantities.

After several shaky and ultimately unsuccess-
ful starts by the industry in this country, the Fed-
eral government stepped in at various times to
encourage cotton production through the pay-
ment of bounties.

However, the Raw Cotton Bounty Act 1963,
which provided financial support for five years
beginning with the 1964 harvest, was the final

instance of direct intervention by an Australian
government in cotton production.

As I said before, the cotton industry has had great
success in recent years. In fact, its phenomenal
growth demonstrates what a confident new in-
dustry can achieve if it has initiative, drive and
a willingness to innovate.

It’s also one of rural Australia’s most entrepre-
neurial industries. The way cotton is marketed
and the presence of farmer-owned cooperatives
that, from the outset, established a culture of
knowledge transfer and cooperation helped place
the industry at the head of the pack.

The industry also didn’t have to rely on statu-
tory marketing arrangements, certainly not to the
extent that other Australian broadacre industries
have. And it is interesting to note that over the
past decade, many of the statutory arrangements
affecting other commodity-based industries have
been replaced by grower-owned corporate bod-
ies. In moving down this path, the cotton indus-
try is always held up as an excellent example of
what can be achieved by a competitive, privately
owned marketing system.

But the industry’s contribution to this country
does not relate exclusively to the economy—it
is also the mainstay of many of our rural and
regional communities.

And it provides those communities with benefits
such as employment opportunities, infrastruc-
ture development and the need for a wide range
of goods and services. The industry is also a vi-
tal contributor to the national economy, given
the significant level of exports from Australia.

Of course, as is the case with any successful in-
dustry, we cannot afford to become complacent.
I understand the main message from the 1999
Plenary Meeting in Charleston, USA, was that
the industry continues to face significant chal-
lenges—challenges including, for example,
maintaining the demand for cotton, technical
issues on the production side and measures by
governments that distort international markets.

These are important issues, and ones that I am
pleased to see will be covered at this meeting. I
believe the cotton industry has the will and ca-
pacity to meet these challenges and continue to
prosper.

Research and Development
As I said before, my main association with the
cotton industry lies in my responsibility for ru-
ral R&D in Australia.

Governments around the world provide support
for rural R&D on the basis of two key consider-
ations. The first relates to market failure and its
link with a lack of incentive and difficulties in
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organizing individual producers to fund and
pursue R&D. Added to that is the general in-
ability of individual producers to fully adopt the
benefits of the research they may fund. In the
absence of government intervention, this type
of market failure results in significant under-in-
vestment in R&D.

The second major consideration is the need to
fund R&D that addresses wider national needs
and priorities, such as encouraging value-add-
ing industries, and that also delivers public ben-
efits, such as improved natural resource man-
agement and better management of our food sup-
ply.

Government financial involvement in R&D can
take various forms. In Australia, the Corpora-
tion Model is the major delivery system. We are,
I believe, justifiably proud of the way in which
rural R&D operates in Australia. It can be ar-
gued that the model, and particularly the involve-
ment of industry in the process, represents world
best practice.

The model’s key elements are:

• Independent boards that take a strategic ap-
proach to rural R&D.

• A practical and integrated approach to prior-
ity setting.

• The strong involvement of industry through-
out the entire process.

• A broad range of research activities that may
be funded.

• A strong focus on outcomes.
• Dual accountability to industry and the Par-

liament.

A 1996 study of R&D funding in Europe, the
U.S. and New Zealand confirmed that industry-
oriented bodies in those countries still employ
linear technology transfer—that is, research then
extension then to the user. I believe Australia’s
Corporation Model—a model that involves and
commits industry to the full R&D process—is
much more effective.

Some of the most significant achievements that
have come out of the cotton R&D program in
recent years include the breeding and commer-
cial development of plant varieties suited to
Australian conditions.

This has resulted in yield improvements of
around 60 percent in the past 30 years, and sig-
nificant improvements in fiber quality and the
development of best management practices for
the industry.

I’d like to conclude my remarks on R&D by say-
ing that it is the cotton industry’s long standing
support for a well-directed research program that
underpins its growth and strength. The industry’s
preparedness to invest in research and, more
importantly, to apply the results of that research,
has seen it develop into a highly efficient sector

producing very high-yielding, premium-quality
cotton.

Of course, the R&D program does not relate
solely to yield and quality but also supports the
industry’s efforts to adopt environmentally sound
and sustainable farming practices.

The Environment
While cotton has clearly made giant strides in
recent years, it has not escaped controversy. The
detection in 1998 of residues of endosulfan in
beef from properties adjoining cotton farms in
parts of NSW and Queensland highlighted the
industry’s down side. And it also reinforced in
some sections of the community a negative per-
ception of chemical use in the industry.

While some suggest a somewhat less than
friendly media cultivated some of the contro-
versy, I am sure, as an industry, you would be
the first to admit that some of the concern over
cotton growing practices was warranted. The
most important thing is that the industry listened
to those messages, learnt from its mistakes and
has taken steps to minimize future problems.

I am pleased to say that, given the cotton
industry’s responsible attitude to its members
and the wider community, the endosulfan issue
had a positive ending.

While it is generally accepted that the industry’s
voluntary code of practice is working well, cer-
tainly with the vast majority of growers, I com-
mend the industry for its prompt and respon-
sible reaction to ensure that the possibility of
future contamination is further contained.

The Good Neighbours program, designed to en-
courage all cotton growers to adopt best man-
agement practices by 2001, is a good example
of industry getting on the front foot and tack-
ling emerging concerns. The program is designed
to improve the industry’s long-term environmen-
tal performance and its relationship with the
Australian community. It provides a practical
demonstration of the seriousness with which the
industry views its environmental and commu-
nity responsibilities.

Agricultural and environmental management
problems are, by their very nature, complex and
difficult to solve. But by adopting best manage-
ment practices, the cotton industry will be able
to ensure each grower “lives the image” of be-
ing a responsible environmental and community
citizen.

Water is also becoming an increasingly conten-
tious issue in this country. The success of the
cotton industry, along with that of other types of
irrigated agriculture, is largely determined by
reliable and affordable access to good quality
water.

The Federal and State governments have recently
agreed to a comprehensive set of reforms to

water management that will provide greater se-
curity for water users and better environmental
protection.

Marketing Chain
The cotton industry’s strengths in innovation, its
self-determination, ability to share information
and responsiveness to change, and commercial
acumen, provide it with an excellent foundation.
And this is vital in an era where all industries
are under pressure from globalization, declin-
ing commodity prices and demands from con-
sumers for quality products and quality produc-
tion methods.

The Australian cotton industry is one of the first
rural industries to involve its entire production
chain in the strategic planning process. And it
has done this by forming a cross-industry coor-
dinating body—the Australian Cotton Industry
Council.

It has also put in place industry-driven quality
assurance schemes that become an integral part
of the way it does business.

Trade
The success of Australia’s raw cotton industry
and the export income it generates deliver sig-
nificant benefits to all Australians.

World cotton production is expected to rise
slightly in 2000/01, to around 19 million tons,
remaining, however, below the peak of 1997/
98.

Increased production means the probability of
increased trade. And that, of course, brings with
it the issues of trade barriers and market access.
I would first like to commend the work ICAC is
doing to raise the profile of the political mea-
sures affecting the trade in cotton and cotton
products.

Australia chairs the Cairns Group, a group of
18 agricultural traders working to achieve re-
form through the WTO’s agriculture negotia-
tions. The Group is also working with a number
of developing countries to open up world trade
in agriculture. The priorities include eliminat-
ing export subsidies, pushing back programs that
distort trade and pulling down the tariff walls in
some of the world’s major markets.

I can assure you the Australian government will
continue to work through the WTO to have trade-
distorting subsidies on agricultural products re-
moved.

Conclusion
In closing, I would like to thank you for inviting
me to be part of this important meeting and I
wish you every success. Again, a warm welcome
to our international guests and I now declare the
2000 International Cotton Advisory Committee
Plenary Meeting officially open.
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choose this superb location. The Australian cot-
ton sector is one of the youngest but also one of
the most dynamic in the world, combining so-
phisticated marketing and farm practices with
admirable environmental consciousness.

This talk will focus on several rather different
issues that in our humble opinion will have a
more than average impact on the economics of
the cotton industry in, say, the next 25 years. We
have tried to make this a so-called user-friendly
presentation. That is, my talk will be separated
in parts, each dealing with one subject at the
time. Thus, if you for various reasons wake up
after dozing off, just wait until I start the next
subject and you’re back on the ride.

I would like to start off this talk complimenting
the work of the ICAC Secretariat. Your publica-
tions without exception are of the highest pro-
fessional standards and a truly indispensable tool
for those analyzing the global cotton sector. In-
deed this presentation relies mostly on data sup-
plied to us by your Secretariat. I was truly sur-
prised that your team, Mr. Executive Director,
consists only of four professionals and five sup-
porting staff. Very impressive especially with
regard to other commodity organizations (and
indeed banks like ours). I believe members of
the ICAC get value for money!

OK, let’s get on with the job. The first issue I’d
like to deal with is the global economy.

Global Economy
According to our economic research staff, re-
cent data indicate that the U.S. economy is
achieving a soft landing, New Economy style.
This, I would consider is good news. Economic
growth in the U.S. remains strong and could well
result in a GDP growth number close to 5%.
However, consumer spending as well as the
housing and labor markets are softening. Some-
what lower growth seems on the horizon. Al-
though inflation certainly remains a threat, it is
good to realize that, despite 18 months of oil
price increases, inflation in the U.S. stays under
control.

The key to this sterling performance is the ex-
traordinary growth in labor productivity. Assess-
ing the structural nature and sustainability of this
productivity revival is the single most impor-
tant factor judging whether the New Economy
continues to deepen and spread, thus supporting
solid, non-inflationary growth in the U.S. Also,
comparing the U.S. prospects in this respect with
those of the other major economic blocks will
give us an indication of the attractiveness of U.S.
financial assets as well as—of key importance
for you—the U.S. dollar values.

The fact that strong labor productivity growth
occurred as the U.S. economy entered its tenth
year of expansion cannot be over-emphasized.
During the post-war period before the current
expansion, productivity always slowed as the
expansion matured.

Labor Productivity Growth
During Expansions

The reason for the deterioration of productivity
growth in earlier upswings is that as growth con-
tinues, various bottlenecks occur in either labor,
input or capital markets. In fact, in the current
expansion the opposite happens: productivity
growth accelerates from 1% in 1993/94, to 1.8%
in 1995/96 and to 3.2% in 1997-1999. It prob-
ably will grow even stronger in the present year.

There are three main contributors to this unprec-
edented economic phenomenon: Capital Deep-
ening, Total Factor Productivity, and Quality of
Labor.

Contributors to Productivity Growth
Capital deepening refers to the net stock of capi-
tal available per labor hour. It will come as no
surprise to you that especially in IT-hardware,
software and communications equipment, capi-
tal deepening has strongly accelerated since
1995. As a consequence, capital deepening has
contributed 1.13 percentage points to the 2.37%
average annual growth in labor productivity in
the period 1995-1998. We believe that in view
of new emerging technologies, this trend is set
to continue.

The second source of contribution to labor pro-
ductivity growth is the acceleration of Total Fac-
tor Productivity. This parameter is defined to
measure the impact of factors beyond the direct
contributions of quality-adjusted capital and la-
bor inputs. These factors encompass entirely new
production processes, organizational improve-
ments and economies of scale. In other words,
this factor provides for an indication as to how
an economy is able to benefit most from the
emerging New-Economy-type of industries. It
is important to emphasize the fact that, particu-
larly at firm levels, productivity depends not only
on investment in IT, but also on organizational
and other changes that complement such invest-
ment.

The contribution of Labor Quality to productiv-
ity growth has declined from 0.37% per annum
during 1990-1995 to 0.25% in the more recent
period. This deterioration is consistent with the
tight labor market, particularly the pressing
shortage of skilled IT workers. In the U.S. the
issue is dealt with through a combination of
immigration and impressive both private and
public training programs. As growth will slow,
the pace of job loss will be more substantial than
in previous periods which, when managed in-
telligently, is bound to alleviate the quality-la-
bor bottleneck somewhat.

Vitality of U.S. Economy
All in all, we tend to agree with Mr. Greenspan
that “it is difficult to find credible evidence in
the U.S. that the rate of structural productivity
growth has stopped increasing ....” The vitality

Statement of Argentina
The delegation of Argentina wishes to express
its thanks to the government of Australia, to the
organizing committee, to the members of the
cotton agroindustrial network of Australia and
to the people of Australia and of this city for
organizing the event in this beautiful natural lo-
cation where we can enjoy one of the declared
patrimonies of humanity.

Australia, as one of the most developed and ef-
ficient cotton producing countries in the world,
offers us today the opportunity of meeting again
for a fruitful dialogue to make possible the evo-
lution of cotton in the world and the growth of a
healthy cotton economy, thus facilitating the
socioeconomic development of all countries that
produce and industrialize cotton.

For the Argentine delegation Cairns has a very
important meaning: It was in this city that a for-
mal meeting took place to get together all the
countries that believe it is time to put an end to
the application of subsidies and government
measures that distort markets and act to the det-
riment of the well-being of the majority that work
and live with cotton. And we have asked our-
selves if Australia has organized the plenary in
this city in order to remind us the road we must
follow and the postulates of the Cairns Group.

We hope the plenary will help us to advance in
the formulation of agreements that will benefit
all in a fair manner and become another mile-
stone, just as the creation of the Cairns Group
was.

Second
Plenary Session
Cotton in the New

Millenium: An Uphill Battle?
Adrian De Young

and Kees Verbeek
Rabobank International

Indeed it is a great honor for me as representa-
tive of Rabobank International to stand before
such a distinguished audience and share with you
some of our thoughts on the cotton industry as it
rolls into the new millenium. The Rabobank, as
one of the prime trade financing banks in your
sector, feels very much part of the global cotton
community and remains committed to take part
in any forum or initiative, be it formal or infor-
mal, focussed on the well-being of the cotton
economy. That is why the bank and particularly
myself, after an association of 45 years to the
industry, appreciate so much being here today.

I am especially grateful to the Australian orga-
nizing committee who had the good sense to
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of the economy as expressed in growth in Real
Private Investment, R&D expenditures com-
bined with low inflation indeed is remarkable
in this stage of the expansion.

So if the news is good in the world’s major
economy, what about the rest of the world? Ac-
cording to the IMF, overall world GDP growth
will be a healthy 4.7% in the present year and
will decline to a still solid 4% in 2001. These
are important parameters for our industry as your
Secretariat calculated that for a 1% increase in
growth, world textile consumption enhances
with 0.6%.

As usual, on a per country basis the picture is
mixed.

GDP Growth per Country
Without going into much detail, our economic
staff is of the opinion that both Japan and the
European Union in fact are challenged by the
New Economy. In both regions, the rate of R&D
expenditure modestly declined in 1999 compared
to the previous five years. More importantly, in
both economic blocks labor markets are far more
rigid compared to the U.S. In Europe, some sec-
tors in the labor market are tight with no imme-
diate alleviation in sight. In that case, the neces-
sary micro-economic restructuring is at risk, and
other factors such as high-energy prices might
get a better chance to hurt the economy.

In line with other economists we expect a higher
than average growth in both Brazil and Turkey.
In both countries, previously hurt by severe eco-
nomic shocks, the economy has set into a climb-
ing spiral, supported by an inducive economic
infrastructure, a class of dynamic entrepreneurs
and a large domestic market.

Demand for Textiles
What does this mean for the well being of the
cotton industry? “Medium-term”—and I delib-
erately do not use the phrase “long-term” here—
the key to the success of our industry depends
on demand for textile and cotton’s share of the
total fiber market. The ICAC textile demand
model indicates that at present world GDP
growth levels, world textile demand will increase
with 3.1% in 2000 and 2% in 2001. This, for a
basic—some prefer to speak nowadays about
“brick and mortar”—industry are rather prom-
ising prospects.

What bothers us here are two related develop-
ments.

First, there is the deepening inequality of textile
demand between the OECD countries and the
developing world.

Textile Demand per Capita
Whereas today in industrial countries fiber con-
sumption per capita is at 28.6 kgs, in the devel-
oping world the comparable number is a mere

4.3 kgs. Moreover since 1975, per capita growth
of textile use in the OECD countries has been
twice as much compared to growth in the devel-
oping world. In Eastern Europe and the Soviet
Union, due to economic shock, textile demand
per capita has halved.

It is interesting to compare these numbers with
geographical consumption patterns in other soft
commodities

Per Capita Consumption Commodities
We notice that indeed in some other commodi-
ties the differences are far less pronounced. This
brings us to the suggestion that demand for tex-
tiles, be it apparel or home furnishings, might
take a different place in the economic develop-
ment of emerging market economies compared
to so-called mature economies. One more obvi-
ous explaining factor is the important climatic
differences, but also today’s broader availabil-
ity of consumer goods plays a role. Today, many
consumers, also in the developing world, can
choose between, let’s say, a second pair of shorts
or a pair of batteries for a transistor radio.

The economic implication in our view is that
demand for textiles is less price inelastic than
once thought, at least in the important develop-
ing world. This implies that “pricing” is of ma-
jor importance and will take precedence over
quality, at least in developing countries. Also,
textile professionals agree that in this growing
part of the apparel market, the discount and re-
cycled clothing market will play a more impor-
tant role.

Cotton, Polyester and Oil Prices
And when it comes to pricing, experience indi-
cates that the artificial fiber industry is a formi-
dable competitor. Over the years, polyester has
been priced almost consistently just below cot-
ton prices. Also, one remarks that the widely held
assumption that polyester prices strongly react
to oil prices is not so evident. These highly capi-
talized industries focus on capital utilization as
much as on profit margins and, in general, take
a long view on profit maximalization.

Some proof of the importance of pricing in es-
pecially emerging economies is found in the
development of cotton’s market share. It is es-
pecially in the developing world where the of-
ten somewhat more expensive cotton fabrics are
losing out to synthetic fibers.

Cotton Market Share
Although the erosion of cotton’s share of the
market has been less pronounced in the indus-
trial countries, this is no reason to sit back and
relax. In fact, to those of you who claim that
cotton as a natural fiber, having certain very fa-
vorable product properties, will always main-
tain its share of the market, I would like to say,
Dream on! Every professional in the fashion

business will tell us that trends come and go.
And moreover, surveys indicate that a large pro-
portion of those who claim to be environmen-
tally conscious and opt as much as possible for
natural products, in fact act exactly the oppo-
site. Ladies and gentlemen, the answer is mar-
keting, marketing and marketing.

And here we touch upon the weak spot of the
cotton industry today. We consider it plainly dra-
matic that after the unfortunate demise of the
International Institute of Cotton, no substantial
international generic marketing effort took place.
And this while in the U.S. each and everyone
agrees that intelligent marketing does work as
shown by the splendid work of Cotton Incorpo-
rated. But while the cotton promoting TV spots
were running during the Super Bowl, we were
asking ourselves when we would see similar ads
during the final of the Champions League, the
world’s major soccer event.

Marketing by
Cotton Incorporated

If you could achieve anything during this meet-
ing, then it must be to put an end to the situation
whereby a large primary industry has virtually
no communication with-let alone influence over-
the end-user. If anything is clear it must be that
the world today is “demand” driven. In the U.S.,
Wal-Mart alone today sells 35% of all consumer
textiles.

Shifting Textile Consumption
On the cotton mills-use side of the equation, we
notice an increased geographical concentration.
As these countries are mostly producing coun-
tries, we expect that international trade will not
evolve at the same rate as growth in cotton use.
Over the past 20 years, growth rates in Indone-
sia, Turkey, Mexico and India have been par-
ticularly impressive. To us this confirms the tex-
tile industry as one of the most dynamic indus-
tries in the world in terms of location decisions.
However, here as in so many other aspects of
our business China remains the key.

China Trade and Prices
As it has been since the past decade, understand-
ing China is understanding cotton economics.
With a stunning 24% share of cotton mill use
and 21% of cotton production, the country ob-
viously dominates your trade. The more so be-
cause of the swings in agricultural policy and
the fact that relatively small shifts in supply and
demand result in sizeable shifts in import and
export positions.

And indeed, this calendar year again was the
realization that China would not liquidate a size-
able part of its stocks on the export market,
which made the market rally at the onset of the
new millenium.
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In this respect, China’s imminent accession to
the World Trade Organization will leave nobody
indifferent. To understand this issue well, one
should look at the wider importance of the mat-
ter from a Chinese perspective. Here are some
of the observations made by Dr. Cheng, Direc-
tor of the Centre of International Agricultural
Trade, Chinese Academy of Agricultural Sci-
ences. His first statement reads:

“Although agricultural trade in China has expe-
rienced a notable development, the significance
of agricultural trade has decreased in the 1990s
compared to the 1980s. Share of agricultural
products decreased from 24% of total merchan-
dise exports to 8% in 1997. Share of imports
reduced to 9% from 31%.”

We take it that the Chinese government realizes
and accepts that the benefits of a WTO mem-
bership are not necessarily falling to its not al-
ways competitive agricultural sector. It rather
sees its emerging light industry sector as the main
beneficiary. On the contrary, it seems that China
would be willing to sacrifice some of its more
land intensive agriculture.

In this respect, it is revealing that Mr. Cheng
distinguishes between labor intensive agricul-
tural products (divided into intermediate prod-
ucts and consumer-oriented products) and so-
called land intensive agricultural products. He
further notes that the country has a comparative
advantage in labor intensive products.

Land-intensive vs Labor-intensive
Agricultural Trade
So-called land-intensive crops seem to include
grains, oilseeds, cotton and tobacco. Labor-in-
tensive agriculture, on the other hand, includes
dairy, vegetables, fruits, nuts, flowers and spices.
We further assume that rice is to be included in
the labor-intensive priority activities.

Mr. Cheng continues to illustrate that the share
of bulk sector exports has decreased significantly
since 1992 to the benefit of the labor-intensive
agricultural activities. Imports were already lean-
ing heavily towards bulk and have remained so.

I think it is very significant, as Mr. Cheng un-
derscores, “from a long term, imports of agri-
cultural products will exhibit the tendencies that
match with China’s resource endowment.” This
for us means less cotton production and more
cotton imports, at least so much as to fill the
gap left behind by polyester. This of course is in
line with what other authorities have stated over
the past two years.

Bulk Crops in China
It is obvious that in terms of space China can
save a lot by importing some of these bulk prod-
ucts. The country seems ready to slowly give up
their long-term goal of being self-sufficient in
all aspects.

WTO: Main Issues
At the moment, the negotiations are centered on
the key issue of reduction of tariffs and estab-
lishment of Tariff Rate Quotas. Interestingly,
most domestic support measures are believed to
be tagged as “acceptable” or so-called Green
Box measures. Other policies apparently result
in a negative so-called Aggregate Measure of
Support, meaning that official data indicate that
the agricultural sector is taxed. For those inter-
ested, the tax for cotton was calculated as just
over 10 billion Chinese yuan for the reference
period 1993-1995.

Present Status WTO Negotiations
It appears that membership negotiations are en-
tering the final stage. Agreements with the U.S.,
EU and other main trading nations have cleared
the way to enter into detailed negotiations on
time frames, allocations of Tariff Rate Quotas
and other implementation issues. These should
not be underestimated, and the longer they take
the more risk that yet another global political or
economic event will have an impact on the out-
come.

Value of Trade
Let us now turn to the trade side.

Cotton compared to other commodities is a rela-
tively heavily traded commodity. In value terms
cotton trade, obviously depending on the year,
comes behind, for instance, wheat, coffee and
sugar, but still represents a significant amount.
Although in many countries we notice trade-dis-
torting measures such as import tariffs and gov-
ernment support programs, again, compared to
other commodities, cotton in fact appears to be
one of the less severely distorted fields of com-
modity trade.

If we have noticed one aspect of change over
the last decade in international trade, then it is
certainly the increased counterparty risk at
source. When the dust settled after the era of
privatization, the structure at source looked very
different.

Impact of Privatization
In many countries cotton is provided by small
entities, with less of a track record and less ex-
perience in international trade. One consequence
of this is that more international traders, often
in collaboration with their banks, are providing
pre-export finance to their clients. Also, we see
a renewed trend, albeit still timid, of interna-
tional traders investing in gins. Leading inter-
national traders presently own gins in Austra-
lia, Cote d’Ivoire, Benin, Tanzania and Zimba-
bwe. If we believe the press, soon that could be
the case in Central Asia as well.

Both trends in our view indicate that the leading
trade houses move forward, are prepared to pro-
vide extra services, and commit more resources.

This could eventually well be at the expense of
a middle group who might not have the resource
base to match the leading group. They could end-
up “stuck in the middle.” The smaller traders
will continue to rely on their often unique rela-
tionships either at origin or at destination.

Concentration in Trade
Such development would be in line with con-
centration in the trade sector as emerged in other
soft commodities. Today, cotton trade seems still
rather fragmented.

E-commerce
Another key factor determining the trade’s fu-
ture is the emergence of electronic trading on a
global scale. Not a month seems to pass when
our division involved in venture capital, called
V-Traction out of New York, is not contacted by
yet another entrepreneur. In this respect no doubt
the U.S. is leading, thereby handsomely taking
advantage of the two decade-old experience of
TelCot, the Texas-based screentrading system.
When and how electronic trading will become a
reality for large-scale international trade is dif-
ficult to tell. The business is still in its infant
phase and no doubt initially the competition will
be severe. Generally, it appears from other fields
of trade that the winning of big names either at
source, trade or destination seems of crucial
importance, along with indeed the willingness
to go deep in terms of the allocation of financial
resources for technology, maintenance, market-
ing and services. This would make the forma-
tion of consortia a logical strategy. Recent re-
search indicates also that brands are important
tools to create confidence to move over to new
business models.

Identity Preservation
The last trend in trade we’d like to point out is
Identity Preservation (IP). This term refers to
the fact that end-users are increasingly interested
in knowing what the precise origin of the prod-
uct is. This implies that the product should keep
its identity throughout the supply chain. In other
agricultural commodities, this trend has been
accelerated by the introduction of the so-called
genetically modified or GM planting seed vari-
eties. But even besides that, the trend is certainly
valid if we consider things like organic produc-
tion, colored cotton and glandless (gossypol-
free) cotton.

While Identity Preservation supply in cotton is
well feasible, the practice certainly will add costs
to the various players in the chain and it will be
a matter of economic power if these costs can
be added to prices.

GM Cottons
We already referred to the somewhat “spotted”
term GM varieties. Before we get into the sub-
ject I’d like to take a step back to look at the
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long-term prospects for cotton. If we assume a
growth in demand of 2% per annum, demand
will have increased with a cumulative 48% in
20 years. In cotton terms this means the require-
ment of as much as 47 million more bales in
just two decades.

Indeed, for any observer it is hard to see where
this cotton will come from. Certainly, in a world
with a growing need for food crops, we believe
area expansion, apart from isolated cases like
the GAP project in Turkey, are out of the ques-
tion. Your Secretariat has pointed out on vari-
ous occasions that yield increases at the global
level have been very disappointing over the last
five years. In fact, the world average record yield
was recorded as far back as 1991.

Yield Improvement by Country
The situation in fact is less negative if we re-
view it country by country. The single most im-
portant explanatory factor regarding yield im-
provement is an increase in the share of irrigated
cotton. This factor alone goes a long way ex-
plaining yield hikes in Brazil, Turkey and China.
In both Turkey and Brazil these developments
are still in full swing. However, in other areas
such as in the U.S., China and possibly Uzbeki-
stan, the area under irrigation allocated to cot-
ton might decrease as we are already observing
in Arizona and California.

Record Yields
The second most important factor explaining
yields may be management practices. Here re-
mains ample scope for improvement, but it will
be a slow and relatively expensive road forward
especially in countries faced with a large mass
of small growers.

Seed Systems
Thirdly, there is R&D expenditure. One of the
most effective directions is improving the seed
breeding and delivery system. In cotton, it ap-
pears that only a minority of countries nurtures
a system of private seed companies competing
to deliver the best seeds and the best prices to
farmers. In fact, in quite a number of countries
the seed system completely broke down and large
quantities of seed are wasted just to get a rea-
sonable stand.

The introduction of insect resistant cotton in the
U.S. in 1995, after about a decade of testing,
has been in many respects a hallmark in cotton
breeding. The fast rate of adoption of these va-
rieties now available in the U.S., Australia,
Mexico, South Africa, Argentina and China, if
nothing else, indicates the technology’s value to
farmers. Today the leading U.S. cotton plant-
ing-seed company sells 89% of its products as
GM cotton. If indeed this type of seed will be
available as planned in the Chinese provinces
of Anhui and Shandong, as well as the hybrid
varieties grown in India, then very soon the ma-

jority of cotton planted in the world will be GM.

GM Penetration
A word of caution is in place here. Private and
public seed companies will have to learn to be
completely open about the research and experi-
ence fact regarding these products. Also, gov-
ernments and regulatory authorities need to for-
mulate precisely what research is required at
what stage to obtain regulatory approvals. In
several instances this has not been the case and
has greatly harmed the confidence of the public
in biotechnology. Although any technology
might have its pros and cons and one-hundred
percent certainties do not exist, it goes without
saying that no technology should be approved
which would go against the wider interests of
society. The scientific community, government,
private companies and democratic institutions
should all provide for a credible check and bal-
ance system.

Conclusion
This is where I will leave you. Our bank is ex-
cited to be part of the cotton industry in the new
millenium and is ready, together with you, to
take up the challenges with which this new era
will confront us.

Please allow me at the end of this presentation
to go back to one all-important theme: The world
is demand-driven so any segment of the value
chain needs to communicate with its end-users.

Third
Plenary Session

Statement of FAO
Millions of farmers the world over rely on the
cotton industry for their income and food secu-
rity. In many developing areas, incomes and food
security of poor farmers are directly linked to
the fortunes of this crop. For many more devel-
oping countries, cotton contributes to national
economic growth, employment and hence to food
security indirectly through the export of cotton
textiles. FAO’s interest in cotton stems partly
from its commitment to enhancing food secu-
rity, particularly in the light of the World Food
Summit of 1996.

Many delegates are aware that FAO services a
number of intergovernmental groups, each of
which provides a forum for discussion on a par-
ticular agricultural commodity. We are, on a trial
basis, planning to modify some of the sessions
of these intergovernmental groups to take the
form of broader commodity conferences. Next
month, 12 to 15 December, we will hold a com-
bined meeting of two of our intergovernmental
groups, those on jute and on hard fibers, and in

the same week hold a conference on natural fi-
bers. Cotton will be included in the conference,
in Rome, on 13 December. The agenda for this
part of the conference is to include world cotton
market prospects, a review of developments re-
garding the Agreement on Textiles and Cloth-
ing, and a look at textiles in the new round of
trade negotiations. I hope it will be possible for
ICAC to contribute to that conference, and that
some of the delegates here may be able to par-
ticipate.

One of the major cotton programs of FAO last
year was to provide technical support to the 1999
China International Cotton Conference. With
technical support from many international or-
ganizations, in particular ICAC represented by
the Chair of the Standing Committee, we assisted
the Chinese government in organizing its first
international cotton conference, held in Xi’an
in September. It was a successful conference and
drew more than 110 participants from all over
the world. Following the conference, a set of
proceedings was published in four languages,
English, French, Spanish and Chinese, and these
are now available on request from FAO as well
as from our Web site at <http://www.fao.org/
waicent/faoinfo/economic/ESC/ESCR/Cotton/
Cottone.htm>. The Chinese authorities have ex-
pressed an interest in organizing a second such
conference and we expect to again assist in pre-
paring and presenting a Chinese cotton confer-
ence, probably in Guilin in mid June 2001. We
hope that other organizations such as the Inter-
national Cotton Advisory Committee may be
able to support this conference, and I am sure
that some delegates here will be interested in
attending.

FAO has cooperated with a number of other
bodies in developing the ECOPORT Ecology
Knowledge Management System. The address
on the Internet is <http://www.ecoport.org>.
Contact <peter.griffee@fao.org> should more
information be required. ECOPORT is the re-
sult of the efforts of hundreds of contributors
around the world. It includes data on over 39,000
plants, including, of course, cotton, as well as
other fiber crops, and it continues to expand.
We are developing a fibers glossary within the
system and we welcome further contributions.

FAO has supported two World Cotton Research
Conferences and looks forward to similar activ-
ity for the 2003 conference.

We at FAO hope that we will be able to con-
tinue to work closely with ICAC to promote a
thriving world cotton market and hence to con-
tribute to an improvement in global food secu-
rity.

Statement of Chad
Cotton is not subsidized in Chad and we should
like to clearly state that in order to restore a
healthy, fair and genuinely competitive world
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cotton market, certain unfair practices must be
eliminated.

My country believes that subsidies for cotton
production and, in particular, export subsidies
represent an impediment to trade and free com-
petition. The main victims of such practices are
the developing countries.

Various studies show that cotton is losing its
market share to competing fibers.

What can be done? What steps can we take at
the international level to stimulate consumption
and regain our market share? What promotional
actions are called for? Don’t we need an inter-
national emblem for cotton?

Statement of the Common
Fund for Commodities

It is a great honor for the Common Fund for
Commodities to address this session of the 59th
Plenary Meeting of the International Cotton
Advisory Committee.

I would like to start by transmitting to you the
best wishes of Mr. Rolf Boehnke, the Managing
Director of the Common Fund for Commodi-
ties. He regrets very much that he could not come
to this meeting himself. He hopes, however, to
have an opportunity to meet with the members
of the International Cotton Advisory Commit-
tee at a future occasion.

I want to address two issues briefly. First, I want
to explain in short what kind of organization the
Common Fund for Commodities is, and after that
I will touch upon the role that the International
Cotton Advisory Committee plays within the
activities of the Fund.

The Common Fund for Commodities (CFC) is
an autonomous intergovernmental development
financial institution established within the frame-
work of the United Nations. The Agreement
Establishing the Common Fund for Commodi-
ties (the Agreement) was negotiated in the United
Nations Conference on Trade and Development
(UNCTAD) from 1976 to 1980 and became ef-
fective in 1989.

The CFC forms a partnership of 104 member
states and three intergovernmental organizations.
Membership is open to all state members of the
United Nations, any of its specialized agencies,
or any intergovernmental organization of re-
gional economic integration that exercises com-
petence in fields of activity of the Fund.

The rationale of the Common Fund’s mandate
is to enhance the socioeconomic development
of commodity producers and contribute to the
development of society as a whole. In line with
its market-oriented approach, the Fund concen-
trates on commodity development projects fi-
nanced from its resources (capital subscription
by member countries, voluntary contributions

and interest earned). Through cooperation with
other development institutions, the private sec-
tor and civil society, the Fund endeavors to
achieve overall efficiency and impact in com-
modity development.

The focus of the Common Fund is thus on com-
modities and this has good reasons. As you are
aware, many developing and least developed
countries are heavily dependent on commodi-
ties which form the backbone of their econo-
mies and account for the bulk of their export
earnings. The Common Fund, therefore, deals
with a core question of development in many
regions of the world.

The Common Fund operates under the novel
approach of commodity focus instead of the tra-
ditional country focus. The activities of the Fund
mainly comprise:

Commodity Development Measures
Aimed at improving the structural conditions in
markets and at enhancing the long-term com-
petitiveness and prospects of particular com-
modities. They include research and develop-
ment; productivity and quality improvements;
transfer of technology; diversification and pro-
cessing; improvement of marketing and market
access.

Commodity Market
Development Activities

Which assist developing countries and, in par-
ticular, least developed countries (LDCs) to
function effectively in a liberalized global
economy. Projects in this field include physical
market development; enhancement of market
infrastructure; facilitation of private sector ini-
tiatives; and commodity price risk management.

By the beginning of November 2000, the Fund
had approved 90 projects, with a total cost of
about US$277 million. Of this, CFC finances
approximately 45%, other donors 28% and par-
ticipating institutions 27%, through counterpart
contributions. The average project size is US$3
million and the duration is between two to five
years. In addition, 18 so-called Fast Track
projects have been approved. These Fast Track
projects are small projects, requiring a CFC con-
tribution of up to US$30,000.

The Fund concentrates on low cost, high impact
projects which have the potential of becoming
self sustainable involving, whenever possible,
the private sector.

Project proposals have to be submitted to the
Common Fund through a designated Interna-
tional Commodity Body such as the International
Cotton Advisory Committee in the case of cot-
ton. The Common Fund welcomes the dialogue
with the International Commodity Bodies at an
early stage of project formulation. The Fund’s
collaboration with the 24 International Commod-
ity Bodies contributes to a focus on areas where

projects can be most effective. This collabora-
tion also ensures that target beneficiaries fully
play their role in project design and execution.
The Fund prefers to support projects which pro-
vide solutions to general problems of the com-
modity concerned or which involve a number of
commodity producing developing countries, in
particular the least developed among them.
Single country based projects are the exception
and should be pilot projects with replicable re-
sults for other developing countries. The major-
ity of our projects are grant financed. Those
projects, however, which will have a financial
return, will be loan financed, for instance in-
vestment related “national based” projects.
Loans would need to be guaranteed by the gov-
ernment of the country concerned, or by an en-
tity acceptable to the Common Fund.

With regard to project formulation and prepara-
tion, these fall within the responsibilities of the
International Commodity Bodies. Any project
submitted to the Fund for financing should fit in
the context of an overall commodity develop-
ment strategy of the International Commodity
Body. The International Commodity Body acts
as Supervisory Body for its projects, while the
actual project execution is performed by a spe-
cialized institution with expertise in the field
concerned (the “project executing agency”).

The International Cotton Advisory Committee
continues to be an active player in the field of
cooperation with the Common Fund. Cotton is
one of the most important commodities for the
Fund and the Fund’s current project portfolio is
a clear reflection of this. The eight approved
cotton projects (which include one small Fast
Track proposal) have a total CFC contribution
of some US$20 million and account for approxi-
mately 1/6th of the Fund’s budget. The types of
projects supported by the Common Fund range
from cotton sector country studies, via projects
on crop protection against major cotton pests,
to projects on developing improved marketing
structures in selected countries. A project that is
currently in the pipeline is one with a focus on
price risk management. Consultations are on-
going between the ICAC and the Fund to de-
velop more projects that qualify for Fund sup-
port.

The results of the cotton sector study, undertaken
in nine major cotton producing countries have
been published in 1995 as a World Bank Tech-
nical Paper entitled Cotton Production Prospects
for the Next Decade.

Four projects focus on crop management and
the development of sustainable methods of crop
protection against major cotton pests. The
project Integrated Pest Management for Cotton
was implemented in Israel and Egypt, with field
activities in Ethiopia and Zimbabwe. The project
concentrated on developing means to protect the
cotton crop against stickiness caused by white-
flies and aphids. The results of the project have
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been published in two CFC Technical Papers,
and they are also available on the ICAC Web
site. A three-country project in Argentina, Bra-
zil and Paraguay is concentrating on a major pest
in the Americas, namely the cotton boll weevil.
A project based in Pakistan, the UK and the USA
is focusing on determining the causal agents of
diseases like the cotton leaf curl disease, and
the development of virus-resistant varieties. The
fourth project in this field has recently started
and is related to the origin, impact and counter-
measures against the cotton bollworm. This lat-
ter project is based in China, India and Paki-
stan.

A small study is currently ongoing to determine
the occurrence and impact of the cotton boll-
worm on the cotton economies in eight coun-
tries in West Africa. The results are expected to
be available by mid March 2001.

Another project is based in Sudan and France,
and has as its objective the development of reli-
able methods to determine levels of stickiness
in cotton bales and to assess, under factory con-
ditions, the levels of processability of cotton with
varying degrees of stickiness. The concluding
workshop for this project will be held in France,
on 5-7 February of the coming year.

Finally, in Uganda and Tanzania, a project is
being implemented on the development of an
improved marketing and trade system for cot-
ton, having as core activity the testing of a ware-
house receipts system as a basis for production
and trade financing for small producers and trad-
ers using the warehouse receipts as a collateral.

The successful continuation and expansion of
the close working relations that have been es-
tablished between the International Cotton Ad-
visory Committee, the Common Fund for Com-
modities and the project executing agencies of
the completed and ongoing cotton projects will
no doubt have marked results on strengthening
the position of cotton as a commodity of great
importance to both producers and consumers,
in developing and developed countries alike.

Statement of CIRAD
As the representative of CIRAD, I have the great
honor—and also much pleasure—in saying a
few words.

First, I would like to briefly describe CIRAD
and its tasks. CIRAD stands for Centre de
coopération internationale en recherche
agronomique pour le développement (Centre of
International Co-operation for Agronomic Re-
search for Development). It is a French semi-
public organization aimed at making a contri-
bution to the development of southern countries
through cooperation work with partners from the
north and from the south, research, support for
development and training. CIRAD’s skills cover
agronomy, animal husbandry, forestry, social

science, economics and agrofood science. The
staff numbers some 1800 people, half of whom
have engineering or PhD degrees. Some 320 re-
searchers are based in more than 50 countries
around the world.

The Cotton Programme is one of CIRAD’s 28
programs. It is part of the Annual Crops Depart-
ment, which is in turn one of the seven CIRAD
departments. Cotton research has been in
progress at CIRAD for over 50 years, with work
in various disciplines: agronomy, genetics, crop
protection, economics, technology and biotech-
nology.

We are all convinced of the great interest of an
event such as the WCRC–2. It is an occasion
for reviewing the situation with regard to new
research pathways. This is necessary at a time
when there is increasing competition from syn-
thetic fibers. Another marked feature is the many
formal and informal contacts between the dif-
ferent participants. The theme of the conference
was the defining of new frontiers for cotton re-
search and this invited us to adopt a more glo-
bal approach to problems. CIRAD was there-
fore logically the joint sponsor of WCRC–2, ini-
tiated by ICAC.

With this trend in mind, I consider that it is op-
portune today to be aware of the forms that could
increasingly be taken by international coopera-
tion in agronomic research. Indeed, efforts are
being made now, at the end of the twentieth cen-
tury, to create a global system, referred to as the
“global forum,” in which all the actors of the
northern and southern research and agricultural
development–NARS (national agricultural re-
search systems), the private sector, non-govern-
mental organizations, farmers organizations-and
the international research system are involved
in a complementary way. The global program
concept is used to organize this new coopera-
tion. Thus, future cooperation could be a set of
global programs whose profiles are to be de-
fined.

The global forum defines the major issues of
international cooperation, into which CIRAD’s
tasks fit perfectly: improvement of food secu-
rity, enhancement of the rational management
of natural resources and reduction of poverty.
Five cooperation priorities have been selected
to address these issues:

• The management of genetic resources and bio-
technology

• The management of natural resources and
agro-ecology

• The improvement of staple products
• The articulation of communication systems
• The institutional enhancement of national sys-

tems and regional fora in the southern coun-
tries

Discussions at the regional fora addressed these

priorities in 1999 and a review was made at the
Global Forum in Dresden, Germany in May
2000. Another initiative concerns plans for in-
ternational platforms in the various continents.
These platforms will aim at providing logistic
support to facilitate the establishment of teams
and laboratories and access to research facili-
ties that are costly for the southern countries.
Europe has proposed the establishment of an
international platform dedicated to the genomics,
in which CIRAD will be strongly involved.

Among the identified priorities of cooperation,
one concerns the improvement of staple prod-
ucts, some of which are derived from plants that
do not benefit from the existence of an interna-
tional agronomic research center. They are nev-
ertheless plants that are essential to countries
since they provide substantial incomes for grow-
ers and are a factor in the development of the
zones concerned. Cotton is one of these plants.

In Europe, the Advanced Research Institutes in-
cluding CIRAD, have a major role to play in the
development of global programs. Through multi-
continental operations for the past half-century,
CIRAD has a certain natural mission in the de-
velopment of a global program on cotton and is
ready to discuss the question. In addition, the
functioning of the global forum will be based to
a considerable degree on bodies such as regional
fora, consortiums and networks. Our past and
present work in the creation, starting up and
operation of several research networks in dif-
ferent continents demonstrates this concern. I
can mention for example the CORAF network
in sub-Saharan Africa, the CONOSUL network
in South America, the Mediterranean network
and the South-East Asian network that is pro-
gressively developing. These networks are one
of the ways of achieving coherence,
complementarity and synergy in research on
cotton.

I think that it is important at an event of the im-
portance of WCRC–2 to make researcher col-
leagues aware of the theme of the globalization
of research. It is likely that the institutional
framework of the global forum to be adopted in
the future will affect the quality and effective-
ness of research on cotton.

Fourth
Plenary Session

Trends in Textiles
and Clothing Trade

Richard Hughes
World Trade Organization

In this the Fourth Plenary Session, we are asked
to consider “Government Measures Affecting
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Trade in Cotton and Cotton Products.” For my
presentation on this topic I would invite you to
shift your focus for a few minutes from the area
of measures affecting cotton production and
trade, to some of the downstream aspects of this
subject, and consider the government measures
that have important influence on the trade in tex-
tile and clothing products. Specifically, I would
like to talk, first, about the quota system that
governments have maintained for many years on
trade in this sector and then, about the WTO
Agreement on Textiles and Clothing, which they
have adopted as the means for eliminating these
quota systems. I would then like to look to the
future and provide some comments on the fac-
tors that will affect the future of this sector, and,
in turn, the future of cotton production and trade.

To briefly set the scene for the consideration of
the present and future situations, I would recall
that since the 1960s, the textiles and clothing
trade has been governed by arrangements out-
side the normal trading rules of the GATT and
now the WTO. First, there were the Cotton Ar-
rangements (1961-1973) followed by the
Multifibre Arrangement (1974-1994) that pro-
vided the basis on which developed countries
established quotas when imports of textile and
clothing products from more competitive devel-
oping countries caused damage to their domes-
tic industries. When the MFA expired at the end
of 1994, with the establishment of the World
Trade Organization and the coming into force
of the Agreement on Textiles and Clothing
(ATC), there were about 1,400 bilateral quotas
in existence maintained by the European Union,
the U.S., Canada and Norway on exports of tex-
tile and clothing products from over 30 devel-
oping countries. These quotas were carried over
into the Textiles Agreement when it entered into
force in 1995.

The Agreement on Textiles and Clothing was
developed as the vehicle to bring about the elimi-
nation of this extensive and long-running quota
system. It sets out a process over 10 years in
three stages, beginning with the “rollover” of
the existing quotas, as the starting-point for the
transition, followed by the gradual integration
of textile and clothing products into WTO rules.
As products are integrated, quotas on them must
be removed. All products must be integrated by
the end of the ten-year time-frame and, conse-
quently, all quotas removed. The Agreement also
provides that the rates of annual growth in the
remaining quotas will be progressively enlarged
at each stage as a means of liberalization; there
is also a safeguard clause allowing further quo-
tas in very specific circumstances, under strin-
gent rules and for limited periods of time, to pro-
tect against damaging surges in imports during
the transition. The implementation is being su-
pervised by the Textiles Monitoring Body to
ensure that all obligations are met and disputes
heard.

This long-running quota system has had a deep
impact on global textiles and clothing trade over
the past three decades, which remains visible
today. The large number of developing countries
that are exporting textile and clothing products
is, in part, a result of the repeated shifting of
investment and production from countries sub-
ject to quotas to countries not under quotas.
When further quotas were placed on new ex-
porters, production would shift yet again to other
exporters. The quota system served as a catalyst
to bring new developing countries into this sec-
tor; countries that might not have otherwise en-
tered this trade as early or to the extent they did.
Another important effect: developing countries
have been very successful in upgrading the qual-
ity of their products, maximizing their earnings
from the quota limitations, but also placing them
in direct competition at the top end of the qual-
ity range with the developed countries.

While we cannot calculate what the situation for
developed or developing countries might have
been in the absence of quotas, it is clear that,
even with quotas, developing country export lev-
els have achieved solid growth rates. Looking
first at textiles, between 1990-99, world exports
of textiles increased by 42% to a level of $148
billion. However, one finds considerable varia-
tions in the regional developments. While ex-
ports of textiles from Western Europe and from
Asia have accounted for over 85% of world ex-
ports throughout the 1990s, there is the marked
difference in growth patterns of these two im-
mense regions. Western Europe’s textile exports
increased just 14% between 1990-99 from $55

to $63 billion, while Asia’s exports grew 68%,
from $37 to $62 billion, in spite of the economic
problems towards the end of the decade. North
America’s and Latin America’s textile exports
are at a much lower value level; nevertheless,
they almost doubled in the 1990s, reaching a
combined value exceeding $15 billion.

The situation in clothing trade shows overall
growth but also substantial divergence at the
regional level. Up to 1988, world textile trade
had consistently exceeded the value of clothing
trade, but since then clothing trade has surged
ahead to a level of $186 billion in 1999, almost
$40 billion greater than textiles. The regional
growth patterns are even more pronounced.
Through the 1990s, with world clothing exports
increasing by 72% to the end of the decade, ex-
ports from Asia basically kept pace, with 68%
growth, from $47 billion to $79 billion. How-
ever, Western Europe’s exports achieved only a
28% increase, from $47 billion to $60 billion,
well below the overall rate of growth. What par-
ticularly stands out in the 1990s is the rapid ac-
celeration of exports of clothing from the smaller
exporting regions—North America’s exports in-
creased 252%, albeit from a much lower level,
to reach $10 billion in 1999, while Latin America
increased 443%, moving from $3 billion to $19
billion, or from 3% to 10% of world clothing
trade.

Looking more closely at these regions, it is clear
that Asian clothing exports kept pace largely on
the growth in China’s increasing levels, which
moved from $10 billion to $30 billion in just

TABLE 1
$ billion

Textile
Exports

1990 1993 1996 1999

World 104.3 112.3 151.1 147.9
W. Europe 55.4 50.1 65.3 63.2
Asia 36.8 48.2 64.8 61.8
N. America 5.7 7.0 9.7 11.6
L. America 2.3 2.7 3.8 4.1

TABLE 2
$ billion

Clothing
Exports

1990 1993 1996 1999

World 108.0 128.5 164.1 186.0
W. Europe 47.1 45.5 59.7 60.3
Asia 47.1 61.2 69.9 79.1
N. America 2.9 5.6 8.7 10.2
L. America 3.5 5.8 10.1 19.2
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one decade. At the same time, total clothing ex-
ports from Asia’s long established clothing ex-
porters, Chinese Taipei and Korea, declined by
41%, while Hong Kong/China’s domestic ex-
ports were almost unchanged. Also, it is clear
that much of Latin America’s growth can be at-
tributed to Mexico’s increase from $0.5 billion
to $7.8 billion in the 1990s due, principally, to
the benefits of NAFTA membership.

This solid export growth from the developing
countries is reflected in the imports into the de-
veloped countries, which continued to expand
over the past decade. Clothing imports into the
United States were up almost 120% to $58.8
billion in the 1990s and Western Europe’s im-
ports increased 35% to $80.4 billion. These two
destinations import about 75% of world cloth-
ing exports.

As we turn the page on the 1990s and look ahead
to the new decade, What might we expect to see?
I would look for answers to this question in three
broad areas: one area is the current and future
direction of global market liberalization; another
is the changes that are occurring in the competi-
tiveness of the countries that make up the textile
and clothing trading system; the third is the scope
for further growth in the world market. Looking
at the aspect of global market liberalization, we
notice that the final stages of the transitional
process of the Textiles Agreement are fast ap-
proaching. In 2002, we will enter the third stage,
with a further integration of 18% of products
and with this, the removal of some additional
quotas. There will be automatic increases in the
annual growth rates of those quotas which re-
main. Then at the end of 2004, we will witness
the final chapter of the quota regime with the
full integration of all the remaining textiles and
clothing trade into WTO rules and the removal
of all quotas. From 2005, this trade will be sub-
ject to market forces with the determining fac-
tors of international competitiveness being price,
product quality, dependability, efficiency of pro-
duction processes and marketing systems.

The demise of the quota system, however, will
not mean the end of the WTO’s role in textiles
trade. Governments will continue, through their
work in the WTO, to seek to extend market lib-
eralization by further developing the rules and
procedures of the trading system. The basis of
these rules will continue to be non-discrimina-
tion in relations between trading partners, oper-
ating under an open and predictable set of trad-
ing rules. Fair and open competition is the goal.
These over-riding principles of the WTO guided
the negotiations in the Uruguay Round, the re-
sults of which are now being implemented by
member countries. Tariffs are being progres-
sively reduced—maybe not as quickly in the tex-
tiles area as many would like—and markets are
opening in all regions. Even as the trade liberal-
izing decisions of the Uruguay Round are being
put in place, discussions are being held among

the WTO member countries on the feasibility of
launching new efforts to further reduce trade
barriers.

It is important to note that these efforts of the
governments that make up the WTO to remove
barriers to trade have been assisted, some would
say even necessitated, by the impact of the sec-
ond subject area: Change in the competitive
structures of the countries that make up the tex-
tile and clothing trading system. A major con-
tributor to global competitiveness of many de-
veloping countries in recent years has been the
immense progress in technology, with advances
in information technology moving the trading
world towards an ever more borderless economy.
This facilitates global access to markets for all
countries. On the foundation of the international
trading rules developed over these years, manu-
facturers and traders in every corner of the world
are now increasingly able to apply the most
modern production technology and immediate
electronic communications to maximize their
global efficiency and competitiveness. It is clear
from the trade figures that the advancements in
communication and technology have contributed
to extraordinary growth in world trade and out-
put, included in this sector.

Other aspects of changing trading structures can
be seen in the growth of regional arrangements
and of outward processing trade. To a great ex-
tent these are defensive arrangements to enhance
the competitiveness of producers within certain
regions in the face of ever-increasing efficiency
in Asian developing countries. A prime example
is NAFTA, where U.S. fabrics and clothing
pieces are assembled into finished clothing prod-
ucts in Mexico and then returned to the U.S. free
of quotas and customs duties. Mexico has moved
from being a small supplier of clothing in the
U.S., to being the number one supplier, at al-
most $8 billion in 1999. Also, there are the spe-
cial access programs which the U.S. extends to
the Caribbean countries eligible for C.B.I. ben-
efits, under which duty is paid only on the value
added to the clothing products assembled in
those countries from U.S. fabrics. In 1999, the
value of clothing exports from the Dominican
Republic to the U.S. was almost equal to total
U.S. clothing imports from the European Union,
while Honduras exported more than any of the
ASEAN countries. These benefits are currently
being expanded under the new U.S. “Trade Part-
nership Act” leading to duty-free entry under
specific rules. According to a recent study by
the U.S. International Trade Commission, “U.S.
imports of textile and apparel likely will con-
tinue to grow as a result of the ongoing trade
liberalization under the North American Free
Trade Agreement (NAFTA) and the Uruguay
Round Agreement on Textiles and Clothing, and
the upcoming expansion of trade benefits for
eligible countries in sub-Saharan Africa and
beneficiary countries under the Caribbean Ba-
sin Economic Recovery Act (CBERA) follow-

ing enactment of the Trade and Development Act
of 2000.”

In Europe as well, preferential trade arrange-
ments have been negotiated with some Mediter-
ranean countries and a free-trade agreement with
Turkey. In fact, Turkey and Tunisia are now in
the top five clothing exporters to the EU. The
Mediterranean countries accounted for the larg-
est portion of total EU imports, 22.3%, in 1999.

Looking further ahead, it can be anticipated that
these changing trading patterns will also be in-
fluenced by the eastward expansion of the EU
and by the future inclusion of more Central and
South American countries into an enlarged free-
trade area with North America. When looking
at this global picture, the future possibilities for
sub-Saharan Africa must also be considered. It
is unclear what will be the impact of the new
U.S. “African Growth and Opportunities Act,”
but with the long record of mobility of invest-
ment in this sector, if the right circumstances
come together in the next few years, sub-Saharan
Africa could secure its place as a significant ex-
porter of textiles and clothing to the U.S. mar-
ket.

Also, under the heading of changes in the struc-
ture of the trading system, one cannot overlook
developments in China. The demise of the tex-
tile and clothing quota system will ultimately
release China’s currently restrained export po-
tential onto the world markets, with great po-
tential for further growth. The discussions on
China’s accession to the WTO are at an advanced
stage and it is considered that membership is
within reach. When membership is completed,
China will implement measures to bring its trad-
ing system into line with the global rules that
should lead to a greater opening of its markets
to foreign imports.

All of these economic, political, geographic and
technological factors, touching upon every as-
pect of trade in this sector, clearly point to con-
tinued adjustments and adaptation in the struc-
tures of textile and clothing trade in the coming
years. This brings me to the final area of future
developments in this sector; namely, the scope
for further growth in world textiles and clothing
trade in the coming years. From the picture of
this sector, which I have attempted to present to
you today, it is clear that the textiles and cloth-
ing trade is both a dynamic and a complex mat-
ter, affected by so many inter-related factors. A
central factor in considering future growth will
be the removal of the quota system; however,
one must not overlook the contribution to mar-
ket growth of the continuing implementation of
the tariff decreases resulting from the Uruguay
Round and other market opening steps under-
taken by member governments. A GATT study
a few years ago anticipated that the textile and
clothing sector would benefit more than any
other sector from the market opening achieved
in the Uruguay Round. I also note the combined
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ICAC/FAO study on world cotton market pro-
jections to 2005, which anticipates “a signifi-
cant impact on world textile consumption and
trade from the removal of the quota system.” To
complete the picture, one must add to these trade
liberalization processes other technological fac-
tors including advances in production tech-
niques, rapid global communication, the ongo-
ing improvements in product quality in devel-
oping countries, expansion of outward process-
ing trade in many countries, among others. And
then there are the socioeconomic aspects of
population expansion and continued global eco-
nomic growth.

The ICAC/FAO report provides an analysis of
these developments and concludes that liberal-
ized trade will increase trade volumes which will,
in turn, intensify competition and bring down
prices. Lower prices will lead to higher textile
and clothing consumption in the developed coun-
tries. Also higher levels of exports from devel-
oping countries will increase their income and
consequently, their consumption of textile prod-
ucts. All of this adds up to greater fiber con-
sumption in the coming years with the extent of
the benefits accruing to man-made fibers and to
cotton fibers being determined by yet other fac-
tors.

Therefore, when all is considered, there is every
reason to look optimistically to the future of tex-
tiles and clothing production and trade, bring-
ing potential for growth and opportunity in these
industries in many countries, with the knock-on
benefits for the upstream fiber suppliers, includ-
ing the cotton producing sector.

Government Measures
Affecting the Cotton

Industry:
The Asia Pacific Textiles

and Clothing Forum
Natural Fibres Trade

Facilitation Committee
Michael Tietge

Department of Foreign Affairs
and Trade, Canberra

Australia
It gives me great pleasure indeed to address the
International Cotton Advisory Committee’s ple-
nary. My name is Michael Tietge; I am the As-
sistant Secretary, Market Access Facilitator for
the TCF industries in the Department of For-
eign Affairs and Trade, Australia.

We have heard this morning of the many forms
of government measures that affect the cotton
trade focusing particularly on tariffs and other
barriers—a useful briefing. We have also had
an overview of the influence of the agreements

made in the WTO on the trade, specifically quo-
tas applied under the Agreement on Textiles and
Clothing, which is of crucial concern to Austra-
lia as a producer of raw fiber.

I am here to give a presentation on work being
done on trade facilitation. This is what we as
government refer to when we speak about mak-
ing “doing business” easier.

What, we ask ourselves, is trade facilitation all
about?

First, let me start with a little anecdote, which I
hope will give some insight into the importance
of trade facilitation generally.

This is an excerpt from a letter from a merchant,
written to his wife in Germany in 1550:

Andreas Ryff, a merchant, is coming home and
writes in a letter to his wife that he has visited
30 markets and is troubled with saddle burn. He
is even more troubled by the nuisances of the
times; as he travels he is stopped approximately
once every ten miles to pay a customs toll; be-
tween Basle and Cologne he pays thirty-one lev-
ies. And that is not all. Each community he vis-
its has its own money, its own rules and regula-
tions, its own law and order. In the area around
Baden alone there are 112 different measures of
length, 92 different square measures, 65 differ-
ent dry measures, 163 different measures for
cereals and 123 for liquids, 63 special measures
for liquor, and 80 different pound weights.

Immediately from this anecdote, we see the enor-
mous progress that has been made for today’s
importers and exporters. We can also see that
there has been a huge amount of progress on
trade facilitation issues—in fact in the harmo-
nization of standards alone. Work on trade fa-
cilitation has led to the ability of goods to travel
between places in enormous quantities and with
minimal fuss.

It is our challenge—as economies, governments
and industry interested in promoting textiles and
clothing trade—to identify where the opportu-
nity for further simplification of the many rules,
regulations and standards are.

As trade flows have increased, inefficiencies in
the transportation of goods become more appar-
ent. Trade facilitation was added to the WTO
agenda at the Singapore Ministerial Conference
in 1996. It is often defined as “the simplifica-
tion and harmonization of international trade
procedures” or cutting the red tape that still ex-
ists in moving goods across borders.

Traders from both developing and developed
countries have long pointed to the vast amount
of red tape that still exists in moving goods
across borders. Documentation requirements
often lack transparency and are vastly duplica-
tive in many places. The problems of documen-
tation requirements often are compounded by a
lack of cooperation between traders and official
agencies. Despite advances in information tech-

nology, automatic data submission is still not
commonplace.

UNCTAD estimates that the average customs
transaction involves 20-30 different parties, 40
documents, 200 data elements (30 of which are
repeated at least 30 times) and the re-keying of
60-70% of all data at least once. With the low-
ering of tariffs across the globe, the cost of com-
plying with customs formalities has been re-
ported to exceed in many instances the cost of
duties to be paid. In the modern business envi-
ronment of just-in-time production and deliv-
ery, traders need fast and predictable release of
goods. An APEC study estimated that trade fa-
cilitation programs would generate gains of
about 0.26 percent of real GDP to APEC, al-
most double the expected gains from tariff lib-
eralization, and that the savings in import prices
would be between 1-2% of import prices for
developing countries in the region.

So if businesses think that examining and look-
ing at trade facilitation is a waste of time, then
they have to think again. By burying costs in the
bottom line, we cater to the system. But by do-
ing so, we can forget that the whole area can
and should be simplified. While often rules are
complicated and simplification is very difficult,
it is worth achieving. Many small and medium
businesses do not enter the global market be-
cause they cannot absorb the administrative costs
associated with shipping goods across borders.
This makes trade facilitation particularly rel-
evant to textiles and clothing trade.

The Australian government and the industry want
a world cotton market that is more open and
transparent. As you know, the Australian cotton
industry functions without any government as-
sistance. The Australian government is fighting
for a fairer go for Australian cotton farmers in
the world trading environment. One of the things
the Australian government is watching with real
interest is the Agreement on Textiles and Cloth-
ing, which we would like to see implemented.

As part of the Australian government’s work on
trade liberalization complementing our broader
work, we have undertaken a new initiative di-
rectly addressing the need for trade facilitation.

We have established within the Asia Pacific Tex-
tiles and Clothing Forum, the Natural Fibres
Trade Facilitation Committee. This committee
is exploring ways of making trade flows easier
and less time-consuming, which will help the
cotton industry worldwide.

This committee is designed to identify and ana-
lyze measures affecting trade, particularly those
measures that slow down the conducting of trade.
Such issues include red tape, customs clearance,
variation in standards, rules of origin, etc. The
committee focuses on information exchange and
the development of a detailed analysis on trade
facilitation issues affecting the sector in the Asia-
Pacific region.
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The trade facilitation committee is scheduled to
meet this year in Shen Zhen, China, on 14 and
15 November 2000. That is next week! And I
hope many of you will attend. The agenda in-
cludes a range of topics, including a presenta-
tion by China on future prospects for Chinese
wool and cotton textile industries, and a look at
supply, demand and price trends for wool and
cotton from the demand perspective presented
by the U.S. Other topics are electronic trading,
customs regulations and other non-tariff barri-
ers.

To give you a concrete example of what can be
done, this year we are taking a proposal by Aus-
tralia to the Committee for the Standardization
of Wool Content Definitions. We are recom-
mending that uniform product definitions for
wool fiber, textile and clothing products be used
by customs agencies for classifying imported
goods made with wool. The aim of the proposal
is to simplify the administration of trade in wool
products and to reduce the costs associated with
producing wool textiles and clothing for a range
of markets. If agreed, this proposal will enable
production of standard wool content for a vari-
ety of markets.

This is the kind of practical measure that can
eliminate the need for manufacturers to make
up clothing of varied blended fibers for varied
markets. Work on trade facilitation is about re-
ducing costs, and thus providing a more effi-
cient market, where consumers can buy, and pro-
ducers can produce at the best price point.

The Natural Fibres Trade
Facilitation Committee

and the WTO
I recently visited the World Trade Organization
in Geneva, and there met with a range of con-
tacts to discuss links between the Natural Fi-
bres Trade Facilitation Committee and the WTO.
The results of these talks were promising: where
consensus is reached in the Natural Fibres Trade
Facilitation Committee, ASPAC member coun-
tries would agree to raise the issue in a relevant
WTO committee for consideration of WTO
members. Following discussion and possible
negotiation there, ideas for better ways of “do-
ing business” could be agreed and follow-up ac-
tion recommended.

Work on the textiles and clothing trade facilita-
tion committee is just one of the ways that the
Australian government is looking forward to
build a better trading environment for the cot-
ton industry.

Conclusion
I would like to conclude by saying this......

Government actions can and do affect trade.
Flowing from liberalization of trade in the last
fifty years, global wealth and living standards
have risen dramatically. Future work on trade

liberalization is expected to greatly enhance the
efficiency of the world economy. Analysis un-
dertaken for the Australian government shows
that even halving levels of protection would lead
to global welfare gains of some US$400 billion
to global GDP. Work on trade facilitation, while
difficult, can further enhance the efficiency of
markets and world prosperity.

Finally, I thank the Forum for inviting me to
speak. I am available to discuss the Natural Fi-
bres Trade Facilitation Committee work with
anyone interested, one-to-one.

Trade Distortions in
Cotton and their Impact on

the Australian Cotton
Industry

George Reeves, David Vincent
and Derek Quirke

Centre for International
Economics

and
Stephen Wyatt

Wyatts Pty Limited

Summary
Government assistance programs and border
protection measures, like nearly all other agri-
cultural markets, significantly distort the inter-
national cotton market. With 95 percent of
Australia’s cotton production exported, these
distortions have a severe impact on the well be-
ing of Australian cotton farmers, and by impli-
cation, on cotton farmers in other countries who
are not subsidized by governments.

Two economic models, the well known Global
Trade Analysis Project (GTAP) model and the
Centre for International Economics (CIE)
Multifibre Arrangement (MFA) model of fiber,
yarn, textile and clothing protection and textile
and clothing trade focusing on Australia and the
U.S. were used to simulate the effects of remov-
ing protectionist policies affecting textile and
clothing imports and cotton production.

If all border measures restricting imports of
yarns, textiles and clothing sanctioned under the
MFA and the Agreement on Textiles and Cloth-
ing (ATC) were removed, world cotton con-
sumption would increase by nearly 1 percent.
This means the incomes of Australian cotton
growers would increase by nearly 5 percent.
Removing these border measures for the U.S.
only results in an estimated increase in Austra-
lian cotton growers’ incomes by around 2 per-
cent.

Much bigger gains to Australia, however, are
estimated to come from removal of price and
income support given to competing producers.

Using the GTAP model, removal of these subsi-
dies is estimated to increase the net income of
the Australian cotton industry by over 50 per-
cent. Using the MFA model, removal of produc-
tion subsidies in the U.S. alone would increase
net returns to the Australian cotton industry by
around 20 percent.

The message for the Australian cotton industry
and other non-subsidizing countries is clear. It
is in the interests of these industries to pursue
vigorously the issue of production subsidies to
competing producers in the next World Trade
Organization (WTO) trade round.

Introduction
The International Cotton Advisory Committee
has recently estimated that over half of world
cotton production benefits from direct price and
income support programs. Aggregate assistance
to producers is particularly high in the U.S. and
China. In the U.S., for example, it is estimated
that about one third of the returns received by
producers comes not from the market, but from
government price and income assistance pro-
grams.

On the demand side, there is a complex array of
trade barriers in the form of tariffs, quotas and
other measures on raw cotton, yarns, textiles and
apparel. Since 1974 the MFA, sanctioned by the
General Agreement on Tariffs and Trade
(GATT), has allowed a number of developed
countries to negotiate discriminating quota re-
strictions on imports of textiles and clothing from
participating exporting countries. It has also
sanctioned importers to unilaterally impose
country specific restrictions where agreement
with supplying countries has not been reached.

Under the Uruguay Round Agreement of the
GATT, now the WTO, participating countries
negotiated the ATC. Under the ATC, countries
agreed to phase out the MFA over a 10-year pe-
riod from January 1995. This means progres-
sively integrating products into general WTO
rules governing trade and gradually relaxing
quotas where they exist until they are withdrawn
altogether by the end of the transition period.

The aims of trade barriers on raw cotton, yarns,
textiles and apparel are, generally, to protect
domestic industries by reducing demand for
imports. This has the effect of raising domestic
prices in the countries imposing the import re-
strictions. However, by increasing domestic
prices, domestic consumption decreases. In
countries such as the U.S., demand for imports
is further reduced by the substantial increase in
domestic production of cotton due to the gener-
ous assistance given to producers through sev-
eral price and income support programs. The
U.S. is the largest exporter of raw cotton and
the additional exports stimulated by such sup-
port programs have the effect of depressing
world prices.

For countries such as Australia that do not pro-
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vide any production subsidies to producers, these
trade distortions can substantially reduce de-
mand for exports and the incomes of producers.
In Australia about 95 percent of cotton produc-
tion is exported, so reduced export demand di-
rectly translates into reduced farm incomes.

This paper presents the results of a detailed
analysis of protection in the world cotton mar-
ket and the impact on Australian cotton produc-
ers. The analysis uses the GTAP model devel-
oped at Purdue University to assess the economic
consequences of various scenarios of liberaliza-
tion in the cotton market. An MFA model of fi-
ber, textile, and clothing production and trade,
developed at the CIE is also used to assess, in
finer detail, the impact on the Australian cotton
industry of removing assistance to U.S. cotton
growers and U.S. barriers to imports of yarns,
textiles and clothing. The results for Australia
obviously have wider implications for other non-
subsidizing countries.

Protection in the
World Cotton Market

Little Progress on
Agricultural Trade Reform

World agricultural protection in the mid-1980s
reached absurdly high levels. The Uruguay
Round of trade negotiations that started in 1986
promised hopes of a new era in agricultural pro-
tection—bringing agriculture under the disci-
plines of the WTO and gradually reducing trade
distortions.

Sadly, after 14 years, nothing much has changed.
Agricultural protection in the developed coun-
tries of the Organization for Economic Coop-
eration and Development (OECD) is now back
to where it was at the start of the Uruguay Round
(Chart 1). On average across OECD countries
40 percent of the returns received by agricul-
tural producers are the result of government sub-
sidies—as was the case in the mid-1980s.

There were also expectations at the start of the
Uruguay Round that the way agricultural sup-
port was provided would shift away from price
support policies, which severely distort markets,

to direct income support arrangements which
were regarded as “green box,” or less trade dis-
torting. Sadly, there has been only minor progress
on this front as well (Chart 2).

Expectations for Cotton
During the Uruguay Round there was an expec-
tation that the cotton market would benefit from
trade reforms in three ways.

First, the Round would stimulate world eco-
nomic growth which, in turn, would enhance
consumers’ incomes and spending power and
increase the demand for cotton textiles and ap-
parel. Some estimates indicated that world eco-
nomic growth by 2005 could be between 2 and
5 percent higher than in the absence of the Agree-
ment. Of course, agriculture is only one small
part of the overall Uruguay Round Agreement,
and some success in other areas will have a
stimulating effect on economic growth. How-
ever, earlier expectations have been dampened.

Second, the MFA will be phased out over 10
years under the ATC. In brief, the elimination of
quotas on textiles and clothing and the gradual
reduction of tariffs should enhance demand for
textiles and apparel and increase demand for raw
cotton.

Third, agricultural trade reforms were expected
to reduce government support to cotton produc-
ers and other farmers, scale down export subsi-
dies and enhance market access for raw cotton
through tariff reductions. But, as already dis-
cussed, little progress has been made on these
fronts.

The key issue now is what can be done? To ad-
dress this issue from an Australian perspective
there needs to be a good understanding of how
production and trade distortions influence the
cotton market and how various players in the
market are affected. The analysis in this paper
is a contribution toward that understanding.

Because the type of cotton exported by the U.S.
is similar to Australian cotton, and because of
the large volume of U.S. exports, the U.S. is
undoubtedly Australia’s major competitor (Chart
3). For this reason our analysis later in the pa-

per concentrates on the impact of protection in
the U.S. cotton industry.

The MFA and ATC
Under the ATC all quotas restricting textiles and
clothing that were sanctioned under the MFA are
to be terminated over a 10-year period ending in
December 2004. Previously, the MFA let devel-
oped countries, which were party to the agree-
ment, impose bilateral quotas on textile and ap-
parel products from developing countries in ad-
dition to tariffs. It is now being phased out in
four stages over the 10-year period.

Countries have the option of choosing which
categories within the textile industry to reform
first. Therefore, they are likely to remove quo-
tas on the least sensitive categories first and leave
until last the elimination of quotas on the more
sensitive products or those with the highest lev-
els of protection. Experience to date verifies this
(Campeas 1999). The U.S, for example, has cho-
sen not to act on products with the highest bar-
riers to imports until virtually the end of the tran-
sition period. These products are dominated by
clothing. Quotas on yarns and fabrics, the in-
puts to clothing, will be eliminated earlier in the
sequencing which will mean cheaper inputs to
clothing manufacture and an expansion in this
sector. But then U.S. clothing manufacturers will
face the prospect of significant sudden disrup-
tion in 2004. The danger is that political pres-
sures driven by protectionist forces will be so
great that the U.S. may abandon its commitment
to the agreed import liberalization program. This,
of course, would have adverse consequences for
U.S. consumers and clothing retailers as well as
countries supplying the U.S.

Magnitude of Import Barriers
in the U.S.

A binding quota on imports restricts the level of
imports to the size of the quota and has the ef-
fect of raising domestic prices above world
prices. A tariff on imports also increases domes-
tic prices above world prices. To provide a com-
mon measure of the magnitude of import barri-
ers, quotas can be assessed in terms of the “tar-

1    Agricultural support in the OECD countries is back to where it was
prior to the Uruguay Round

20

25

30

35

40

45

50

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Pr
od

uc
er

 s
up

po
rt 

es
tim

at
e 

(%
)  

xx

Data source: OECD (2000).

2    Producer support is dominated by market price support
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iff equivalents” of the quota. The tariff equiva-
lent of a quota, if that is the only form of trade
barrier, can be measured as the percentage by
which domestic prices exceed world prices. In
brief, where a quota has a tariff equivalent of x
percent and an additional tariff of y percent is
imposed on imports within the quota, the tariff
equivalent measure of the total level of protec-
tion would be approximately (x + y) percent.
This equals the extent to which domestic prices
exceed world prices.

In the U.S., many import items are subject both
to quotas and tariffs. The key question is how
the total tariff equivalent of import barriers on
cotton yarns, textiles and apparel will change as
a result of the ATC. This has been estimated us-
ing a formal economic model of the U.S. textile
and clothing sector, which takes into account
production and demand conditions in the U.S.
as well as other importing countries. This pro-
vides estimates of how relative prices between
goods sourced overseas and goods produced in
the U.S. are likely to change over the transition
period under the ATC. The model also provides
estimates of the extent to which U.S. consumers
will switch their purchases between U.S. pro-
duced textiles and clothing and imported goods
as relative prices change. The methodology is
outlined in CIE 1999. In brief it involved:

• Determining which quotas were binding in
the base year 1996. If quotas were not bind-
ing then the only protection was afforded by
the tariff, equal to the percentage by which
domestic prices exceeded world prices. This
involved analysis of data on import quotas
and exports for each of 147 three digit textile
and apparel commodity classifications.

• Comparing the rate of growth of import quo-
tas over the transition period relative to the
projected rate of growth in demand for im-
ported products into the U.S.

The results are presented in Table 4.

Production
Subsidies

At the start of the Uru-
guay Round in 1986,
over two thirds of world
cotton production was
subject to government
subsidies in 25 countries.
By 1998/99 the propor-
tion of cotton production
subject to government
subsidies had fallen to 53
percent with eight main
producing countries
maintaining subsidies—
the U.S., China (Main-
land), Brazil, Egypt,
Greece, Spain, Mexico
and Turkey. Tables 5 and
6 summarize the ICAC

Secretariat’s findings on government assistance
to cotton production, including its revised esti-
mates for 1998/99. The average level of assis-
tance across all subsidized countries was esti-
mated at 22 U.S. cents per pound in 1999/00
down slightly from the revised estimate of 24
U.S. cents per pound in 1998/99. Thus, taking
the Cotlook A index as the world
price of cotton, producers on
average in these countries re-
ceived 29 percent of their unit
returns from government price
and income support programs
(Table 6). Over half the incomes
of cotton producers in Greece
and Spain, which are part of the
European Union (EU), is derived
from government assistance pay-
ments while nearly one third of
producer returns in the U.S.
comes from government assis-
tance programs.

Export Subsidies
The U.S. and China are the only
two countries to provide signifi-
cant levels of export subsidies on
cotton (Table 7). The ICAC
Secretariat’s research suggests
that 28 percent of world cotton
exports benefited from these
subsidies in 1997/98 and 20 per-
cent in 1998/99.

In China exports are subsidized
through direct payments made
by the central government to ex-
porting agencies. They are de-
signed to bridge the gap between
world prices and the internal cost
of landing cotton at an export
location.

In the U.S., export subsidies are
provided to exporters through the

so called Step 2 program and are designed to
bridge the gap between higher domestic prices
and world prices. But under this program, sub-
sidies are also provided to domestic users of cot-
ton. This is described in more detail in the next
section.

U.S. Cotton Support Programs
The U.S. is the second largest cotton producer
in the world and by far the largest exporter. Con-
sequently, its policies exert a strong influence
on the world cotton market. In 1996 the U.S.
introduced a new Farm Bill called the Freedom
to Farm Act or the Federal Agricultural Im-
provement and Reform (FAIR) Act 1996. Its aim
was to decouple grower payments from market
prices and give farmers production flexibility.
The Act provided for more direct income pay-
ments referred to as production flexibility con-
tract payments (PFCP). Its objectives, in line
with the Uruguay Round outcome, were to make
growers more market oriented, to improve effi-
ciency and competitiveness but at the same time
to provide a safety net to support farmer incomes.

U.S. cotton producers receive government sup-
port payments through a number of programs

3    Market shares in Australia’s major cotton
markets     1998-99
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4    Estimates of total protection on cotton yarns,
textiles and apparel in the U.S. over the ATC period

Year
Trade weighted

average tariff

Tariff equivalent of
quota across

all imports
Total barrier
to importsa

% % %

Cotton yarn
1996 7.6 0 7.6
1997 7.5 0 7.5
1998 7.4 0 7.4
1999 7.3 0 7.3
2000 7.2 0 7.2
2001 7.1 0 7.1
2002 7.0 0 7.0
2003 6.9 0 6.9
2004 6.8 0 6.8
2005 6.8 0 6.8
2006 6.8 0 6.8

Cotton fabric
1996 8.9 0 8.9
1997 8.8 0 8.8
1998 8.7 0 8.7
1999 8.6 0 8.6
2000 8.5 0 8.5
2001 8.4 0 8.4
2002 8.3 0 8.3
2003 8.2 0 8.2
2004 8.1 0 8.1
2005 8.1 0 8.1
2006 8.1 0 8.1

Cotton
apparel
1996 16.3 26.4 47.0
1997 16.1 25.9 46.2
1998 16.0 24.9 44.9
1999 15.8 23.9 43.5
2000 15.6 22.7 41.8
2001 15.5 21.4 40.2
2002 15.3 19.3 37.6
2003 15.2 17.1 34.9
2004 15.0 15.1 32.4
2005 15.0 0.0 15.0
2006 15.0 0.0 15.0
a This is calculated by multiplying the power of the tariff equivalent of the quota by
the power of the tariff (1+x/100)(1+y/100)
Source: CIE (1999).
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but, in particular, through PFCP and through
marketing loans and loan deficiency payment
programs. Total price and income support pay-
ments in 1999/00 were estimated at just over $2
billion.

Direct Income Payments
PFCPs are predetermined annual payments
based on historical enrolled areas of contract
upland cotton. They are designed to compensate
growers for the loss of some market price sup-
port to producers under the 1996 Farm Bill.
These payments in 1999/00 were US$623 mil-
lion. An additional payment under this program
for disaster relief amounted to US$616 million.
PFCPs began with the 1996 crop and will end
with the 2002 crop.

Market Price Payments
The other main form of assistance to
cotton growers is through the market-
ing assistance loan and loan deficiency
payments program.

Upland cotton loan rates are deter-
mined according to a statutory formula
that compares domestic and world
prices. The minimum loan rate is 50
cents per pound and the maximum is
51.9 cents per pound. For 2000, the
loan rate remains at its maximum level
of 51.9 cents per pound. Producers
must have their cotton ginned and
placed in a Commodity Credit Corpo-
ration (CCC) approved warehouse.
Cotton placed under a marketing as-
sistance loan may be forfeited to the

at the time the loan is repaid, the farmer need
only pay back at the rate of 40 cents per pound,
having earlier taken out a loan at the loan rate of
51.9 cents per pound. The difference is met from
the government program. Under certain circum-
stances interest charges on loans and warehouse
charges are also met by the government.

In addition, eligible producers who do not take
out the loan are eligible for a loan deficiency
payment which, like the marketing loan, is equal
to the difference between the AWP and the loan
rate when the AWP is below the loan rate.

Export Subsidies
So called Step 2 market payments can be made
to eligible cotton exporters and also domestic
end users of cotton consumed at the mill when
the following conditions are met. First the U.S.
domestic price exceeds the Northern European
cotton price by more than 1.25 U.S. cents per
pound for four consecutive weeks, and, second,
the AWP is within 134 percent of the base loan
rate.

Payments
Spending for Step 2 payments was capped at
US$201 million for the 1996–2002 period but
this level was exhausted by the end of 1998. In
1999 Congress passed the U.S. Agricultural
Appropriation Bill, which provided an additional
US$200 million in fiscal 2000 and US$430 mil-
lion through to 2002 for Step 2 payments. In the
two years to 1999/00, Step 2 payments on cot-
ton have averaged about 10 percent of the cot-
ton price.

The objective of Step 2 payments is to bridge
the gap between higher U.S. domestic prices and
world prices when this occurs, so that U.S. ex-
porters and domestic mills maintain their com-
petitiveness.

It is sometimes observed that when Step 2 pay-
ments are being made and U.S. cotton supplies
are tight, U.S. futures prices for cotton move
upwards. Step 2 has two potential market im-
pacts. Firstly, it can initially rally U.S. futures
by stimulating exports and increasing domestic
demand. Secondly, it tends to drive down inter-
national basis levels, especially Australian ba-
sis levels. The Australian basis level, for ex-
ample, is the difference between Australian cot-
ton prices and U.S. futures prices.

Australian cotton is priced against the U.S. cot-
ton futures market. Rising futures can push up
Australian prices. This assumes that the Austra-
lian basis does not suddenly slump to reflect Step
2. This sometimes appears to be the case in the
short term.

Over time though, the increased availability of
cheaper U.S. cotton on the world market because
of Step 2 begins to push world cotton prices
lower, other things being equal. The Australian
basis is reduced to compete with U.S. cotton.

5    Government assistance to cotton producers

Country Production Average assistance per pound produced
Total assistance to

production

1999-2000 1997-98 1998-99
1999-99

reviseda 1999-2000 1999-2000

kt US cents US$m
US 3694 7 14 22 25 2065
China 3830 20 27 27 15 1534
Greece 428 86 74 78 68 638
Turkey 795 na 11 11 11 198
Spain 125 82 89 89 75 206
Brazil 622 4 5 5 3 44
Mexico 137 3 3 3 9 28
Egypt 229 39 13 0 4 20
Total 9860 17 22 24 22 4734
a 1998-99 figures revised by ICAC. na not available.

6    Proportion of unit returns to producersa
paid by governments through price and
income support programsb

1997-98
1998-99
revised 1999-2000

% % %
U.S. 9 27 32
China 22 31 22
Greece 54 57 56
Turkey na 16 17
Spain 53 60 58
Brazil 5 8 5
Mexico 4 5 15
Egypt 35 0 7

Average (all countries) 19 29 29
a Unit returns to producers taken as the world price (Cotlook A index)
plus estimated average government assistance per pound produced.b Price and income support programs only. Credit, R&D and other
assistance not included.
Source: Derived from Valderrama (1999) and ICAC (2000a).

7    Export subsidies in China and the U.S.

Country Exports

Average
assistance
 per pound

exported
Assistance
to exports Exports

Average
assistance
per pound

exported
Assistance
to exports

1998-99 1999-2000

kt US cents US$m kt US cents US$m
U.S. 936 5.6 116 1440 6.0 175
China (Mainland) 147 13.0 42 300 13.0 86

All countries 1083 6.6 158 1710 6.8 261

CCC when the loan expires, in full satisfaction
of the loan. Terms of the loan are usually for 10
months.

An Adjusted World Price (AWP) for cotton is
calculated, based on Northern European cotton
prices adjusted to U.S. base quality and average
location.

Eligible farmers will take out a loan with the
CCC on their cotton at the time of ginning with
the value of the loan based on their level of pro-
duction valued at the loan rate. Then at the time
the loan is repaid, the loan repayment rate is the
lower of the loan rate, or the AWP. This guaran-
tees that farmers will get at least the loan rate.
If, for example, the AWP is 40 cents per pound
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This can then be reflected by a weaker Cotlook
A Index and, in turn, begin to soften U.S. fu-
tures.

The actual impact of Step 2 on U.S. futures prices
and international basis levels depends on pre-
vailing market conditions. Normally Step 2 ex-
ists when the U.S. cotton supply and demand
balance is tight. Step 2 payments then have the
effect of strengthening the U.S. cotton futures
market.

International conditions also play a role in de-
termining the impact of Step 2 payments on in-
ternational basis levels and prices. Step 2 pay-
ments stimulate U.S. exports which then have a
negative effect on the international physical cot-
ton market. But this impact is generally slower
than the influence of Step 2 on U.S. futures. By
their nature futures tend to react more speedily
to changes in world market fundamentals than
do physical markets.

Global Protection and the
Australian Cotton Industry

We use the GTAP model to assess the broad
implications of global protection in the world
cotton market, and then use a model of global
textile trade with emphasis on the U.S. and Aus-
tralia. This enables a detailed assessment to be
made of the implications of protection in the U.S.
on the Australian cotton industry.

The GTAP Model
GTAP is the modeling framework developed as
part of the Global Trade Analysis Project estab-
lished at Purdue University in 1992. GTAP is
supported by a fully documented, publicly avail-
able, global database. The GTAP framework
consists of a system of multi-sector country
economy-wide models linked at the sector level
through trade flows between commodities.
GTAP divides the global economy into 45 re-
gions and 50 sectors of economic activity in each
region. It was constructed in order to conduct
quantitative analyses of international economic
and trade issues. It is now routinely used by re-
searchers in government and elsewhere in more
than 30 countries to analyze trade and protec-
tion issues.

The model can be used to simulate the economic
effects of alternative trade policy scenarios.
Because GTAP is a global general equilibrium
model, all the complex economic interactions
both within the cotton and textile fiber market,
and between the world fiber market and the rest
of the economy, are captured simultaneously.
GTAP is not a dynamic model. That is, it does
not trace the time path of variables from one
state of equilibrium to another. Rather, it gives
a snapshot of one equilibrium state, for example,
one with trade distortions and then shows how
this state changes as a result of, say, removing
the trade barriers.

The Scenarios
The model incorporates all tariffs and tariff
equivalents of quotas on raw cotton, textiles and
clothing as well as subsidies on cotton produc-
tion and export subsidies. The systematic re-
moval of the various trade distortions can then
be studied through different simulations of the
model.

The following scenarios were simulated using
the model:

Simulation 1:
Removal of all tariffs and quotas on textiles and
clothing.

Simulation 2:
Removal of all production and income assistance
to cotton producers as well as removal of all
export subsidies on raw cotton, and tariffs on
raw cotton.

Simulation 3:
The free trade in raw cotton and cotton textiles
and clothing scenario. That is, the removal of
all barriers to trade in textiles and clothing
(Simulation 1) plus the removal of assistance to
cotton producers, export subsidies, and tariffs
on raw cotton (Simulation 2).

Simulation Results
The results of these simulations are shown in
Table 8.

Removal of tariffs and quotas on textiles and
clothing
The removal of tariffs and quotas on textiles and
clothing has the effect of lowering domestic
prices for these products in the countries which
impose these trade barriers and hence increas-
ing consumer demand in these countries. For
example, in the U.S., lower domestic prices feed
through to lower cotton prices to producers and
so U.S. cotton production declines by a small
amount—0.5 percent.

But the increased demand for imports by the U.S.
and other countries with similar border protec-
tion stimulates production in the rest of the
world, and even in China there is a small in-
crease in production. China maintains some tar-
iffs on textile imports. However, relative to the
U.S., China’s imports are small, as are its levels
of border protection on textiles and clothing.
Mostly China is a net exporter of these prod-
ucts.

Overall, global consumption of cotton is stimu-

8    Projections of the effects of removing assistance to cotton growers
and barriers to trade in textiles and clothing

Projection Unit

Removal of
tariffs and
quotas on

global  trade
in textiles

and clothing

Removal of
assistance

to cotton
producers

(production
subsidies,

export
subsidies

and tariffs on
raw cotton)

Undistorted
 global market in

production and
trade in cotton,

textiles and
clothing —

removal of barriers
to trade in textiles

and clothing
(simulation 1)

plus removal of
assistance to

cotton producers
(simulation 2)

Simulation 1 Simulation 2 Simulation 3

Change for base (1999): increase or decrease

Australia
Cotton production % 3.3 44.2 50.1
Cotton production kt 24 316 358
Cotton industry net income % 4.9 53.3 61.6
Cotton industry net income A$m 16.3 177.4 205.1
Cotton industry net income $/grower 10 900 118 300 136 700
Export price of cotton % fob 0 2.2 2.3

Competitor producers
U.S. cotton production % -0.5 -15.9 -17.4
China cotton production % 0.3 -19.5 -19.8
Rest of world cotton
production % 1.2 13.4 15.2

Global consumption of
cotton
Consumption % 0.8 -2.7 -2.1
Consumption kt 154 -517 -407
Source: CIE estimates with GTAP model.
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lated by a net 0.8 percent or an estimated 154
kilotons. But the increased demand for cotton
and increased global cotton production means
that in equilibrium, there is no net effect on glo-
bal cotton prices. That is, the price of Australia’s
cotton exports is little changed in equilibrium.

Nevertheless, demand for Australia’s cotton ex-
ports increases, and to match this, cotton pro-
duction in Australia increases by 3.3 percent or
nearly 24 kilotons. As a result, the net income
of Australia’s cotton industry increases 4.9 per-
cent or an estimated A$16 million. With an esti-
mated 1,500 cotton growers in Australia, this
means an increase in the net income of an aver-
age cotton grower of nearly $11,000. Another
way of looking at these results is that the cur-
rent trade barriers on textiles and clothing
through the MFA and ATC costs Australian cot-
ton growers about $11,000 per year per grower.
By implication, these trade barriers also impose
a large cost on cotton producers in other non-
subsidizing countries.

Removal of production and export subsidies
and tariffs on raw cotton
From Table 8 it is apparent that the effects of
removing all production price and income sup-
ports, export subsidies and raw cotton tariffs is
very much more dramatic than only removing
import barriers on textiles and clothing.

The results for simulation 2 indicate a substan-
tial drop in U.S. and Chinese cotton production,
a reflection of the large subsidies to producers
in these countries. In this analysis, the base case
scenario (with subsidies) assumed that the aver-
age level of assistance per pound produced in
the U.S. was 14 cents per pound and 27 U.S.
cents a pound in China. This was the original
ICAC Secretariat estimate (Valderrama 1999).
The revised 1998/99 estimate for the U.S. was
22 cents (which was made available to us after
our analysis was completed). This lower sub-
sidy estimate could allow for some income sub-
sidy effects which do not directly influence pro-
duction, but even so, the effect of removing these
subsidies is dramatic.

There is a significant increase in the world price
of cotton and this stimulates a 13.4 percent in-
crease in cotton production in the rest of the
world. But this is not enough to offset the falls
in cotton production in the U.S. and China. Glo-
bally, world cotton production and consumption
fall, the latter because of the increase in world
prices.

For Australia, these simulation results indicate
a massive 44 percent increase in cotton produc-
tion and a 53 percent increase in the net income
of the cotton industry. Possible physical con-
straints on cotton production in Australia caused
by land and particularly water limitations are
not taken into account in the GTAP model. In
this sense, the model is likely to be overstating
somewhat the Australian supply response.

ing imports and subsidies to cotton producers
was detailed earlier.

The MFA Model
We use a global model of production, consump-
tion and trade in fibers, textiles and apparel
(MFA model) to evaluate the impact on the Aus-
tralian cotton growing industry of U.S. assis-
tance to its textile and clothing, and cotton grow-
ing industries. The model, constructed by the
CIE, covers Australia, the U.S. and the rest of
the world. In each of these three regions it cov-
ers:

• Production of wool fiber and cotton fiber.
• Demand for these fibers and trade between

regions producing wool, cotton and man-
made fiber yarns.

• Trade between regions in these yarns and their
use in the production of wool, cotton and other
fabrics.

• Trade between regions in fabrics and their use
in the production of wool, cotton and other
apparel.

• Final consumption of apparel and its trade.

The model is based on an integrated set of in-
put-output accounts, which shows how cotton
and wool producers in Australia and elsewhere
are linked to final users of apparel through each
stage of the value chain in each country. For
example, some Australian cotton production may
be exported for early stage processing into yarns
in, say, the rest of the world, which may then be

Of course, there are very
substantial subsidies to pro-
ducers in the U.S. and
China, in particular, as well
as significant export subsi-
dies. Production subsidies in
China, for example, amount
to 31 percent of the farm
gate value while in the U.S.,
support programs amount to
about 25 percent of the farm
gate value.

China’s export subsidies amount to nearly 17
percent of the export price while U.S. export
subsidies are nearly 7 percent of the export price.
Removal of subsidies of these magnitudes can
be expected to have a large impact on the world
cotton market.

Free trade in cotton, textiles and clothing
The results for this scenario are similar to those
for simulation 2 (removal of production and
export subsidies), but the effects are more exag-
gerated. In any case, the implication is clear.
Production subsidies to China and the U.S., in
particular, have a far greater impact on the world
cotton market than tariff and other trade barri-
ers on textiles and clothing through the MFA and
ATC.

Effects of U.S. Policies on the
Australian Cotton Industry

The U.S. has a major influence on the world
cotton and textile fiber market accounting for
16 percent of world cotton consumption (Table
9). Expenditure by U.S. consumers on textiles
and clothing in 1996 was a massive US$315
billion.

U.S. consumption of fibers through expenditure
on apparel is heavily weighted towards cotton
and synthetics (Chart 10).

Also, the U.S. is Australia’s major competitor
in most of Australia’s raw cotton markets.

U.S. policy on trade barriers to textiles and cloth-

9    Im portance of the U .S. m arket in  the w orld fiber
m arket

Fiber type
W orld

consum ption
U.S .

consum ption U.S . share

kt fiber
equivalent

k t fiber
equivalent

%

W ool and wool blend 1 009.0 121.7 12.1
Cotton 17 280.1 2 740.6 15.9
O ther 21 308.0 3 834.4 18.0
Source : C IE  estim ates.

10    Fiber composition of U.S. apparel consumption
Fiber equivalent weight basis

Wool
4%

Cotton
48%

Man-made
48%

Data source: CIE estimates.
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purchased by the U.S. textile and clothing in-
dustries for later stage processing and sale in
that market.

Details of the model are given in CIE (1999).

The model is used to simulate the impacts of
two scenarios on the Australian cotton industry
and other sectors of the fiber market:

Simulation 4:
Removal of all U.S. quotas and tariffs on yarns,
textiles and apparel imports; and

Simulation 5:
Removal of quotas and tariffs (simulation 4) plus
removal of all U.S. production subsidies to U.S.
cotton producers.

Simulation Results
The results are shown in Table 11. The most ob-
vious outcome is that removal of U.S. produc-
tion subsidies has a far greater impact on the
Australian cotton industry than removal of U.S.
border protection on yarns, textiles and apparel.
Nevertheless, the Australian cotton industry
would still benefit from removal of border pro-
tection. These results are consistent with those
derived from the GTAP model.

Removal of tariffs and quotas
The elimination of tariffs and quotas on yarns,
textiles and apparel by the U.S. would raise the
aggregate income of the Australian cotton in-
dustry by about US$5 million (equivalent to
A$7.7 million) at the 1999 exchange rate of 65
U.S. cents per A$1. With around 1,500 cotton
farmers in Australia, average cotton farm in-
comes would increase by A$5,100. Put another
way, this is an estimate of the cost on Australian
cotton farmers of U.S. protection on yarns, tex-
tiles and apparel. The effect is indirect. U.S. pro-
tection lowers the demand for imports which, in
turn, lowers the demand for raw cotton imports
from Australia by textile and apparel manufac-
turers mainly in Asia.

U.S. border protection on these products also
has disadvantages for the U.S. cotton industry.
U.S. import barriers, in reducing demand for
imports of textiles and clothing from other coun-
tries, not only reduce demand for Australian raw
cotton but also reduces demand for U.S. raw
cotton exports. Because of these border restric-
tions, U.S. cotton production is estimated to be
about 9 kilotons less than it otherwise would be,
and the aggregate income of U.S. cotton pro-
ducers is US$17 million lower than it would be
if quotas and tariffs were removed.

If the U.S. were to liberalize trade in textiles
and clothing, U.S. consumers would be the big
gainers. The model projects that removal of all
trade barriers on textiles and clothing would in-
crease U.S. consumption of these products by
6.5 percent, but at the same time, U.S. consum-
ers would spend US$20 billion less on these
products (1996 prices) because of the cheaper

prices. This gives an estimate of the extent to
which U.S. consumers are disadvantaged by the
current restrictions on imports.

Removal of production subsidies and
barriers to trade
Removal by the U.S. of assistance to its cotton
growers (taken as the equivalent of 14 U.S. cents
per pound—see earlier discussion) with no
change in import barriers would raise the ex-
port price of cotton to Australian growers by
around 6 percent. This would come about be-
cause of the reduced volume of U.S. raw cotton
shipped to export markets.

If the U.S. were to remove both trade barriers
on textile and clothing imports and subsidies to
its producers, the model projects that prices for
Australian raw cotton exports would increase
by around 7 percent (Table 11). The impact on
the Australian cotton industry would be pro-
found. Australian cotton production would in-
crease by nearly 7 percent and the aggregate in-

come of Australian cotton producers would rise
by around 19 percent, equivalent to about
$42,000 for each cotton grower. There would
also be significant gains to the rest of the world.
Of course, U.S. cotton growers would stand to
loose considerably—the industry’s aggregate
income would fall by around 36 percent, or
US$660 million.

Overall Evaluation
The message from both sets of simulations for
the Australian cotton growing industry is clear.
While it stands to gain from the removal of trade
barriers on yarns, textiles and clothing, by far
the most important benefits would come from
the removal of production subsidies in the U.S.
and other subsidizing countries. Even some re-
duction of subsidies on production in the U.S.,
and by implication China, would be an impor-
tant source of gain to the Australian cotton in-
dustry. These findings are also relevant for other
non-subsidizing cotton producing countries.

11    Projections from MFA model of removal by the U.S. of barriers
to trade in yarns, textiles and clothing and assistance to U.S. cotton
producers

Unit
Base

(1999) Removal of U.S. protection

Removal of quotas and
tariffs

Removal of quotas
and tariffs plus

subsidies to U.S.
cotton producers

Change
from base

Change in
level/value

Change
from base

Change in
level/value

% %
Australia

Production
Wool kt clean 431 0.3 1 0.6 3
Cotton kt lint 716 0.8 6 6.6 47

Incomea

Wool US$m 1 052 1.0 10 1.9 20
Cotton US$m 215 2.2 5 19.4 42

United States

Production
Wool kt clean 14 -1.5 0 0.3 0
Cotton kt lint 3 599 0.3 9 -12.2 -440

Income
Wool US$m 24 -7.2 -2 1.4 0
Cotton US$m 1 864 0.9 17 -35.5 -663

Rest of World

Production
Wool kt clean 505 0.4 2 0.6 3
Cotton kt lint 14 326 1.2 173 3.3 472

Income
Wool US$m 1 263 1.2 23 1.9 23
Cotton US$m 11 609 3.1 998 8.6 998

Australian export price
Cotton USc/lb 53 0.8 0.4 7.0 3.7
a Net income represents gross value of production less variable costs, that is, return to capital, land and labor.
Source: CIE projections.
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Overcoming Impediments
to Competition

Lyall Howard
National Farmers’ Federation

Australia
The National Farmers’ Federation represents
Australian agriculture on national and interna-
tional issues and has consistently advocated for
freer and more competitive markets within Aus-
tralia and abroad.

This address will discuss the who and what of
global protection, what needs to be done to over-
come the problem, and what this means for the
cotton industry.

This address draws heavily on a study released
at Banff by Andrew Stoeckel, CIE, “Solving the
Problem: A look at the political economy of ag-
ricultural reform,” on other related papers on
CIE’s Web site (www.intecon.com.au), and or-
der forms from RIRDC’s Web site (www.
rirdc.gov.au).

Key Question
Reform of world agricultural trade would ben-
efit Australian and some other cotton producers
greatly, but it will cost some producers in subsi-
dized markets.

The elimination of production subsidies and
trade barriers would increase Australian farm-
ers’ incomes by over 40 percent.

The question is: How will reform happen?

“Take Aways”
• There has been no real progress in agricul-

tural reform in any agricultural commodity.
• It is a global problem extending well beyond

cotton.
• Negotiations will come to nought again un-

less new political will is found. A new strat-
egy is needed.

• Powerful political forces at work are prevent-

ing reform. The agricul-
tural problem is as big
as ever 14 years after
the start of the Uruguay
Round, showing there
are powerful political
forces working to pre-
serve the status quo.

• Equally powerful
counterforces will have
to be brought in to play
if reform is to happen.

• Can only happen if sev-
eral interest groups
form a coalition for re-
form.

State-of-play
• Broad WTO round

failed in Seattle
• Mandated talks on ag-

riculture started
• U.S. election pivotal for

direction of trade re-
form

• Pressure to do some-
thing on agriculture is
building because there
has been no progress
since 1986

World agricultural protec-
tion is costly but it is in a
country’s self-interest to
reform. If they do not reform, either:

• Analysis of costs is wrong (reject this):

° Many studies confirm the same thing.
• People want the current support (reject this):

° Reasons keep changing

° Hidden methods used

° Wasteful ways used
• The majority of voters do not know what their

own self-interest is.

° Educate and explain
• Narrow vested interests dominate common

good.

° Build coalitions for reform

° Focus on reforms that will force more
scrutiny

Solving the Problem
• No argument or group is strong enough to win

reform: coalitions are needed.



28                                                                                                                                                                     NOVEMBER 2000

• Groups, which are most effective, will vary
by country and commodity.

• Treasuries, environmental groups, consumers
are most important in EU and USA.

• Developing country interests is important to
all countries.

• In the end, form coalitions educated on the
benefits of free trade to push very hard for
market access and reduction in production
subsidies.

• Coalitions are already
happening, and prior lack
of real progress means no
one will settle for incre-
mental change this time.

Cotton Growers in
Protected Markets

Cotton growers in pro-
tected markets should rec-
ognize that:

• Production enhancing
subsidies that wreak
havoc on other producers
are unlikely to stay.
• Subsidies are not in the
industry’s best long-term
interest. The removal of
subsidies in New Zealand
was championed by the
farmers themselves and
agriculture is now more
commercially oriented to
meet consumer needs.
• The worst outcome is
a typical political compro-
mise and slow “bleeding
to death.”
• Growers should lobby
for (1) one off-lump sum
payment to leave farming
(for example, Australian
dairy) especially while
budget surpluses are there;
(2) for welfare support un-
related to production,
where needed; and (3)
should buy cotton produc-
ing land in unprotected
markets and emigrate—
welcome!

Cotton Growers in
Unprotected

Markets
Cotton growers in unpro-
tected markets should rec-
ognize that:

• The lack of progress
in the Uruguay Round will

not be tolerated this time.
• It is an agricultural-wide problem.
• Vertical coalitions are needed to support re-

form (for example, sugar).
• There is a need to analyze carefully who ben-

efits from reform and create horizontal coali-
tions of not just farmers but agribusiness, con-
sumers, etc.

• Ways have to be found for farmers in pro-
tected markets to exit cotton production with
money and dignity.

Statement of Argentina
Yesterday we heard two officials from the gov-
ernment of Australia discussing subsidy policies
and other government measures and today, at the
panel on “Government Measures Affecting
Trade in Cotton and Cotton Products,” we have
also heard excellent presentations on this sub-
ject and its repercussions, which spare us from
any previous comment. Thus, the Argentine del-
egation would like to submit its point of view
on this controversial situation, still without so-
lution.

“... In some countries there are very few
viable options to replace cotton cultiva-
tion. Cotton production in developing
countries is necessary not only to cover
the needs of the local industry, but also to
secure foreign exchange that will permit
them to service their external debt. ...Some
countries also pointed out that the effort
to reestablish the equilibrium for cotton
was the main concern of developed coun-
tries and key producers and that artificial
incentives should be eliminated ...”

The above lines correspond to point 9 of the
Statement of the 44th Plenary Meeting held in
1985 in this country that today again is offering
us its hospitality.

Fifteen years have elapsed and it would seem
that if the same concepts with slight modifica-
tions were incorporated in the Statement of the
59th Plenary Meeting, to a large extent they
would describe the present situation of cotton
in the world.

At a meeting of the World Trade Organization a
few weeks ago regarding subsidies, the Euro-
pean Union requested that subsidies for animal
welfare be granted so that its producers could
incur bigger expenses for that purpose. For ex-
ample, in some of these countries metal tubes
are being used to feed geese whereas in others
calves are kept in cages. These are some forms
of production that really do not result in animal
welfare. When this kind of arguments are used
to establish subsidy policies, those countries not
applying such measures are astonished to see
that in some developed nations animal welfare
is more important than offering the possibility
of producing and having access to basic nour-
ishment and clothing to the majority of the popu-
lation in underdeveloped or developing coun-
tries.

According to information supplied by Carlos
Valderrama, an economist with the ICAC Sec-
retariat, at a meeting held in August 2000 in the
city of Brisbane:

“In 1986, 25 countries had subsidies on
production under the form of programs
related to price or income. It was estimated
that year that 69% of world production de-
pended on government subsidies. During
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the 1990s, the price support programs
were stopped in several developing coun-
tries. Information gathered by the Secre-
tariat suggests that during 1998/99, 53%
of world cotton production benefited from
direct price or income support programs.
In that period, out of 76 cotton producing
countries, support programs on cotton pro-
duction took place in eight countries: Bra-
zil, China (Mainland), Egypt, Greece,
Mexico, Spain, Turkey and the United
States. The level of assistance granted by
the governments in those eight countries
in 1998/99 amounted to US$5.4 billion.
Subsidies in 1998/99 ranged from an esti-
mated US$15 million provided by Mexico
to US$2.7 billion provided by China
(Mainland). In 1998 the assistance per
pound of fiber fluctuated between
US$0.89 in Spain and US$0.03 in Mexico.

“Estimated production and additional in-
formation gathered by the Secretariat sug-
gest that during 1999/00 support programs
are benefiting 52% of world cotton pro-
duction.”

For more than fifteen years, members of the
Argentine delegations attending ICAC’s
plenaries and Standing Committee meetings held
in Washington, D.C., USA, together with other
countries that do not subsidize cotton produc-
tion or exports, have been struggling for the
elimination of these measures of distortion that
in the mid-term will harm the whole world cot-
ton economy.

Last September 22, during the WTO negotia-
tions on agriculture, the Cairns Group, made up
by 18 countries: Argentina, Australia, Bolivia,
Brazil, Canada, Colombia, Costa Rica, Chile,
Fiji, Guatemala, Indonesia, Malaysia, New
Zealand, Paraguay, Philippines, South Africa,
Thailand and Uruguay, expressed the following:

“The rules of the Uruguay Round regulat-
ing internal assistance established a dis-
tinction between forms of assistance with
distorting effects on trade and production
(Global Measure of Assistance—MGA in
its Spanish acronym) and blue box-and
forms of assistance with none or minimum
distorting effects on trade and production-
green box. However, the present rules and
reductions are undoubtedly insufficient and
have not made possible to resolutely aban-
don the forms of internal assistance that
distort trade and production.

“The high levels and wide disparities of
internal assistance with distorting effects
on trade and production continue to harm
world agricultural markets. This assistance,
mostly provided by some of the rich de-
veloped countries, encourages the ineffi-
cient production that unfairly competes
with producers of other member countries
of the WTO. Only thirty WTO members

have the right to provide the MGA category
of assistance over and above the  de mini-
mis levels. Furthermore, the blue box as-
sistance measures that distort trade and
production are exempt from the reduction
commitments of the Uruguay Round, while
other policies supposedly with green box
measures also produce effective or poten-
tial distortions.

“The Cairns Group is trying to obtain im-
portant reductions in internal assistance
leading to the elimination of all forms of
assistance with distorting effects on trade
and production. Only those forms of assis-
tance without distorting effects in the con-
text of a reduction of assistance levels
should be permitted. The Cairns Group rec-
ognizes that it will be necessary to have
provisions regarding the reinforcement of
the special and differentiated treatment to
answer the needs of developing and less
developed countries to develop their agri-
cultural and rural sector, as well as to in-
crease the standards of living of their popu-
lation.”

The following four paragraphs expressed the Ar-
gentine thinking in the 1999 plenary meeting,
which today we ratify.

“The Uruguay Round was the first step to
discipline trade in agricultural products. It
was a transition agreement that treated ag-
riculture with different rules than those
applied to other products. It is necessary
to guarantee that WTO’s next agricultural
negotiations put an end to the discrimina-
tion, to the apartheid to which agriculture
has been subject, and that they secure a
fundamental reform so that trade in agri-
cultural products has the same basis en-
joyed by trade in other products.

“Argentina requests that subsidies on raw
cotton and cotton fiber production, and
exports of fiber, yarn, textiles, apparel,
ready-to-wear clothing and other manufac-
tures be eliminated.

“This type of policies harm countries such
as Argentina, which do not apply this kind
of government measures, thus establishing
unfair competition, distorting the market
and creating more price volatility and in-
stability.

“The reform of agricultural policy is not
limited to the reduction of support and pro-
tection to farmers; in addition it must pro-
vide farmer-income security nets that are
cost efficient and well-oriented, and ex-
ecute efficient programs that make possible
the adaptation of the most vulnerable farm-
ers without causing distortions to produc-
tion or trade.”

Furthermore, the Argentine Statement at the
WTO on June 29 and 30, 2000 stated:

“According to the last estimates published
by the Organization for Economic Coop-
eration and Development (OECD), when
the referred crisis begun, the total support
to agriculture provided by member coun-
tries of that Organization amounted to
US$329 billion. In 1998 that support
reached US$352 billion and in 1999 it in-
creased again to US$361.5 billion. In other
words, from the beginning of the financial
crisis in Asia and despite the fact the Agree-
ment on Agriculture was in force, subsi-
dies have increased 9.95 percent, almost
10 percent. This represents an annual trans-
ference in favor of rural producers in coun-
tries of the OECD, equivalent to 1.4 per-
cent of the GDP of the world’s richest coun-
tries.

“The global consequences of these subsidy
and support policies on production are very
serious. If, for instance, we take the case
of the Common Agricultural Policy, ac-
cording to a recent study published in the
Journal of the Institute of Economic Af-
fairs, these policies are costing the world
US$75 billion per year, two thirds of which
correspond to subsidies and higher prices
paid by taxpayers and consumers of the
member countries of the EU, and one third
due to loss in production and income in
the remaining producing countries. Yet,
something this study does not calculate,
and this is a point on which we cannot but
express our concern, are the consequences
that the subsidies on exports have on the
production and income of producers in the
importing countries who receive such sub-
sidized exports. A recent study by the World
Bank has presented in dramatic terms this
impact on the agricultural production of
African countries.

“We, the developing countries only have
access to the legitimate instruments of
competition: quality and price. If we wish
to sell our products, we must force our-
selves to produce better and cheaper. There-
fore, we consider equally unacceptable that
the main world exporters should enjoy the
privilege of the ‘special and differentiated
right’ to remove us from the market, either
by subsidizing prices or the terms of pay-
ment of their exports.”

That same day, in the same forum, among other
significant points the Statement of Australia
expressed on behalf of the Cairns Group:

“The serious consequences of subventions
on exports are obvious and India referred
to some of them in the preceding point of
the agenda. They cause a reduction in prices
that would be applied normally to commer-
cial transactions. They reduce incentives in
order to obtain a more efficient production
and a greater number of sources. All this
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harms other countries, particularly the de-
veloping nations, who are net importers of
food products, and weakens their food se-
curity and long term development.

“Subventions on exports compel those who
strive to be competitive to use less sustain-
able production methods and, therefore,
cause harm to the environment.

“Subventions on exports are fundamentally
unfair. Literally they are ‘neighbor impov-
erishment’ policies to the detriment of those
whose economies are not able to compete.
They reflect a discrimination of trade stan-
dards against countries that do not subsi-
dize exports, against their farmers and ru-
ral communities, and discriminate in fa-
vor of those whose comparative advantage
is the manufacturing sector, a sector where
these policies were prohibited 40 years ago.

“Furthermore, only 25 of the 137 members
of WTO benefit from this discrimination
which correspond to a 97 percent of OECD
members.”

Therefore, and taking into account that at ICAC
plenary meetings in the last 15 years we have
been considering this subject, it is hereby re-
quested that the Statement of the 59th Plenary
Meeting include a commitment by all the mem-
ber countries to strive for the elimination of sub-
sidies on production, exports and internal assis-
tance, since these policies still are maintained.
In addition, it is the case in the present 2000/01
cotton season—with clear market signals that
international prices would reach lower levels
than past years’ averages—in which the United
States is the world’s largest producer and ex-
porter (with the exception of China [Mainland],
not a member of ICAC) with its farmers having
increased planted area based on the subsidies
they receive.

Statement of Colombia
What better place than this beautiful city of
Cairns, which gave its name to the group of coun-
tries that worked indefatigably for free trade, to
urge, on behalf of the government of Colombia,
that this 59th Plenary Meeting of the Interna-
tional Cotton Advisory Committee recommend
that its member countries immediately remove
all measures that distort trade and cotton fiber
production, because of the very damaging ef-
fects on developing countries and, in particular,
on the least favored classes of the rural popula-
tion.

In spite of the apparently significant advances
attained with the Agricultural Agreement of the
World Trade Organization WTO, which seeks a
fair and equitable trade for agricultural prod-
ucts, tariff and non-tariff barriers throughout the
world and production and export subsidies con-
tinue to distort markets, favoring the developed

countries with strong treasuries, at the expense
of the least favored nations.

With the Uruguay Round of GATT, some devel-
oping countries felt they had obtained a great
victory with the special and differentiated treat-
ment, which extended their deadlines to reduce
tariffs and subsidies, and decreased the percent
reduction of the commitments. However, they
soon realized that the inequities between the
WTO member countries continued, since the
level of protection and subsidies of developed
countries more than exceeded those granted by
developing countries and they continue to dis-
tort trade in their favor. They have barely, if at
all, reduced their subsidies, vis-à-vis those
granted a decade ago, and they have maintained
strict protection practices by combining tariffs
with import quotas. They have also introduced
new non-tariff barriers, such as the sanitary,
phytosanitary and ecological restriction. These
conditions simply show that in international
trade the rules of the game are not the same for
all.

The recent study prepared by the Secretariat of
ICAC on Production and Trade Policies Affect-
ing the Cotton Industry confirms that trade dis-
torting measures continue unchanged or have
increased in the last fifteen years, in spite of all
the efforts made during the GATT Uruguay
Round to open up trade for agriculture and live-
stock. Noteworthy are the measures applied by
the United States, because of their influence on
international markets. In 1998/99 the U. S.
granted a total of 1,596 million dollars (US27.8
cents per lb.) in direct subsidies to farmers and
exporters, and in 1999/00 a total of 2,240 mil-
lion dollars (US31.4 cents per lb.), equivalent
to 53% and 54% of the international price, re-
spectively. The averages for the Cotlook A In-
dex for those years were 52.8 and 58 cents of a
dollar per lb.

It is also important to mention the subsidies
granted by the European Union because of how
generous they are. In 1998/99 and 1999/00 Spain
received 88.8 and 74.9 U.S. cents per lb., and
Greece, 76.7 y 67.6 U.S. cents per lb., respec-
tively. These high subsidy levels differ from the
support given to the production of countries such
as Turkey (11.3 U.S. cents per lb. in 1999/00),
and Mexico, (9.3 U.S. cents per lb.), and the
export subsidies to China Mainland (13 U.S.
cents per lb.). And even lower still is the sup-
port granted in countries like Colombia, where
in two of the last ten years farmers received 5
U.S. cents per lb. These data confirm the exist-
ing inequities in international trade, which pre-
vent us from competing not only in international
markets, but what’s even worse, in our very own
markets.

In fact, unfair competition of international trade
seriously hurts Colombian farmers and dramati-
cally increases rural unemployment, leaving
thousands with no alternative for survival, aban-

doning them to their own fate. Therefore, some
have been forced to find their livelihood in ille-
gal crops and other activities outside the law.

In fact, since Colombia’s economy was liberal-
ized in 1991, when tariffs and subsidies were
drastically reduced and non-tariff measures
eliminated, agricultural and livestock imports
have increased. They have gone from 1.2 mil-
lion tons in 1990 to 5 million in 1999, while
domestic production plummeted; about a mil-
lion hectares are no longer being used for agri-
culture, several thousand farmers and close to
400,000 rural workers are unemployed. Like-
wise, coca and poppy production has increased
tenfold in that same period.

And in the specific case of cotton, the result of
the economic liberalization was a decrease of
more than 217,000 hectares no longer being cul-
tivated and about 121,400 tons of fiber not be-
ing produced. This, in turn, had a negative im-
pact on the country’s balance of trade of close
to US$166.5 million at today’s prices, due to a
decrease in exports of US$85.7 million and an
increase in imports of US$80.7 millions. And
even worse are the 12,400 small farmers who
went out of business and more than 200,000
workers who lost their jobs, directly or indirectly.
Today, the countries with high income and con-
sumption levels accept their co-responsibility in
the increasingly serious problem of drug traf-
ficking and its consequence of corruption and
violence that has been affecting Colombia for
the past two decades. Aside from the repressive
actions supported by the international commu-
nity, it is necessary to adopt those measures that
help maintain and increase the production of
profitable and sustainable legal crops as valid
alternatives for thousands of farmers and work-
ers who labor in illegal crops today. This means
that there is a need to put an end to unfair com-
petition by removing the subsidies that distort
trade and production and give free access to all
markets.
Even in the developing countries that believe in
free international trade for agricultural products
and where no illegal activities take place, which
fortunately is the majority, unemployment, pov-
erty and growing misery are becoming an un-
manageable and explosive social situation.
The comments made by Michael Camdessus,
former director of the International Monetary
Fund (IMF) were quite powerful: “The greatest
problem of our times is poverty. When we con-
sider how much the world economy has pro-
gressed we find it even harder to accept poverty.
The growing differences between the rich and
the poor in many countries and the gap between
rich nations and the more impoverished is mor-
ally outrageous, it represents a waste of resources
and is socially explosive. We know now that it
is not enough to increase the size of the pie; the
way in which it is distributed is profoundly rel-
evant in the dynamic growth of world develop-
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ment. If the poor are abandoned and left with-
out hope, poverty will erode our social struc-
tures, generating confrontation, violence and
civil unrest.”
Like many other conscientious leaders, he un-
derstands that to have more than 3 million people
with a daily income of less than two dollars—of
which 1.3 billion don’t even receive one dollar
a day and live in absolute misery—is a great
threat to world stability. This must make us re-
flect deeply on the results of applying the “free
market” neoliberal theories, and discover that
they alone cannot be the solution. As long as the
unfair and inequitable practices in trade con-
tinue, countries, governments and international
agencies have the responsibility of exercising
their power to level out the playing field of the
social and economic agents. The richer more de-
veloped countries must have a vision and be
aware that in a globalized economy what hap-
pens to the smaller, poorer and more remote
countries will end up affecting their comfort-
able existence.

For all the above reasons, let us call on this con-
sultative body of member governments to make
a recommendation about the pressing need to
remove all measures distorting international
trade and cotton production, such as the high
protection levels, export subsidies and distort-
ing domestic assistance. This request we make
today supports what Colombia and other coun-
tries present at this meeting have been asking
for: that in the present trade negotiations on ag-
ricultural, livestock and agroindustrial products
at the WTO they agree to a profound reform,
which is indispensable for world agricultural
trade. In that way, all members of this organiza-
tion will definitely receive fair and equitable
treatment.

First Open Session
The Promotion of

Cotton from an
Australian Perspective

Philip Russell
Cotton Australia

Australia
I have been asked to speak this afternoon on the
promotion of cotton from an Australian perspec-
tive.

If my presentation reflected the level of highly
visible promotion of cotton in Australia, or for
that matter visible promotion of Australian cot-
ton in international markets, then my presenta-
tion would conclude about now.

The fact is, in relative terms there is very little
direct promotion of Australian cotton.

Australian marketers of goods and services
spend approximately AUD$22.5 billion per an-
num on all forms of product promotion, above
and below the line. This includes direct market-
ing (largest component) and all forms of adver-
tising.
The amount spent by our major cotton garment
marketers is very small at around $3 million in
total.
The case could be put that the Australian cotton
industry largely ignores its ultimate consumer.
Despite this we have a product that is worn daily
by most Australians and is preferred to other fi-
bers.
Before speaking further about cotton promotion
let me put into perspective the Australian cotton
industry and the Australian marketplace.

The Australian Cotton Industry
Cotton production has doubled in Australia over
the last five years, as has the total number of
hectares planted.
Cotton is grown from Emerald in Central
Queensland in the north, to Hillston in southern
New South Wales, and involves some 1,500
growers farming approximately 470,000 hect-
ares, both irrigated and dryland, producing some
3.2 million bales (1999/00) valued at about $1.5
billion. Roughly 70% of both area and produc-
tion comes from New South Wales with the re-
mainder produced in Queensland.
Australia is the major producer of cotton in the
Southern Hemisphere and the world’s third larg-
est exporter of raw cotton (1999/00). Australia
produces an average yield of 1,574 kilograms
per hectare, which is the highest amongst coun-
tries producing over 200,000 bales. Australia is
regarded as one of the countries with the best
growing conditions, use of technology and man-
agement systems in the world.
Australian cotton is regarded as one of high qual-
ity. Despite all this, we are not resting on our
laurels.
The Australian cotton industry has embarked on
a major program to grow cotton better, using
what our industry calls its Best Management
Practices (BMP) program. BMP aims at pro-
ducing better quality cotton, more efficiently
with minimal impact on the environment, neigh-
bors, communities and workers. BMP allows
growers to assess their farm management prac-
tices and compare these to what the industry
considers best practice. Growers are then able
to develop individual action plans to improve
their on-farm management.
Against an industry goal of having 100% of
growers ready for independent audit by June of
2001, in excess of 9% have already completed
the audit process. We currently estimate that a
further 45% - 50% of growers are actively imple-
menting BMP to some degree and are close to
being audit-ready.

BMP has enormous advantages in the field of
improving production and the use of our limited
resources and may, further down the track, al-
low Australian cotton to be promoted as pro-
duced under an environmental management sys-
tem. This, I believe, will provide our industry
with a distinct marketing advantage both in Aus-
tralia and in overseas markets. More about this
later.

Australia, the Market
Australia has a population of 19 million people.
86% lives in large urban areas scattered prima-
rily along the Australian coast. To put our popu-
lation into perspective, I am told that if you stand
on top of the World Trade Center, in New York,
you can see the whole of the Australian popula-
tion at the one time.
Australians are what I would call a socially co-
hesive, friendly, and in the main a casual people.
This I believe is largely due to our history and
the environment in which we live. We enjoy by
any measure a high standard of living.
Australians love nothing better than being out-
side and pursuing some form of outdoor relax-
ation, sport or entertainment. As a result we tend
to dress accordingly. In general, we wear lighter
more casual clothing than many other nationali-
ties. A perfect market for cotton apparel.
We are however, very much part of the increas-
ingly global community. We have high levels of
access to what’s happening overseas and are
therefore highly influenced by international
trends, in particular food and fashion trends. That
is not to say that we don’t have our own unique
culture, customs and fashion.
In reality we are a tiny player in a global com-
munity and therefore can’t dictate world fash-
ion trends. It is therefore much harder for Aus-
tralian cotton marketers to influence the tastes
of Australian consumers.
What do we know of Australian consumers’ at-
titudes toward cotton?

We know from research we have conducted that:

• 71 % of Australians know cotton is grown in
Australia.

• 99% of those believe Australia produces me-
dium to excellent quality cotton.

• 73% prefer cotton for casual wear, 60% pre-
fer cotton for workday wear and 79% prefer
cotton for underwear.

• 50% of Australians have no dislikes of cot-
ton.

As I have demonstrated, Australians generally
perceive cotton in a very positive manner. This
is particularly pleasing as there has been no con-
certed effort in Australia over the years to di-
rectly promote cotton and its qualities as a fab-
ric. In saying this, I am not being critical of what
has been done, rather making the point that con-
sumer loyalty to cotton is amazingly high, de-
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spite very low levels of promotion compared to
other fibers, in particular wool.

The most direct cotton promotion comes by way
of association with brands and brand owners.
Cotton Australia also promotes the industry and
the fabric at a generic level, but most of this
promotion, until very recently, has been very low
key and has not involved mainstream media. I
see these two levels of promotion—brands and
generic—as being very complementary styles of
promotion and both have a legitimate role to play
in today’s business environment.

At the brand level, brand owners promote the
benefits of their products to key target audiences.
By virtue, brand promotion can be much more
specific in the promises and images that can be
made and associated with the product and prod-
uct ranges and, as a result, marketers do build
strong customer loyalty overtime.

Bonds, Mambo and Country Road are three icon
Australian brands that spend considerable
amounts of promotional dollars in keeping their
brand names in front of Australian consumers
and by so doing directly and indirectly promote
cotton. There are many other Australian mar-
keters who do the same.

However, the time for depending on these and
other companies to spread the gospel of cotton
is, I believe, coming to an end. With the increas-
ing use of synthetics in fashion, generally many
of these companies once solely associated with
cotton are increasing their own use of blends in
the making of their garments.

For instance, let’s take the case of Bonds, a name
synonymous with cotton in Australia and the
makers of the Olympic Volunteer uniforms you
may have seen at the Cotton Australia booth at
this conference. Where once Bonds’ advertising
played on the message that its products were
made with 100% Australian cotton, they have
now moved away from this because of their
heavier use of other fibers in their product range.

This leaves the promotion of cotton in Australia
in a quandary. The brands that have tradition-
ally been the promoters of cotton as a fabric have
decided to move away from this type of promo-
tion, largely because of their greater use of syn-
thetics. Who’s going to take up the slack? Should
we therefore be forging greater relationships
with the synthetic and wool industries since the
use of cotton as a blend looks set to continue to
increase in the fashion world? Perhaps these are
questions for another time but they do need se-
rious consideration.

From Cotton Australia’s perspective, we under-
take generic promotional activities, principally
in promoting the cotton industry, more so than
the fiber.

Our key focus to date has centered on educating
schoolchildren and the broader community on
how cotton is produced and how it is used. For

many years we have been active at school level
with a variety of programs. More recently, we
have concentrated our resources into the Cotton
Discovery Centre, a purpose built education fa-
cility and retail outlet at Darling Harbour in
Sydney.

We employ two dedicated schoolteachers and
we target primary, secondary and tertiary stu-
dents who are studying textiles and design, ag-
riculture and business studies. Teachers book in
advance and an appropriate lesson is presented
using a mix of teaching aids including interac-
tive computers. Since the Cotton Discovery Cen-
tre opened in March last year, we have had in
excess of 6,500 students participate in class les-
sons. In addition we have used the Centre to host
educational related activities such as Jeans for
Genes, the Technology Educators’ Awards and
a co-promotion with the designer Versace.

On the ground level is The Cotton Store, a pur-
pose built retail showcase for Australian made
cotton products. This is perhaps the only recog-
nizable way in which Cotton Australia promotes
cotton and the cotton industry directly to the
consumer. In its first year of operation, The Cot-
ton Store gained over $1 million worth of free
editorial and publicity and continues to act as a
highly visible retail and promotional outlet.

By way of locating The Cotton Store and the
Cotton Discovery Centre together, we were able
to convey to the public the processes that allow
the raw material to become a finished product.
This facility is believed to be a world first in
that it brings the product and the industry to-
gether in one physical location.

Cotton Australia’s sponsored fashion parades are
a very direct way of showcasing cotton to con-
sumers. Each year in Brisbane, at the EKKA
agricultural show, we showcase some of the fin-
est local designers who use cotton as the main
fabric for their creations. This year, over 40,000
people witnessed this sometimes-daring show,
which always attracts attention. Other parades
centered in local growing areas also occur dur-
ing the year.

However, as successful as these fashion parades
and The Cotton Store are, the vast majority of
promotional projects that Cotton Australia un-
dertakes is concerned with promoting the cot-
ton industry to a number of stakeholders, par-
ticularly local communities, governments and
environmentalists.

I have pointed out earlier in my presentation that
the urban consumer has positive feelings towards
cotton. The same, however, cannot be univer-
sally said of those who live in and around cot-
ton growing areas, be they other agricultural-
ists, local environmentalists or town people.

It is for this reason that most of Cotton
Australia’s energy and that of other cotton or-
ganizations focus on selling the industry rather
than the product, and mainly at the regional level.

A primary initiative of Cotton Australia is to
build good will amongst local communities
where cotton is grown. Of course, a major way
to do this is to address the perception that cot-
ton growing is somehow detrimental to good
agricultural practice in these areas, by lifting our
game and adopting programs such as BMP.

Another is to invest heavily in local communi-
ties to demonstrate that the cotton industry is a
good neighbor and a valued part of the commu-
nity through programs such as the Aboriginal
Employment Strategy, operating in Moree and
Bourke, NSW. This partnership between the
cotton industry and local indigenous people has
forged employment opportunities for young
Aboriginal people whilst taking into consider-
ation their specific cultural values.
In fact, two recent graduates of the International
Cotton School in Memphis, Tennessee, were
Aboriginal men who have participated in this
strategy.
Another major way that Cotton Australia gives
back to regional communities is through local
cotton grower associations (CGAs). Approxi-
mately 4 cents for each bale that is locally pro-
duced is directly passed back to the CGAs. This
allows these CGAs to fund programs at a local
level where there is a high degree of community
involvement and ownership as the activities have
particular relevance and benefit to that local
community.
In addition, Cotton Australia supports 10-15
major sponsorships and related promotional ac-
tivities each year at a regional level. It is our
intention to continue to do this so as to better
coordinate and complement the local initiatives.
I believe that by putting back into the commu-
nity in the form of activities and sponsorships
we are able to show that the industry does in-
deed have a positive role to play in rural Austra-
lia. Through this, a positive image can be pro-
jected to the urban population.
In short, our main focus lies with changing the
perceptions of rural and regional stakeholders
and through them the broader community and
their understanding and acceptance of our in-
dustry.
A huge benefit to us is that our industry is ex-
tremely cohesive. There is widespread use of the
Australian cotton mark, which has been adopted
by a number of cotton organizations. Addition-
ally, most of the key players in the Australian
cotton industry meet regularly in a forum for
ideas and resource sharing called the Australian
Cotton Industry Council (ACIC).
This cohesiveness allows for the easier promo-
tion of cotton as an industry to governments,
other key stakeholders and the community, not
to mention making the future promotion of Aus-
tralian cotton to the rest of the world a simpler
task.

At the moment, Australia exports about 3 mil-
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lion bales of cotton, or about 97% of its crop.
Our industry’s exporters take up the role of in-
ternational promotion and this promotion cen-
ters on price, supply and quality differentiation.
The Australian cotton mark is a significant mar-
keting tool that we have at our disposal and I
believe we can do more to promote it to current
and potential importers and spinners overseas.

From an Australian context, one of the main
ways to promote Australian cotton overseas is
to differentiate it from cotton grown elsewhere.
In that way, there is potential to ensure that Aus-
tralian cotton has access to key markets and at-
tracts what premium price there may be avail-
able. Cotton Australia supports our exporters
overseas in key markets through the joint pro-
motion of our industry’s Best Management Prac-
tices program and commitment to environmen-
tally sustainable production practices.

I believe cotton produced under this program can
be positively differentiated and portrayed as
“clean and green” cotton, especially if we are
successful in implementing the adoption of BMP
right through from the field to fabric process,
not just at the grower level. That means that gin-
ners, spinners, shippers and all other parts of
the process must adopt a similar BMP program
with its focus on best practice and with minimal
impact on the environment, neighbors, commu-
nities and workers.

A cohesive industry, such as Australia’s cotton
industry, should be able to achieve this goal to
the benefit of all involved and, importantly, the
final consumer.

International Promotion
of Cotton Worldwide

Of course, there are also advantages in increas-
ing the international promotion of cotton,
whether it is grown in China, the USA or any-
where else. At the moment, there are moves afoot
to introduce an international cotton mark that
could be used for this purpose.

I believe that the use of this mark on products
made from cotton, wherever its origin, could
have a positive influence on cotton product sales
in Australia. I must say I have modified my views
on this issue over recent times with the knowl-
edge that current Australian legislative barriers
make it almost impossible to confidently label
cotton products in retail stores with the Austra-
lian cotton mark. This is largely due to the fact
that we export the majority of our raw cotton
and import the bulk of our ready to wear cotton
clothing from many different sources. Therefore
the origin of the cotton in the final product sold
in Australia is virtually untraceable.

There is, I believe, good reason to proceed with
the idea of establishing an international cotton
mark as long as there are marketing processes
in cotton producing and importing countries
ready to support the mark. Needless to say, if

the international cotton community can increase
consumer awareness and share of the world’s
fabric trade then we will all win. I look forward
to the discussion we will have on the issue this
Thursday.

Summary
In concluding, I’d like to reinforce that the Aus-
tralian cotton industry is active and willing to
promote itself and its product. This is made
easier since our domestic consumers are posi-
tively disposed towards cotton as a product. We
still have some work to do from an industry per-
spective.
We must, however, give consumers good reason
to continue to support cotton. We believe that
the BMP process, in part, will greatly assist us
in this respect.
We are serious about producing a sustainable
industry that we can proudly promote both here
and overseas.
We are also willing to work with other cotton
producing nations to establish an international
cotton mark and to start forging stronger rela-
tionships with our common competitors, the syn-
thetics and wool industry, whose products
complement ours in respect to cotton blends.
For cotton to continue to prosper, we must be
more promotionally visible than we are at
present.

Present and Potential
Efforts for Cotton
Promotion in India

Suresh A. Kotak
East India Cotton
Association Ltd.

India
Cotton indeed is nature’s wonder fiber. The
worldwide web that cotton weaves is unmatched
by any other fiber. No single fiber created by
man’s ingenuity or mastery over science could
as yet rival nature’s creation in a unique combi-
nation of such desirable properties as appear-
ance, wearing comfort, moisture absorbency and
versatility.

Cotton finds application in thousands of prod-
ucts. It goes into the manufacture of an astound-
ing range of textile items from diaphanous ma-
terials to undergarments, household apparels,
towels, sheets, sportswear, tarpaulins and tents,
to astronauts’ in-flight space suites. For centu-
ries, cotton has enjoyed an enviable status as
the fiber of choice across every country in the
world, in small towns and metropolitan cities,
in urban settlements and rural communities.

Cotton provides millions of jobs around the
world, cutting across all segments from the pov-

erty stricken rural areas to the affluent urban
pockets, as it journeys from the field to the fac-
tory. To farmers of over 75 countries, especially
with small sized holdings in developing nations,
cotton is their prized cash crop. Its popularity
has endured beyond flippant fashions and tran-
sient fads. Small wonder that it was hailed as
the “king” of textile fibers.

A Threat to Cotton
Archaeological evidence goes to show that cot-
ton, growing as a wild shrub in nature, was first
domesticated and used for spinning and weav-
ing in the Indian sub-continent around five mil-
lennia ago. In its long journey through history
since then, cotton has had to face ups and downs
and serious adversities. The toughest challenge,
of course, came in the shape of man-made fi-
bers (MMF) during the middle of the twentieth
century.

While it could easily surmount earlier obstacles,
the emergence of an array of synthetic fibers
claiming such attractive features as glossiness,
easy-care properties and durability, posed a real
threat to cotton. This threat was initially ob-
scured by the appreciable economic and popu-
lation growth that pushed up the overall global
demand for cotton. However, during the 1960s,
there was virtually no growth in cotton consump-
tion in the developed countries, particularly in
the USA, W. Europe and Japan, where special
drives were being mounted to give thrust to the
use of newly developed synthetics. An econo-
metric study by the FAO during the period pre-
dicted that the situation regarding natural fibers
would deteriorate further during the 1970s and
1980s in developed countries while synthetics
were making their penetration into the natural
fiber (mostly cotton) markets in developing
countries, a forecast which did come true.

The fall in cotton’s share in the textile fiber con-
sumption (end-use) at the global level has con-
tinued since the 1960s except in some years when
there was a moderate increase. Currently, it is
placed at around 42 percent, a marked decline
of 26 percent from the 68 percent level in 1960
(Annex I).

A study made by the International Cotton Advi-
sory Committee (ICAC) revealed that cotton lost
1.5 percent of the world textile market, equiva-
lent to 600,000 tons, between 1987 and 1995
due to the erosion of price competitiveness and
it lost 3.4 percent or 1.4 million tons, due to non-
price competitiveness. The decline in cotton’s
market share was steeper in developing coun-
tries compared to developed countries, which is
explained by the fact that production and avail-
ability of MMF rapidly rose in the former dur-
ing the last two decades. Simultaneously, mill-
gate prices of MMF moved down and became
increasingly competitive. Interestingly, the share
of cotton in industrial countries moved up sig-
nificantly during the 1980s while the trend was
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reversed in the developing countries (Annex II).

The Indian Situation
India has not only the largest area under cotton
but also the largest number of farmers planting
it, compared to any other country in the world.
With a massive area of around nine million hect-
ares grown to cotton every year and the average
holding size being three hectares, of which
around two hectares may be devoted to cotton,
the total number of farmers engaged in cotton
cultivation is estimated to be around 4.5 mil-
lion.

Another feature of the Indian situation is that
almost two-thirds of the total area is entirely
under rainfed cultivation, of which nearly half
the area falls in high risk, arid, dry farming re-
gions characterized by scanty and uncertain rain-
fall. Because of the low income from agricul-
ture due to scarcity of water and low land fertil-
ity, poverty stalks these areas. For a vast major-
ity of poor farmers in these regions, cotton is
the only crop that brings them some hard cash
needed for their day-to-day requirements.

Significantly, Indian cottons have a wide range
of fiber qualities, from coarse, short staple types
to superfine cottons spinnable to 120s Ne counts.
India is also the only country in the world that
grows the four cultivated species of cotton, viz.,
G. hirsutum, G. barbadense, G. arboreum and
G. herbaceum.

Unlike in several other countries, the Indian tex-
tile industry has a sprawling decentralized sec-

tor. Consisting of some 3.5 million handlooms,
1.6 million powerlooms and several thousand
knitting, processing and garment manufacturing
units, it is the biggest in the world. The total
number of persons engaged in this sector is
placed approximately at 10.6 million, while the
organized industry (1,855 mills comprising of
1,569 spinning and 286 composite units) pro-
vides direct employment to around 1.15 million.
There also exists a sector of around 940 small-
scale spinning units.

The complex textile industry is India’s largest
and the world’s second largest. It has a weighted
average of 20 percent in the total industrial out-
put and accounts for around one-third of the
country’s total foreign exchange earnings from
exports.

The web that cotton weaves does not end here.
It sustains another major segment comprising
4000-odd ginning and pressing factories dis-
persed almost throughout the length and breadth
of the country. There is also a large number of
people engaged in cotton trade, both in the do-
mestic and overseas markets, transport, oil
crushing, machinery manufacturing and ancil-
lary industries. Wholesale, semi-wholesale and
retail trade of yarn and textiles, both in the do-
mestic and overseas markets, also provides gain-
ful employment to multitudes.

Thus, cotton touches the lives of millions of
people covering a very wide spectrum from the
poorest to the richest, and from the remote rural
areas to the urban centers. One estimate puts the

number of people who depend on cotton one way
or the other, directly or indirectly, for their live-
lihood in India at 60 million. Obviously, this
crop, whose farm-gate value is over $3.5 bil-
lion, has inextricably woven itself into the fab-
ric of India’s economy. Any erosion in its mar-
ket share would adversely affect millions of
people and, conversely, raising its share through
promotional efforts would benefit millions.

The Beginning of
Promotional Activity

India entered the era of independence more than
half a century ago with a massive deficit in cot-
ton. Hardly half the domestic industry’s demand
could be met by homegrown cotton. Not a single
bale of long staple cotton was produced within
the country and the industry had to rely on over-
seas suppliers to meet its entire requirement in
this category. The country, therefore, embarked
on planned programs since 1950/51 to raise pro-
duction and improve the quality profile. These
programs marked the beginning of the promo-
tional activity for the crop although not in the
conventional sense. The programs were not di-
rectly intended to promote cotton use but to ca-
ter to the rising needs.

Research formed the backbone of these early
efforts. The government of India in association
with the governments of the states growing cot-
ton launched several projects aimed at the evo-
lution of new high yielding long staple cottons,
combining high degree of tolerance/resistance
to major pests/diseases. Agronomic research to
develop location-specific technology packages
for higher productivity also received high prior-
ity.

Research is carried out mainly by agricultural
universities and agriculture departments at the
state level, and by the Indian Council of Agri-
cultural Research (ICAR) at the central level.
Several private bodies are also engaged in cot-
ton research, especially for the development of
new hybrids/varieties that excel the existing ones
in productivity and quality. Research stations
engaged in cotton research are dispersed in all
the cotton growing states. An All India Coordi-
nated Cotton Improvement Project (AICCIP)
under the ICAR brings about overall coordina-
tion and guidance over the research work. Two
central institutes have also been established for
cotton research. The one at Nagpur carries on
basic and applied research on agricultural as-
pects of the cotton crop, while the one at Mumbai
is engaged in research on cotton technology
embracing fiber use and related areas, includ-
ing utilization of by-products and wastes from
the cotton. Research on cotton processing, yarn
and textiles is also being carried out by four in-
stitutes in the private sector, jointly financed by
the government and industry and strategically
located in centers where textile units are con-
centrated.
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Technology Mission
A fresh thrust to cotton research and develop-
ment has been given by the government by
launching a Technology Mission on Cotton
(TMC) in February 2000. This ambitious mis-
sion, with an outlay of Rs. 5.93 billion (aprox.
$130 million), is intended to be a launching pad
for enabling Indian cotton to scale new peaks in
production, productivity and quality. It works
through four Mini Missions to achieve its goal.
Mini Missions I and II are under the charge of
the Ministry of Agriculture. The first one seeks
to upgrade the quality of the existing cottons and
develop new ones, combining better yield and
quality through intensified research. The second
aims at accelerating the transfer of technology
from research stations to farmers’ fields for rais-
ing productivity to targeted levels within a speci-
fied time frame.

The Ministry of Textiles has the charge of Mini
Missions III and IV, which are entrusted with
the responsibility of bringing about the much-
needed improvements in the marketing and raw
cotton processing sectors. Besides upgrading the
infrastructure facilities in market yards, specific
attention is being paid to maintaining the purity
and identity of individual varieties/hybrids, and
to minimizing contamination through better care
in the handling and transport of seedcotton. Simi-
larly, structural improvements and technologi-
cal upgradation in the ginneries are being
brought about along with modern material han-
dling practices for turning out cleaner, better
grade cotton in well packaged bales.

Ushering in the Hybrid Cotton Era
A remarkable feature of cotton crop research in
India has been the exploitation of hybrid tech-
nology. The quest for developing commercially
viable hybrid cottons, combining high produc-
tivity and quality, began in the late 1940s. It
culminated in the landmark development of a
commercially successful hybrid cotton, viz.
Hybrid-4 (Shankar-4) in the early 1970s. This
prolific hybrid, offspring of an Indian and an
American cotton variety, ushered-in the hybrid
cotton era not only in India but also in the cot-
ton world. Until a few years ago, India enjoyed
the distinction of being the only country grow-
ing hybrids, both by state and private sector
agencies. Currently, over 40 percent of the cot-
ton in India is planted with hybrid cottons. This
surge in hybrid cotton area has been one of the
primary factors responsible for the breakthrough
achieved by India in cotton production.

Along with research, development efforts have
also been in progress both to expand cotton area
and to spread improved production technology
among farmers. Several incentives were pro-
vided during the 1950s and 1960s, for bringing
in additional area. Similarly, specific schemes
were launched in the major cotton growing dis-
tricts to carry the scientific farming message

through the deployment of additional extension
personnel and strengthening of infrastructure for
the production and supply of essential inputs.
One of the major projects now in operation is
the Intensive Cotton Development Programme
(ICDP). It functions under the TMC and aims at
accelerating transfer of technology to farmers’
fields and strengthening infrastructure facilities
for the supply of essential inputs.

From Deficit to Surplus
These sustained all-embracing efforts enabled
India to emerge from the dark alley of deficit to
the sunny street of surplus. Both area and pro-
duction registered a remarkable rise. For in-
stance, area doubled from around 4.5 million
hectares in the 1950s to around 9 million hect-
ares now. Production took a quantum jump from
0.4 million tons to 2.7 million tons during the
same period. The quality profile was also trans-
formed with around 60 percent of the present
output falling in the long staple category. By
mid-1980s, the country’s textile industry could
rely solely on home-grown cotton for its steadily
growing requirements in all staple groups, ex-
cept in a few years of exceptionally lean crops
resulting from adverse weather conditions or
heavy pest/disease attack or both. Gradually,
annual surpluses were built up, which the coun-
try could export. In fact, during 1989/90, it ex-
ported as much as 0.24 million tons.

Cotton Loses Ground
Man-made fiber and filament yarns made their
debut in India during the early 1960s. Immedi-
ately on their advent, the government sensed the
twin danger that they posed to the cotton indus-
try as well as to the general economy. While
cotton could lose ground to MMF in the textile
market, large imports of MMF, for which there
was only a small production base in India then,
could drain the slender foreign exchange reserve.
The government, therefore, clamped restrictions
of MMF use by erecting tough tariff barriers and
imposing heavy excise duties on indigenous pro-
duction.

However, in the course of time, the government

had to roll back these measures because (i) con-
sumer preference for MMF proved to be too
strong to be contained and (ii) large indigenous
capacity for the manufacture of both MMF and
their raw materials was built up within the coun-
try. In fact, the government at one stage was
compelled to make it compulsory for the indus-
try to use a specified share of MMF, particu-
larly viscose, in the total fiber consumption,
because of the persisting cotton deficit situation.
The net result was that cotton continuously lost
ground to man-made fibers. During the 1990s
cotton lost more than 16 percent of the market
share to synthetics. From 76.3 percent in 1990/
91, its share dropped to 60.8 percent in 1998/99
and to an estimated 60 percent in 1999/00 (An-
nex III).

To put it in perspective, the 16.3 percent fall in
market share meant a reduction of some 720,000
tons in cotton use by Indian mills whose total
fiber consumption was 4.42 million tons in 1999/
00. Had cotton maintained its 1990/91 share of
76.3 percent in 1998/99, cotton consumption
would have been around 3.37 million tons,
against the actual use of 2.65 million tons. At
the current level of average yield and average
cotton holding, this loss is equivalent to the out-
put of a million farmers. This fall has adversely
affected other cotton segments also, like ginners
and trade.

More Formidable Challenges Ahead
There are clear pointers to the need for cotton
being wary of more formidable challenges in the
coming decades. It has hitherto been, by and
large, able to withstand the challenges from the
present array of chemical fibers, although it did
have to yield some ground. Thanks to cotton’s
inherent strengths, it has not been swamped by
synthetics as was once apprehended when its
glossy rivals claming various attractive attributes
emerged on the scene. However, some recent
developments in research, especially in frontier
areas, sound ominous and portend greater threats
to cotton.

The goal of manufacturers of MMF has always
been to develop fibers that combine the best of
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both synthetic and natural fibers, particularly
cotton. The properties being especially sought
after have been the “feel” and moisture absor-
bency of cotton. Amazing advances in the fields
of physics and chemistry have enabled MMF
manufacturers to acquire a deeper understand-
ing of the structure and property relationship in
various textile materials. The pace of research
has also been considerably accelerated with the
availability of new tools such as the scanning
electron microscopes and transmission emission
microscopes.

While several new fibers that come close to cot-
ton in its unique properties have already been
synthesized, the novel route that is now being
essayed is bio-technology, through which renew-
able resources can be pressed into service for
the production of synthetics. Recent reports go
to show that polyactic acid polymers have been
developed from renewable resources such as
corn and sugar beet. Fibers so produced seem to
have some hi-tech application such as geo-tex-
tiles, nets, etc. With advances being made in
protein engineering and recombinant DNA tech-
nologies, it is reported as possible to engineer
fibers with desired properties for specific end-
uses. Another remarkable feature is that the bio-
technological approach is being adopted to pro-
duce fibers from genetically modified organisms.
Such an approach underscores the potentially
more formidable twist given by manufacturers
by turning to eco-friendly methods and the use
of resources available plenty in nature which,
incidentally, had been cotton’s forte. Obviously,
this brings into focus the need for more serious
and effective promotional activities to advance
the cause of cotton.

Improving Cotton’s Competitiveness
With globalization and liberalization emerging
as buzzwords, competitiveness has become the
mantra for both market access and success. In-
dian cotton, therefore, needs to constantly im-
prove its competitiveness both in relation to the
other crops vying for their share in the field and
to world cotton, in addition to MMF. A few fo-
cal points that need special attention in this re-
gard are enumerated below.

Raise Productivity

(a) Accelerating the spread of modern produc-
tion technology among farmers and strengthen-
ing infrastructure to ensure adequate and timely
delivery of essential inputs.

(b) Developing more productive varieties/hy-
brids combining better physiological efficiency
and harvest index.

Reduce Production Cost

(a) Reducing nutrition cost by shifting accent
from chemical fertilizers to organic manure and
bio-fertilizers; this would also be a more eco-
friendly approach.

(b) Shortening crop duration to around 4-1/2 to
5-1/2 months from the present 5-1/2 to 7-1/2
months.

(c) Developing varieties possessing short stat-
ure, compact plant architecture, sympodial hab-
its and shorter and synchronized flowering/fruit-
ing period.

(d) Building up better resistance to moisture
stress and major pests/diseases in the existing
types.

(e) Raising the ginning outturn of different vari-
eties from the present range of 29-40 percent
(barring very few having 42 percent) to 35-43
percent. This will directly benefit Indian cotton
farmers since they market their produce as
seedcotton and not as pressed bales of lint, and
varieties with higher ginning outturn invariably
command premium prices in the market.

(f) Increasing seed oil content by at least 2-3
percent, which will also add value to seedcotton
marketed by producers.

Check Wide Annual Fluctuations in
Production
Raising the share of irrigated cotton by better
water harvesting and soil moisture conservation
techniques in rainfed areas.

Tailor Quality to Demand
By further fine-tuning of fiber properties laying
stress on maturity, strength and fitness, with
minimum short fiber content.

Improve Grade & Quality
By bestowing greater care during marketing and
processing on material handling practices,
proper maintenance and setting of machinery and
adopting modern bale packing methods using
cotton cloth.

Promote Future Trading
For better price discovery and minimizing risk.

Potential of Organic Cotton
The many problems spawned by the excessive
use of chemicals, be they for providing plant
nutrients or weed/pest control or defoliation,
have led to the concept of organic farming in
cotton. Organized efforts to commercially cul-
tivate organic cotton, eschewing the use of
chemicals at any stage, commenced around the
year 1990. Since then, consumer demand for
textiles made from such cotton, especially in
some European countries and the USA, has pro-
pelled its growth to some extent. Currently, sev-
eral countries like Argentina, Australia, Brazil,
Egypt, Greece, India, Nicaragua, Senegal, Tur-
key and the U.S. have programs for promoting
organic cotton, although some of them do not
have local certification facilities.
In India, attempts at growing organic cotton
commenced in 1991. Agencies in both public
and private sectors are promoting this venture.

Significantly, one of the private sector textile
units maintains a captive area of around 4,000
hectares under organic cotton cultivation and has
deployed a sizable contingent of technical per-
sonnel to guide and advise farmers on the nu-
ances of such cultivation and ensure strict ad-
herence to the laid-down procedures. Further,
the textile unit itself processes the entire pro-
duce in its own ginnery, and manufactures yarn
as well as downstream products like garments
from it. It has a tie-up with a wholesale firm
abroad, which not only gets the produce certi-
fied but finds ready market through its chain of
retail outlets. This is a laudable example of user
industry providing leadership in establishing
backward linkages with the growers for value-
addition of their produce and, at the same time,
promoting a novel concept with considerable
potential for future development. It needs to be
emulated by other units also.
A few non-governmental organizations (NGOs)
are also promoting organic cotton growing in
India. They have organized farmers into groups
for such cultivation and provide guidance and
advice. Arrangements have also been made for
certification by an overseas agency and for mar-
ket access. Farmers have benefited considerably
through these efforts. Recently, one of the state
governments has evinced interest in this new
system. It has placed in position an officer es-
pecially for promoting organic farming and has
reportedly joined hands with NGOs for creating
awareness among farmers about this system
through seminars and symposia. It is possible
that budgetary support may also be provided by
the state government in the future for organic
farming of not only cotton but also other crops
like soybean and wheat.
Organic cotton production demands careful and
strategic planning, beginning with site selection
and varietal choice until certification of the fi-
nal product. Addressing these requirements, the
Central Institute for Cotton Research (CICR) has
developed a suitable technology focussing on on-
farm recycled soil amendments and biocontrol-
based pest management. There has been a gen-
eral notion that cotton yields will necessarily
suffer a diminution under the organic system.
This has been dispelled by research conducted
by CICR, which has revealed that through proper
planning and execution, organic farming can
lead to yields matching those under the conven-
tional system. Further, a continuous build-up in
soil organic carbon, available phosphorus and
microbial biomass in the organic system has also
been noticed, resulting in improvement of the
hydro-physical environment. Another major
finding of considerable significance under the
organic system is the reduction observed in the
multiplication of sucking pests, jassids, and the
build-up of natural enemies like parasitoids and
predators after a period of three years.
There is every need to promote organic farming
of cotton especially as research in India has re-
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vealed that there is no diminution in yields
whereas several other benefits can be reaped.
Although at present only around 20,000 hect-
ares are under organic farming in India, around
a couple of million hectares are grown to Asi-
atic cottons with little use of chemicals, an in-
voluntary practice of growing organic cotton.
Through suitable promotional efforts, these ar-
eas can be brought under the organic system.
Simultaneously, a recognized certification
agency, or agencies, as in countries like the USA,
needs to be created so that on the one hand cot-
ton farmers can realize higher returns per hect-
are and, on the other, growing world-wide con-
sumer demand can be effectively met.

Not Just a Fiber Crop
The above discussion pertains to the agricultural
side of cotton, as a fiber crop. Cotton, however,
is a three-in-one crop, providing fiber, oil and
residues. Admittedly, the latter two have not
come to occupy the centerstage for obvious rea-
sons. Even so, it does not detract from the im-
portance of cotton’s contribution to the realm of
edible oils. Two-thirds of seedcotton constitute
cottonseed which, in addition to oil, yields
oilcake, linters and hulls that have many appli-
cations.

Cottonseed oil itself is a valuable product. It
contains about 50 percent essential polyunsatu-
rated fatty acid that prevents coronary arteries
from hardening. Most other commonly used ed-
ible oils have only 30 percent of such fatty acid.
Its value can be gauged from the fact that it is
one of the few oils in the “O.K. Food” list of the
American Heart Association. Further, cottonseed
oil has a high level of natural antioxidants that
contribute to its long fry life, as well as long
shelf life.

In addition to edible oil, cottonseed oil is put to
several other uses that include (i) manufacture
of soaps; (ii) production of acetoglycerides for
some types of food; (iii) bromination, with bro-
minated oils being used as wetting agents and
for production of flavored soft drinks; (iv) emul-
sified cottonseed oil can be used for intravenous
administration to patients who require caloric
diets higher than what carbohydrates can pro-
vide; (v) cottonseed oil can be hydrogenated to
obtain products which can substitute tallow used
for soap making and textile sizing.

Cottonseed meal is also a high-grade product
and is comparable to groundnut cake in its nu-
tritive value. Very few other products can match
cottonseed meal in its high biological value, pro-
tein efficiency ratio, gross protein value and
chemical score. Besides cattlefeed, it can also
form part of poultry feed and fish feed. Detoxi-
fied, solvent-extracted, decorticated cottonseed
cake can be incorporated up to 10 percent in
poultry feed, according to experts. Without
detoxification, it can be incorporated up to five
percent. The other by-product resulting from oil

extraction of decorticated cottonseed is hulls.
They can be used as organic manure or mixed
with the concentrated feed for cattle to make it
lighter. They can also form a good medium on
which to grow mushrooms.

Apart from the above, linters cut from cotton-
seed before it is dispatched for oil extraction are
a valuable source of pure cellulose. They find
applications in the manufacture of a variety of
products including low grade absorbent cotton,
high grade bond, currency, low grammage tis-
sue and filter papers, spectacle frames, etc. The
average linter content is around 6 percent in cot-
tonseed.

Last but not least, cotton plant residues can also
be put to commercial use. Technology has al-
ready been developed for the manufacture of
particleboard and paper from cotton stalks,
which in India are now used mostly as fuel.

The present output of cottonseed in the country
is some 5.2 to 5.5 million tons. Leaving out the
quantity used for planting and as direct consump-
tion (which is unscientific), the quantity avail-
able for oil extraction would be around 4.2 mil-
lion tons. The actual quantity of washed cotton-
seed oil now produced is around 0.42 million
tons. This can be stepped up significantly by
resorting to the modern solvent extraction pro-
cess. The paradox is that India has been annu-
ally importing over 30,000 tons of cottonseed
oil, valued at about Rs. 54 crore (approx. $12
million) for the last four years, whereas about
0.3 million tons of cottonseed oil is being wasted
every year due to faulty processing.

Such, then, are the prospects for value addition
through commercial exploitation of all the cot-
ton by-products, in addition to its prized fiber.
Promotional efforts for this pre-eminent crop
should cover the entire spectrum so that the full
potential can be garnered for the benefit of mil-
lions that depend on it for their livelihood.

A Case for Blends
Lest we be carried away or even misled by our
“obsession” with cotton, and lest we become
blinded to realities, it is essential that we keep
our windows fully open to independent views.
In this regard, who can we better listen to than
the Chairman of ITMF’s Spinners Committee.
And Mr. Andrew Macdonald has this to say,
“Even so, we are still convinced that given the
right quality, the modern textile industry can,
and will, add value to their operations by using
cotton as the basic raw material, and especially
for blends.” He goes on to add, “So in summary,
we see the future of cotton spinning in quality,
performance, advertising, and ecological aware-
ness. So, based on the old theory, ‘if you cannot
beat them, join them’, then by blending and fin-
ishing, it will be possible to maintain and ex-
pand the cotton textile business by “adding value
to cotton.”

Looking to the real prospect of new synthetics
emerging soon, combining more attractive at-
tributes, the above philosophy has considerable
merit to commend it. In fact, it is now fully rec-
ognized that textiles are bound to move up in
the value chain in the coming decades. Already,
developed countries are progressively moving
into high value textiles, particularly industrial
and technical textiles, a movement popularly
termed as the phenomenon of the “flying geese.”
Perhaps the best strategy for strengthening the
cotton industry and ensuring its growth on a sus-
tained basis would be to further improve cotton’s
inherent and unique traits on the one hand, and
pave the way for its larger utilization in blends
on the other, apart from promoting usage of cot-
ton by itself. In blends with synthetics, cotton is
bound to find applications in newer and a greater
variety of products. Even novel specialty items
can be devised through such blends. Especially
with the new generation, if synthetics voluntar-
ily accept the natural fiber as their valuable and
inevitable partner, the present rivalry between
the two may diminish, if not vanish, and together
they can enlarge their domain in the world of
textiles.

Textile Market in India
One-sixth of the world’s population of over six
billion is concentrated in India. Driven by the
expanding population and the rising standard of
living, the textile market in the country has been
continuously on a growth path. For instance,
market studies conducted by the Textiles Com-
mittee have revealed that the aggregate purchase
of textiles which was 12.7 billion meters in 1993
jumped to 15.2 billion meters in 1997, an in-
crease of 19.7 percent during the quinquennium,
or an annual growth of around 3.9 percent (An-
nex IV). In value terms, the 1997 textile pur-
chases amounted to Rs. 873.7 billion or some
$19.5 billion. This approximately is the current
retail textile market in India. In addition, $11
billion worth textile goods are now exported a
year. Needless to add, it has a considerable po-
tential for expansion since the current level of
per capita consumption is quite low by world
standards. The gap is expected to be bridged
gradually as the living standards go up along
with the projected growth in the economy.

A significant but disquieting revelation from a
study of fiber-wise growth of the textile market
is that the share of pure cotton is stagnant while
that of man-made fibers and their blends has
posted remarkable growth. Thus, the aggregate
purchases of cotton textiles were around 6.7 bil-
lion meters during both 1993 and 1997. How-
ever, because of the expansion of the total tex-
tile retail market during the five-year period, pure
cotton textiles’ share dropped from 52.5 percent
in 1993 to 43.8 percent in 1997. On the other
hand, the share of MMF and blended textiles
rose from 45.1 percent in 1993 to 53.1 percent
in 1997.
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The per capita textile purchases also exhibit a
similar trend (Annex V). During 1993, the per
capita purchases of all textiles stood at 14.47
meters and the same rose to 16.14 meters in
1997, or a growth of 11.5 percent averaging to
2.3 percent per annum.

However, cotton’s share in per capita purchases
actually dropped marginally from 7.60 meters
in 1993 to 7.07 meters in 1997, whereas that of
MMF and blends moved up substantially from
6.53 meters to 8.58 meters during the period.
An area-wise study of the retail purchases brings
out some revealing facts. It discloses that it is
the rural population that seems to “forsake” cot-
ton for MMF and their blends. Between 1993
and 1997, the per capita purchases of cotton tex-
tiles by the rural population declined from 7.58
meters to 6.18 meters, a fall of 18.5 percent. In
contrast, its purchases of MMF and blended tex-
tiles registered a 35.5 percent rise from 5.75
meters to 7.79 meters.

This obviously points to an increased penetra-
tion of synthetics and their blends in rural mar-
kets displacing cotton in the process. It needs,
however, to be noted that the actual decline of
cotton may not be as much as the purchases of
cotton textiles depict, because there is a high
content of cotton in the blends which dominate
the segment which is grouped under MMF and
blends.

In the urban areas, the data reveal that per capita
purchases of both cotton textiles and MMF and
their blends recorded a significant rise, with the
increase in the former outstripping that of the
latter. While per capita purchases of MMF and
blended textiles registered a rise of 24.1 percent
from 8.75 meters in 1993 to 10.86 meters in
1997, those of cotton textiles recorded a slightly

higher increase of 26 percent from 7.65 meters
to 9.64 meters during the period. Apparently,
there is a rediscovery of cotton’s virtues among
the urban population and this natural fiber seems
to be back in fashion.

Cotton Promotion Elsewhere
Not many countries have in place any active or
ambitious programs specifically for the promo-
tion of cotton use, although most of them have
research and development programs for bring-
ing about basic improvements in cotton farm-
ing, yields and fiber parameters. The major ex-
ceptions are the USA, Australia and a few oth-
ers. Of these, the USA is by far the leading coun-
try, reportedly spending some $55 million an-
nually on cotton promotional activities. It will
thus be enlightening to take a brief look at these
activities.

The two bodies primarily engaged in cotton pro-
motion in the USA are Cotton Incorporated and
Cotton Council International. The latter dedi-
cates itself to research and promotion outside of
North America so as to achieve U.S. cotton’s
goal of providing quality pre- and after-market
service to cotton importers around the world.

Cotton Incorporated is a private, not-for-profit
organization created in 1970 as a result of the
federal legislation entitled “Cotton Research and
Promotional Act of 1966.” The Act established
a framework for cotton producers to compete
against the large synthetic fiber manufacturers
who were spending huge sums on research, de-
velopment and marketing. Cotton Incorporated
is funded by an assessment of upland cotton pro-
duced in the USA and of imports of cotton and
cotton products into the country. The funds col-
lected are directed to a quasi-governmental or-

ganization, viz. Cotton Board, whose main role
is to ensure that research and promotion funds
are fully collected and also to contract with Cot-
ton Incorporated to carry out the research and
promotional programs. The Department of Ag-
riculture (USDA) has an oversight role in the
programs.

Cotton Incorporated’s experience goes to show
that for success in promotional activities, there
should be an integration with research. Creat-
ing consumer demand through promotion is most
effective when there is a constant stream of new
products and developments being generated
throughout the pipeline. Thus, its programs touch
the entire cotton chain, commencing from agri-
cultural research at the farm level, fiber quality
research and textile research in the middle and
consumer and retail promotion at the other end.
Programs target consumers, mills, manufactur-
ers and retailers. The tools employed generally
are television advertising and poster campaigns.
There is also a special focus on youth through
musical channels.

The promotional activities of Cotton Incorpo-
rated are claimed to have been amply rewarded.
For instance, the Seal of Cotton, which is its reg-
istered trademark, is said to have a consumer
awareness of over 70 percent, up from 18 per-
cent at its inception in the early 1970s. Mea-
sured on the final yardstick of consumers’ buy-
ing behavior, it is claimed that after years of
decline in the U.S. retail market, cotton’s share
in apparel and home furnishings has recovered
to 60 percent, in direct contrast to cotton’s over-
all performance outside the U.S. This is also
borne out by the uptrend in per capita consump-
tion of cotton in the USA, which more than
doubled from 7 kg in 1980 to around 16 kg in
1998. In contrast to this rise, per capita cotton
consumption in the rest of the world actually
declined during the last two decades according
to a study made by the ICAC.

Established in 1956, Cotton Council Interna-
tional (CCI) is the oldest cotton promotion or-
ganization. It is responsible for promoting U.S.
cotton abroad. Its basic philosophy has been that
the long term success of the U.S. cotton indus-
try is predicated upon the commercial success
of its global customers. It works with the USDA
and industry leaders to achieve U.S. cotton’s goal
mentioned earlier. Initial funding for CCI came
from USDA and the National Cotton Council
(NCC).

To achieve its mission, CCI works through lo-
cal spinner/weaver organizations in different
countries, and initiatives are designed and imple-
mented to further the business prospects of U.S.
cotton’s customers in those markets. The activi-
ties also include trade and consumer advertis-
ing, promotions, and market research studies.
Recognizing the success of its activities and the
need for a concerted global cotton promotion
effort, CCI, along with six other cotton export-
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ing countries, established in 1966 the Interna-
tional Institute for Cotton (IIC) which was ac-
tive for about a quarter century thereafter. CCI’s
other major programs were the U.S. Cotton Ori-
entation Tour, an information distribution pro-
gram; industry Special Trade Mission and Ex-
ecutive Delegation programs, where buyers and
sellers meet; and consumer market research stud-
ies in the major developing markets around the
world. CCI launched its Cotton USA Mark Li-
censing and Promotional Program in 1989 to
globalize U.S. cotton’s after-market service pro-
gram and, since then, it is claimed that there has
been increased trade and retail sales of U.S. cot-
ton-rich products manufactured by U.S. cotton’s
strategic global partners.
It is apparent that major cotton producing coun-
tries including India can definitely take a leaf
out of the strategic planning and programs and
can also benefit from the experience of both
Cotton Incorporated and CCI for embarking on
cotton promotional efforts in their own coun-
tries.

Need for Cotton Promotion in India
The government of India is totally committed to
the all round development of cotton. By launch-
ing the Technology Mission on Cotton recently,
it has made its intention abundantly clear. It is
also a reaffirmation of the fact that authorities
are fully cognizant of the vital role played by
this crop in the national economy. TMC is ex-
pected to accelerate the growth rate of cotton
production in India and take it to levels adequate
to meet not only the rising needs of the domes-
tic industry but also leaving a sizable export-
able surplus. While on the one hand, govern-
ment has launched TMC for cotton improve-
ment, on the other, it has floated a 5-year, Rs.
25,000 crore (approx. $5.4 billion) Technology
Upgradation Fund (TUF) to modernize and re-
vitalize all segments of the textile industry, which
is largely cotton-based with the natural fiber
providing around 60 percent of its total raw
material intake.

Given the backdrop characterized by an expected
abundant supply of good quality cotton, and the
increasingly stiffer competition it is bound to
face, there is every need to initiate programs
aimed specifically at the promotion of cotton in
India. These are essential for ensuring that the
demand for this natural fiber is sustained at a
high level and its market share is improved, or
at least maintained without any fall, so that total
cotton use steadily expands along with the in-
creased raw material consumption by the indus-
try. Needless to add, demand is the best driver
for incremental production and the best guaran-
tee against any crash in prices below levels re-
munerative to farmers.

Matrix of Cotton Promotion
Program for India

In the final analysis, the mission of a cotton pro-

motion program in India should be to (i) but-
tress the producer’s faith in cotton farming as
an increasingly sustainable and profitable one,
and (ii) motivate the consumer to go for cotton
products (including blends and by-products) and
make them his primary choice.

Orientation of the agencies and institutions in
between will have to be directed towards assist-
ing cotton to remain as the pre-eminent textile
fiber, enlarge the field of its utilization and con-
tinuously develop and market newer cotton and
cotton-rich products that can captivate the con-
sumer.

In order to achieve the mission objectives, pro-
motional agencies would have to maintain con-
stant-and busy-channels of communication with
research organizations as well as with the dif-
ferent segments of the textile industry including
the decentralized sector, so as to provide them
with the necessary feedback on aspects like the
standards expected in the raw material, deficien-
cies noticed, likely changes in the future, hot
selling items, fashion trends, etc. As the rich and
long experience of Cotton Incorporated and
Cotton Council International of the USA shows,
“Cotton’s long term success is linked to research
and development, product service and retail sale
building promotions.”

Radical changes are being brought about by the
textile machinery manufacturing industry. The
focus is on speed and automation for cost effi-
cient production, upgrading quality and raising
output per hour. The new generation machinery
is highly sophisticated and also capital-inten-
sive. No manufacturer can, therefore, afford to
work them with less than optimum efficiency-
or with substandard raw material that may cause
interruptions or stoppages in their running. The
demand is thus for yarn of high standards in
major parameters. In turn they demand cottons
combining better strength, fineness, maturity,
uniformity, elongation, cleanliness and less short
fiber content. Promotional agencies need to en-
sure that cotton researchers and extension per-
sonnel get the right message and act accordingly,
so that mills get the raw material they are look-
ing for, lest they turn to alternate materials. Si-
multaneously, productivity of cotton should be
constantly raised for making its cultivation more
remunerative to farmers.

Coming to by-products of cotton, a major one is
cottonseed. The lines of improvement that one
can think of straightaway are in raising the oil
content and popularizing the scientific solvent
extraction process for producing oil. Similarly,
reduction of the gossypol content in seed, if not
eliminating it altogether, can also be aimed at.
This, however, is a complicated task since cot-
tons with low or no gossypol content may be
more vulnerable to pest attack. Currently an
overwhelming share of cottonseed oil produced
in India is by the traditional, unscientific method
of crushing, mostly even without decorticating.

Not only the recovery of precious oil is around
four to five percent lower, but the meal is also
of lower value using such a method. The whole
field of cottonseed oil manufacture needs over-
hauling through promotional work.

Linters also need to be paid more attention. There
is a chronic shortage of linters. Being the purest
form of natural cellulose, they have a very wide
range of uses. The demand is almost unlimited.
Presently, the actual production of linters is far
below the potential.

The high power consumption in delinting is one
major handicap, especially as power cost is rela-
tively higher in India. Methods of reducing
power intake and making linters production cost-
efficient need to be explored.

Turning to textiles and clothing, it is a kaleido-
scopic world. Fashions change like the prover-
bial weather. For instance, several hot-selling
cotton items of the recent past have now become
museum pieces. Some classic examples can be
cited. During the 1960s and 1970s, “Madras
Bleeding” and “Seer Suckers” were fast mov-
ing items not only in the Indian market but in
several overseas markets like the USA. Hardly
a few even remember the brand names now.
Similarly, in women’s wear, the traditional one-
piece six-yard saree that so gracefully adorned
Indian women for centuries is fast yielding place
to two-piece “Punjabi suits” of “Churidar
Kurta,” which need different materials and cot-
ton to manufacture. Another notable example is
the famed “voile” sarees woven from the finest
Egyptian cottons or equivalent Indian styles.
They have become rare if not extinct. The de-
mand for blouse pieces that went along with
these sarees has also dwindled for the same rea-
son. Even the domineering denims are now find-
ing the going tough.

These examples have been cited for illustrating
how the pattern and profile of demand is chang-
ing. No doubt, they will continue to change. Pro-
motional agencies would have to constantly pro-
vide wake-up calls to the industry about these
likely or impending changes well in advance
through proper market studies and by keeping a
close and constant watch on fashion shows and
interacting with fashion designers and trend set-
ters. In fact, they need to go one step ahead by
being instrumental in setting the trends. The in-
dustry needs to be constantly encouraged to give
greater forethought to the wants and needs of
consumers. Want of sufficient proactive steps
on the part of the industry to keep abreast of
market demand has been one of the factors re-
sponsible for some mills going into red and ulti-
mately being forced to pull down the shutters.
The industry needs to constantly develop new
cotton or cotton-rich products, since change is
the essence of the fashion world. As the dictum
goes, the more wares one has to peddle, the
greater his success in the market place.
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Potential Strategies for
Promotional Activities

Result-oriented promotion activities need to be
multi-directional or at least two-directional: one
aimed at the consumers and the other at the
manufacturing industry as each reinforces the
other. In regard to the former, the nature of tools
employed should take into account the peculiari-
ties of Indian people. The methods adopted in
urban areas have to be different from those aimed
at the rural population. With television acquir-
ing the sweep and pull it has, it should be used
to the fullest extent. In India, television has now
penetrated the rural communities also and hence
it can be effectively utilized to reach them. Of
course, the contents of the message should have
a rural flavor that would appeal to them. It may
be desirable to engage the services of compe-
tent, professional advertising agencies for
launching effective campaigns specifically tar-
geted for different locations, different age
groups, etc.

Besides electronic media, both print media and
radio can be used in India. Several English and
local language newspapers and journals have
very wide readership, even in rural areas. It is
often found that in spite of the temporary pull of
the electronic media, the print media can leave
behind a lasting effect on the prospective cus-
tomer. India has a commercial broadcasting ser-
vice in the public sector that is quite popular in
rural areas because of the catchy musical and
other programs constantly beamed by it. This
also can be effectively utilized for cotton pro-
motion campaigns. Another publicity medium
could be posters or billboards. Specific poster
campaigns aimed at target groups in college
campuses, rural communities, etc., can indeed
produce fruitful results.

A whole new world has been opened up by the
Internet and e-Commerce, which can be effec-
tively utilized for cotton promotion. The num-
ber of Internet surfers in India is growing rap-
idly and thus the reach through this medium can
be enormous.

Another promotional campaign can be through
stalls showcasing cotton and cotton-rich textile
products as well as items manufactured from
cotton by-products during fairs and festivals at
different centers. This can be an effective
method, both in the urban and rural areas, par-
ticularly because India has a tradition of cel-
ebrating several festivals spread out in different
months of the year. Exhibitions of such prod-
ucts can also be specifically organized at vari-
ous centers with a large concentration of popu-
lation. Another mode of influencing city dwell-
ers is through fashion shows, which are gaining
popularity even in smaller towns in India apart
from metropolitan cities. Buyer-seller meets can
be another strategy in the promotional effort.
These can be organized both in India and poten-
tial overseas markets.

Promotion activities need to be aimed at the user
industry also, including the decentralized sec-
tor. This can be in two ways: one, by providing
after-sale service regarding the use of cotton,
and the other by encouraging mills to use more
cotton. Unlike the case of MMF manufacturers,
very little after-sale service is now provided to
mills by cotton dealers. Mills are usually left to
fend for themselves to sort out any problems
faced in cotton spinning and manufacturing
downstream products. There seems to be hardly
any interaction between cotton suppliers and user
mills regarding the utilization of different cot-
tons for different end-uses. Such interactions
would be to the advantage of both mills and sup-
pliers, and eventually to the promotion of cot-
ton, as these would encourage mills to use more
of the natural fiber.
The present policy of the government of India
regarding cotton exports, though under progres-
sive upgradation and changes, could be further
relaxed in the context of more focussed efforts
to bring about the swift improvement of cotton,
both quantitatively and qualitatively. Such ori-
entation will bring the pressure of international
competition and prod Indian cottons to seek
higher quality levels to match some well known
cottons like Australian, Giza 86, Supima, etc.,
and will enable greater use of Indian cotton by
consumers globally.
With such a policy shift, there may be a need for
promotional campaigns in potential foreign
markets, particularly targeted at global textile
industries for encouraging them to use cottons
of Indian origin. Such campaigns should seek
to familiarize the mills in those countries with
Indian cottons, accentuating their plus points,
like wide quality range, availability throughout
the season, competitive prices, etc., as was ini-
tiated some years back for Shankar 6, which
found an all-round acceptance.

Cost Estimates
Unless the initial process of testing the waters
is gone through, it may be difficult to make re-
alistic cost estimates. Promotional activities need
to be taken up on a small scale to begin with,
and the results critically appraised. Rather than
spreading the resources thin over a number of
activities at the same time, it may be preferable
to focus on just one or two in the beginning and
seek to create the maximum impact through
them. Later on, the activities can be enlarged as
well as diversified.
With this approach, the requirement of funds
would initially be moderate. Even so, it may be
advisable to start with a sizable corpus so as to
take care of any eventualities. Any set-back in
the beginning for want of funds would result in
the entire promotional effort losing credibility
and it would be difficult to restore the same sub-
sequently. It may be possible to do so after all
the aspects are gone into critically, probably by
a core group to be constituted for the purpose.

Resource Mobilization
Any cotton promotional activity would benefit
the eight major segments of the cotton industry,
viz, producers, input suppliers, processors,
marketmen, co-operatives, warehouses, user in-
dustry and oil industry. All these segments need,
therefore, to participate in the cotton promotion
activity and contribute to the corpus fund, al-
though the share of each may not be uniform
and could be decided later on by a group to be
constituted for the purpose.

The Indian cotton industry is a major segment
of the world cotton industry. Any accretion to it
through promotional efforts would strengthen
world cotton as a whole. Having regard to this,
cotton promotional efforts in India deserve in-
ternational monetary support.

Benefits from Cotton Promotion
During the 1990s, consumption of all fibers and
filaments by the Indian textile industry recorded
a 79 percent growth, from 2.47 million tons to
4.42 million tons. The growth in cotton con-
sumption was, however, much slower at 41 per-
cent from 1.88 million tons to 2.65 million tons.
Consequently, cotton’s share dropped to 60 per-
cent in 1999/00 from 76.3 percent in 1990/91.
Through cotton promotional efforts, it may be
possible to maintain cotton’s current share if not
improve upon it.

During the last five years, the annual growth rate
in fiber/filaments consumption by the industry
stood at 7.6 percent. Even if there is no improve-
ment upon this rate, mill consumption would rise
to 6.10 million tons by 2005/06. At a share of
60 percent, cotton use can then be 3.66 million
tons against the current level of 2.65 million tons.
This incremental use of around one million tons
can benefit some three million cotton farmers in
India who can find ready market for their pro-
duce at remunerative prices. Further, the mar-
keting and processing sectors will have that
much more cotton to handle and do profitable
business.

By promoting organic cotton, a premium com-
modity, the net income of around one million
farmers will receive a boost. This will be a so-
cially relevant development because the benefit
will go to farmers in the dry farming regions
characterized by chronic pecuniary problems.
Similarly, promotional efforts to exploit the full
potential offered by the commercial utilization
of various by-products and residues of cotton
would create enormous additional wealth bring-
ing in prosperity to several segments of the so-
ciety, besides contributing to the growth of GDP
and the nation’s overall economy.

Apex Body for Cotton
To mount effective result-oriented promotion
campaigns, the pre-requisite is to have an ap-
propriate body to do so. Governmental agencies
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have their own limitations and are known to be
straitjacketed by rigid rules and regulations.
Only an independent agency, but fully backed
by the government, can deliver the goods. As
mentioned earlier, the Indian cotton industry
encompasses eight major segments. Although
these are interdependent, their economic inter-
ests sometimes clash. They thus tend to take in-
dependent stances on different issues. Often,
convergence and commonality among them ap-
pear to be wanting. Generally, the approach turns
out to be sectarian, which creates distortions.

In the government, not unexpectedly, several
departments handle and control matters relating
to cotton. A concerted approach to problems,
looking at them in a wider perspective, some-
times seems missing. A machinery to coordinate
the activities and to modulate the day-to-day
policies framed by different departments does
not appear to be in position although the larger
policy decisions are taken by the Union Cabi-
net. This holds the danger of some policies turn-
ing out to be subservient to the limited interests
of a particular segment only, while being in con-
flict with those of others.

The creation on an apex body to promote a com-
posite national approach for engendering the
healthy growth of the cotton economy on a sus-
tained basis is thus essential. It is pertinent to
mention here that such a body in the USA, viz,
the National Cotton Council, has been extremely
successful in fostering a spirit of partnership and
convergence among the various segments, which
has fortified the U.S. cotton industry. An apex
body along similar lines with representation of
all segments can strengthen the Indian cotton
industry as well, and enable it to realize its full
backing of the government, which needs to rec-
ognize it as the highest policy formulating body
for cotton. The government may also provide
legislative support to the new policies suggested
by it whenever needed. The East India Cotton
Association, along with the Indian Cotton Mills’
Federation and the All-India Co-operative Cot-
ton Federation have some time ago mooted the
creation of a National Board in India on the
above lines. This is being pursued and given
concrete shape. Once established, it will be the
most appropriate body to take up the cotton pro-
motion activities outlined in this paper.

Conclusion
Let me conclude this presentation on an opti-
mistic note. There is indeed some good news
for the cotton community, and significantly, from
the fashion world. The resilience of cotton to
bounce back is already in evidence as the fash-
ion trend takes another twist. The wired world,
where computers and e-Commerce rule the roost,
has engineered changes in work attitude and
work environment also. Consequently, the cor-
porate dress code is undergoing another dramatic
change. The “in” thing today is to “dress down”
and not “dress up.” Casuals are thus replacing

formals and cotton has come back strongly as
the chosen fabric. Cottons are said to be ousting
woolen trousers in some cases. As garment
manufacturers jump on the “casuals” band-
wagon, cotton has once again become their fa-
vorite, being light, cool and absorbent. And, who
knows, bio-engineering may lead to the devel-
opment of “designer” cottons from which inno-
vative products can be turned out that set textile
markets afire. The wind is clearly blowing
cotton’s way. This needs to be fully capitalized.

The future of cotton and cotton textiles will, no
doubt, be market-determined. Protagonists of
cotton, who hold this wonder fiber dear to their
heart, need to focus their promotional efforts in
a manner to ensure that cotton and all its manu-
factures including blends, by-products and prod-
ucts from residues, are positioned in the market
as premium brands and customers seek them out
while shopping at the retail level.

Cotton Promotion
Brazilian Style

Andrew Macdonald
Santista Textil S.A.

Brazil
I do appreciate the opportunity to speak to you
for a few moments at this session, in this won-
derful country and delightful city. Cotton pro-
motion is very close to my heart as a cotton lover,
working all over the world for its long-term sur-
vival, though today I will concentrate these few
words on how we see this in my country, Brazil.

I think it is clear today that we can no longer
rely on cotton to self promote itself, by just bas-
ing its appeal on the concept that cotton is natu-
ral and therefore comfortable. Real competition
has arrived on the scene, in the form of new and
more appealing synthetic fibers.

Synthetic fiber manufactures are well aware of
the need and power of promotion to convince
the consumer to buy their products in favor of
cotton. Just look at this
charming advertisement
published in Brazil, a
happy family of three
generations, we see a
mother wearing a cardi-
gan of 90% rayon, the
small daughter using 50%
viscose, and granny 100%
polyester. Have we seen a
similar advertisement for
cotton? No.

We have other examples:
advertisements for stretch
fabrics; intimate clothing,
the emphasis here being
the fabric not the garment
and even found in Brazil-

ian fashion, as synthetic fibers “catch the eye of
the world.”

So we can safely state that synthetic fibers have
now invaded cotton’s exclusive domain of com-
fort. Today, advertising for synthetic material is
more directed at emphasizing comfort and qual-
ity, and what’s more, they are competitively
priced.

So what must we do for cotton?

I do not believe the customer necessarily wishes
to turn away from cotton, but she is induced to
do so by the subtle and powerful promotion pro-
grams, which the manufacturers have installed
in her mind through their advertising, promo-
tion and presentation. This transmits a demand
syndrome to the textile industry, which in turn
must produce what the customer wants.

So, firstly we must create an atmosphere where
we can ensure that cotton spinners are not forced
to turn to synthetic raw materials. And let me
assure you that cost, or economy, is currently
not the overruling factor for preference as many
like to believe. It was so in the past; today qual-
ity plays a very fundamental part. The customer
wants quality and value for money.

Therefore, we of the cotton industry, from grower
to retailer, must invest in advertising and pro-
motion of our raw material. We need to convince
the customer of cotton’s assets—soft, smooth
and absorbent. Let’s tell the world that they must
purchase 100% cotton, or at least an intimate
blend, since nothing looks so good and is so
comfortable as cotton.

It is important to note that clothing and fashion
will change radically over the near term, as ca-
sual wear becomes the norm. The future will
bring us clothing that is lighter, with a much
cleaner finish and improved handling charac-
teristics, like for example easy care. We shall
have new and creative ideas appearing, espe-
cially in the industrial finishing area, designers
will introduce revolutionary new looks, and the
industry will create new uses for fabrics.

So let us take a look for a moment at the Brazil-
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ian fiber scenario, as an example of the chal-
lenges that face the cotton industry worldwide.
We show here Brazil’s total fiber consumption
in 1999 and a prediction for 2005 and 2008.
These numbers are based on an indepth study
made by the entire industry. We proposed here a
relatively static cotton consumption profile, ris-
ing just over 100,000 tons during the period, a
scenario consistent with the historical perfor-
mance of cotton, whilst we see that synthetic
fibers grab the lions share of the market growth.

In fact, this scenario,
somewhat different than
the final study, shows an
estimated 52% increase
in fiber consumption by
2005, but cotton would
only participate with
6.5%, whilst synthetics
would gain 138%, and
by 5.8% for cotton
against 28% by 2008.

This total overall fiber
consumption of the
study might appear a
pipe dream to many here
today, but if we take the
per capita consumption
in Brazil at the current

rate of 7.6 kgs, these calculations show that by
2005, consumption would only rise to 10.5 kgs
and by 2008 to 11.7 kgs. Still very modest by
developed countries standards, where consump-
tion today reaches 25 to 30kgs per capita.

This scenario indicates that cotton’s current mar-
ket share of 65% of all fibers consumed in Bra-
zil, would decline to 46% in 2005 and 41 % in
2008.

A dismal picture indeed!

So what is being done?
Let us look at the simple
promotion of a cotton
emblem as a start to pro-
moting cotton. Well, in
Brazil we do have a be-
wildering number of dif-
fering varieties of em-
blems to indicate our
loyalty to cotton: the
Brazilian Cotton Asso-
ciation, with a nice idea
using thread for the de-
sign; the Brazilian Cot-
ton Growers Association
has its version; two re-
cent conferences came

up with emblems; and then we have our Ameri-
can friends with an emblem in Spanish for our
market.

I am convinced that we need an international
world cotton mark or emblem to all rally to and
have a focal point to start generic promotion. I
am happy to tell you that the Brazilian textile
industry supports the concept of an international
cotton emblem.

In this respect, Cotton Incorporated in the United
States has been responsible for the outstanding
success of creating an emblem that has excel-
lent consumer recall, as well as being very ac-
tive in cotton promotion.

Advertising using an international emblem is the
road that we believe we must all follow.

Additionally, we believe that we must also trans-
mit an ecological conscience and work on the
application of sound practices in the growing
and production of cotton. If we fail, much of the
potential promotional work will be wasted.
Marketing an ecological product using recycled
raw material is an example of what can be done
in this respect.

But successful advertising and promotion require
investment in time and money, perhaps the hard-
est is money. We have come to the conclusion
that there are two classic points in the chain from
where funds could be collected: firstly based on
production at grower level, as in the United
States, and suggest a $0.50 U.S. cents per bale
levee; and secondly, a levee on a cotton tag at
point of sale, at say $0.10 U.S. cents per tag.
With this, we could raise the modest sum of just
over US$6 million in Brazil which, though small
compared with a budget like that of Cotton In-
corporated, would allow some basic promotion
activities to be undertaken.

In fact, some progress has already been made in
this respect. The Brazilian Cotton Growers As-
sociation recently signed an agreement with the
Brazilian Association of Sewers and Knitters,
to jointly promote the consumption of cotton by,
for example, displays at trade association events,
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production of promotional pamphlets for the cut
and sew industry, creation of a web site in the
name of the Association to gain a greater public
audience, organization of fashion shows with
emphasis on cotton, and creation of an emblem
and slogan for this initial campaign. In fact, a
joint promotion program aimed at increasing
cotton consumption.

Recently, the Brazilian government published an
advertisement in international trade journals
which, though directed at promoting Brazilian
cotton as such, did at least draw the attention of
the readers to cotton and its positive message.
“Get ready to be won over,” says the slogan;
“Brazilian cotton quality you can trust,” is the
message.

So what could we achieve? I would like to end
by showing you again the chart regarding Bra-
zilian fiber consumption that was shown ear-
lier, but now named “Potential.” Firstly, you will
remember the situation in 1999, with cotton con-
sumption at 798,000 tons. Our earlier scenario
indicated an increase of 850,000 tons by 2005.
Now we see the potential if we were successful
in maintaining customer support for cotton,
mainly through promotion, with consumption
now rising to 1.1 million tons and 1.3 million
by the year 2008, meaning an increase in con-
sumption of cotton by 42% and 16% respec-
tively.

This would now show cotton’s market share
declining only marginally from 65% today to
62% in 2005, and still a very respectable 60%
by 2008.

In fact these are the figures as finalized in the
formal study by the Forum de Competitividade
Brasil, a government initiative prepared together
with private enterprise, and these figures are to-
day considered the target of the industry. To at-
tain these levels we shall face many challenges,
one of which will be our ability to sustain a pro-
gram of advertising and promotion of cotton.

Many people in the industry want to throw in
the towel and say: “There is no hope for cotton,
it is expensive, anti ecological, old fashioned and
offers no advantage over today’s synthetics.”

I disagree. We shall indeed have to fight for our
lives, but to do that we must look forward to the
future with confidence and act accordingly.

Cotton Promotion
Programs

Mark Messura
Cotton Incorporated

U.S.A.
The purpose of my remarks this afternoon is to
share with you some of the experiences at Cot-
ton Incorporated with respect to cotton promo-
tion programs.

Let me begin with a little information about
Cotton Incorporated. Our corporate mission is
to increase the demand for and the profitability
of cotton through research and promotion. The
Board of Directors of Cotton Incorporated is
composed of cotton producers and the funding
for our organization comes from both cotton
producers and from importers of cotton and cot-
ton products in the United States. Cotton
Incorporated’s headquarters is located in Cary,
North Carolina, near the city of Raleigh. We also
maintain offices in New York City, Dallas, Los
Angeles, Mexico City, Singapore, Osaka, Shang-
hai and Basel, Switzerland.

In order to fully appreciate Cotton Incorporated’s
experience in promotion, it is important to un-
derstand the conditions that led to the creation
of the company. In the late 1960s, cotton pro-
ducers in the United States were facing a de-
clining market share for cotton and a threat to
their livelihood. Additionally, these producers
had very little expertise in the marketing of cot-
ton products beyond marketing their own raw
cotton. Cotton itself also faced significant chal-
lenges. There was very little technical or con-
sumer information available to the industry to
support the promotion of cotton. Furthermore,
cotton was not branded in the marketplace or in
the minds of consumers and this fact would make
it extremely difficult to improve cotton’s mar-
ket share.

The situation facing cotton producers in the
1960s was dire. Cotton’s share of retail apparel
and home fabrics sales in the United States fell
during this period and hit a low of 34% in the
early 1970s. The long-term outlook for cotton
was bleak.

Since the late 1970s and the creation of Cotton
Incorporated in 1970, cotton has regained share
and now stands at 61% of the market. This re-
versal in cotton’s share is a tremendous success
story. This kind of success is possible because
in the United States we have a strong alliance of
organizations that provide effective support to
the industry. The organizations are the National
Cotton Council, Cotton Council International
and Cotton Incorporated.

The fundamental strategy behind Cotton
Incorporated’s promotion is a “push-pull” mar-
keting strategy. This means that we pull demand
through by stimulating consumer demand for
cotton, while at the same time, pushing cotton
through the supply side in order to increase cot-
ton usage and the availability of cotton prod-
ucts at retail. Each segment of the chain, from
producers through ginners, manufacturers, re-
tailers and consumers, represents a decision
point, or choice, about cotton. Our push-pull
strategy aims to make sure that at each decision
point the decision works toward improving the
profitability of and demand for cotton.

Early promotion efforts by Cotton Incorporated
were targeted at the supply side, with the goal
of supporting the industry through innovations
such as the module builder and the EFS® Sys-
tems programs.

An early promotion initiative targeting consum-
ers was the Natural Blend® seal. This modified
version of our corporate logo required manu-
facturers to use at least 60% cotton content in
order to display the logo. This program was sig-
nificant for two reasons. First, it provided a
strong visual cue for consumers looking for cot-
ton products at retail. Secondly, the program
worked with other fibers and was not exclusively
100% cotton. For many delegations consider-
ing promotion programs, it may be reasonable
as a first step to consider initiatives that do not
require 100% cotton content if such a require-
ment proves to be a significant obstacle to cot-
ton promotion.

The Seal of Cotton continues to be a central fea-
ture of our promotion strategy. Currently, there
are more than 1,000 licensees of the Seal in the
United States and more than 120 in Mexico and
Canada.

In addition to the Seal of Cotton, Cotton
Incorporated’s promotion programs in advertis-
ing and retail marketing are successful examples
of “pull” marketing. Our advertising programs,
both in television and in print media, are an im-
portant way of communicating the benefits of
cotton and the visual cue for cotton—the Seal
of Cotton—to the consumer. Although we have
had very visible and successful television cam-
paigns, we are pondering the future direction of
television as an option. Each year in the United
States, the costs of television advertising are ris-
ing by 12%-15% and make it very difficult fi-
nancially to keep pace. Promotion efforts with-
out sufficient financing should carefully evalu-
ate the merits of television promotion as a strat-
egy.

Print advertising is a very effective means of
reaching not only consumers, but the industry
as well. We rely heavily on this approach and
have also used it very successfully in our con-
sumer promotion efforts in Mexico.

An important factor in our promotion strategies
has been to never position cotton as a “fashion
fiber.” Fashions are seasonal and they come and
go. For cotton to be perceived in this way would
not help build long-term, sustained consumer
demand for cotton.

One of the more recent avenues for our promo-
tion efforts is the Internet. Our company main-
tains an extensive Web site of consumer and tech-
nical information. The Internet offers Cotton
Incorporated a relatively low cost way to reach
large audiences.

One example of such an Internet promotion is a
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back-to-school promotion that we did in con-
junction with a popular youth Web site. Our goal
here was to get these youth thinking about cot-
ton when they made their purchases of clothing
for the start of the school year.

We have also made extensive use of shopping
center and store promotions. The programs are
always conducted in partnership with the shop-
ping centers or the stores to multiple the effects
of our investment and generate meaningful in-
volvement with retailers. Fashion shows in a
shopping center setting have been a very effec-
tive means of exposing cotton in a variety of
apparel products to consumers. The objectives
here are to raise the level of fiber awareness
among consumers when they purchase clothes
and to get them to look for cotton products.

Cotton Incorporated maintains a wide variety of
services that continue to provide a solid “push”
marketing strategy. These services include fiber
quality data, economic research, consumer re-
search, and color and trend forecasting. Our be-
lief is that by providing these services to the in-
dustry we can help the industry make better,
more informed decisions about using cotton. If
they do, then the outlook for cotton demand will
be bright.

In closing let me say that even though cotton’s
market share in the United States is above 60%,
we realize that we cannot stop our promotion
and research efforts. Our new headquarters and
research center in Cary, North Carolina is a
strong commitment by U.S. cotton producers and
importers of cotton and cotton products to build-
ing a future for cotton. This is necessary because
today, more than at any point in history, con-
sumers have more choices and there are more
fibers available. Our emphasis remains on mak-
ing sure that consumers choose cotton.

Terry Townsend mentioned three goals and three
associated measures for gauging the success of
this conference. One of those measures is the
number of delegations that return from the con-
ference and initiate promotion programs in their
own countries. I hope that my remarks will, in
some part, move many of the delegates and ob-
servers here today to pursue cotton promotion
programs.

The Promotion of
Cotton—A Retailer’s

Viewpoint

Peter Lau
Giordano International Limited

Hong Kong

Introduction
Before I begin with my brief remarks, I must

qualify myself by saying that my views are those
of an Asian-Pacific apparel retailer who has been
providing casual apparel to that part of the world
since 1981, and is now selling in 29 countries,
mainly in Asia-Pacific, with a combined rev-
enue of roughly 1-2 billion Australian dollars
per year, around 60 million pieces of garments.

In these years, we have noted the following
changes that might have had an impact on the
use of cotton in garments in Asia, a significant
market for apparel retailers today and which will
perhaps be the largest market in the world in ten
to twenty years.

Change in Attitude
Over the last twenty years, we have noticed that
100% cotton apparel is no longer a selling propo-
sition to Asian consumers. We had been promot-
ing 100% natural fiber, that is, cotton, until about
six years ago when we had to introduce more
man-made fiber in jackets and trousers. Today,
except for denim jackets, all jackets we carry
have varying degrees of man-made fiber in them.

This change reflects two things. First, many
properties that used to be unique to cotton are
now available in man-made fiber, for example,
breathing. Second, man-made fiber— made pos-
sible by technology—provides certain proper-
ties unavailable in cotton. For example, insula-
tion and stretch properties.

Whether a garment is made from 100% natural
fiber is no longer relevant to consumers. It is
both fashion and function that count. Environ-
ment-friendly textiles is not an important issue
in the developing world because people are too
busy trying to make a living. One hundred per-
cent cotton garments, in certain cases, are a li-
ability instead of an asset.

Change in Lifestyle
As Asians are becoming more affluent, they are
joining their Western counterparts in equipping
their households with automatic washing ma-
chines and dryers. The use of machines for wash-
ing and drying, instead of by hand, has exposed
some of the weaknesses of cotton products, such
as shrinkage and color fading. Some man-made
fiber garments seem to withstand machine abuse
a bit better.

The busy Asian consumers today simply do not
have enough time to spend on their household
chores. Easy care in the casual apparel is taken
for granted. They don’t even iron any more.

Suggestions
• The uniqueness of cotton—its advantages and

benefits—could be reemphasized. Perhaps
selling high-cotton-content is more market-
able than one-hundred-percent cotton.

• The industry could continue its recent good
track record of the quality of the cotton crop

and its consistency. Production costs could
be kept low to ensure cost competitiveness
with man-made fiber.

• Better cooperation among members of the
supply chain could speed up the supply of
cotton fabric to garment manufacturers to help
them deal with the ever-shortening of prod-
uct life cycles.

• New fabrics made of 100% cotton or high
cotton content could help to offer a variety of
products to consumers in terms of fashion and
improved functionality.

• Sponsorship of fashion magazines, designers
using 100% cotton or high-cotton-content in
their garments, and other opinion leaders.

In conclusion, it is not that apparel retailers love
cotton less, but that they love their customers
more.

Second
Open Session

Meeting Customer
Needs—International

Trading Rules
David Montgomery

Dunavant Enterprises Pty. Ltd.
Australia

First Breakout Session

CICCA
The session commenced with a presentation on
the current position of CICCA (Committee for
International Co-operation between Cotton As-
sociations) by the secretary, Bob Williams, and
the chairman, John Anderson. The main points
were:

Last year it was decided to develop into an “in-
clusive” rather than an “exclusive” organization
based upon the following factors:

• Open the membership to non-traders.
• Seek to embrace textile mill associations.
• Recognize all associations engaged in the pur-

chase and sale of cotton.
• Enshrine the principle of sanctity of contracts.
• Provide regulations that will oblige members

to police their own members.
• Comprise members who are prepared to share

common values and to act as a mutual influ-
ence group.

Since adopting this criteria, CICCA has been
pleased to welcome into membership the Aus-
tralian Cotton Shippers Association and the
Izmir Mercantile Exchange from Turkey. There
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are other organizations that have expressed an
interest in joining this Committee and their ap-
plications are presently being processed.

John Anderson told the meeting of the large
amount of parties in default and the fact that the
majority was in only a few countries.

Spinners’ Viewpoint
The spinners’ viewpoint was brought to us by
Andrew Macdonald, chairman of the Spinners
Committee of the ITMF and president of the
Brazilian Cotton Association.

The keynote of Andrew’s address was the need
to educate spinners and agents in fully under-
standing purchase contracts and the arbitration
system that backs up these contracts.

It was clear that a considerable number of dis-
putes could be avoided if the merchant took time
to explain to the buyer the rules and the arbitra-
tion system governing the contract in more de-
tail. This was especially important in countries
that have only recently started importing cotton
or were making the transition from government
controlled trade to private enterprise.

Australian Cotton
Shippers Association

Gordon Cherry, representing the Australian Cot-
ton Shippers Association, reinforced the need
for merchants to get closer to their spinner cli-
ents.

Australian merchants using HVI classing equip-
ment and ginning data have a substantial amount
of information on each bale shipped. Through
sharing this technical data with the spinner, a
stronger partnership can be forged which could
provide efficiency and cost savings for the spin-
ner.

Gordon also reinforced Australia’s commitment
to international trading rules and the sanctity of
contracts.

Liverpool Cotton Association
Paul Kinney, president of the Liverpool Cotton
Association (LCA) outlined the cooperation
between that organization and CICCA in uphold-
ing arbitration judgements.

American Cotton
Shippers Association

Neal Gillen, executive vice president of the
American Cotton Shippers Association (ACSA)
told us of the actions taken by shippers to en-
courage their members to abide by the rules and
not do business with parties on the default list.

Key Points
In summary, the key points were:

1. Many arbitration problems could be
avoided if there were greater transparency
and better understanding of the obligations
of contracts and trading rules.

2. Spinners need to have confidence that
they will be treated fairly in arbitration.

3. ICAC, as a government-to-government
organization, has a role to play in support-
ing the work of CICCA and member or-
ganizations.

4. Merchants who continue to trade with
entities on the default list undermine the
whole international cotton trade. They
encourage the dishonest and condone bad
practices.

If effective rules and processes cannot be main-
tained in the cotton trading world, there will ul-
timately be a breakdown in our free market sys-
tem which will hurt the vast majority, who are
honest and honorable members of our great cot-
ton family.

The Challenge of
Competition

Steven Chen
Tah Tong Textile Co. Ltd.

China (Taiwan)
Over the last few years, economic conditions
provided an over-supply of capital which in turn
led to excess investments in the textile industry.
As such, the textile industry has witnessed ex-
cess capacity and overproduction over the last
decade. This trend has had an adverse impact
on the industry, causing difficult operating con-
ditions and an oversupply of products, which in
turn has led to depressed prices. Many textile
goods are now sold below cost, especially stan-
dard yarns.

Today, this poor economic environment still per-
sists in most of the world textile industry. Upper

and middle stream textile manufactures are per-
haps suffering the worst effects.
Not surprisingly, the question on everyone’s
mind is, “What is the solution to all this and
how quickly can the industry recover?” This
question can be rephrased as, “How to build-up
company competitiveness?” This question was
widely discussed at ITMF’s annual meeting in
Cape Town this past September. Two of the main
solutions offered were:

• Innovation or, in other words, increasing prod-
uct value through the application of high-tech
techniques and tools in new product develop-
ment.

• e-Business solutions: exploring the applica-
tion of the Internet to facilitate trade as well
as to improve business processes.

Going back to the cotton industry as a whole,
here are some points I ask all of you to consider.

Meeting Customer’s Needs
As the standard of living continues to improve
in Europe and America, customers’ requirements
and demand in apparel and fashion will gradu-
ally change. Our customers today seek increas-
ingly better quality and design in their clothing.
Furthermore, the lifestyle of the consumer is
shifting from formal wear to casual wear, with
an emphasis for easy-wear/easy-care.

Cotton Still Major Fashion Trend
At a recent exhibition by Herren-Mode-Voche,
cotton fabrics and apparel were presented. The
designs emphasized cotton clothes with a sophis-
ticated yet natural (or gentle) look and feel. This
collection reflects the trends I have just men-
tioned.

Cotton Council International (CCI) has recently
surveyed consumers on their impressions of cot-
ton fabrics. Here are the overall findings from
the study:
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• Adults view cotton as a very comfortable and
natural material.

• Today’s youth uses descriptors such as “ac-
tive” and “power” for cotton.

• Younger children find cotton to be cute, clean
and white.

Improving Cotton Value and Quality
Through the use of high-tech tools we can bet-
ter understand the characteristics of cotton and
calibrate for higher quality. The modern spinner
will account for these major fiber characteris-
tics—length, micronaire, strength, short fiber
content, (U%), maturity, seed variety, seed coat
fragment, neps. From the latest spinning and
manufacturing processes, we require

• good yarn quality
•  efficient production
• possibly lower production costs

Shown here are the HVI and AFIS inspection
tables for some cotton quality data. With this
information, the mill manager should be able to
set an optimal range for cotton material blend.

Cotton Trading Rules
With the application of more advanced cotton
measurements and the employment of high-tech
equipment, more and more spinners are asking
suppliers for cotton fiber based not only on
grade, length and mic, but also on strength, uni-
formity, short fiber content, maturity, seed coat
fragments, etc. Spinners require these charac-
teristics since they directly affect yarn quality,
production efficiency and cost.

Suppliers, growers, and merchants must work
with the user-the spinner-to discuss in detail the
cotton quality specifically for his need. I believe
that through open discussions we can get cotton’s
properties to meet user needs. This may seem
like a difficult proposition, but it is probably only
at this point that both cotton suppliers and users
can derive the maximum value from the trans-
action. Customers will get the best quality prod-
uct to suit their needs and cotton suppliers will
receive a higher price for superior products.

Impediments to Competition
Short fiber content (SFC), or short fiber index
(SFI) is one of the major factors today that nega-
tively affects not only yarn quality, but also mill
cleaning, spinning efficiency, and raw material
costs. SFC is a pervasive problem that affects
spinning because of:

• Increased spending in fiber carding and
comber “noil” process (in other words, this
increases raw materials consumption).

• Increased cotton particles in the air.
• Increased yarn breakage during the spinning

and winding processes.
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• Reduced yarn strength.
• Decreased yarn evenness.

To illustrate the magnitude of this problem, a
1% increase in SFC along with a cotton price of
US$0.66 per pound will result in a price increase
of $3.5 for a bale of combed yarn.

Furthermore, SFC negatively affects the weav-
ing process as well. Problems include:

• Less evenness of yarn which affects smooth-
ness of the fabric surface.

• More breakage of warp yarn.
• Decreased weaving efficiency.

All evidence suggests that a reduction in SFC
can be achieved at the cotton ginning process
by:

• Less beating of the cotton, which cuts the cot-
ton fiber.

• Exact control of correct moisture content dur-
ing ginning process, which will also reduce
neps and fiber breakage, thereby reducing
SFC.

• Actually, in modern spinning mills the clean-
ing process uses centrifugal force to remove
cotton trash, therefore it is better for the gin-
ner to reduce beating and saws in lint clean-
ers in order to avoid fiber damage.

Conclusion
Going into the new century, our cotton industry
has moved from a traditional environment to a
modern one, so how can we modernize the cot-
ton industry to meet the challenges?

• Improve quality by applying the new tech-
nology available for harvesting and ginning.

• Use high-tech instruments and machinery for
testing.

• Improve seed genetics.
• Increase productivity to reduce price to be

competitive.

The objective is to render quality goods with
valuable properties, since more and more friends
in our industry will follow this principle for their
future goals.

I think that the best way to learn is to learn to-
gether and from each other, which will build up
two winners.

Ladies and gentlemen, trust me, you can make
it.

*****
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Statements to the Steering Committee
Second Meeting

Report of the
Private Sector Advisory Panel

PSAP–3
The ICAC has changed much since its incep-
tion 61 years ago, and, as is the case with much
in the world economy, the pace of change for
the ICAC seems to be quickening. Members of
the Private Sector Advisory Panel (PSAP) ap-
plaud the heightened spirit of cooperation de-
veloping between governments and the private
sector of the world cotton industry. We welcome
opportunities to work constructively with pub-
lic sector representatives for the attainment of
social objectives through policies and programs
designed to improve the health of the world cot-
ton economy.

The Private Sector Advisory Panel wishes to
acknowledge the hard work of the Standing
Committee during the past year in approving the
formation of an Expert Panel on Biotechnology
in Cotton and in approving the development of
a business plan by the Secretariat. Both devel-
opments are positive for the world cotton indus-
try and are contributing to an improved focus
by the ICAC on issues of importance to those
who earn their livelihoods in the cotton sector.

The PSAP acknowledges with appreciation the
positive comments about the PSAP offered by
members of the Standing Committee. As noted
by the Standing Committee, members of the
PSAP serve voluntarily at own expense to help
ensure that the ICAC continues to move forward.
The PSAP is composed of representatives from
both consuming and producing countries, from
developed and developing countries and repre-
sentatives from all major segments of the world
cotton industry, producers/ginners, shippers and
spinners.

Genetically Engineered Cotton
The second report of the PSAP presented to the
58th Plenary Meeting in Charleston urged the
ICAC to take a greater role in environmental
education. The PSAP notes with satisfaction the
formation of an Expert Panel on Biotechnology
in Cotton in January of this year and the comple-
tion of the Panel’s report in August. The PSAP
is concerned that an ICAC-member government
earlier this year was requested to destroy geneti-
cally engineered cottonseed. Further, several
governments of member countries are establish-
ing a standard of disapproval of genetically en-
gineered products based on concerns that seem
to most in the private sector to be borne mostly
of emotion, unfounded fears and philosophy
rather than science. The PSAP reaffirms the ex-

traordinary importance of genetically engineered
cotton to the world industry and asks that dis-
cussions of genetically engineered cotton in the
ICAC should be based on sound science. As
noted in the report from the Expert Panel, seven
national academies of science have indicated that
biotechnology holds great promise to alleviate
hunger and poverty in the world, and that best
science is needed to make wise choices with re-
spect to the new technology. The PSAP urges
the Advisory Committee to adopt the report of
the Expert Panel on Biotechnology in Cotton and
to approve the report for broad public distribu-
tion. The PSAP also urges that the ICAC con-
tinue to be involved with environmental educa-
tion to assure the public that cotton is a safe and
environmentally friendly product.

Government Measures
The PSAP notes that some governments continue
to provide subsidies that distort prices, produc-
tion and trade in cotton and cotton products, of-
ten to the detriment of producers in developing
countries. Such subsidies are damaging to the
health of the world cotton economy. The PSAP
urges governments to continue to work toward
the elimination of practices and programs that
distort prices, production and trade in cotton and
cotton products. Wherever possible, government
measures affecting the cotton industry should
be designed so that production and trade will be
based on market demand.

Common Fund Projects
The PSAP recognizes the potential benefits to
the cotton industry of projects funded by the
Common Fund for Commodities. The resources
of the Common Fund must be applied to the de-
velopment of essential infrastructure in devel-
oping countries. Projects designed to improve
cotton yields, to improve classification systems
and develop permanent bale identification sys-
tems, and projects to develop cotton marketing
and processing infrastructure, including ware-
houses and universally accepted negotiable
warehouse receipt systems, will be of benefit to
the world cotton industry.

Price Risk Management
The PSAP recognizes that producers and spin-
ners face substantial uncertainty and increasing
competitive pressures in the world cotton
economy. Accordingly, efforts to educate cot-
ton industry participants regarding the use of
modern risk management alternatives should be
encouraged. Educational material should be de-
veloped on the use of forward contracts, mar-
keting clubs, options and other derivatives.

n addition, the PSAP notes that futures contracts
traded in New York are limited to the delivery
of U.S. cotton to U.S. locations. Accordingly

prices in New York reflect primarily U.S. con-
ditions. As a consequence, prices for cotton in
non-U.S. locations can diverge from New York
futures prices, limiting the utility of the New
York market for many in the world industry. The
PSAP recommends that the ICAC urge the New
York Board of Trade to evaluate the develop-
ment of a viable futures contract for the deliv-
ery of non-U.S. cotton. The ICAC should also
encourage the development of electronic futures
trading for all growths of cotton.

Education
The ICAC should work with other international
organizations to educate the world cotton com-
munity on the benefits of fair trade practices
through the adoption of universally accepted
trade rules and enforceable arbitration structures.

The ICAC should facilitate cooperation between
producers, the textile industry and the cotton
trade to develop new seed varieties, better culti-
vation, harvesting, and ginning methods, stan-
dard bale sizes and packaging material to as-
sure the delivery of a diverse variety of accept-
able qualities which will allow mills to effi-
ciently manufacture quality yarns and textile
products. The issues of concern to the textile
mills of neps, short fiber content, and in par-
ticular stickiness and contamination must be
addressed on a wide scale to encourage the ex-
panded use of cotton by textile mills. The high-
est priority must be assigned to accommodate
the changing quality needs of the consuming tex-
tile manufacturers.

Business Plan
In its report to the Advisory Committee last year
in Charleston, the PSAP urged the development
of a business plan by the Secretariat to explore
revenue opportunities that comport with guide-
lines established by the Standing committee. The
PSAP notes that a business plan has been devel-
oped by the Secretariat and approved by the
Standing Committee and that implementation
has begun. The PSAP regards these as positive
developments.

According to the Secretariat, efforts are under-
way to expand subscription sales of publications,
including on-line sales. The Secretariat is de-
veloping cooperative relationships with several
coordinating agencies on the use of the web. The
Secretariat is working with the host committees
in Australia and Zimbabwe to expand revenue
from plenary meeting registration fees and trade
booths. The Secretariat has been able to recover
costs associated with travel to national cotton
industry events and the supervision of Common
Fund projects. The Secretariat has received re-
imbursement for research conducted primarily
for the benefit of another international organi-
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zation. And, the Secretariat has been reimbursed
for costs associated with participation in the
Research Associate Program by additional par-
ticipants from member countries. The PSAP has
made several suggestions directly to the Secre-
tariat regarding improvements in implementa-
tion of the business plan. For instance, the PSAP
reiterates that revenue from trade booths and
registration fees at plenary meetings must ac-
crue to the Secretariat. The financial arrange-
ments between the Secretariat and the host com-
mittee must be clearly delineated at the time an
invitation to host a meeting is discussed.

The PSAP applauds the efforts at revenue en-
hancement and notes that the improved entre-
preneurial culture of the Secretariat and the
Standing Committee is being achieved without
compromising the integrity of the Committee.
The PSAP reiterates that the underlying purpose
in encouraging the development of a business
plan and efforts at revenue enhancement is to
enable an expansion of services to the cotton
industry, including educational material, train-
ing opportunities and additional research
projects. By expanding services without requir-
ing an increase in government assessments,
members of the ICAC are in effect paying less
for the benefits of the ICAC. It would constitute
a missed opportunity if increased revenues re-
ceived through business plan activities were used
mainly to reduce government assessments rather
than to expand services to the industry.

Secretariat Salaries
Members of the PSAP are aware that the issue
of Secretariat salaries has been discussed be-
fore. The PSAP does not wish to generate dis-
harmony, but we note with some concern that
Secretariat salaries are not as high as those paid
in other international organizations. The PSAP
believes that the salaries and benefits paid to
members of the Secretariat should reflect their
considerable knowledge, skills, experience, pro-
ductivity and dedication. With this consideration
in mind, the PSAP urges the Standing Commit-
tee to review the current level of Secretariat sala-
ries and benefits with a view toward ensuring
that the Secretariat continues to employ highly
capable people.

Plenary Meetings
The Committee has a history of accepting invi-
tations in the order received, and members of
the private sector very much appreciate the op-
portunity to visit all cotton countries. However,
experience shows that consecutive meeting in
the same region, or even continent, leads to re-
duced attendance. The Rules and Regulations
indicate that meetings of the Advisory Commit-
tee should alternate as much as possible between
exporting and importing countries, and we be-
lieve that observance of this rotation would be
of benefit to the Committee as well as the host
country. Therefore, the PSAP suggests that the
Standing Committee, working with the execu-
tive director, take a more pro-active role in the
selection of venues for each plenary meeting.
The Committee should develop a rolling four to
six year program of venues, alternating between
producing and consuming countries, preferably
trying to rotate from continent to continent and/
or hemisphere to hemisphere and favoring safe,
accessible and attractive locations that are likely
to attract participants. A sequence might be as
follows: 2001 Zimbabwe; Poland and Egypt in
2002 and 2003; 2004 South America; 2005
Western Europe; 2006 Central Asia; and 2007
East Asia.

The PSAP also reiterates a suggestion made pre-
viously that plenary meetings should be com-
bined with international research conferences.
Overlapping research conferences with plenary
meetings would capture economies of scale in
meeting preparation and logistics, conserve in-
dustry time and travel resources and allow ple-
nary meeting participants exposure to a broader
range of industry participants. Combining ple-
nary meetings with research conferences would
provide opportunities for involvement in the ple-
nary by the entire chain of those engaged in cot-
ton production, processing and marketing, al-
lowing synergistic benefits to accrue to both
groups of participants.

Internet Portals
Members of the PSAP are already aware of nu-
merous different Internet portals vying to serve
as a platform for online trading of cotton and
cotton related products. It is self evident that

most of these will fail, sometimes with reper-
cussions to the cotton industry. While the devel-
opment of e-commerce in cotton is exciting and
will in time provide substantial benefits to the
industry in the form of reduced transactions
costs, there are also potential pitfalls. Mere plat-
forms will not serve the industry well. Most e-
commerce sites do not guarantee contract per-
formance and do not have adequate dispute reso-
lution systems, services the PSAP believes
should be integral to cotton e-commerce sites.
The PSAP suggests that the Secretariat monitor
developments in e-commerce in cotton and that
the subject be incorporated into future plenary
discussions.

PSAP Membership
Membership on the PSAP should be inclusive
of all facets of the world cotton industry, includ-
ing representatives of producers, processors and
marketers of cotton and representatives of de-
veloping and developed countries. The PSAP
urges all ICAC countries to actively recruit rep-
resentatives from their private sectors for ser-
vice on the PSAP in coming years.

Contamination
Contamination of cotton bales with foreign mat-
ter, honey dew and seed coat fragments contin-
ues to be a problem of serious concern to the
entire cotton industry. Contamination reduces the
value of cotton and provides an incentive for
spinners to use alternative fibers to reduce costs
and the risks of product defects and damage to
machinery. The ICAC has provided significant
assistance in the area of education and encour-
agement regarding contamination, and the PSAP
notes that many countries have made significant
strides toward the reduction and elimination of
contamination. Nevertheless, the problem re-
mains acute. Producing countries should be en-
couraged to take additional care to avoid con-
tamination in cotton bales. The PSAP recom-
mends that the ICAC continue to educate and
raise standards on this issue.

Submitted to the Advisory Committee
November 7, 2000

Cairns, Australia
Fritz Grobien, Chairman

*****
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A R G E N T I N A
C R O P  Y E A R  1 9 9 9 / 0 0

COUNTRY REPORTS FROM MEMBER
GOVERNMENTS ON THE COTTON SITUATION

CULTIVATED AREA
Cotton planted area in 1999/00 reached approxi-
mately 346,000 hectares, 46% below the previ-
ous season. Harvested area was 332,000 hect-
ares, 52% below 1998/99. Around 94% of
plantings were performed in non-irrigated areas
and 6% under irrigation.

VARIETIES
INTA (National Institute of Agricultural Tech-
nology) is the main cottonseed breeder of Ar-

gentina. Through a joint agreement with private
enterprises and coops, INTA has developed most
varieties used in Argentina. Breeding has been
oriented towards the improvement of agronomic
and technological resistance to plagues’ char-
acteristics.

Lately, two other private breeders started oper-
ating. In 1998/99, Genética Mandiyú (Delta &
Pine Land International/Monsanto Co./Ciagro
S.R.L.) began to promote Newcot 33 B with the
name “Biogodon,” with the Bt gene; around

6,000 ha were sown with this variety. They have
registered Deltapine 50 BBB, also. In 1998/99
Mycogin from the USA began the promotion of
UCAL X 41, and this season they started the
MS2 variety.

Almost all area is still sown with INTA variet-
ies (95%), of which Guazuncho 2 INTA covers
65% of area, Porá INTA covers 25%, while
Gringo INTA, Chaco 520 INTA, Cacique INTA
and Oroblanco INTA, an okra leaf variety, to-
gether cover 8% of area.
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The technological characteristics of the most
popular INTA varieties are summarized in the
table.

Through an agreement with Monsanto Co., INTA
began to develop transgenic cotton varieties. For
2000/01, it is expected that Chaco 520 BR and
Guazuncho 2000 RR will be available. Other
varieties (Guazuncho 2 INTA, Porá INTA,
Gringo INTA, Cacique INTA and Oroblanco
INTA) with BR, Bt and RR genes will be avail-
able later.

MAIN TECHNOLOGICAL
CHARACTERISTICS OF
ARGENTINE COTTON

The Cotton Fiber Technology Laboratory of
INTA at Sáenz Peña Agricultural Experimental
Station has carried out statistical work on the
main technological characteristics of the
Argentinean cotton fiber, with standards for the
period 1992/93–1996/97 presented in the table.

Evolution of Main Technological
Values of Argentinean Cotton

The Cotton Fiber Technology Laboratory of
INTA at Sáenz Peña Agricultural Experimental
Station has done statistical work on the evolu-
tion of the main technological values of the
Argentinean cotton fiber.

The charts shown here present this evolution for
the period 1964-1997. Even though the data from
later years is being evaluated, preliminary re-
sults show that values do not differ much from
those shown on these charts.

Length went from values at or below 25 mm to
values close to or higher than 28 mm. Although
resistance used to be lower than the average
Presley values (75-85,000 vs. 85-90,000 lb/sq.
inch), lately it has increased to average values
measured with Stelometer, reaching 20-22 gr/
tex. The micronaire index also has shown evi-
dent progress, being now around 4.2 microgram/
inch.

PRODUCTION
The first official estimate of raw cotton produc-
tion for 1999/00 is 134,000 tons. Raw cotton
yields are estimated at around 402 kilograms per

harvested hectare, 33% higher than the average
313 kilograms per hectare of 1998/99, 16%
higher than the 1997/98 average (348 kg/ha),
and 9% higher than the 1996/97 average (378
kg/ ha). Since 1994/95, our last year of normal
crop development (519 kg/ha) in terms of
weather and plagues, fiber yields per hectare
have fallen 33%.

Adverse weather conditions and low interna-
tional prices were responsible for a reduction in
planted area during 1999/00. Argentina does not
apply subsidies on production or commercial-
ization of cotton. That is why Argentinean pro-
ducers respond to market changes.



52                                                                                                                                                                     NOVEMBER 2000

Due to adverse weather in the final stages of the
season, the commercial quality and technologi-
cal characteristics of the fiber also fell, mainly
fineness and micronaire. Fiber yield at ginning
also decreased at the end of the season, another
factor for lower prices to producers. The aver-
age national yield rate at ginning was 32%.

Average prices paid to growers ranged from 180
to 400 pesos per ton of seedcotton, depending
on quality, micronaire, ginning rate and loca-
tion. Cottons graded C to C-3/4, with micronaire
between 3.5 - 4.9 were paid in the upper range,
mainly by domestic mills, while those of lower
quality, with micronaire lower than 3.5, were at
the low edge. The average price paid during the
season is estimated at 290 pesos per ton.

The boll weevil, Anthonomus grandis B. de-
serves a special paragraph. This pest entered
Argentina in 1993. Only crops from two depart-
ments in the northern province of Formosa were
infested (Pilaga and Pilcomayo departments).
Thanks to a very aggressive eradication program,
the pest has been circumscribed to a very small
area of Formosa. In the five seasons since its
appearance, it has been isolated and controlled,
but this work is facing some problems due to
high grades of infestation in neighboring coun-
tries. Argentina has adopted an eradication
policy for this pest. Cotton producers, the gov-
ernment’s budget, and financial entities are sup-
porting the eradication program. The cotton in-
dustry has founded the Boll Weevil Fight Foun-
dation (FULCPA) for similar purposes.

In January 1996, the total cotton area of 150
hectares in Misiones province was burned. Since
then, there has been no cotton cultivation. In July
1998 a boll weevil was captured in Salta, 30 km
from the border with Bolivia. After eradication
measures were applied, there were no more cap-
tures. In May 1999, boll weevils were captured
in Loreto, northeast of Corrientes, around 30 km
from the Paraná River, the border between Ar-
gentina and Paraguay (Ñeembucú Department).
After applying eradication measures there were
no more captures in this area, either.

In 1997, Argentina began joint work with the
private sector and the government of Paraguay
to control the boll weevil in the Department of
Ñeembucú (Republic of Paraguay). Work is be-
ing carried out to create a buffer zone to prevent
the spread of the weevil to Argentinean terri-
tory. The Integrated Bol1 Weevil Management
Project, a tri-national project between Argen-
tina, Brazil and Paraguay has been fully imple-
mented. This project is partially supported by
the Common Found for Commodities. The ICAC
has promoted this project and now is in charge
of the audit.

CONSUMPTION
Domestic raw cotton consumption in Argentina
has fallen since 1991. The chart shows consump-
tion from l991 to 2000.

Year Consumption
(tons)

1991 139,700
1992 131,500
1993 130,000
1994 115,000
1995 106,800
1996 (estimated) 105,000
1997 (estimated) 105,000
1998 (estimated) 95,000
1999 (estimated) 86,000
2000 (estimated) 85,000

Source: SAGPyA

The reduction in fiber consumption is due to
growing imports of all types of textile manufac-
tures as the Argentinean economy opened. In
many cases, this economic opening has been
used to introduce subsidized textiles with dump-
ing practices, and also to avoid custom controls.
The economic and social situation of Argentina
had a big influence in domestic consumption
during 1999 and it is expected that it will also
affect consumption in 2000.

The value of textile imports and exports is shown
on the chart.



COUNTRY REPORTS                                                                                                                                                                53

EXPORTS
During calendar year 2000 Argentina will ex-
port around 55,000 tons of cotton lint. Accord-
ing to SENASA’s sale registrations for export
to September 30, 2000, Argentinean export ship-

ments reached 29,110 tons. Shipment destina-
tions were America (62%), Asia (36%) and Eu-
rope (2%). 48% of the total was exported to
Brazil.

IMPORTS
Imports of raw cotton to September 30, 2000
were 7,794 tons: 48% from the USA, 27% from
Greece, 16% from Brazil, 6% from Paraguay
and 3% from other origins.

T H E  T E X T I L E  I N D U S T R Y
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It is still too early to have an estimate of the
cotton area for 2000/01 because of the economic
and social difficulties that the Argentinean pro-
ducer is facing. This situation is also affecting
all other members of the agroindustrial cotton
chain. Producers are waiting for clear market
signs and their impact on international prices. If
price prospects turn adverse, producers could
change to soybeans instead of cotton.

All members of the Argentinean cotton
agroindustrial chain are concerned about the fi-
nancial restrictions of producers who are facing
the costs of a new crop year.

First estimates of planting are around 500,000
to 600,000 hectares. With favorable weather, lint
cotton production could reach between 230,000
to 255,000 tons.

The Argentinean textile industry has been se-
verely affected by imports. In many cases, these
imports are subsidized or introduced with dump-
ing practices, and also avoiding custom controls
and at low labor costs. Presently, our textile in-
dustry is waiting for more favorable conditions
to recover and to increase the production of yarn,
fabrics and manufactures, both for domestic and
export markets. This upturn of the textile indus-
try would allow a reactivation of the sector with

a multiplying effect over the Argentinean
economy and an important social impact.

To help save the domestic textile industry, the
Argentinean government has implemented mea-
sures allowed by the WTO, tending to minimize
these distorting effects.

Just like we did fifteen years ago at another ple-
nary meeting that took place in Australia, Ar-
gentina requests that in 2000/01 all subsidies to
the production of seedcotton and fiber, cotton
exports, yarn and textile manufactures be elimi-
nated. These subsidizing policies affect coun-
tries like Argentina that do not use this kind of
intervention, generating unfair competition, dis-
torting the market and creating a higher level of
volatility and instability of prices.

As part of the CAIRNS Group and being active
in the Uruguay Round of GATT, Argentina
makes a call to adopt measures conducive to the
elimination of these policies.

It is expected that at the new negotiations being
developed at the WTO, all matters influencing
the agricultural sector will be discussed in depth
because of its importance as a main source of
foreign currency, economic development and
employment, and because its social and human
aspects are fundamental in developing countries.

1 9 9 9 / 0 0  O U T L O O K
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A U S T R A L I A
T H E  C O T T O N  G R O W I N G  A N D  G I N N I N G  S E C T O R

1999/00 COTTON CROP
The Australian cotton industry maintained high
levels of production for the third year in a row,
with the 1999/00 crop confirmed at 726,400
tons, down slightly from last year’s record final
crop out-turn of 732,529 tons. More than
450,000 hectares were planted to cotton this sea-
son, down from 550,000 last year. The reduced
area was predominantly at the expense of lower-
yielding dryland cotton.

Based on the above figures, the average Austra-
lian lint yield for 1999/00 was a little over 1,614
kg per hectare.

The 1999/00 season got off to a mixed start with
some areas experiencing cooler, wet conditions.
Cool weather continued in many growing regions
until the end of the year, and one hot period early
in January delayed the growth of some irrigated
cotton crops by about two weeks. The weather
improved in late January to allow for rapid ma-
turity, and by early February most crops had de-
veloped excellent yield potential. There was
lower insect pressure throughout the season in
most areas, which allowed growers to reduce
the incidence of insect sprays, especially on
Ingard crops. The season finished well; however,
rains delayed cotton harvests in many areas, par-
ticularly in NSW.

2001 HARVEST FORECAST
Preliminary figures of the Australian Bureau of
Agricultural and Resource Economics (ABARE)
suggest plantings of around 504,000 hectares in
2000/01, with production around 768,000 tons.

EXPORTS
The Australian cotton growing industry relies
heavily on exports, with over 90 percent of pro-
duction sold on the world market. In 1999/00,
702,749 tons of raw cotton, valued at $A1,406
million, were exported. In volume terms this rep-
resents an increase of around 8 percent over the
previous years’ exports.

The main export markets in 1999/00 were Indo-
nesia, Japan and Thailand.

MARKETING ARRANGEMENTS
Marketing is undertaken by a range of organi-
zations including growers’ cooperatives, private
companies and the subsidiaries of international
companies. There is no government involvement
in either export or domestic marketing. A non-
statutory body, the Raw Cotton Marketing Ad-
visory Committee, acting as a sub-committee to
the Australian Cotton Industry Council (ACIC),
facilitates the exchange of information between
the Commonwealth Government and the vari-
ous sectors of the industry on cotton marketing.

There is no government price support nor any
other form of assistance specific to cotton grow-
ing, ginning or marketing, other than in the form
of contributions to research and development.
There is active competition amongst ginners for
seedcotton and amongst merchants for raw cot-
ton, providing growers with a choice of ginning
and/or selling arrangements.

PROMOTION
Domestic promotion in Australia is the respon-
sibility of Cotton Australia. The organization
continued to sponsor events such as fashion pa-
rades at the Royal Queensland Show depicting
Australian cotton as “The Thread of Life.”

Cotton Australia also supported the Australian
Cotton Shippers Association’s initiatives in in-
ternational promotion. Two members of the Cot-
ton Australia Board represented the Australian
cotton industry in Asia, Europe and the United
Kingdom.

Cotton Australia’s Cotton Store, located at
Sydney’s Darling Harbour, opened in February
1999 and has evolved to become a showcase of
Australian cotton products. The Cotton Store
concept, combining retailing and education, has
received very positive feedback from local and
overseas visitors. The Cotton Store retails the
best of Australia’s cotton products including
fashion, homewares, paper, soaps and oils. The
second floor of the Shop is dedicated to a cur-
riculum-based and multi-media education pro-
gram on cotton. All facets of the industry are
covered, from growing, processing, manufactur-
ing, marketing, spinning and weaving to design.

Nearly 4,000 students participated in education
programs at the Cotton Store in 1999/00. The
Cotton Store’s education and communication
program targets a wide range of people, from
primary school students through to tertiary stu-
dents and special interest groups.

The Cotton Store proved to be a great success
during the recent Sydney Olympic Games, be-
ing a popular source of Australian products for
visiting tourists and athletes.

BEST MANAGEMENT PRACTICES
Cotton growing in Australia is a high user of
input resources such as water, fertilizer and
chemicals. The industry has acted to employ
management systems that utilize these resources
in a way that has minimal impact on the envi-
ronment, neighbors and the community.

The Best Management Practices (BMP) program
comprises a code of sustainability and imple-
mentation of on-farm management programs that
aim to use all available technology, resources

and management systems to achieve an economi-
cally and environmentally sustainable industry.

To achieve this, the industry continues its de-
velopment, promotion and implementation of the
BMP program for cotton production. A major
objective is to have all cotton growers involved
in BMP by June 2001.

Cotton Australia is in charge of the implemen-
tation of BMP in the cotton industry. Around
350 workshops were conducted during the year,
attended by over 3,000 growers and industry rep-
resentatives.

RESEARCH AND DEVELOPMENT
The Commonwealth Government provides as-
sistance to the cotton industry through its con-
tribution to research and development, contrib-
uting on a matching dollar for dollar basis on
research expenditure, up to a maximum of 0.5
percent of the gross value of production. The
Cotton Research and Development Corporation
(CRDC) was established under Commonwealth
legislation in 1990 to manage this investment
and is a partnership between the Australian cot-
ton industry and the Commonwealth Govern-
ment.

The CRDC spent some of $A12.1 million in re-
search and development grants and associated
activities during 1999/00, an increase of over 4
percent over the previous year. Its research pro-
gram continues to reflect the Corporation’s
strong commitment to the adoption of environ-
mentally sound, sustainable farming practices.
Of the 1999/00 R&D expenditures, 45 percent
was attributable to the sustainability of natural
resources, 37 percent to the profitability and
world competitiveness of Australian cotton and
18 percent to the development of the industry’s
human resources through its People and Com-
munity Program.

Key research and development activities include:

• Reduction of the industry’s dependence on
traditional pesticides.

• Continued development and adoption of In-
tegrated Pest Management and Area Wide
Pest Management strategies.

• Enhancements of the industry’s farm best
management practices and audit program.

• Development of cotton varieties with better
yield, fiber quality and resistance to pests,
including the launching of three new
INGARD® varieties.

• Development of best practices for soil man-
agement and monitoring of water usage.



56                                                                                                                                                                     NOVEMBER 2000

• Increased attention to fiber quality, process-
ing and market related issues.

T E X T I L E  A N D  C L O T H I N G  I N D U S T R I E S

• Development of indicators to monitor the
economic and commercial impact of re-
search and development.

• Development of extension strategies that
facilitate the adoption of new knowledge and
technologies.

PRODUCTION
The domestic spinning industry consumed
around 40,576 tons of raw cotton in the 1999/
00 marketing year, an increase of over 7 percent
on the previous year’s consumption. Australia
produced 33,368 tons of cotton yarn in 1999/
00, a decrease of 9.4 percent on 1998/99. Cot-
ton woven fabric production in 1999/00 totaled
47,230 ‘000 square meters, 15 percent lower
than 1998/99. Cotton and cotton blend yarn
manufacture in Australia has maintained a rela-
tively stable base over recent years, represent-
ing both domestic and export market activities.
However, cotton fabric production has fallen sig-
nificantly, particularly in the circular knit fab-
ric area, reflecting both a decrease in demand
from local apparel manufacturers and the in-
creased market share held by imported raw ma-
terial and finished goods.

GOVERNMENT ASSISTANCE
Following an extensive review of the Australian
Textiles, Clothing and Footwear (TCF) indus-
tries in 1997, the Federal Government announced

in July 1998 the following initiatives to support
Australia’s TCF industries post 2000:

• A continued reduction in tariffs until 2000,
with a pause in the phase-down of tariffs
from 1 July 2000 to 1 January 2005.

• A legislated TCF Strategic Investment Pro-
gram (SIP) that came into effect on 1 July
2000. The TCF (SIP) Scheme supports fur-
ther investment in capital expenditure, re-
search and development and innovation in
Australia’s TCF industries.

• The Expanded Overseas Assembly Provi-
sions Scheme (EOAP), which is designed
to facilitate the ongoing development of Aus-
tralian textile, clothing and footwear firms
by encouraging the retention of high value
added and skilled activities in Australia,
while at the same time supporting an expan-
sion in overseas assembly activities. The
EOAP Scheme came into effect on 9 June
1999.

• A TCF Market Development Program that
will assist Australia’s TCF industry to de-

velop and implement strategies to increase
their involvement in the global market.

• A TCF Technology Development Fund that
will encourage the development of new tech-
nologies designed to enhance business com-
petitiveness in Australia’s TCF industries.

• The National Framework for Excellence in
TCF Education and Training, which will
support the development of a collaborative
network of existing education and training
institutions, with the objective of creating a
world class education and training infra-
structure.

• The provision for duty free imports will con-
tinue. However, anomalies in the existing
TCF system and tariff concessions will be
examined.

• “Towards 2010,” the Action Agenda for
Australia’s TCF industry was launched in
July 2000. The government has agreed to
provide start-up funding to assist the indus-
try to implement projects under the Action
Agenda to advance Australia’s TCF
industry’s international competitiveness.

B R A Z I L
INTRODUCTION

During the plenary meeting in Paraguay in 1997,
Brazil’s country report discussed the process of
recuperation of the Brazilian cotton industry, and
it was predicted that the effects would be no-
ticeable within two or three years. The recupera-
tion has in fact taken place, and during the 1999/
00 season Brazil, having almost achieved self-
sufficiency in cotton, has resumed, albeit mod-
estly, exports of cotton, after nearly eight years
of absence from international markets.

Estimates indicate that total production of cot-
ton has risen from 380,000 tons to 700,000 tons
during the period 1997/98–1999/00.

PRODUCTION
The main growth area has been in the state of
Mato Grosso, where between 1996 and 2000
cotton production increased from 33,000 to
315,000 tons, and private estimates are predict-
ing a production of 420,000 tons, or over 2 mil-
lion bales in the 2000/01 season. The area to be
planted is expected to increase from 240,000 to
350,000 hectares. Yields, which were extremely
high this season—over 1,300 kilos per hectare—

are expected to settle at an average of around
1,200 kilos, still double the national average of
five years ago. The decline is mainly due to the

entrance of new farmers and new areas coming
under production, with the expected initial start-
ing problems.
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However, not only the state of Mato Grosso has
shown this remarkable growth, other states like
Goias, Minas Gerais, and Mato Grosso (South)
have increased their production at the expense
of the more traditional states of Sao Paulo and
Parana. In the Northeast, production growth has
been notable in the state of Bahia. In other North-
eastern states, further north from Bahia, studies
are being undertaken to foster more effective
ways of production for smaller farmers, which
are typical in that region.
The common denominator for this revival of
cotton production in Brazil has been the utiliza-
tion of extensive areas for cultivation and the
application of state-of-the-art technology in all
phases of production, from GPS planting and
fertilizing, right up to 100% mechanical harvest-
ing and storage. The high Savannahs of central
Brazil which were until twenty years ago con-
sidered infertile and unproductive except for
sparse cattle ranching, have blossomed under
new applications and soil treatments.
The overall production in Brazil, 700,000 tons
(approximately 3.25 million bales) this season,
was more than 50% above the 1998/99 season,
and private estimates for 2000/01 are placed at
850,000 tons (4.25 million bales), a further in-

crease of 20%, thereby closely matching the to-
tal cotton requirements of the national textile
industry today (see production estimates table).

QUALITY
The quality of cotton in general has also made
quantum leaps in terms of grade, staple, strength
and uniformity amongst other quality criteria,
especially in the state of Mato Grosso. New seed
varieties are being constantly developed to im-
prove productivity as well as quality (see repre-
sentative classing results).

As a reviving industry, growers have opted to
employ used ginning equipment in order to re-
strict the initial capital outlay. Though the qual-
ity of ginning in general is good, the older gins
do require more regular maintenance and skilled
labor, and have a low production output. With
the prospect of an expanding crop, it is estimated
that in the near future more modern gins, with
greater capacity and flexibility, will be intro-
duced in the larger growing regions to take up
the increased area that is being planted.

EXPORTS/IMPORTS
Brazil is expected to be active in exports next

season. The improved quality of Brazilian cot-
ton will find acceptance in many world markets.
Imports will continue for special requirements,
though perhaps on a reduced scale (see export/
import charts).

BALANCE OF TRADE
The Brazilian stable and growing economy has
resulted in an increased consumption of cotton
in Brazil, after being stagnant for many years.
The devaluation of the real in 1999 has encour-
aged a recovery of exports of textile products
and the negative balance of textile trade has nar-
rowed. In fact, for the year 2000 the figures will
show a surplus. The reduction of imported cot-
ton has also assisted in achieving this surplus
(see balance of trade charts).

CONSUMPTION
Consumption of all fibers is expected to increase
during the next decade along with population
growth, together with a greater purchasing power
that will raise the per capita consumption of fi-
bers from 7.7 kgs in 1999 to 10.5 kgs in 2005
and 11.7 kgs by 2008, still considerably less than
consumption per capita in the developed nations
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where the average fiber consumption reaches 25
to 30 kgs.

To meet this expected demand, fiber production
will expand not only for cotton, but also for syn-
thetic fibers. Cotton’s challenge will be to main-
tain the high market share of 65% of all fibers

in Brazil, which will require that domestic pro-
duction continue growing, as demonstrated in
the graphs shown.

ECOLOGY
As the central Brazilian Savannahs are situated
between the Amazon basin to the north and the

wetlands of the Pantenal in the south, preoccu-
pation regarding ecologically friendly farming
is foremost in the minds of producers and con-
sumers, as well as the federal government. The
development of new seeds resistant to the dis-
eases prevalent in the new growing areas is an
ongoing requirement to achieve a sound balance
between productivity and preserving nature.
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C H A D
Cotton is the backbone of Chad’s economy. Two
and a half million people derive the bulk of their
income from cotton, and 60% of Chad’s export
earnings come from the cotton industry. These
two figures clearly show the dominant role that
cotton plays in the Chadian economy.

Chad’s national output of cotton lint has fluctu-
ated in recent years as shown in the table.

The drop in production for 2000/01 can be at-
tributed to two factors: the late onset of rainfall,

which interfered with the cotton plant’s normal
growth cycle, as well as the drop in world cot-
ton prices over the past two years, which has
had a negative effect on the income of cotton
growers and has generated some dissatisfaction
with the cotton crop.

Two varieties of cotton are currently grown in
Chad as shown in the table.

Virtually all of our cotton output is intended for
export, which raises the problem of our depen-
dence on the world market, where competition
is very intense.

Under these circumstances, the cotton offered
for sale must be of irreproachable quality, i.e.
free of all contamination and with excellent tech-
nological characteristics.

To reach this goal, substantial efforts have been
made, and will continue to be made, in order to
improve the quality of our cotton permanently.

 Output of Cotton Lint in Chad
   Year Tons
1997-98 103,000
1998-99 67,000
1999-00 75,000
2000-01 60,000

C H I N A  ( TA I WA N )
PREFACE

The cotton spinning industry of China (Taiwan)
relies entirely on imported raw cotton, and the
United States has always been the No. 1 sup-
plier of the island’s cotton imports. Cost control
has been made difficult by changes in supplies
and prices in the U.S., as well as by fluctuations
in the exchange rate, and these factors have had
a heavy impact on the operations of
cotton spinners in Taiwan. The space
for the survival of domestic spinners has
been further compressed by rising la-
bor costs in recent years and by the
long-term dumping of low-priced cot-
ton yarn from Southeast Asia thanks to
Taiwan’s relatively low import tariffs.
The cumulative effect of these factors,
plus a lack of appreciable growth in
demand, has brought low profits to our
spinners, and they have been forced to
adapt by constantly increasing the
added value of their products, by mov-
ing their production offshore, or by di-
versifying into other businesses or in-
dustries in an attempt to remain com-
petitive. Nevertheless, Taiwan will re-
main an important market for the
world’s raw cotton suppliers.

According to a survey carried out by
the Taiwan Cotton Spinners’ Associa-
tion, following a long-term structural
readjustment, the number of ring
spindles on the island has dropped to
2.7 million this year. Machinery and

equipment purchases have stabilized; although
actual operating figures are continuing to de-
cline, the capacity utilization rate is being main-
tained above 93%. This fact indicates that the
cotton spinning industry of China (Taiwan) has
successfully completed the transition to a new
production and marketing structure.

TEXTILE AND APPAREL IMPORTS
AND EXPORTS

The value of exports of textile and apparel prod-
ucts from China (Taiwan) in 1999 totaled
US$14.185 billion (Table 1), accounting for
11.7% of the nation’s overall exports
(US$121.64 billion) that year. The export fig-

      Cotton Varieties Grown
                 in Chad
  1.    STAMF
  Grown on more than 95% of area
     planted to cotton
  Micronaire: 3.7 – 4.5
  Length: 1 3/32 – 1 5/32
  Tensile strength: 20 – 23 GR/TEX
  Very low neps rate
  Absence of seed coat fragments
  Grade: Middling to Good/Middling

  2.    A 51
  Grown on 5% of area planted
     to cotton
  Length: 1 5/32 – 1-1/4
  Technological characteristics superior
     to those of STAMF, including
     good fineness
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ure represented a decline of 2.58%, compared
to the previous year. Divided into the categories
of fiber, yarn and piece goods, and apparel and
accessories, fiber exports for the year declined
3% to US$747 million, accounting for 5.27%
of overall textile shipments. Yarn and piece
goods exports reached a value of US$10.608
billion; this accounted for 74.78% of total ex-
ports in the textile sector, but were still down
1% from 1998. Exports of apparel and accesso-
ries dropped 7.94% in 1999 to US$2.83 billion,
accounting for 19.95% of total shipments in the
textile sector.

Imports of textile and apparel products into
China (Taiwan) during 1999 amounted to
US$2.877 million (Table 2), down 9.12% from
the year before. Of this total, fiber imports
dropped by 16.78% to US$670 million, account-
ing for 23.29% of the overall textile imports.
Imports of yarn and piece goods fell 7.11 % to
US$1.315 billion, representing a 45.71% share
of all textile imports; and imports of apparel and
accessories slipped 5.6% to US$892 million,
accounting for 31% of total imports in the sec-
tor.

CURRENT STATUS OF THE COTTON
SPINNING INDUSTRY

Raw Cotton Imports
The key raw material used by the cotton spin-
ning industry is raw cotton, and since China
(Taiwan) itself produces no raw cotton the in-
dustry has to depend entirely on imports for this
material. According to statistics provided by the
Customs Department of China (Taiwan), imports
of raw cotton into Taiwan amounted to 273,413

tons in 1999 (Table 3), a reduction of 11.48%
compared with the previous year; the import
value was US$360.166 million, down 25.62%
from 1998. The U.S. was the largest source of

raw cotton in 1999, supplying 59,480 tons; this
was equal to a 21.75% share of our total im-
ports, but represented a reduction of 25.96%
from the 1998 level. Côte d’Ivoire ranked sec-

ond as a raw cotton supplier to Tai-
wan, with 46,578 tons; this was up
36.72% from the year before, and it
represented a 17.04% share of total
raw cotton imports. Australia ranked
third with 28,543 tons, making up
about 10.44% of the total raw cotton
shipments, but down at a rate of 8.1%
from 1998. Uzbekistan was next with
23,200 tons, down 7.51%, account-
ing for 8.49% of the raw cotton total,
followed by Argentina with 19,043
tons, up 19.56% and accounting for
6.97% of the overall figure for our
raw cotton imports. Because of the
promotion of raw cotton sales to Tai-
wan by African countries in recent
years, most of the increase in imports
during 1999 came from that conti-
nent. The largest increase was from
Mali, with a growth of 109.64%, to
account for 6.06% of our total raw
cotton imports; Chad, up 151.06% to
1.97% of the total; and Uganda, with
a soaring increase of 440.02% but
still accounting for just 1.23% of the
total.
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Production of Cotton Yarn
and Blended Yarn

Production of pure cotton yarn and blended cot-
ton yarn in China (Taiwan) in 1999 totaled
326,966 tons (Table 4), down 2.85% from the
336,553 tons produced the year before. Domes-
tic demand for cotton also dropped during the
year, falling to 290,625 tons, compared with the
level of 301,421 tons registered in 1998.

Imports and Exports of Staple Yarn

Direct exports of staple yarn from China (Tai-
wan) amounted to 152,969 tons in 1999, down
14.71% from the 179,362 tons exported in 1998.
The value of these exports amounted to
US$424.09 million in 1999. Cotton yarn alone
accounted for 21.7% of all cotton staple exports,
although export shipments fell by 15.67% in
volume and 10.97% in value in 1999. The main
destinations for shipments of staple yarn from
China (Taiwan) in 1999 were Hong Kong, ac-

counting for 47.65% of the total export volume;
the Philippines, with 8%; Vietnam, with 5.87%;
and Japan, with 5.07%.

Imports of staple yarn in 1999 amounted to
165,682 tons, representing an increase of 6.49%.
The value of these imports totaled US$329.718
million, a drop of 7.40% from 1998. Polyester
moved into first place among imported yarns
during the year, accounting for 51.48% of the
total figure. Cotton yarn was thus removed from
its customary spot in first place and pushed down
to second place, holding a 40.65% share of all
our yarn imports in 1999. Polyester imports have
been increasing rapidly each year since 1996.

CONCLUSION

In overall structural terms, the cotton spinning
industry in China (Taiwan) has been facing dif-
ficulties for a number of years. Besides shifting
some of their less-efficient spindles to countries
with lower labor costs in order to reduce pro-

duction costs—thus boosting the trend toward
the international division of labor—most of the
members of the Taiwan Cotton Spinner’s Asso-
ciation are hovering on the brink of their break-
even points and as a result are moving toward
merging, reducing the number of spindles, or
even taking the drastic step of closing down their
plants.

To cope with the changes that are taking place
in the market, therefore, our domestic cotton
spinners must adapt by seeking to purchase low
priced materials and upgrading their existing
facilities through the use of improved technol-
ogy to produce high quality, high value-added
cotton yarn and small volume, large variety spe-
cialty yarns that are differentiated from the cot-
ton-yarn products of emerging countries. This
strategy should enable them to maintain their
competitiveness by making full use of their abil-
ity to respond quickly to customer needs and to
take advantage of new developments in the area
of manmade fibers.
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E G Y P T

C O L O M B I A

INTRODUCTION
The Egyptian delegation submits this economic
report covering all statistics concerning Egyp-
tian cotton and polices concerning production
and marketing with appreciation and gratitude
on the part of the Arab Republic of Egypt to the
International Cotton Advisory Committee, the
international forum that brings together this well-
attended gathering of representatives of cotton
producing and consuming countries, and to the
international organizations involved. This sub-
mission is made because we are concerned about
participating in the activities of the ICAC as
Egypt is one of the main states that founded the
ICAC in 1939. Egypt has also participated in
all of the Committee’s activities throughout its
history, either by submitting documents and sta-
tistics or through official delegations and ob-
servers that have attended the meetings, shared
in discussions, and proposed decisions to sup-
port the position of cotton in the industrial, spin-
ning and weaving sector.

CULTIVATED AREA
The cultivated area decreased in 1999/00 to

reach 651,000 feddans, a decrease of 138,000
feddans compared with 789,000 feddans in
1998/99, especially in area planted with ELS
cotton. In addition, after having six varieties that
included Guiza 87, Guiza 76 and Guiza 77, these
have been reduced to three only—Guiza
45,Guiza 70 and Guiza 88.

On the other hand, area cultivated with long
staple cotton has been stabilized at the same level
of 586,000 feddans in 1998/99, as it reached
574,000 feddans in 1999/00, a decrease of only
12,000 feddans. Table A reflects the situation.

This change in planted area of different variet-
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ies is due to a production policy that depends on
international and local needs as well as techni-
cal reasons, such as the need to produce variet-
ies of high productivity and quality to overcome
the decrease in total planted area and also to
achieve suitable marginal profits for cotton
growers.

The cultivated area in 2000/01 is expected to
reach 541,000 feddans instead of 651,000
feddans in 1999/00, a decrease of about 110,000
feddans precisely in area planted with LS cot-
ton (as noted in Table 1). The reason is that al-
ternative crops became more profitable than cot-
ton.

PRODUCTION AND LEVEL
OF PRODUCTIVITY

Although cotton planted area decreased in 1999/
00, productivity has increased to 7.11 lint cantar/
feddan in comparison with 5.74 lint cantar/
feddan in 1998/99. Consequently, production
reached 228,000 tons instead of the 226,000 tons
in 1998/99. In spite of being a small increase, it
reflects the achievement of one of our goals that
aims at concentrating on a vertical increase to
face the decrease in cultivated area. Table B com-
pares production/productivity in 1999/00 and
1998/99 for all varieties planted.

According to our assessment, productivity in
2000/01 will remain the same as last year’s. The
decrease in cultivated area will lead to a similar
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decrease in expected crop outturn that will reach
about 189,000 tons instead of 228,000 tons, a
decrease of about 39,000 tons (17%), mainly in
the long staple varieties (Giza 86, Giza 89, and
Giza 85). On the other hand, it is expected that
production of ELS varieties will increase from
26,000 tons to reach 29,000 tons.

Production of Giza 80 and 83, which are planted
in upper Egypt, will keep steady at the rate of
48,000 tons, the same rate as in 1999/00.

PRICES AND SUPPORTS
In spite of the downward trend that dominated
international markets at the beginning of 1999/
00, Egypt’s selling and buying cotton prices have
settled due to the following reasons:

• The minimum level of buying cotton from
producers has been the same in 1999/00 as
in 1998/99.

• Selling prices for local consumption and
export have decreased by about 10% less
than those of the 1998/99 season. This situ-
ation led to buying prices exceeding selling
prices by about 70 million L.E. (US$20 mil-
lion). This support is considered small if
compared to those given in many other coun-
tries.

LOCAL CONSUMPTION
Local mills have decreased its demand of Egyp-
tian cotton. They had received about 144,000
tons up until 8/31/2000 instead of 187,000 tons
received last year and 230,000 tons the year be-
fore (1997/98). This season, Egypt imported
about 25,000 tons of foreign cotton, 15,000 of

which were imported from Greece and 1,000
from Sudan (Acala). Egyptian mills have re-
ceived a total of about 158,000 tons of Egyptian
and foreign cotton.

EXPORTS
1999/00 is considered one of the most success-
ful exporting seasons as can be seen from ex-
port data. Commitments reached 107,146 tons
achieved in 1998/99 and proceed records show
that during the four consecutive seasons from
1994/95 to 1997/98, they ranged between
19,000–70,000 tons.

We consider this achievement a great record due
to the following reasons:

• We succeeded in exporting 107,000 tons in
spite of the depression that dominated most
of the 1999/00 cotton season.

• Matching international market prices of

some varieties, especially ELS, has de-
creased. Also, a decrease in minimum grade
for contract has been achieved, thus com-
mitments on these varieties have increased
to reach 46,000 tons, something that had not
happened for a long time as price levels play
an important role in attracting contracts.

• We exported cotton not only to our tradi-
tional markets but also to many other new
markets. The total number of countries to
which we exported our cotton reached 40
worldwide.

Table C reflects the quantity of cotton exported
during 1999/00 compared with that of previous
years.

EGYPTIAN COTON POLICY
On this issue, it is worth noting that the policy
implemented for 2000/01 is an extension of the
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polices implemented in previous seasons, based
on many principals, one of which is complete
freedom in the planting and trading of cotton
under the promulgation of liberalization issued
in 1994, and a voluntary marketing system for
whoever wants to deal with prices fixed and
announced in marketing centers, in addition to
the following points:

• Declaring export prices in accordance with
market mechanisms and matching interna-
tional prices. Also, a range of export prices
have been declared instead of one fixed price
as before; this range is flexible and fluctu-
ates according to supply and demand forces.
It is worth to note that export prices for 2000/
01 are higher than those of producers, there-
fore, producers have a premium.

• Improving spinning utility and handling con-
trol of cotton, from picking to export, to
overcome pollution and contamination; and
an orientation toward the production of or-
ganic cotton, considered to be environmen-
tally friendly. Also, experiments to cultivate
natural cotton in new areas such as Toshki.
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The Cotton Arbitration and Testing Organiza-
tion believes that the production and processing
of cotton is the cornerstone of the agricultural
economies of many developing countries. Nev-
ertheless, some governments of these countries
do not subsidize cotton, while others pay indem-

nities to offset any losses incurred by cotton
growers from time to time. On the other hand,
some rich countries have attained technology in
the field of cotton production, trade, ginning,
processing and exportation. These countries pre-
sumably practice large scale and low cost pro-

duction methods, with a waste of almost zero.
These countries still subsidize their cotton pro-
duction and spend millions of dollars on cotton
promotion. Therefore, they influence, either di-
rectly or indirectly, the prices of cotton produced
by other producing countries. Regretably, such
countries advise the developing countries not to
pay any direct or indirect subsidies to their pro-
ducers.

To solve the problems of cotton producing de-
veloping countries, they would have to apply, as
a starter, free trade and handling practices within
their local markets. Rich countries have to trans-
fer their technology in the fields of cotton pro-
duction, processing and ginning to the develop-
ing countries at reasonable prices tantamount to
the real cost, and take the conditions and econo-
mies of developing countries into consideration.
Moreover, they may secure such transfer through
forward sales, lease sales, soft loans, grants or
repayment out of future returns.

We hope that the ICAC would carry out special-
ized studies about the applicable ways and means
of cooperation between developed and develop-
ing countries to develop the cotton sector in the
latter. Otherwise, cotton cultivated areas shall
ultimately shrink in developing countries dur-
ing the next few years. The problem shall be the
diversion from planting cotton to other crops.
Proof of the foregoing is the constant yearly
decrease of cotton cultivated areas in the devel-
oping countries during the past few years. This
trend is ongoing for economic rather than natu-
ral reasons.

T H E  C O T T O N  A R B I T R AT I O N
A N D  T E S T I N G  O R G A N I Z AT I O N

C O T T O N  R E S E A R C H  I N S T I T U T E  —  A G R I C U LT U R A L  R E S E A R C H  C E N T E R
QUALITY TEST REPORT ON THE 1999 EGYPTIAN COTTON CROP
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1. These tests were carried out on 1,020 samples drawn from six cotton exporting companies for different grades of commercial varieties, while
varieties on trial were drawn from experiments of the CRI.

2. All tests and spinning procedures take place at the CRI under standard atmosphee (20 ±1.2 C and 65%± 2% R.H.)

3. Several properties were added to the report this year, such as properties of yarns spun by OE Sp. Technique for L.S.cottons, sugar content %, single
yarn properties and micromat results, for more information.

4. HVI strength was based on stelometer level.

5. Single yarn tensile strength was expressed in terms of CN/tex (10 N = ~1.02 kg).

GENERAL REMARKS
• Giza 76 and Giza 77 are no longer grown

commercially due to a policy toward reduc-
ing the number of varieties.

• Giza 88, a high yield new extra long variety

was grown commercially for the first time
this year, and its results showed similarity
to those of Giza 70, except for being finer.

• A new L.S. promising cross (Giza 81 x Giza
83) was included this year for the first time
to satisfy Egyptian spinners’ needs.

• The OE Sp. machine and the single yarn ten-
sile tester were provided to the CRI by the
French Project, while the Micromat Fine-
ness tester was provided by the German
Project. Thanks are due to both governments.

G E R M A N Y

TRENDS IN THE TEXTILE AND
APPAREL INDUSTRY

For over 30 years, the German textile and ap-
parel industry has been undergoing a difficult
process of structural adjustment. Between 1970
and 1999 the number of companies dropped,
from 7,704 to 2,010 (a fall of 74%) and the in-
dustry shed more than three-quarters of its
workforce (881,200 to 197,470, i.e. a fall of
78%)

Despite this, the German textile and apparel in-
dustry, which is dominated by small and me-
dium-sized companies, remains a significant
factor in our economy. For example, it is the larg-

est consumer goods sector in Germany. With a
turnover of DM 51.1 billion (1999), it accounts
for 2.2% of the manufacturing sector. Several
hundred thousand jobs in other branches of in-
dustry depend directly or indirectly on it.

The German textile and apparel industry is in-
tensively involved in the international division
of labor. It exported goods worth DM 30.8 bil-
lion (3.4% of total German manufacturing ex-
ports) and imported goods worth DM 51.1 bil-
lion (7.6% of total imports) in 1999. In the in-
ternational trade in textiles and apparel (exclud-
ing raw materials), Germany comes third on
imports and takes fourth place on exports (1997).

While the availability of textile and apparel prod-
ucts on the German market (output + imports –
exports) rose by only 7.7% between 1970 (DM
50.6 billion) and 1999 (DM 54.5 billion), the
proportion of exports (share of exports in turn-
over) of Germany’s textile and apparel industry
grew from 13.0% to 60.3% in this period; how-
ever, the proportion of imports (share of imports
in products available on the German market) rose
even more sharply in the same period: from
15.9% to 97.4%. In 1999, the import surplus
amounted to DM 22.3 billion.

The development of Germany’s apparel and tex-
tile industry has been characterized over the last
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few years by an accelerated process of interna-
tionalization (outward processing, shifting of
production abroad, joint ventures), and this will
continue.

Cyclical Position
The cyclical hopes for the German textile and
apparel industry again went unfulfilled in 1999.

Compared with 1998, there was no sign for a
reversal of long standing trends.

Textiles: new orders –7.1%, production –7.9%,
turnover –7.3%, employment –3.9%, imports –
8.2%, exports –8.4%.

Apparel: new orders –5.2%, production –2.7%,

turnover –5.5%, employment –6.9%, imports –
6.3%, exports –3.5%.

Exports remain the main stimulus for cyclical
recovery.

Outlook
Although there are some signs that the industry
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is turning the corner, the cyclical recovery is
rather hesitant. Unemployment dropped slowly
but still remains at high levels. Rising prices for
oil affect real incomes as well as currency fac-
tors; an expected overall economic growth of
about 3% in the year 2000— compared with only
2.7% in 2001—suggests that, probably, there
will be no substantial increase in domestic de-
mand in the coming year.

However, all forecasts for the development of
foreign trade are positive. A low level of inter-
est rates, moderate price increases and the fa-
vorable exchange rates for exports have made
the companies more competitive and pushed
exports once more into the main driving force
for the economy. In addition, the Uruguay Round
of the GATT has created the conditions for
worldwide market liberalization. This means that
increased export efforts can produce new sales
opportunities for Germany’s textile and apparel
industry, in one of the world’s growing sectors.

The integration of textile trade under the nor-
mal WTO rules and the process of general liber-
alization will create new playing fields in inter-
national trade.

TRENDS IN THE
COTTON INDUSTRY

Volume and Origin of Imports
Imports of raw cotton into Germany decreased
by 20.8% from 148,113 tons in 1998 to 117,334
tons in 1999. In terms of value, the decrease was
34.6%.

Cotton imports in 1999 once again primarily
came from Central Asia—that region’s share of
total imports rose from 47% in 1998 to 48% in
1999. As in the past, Uzbekistan played a lead-
ing role: it accounted for 41.7% of imports
(1998: 40.7%) and thus took first place amongst
the suppliers.

Chad still comes second, accounting for 10.7%
of imports (1998: second place with 11.8%). It
is followed by Greece (7.7%), Sudan (6.3%),
Zimbabwe (4.0%), Mali (3.0%), Turkmenia
(2.4%), Burkina Faso (2.4%), Israel (2.3%), the
USA (2.2%) and Turkey (2.1%).

Compared with 1998, there was a particular in-
crease in imports from Greece, Mali and
Turkmenistan; higher shares also from Uzbeki-
stan and Turkey.

At the same time, Chad, Sudan, Zimbabwe,
Burkina Faso, Israel, the USA and Syria ac-
counted for far lower shares of the imports.

Re-exports of Cotton
German re-exports of cotton rose in 1999. The
year-on-year increase amounted to 2.9% in terms
of volume (from 13,851 tons to 14,257 tons).
The main customers were again European Union
countries with 61% of the re-exported total vol-
ume (1998: 54%), and East European countries
with a share of 26% (1998: 44%). The main

destinations were Austria, the Netherlands, Den-
mark, the Czech Republic, Hungary and Poland.

Import Prices of Cotton
The average price of all raw cotton imports to
Germany amounted to DM 2.29/kg in 1999, –
7.6% compared to 1998 (DM 2.78/kg). The cot-
ton price in 1999 (Cotlook A Index middling 1-
3/32) fluctuated between DM 2.43/kg at the be-
ginning and DM 1.88/kg at the end of the year,
with an average price of DM 2.17/kg, –5.4%
below the 1998 average.

Cotton Textile Industry
In 1999, the encouraging momentum for cycli-
cal recovery from the preceding year was partly

lost. The favorable exchange rate of the
Deutschmark against the U.S. dollar and ster-
ling boosted the sales opportunities again in
1999, so that exports remained the driving force
for all processing stages (yarns to finished
goods).

Figures for Cotton Yarn
Output –12.2% to 114,520 tons
Imports –8.4% to 93,110 tons
Exports –20.1% to 47,329 tons

The provision of yarn for the domestic market
thereby fell by 7.3% to 160,301 tons.

The development of cotton fabrics was negative
compared with the year before. Production fell
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by 15.1% to 133,477 tons. Exports decreased
by 16.0% to 103,741 tons and imports decreased
by 12.7% to 99,042 tons. The amount of cotton
fabrics for the domestic market fell by 12.5% to
128,778 tons.

The output of chemical fiber yarn decreased in
1999 too; the same applied to exports. The trend
for fabrics from chemical fiber moved in the
same direction in 1999: production decreased
by 11.5% to 172,210 tons, imports fell by 6.8%
to 117,810 tons and exports dropped by 133%
to 126,120 tons. The availability of these prod-
ucts for the domestic market therefore fell by
1.0% to 163,900 tons.

Outlook
It looks likely that the textile industry will con-
tinue to be dominated by foreign demand still
expecting a consolidation in domestic demand.

The enormous pressure from the high propor-
tion of imports on the cotton textiles market will
continue; currency fluctuations are presumed to
influence this year’s trade developments. The
development of yarn prices remains unsatisfac-
tory.

With the implementation of the ATC and with
the accession of major players into the WTO
further structural adjustments are unavoidable
for the German textiles and apparel industry.
Nevertheless, there are hopes of an improved
business situation in the years to come.

Technology developments and further improved
market access for textiles and apparel are con-
sidered good grounds for the future of textile
industries. In this context, reliable international
trade agreements and contracts are of particular
importance.

G R E E C E

COTTON SITUATION AND OUTLOOK

Overview
Cotton planted area in 2000 totaled approxi-
mately 400,000 ha and production is expected
to be about 1,250,000 tons of seedcotton or
400,000 tons of lint. Average yield is expected
to be 3,120 kg of seedcotton/ha.

In 1999, cotton planted area was 429,570 ha,
having produced 1,320,865 tons of seedcotton
(436,925 tons of lint or 1,934,094 bales). Yields
averaged 3,070 kg seedcotton/ha.

Mill use of cotton in 1999/00 is projected at
135,000 tons, while in 1999 and 1998 was
125,000 tons. In the same period, Greek raw
cotton exports are expected to be approximately
300,000 tons, significantly higher than the quan-
tity exported in the previous three years (195,
187 and 249,000 tons in 1997, 1998 and 1999
respectively).

Acreage and Production
Cotton planted area, seedcotton production and
average yield during the last nine years as well
as a forecast for the current year are presented
in Table 1.

Cotton culture practices are performed with re-
spect to the environment, using reduced doses
of nitrogen fertilization, tending to generalize
drip irrigation and respecting the IPM principles
for pest control.

Varieties
The Hellenic variety Zeta 2, mostly planted in
central and southern Greece, is a Verticillium
resistant variety. The other Greek varieties
mainly cultivated in 1999 are Eva, Corina, Chris-
tina and Sindos-80. Eva, Christina and Sindos
80, due to their earliness, are mainly grown in
northern Greece (Macedonia, Thrace) while
Corina is grown mainly in central Greece. All
of them have very good fiber properties.

The main foreign varieties cultivated in Greece
in 1999 were Midas, Acala SJ2, Bravo, Vulcano,
Aria, Alegria, Corona and Suregrow-125.

Supply and Stocks – Domestic
Consumption and Trade

An overall view of cotton trade in the last years
(Table 2) shows that exports represent a high
part of cotton production (65%), whereas im-
ports represent merely a 5% of the cotton con-
sumed.

Prices
Minimum cotton prices for 1999/00 are set at
100.99 euro per 100 kg, while the target price is
set at 106.3 euro per 100 kg (same as the previ-
ous three years).
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Quality

Color Grade
White grades 30 and 31 were the predominant
color grades of Greek cotton classed from the
1999/00 crop and accounted for 13.71% and
23.37% of total classings, respectively. In 1998/
99, percentages of white grade 30 and 31 made
up 18.55% and 26.80% of the classings, respec-
tively.

All white color grades accounted for 45.66%,
much lower than in the 1998 crop (56.46%).
Light spotted color grades comprised 34.79%
of classings, higher than in the 1998 crop
(30.48%).

Staple Length
The predominant staple length was 28mm, mak-
ing up 94.56% of classings for the 1999 crop,
lower than in the 1998 crop (97.21% of
classings).

Micronaire
The average micronaire index of cotton classed
from the 1999/00 season was 4.1 (4.2 in 1998)
and cotton micronaire index ranging 3.5 through
4.9 comprised 97.52% of classings.

Quality Control
Standardization of cotton bales in lots by vari-
ety for uniformity in fiber characteristics is ap-
plied by many ginneries in the country. The Hel-
lenic Cotton Board classifies the total crop bale
by bale. The last eight years its laboratories have
been equipped with HVI and it is expected that
all bales in the next few years will have an HVI
certificate.

Organic Cotton
Biological cultivation of cotton started in Greece
some years ago and expanded rapidly. However,
area planted to organic cotton is declining, reach-
ing approximately 350 ha in 1999 (400 ha in

1998). Mean yield is nearly 2,000 kg/ha
seedcotton. The area projected for 2000 is about
300 ha. Foreign buyers have expressed strong
interest in buying such a product and all current
production is being absorbed mainly by the Eu-
ropean market.

Research
The Institute of Cotton and Industrial Plants, the
Hellenic Cotton Board and other institutes and
universities are carrying out cotton research in
Greece. The current research projects concern
breeding and variety improvement, plant nutri-
tion and fertilization, drip irrigation, physiology,
growth regulation, ecology, cultural practices,
crop protection, fiber and textile technology and
oilseed technology. The main research projects
of the Hellenic Cotton Board in 2000 concern:

1. Evaluation of newly produced Greek
varieties.

2. Comparative evaluation of Greek and
imported varieties.

3. Evaluation of two hybrids in Greece.
4. Sowing under plastic protection.
5. Sowing on banks.
6. Non-tillage and reduced tillage.
7. Narrow rows.
8. Organic cotton.
9. Environmental effects on fiber quality.

10. Fertilization by drip-irrigation
(fertigation).

11. Effect of the last irrigation date on the
crop.

12. Study of biological fertilizers.
13. Effect of different FINISH and

ETHREL applications on yield and
fiber quality.

14. Pink bollworm (Pectinophora
gossypiella): association of insect
number caught in pheromone traps
with damage in the field.

15. Use of pheromone traps for control of
green bollworm (Heliotis armigera).

16. Evaluation of Gaucho and other seed
dressing products.

17. Evaluation of the dyeing quality of
different varieties.

Fields of Activity of the HCB
The Hellenic Cotton Board (HCB) is a state or-
ganization, an integral unit of the Ministry of
Agriculture, responsible for providing technical
support and offering services for cotton produc-
tion, marketing, ginning, classification, seed
propagation, seed-fiber-textile technology, qual-
ity control, processing and research. The HCB
is in charge of the application of EU regulations
for cotton along with supervision and certifica-
tion of sowing-seed production, testing and qual-
ity control of seed, fiber, oil seeds, yarns and
textile products, and total cotton crop classifi-
cation.



74                                                                                                                                                                     NOVEMBER 2000

I N D I A
ROLE OF COTTON IN THE

INDIAN ECONOMY
Cotton plays an important role in the Indian
economy covering about 9 million hectares of
cultivable land. It is one of the most important
cash crops and engages millions of farmers,
while about another 40-50 million people de-
pend on activities related to cultivation, trade
and processing for their livelihood. Again, it is
the most important raw material for the domes-
tic textile industry comprising (as of 03/31/2000)
1,565 spinning mills; 285 composite mills with
an installed capacity of 35.1 million spindles;
392,000 open end rotors and 123,000 looms in
the organized sector; plus another 921 small
scale spinning units with about 1.98 million
spindles, 52,400 rotors and 1.63 million looms
in the small scale decentralized sector. Further-
more, cotton and cotton related textile items
contribute around one fourth of the country’s
exports and over 70% of all textile exports.

COTTON AREA
Area under cotton cultivation at 9.3 million hect-
ares during 1998/99 (October-September) was
the highest recorded so far. During 1999/00,
planted area was lower at 8.6 million hectares,
representing a decline of 6.9 percent compared
to 1998/99. Barring fluctuations in 1994/95 and
1999/00, cotton acreage in the country has re-
mained more or less stabilized at around 9 mil-
lion hectares during the last 4-5 years, only ex-
ceeding this figure in the year 1998/99. About

40% of the total area is under irrigation, while
the remaining 60% is rainfed.

STATEWISE COTTON
PRODUCTION AND YIELD

Cotton production recorded during 1999/00 has
been lower compared to 1998/99. Thus, actual
cotton production achieved during 1999/00 has
been 2.65 million MT (equivalent to 15.60 mil-
lion bales of 170 kg each) showing a decline of
5.5 percent vis-a-vis 1998/99. However, cotton
yield estimated at 302 kg per hectare during
1998/99 marginally increased to 307 kg per hect-
are during 1999/00 due to better productivity.
The reasons for the decline in cotton production
during 1999/00 have been adverse climatic con-
ditions resulting in a steep fall in production in
the western zone state of Gujarat (the highest
cotton producing state in 1998/99) and the south-
ern zone state of Andhra Pradesh, coupled with
pest attacks and attack of the American boll-
worm in some areas. The state-wise production
figures of cotton for the 1999/00 season are
shown in Table 1 together with figures for the
previous two years, i.e. 1997/98 and 1998/99.

COTTON PRODUCTION
AND AVAILABILITY

Production
Production of cotton in India is spread over three
zones, i.e., the northern zone comprising the
states of Punjab, Haryana and Rajasthan, the

central zone comprising Maharashtra, Madhya
Pradesh and Gujarat, and the southern zone com-
prising Andhra Pradesh, Karnataka and Tamil
Nadu. These nine major cotton producing states
account for almost 99% of cotton production in
the country. The share of the northern zone in
the total production of cotton in the country,
which was around 25% in the past, has dropped
to about 21% in recent years, while that of the
central zone, which was between 45% to 50%
in the past, constitutes about 54% now. There is
no significant change in the share of the south-
ern zone, which continues to account for about
24% of the total production.

Availability in 1999/00
Production of cotton during 1999/00 (October-
September) has been lower at 2.65 million MT
(15.60 million bales) due to the factors men-
tioned earlier. However, with the record carry-
over stocks of 0.62 million metric tons (3.65
million bales) from the previous year and sub-
stantially higher imports of 0.33 million MT
(1.90 million bales), the total availability of cot-
ton during 1999/00 despite lower cotton produc-
tion in 1999/00 was higher at 3.60 million MT
(21.15 million bales of 170 kg each) as com-
pared to 3.45 million MT (20.29 million bales
of 170 kg each)) in 1998/99.

CONSUMPTION OF COTTON
Mill consumption of cotton (both organized and
small-scale spinning units) was also estimated

to be higher at 2.80 million MT
(16.50 million bales) in 1999/
00 compared to 2.58 million
MT (15.18 million bales) dur-
ing 1998/99, an increase of
8.7%.

Non-mill consumption of cot-
ton in 1999/00 is estimated
lower at 0.19 million MT (1.10
million bales) compared to 0.23
million MT (1.36 million bales)
in 1998/99. However, the total
consumption of cotton during
1999/00 has been estimated at
2.92 million MT (17.15 million
bales) as against 2.81 million
MT (16.54 million bales) in
1998/99, i.e. an increase of 3.9
percent.

COTTON EXPORTS

1999/00 Season
Exports of cotton from India are
allowed according to the long-
term export policy of the gov-
ernment of India. The main ob-
jective of the policy is to strike
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a balance between the interests of cotton grow-
ers on the one hand and the domestic textile mill
industry, and the decentralized handloom and
powerloom sectors on the other. Another aim of
the country’s cotton export policy is to ensure
India’s continued presence in the international
market. Due to the disparity in domestic and in-
ternational prices, exports of cotton were not
viable resulting in negligible exports during
1999/00 (October-September), viz. 0.02 million
MT (0.10 million bales).

COTTON IMPORTS
Cotton imports are currently under the Open
General License and hence, no license is re-
quired. However, cotton imports are subject to
a nominal customs duty of 5.5%. Thus, the tex-
tile mills in the country are at liberty to import
unlimited quantities of cotton of any variety and
from any country of their choice. Of late, there
has been a perceptible increase in cotton imports
to India particularly from CIS countries, Aus-
tralia and West Africa. Cotton imports during
1999/00 (October-September) have been esti-
mated to be considerably higher at 0.33 million
MT (1.90 million bales), compared to 0.13 mil-
lion MT (0.79 million bales) during 1998/99.
The specific reasons for higher cotton imports
during the last 2-3 years are lower international
prices compared to domestic prices and short-
age of specific quality/staple groups.

The actual amounts of cotton exports and im-
ports during the last three years are given in Table
2.

PRICE TREND IN 1999/00
Ever since the start of the cotton season 1999/
00 (October-September), the prevailing prices
both for raw cotton as well as for lint cotton for
most of the varieties had been ruling lower com-
pared to the previous year, except for extra-long
staple varieties. The market sentiment also re-
mained largely bearish till December 1999.
However, due to price improvement in the inter-
national market since January 2000, there was a
remarkable increase in the price of cotton from
the end of January 2000 onwards, particularly
in the north. The upward trend in prices contin-
ued in many other varieties as well. The month-
wise lint prices of selected varieties are given in
Table 3.

The wholesale price index for raw cotton, which
was 369.1 in September 1998, stood at 342.3 in
September 1999.

IMPROVEMENT OF QUALITY,
PRODUCTIVITY AND PROCESSING

Stepts by Government of India
Despite the increase in cotton production and
productivity in the country in the past few years,
average productivity still has remained low com-
pared to world average and to the leading cotton
producing countries like the USA and China.
Having realized that there is considerable scope
in all the cotton growing states to increase cot-
ton production and productivity, the government
has taken various steps in the past to improve

the overall quality stan-
dards of Indian cottons in
terms of micronaire value
and strength, productivity,
and processing with the
least contamination. The
steps taken in the past have
included launching of the
intensive cotton develop-
ment program (ICDP),
adopting new and im-
proved farm production

technology, pest management techniques, intro-
ducing cotton development and research pro-
grams, transfer of technology and moderniza-
tion/upgradation of the ginning and pressing fac-
tories for improvement in cotton processing.

Technology Mission on Cotton
The most ambitious step recently taken by the
government is the launching of the Technology
Mission on Cotton (TMC) in February 2000,
with four mini missions in order to bring cotton
research, development including technology
transfer, marketing, and processing under one
fold. A total amount of Rs. 593 crores
(US$129.36 million) has been allocated for the
four mini missions, for the first three years of
the Ninth Five-Year Plan. The objectives of the
four mini missions, in brief, are as follows:

Mini Mission-I
With the Indian Council of Agricultural Research
(ICAR) (Ministry of Agriculture) as the nodal
agency, this mission would deal with research
for the development of varieties to meet the needs
of the textile industry, the development of inte-
grated water and nutrient management practices,
and the development of IPM technology to im-
prove yield and reduce cost of production to
ensure better return to cotton growers.
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Mini Mission-II
With the Ministry of Agriculture’s Department
of Agriculture and Cooperation as the nodal
agency, this mission will have the objective of
technology transfer, supply of certified seeds,
accelerating IPM activities and providing ad-
equate and timely inputs to farmers.

Mini Mission-III
The nodal agency for this mini mission is the
Ministry of Textiles. The objective will be im-
provement in market infrastructure by way of
activating the existing market yards and setting
up new markets in different cotton growing states
to ensure improved services and a remunerative
price to producers. Based on deliberations with
state governments, markets have already been
identified for improvement/activation and also
for setting up new market yards.

Mini Mission-IV
The Ministry of Textiles is the nodal agency for
this mini mission also, while the implementing
agency is the Cotton Corporation of India. The
objective will be improvement in seedcotton
processing through modernization and
upgradation of existing ginning and pressing
units. Ideal ginning machines and accessories,
together with improved infrastructure needed in
ginning and pressing factories to be modernized
and upgraded, have been identified. Progress has
been made in the implementation of the objec-
tives of this mini mission.

With the launching of the Technology Mission
on Cotton, most of the cotton developmental
activities and research programs mentioned ear-
lier would henceforth come under the purview
of Mini Missions I and II, as the basic objec-
tives of these two missions will be the promo-
tion of cotton production, productivity and qual-
ity through research and transfer of technology.
Similarly, issues related to cotton marketing and

processing would be addressed under Mini Mis-
sions III and IV.

DEVELOPMENTAL ACTIVITIES/
EXTENSION PROGRAM

In addition to the government efforts mentioned
above, the Cotton Corporation of India has been
undertaking various development programs and
extension activities to supplement the efforts of
the Ministry of Agriculture and state govern-
ments to increase production, productivity and
quality of cotton.

The Corporation’s developmental activities have
been the following:

• Village Adoption Program on the principle
of the “One Variety One Village” concept
for the benefit of cotton growers.

• Distribution and supply of quality inputs like
seeds, fertilizers, genuine pesticides, etc., to
cotton growers on subsidized basis.

• Cotton crop surveillance and organized field
trading in association with state departments
of agriculture and state agricultural univer-
sities.

• Promotion of cotton cultivation in non-tra-
ditional areas such as the states of Orissa,
rice fallow tracts in West Bengal in Eastern
India, rice fallows in Tamil Nadu in South
India, and the Jammu Division of Jammu
and Kashmir states in the North.

Considering the fact that the promotion of cot-
ton development in the country can only be
achieved through the coordinated efforts of all
concerned, other agencies like the East India
Cotton Association (EICA) and the Indian Cot-
ton Mills Federation (ICMF) are also actively
involved in promoting cotton research and de-

velopment by extending their coverage in dif-
ferent states.

FUTURES TRADING
The government of India, aware of the needs of
ginners, cotton merchants and the textile indus-
try, revived the cotton “Futures Trading” in De-
cember 1998 and nominated The East India
Cotton Association (EICA), Mumbai, a recog-
nized premier cotton trade association, as the
agency for conducting futures trading operations
in cotton on an all-India basis. “Futures Trad-
ing” operations initially made a slow start but
gained momentum from October 1999 due to
the persistent efforts of the Hedge Contract Com-
mittee of EICA. However, there is still scope
for enlarging the participation base and efforts
toward this end are continuing.

COTTON OUTLOOK FOR 2000/01

With good monsoon and favorable climatic con-
ditions, the cotton crop prospects for 2000/01
(October-September) appear to be good. Accord-
ing to present indications, during the year 2000/
01, area under cotton cultivation is likely to in-
crease by about 15% in the north, comprising
the states of Punjab, Haryana and Rajasthan. In
the central zone states of Gujarat, Maharashtra
and Madhya Pradesh also area is likely to in-
crease. Area is also likely to increase in the south-
ern zone state of Andhra Pradesh. Overall, area
under cotton cultivation during 1999/00 is ex-
pected to be higher by about 5% compared to
the previous year. Cotton sowings have been
completed in all the cotton growing states.
Though it is difficult to project cotton produc-
tion figures for 2000/01 at this early stage, con-
sidering the good monsoon and other favorable
factors, the country’s crop size during the next
year, i.e. 2000/01, is expected to be higher than
1999/00.

I R A N
Cotton is an important fiber and an edible oil
crop in the field of agricultural production for
the national economy of Iran, and is grown in
15 provinces out of the 29 provinces of the coun-
try.

The most productive areas of Iran are located
predominately in the northern provinces of
Golestan, Khorasan, Mazandaran and Ardabil,
where about 74% of the total cotton area is suited
for cotton cultivation. The rest of the land allo-
cated for cotton lies mostly in the provinces of
Fars, Tehran, Esphahan, Gom, Semnan,
Markazy, Kermanshah, East Azerbaijan, Gazvin
and Yazd.

In order to protect its worldwide reputation and
development, Iranian cotton has been under strict

government control and supervision at all stages
through the General Department of Cotton and
Oil seeds (GDCOS) affiliated to the Ministry of
Agriculture.

ACREAGE AND PRODUCTION

During 1999/00, the area cultivated under cot-
ton was 215,000 hectares, an increase of about
10,000 hectares from the 1998/99 season. Ac-
cording to the latest reports, data show that pro-
duction amounted to 144,500 tons, an increase
of 5,000 tons compared to last season’s produc-
tion.

The main reasons for the production increase
are the following:

• Farmers used high quality delinted seeds.

• Farmers increased mechanization at farms.

• Most farmers used registered planting seeds.

• The population of insects such as thrips was
under control in most regions as a result of
extension guidance.

• Farmers sold their production at higher
prices than last season.

• There was good weather during harvesting
time.

• The marketing of cotton was better than last
year.



COUNTRY REPORTS                                                                                                                                                                77

• Cotton prices were higher compared to
prices of competing crops such as rice, soy-
beans and some other summer planting
crops.

• Cotton planting started under favorable
weather conditions in most growing areas
of the country such as Golestan, Khorasan,
Parsabad and Fars, thus, cotton yields in-
creased about 8.9% in 1999/00.

According to the latest reports on the current
season, we estimate that cotton was planted on
about 260,000 ha, 45,000 ha more than 1999/
00, although production will remain the same.

The population of insects (thrips, aphids) in most
farms at the beginning of the season was high
and some cotton crops were damaged but, at
present, this problem is under control. Hot
weather and rains in middle season caused some
damage in the north, especially to dry cotton
farming (Table 1).

VARIETIES

A large-scale program for the improvement of
cottonseed is being carried out in Iran by the
Cotton Research Institute in cooperation with
GDCOS. In this field, new varieties known as
Sahel, Varamin, Bakhtegan and Mehr are being
developed.

The recommended seed rate for undelinted seed
is 40 kg/ha but farmers usually use 50 kg/ha.
The highest seed rate used in Khorasan and Fars
may reach 80 kg/ha. Until recently, all the seed
supplied was fuzzy but now GDCOS has four
acid-delinting plants and delinted seed is being
offered to farmers at a price 65% higher than
undelinted seed.

INSECT CONTROL

Insects are not a serious problem in Iran. The
average number of sprays ranges from 4-5 per
season. Consequently, the use of effective pest
control is of utmost importance for the protec-
tion of the cotton crop. Every year, a winter ag-
riculture campaign and a summer pesticide cam-
paign are carried out by the Plant Protection
Organization of Iran.

DISEASE CONTROL

Verticillium wilt and Rhizoctonia solani damp-
ing off affect cotton production in Iran. Delinted
seed is treated with Vitavax and PCNB against
damping off. Verticillium wilt is severe in Iran
and no variety can be successfully grown on a
commercial scale unless it has a fair degree of
resistance to the disease.

COTTON STANDARDIZATION

Iranian cotton is now considered one of the
highly desirable cottons. In every cotton gin there
is a special room for cotton classification, where
experts control quality and grade bales. A cer-
tificate is then issued showing grade, staple-
length, variety and date of ginning.

Iranian cotton standards are very close to uni-
versal standards.

COTTON CONSUMPTION

Iran’s textile industry is cotton oriented. Domes-
tic cotton consumption in the last five years is
shown in Table 2.

NEW PROGRAM

A program called Stability Trials has been started
to focus efforts on yield improvement. Cotton
areas have been categorized into various yield
potential groups and plans are to improve yields
in each category by meeting the needs of farm-
ers more precisely. Lending facilities and price
incentives have also been provided. About
46,000 ha were grown under stability trials dur-
ing 1997, and 49,000 ha in 1999 (Table 3).

Under the Stability Trials program, all farmers
receive the highest quality delinted seed and farm
mechanization facilities, in addition to techni-
cal advice suitable for the different categories.

Table 1
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J A PA N
GENERAL SITUATION OF THE

JAPANESE ECONOMY
Although the Japanese economy is not yet out
of the severe situation, activities continue to
improve moderately. While the influence of vari-
ous policy measures and of the Asian economic
recovery has diminished a little, there are move-
ments—mainly in the firms sector—gradually
growing towards autonomous recovery.

Personal consumption remains broadly flat while
the decrease in income is coming to an end. In-
vestment in machinery and equipment contin-
ues its upward trend, with investment plans in
manufacturing being revised upwards. The level
of public works is lower than the one seen a year
ago. Exports, especially those to Asia, have been
rising modestly despite a slowdown in exports
to the United States and Europe.

Industrial production continues to rise steadily.

Although the employment situation remains se-
vere with the unemployment ratio staying at a
high level, there have been improvements such
as the continued increase in overtime and in job
offers.

Corporate profits continue to improve markedly.
Corporate confidence has further improved as a
whole, although it remains at a low level in some
sectors. On the other hand, the number of busi-
ness failures has been somewhat high, with gross
debt of failed firms rising.

The main thrust of the economic and fiscal policy
of the Japanese government has been to sustain
the domestic economy in order to establish an
autonomous recovery path and to make bold re-
forms in the economic structure for the 21st cen-
tury.

JAPANESE SPINNING
INDUSTRY IN 1999

Number of Spindles
Due to the long recession, personal consump-
tion in 1999 went from worrisome to stagnant,
and even the Japanese spinning industry was
severely affected by it. The number of cotton
spindles installed in Japan continuously de-
creased to 3.38 million at the end of 1999, an
8% decrease compared with the previous year.

As the Japanese spinning industry is obliged to
carry out further structural adjustments due to
the reduced domestic demand of cotton prod-
ucts and a rapid increase of imported goods, re-
duction in the scale of spindles is expected to
continue for the time being.

Supply and Demand of Cotton Products
On the supply side, the production of spun yarns
in 1999 decreased by about 1% to 171,000 tons,
and the production of cotton-made goods de-

creased by 18% to 770 million square meters.

Imports of cotton yarn, cotton-made goods, and
cotton-piece goods showed an increase by 4%,
15%, and 15%, respectively. Particularly imports
of cotton-piece goods were larger than the ones
recorded in previous years.

On the other hand, with regard to domestic de-
mand of cotton products in 1999, personal con-
sumption suffered from low-income growth and
a high rate of unemployment. Therefore, on the
whole, clothing expenses per household in 1999
showed a decrease of 2.5%, which meant eight
consecutive years of negative growth. Clothing



COUNTRY REPORTS                                                                                                                                                                79

sales by large-scale retailers were also down
3.5% from the previous year, caused by lower
demand and lower sale prices.

Regarding exports of cotton yarn, cotton-made
goods and cotton-piece goods, there was an in-
crease from the previous year caused by the in-
crease of processing abroad due to the prefer-
ence of lower prices in the domestic market, in
addition to an increase in demand for Japanese
products by the recovering Asian economies.

As a result of the aforementioned situation re-
garding supply and demand, stocks of cotton
products were reduced to 118,000 tons, a 6.4%
decrease from the previous period in 1998.

RAW COTTON IMPORTS AND
CONSUMPTION IN JAPAN

Raw Cotton Imports

As a reflection of the continued scaling down in
the domestic spinning industry, imports of raw
cotton in 1999 decreased from 303 to 268,000
tons, down 11.5%.

Looking at raw cotton imports to Japan by coun-
try of origin, imports from Australia, which had
been second only to the U.S., showed an increase
of 13.6% to 130,000 tons, making it the largest
exporter to Japan. On the other hand, imports
from the United States, the second largest ex-
porter to Japan, showed a broad decrease of
38.4% to 87,000 tons. This was caused by the
fact that exports of U.S. raw cotton suffered from
a shortage of fine quality material due to un-
usual weather patterns and the weakening of
price competitiveness, while exports of Austra-
lian raw cotton increased largely because of fine
quality resulting from a good harvest and a rela-
tive price advantage. As a result, Australia’s
share in total Japanese imports increased from
38% to 49%, while the United States’ share in
total cotton imports decreased from 47% to 33%.

With regard to extra-long staple cotton, imports
from Egypt in 1999 were 4,000 tons, a 30% de-
crease from the previous year due to the increas-
ing competitiveness of other cotton producers
such as American Pima and Chinese Xinjiang,
in addition to a lower demand of extra-long
staple cotton for high quality cotton products.

Raw Cotton Consumption

Raw cotton consumption in 1999 declined by
9% to 273,000 tons, compared with 300,000 tons
the previous year.

Raw cotton stocks at the end of 1999 were
53,000 tons, a decrease of 9% from 58,000 tons
at the end of 1998.

CONSUMPTION OF RAW
MATERIALS IN THE JAPANESE

SPINNING INDUSTRY

With regard to consumption of raw materials in
the spinning industry in 1999, total consump-
tion—the aggregation of raw cotton, cotton
waste, rayon staple fiber, synthetic fiber, and
reused wool—decreased by 6% to 390,000 tons.

On the other hand, the proportion of material in
overall consumption changed: total consumption
of cotton increased to 53.5%, rayon decreased
to 8.1%, and synthetic fiber decreased to 34.4%
from the previous year.

OUTLOOK OF COTTON
CONSUMPTION AND IMPORTS

Although production adjustments based on the
restructuring program of the Japanese spinning
industry are expected to continue in the year
2000, Japan’s cotton consumption is supposed
to increase slightly because of an increase in the
percentage of equipment in operation. Addition-
ally, there is speculation that a production in-
crease in coarse counts yarn will contribute to
greater domestic consumption.

Accordingly, consumption of raw cotton in 2000
is expected to show a further increase of 3% to
280,000 tons from the previous year, and im-
ports of cotton in 2000 will increase by about
4% to 279,000 tons.
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R E P U B L I C  O F  K O R E A
In 1999, the Korean economy achieved surpris-
ing macroeconomic results including a real
growth figure of over 10%, below 1% inflation
rate and a huge current account surplus of $26
billion.

Boosted by rising exports and strong domestic
demand, Korea’s gross domestic product (GDP)
rose 10.7% year-on-year in 1999, signaling the
economy’s recovery from the previous year’s
severe recession.

Brisk shipments of semiconductors, computers
and chemicals pushed the nation’s exports of
goods up 19% in 1999, compared with a 15.9%
gain the previous year.

Private consumption jumped 10.3% last year,
compared with a fall of 11.4% a year earlier.
This was attributed to a rise in consumer spend-
ing on durable goods such as cars, mobile
phones, personal computers and electronic
goods.

The unemployment rate was lowered to 6.3%
from 6.8% in the preceding year and the annual
average exchange rate was also stabilized sig-
nificantly.

The foreign currency reserve jumped to US$74
billion at the end of 1999, up 53% from US$48
billion in 1998. Korea is now clear from the
threat of sovereign default due to a lack of li-
quidity in foreign currency.

However, considering that last year’s impres-
sive GDP gain was partly a reflection of the nega-
tive growth rate in 1998, Korea must continue
to improve the efficiency of its economic sys-
tem.

The number of spindles at the end of 1999 was
2,200,184, a 3.1% decrease from 1998. The fig-
ure for looms was 2,469, a 21.8% decrease from
the previous year. The continued scrapping of
old facilities accounted for this decline.

The annual average operating ratio of spindles
and looms in 1999 went up to 88.3% and 76.6%
respectively (81.8% and 47.5% in 1998).

The number of production workers at the end of
1999 was 15,242, a 2.2% increase from the pre-
vious year.

Reflecting the economic recovery in Korea, spun
yarn production increased 10.5% to 275,594 tons
in 1999, restored to the pre-crisis level (1997:
269,996 tons, 1998: 249,459 tons). Production
of cotton fabrics went up to 262 million SM, a
24.8% increase from 1998, but a little lower than
the 1997 figure of 283 million SM.

The volume of cotton imports in 1999 was
330,373 tons, a 9.2% increase from the previ-
ous year, while its value declined 7.4% to
US$483 million because of stable cotton prices.
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The value of short staple yarn exports decreased
5.0% to US$288 million while the figure for
fabric increased 14.3% to US$3,303 million.

The value of short staple yarn and fabric im-
ports increased 67.7% and 37.0% to US$825
million and 704 million.

It is expected that the economy will keep ex-
panding this year, although its growth rate is
likely to slow to 7%. The current account sur-
plus is also anticipated to be reduced to $12 bil-
lion. However, this does not seem to imply that
the Korean economy is about to enter a reces-
sion, rather it needs to be seen as an adjustment
phase.

Since the financial crisis, Korea has managed
to stimulate and revive the demand level, which
had become depressed during the crisis. Now
that a certain level of demand has been satis-
fied, the Korean economy needs to undergo the
current adjustment phase. If the second stage
restructuring of the financial sector ends suc-
cessfully, the economy is expected to return to a
growth path.

The Korean cotton textile industry is also expe-
riencing a slowdown this year. Spun yarn pro-
duction in the first quarter of 2000 increased
3.7% compared with the same period of the pre-
ceding year, but its stocks went up 32.8% in May
because exports of cotton yarn decreased 13.5%
in value, while imports of cotton yarn drasti-
cally increased 50.2%. This trend is expected to
continue in the second half of this year.

PA K I S TA N

INTRODUCTION
Cotton is the most important cash crop in Paki-
stan. It covers about 14% of the total crop area.
It contributes 58-60% in foreign exchange earn-
ings and provides raw material to 1,200 ginning
factories and about 500 textile mills. It also ac-
counts for 80% domestic edible oil production.
There are more than 5,000 oil expelling units. It
also provides employment to about 35% of the
labor force.

Cotton production in Pakistan has been incon-
sistent since 1992/93 mainly because of the in-
cidence of the cotton leaf curl virus, caused by
Helicoverpa armigera, Earias species and white-
fly. In 2000/01, cotton production is expected at
around 10.4 million 170 kg-bales as estimated
by the Cotton Crop Assessment Committee of
the Ministry of Agriculture.

In view of the significance of this crop to the
national economy, the government is laying great
emphasis on increasing its quality and quantity
with the adoption of improved cotton produc-
tion technology. Pakistan has been able to bring
about substantial improvements in the cotton
production pattern. The per-hectare productiv-
ity and quality of cotton has improved over re-
cent years. The cotton leaf curl virus, which has

threatened the crop from 1992 onwards, has been
controlled through the evolution of resistant va-
rieties. There has been good progress on the de-
velopment of long staple varieties of 32 mm and
above.

REVIEW OF THE COTTON
SITUATION

Area
In 2000/01, the production target for cotton was
fixed at 10 million bales to be achieved from an
area of 2.9 million hectares. The province-wise
break up of area, production and yield targets is
given in Table 1.

According to the first estimate for 2000/01, the
area under cotton was placed at 2.9571 million

hectares as against the target of 2.932 million
hectares, showing an increase of 1% over the
target.

According to the Crop Report Service of the
provincial governments, the area under differ-
ent varieties in Punjab and Sindh during 2000/
01 is shown in Table 2.

Production
According to the Crop Assessment Committee
of the Ministry of Food, Agriculture and Live-
stock, the expected production of cotton will be
around 10.4 million bales as assessed on 15th
October 2000. The late attack of whitefly has
considerably damaged the crop, otherwise pro-
duction would have been much higher.

It is too early to fix the target of production for
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2001/02. However, it is expected that the same
2000/01 target will be maintained.

Inputs

Seed
The public seed corporations and private seed
companies provided about 60% of the total seed
requirements. The rest of the seed was either
provided by neighboring farmers or kept by the
farmers themselves. Many ginning factories also
provided seed of good germination to farmers.

Fertilizers
The fertilizer off-take was normal. Farmers ap-
plied phosphatic fertilizer at the time of sowing
and nitrogen in split doses. However, the mes-
sage was that nitrogenous fertilizer application
had to be completed by mid August to avoid late
maturity and pest attacks late in the season.

Irrigation
Pakistan has a network of canal irrigation regu-
lated by the Irrigation Department with a close
liaison to the Agricultural Department. Water
was available throughout the cotton season. In
many areas, canal irrigation was supplemented
with tubewell water.

Pesticides
About 10,000 metric tons, all inclusive, of dif-
ferent pesticides belonging to the groups of pyre-
throids, organophosphates and new chemistry
were available in the country. There was no
shortage of pesticides. However, the application
of pesticides is still a problem due to defective
machinery.

Agricultural Credit
Agricultural credits were provided by the Agri-
cultural Development Bank of Pakistan and co-
operative banks. There was no problem in the
availability of agricultural credit.

Weather
The weather was quite favorable for the cotton

crop this year. It has been mainly dry and hot.
The weather data is given in Fig. 1.

Pest Infestation
Earias vittella was the key pest throughout the
cotton season because of favorable weather. Due
to excessive use of pyrethroids to control Earias
species and pink bollworm, whitefly flared up
during September and October, resulting in the
early termination of the cotton crop. Helicoverpa
armigera was present but at a very low inten-
sity.

Cotton Diseases
The cotton leaf curl virus remained the major
disease. Due to resistant varieties, the disease
has been controlled but some farmers are still
planting susceptible varieties. Due to low inocu-
lum, the cotton leaf curl virus has been restricted
to small areas. The cotton boll rot is still preva-
lent and doing considerable damage.

Consumption
Cotton consumption during 2000/01 was ex-
pected at around 9.2 million 170 kg-bales. Due
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to the installation of new spindles, consumption
in the country has increased.

Prices
The government has allowed the free export and
import of cotton. Therefore, domestic prices
depend on the international market. Due to low
prices during 1999/00, the government guaran-
teed farmers a minimum support price of Rs.
725 per maund (37.5 kg) of lint in 2000/01. The
Trading Corporation of Pakistan (TCP) under
the Ministry of Commerce is responsible for
implementing the minimum support price. How-
ever, due to the higher price prevailing in the
market, the government’s price intervention is
limited.

Domestic Prices
Prices of seedcotton and lint in the domestic
market during 2000/01, compared with the 1998
and 1999 seasons, are given in Table 4/Fig. 2
and Table 5/Fig. 3, respectively.

Grading
The government of Pakistan introduced a cot-
ton grading and classing system during 2000/
01. As a beginning, 100 ginning factories have
been marked for graded cotton, which will also
be contamination free. The Karachi Cotton As-
sociation has already accepted the grading
mechanism and rates are announced based on
cotton grades. Rates of cotton based on grades
announced by the Karachi Cotton Association
are given in Appendix I.

Textile Industry
The textile industry plays a pivotal role in the
value-added sector of the economy and repre-
sents almost 1/5 of all large-scale manufactur-
ing. It posses great potential for export. The data
regarding the textile industry’s installed capac-
ity is given in Table 3.

Cotton Export Policy
With the conclusion of the Uruguay Round of
GATT and the emergence of the World Trade
Organization (WTO), it has become increasingly
important to make agricultural trade free. In line
with this, the government of Pakistan’s policy

at present is “Free Exports and Free Imports”
on zero-rated basis without restrictions of quan-
tity, quality and price.

Registered exports of raw cotton during 1999/
00 were 573,688 bales. In addition, about
130,655 bales have been exported during the
year 2000 both from the old and new crop. Dur-
ing 1998/99, Pakistan imported 963,525 bales
of 217.7 kg. each. In 1999/00, imports were
387,415 bales. So far, Pakistan has imported
more than 40,000 bales during 2000/01.

Cotton Comparative Economics
Cotton is the major summer crop and faces com-
petition from rice, sugarcane and maize. Since
sugarcane is an annual crop, its competitive eco-
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nomics is considered against cotton in combi-
nation with wheat and sunflower. It involves the
estimation of various indicators like total cost,
cash inputs, gross returns, gross margin, net re-
turns and output-input ratio, gross return per unit
of irrigation water, per day crop duration, etc.
An analysis showing gross financial return per
unit of purchased input, water, per day of the
crop duration, and output and input ratios is
given in Table 6.

Research and Development
Agricultural research on cotton at the federal
level is primarily the responsibility of the Paki-

stan Central Cotton Committee (PCCC),
whereas on provincial and regional levels the
provincial agricultural departments, atomic en-
ergy agricultural research centers, and agricul-
tural universities also conduct research. The
PCCC is the nucleus for orderly planning and
pursuit of the programs. In several cases, it pro-
vides technical and financial assistance to pro-
vincial governments. As an apex research orga-
nization, the PCCC is responsible for monitor-
ing programs and coordinating scientific re-
search in all disciplines.

In order to identify research efforts through
multidisciplinary/integrated approach, the

PCCC has established research institutes at
Multan in Punjab and at Sakrand in Sindh. In
addition, the Punjab Agriculture Department and
the PCCC have also set up cotton research sta-
tions throughout the cotton growing areas to
undertake research on cotton breeding and ag-
ronomic assessment. Last year, the PCCC
opened a new research station at Usta
Muhammad in Baluchistan to expand cotton
production in this province. In addition, the Cot-
ton Research Station at Mirpur Khas has been
given one item agenda: to breed cotton varieties
with a staple length of 32 mm and above.

The main objectives of the research program on
cotton in the country are as follows:

• Evolution of new varieties

• Cotton production technology

• Integrated pest management

• Nutritional requirement of the cotton plant

• Development of genetic engineering and bio-
technology

• Transfer of technology

• Identification of constraints to cotton pro-
duction and their solutions

Goals
Keeping in mind the future demand of lint, the
government of Punjab has fixed the research
objectives as follows:

• Medium size cotton plant having open
canopy and medium to short internodal
length.

• Genotypes with inbuilt genetic resistance
against insect pests and diseases and wider
adaptability to the environment.

• Early maturing and heat tolerant varieties
that can fit very well in cotton-wheat-cot-
ton rotation.

• Varieties with big boll size and fluffy open-
ing for easy hand-picking.

Regarding fiber quality characters:

• Long staple cottons are likely to expand with
a shift in yarn production towards finer
blended counts. Hence, long staple variet-
ies are the need of the day (1-1/8" to 1-5/
16" staple).

• Since the textile industry has switched from
8,000 RPM to 18,000 RPM in past years,
they require varieties with higher fiber
strength. Hence, strength of 0.1 million lbs.
per square inch and over should be the goal.

• Introduction of barbadense-hirsutum hybrids
leading to still longer staple varieties should
be introduced.

• The following minimum standards of fiber
characters have been fixed keeping in view
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APTMA requirements:

� Staple length = Not less than 27 mm
� G.O.T. = Not less than 35%
� Micronaire = Not more than 4.8
� Strength = Not less than 95,000 lbs.

psi
� Uniformity ratio = Not less than 46%
� Fiber maturity = Not less than 79%

Marketing and Economics Research
The marketing and economic research on cot-
ton and cotton products is conducted by the
Marketing and Economic Research Section of
Pakistan Central Cotton Committee. The sec-
tion undertakes economic research, marketing
investigations and other studies relating to pro-
duction, consumption and export of cotton and
its by-products. It also assesses the cotton situa-
tion and keeps a watchful eye on ginning opera-
tions, movement of cotton during the season,
market prices, consumption, exports and stock
position. In addition, the section brings out regu-
larly the following four periodicals.

�Monthly Cotton Review

�Monthly World Cotton Markets
Review

�Weekly Cotton Market News

�Cotistics (Bi-annual Cotton
Statistical Bulletin)

Technological Research
Technological research is the main function en-
trusted to the Pakistan Institute of Cotton Re-
search and Technology of the Pakistan Central
Cotton Committee at Karachi. The Institute is
not only helping cotton breeders in evaluating
their strains and varieties, from developmental,
screening, till the final state of approval, but also
in respect of their spinning potential. The Insti-
tute is also helping the cotton trade and industry
by providing test house facilities at nominal rates
and issuing a certificate, recognized all over the
world in the textile field. The Quality Survey
Section of the Institute is continuously render-
ing great services to the textile trade and indus-
try, growers and textile planners by providing
comprehensive data on fiber characteristics and
spinning performance of commercial varieties
grown at various locations in Pakistan. The re-
sults are published each year in the shape of a
report titled “Quality Survey of Pakistan Cot-
ton” and distributed among the members of the
cotton community. Fiber characteristics of cot-
ton varieties as established by respective breed-
ers are given in Appendix II.

Cotton Standardization/Grading Program
For the qualitative improvement of Pakistan
cotton, the government has introduced standard-
ization, both for seedcotton and lint, to bring it
at par with internationally accepted standards.
For this purpose, the government sought assis-
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tance from the Asian Development Bank and
UNDP/FAO in 1987 for setting up an indepen-
dent institute at the national level. Accordingly,
the Pakistan Cotton Standards Institute has now
been set up on a permanent footing by the gov-
ernment of Pakistan to introduce a cotton stan-
dardization system based on the visual grading
of seedcotton and the instrumental evaluation
of resulting lint. The following achievements
were made during the past few years:

• Standards and grades for seedcotton and lint
were developed and approved by the gov-
ernment in November 1990 and Cabinet
approved to implement these standards in
1996/97. Lint cotton standards developed by
the Institute were adopted by the Liverpool
Cotton Association in July 1991.

• Premium and discount rates were determined
for various grades of seedcotton and lint.

• The Institute has succeeded in designing the
color chart for Pakistan cotton.

• Over 200 persons have been trained to serve
the Institute and implement the cotton stan-
dardization and grading program.

• Cotton classing rooms and fiber testing labo-
ratories have been established and equipped
with modern and sophisticated equipment.

It is also worth mentioning here that the cotton-
grading system is not intended to be applied only
to exportable surplus, but also to the quantum
used by the domestic textile industry. The ob-
jective is to ensure supply of cleaner and uni-
form lint cotton for spinning a certain count of
yarn with good results and better prices.

Improving Quality and Marketing

A number of cotton producing countries are us-
ing mechanical pickers and fetch higher prices
for their output in the international market com-
pared to Pakistan. Pakistan’s cotton is hand-
picked and it ought to be superior and should
fetch a higher price as it contains less foreign
matter. Due to the movement of seedcotton from
field to market and middlemen, rather than to
the ginning factory, it is contaminated during
this processes of transportation and storage. The
government of Pakistan has launched a special
program in 100 cotton-ginning factories to pro-
duce contamination free quality cotton. The ag-
riculture extension departments are also train-
ing farmers to pick clean and store at proper
places to avoid contamination from non-lint
materials. The program will be expanded to all
the ginning factories in the next five years.

Ginning

To produce high quality cotton lint, the existing
ginning methods and equipment need improve-
ment. In the ginning industry, poor quality lo-
cally manufactured saw-gins are commonly
used. Poor ginning practices and equipment
cause loss in staple length. This is mainly due to
lack of pre-ginning cleaners and lint cleaning
machinery at most of the ginning factories. For
improving ginning quality, the government of
Pakistan has decided to establish a ginning re-
search institute at Multan to help ginners im-
prove their ginning processes and train the man-
power in the country.

APPENDIX II

CONCLUSION
Comparative efficiency of cotton production in
Pakistan is already high enough. It is fetching
resources wherever possible from other crops
such as rice, sugarcane, maize and even from
wheat. However, there is still sufficient scope
to increase absolute advantage in its cultivation.
The main areas for improvement are discussed
below.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Improved Seed
The government of Pakistan encourages the
private sector to produce quality/certified
seed. At present more than 200 private seed
companies have been registered, which are
producing seed that is certified by the Fed-
eral Seed Certification and Registration De-
partment. The private sector is catering 60%
of the total requirements of seed. Seed acid
delinting and treatment with fungicide/insec-
ticide is encouraging. It is hoped that ulti-
mately 100% seed requirement will be made
by these companies.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Evolution of CLCV Resistant Varieties
The cotton leaf curl virus (CLCV) has caused
serious damage to the cotton crop in the last
few years. No chemical or other control mea-
sures against this disease are known except
the cultivation of resistant varieties. Leaf curl
susceptible varieties are being eliminated and
resistant varieties are being developed and
promoted. During 2000/01 about 70% of the
cotton area in Punjab and 40% of the area in
Sindh will be covered by leaf curl virus resis-
tant varieties.
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PA R A G U AY
C O T T O N  P R O D U C T I O N  A N D  O U T L O O K

INTRODUCTION
Cotton is a traditional item of unique economic
and social significance in the different spheres
of Paraguay’s productive activities. According
to the 1990/91 Agricultural Census, cotton was
planted predominantly by small farmers in
189,554 units, i.e., in 63% of the 299,259 exist-
ing farms in the country, thus becoming the main
source of income of the majority of farmers with
fewer resources in the sector. Cotton is now
among the main items generating foreign ex-
change for the country, and is also satisfying the
demand of the domestic textile industry. On the
other hand, cottonseed is used for planting and
for oil extraction and its byproducts are being
used locally in the preparation of balanced feed,
while the surplus is exported mainly to Euro-
pean markets.

AREA, PRODUCTION AND YIELD
In 1999/00, cotton was planted on 194,170 hect-
ares that produced 244,477 tons, representing
an average yield of 1,550 kg/ha. These figures
represent increases of 32.5% of cultivated area,
39.0% of total production and 29.5% per hect-
are yield, compared to 1998/99.

The expected planting of 300,000 hectares in
the present 2000/01 season will represent an in-
crease of 54.04% in cultivated area with respect
to the 1999/00 harvest. This expansion is the
result of the interest generated among farmers,
due to the following factors:

• Last harvest’s favorable raw cotton prices
and the perspective of a price improvement
for next season.

• The high relative yield obtained last season.

• Losses caused in other income and subsis-
tence crops due to frost last winter.

• Incentives granted to farmers by the gov-
ernment (selected and treated seed, boll wee-
vil killing tube and cotton bags for harvest).

• Government credits for cotton cultivation
and harvesting.

PRODUCTION TECHNOLOGY
Although both in the public and private sectors
it is felt that there is ample margin for an in-
crease in planted area, the priority criteria pre-
vailing at present is the need to improve pro-
duction technology with the purpose of increas-
ing productivity in order to compensate for the
rise in production costs due to the presence of
the Mexican boll weevil in the main cotton grow-
ing region of the country, and to improve com-
petitiveness of the fiber in foreign markets.

In accordance with the stated priority criteria,

certain actions are being developed in order to
offer cotton growers the technical assistance and
credit support necessary for the application of
improved technologies to increase productivity.
Therefore, emphasis is being placed on those
practices that make it possible to increase yield
without increasing the expenses related to the
crop, such as those detailed below:

• Adequate and timely selection and prepara-
tion of the soil.

• Use of superior quality seeds, treated with
fungicides of different action (protection and
systemic), and a systemic insecticide with
long residual power to obviate crop asper-
sions for the control of early pests, in order
to protect beneficial fauna.

• Simultaneous planting within a limited pe-
riod in each area (district, colony, company
or street) to spare the crop from the intense
attack of the boll weevil.

• Increase the density of the crop in order to
increase the yield per hectare.

• Integrated management of weeds and pests.

With the adoption of these practices, yield per
hectare can be increased by 670 kilograms, mak-
ing it possible to reach 60% of the genetic pro-
duction potential of the varieties presently be-
ing planted in the country.

VARIETIES
Among the varieties planted in the 2000/01 sea-
son, Inta Guazuncho II is covering 34.66% of
the total planted area; Codetec 401, 33.33%; Ian
338, 24.66%; Reba P-279, 3.66%; Pora Inta,
3.33%; and Reba P-288, 0.36% of the area.

Among the varieties mentioned before, Inta
Guazuncho II, similar to Reba P-279 and Pora
Inta regarding easy harvest and security, sur-
passes them in earliness, yield and ginning
outturn; but is inferior to Reba P-279 with re-
spect to fiber retention capacity under adverse
conditions and fiber tenacity. Codetec 401 is
slightly better than Ian 338 regarding yield po-
tential, earliness and fiber tenacity, but inferior
regarding ginning outturn, length, uniformity and
fineness. Reba P-288 is comparable to Reba P-
279 regarding productivity and pest resistance,
but it is more demanding concerning soil fertil-
ity; and surpasses it in earliness, ginning outturn
and quality (uniformity, tenacity, fineness and
ripeness).

It must be pointed out that there are intentions
to reduce even more the number of varieties
planted in the country for 2001/02, deciding in
favor of Codetec 401, Ian 338 and Reba P-288.

SEED
Up until 1992, the Ministry of Agriculture and
Livestock (MAG) was the only entity respon-
sible for the promotion, gathering and distribu-
tion of seed of the varieties selected and pro-
duced in the country.
The method employed involved the application
of international standards to our seed, which
include the following categories: Mother, Foun-
dation, Registered, and Certified or Supervised
of Reba B-50 varieties, replaced by Reba P-279
and Reba PL-288. Every year, the equivalent of
25% of superior quality seed was included as
part of the planting seed, and 75% corresponded
to common seed.
The adopted method satisfied the minimum re-
quirements when only Reba P-288 in the West-
ern Region and Reba P-279 in the Eastern Re-
gion were planted. However, in 1992/93 these
circumstances changed with the importation of
North American seed varieties of the Delta Pine
group, which were planted in other areas. Be-
cause the foreign varieties showed a high sensi-
tivity to blue pest, from 1994 through 1999 the
following Argentine varieties were imported:
Inta, Guazuncho II and Pora Inta. In 1997 and
1998 seed of the Argentine variety Chaco 520
was imported and planted.
Since 1998 increasing quantities of national seed
are being secured for planting, corresponding
to the variety Ian 338. In the last two years there
was a considerable increase in the use of na-
tional seed and the imported Brazilian variety
named Coodetec 401.
Seed treated with fungicides and insecticides by
MAG for the 2000/01 planting season amounts
to 309,800 bags of 22 kg. each, a quantity that
includes 184,857 bags of seed produced in the
country and 124,943 bags of imported seed. Of
those produced locally, 73,286 bags correspond
to Coodetec 401; 74,120 bags to IAN 338;
20,700 bags to Inta Guazuncho II; and 13,120
bags to Pora Inta.
According to the preceding data it may be in-
ferred that 59% of planting in the present cotton
season corresponds to the more productive va-
rieties with outstanding technological fiber char-
acteristics (Coodetec 401 and Ian 338). Further-
more, the prevailing expectation in the different
sectors interested in textile production is that the
2001/02 agricultural period may have sufficient
seed of such varieties for planting. Thus, it is
expected that the local textile industry may re-
cover the prestige it formerly enjoyed.

BOLL WEEVIL CONTROL
In 1983 the presence of the Mexican boll weevil
was reported in the southern part of South
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America, specifically in Campinas, Brazil.

In view of the spread of this damaging pest in
Brazil and its imminent presence in Paraguay,
in 1990 MAG created the Commission to Coor-
dinate the Campaign for the Phytosanitary Con-
trol of Cotton (Resolution No. 513/90).

In 1991, the boll weevil was detected in Saltos
del Guairá, Paraguay. At present, it is found in
most of the Eastern Region, and has caused con-
siderable economic damage, seriously affecting
late plantings’ yields.

Before and after the presence of the boll weevil
in Paraguay, the Commission has carried out the
following actions:

• Analysis of available information at inter-
national level on bio-ecology, damage and
control of the boll weevil.

• Identification of host plants that grow spon-
taneously in local woods and meadows, a
factor that made us discard the possibility
of its eradication in Paraguay.

• Monitoring the pest’s dissemination by the
installation and maintenance of a network
of pheromone traps.

• Local seminars, meetings and the sponsor-
ship of tours, visits and participation in tech-
nical meetings abroad, for the training of re-
searchers, extension workers and farmer
leaders, in aspects related to the importance,
biology, etiology and control of the boll
weevil, especially with respect to integrated
pest management (IPM).

• Training given to cotton growers on aspects
connected with the application of the IPM
strategy by individual methods (visits to
farms), groups (demonstrations of methods
and results) and massive dissemination (bul-
letins, press, radio and television).

• Field investigation on the effectiveness of
insecticides to control the boll weevil as well
as other late pests; the speed of annual dis-
persion (100 km/year); its biological cycle
in our medium (about 22 days, that could be
accelerated with high humidity); natural
control agents (a hymenopteran of the
Braconidae family and a dipteran of the
Tachinidae family have been found to exert
good control by parasiting larva at the end
of the crop cycle); the phenology of the al-
ternate lodgers of the pest, in order to learn
the survival incidence and the role of the
woods as a refuge between seasons.

With the purpose of performing investigations
in controlled conditions to obtain precise and
reliable information to become the basis of the
fight against the boll weevil, MAG ordered the
creation of the Laboratory of Entomology inau-
gurated on September 1996, using resources
generated by Loan PG-P8 granted by the gov-
ernment of Japan.

In 1995/96, MAG begun to execute the Project
for the Integrated Management of the Cotton
Boll Weevil in Argentina, Brazil and Paraguay
(CFC-ICAC 104) that made it possible to carry
out studies on the dynamics of population, biol-
ogy, alternating lodging plants, surveys of para-
sites and predators, and other investigations
whose results were presented at different inter-
national meetings of specialists on the subject.

In addition, MAG begun a series of investiga-
tions that demonstrated the convenience of us-
ing the boll weevil killing tube (TMP) as an in-
dispensable component in the integrated man-
agement of the pest within the framework of the
present strategy for domestic cotton production,
comprising the following measures:

• Destruction of stubble
Helps to control pests
  attacking the base of the plant:
  (stem driller, borer or twister)
Attacking exclusively the fruit-producing
organs
  (boll weevil, pink bollworm)
Attacking the apical part and the fruit-
producing organs
  (brown or shorn weevil)
Helps to reduce the proliferation of pests
the following season
Limits the number of required foliar
sprayings
Reduces the risks of intoxication
Contributes to protect beneficial fauna

• Use of seed treated with systemic
insecticide with long residual power
Prevents the need for early sprayings to
control sucking insects
Reduces the number and cost of foliar
insecticide treatments
Contributes to protect beneficial fauna
Reduces the risks of intoxication

• Planting concentrated by colony, district
or department
Makes it possible to avoid the intense
attack of the pest during harvest

• Installation of the boll weevil killing tube,
immediately after planting and after
harvest
Contributes to limit the level of incidence
of the boll weevil the following season
Limits the number of required foliar
sprayings
Reduces the risks of intoxication
Contributes to protect beneficial fauna

INSTALLED GINNING CAPACITY
Paraguay has a total of 45 cotton gins installed
in the country, with a total output capacity of
1,044,000 tons per year (337 tons/hour x 20
hours x 5 months).

Of those 45 gins, only 26 operated during the
last cotton season. Among them, Oro Cui S.A.
worked with seven gins; InaGrisa with four gins;

ABG with three gins; Florentin e Hijo and
Manufactura de Pilar, with two gins, and the rest
with only one.

All the companies indicated above made up an
output capacity of 613,000 tons, or 60% of avail-
able total. However, these facilities ginned only
245,000 tons of raw cotton, equivalent to 40%
of the total processing volume available this
time.

This situation exerts an influence on the fixed
costs of the operating ginning companies and
restricts the price they are able to pay farmers
for their raw cotton.

FIBER QUALITY AND YIELD
The potential yield of ginned fiber from the prin-
cipal cultivated varieties produced in the coun-
try oscillates between 39% and 41%.

In our medium, the deficient handling of raw
cotton harvested by hand and stored in inad-
equate conditions and for an excessively long
period of time by small producers has been the
main cause of the limited ginning yield of the
fiber and its contamination with foreign matter.
Thus, through its technical dependencies and
with the support of the ginning companies, MAG
is carrying out a campaign leading to the ad-
equate orientation of farmers with respect to
harvesting, drying and storage of the product, in
order to preserve its cleanness and intrinsic char-
acteristics.

Activities developed the last five years have in-
cluded the following actions: the preparation,
printing and distribution of information mate-
rial (flyers, triptyches and posters) on methods
to preserve cleanness and avoid the deteriora-
tion of raw cotton; the adoption of new quality
standards for the reception of the product at the
gins; the preparation of the new official stan-
dards for cotton, the organization of meetings
of producers and middlemen; the dissemination
of messages through the media, and others.

At the same time, training is provided annually
to inspectors who control the reception of raw
cotton at the gins, whose work is supervised and
supported by a technical team ad hoc.

As a result of these actions, yield of ginned fi-
ber at 32.01% in 1994/95 was surpassed, reach-
ing 34.53% in 1995/966, 34.37% in 1996/97,
33.90 % in 1997/98, 35.09% in 1998/99 and
34.35% in 1999/00.

Currently, there are plans to improve the han-
dling of the product, from harvesting up to its
delivery at the gins, including the distribution
cost-free of five cotton-harvesting bags per hect-
are, in order to control contamination and pre-
serve the intrinsic quality of the product.

IMPORTANCE AND DESTINATION
OF EXPORTS

Cotton has a prominent participation in the
country’s foreign trade. It must be pointed out
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that in 1990, coinciding with the greater vol-
ume of national cotton production, the quantity
and value of exports were 231,676 tons and
US$332,908.000 respectively, the largest figures
in our statistics of cotton exports. However, in
1999 exports were only 56,802 tons, one of the
smallest in the last three years. This decline was
caused by the combined action of several fac-
tors: adverse climatic conditions, epiphytic out-
break of the blue pest, attack of the boll weevil,
poor quality of planted seed and financial diffi-
culties of ginning companies that promote the
cultivation and collection of the product. Our
intention is to reverse this trend through the de-
velopment of a production strategy to increase
the supply of a product of superior intrinsic qual-
ity and free from contamination of foreign mat-
ter.

Paraguayan cotton is being exported to several
countries in South America, Europe and Asia,
especially to Brazil, which in 1999 purchased
89% of the bales destined to the foreign market.
However, with the expansion of the Brazilian
cotton production, the marketing of a greater
volume of our fiber to other markets may have
to be explored.

PRODUCTION OF YARN
AND TEXTILES

It is appropriate to state here the concern pre-
vailing in our country regarding the incorpora-
tion of a greater added value to the cotton pro-
duced for export. It must be pointed out that
operating spinning and weaving mills are con-
suming about 10,000 tons of fiber per year,

equivalent to 10% to 15% only of last season’s
production.

Undoubtedly, the quantity of locally used cot-
ton will increase in the next years with the es-
tablishment of new textile industrial complexes
that represent one of the most attractive invest-
ments Paraguay offers to national and foreign
capital. In turn, the development of this activity
at a national level may constitute a valuable con-
tribution for the expansion and consolidation in
our medium of the ready-to-wear clothes indus-
try, which in turn is an important source of la-
bor, mostly for women, especially in the more
densely populated urban centers.

In view of the investment potential in the textile
field in the next years, the government contin-
ues to support and give advise to cotton produc-
ers in order to insure the increase and improve-
ment of the crop to satisfy both domestic and
foreign demand.

COTTONSEED FOR PLANTING AND
RAW MATERIAL

Seed that comes from cotton seedbeds is used
exclusively for planting, while the one obtained
from general cultivation is used as industrial raw
material for the extraction of oil. This oil is des-
tined mostly to satisfy an important portion of
the local culinary demand of the general popu-
lation. Also, part of the oil produced annually is
assigned to the foreign market. In fact, in 1991,
coinciding with one of the last years of greatest
cotton production in the country, the export of
cotton oil reached a volume of 10,751 tons with

a total value of US$3,204,000. Marked fluctua-
tions have taken place the following years, both
in the quantity and value of this product’s ex-
ports, in line with the variations in cotton pro-
duction. Thus, we have that in 1998 only 50 tons
were exported with a total value of US$27,150,
while in 1999 exports increased to 500 tons
worth US$288,500.

In four of the last five years, Brazil has been the
only importer of Paraguayan cottonseed oil.

Byproducts of the Oil Extraction and
Refining Industry

Among the byproducts derived from the cotton-
seed oil extraction industry, expeller is one of
the main ones. A portion of this material obtained
from seed pressing, which is rich in carbohy-
drates and aminoacids, is directly used in the
formulation of concentrates for animal feed
(poultry, hogs and cattle). The rest is put through
an additional process of residual oil extraction
to transform it to flour and pellets, also used as
a source of protein in the preparation of animal
rations.

Unquestionably, there is an increasing local de-
mand for the mentioned byproducts in the ris-
ing poultry, hog and cattle fattening industries.
Furthermore, these byproducts are very appre-
ciated in the countries of the European Com-
mon Market for the preparation of rations mostly
for milk-producing animals. This explains why
the overall volume and value of expeller, flour
and pellet exports takes second place among
cotton derived products.

C A M A R A  A L G O D O N E R A  D E L  PA R A G U AY  ( C A D E L PA )

Paraguay is now definitely moving toward a
sustained recovery of cotton acreage, after sev-
eral years of uncertainty about its future and a
substantial reduction in its planted area. This
comeback began in 1999 and is now being con-
solidated, with a concrete planting intention for
2000/01 of 300,000 hectares, as compared to
only 195,000 the previous season, and 166,000
in 1998/99.

Furthermore, the rebound of the international
cotton prices, which began in January 2000, plus
the forecasts for this tendency to continue for
prime quality cotton as a result of the current
world supply/demand scenario, and firm oil
prices, are certainly inducing farmers to return
to cotton.

This trend is expected to last, as it is supported
by an abundant over-supply of labor, available
land, upcountry technical production knowledge
and appropriate seed availability.

Last but not least, not only producers but also
the government have realized that, even during
the period of lower prices, cotton is one of the

very few agricultural commodities that provides
farmers with a steady prompt cash income.

The last six-years’ statistical figures shown in
the table reflect this situation.

Ten years ago, during the 1990/91 crop, Para-
guay was planting 560,000 hectares, and only
two years later, in the 1992/93 season, the area
was down to 235,000 hectares.

The reduction in area was mainly a consequence

of a political transition period, which had nega-
tive effects over farmers’ decision-making and
judgement.

The current increase of the cotton area is a re-
sult of both, reasonable farm yields and income
for producers in the last two years, but also of
the joint efforts and cooperation between the
government of Paraguay and the Paraguayan
Cotton Chamber (CADELPA).

Cotton Statistics

Crop Hectares Cotton Prod. Farm Yield Lint Output
Year Planted MT Kg/Ha MT

1995/96 320,000 329,000 1,028 114,000

1996/97 111,000 139,000 1,257 47,000

1997/98 202,000 221,000 1,092 76,000

1998/99 166,000 182,000 1,094 63,000

1999/00 195,000 245,000 1,253 85,000

2000/01 300,000 375,000 1,250 *130,000

* estimate
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There is a clear-cut political will to do it, to
implement it, and to achieve results.

For that purpose, the Ministry of Agriculture is
acquiring cottonseed (mainly to assert that ap-
propriate and good quality seed is planted), cot-
ton bags for picking, and boll weevil attract and
control tubes (BWACT), and distributing them
to farmers, while various government financial
institutions and CADELPA shall assist farmers
with financing up until harvest.

The growth in planted area is expected to con-
tinue in the coming years, with the objective of
reaching 450,000 hectares in the near future.
Cotton is extremely important for the Para-
guayan economy and while everybody agrees
that the country needs to diversify its agricul-
tural production, this should be complementary
to cotton production and not in substitution.
There are still more than enough idle ginning
facilities in the country to process the seedcotton,
hence ginning capacity should not be a limit to
growth.

Local consumption has been stable for years,

between 10 to 12 thousand tons, therefore the
vast majority of the cotton is headed for export
to the world market.

Depending obviously on weather conditions
during growing and harvesting time, Paraguay
produces an average grade of middling cotton,
even running staple, of 1-3/32" or better, com-
bined with ideal prime mike, with good resis-
tance, absence of sugar or stickiness, and proven
reliability in supply and performance, which has
helped to make it a prime product in the world’s
high-quality textile mixtures during its hey-days.

Cotton in Paraguay is grown on small farms and
is over 90% handpicked, thus, the fiber shows
very few neps and seedcoat fragments. Spinning
characteristics are very satisfactory and tradi-
tionally premiums have been paid for the Para-
guayan origin. In several South American coun-
tries, Paraguayan cotton successfully competes
with cotton from West Africa, mainly Togo/
Benin.

Locally developed seed varieties based on re-
cent genetic trials, and thus agronomically bet-

ter adapted to the Paraguayan soil and environ-
ment, are now in use. Cottonseed multiplication
programs, conducted by the Ministry of Agri-
culture in close team work and joint effort with
the French Mission (CIRAD-CA ex IRCT), con-
tinue firm and strong and shall provide even more
homogeneous lint cotton characteristics for the
years to come.

The intensive government campaign to control
and eradicate contamination does not only con-
tinue, but has been recently intensified all over
the country. The main source of contamination
shall be eliminated once the government, in ad-
dition to all the other measures implemented,
has distributed to farmers 100% cotton bags free
of charge to be used for picking.

All in all, Paraguay is headed for an export sur-
plus of 120,000 tons of lint for the 2000/01 cam-
paign, and is definitely expected to be present
again in the world market as of 2001 and in the
years to come, quoting and offering regularly
Paraguayan cotton to international merchants
and the textile industry.

P H I L I P P I N E S
B A S I C  I N F O R M AT I O N  A B O U T  T H E  P H I L I P P I N E  C O T T O N  I N D U S T R Y

The Philippines lies just off the Southeastern
portion of the Asian continent in an almost north
to south orientation extending over thirteen de-
grees in the tropics, from about 4.7°N to 21.5°N
and 117°E to 127°E. It has a total land area of
about 300,000 square kilometers.

Climate
The climate of the Philippines is tropical and
generally hot and humid conditions prevail at
all times of the year. The temperature in the cul-
tivated lowlands averages 27°C (81°F) which is
close to the assumed maximum of 30°C. The
daily and seasonal fluctuations are not signifi-
cant due to nearness to the sea that causes aver-
age humidity of around 80%.

The climate is largely influenced by typhoons
and tropical depressions, which produce the
country’s characteristic weather pattern. There
are four types of climate adopted and character-
ized based on the wet and dry season.

Only climates Type 1 and 3 with a marked dry
season of at least 3 to 4 months and a tempera-
ture above 18°C for each month are suitable for
cotton cultivation. These climates exist on the
entire western and northwestern coastal areas
of Luzon, Western Mindanao, western areas of
Panay and Negros and parts of Northern and
Southern Mindanao.

Rainfall
The annual average rainfall of an area depends

Climatic Map of the Philippines



COUNTRY REPORTS                                                                                                                                                               91

on its geographical position. Rainfall is associ-
ated with major air movements originating in
the Indian Ocean (SW monsoon), the Asian land-
mass (NE monsoon), the South, and Northern
Pacific. Local mountain barriers also play con-
siderable part in the amount of rainfall.

Northern Luzon (Ilocos area) averages a very
wet 1,800 mm during May to September, when
only rice can be grown; a moderate 140 mm in
October; and only 90 mm for the 7-month pe-
riod from November to April.

North East Luzon (Cagayan Valley) has a more
moderate 850 mm during May to September, a
very wet 700 mm in October to November, and
a wet 100 mm in February to April. Only areas
in a rain shadow of the North Eastern Moun-
tains would be free from this wet Northeast mon-
soon effect.

Central Luzon, especially Tarlac, has a favor-
able 1,400 mm of rains from May to September,
although in some years it is much drier; a mod-
erate 200 mm in October to November; and a
steady dry period with only 50 mm during De-
cember to March.

Iloilo and Negros Occidental is very wet in May
to September with an average of 1,253 and 1,719
mm; 397 and 546 mm in October to November
with still adequate rainfall in December of 95
and 119 mm; and dry in February to April with
less than 50 mm/month.

Palawan and Southern Mindanao appear also
suitable for cotton. They are wet from May to
December and dry from February to April.

Soils
Most lowland soils in the Philippines are sedi-
mentary and level. They vary widely from loamy
fine sands to very heavy clays, with either little
or much organic matter. Consequently, they also
differ in depth, permeability, water holding ca-
pacity and availability of plant minerals, espe-
cially nitrogen and phosphates.

Broadly, there are two groups of soils: the clay
loam soils more indicated for lowland rice cul-
ture and the sandy loam soils with better drain-
age and more suitable to cotton growing typical
in the uplands.

The physical and chemical properties of major
cotton growing areas are as follows:

Northern Luzon
pH of 6.1 to 6.9; OM (%) 1.4 to 2.4; P content
of 6 to 20 ppm; K content of 105 to 235 ppm;
and soil texture of sandy clay loam to clay.

Central Luzon
pH of 5.6 to 6.9; OM (%) of 1.2 to 2.6; P con-
tent of 6 to 27 ppm; K content of 11 to 132 ppm;
and soil texture of sandy loam to silty clay.

Cotabato
pH of 6.1 to 6.4; OM (%) of 2.2 to 7.9; P con-
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tent of 21 to 25 ppm; K content of 105 to 139
ppm and soil texture of generally sandy loam.

Available Area Suitable
to Cotton Growing

There is a large tract of land available and suit-
able for cotton growing to fit cotton in the exist-
ing rice- and corn-based cropping systems.
About 130,000 hectares were identified suitable
for cotton growing in the country with defined
cropping patterns.

Modest Production Technology in Place
Research in cotton production and post harvest
technologies has generated substantial local data
and information to create the recommended cot-
ton production technology extended and made
available to growers. Religiously followed, the
production technology could give seedcotton
yields of as high as 3.5 MT/ha (1,330 kg/ha lint)
in irrigated conditions in Luzon, and 2.0 MT/ha
(760 kg lint/ha) under tainted conditions in
Visayas and Mindanao.

The major components of the technology are:

• Varieties developed locally and well adapted
under prevailing growing conditions, with
resistance to common sucking insects espe-
cially to leafhopper Empoesca bigutulla, and
with fiber properties acceptable by the tex-
tile mills (Table 1).

• Integrated Pest Management (IPM) with va-
rietal resistance to the leafhopper as the cor-
nerstone; use of biological control agents
like trichogramma for the common boll-
worm; trap crops (tobacco and tomato for
bollworms and okra for flower weevils); pest
surveillance and insecticide sprays based on
threshold levels.

• Location-specific features as regards to crop
establishment, dates of planting, plant spac-
ing and density, fertilizer rates, irrigation and
cropping systems.

Available Manpower
Highly trained technical research personnel in
cotton from the defunct Cotton Research and
Development Institute (CRDI) now carried over
to the Cotton Development Administration
(CODA). Table 2 shows their specific field of
specialization and degrees earned.

Government and private technicians trained on
the recommended cotton production technology
are available and could become more effective
with the proper motivation and incentive scheme.

Additionally, a good number of consistent grow-
ers have acquired the necessary expertise, skills
and knowledge in successful cotton production.

Well-developed Infrastructure
Modest research facilities located at the Cotton
Research and Development Institute in Batac,
Ilocos Norte, which include the fiber laboratory,

soil and plant nutrition, pathology, entomology,
trichogramma and bio-organic fertilizer micro-
bial inocula laboratories; crop breeding, ento-
mology and pathology screenhouses; training
facilities and 10-hectare experimental stations.
Moreover, regional stations in San Fabian,
Pangasinan, Sta. Barbara, Iloilo and Polomolok,
South Cotabato, have ample research facilities

and equipment to carry out applied and devel-
opmental research.

Research facilities of state colleges and univer-
sities (SCUs), the Institute of Plant Breeding and
the Institute of Biotechnology and Applied Mi-
crobiology at the University of the Philippines
at Los Baños (IPB/BIOTECH, UPLB), the De-
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partment of Agriculture (DA) and the Depart-
ment of Science and Technology (DOST) are
also available to support cotton research and
development efforts.

Post-harvest and processing facilities both by
the government and private sectors are in place
ranging from small inefficient ginning and bal-

ing facilities to more modern ones with com-
bined ginning capacity of about 30,000 MT of
lint and area requirements of about 50,000 hect-
ares.

In addition, road, transportation facilities, com-
munication, financing institutions, and input
source/market are well developed in most of the
cotton growing areas.

Government Program
As a demonstration of the government’s contin-
ued support to develop the local cotton industry,
the Cotton Development Administration
(CODA) was signed into law recently. A national
program called Gintong Ani for High Value
Crops-Cotton was launched to promote aggres-
sively cotton growing in the country. The goal
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is to enable farmers to earn additional income
by growing cotton as a cash crop to make the
country self-sufficient in medium cotton and
save foreign exchange.

The main features of the Gintong Ani Program
are the following:

• To make available to cotton growers the rec-
ommended production technology— such as
certified seeds of improved cotton varieties,
efficient and adequate irrigation, and crop
protection with integrated pest management
as the foundation—that will improve
seedcotton yields.

• To assist in organizing farmer groups into
functional units to achieve efficiency in the
delivery of basic services like extension,
monitoring and supervision of input distri-
bution, seedcotton collection and purchas-
ing.

• To provide training to government and pri-
vate technicians and farmers on the recom-
mended cotton production technology.
Trained technicians will be tapped in pro-
viding extension services to farmers, and in
conducting aggressive promotion and infor-
mation campaigns about the program and
the cotton industry.

• To provide farmers with ready and easy ac-
cess to credit from government financing in-
stitutions like the Quedan and Rural Credit
Corporation (QUEDANCOR), Land Bank
of the Philippines and cooperative banks.

• To implement aggressive R&D to further
fine-tune the technology for location-spe-
cific management and adaptation of up-
stream research to enhance the potential
yields of the technology. The overall objec-
tive is production efficiency and
sustainability.

Cost of Production

At farm level the cost of producing a kg. of
seedcotton is about P10.00/kg. (US$0.25/kg)
with production costs of about P20,000.00/ha
(US$500/ha) under irrigated conditions and
about P15,000.00/ha (US$375/ha) under rainfed
conditions (Table 3). The material inputs con-
stitute about 30 to 37% while labor costs ac-
count for another 63% to 70%.

At the prevailing seedcotton price of P20.00/kg,
a farmer’s income would range from
P20,000.00/ha under irrigated conditions and
P15,000.00/ha under rainfed conditions. These
incomes are better than the ones generated by
corn’s open pollinated variety (OPV)
(P10,760.00/ha), hybrid corn (HYV)
(P15,530.00), rice (P13,600.00), peanut
(P15,000.00) and mungbean (P13,530.00/ha).
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P O L A N D
M A R K E T  S I T U AT I O N

The first ten months of 2000 should be regarded
as profitable for the Polish cotton processing
industry as well as for cotton trading compa-
nies. Such situation is certainly being influenced
by the general condition of the world economy,
particularly by favorable events taking place on
the world cotton market.

The aftermath of the economic and financial
crises that had been affecting various parts of
the world disappeared last year. Thanks to its
low prices (average Cotlook A Index: 53 cents/
lb. in 1999/00, about 61 cents/lb. in 2000/01)
cotton has been able to compete successfully
with man-made fibers. This fact allowed for a
considerable increase in world cotton consump-
tion.

The problems encountered by the Polish cotton
industry are the same as those experienced by
the cotton sectors of member countries of the
European Union. In spite of such conditions, an
increase in cotton consumption in Poland may
be observed this year.

On the basis of data received from the Polish
cotton mills and trading companies, the Gdynia
Cotton Association (GCA) estimates in 15% the
increase in the amount of raw cotton processed
by this industry, when compared to last year’s.

Lately, the structure of the Polish cotton market
has been changing slowly. Cotton trade has been
privatized 100%, whereas the largest portion of
the cotton processing industry still is under
privatization and firms transformed to joint-
stock companies owned by the Treasury have
been incorporated into the National Investment
Funds noted on the Warsaw Stock Exchange.

The private sector share in production of cotton
yarn and fabrics has not changed and it is at the
15% level in 2000.

Thirty mills deal with cotton processing in Po-
land and fifteen of them consume close to 85%
of cotton.

In ten years, the amount of cotton processed in
Poland has not changed either. Current origins
of cotton imports to Poland are pictured on the
graph.

Uzbek cotton is still prevailing on the Polish
market, retaining its share at 65%–70% of total
consumption. The quality of the processed cot-
ton usually falls within Strict Middling-Middling
1-3/32" (according to the USDA standardiza-
tion).

On October 24, 2000, the government of the
Republic of Poland adopted the document en-
titled “Strategy for the Light Industry for the
Years 2000-05,” issued by the Ministry of
Economy. The survey recommends activities
which should be undertaken and addressed by

the industry, trade unions, employers’ organiza-
tions and central state offices whose aim is to
warrant the increase of competitiveness of do-
mestic industry products on world markets and
the improvement of the functioning of the light
industry. These steps mainly pertain to increase
of productivity and exports, technical, techno-
logical and organizational restructuring, and to
perfecting the management of enterprises. De-
spite its horizontal character, the solutions con-
tained in the adopted document can also guide
the cotton industry, which constitutes a consid-
erable percentage of the light industry in Poland.

GDYNIA COTTON ASSOCIATION
(GCA)

Similarly to previous years, the GCA continues
to carry out information and educational activi-
ties.

GCA organizes meetings and seminars where
industry and trade representatives can comple-

ment their knowledge and get better acquainted
with arbitration rules and clauses. This seems
to be particularly important for the rules of sanc-
tity of contracts and fair trade propagated by the
Gdynia Cotton Association, concordant with
CICCA standards.

GCA also organizes international cotton classi-
fication courses.

This year the Association continues licensing the
usage of the GCA Cotton Emblem on products
matching the requirements of the rules, among
which the most important is the 100% cotton
content in a product. This is regarded to be the
best way of ensuring the high quality of Polish
cotton products and their promotion, which
should result in a rise of cotton consumption on
the Polish market. Also this year, the GCA has
started significant work aiming at the promo-
tion of the Cotton Emblem in the media and
Internet.
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S O U T H  A F R I C A
EXECUTIVE SUMMARY

Production of cotton lint by the Republic of
South Africa (RSA) and Swaziland ginners to-
taled 53,144 tons for the 1999/00 marketing year
(1 April to 31 March), up 25% from that of the
previous year, whilst cotton lint consumption by
RSA and Swaziland spinning mills increased by
about 8% over that of the previous year, to
75,058 tons. Exports amounted to 6,139 tons,
45% less than the record exports of 11,113 tons
of the previous season.

For the 2000/01 marketing year, production of
cotton lint by RSA and Swaziland ginners is
expected to be only about 28,000 tons, 47%
down from the previous season, mainly due to
the low international prices that prevailed dur-
ing planting time towards the end of 1999. Cot-
ton lint consumption is expected to fall back
again to levels of two years ago of about 70,000
tons, whilst more than 50% of spinners’ cotton
requirements will have to be imported. Exports
are expected to be not more than 1,300 tons.

Looking ahead towards production prospects for
the 2001/02 marketing season, early indications
are that production could return to levels of the
previous two seasons because of the much-im-
proved international price scenario.

A free trade agreement between countries within
the Southern African Development Community
(SADC) has recently come into place and South
Africa is committed to phase out its tariff on
cotton in equal installments in five years. The
R1.60/kg duty has already been scaled down to
R1.20/kg and is expected to be further reduced
to R0.90/kg next year with regard to imports
from SADC countries.

On 6 January 1998 the Cotton Board terminated
its functions and all assets were transferred to
the Cotton Trust, to be used for the benefit of
the whole industry. A new statutory levy is ap-
plicable to finance the research, information,
promotion and grading functions of Cotton SA,
a non-profit seeking company founded by role-
players after the demise of the Cotton Board.
Cotton SA is not in any way involved in the
marketing of cotton, which is traded on free
market principles.

As far as the local textile sector is concerned,
turnover for the first six months of 2000 was
13% higher than the corresponding period in
1999. Although the total value of textile exports
increased by 4.5% for the first quarter of 2000
compared to the same period in 1999, total im-
ports over this period compared to the previous
year increased by 25%.

Table 1 shows the hectares planted and yields
since 1990 whilst Table 2 reflects the supply and
demand position as well as estimated average
lint prices since 1990.

OVERVIEW:
1999/00 MARKETING YEAR

Production
Production of cotton lint by RSA and Swaziland
ginners totaled 53,144 tons for the 1999/00 mar-
keting year (1 April to 31 March), up 25% from
that of the previous year.

The RSA-produced cotton crop showed an in-
crease of about 29% over that of the previous
season, mainly due to a 54% increase in irriga-
tion hectares.

About 83% of the cotton lint production of
53,144 tons was produced by local ginners from
cotton grown in the RSA, whilst approximately
10% of the production was produced from cot-
ton grown in Swaziland. The balance of about
7% represents Zimbabwe, Botswana and
Namibia cotton ginned in the RSA.

Consumption and Trade
For the 1999/00 marketing year, cotton lint con-
sumption by RSA and Swaziland spinning mills
increased by about 8% over that of the previous

year, to 75,058 tons, but was still 10% less than
the 1997/98 record consumption of 83,610 tons.
The market share of cotton in the RSA textile
fiber market for 1999 is estimated at 28.4%, a
slight increase of 1.4 percentage points over the
previous season.

Spinning mills imported 29,185 tons of cotton
lint, 23% down from the previous season. Zim-
babwe and Zambia are still the main suppliers,
accounting for about 73% of total imports. The
average domestic lint price is estimated at R8.20/
kg, which was almost 1.2% higher than the pre-
vious year’s average.

Exports of cotton lint in 1999/00 amounted to
6,139 tons, 45% less than the record exports of
11,113 tons of the previous season.

OUTLOOK:
2000/01 MARKETING YEAR

Production
Production of cotton lint by RSA and Swaziland
ginners for the 2000/01 marketing year is ex-
pected to be about 28,000 tons, 47% down from
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the previous season. Approximately 23,000 tons
are estimated to come from RSA-produced seed
cotton, a 48% decrease over the previous year’s
figure. The balance of about 5,000 tons relates
to expected seed cotton purchases from neigh-
boring countries, 3,000 tons being from
Swaziland.

Total hectares planted to cotton were 48% lower
than those planted the previous year (66% less
has under irrigation), mainly due to the low in-
ternational prices during planting time towards
the end of 1999. The favorable climatic condi-
tions that prevailed in all production areas for
most of the growing season were responsible for
an increase in both irrigation and dryland yields
of 13% and 41% over those of the previous sea-
son.

As far as the development of the small-scale
cotton farming sector is concerned, the objec-
tive of the cotton industry is to derive 30% of
the domestic cotton production from this sector
by the year 2005. More than 70,000 hectares of
state-owned land have been identified for future
cotton development for small-scale farming. The
current area of land under small-scale farming
is about 12,000 hectares, which represents about
17% of the potential land that could be utilized
for cotton. This would mean that about 24,000
additional tons could be produced by small-scale
farmers on state-owned land, which would go
far in alleviating the annual production short-
age.

Cotton has proved itself to be an ideal crop for
the small-scale farmer. Zimbabwe, where 80%
of the crop is derived from small-scale farming,
is testimony to this. Another reason why it is
well suited as a crop for the emerging farmer is
that it is highly suited for marginal agricultural
areas as it has a fairly high resistance to drought.
Furthermore, the fact that it is a non-perishable
and labor intensive product also means more job
creation on farm level. Handpicked cotton is
sought after and usually fetches a premium price
on the market.

Looking ahead towards production prospects for
the 2001/02 marketing season, early indications
are that production could return to the levels of
the previous two seasons because of the much-
improved international price scenario.

Consumption and Trade
For the 2000/01 marketing year, expectations
are that cotton lint consumption, which recov-
ered somewhat during the previous season, will
again fall back to levels of two years ago of about
70,000 tons. As it has been the case in many
previous years, more than 50% of spinners’ cot-
ton requirements will be imported during the
current marketing year.

To protect the local cotton industry against sub-
sidized low priced lint imports, a duty on the
importation of cotton lint of R1.60/kg has been
in force since 1992. However, due to the fact

that the RSA is currently not in a position to
satisfy the demand for cotton from domestic
production, a rebate of 100% of the duty is al-
lowed on cotton lint imports by way of a permit
system administered by the Department of Ag-
riculture. A free trade agreement between coun-
tries within the Southern African Development
Community (SADC) is in force since Septem-
ber 2000, which will see the RSA duty on cot-
ton imports from SADC scaled down to zero in
equal installments within five years. The R1.60/
kg duty has already been scaled down to R1.20/
kg and is expected to be further reduced to
R0.90/kg next year, within the SADC context.
A duty of R1.60/kg on cotton lint will apply to
imports from outside SADC, in excess of quan-
tities that qualify for a rebate.

Due to the significant drop in production, ex-
ports are not expected to exceed 1,300 tons this
season.

The average estimated price paid to growers for
seedcotton delivered during the 2000/01 mar-
keting year is estimated at R2.20/kg, about 15%
down from the average of R2.58/kg of the 1999/
00 season. Indications are that the average price
for seedcotton to be delivered during the 2001/
02 marketing season will return to levels above
that of the 1999/00 season, due to the more fa-
vorable international price situation.

DOMESTIC STRUCTURES
On 6 January 1998 the Cotton Board terminated
its functions. All assets of the Cotton Board were
transferred to the Cotton Trust, to be used for
the benefit of the whole industry. A new statu-
tory levy in terms of the Marketing of Agricul-
tural Products Act, 1996, is applicable to finance
the research, information, promotion and grad-
ing functions of Cotton SA, a non profit seeking
company founded by role-players after the de-
mise of the Cotton Board. Cotton SA is not in
any way involved in the marketing of cotton,
which is traded on free market principles.

QUALITY CONTROL DIVISION

Functions of the Quality Control
Division of Cotton SA

• The grading and classification of cotton
(seedcotton and lint).

• The compilation of Lint and Seed Cotton

Standards for Grade, which are revised bi-
annually for lint and annually for seedcotton.

In order to maintain continuity and correct-
ness of testing results, the division partici-
pates in International Check Test
Programmes, which are compiled and con-
trolled by the Cotton Division of the USDA
as well as the Bremen Cotton Exchange.

• Present the industry with introductory train-
ing courses with regard to the grading and
classification of seedcotton and lint.

• Establish liaisons with all interested bodies,
with the Quality Control Division acting as
a source for making available:

• Results regarding the grading and classi-
fication of cotton lint.

• Information on all types of cotton culti-
vated in the RSA, with special reference
to the quality thereof.

• Coordination of the prevention of contami-
nation.

• Arbitration (seedcotton).

Participants
• Ginners who participate submit samples on

a bale-for-bale basis to receive a grading cer-
tificate, which is used as a base for the local
marketing of their crop.

Ginners who are responsible for their own
grading and classification submit full re-
sults of their analysis to Cotton SA at year-
end.

• Spinners utilize the service mainly due to
the fact that comprehensive HVI informa-
tion is available for all assessable lint char-
acteristics required for the preparation and
production of the various quality blends, as
well as the monitoring of imported and lo-
cal cotton in relation to the purpose for which
it was purchased.

• Producers submit samples for grading and
classification purposes mainly to check the
consignment in terms of that for which it
was purchased and/or to obtain information
concerning the expected quality of their
crop.
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• The Research Institute for Industrial
Crops and other relevant organizations also
submit samples to the Quality Control Di-
vision for testing purposes, in order to evalu-
ate the various selections of new and present
cultivars as well as advanced breeding lines
still in the pipeline.

Performance of Cultivars
A cultivar composition of the South African
Cotton Crop (including Swaziland, Botswana
and Namibia) as well as the percentage contri-
bution of each cultivar for the 1999/00 market-
ing year is illustrated in Figure I.

Some Notes on Cultivar Performance

• Cultivars such as CS189 and Sicala per-
formed exceptionally well in most of the ir-
rigated cotton producing areas.

In the Weipe area in the Limpopo Valley
(Northern Province), CS189 was the major
contributor towards the premium classes
such as AX/AO. This refers to cotton with
a minimum staple length of 1-1/8", a mini-
mum micronaire value of 3.50 and fiber te-
nacity well in the excess of 28 gms/tex
(Pressley 1/8 gauge value).

• 90% of the Acala OR/3 cotton produced in
the Lower Orange River area, Northern
Cape, (3% of total production) was classi-
fied as Good Middling to Strict Middling
(white) with fiber properties similar to
CS189, except that OR/3 tends to be a
coarser type of cotton.

• Sicala, mostly planted in the Loskop Valley,
also produced AO (1-1/8 staple) cotton,
which from a marketing point of view is well
accepted in the spinning industry.

• Another very popular cultivar which proved
its worth over a long period of time is the
well known cultivar Tetra, mainly produced
in the Northern Cape and north west areas,
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with smaller percentages planted in the
Loskop Irrigation Scheme as well as in the
Northern Province.

Tetra, DeltaPine Acala 90 and Alba-Acala
which are grown in Swaziland, are normally
classed in the 1-1/16"–1-3/32" staple group
(1.06–1.10 inches) with fiber tenacity val-
ues ranging from 25-27 gm/tex (1/8 gauge
Pressley value). This quality description is,
within the South African context, referred
to as A2/A1 cotton.

• BT cottons carrying the bollworm resistant
Bolgard gene, namely NuCotn 35B and
NuCotn 37B, albeit the first year in full pro-
duction, compared well with some of the
other conventional cotton cultivars planted
in the RSA.

Performance with regard to yield, GOT and
fiber quality were well within expectations,
which is certainly an attractive alternative
for the local farming community.

Overall Performance of the
SA Cotton Crop

Grade
Overall grade performance, compared to the
previous season, was disappointing due to late
rains that caused a higher percentage of dull
white and discolored cottons. This in turn led to
an increase of lower grades, especially Strict-
Low to Low Middling categories.

There was also a significant downward trend
comparing Good Middling cottons with the re-
sults obtained the previous year.

Quality
The increase of 1-1/32" to 1-1/16" cottons and
the decline of longer staples can mainly be at-
tributed to serious draught conditions encoun-
tered in certain rainfed areas. 73% of the total
crop compared to 83% the previous year was
still within a staple range of 1-3/32"–1-3/16"
(1.09-1.18 inches) with the balance classified
as 1-1/32"–1-1/16" (1.03-1.06 inches).

As far as micronaire was concerned, only 3.83%
of the total SA cotton crop measured below 3.5.
High strength values ranging from 24–31 gm/
tex (1/8 gauge Pressley values) were also main-
tained.

Table 3 (page 97) reflects the grade composi-
tion compared to the previous year and Table 4
(page 98) reflects the grade and staple break-
down.

S PA I N
The importance of the cotton subsector in Spain
is not very noticeable in the overall agricultural
sector. However, its incidence in certain regions
of Seville, in the south of the country, is very
significant since it constitutes the principal
source of income, while there are very few al-
ternatives to that economic activity. Cotton pro-
duces incomes of 55 billion pesetas annually and
contributes a total of 1.5 million-day wages per
year.

The map below shows the cotton regions in
Spain.

With respect to the 2000/01 season, it is esti-
mated that total production of raw cotton will
reach 320,000 metric tons, a figure significantly
lower than the one achieved last season. The
causes for this decrease in production in rela-
tion to preceding years are a delay in planting,
the unusual proliferation of pests and a shortage
of water. The 2000/01 season will have the low-

est production in the last four years, as shown in
the graph.

With respect to planted area, during this season
only 86,500 has. have been planted. By regions,
the Autonomous Community of Andalucía stands
out overwhelmingly with 84,000 has. distributed
between Seville (76,000 has.) and Cordoba
(8,000 has.). About 82,700 has. correspond to
crops under irrigation. On the other hand, the
average yield by hectare reached 3,700 kg/ha of
raw cotton, this being one of the largest regis-
tered in the last 15 years. This high yield is par-
tially the result of a reduction of more than 25%
of the planted area with respect to the previous
season.

The evolution of the cotton planted area can be
seen in the graph, which shows that a remark-
able decrease has been observed since 1997, the
year in which the area of 100,000 hectares dedi-
cated to cotton was exceeded.

Water continues to be the limiting factor in se-
lecting this crop. In Spain, as in Australia, wa-
ter is a scarce item and consequently very ex-
pensive.

The main varieties of cotton cultivated in Spain
are the following, by order of importance:

• Crema III

• Delta Acala Variety 90

• Tabladilla
• Acala SJ-2
• Coker

Cotton’s climatic cycle in Spain is limited by
adverse atmospheric conditions in most of the
areas under cultivation, such as late frosts at
planting time and/or frequent rains during har-
vest. This is the main reason for the wide spread
of cotton cultivation under plastic. The purpose
of this cultivation system is to adjust cotton’s
vegetative cycle to the climatic cycle, advanc-
ing the planting period. In the last seasons this
system has experienced a large increase in Spain,
reaching a utilization level higher than 75% of
the total cultivated area.

Cotton harvest is done mechanically in more than
95% of the planted area beginning early in Sep-
tember, ending in Andalucia at the beginning of
November, and extending until January in the
Levantine Region. It is here that the variety Acala
SJ-2 is more cultivated and where meteorologi-
cal conditions permit a delay in harvesting which
to a great extent continues to be done manually.
At present there are about 900 harvesters in op-
eration.

With respect to Spain’s foreign trade on cotton
fiber, imports of this product during 1999
reached 49,000 metric tons, while exports reg-
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istered 42,000 metric tons; therefore cotton’s
balance of trade showed a deficit of 7,000 met-
ric tons.

Traditionally, Spain’s main supplying countries
have been Uzbekistan, Syria, Argentina, the
United States, Australia, Turkmenistan, Chad
and Mexico. On the other hand, the main desti-
nations for our exports have been Algiers, Por-
tugal, France, Morocco and Germany.

It must be pointed out that Spanish foreign trade
in cotton fiber by volume is traditionally in defi-
cit, as indicated in the graph.

For more information on Spain’s cotton sector,
please visit the following Web sites:

Ministry of Agriculture, Fisheries and Food
http://www.mapya.es/info/pags/anuar_99/
cap09_cultindust/12algodon_bruto.htm

http://www.mapya.es/info/pags/anuar_99/
cap09_cultindust/13algodon_bruto.htm

http://www.mapya.es/info/pags/anuar_99/
cap09_cultindust/14algodon.htm

http://www.mapya.es/info/pags/anuar_99/
cap09_cultindust/15algodon_internacional.htm

Spanish Association of Cotton Ginners
http://www.aeda.es

European Union
For information on the European Union’s cot-
ton sector including common legislation, please
visit:

http://europa.eu.int/comm/dg06/agrista/
table_en/41111.pdf

http://europa.eu.int/comm/dg06/agrista/
table_en/41132.pdf

http://europa.eu.int/comm/dg06/agrista/
table_en/41153.pdf

http://europa.eu.int/eur-lex/en/consleg/reg/
en_register_037060.html
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S U D A N
INTRODUCTION

Background
Sudan, with an area of 2.5 million square kilo-
meters, is the largest country in Africa. The coun-
try has great untapped potential for agricultural
development. About one-third of the total area
is suitable for crop or pastoral production, but
only a small fraction of this land is under inten-
sive use. The economy is heavily dependent on
exports of agricultural products especially cot-
ton, gum Arabic, livestock and other products.
The country has proven potential resources in
minerals and petroleum; the first consignment
for export from the latter was celebrated in Au-
gust 1999.

Agricultural Sector
The agricultural sector dominates the economy.
It provides the livelihood for over 80% of the
population and accounts for about 49.8% of
GDP, 65% of export earnings and a big share of
inputs for the country’s agroindustries, accord-
ing to 1999 statistics.

Cotton Sub-Sector
More than 300,000 families in Sudan depend
on cotton for earning their livelihood. Many
other thousands are engaged in cotton-related
activities.

Cotton proceeds constitute a considerable share
of the country’s foreign currency earnings.

PRODUCTION IN 1999/00
Total cotton output in 1999/00 ended at the dis-
appointing level of 275,327 bales (52,400 tons),
while at the beginning of the season it was esti-
mated at 400,000 bales (76,000 tons). This sharp
reduction was mainly attributed to:

• Late sowing in some schemes.

• Abandonment of sizable areas due to flood-
ing in some schemes and water stress in oth-
ers.

• Lack of finance in many schemes especially
at critical stages of production.

GOVERNMENT MEASURES TO
IMPROVE EFFICIENCY
OF COTTON SECTOR

The continuous decline of cotton production in
recent years and its deteriorating impact on farm-
ers’ income, together with the fall of intake of
local mills, awakened an active government con-
cern. The government adopted the Three-year
Relief Program to alleviate the difficulties en-
countered in cotton production and consump-
tion. The program, which is well underway in
its second year, is concentrating on the follow-
ing:

• Rehabilitation of the existing infrastructure
in the irrigated cotton sector.

• Rehabilitation of the major government-
owned textile mills.

• Authorization of the Central Bank to finance
cash purchases of agricultural inputs instead
of the former practice of input purchase
against deferred payments entailing high fi-
nance cost.

• Invitation extended to a technical World
Bank mission to review and recommend best
ways to raise the efficiency of policies and
strategies in the irrigated cotton sector. Af-
ter several visits and meetings with all bod-
ies concerned in Sudan, the mission submit-
ted a report to the government, which is
studying its findings and ways and means
to put the recommendations into effect.

• Plans to alleviate the tax burden on cotton
farmers in an attempt to encourage produc-
tion, by implementing the following mea-
sures:

• Total removal of the export tax on cot-
ton, starting January 2000.

• Negotiation with state governments to re-
duce local cotton production taxes to ac-
ceptable levels.

OUTLOOK FOR 2000/01
Area and Varieties

The disappointing results of last season (1999/
00) awakened deep concerns about the future of
cotton in all parts of the cotton industry, i.e. gov-
ernment, producing schemes, tenants, market-
ing sector, local textile and crushing mills, etc.
All these parties agree that the main problem is
caused by lack of financial support to produc-
tion practices at the appropriate time. To solve
this problem, the government agreed to finance
the 2000/01 production of cotton in all irrigated
schemes (about 95% of cotton production in
Sudan). The financing program started in May
2000 with land preparation and it will end in
March 2001 when cotton picking is expected to
be completed. So far, the financing program is
being implemented according to schedule.
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Total area sown this season with different cot-
ton varieties amounted to about 403,000 feddans
(one feddan = 1.038 acres), compared with about
387,000 feddans harvested area in 1999/00 and
278,000 feddans in 1998/99. Area allotted to the
ELS variety Barakat is 85,000 feddans compared
to 97,000 the previous season (1999/00). Area
sown with medium staple type (Acala) is
297,000 feddans. Rainfed area for 2000/01 is
estimated at 21,000 feddans compared with only
about 11,000 feddans of harvested area in 1999/
00.

Crop Establishment
Crop progress so far is quite reassuring. Irrigated
areas benefited from the aforementioned gov-
ernment Three-year Relief Program. Major irri-
gation canals have been thoroughly desilted, land
preparation is excellent and all finance require-
ments are provided by the government enabling
the start of all agricultural production practices

according to the research recommended sched-
ules.

Reports from cotton production areas show that
the crop is progressing very well with healthy
plants and that picking has already started in
some areas. These reports put the output fore-
cast for the season well above average.

Ginneries
Rehabilitation of ginning facilities is a major
part of the Relief Program. Moreover, a second
saw ginning factory is already installed in Gezira
and was put into operation last season. Annual
maintenance of ginneries is well under way as
all financial requirements are provided by the
government.

Exports
Exports in 1999 totaled 191,000 bales, 51%
lower than in the preceding year. This sharp de-

cline is attributed to lower production in the last
two seasons.

Local Consumption
Local consumption in 1999 declined to about
43,000 bales compared with about 49,000 bales
consumed in 1998. This persistent decline in
consumption prompted government intervention.
The textile industry assumed a considerable
share of the Relief Program. Three government-
owned mills will receive necessary financial re-
sources for rehabilitation.

Marketing Policy
The main pillars of the marketing policy have
remained intact for the last fourteen years. These
incorporate the following:

• Sales through competitive and equitable
methods. International open tenders are
thought to be very efficient in achieving this
goal.

• Maintaining an efficient and reliable execu-
tion of the sale contracts in accordance with
international professional standards.

• Continuity of regular supply of cotton with
varieties and qualities that best suit spinners’
requirements.

Cotton Research Program
The cotton research program of the Agricultural
Research Corporation (ARC) is targeting three
main objectives:

• Increased productivity and quality

• Reduced cost of production

• Elimination/reduction of stickiness

The Cotton Research Program (CRP) of (ARC)
is addressing these constraints as major issues
to enhance the competitiveness of the Sudan
cotton in the new millenium.

Variety Development
The CRP addresses research problems related
to technology and fiber processing, together with
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variety development to extend the current range
of types offered to the market. In response, breed-
ers are working on developing new cultivars that
are more adapted to changing production and
market conditions. In addition to the three new
varieties released recently, Acala (93) H, Acala
(93) M, and Barakat (S), hundreds of lines are
emerging from crossing and selection programs
of individual researchers in the CRP. Promising
lines are continuously being evaluated and some
of them are already part of multi-location test-
ing trials, which is the final phase before release.

• S-Pima
Is a top quality extra-fine count cultivar, ex-
celling Barakat in length, strength and fine-
ness, with early crop and high yield. It is
now in the final steps of testing and is in-
tended to be released in the coming year or
two.

• Shambat B
Is a fine count class long staple variety that
will be reintroduced once again at the re-
quest of many spinners.

Field Management Research
New technologies in the form of agrochemical
applications and location-specific field manage-
ment practices are continuously being developed
and released for adoption by farmers in various
cotton production areas of the country.

Variety Maintenance
Due emphasis is put on variety maintenance as
one of the major concerns of the program.

Seed Production
Cottonseed multiplication and certification is
receiving top priority by the CRP. Intensive train-
ing of production staff in various agricultural
production corporations is carried out in that
respect. The program also provides breeder seed
and supervises the production of foundation
seed.

Stickiness
Stickiness is receiving due attention. A major
research project has been going on for the last
three years. It is sponsored by the UN, the Com-
mon Fund for Commodities, the Sudan Cotton
Co. and the ICAC. The Cotton Research Pro-
gram of ARC (Sudan), and CIRAD and ITF
(France), conducted the research. The main ob-
jectives of this project are:

• Development of a methodology to separate
sticky and non-sticky cottons, to be marketed
separately.

• Development of ways and means to spin
sticky cotton without problems.

• Dissemination of results and findings of the
project to ICAC member countries.

The results and findings of the project will be
evaluated by an international workshop to be
held in Lille (France) in February 2001.
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S W I T Z E R L A N D
In 1999, the textile and clothing industry
achieved sales of 4.3 billion Swiss francs; 26,000
employees in some 400 establishments contrib-
uted to this result. Over 80% of total production
went for export, primarily to the EU, but increas-
ingly also to overseas countries. On average,
80% of the production capacity was utilized. By
comparison with the previous year, sales were
down 2.7% in value, exports 3.9% lower and
imports down 1.1%. The number of employees
fell by 6.1%.

The main reasons for the unsatisfactory results
in many areas in 1999 were worldwide over-ca-
pacity, strong competition from low-wage coun-
tries, exceptionally tough displacement compe-
tition, a sluggish market, flat consumption, con-
sumer price sensitivity, changed social values
and the impact of demographic trends. Then
again, the conditions prevailing in Switzerland
impose excessively high costs on Swiss entre-
preneurs in an international comparison.

The Swiss textile and clothing industry is also
suffering the consequences of Switzerland’s not
being part of the European Economic Area and
the EU. Textile manufacturers are increasingly
forced to deliver their products “just-in-time.”
In this regard, Switzerland is at a disadvantage
in relation to the EU competition in cross bor-
der traffic in Europe by administrative and time-
consuming formalities, since for fashion articles
fast production and delivery is a decisive com-
petitive advantage.

The outlook for 2000 is promising. Favorable
forecasts for an improved economic situation
give ground for hope, while the domestic mar-
ket reveals a noticeable pent-up fashion demand
(color is back in fashion). The sustained strength
of the U.S. dollar is increasingly improving ex-

port prospects in overseas markets and, at the
same time, making imports from the Far East
more expensive.

Against a background of extremely tough com-
petition, pressures for rationalization and auto-
mation in the capital-intensive textile industry
are continuing. In the labor-intensive garment
industry, national production is likely to remain
flat. Additional sales can only be achieved in
the clothing industry through outsourcing of the
most cost-intensive production processes.

The Swiss textile and clothing industry looks to
the future with confidence, especially as it has
repeatedly proved its willingness to reform and
innovate in recent years. The benefits of its struc-
ture of small and medium-sized businesses
brings the ability to react to short-term market
events in a performance-led and flexible man-
ner. Innovative and creative fashion and prod-
ucts are additional advantages. The industry has
many strengths and is able to make effective use
of every possibility for renewal. It has the po-
tential to gain a market lead in global competi-
tion through innovation and differentiation, as
well as appropriate marketing. All this justifies
a confident view of the future.

Raw Cotton Imports in 1999

Tons % Value in CHF %

USA 8,899 36.5 31.78 Mil. 47.2

Spain 1,798 7.4 3.49 Mil. 5.2

Uzbekistan 1,677 6.9 3.33 Mil. 4.9

Zimbabwe 1,346 5.5 3.25 Mil. 4.8

INDUSTRY DATA

Raw Cotton Consumption in 1999
Raw cotton consumption in 1999 amounted to
22,500 tons. This compares with 23,000 tons in
1998.

Of the total consumption, extra long staple cot-
ton (ELS) accounted for 10,700 tons or 47.5
percent (1998: 10,320 tons or 45 percent)

Raw cotton imports in 1999 amounted to 24,348
tons, representing a value of CHF 67,319 mil-
lion. This compares with 31,969 tons the year
before. Total imports from all Central Asian
countries combined accounted for about 7,500
tons or 31 percent of total imports in 1999.

Main ELS suppliers in 1999 were again the USA
with a market share of 67 percent or 7,200 tons,
followed by Australia with 9 percent, Zimba-
bwe with 7 percent and Central Asia with 6.5
percent.

Imports and Exports of Textiles in 1999
Imports of textile goods (yarn, fabrics and fin-
ished textiles) in 1999 represented a value of
CHF 7.512 billion. Exports in 1999 amounted
to CHF 3.615 billion.

TA N Z A N I A

COTTON SITUATION
Tanzania’s historic achievement in cotton pro-
duction occurred during the 1992/93 season
when 96,372 metric tons of lint were produced.
Production has declined since or at best fluctu-
ated below this level. The major challenge there-
fore is how to bring cotton production back to
the path of growth.

In 1994/95, Tanzania liberalized its cotton sec-
tor with the objective of stimulating competi-
tion at all stages of the production, processing
and export chain in a bid to energize the sector
towards optimal growth. As a result of liberal-
ization, farmers are now being paid promptly
and on a cash basis unlike in the past. In addi-

tion, farmers are receiving a higher proportion
of the FOB price, up to 60%. On the other hand,
increased competition during buying and gin-
ning of seed cotton has resulted in increased ef-
ficiency all along the marketing, processing and
export chain.

Nevertheless, five years after liberalization, pro-
ductivity and the quality of cotton have declined
(see table). This has put in some doubt the ben-
efits of liberalization. Last year, we highlighted
some of the interventions being taken by the gov-
ernment and the sector as whole to correct some
of the unintended consequences of liberalization.

As a result of such interventions, production of
lint this season is estimated at 40,725 metric

tons. This represents a 21% increase over last
season’s crop of 32,580 metric tons, but still 56%
below the record crop obtained in 1992/93. Such
a modest rise in productivity is largely attrib-
uted to some improvement in the provision of
farm inputs to farmers following the establish-
ment of the Cotton Development Fund (CDF)
as was intimated last year.

Similarly, there has been a significant improve-
ment in the quality of cotton as a whole. The
availability of pesticides to farmers at subsidized
prices coupled with the strengthening of moni-
toring and quality control at all stages of the
production, marketing and processing chain has
resulted in the proportion of middling and good
middling grades rising from only 32% during
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1998/99 to 78% this season. As a result of
strengthened monitoring and control at ginneries,
the sector has witnessed improved collection of
cotton production statistics and levies.

MEASURES TO
CONSOLIDATE GAINS

Earlier this year, the Cotton Board convened a
historic cotton stakeholders’ meeting in Mwanza.
To underscore the importance of the meeting,
His Excellency President Benjamin William
Mkapa (represented by his Vice President, Dr.
Omar Ally Juma) was invited to open it. We are
grateful to ICAC for allowing Mr. Ioannis
Kaltsas to participate. During the meeting a con-
sensus was reached on how to turn the ailing
industry into a vibrant and buoyant one again.
The outcome of the meeting dubbed “The
Mwanza Directive” outlines an action plan for
revamping the cotton sector in line with the Cot-
ton Sector Development Strategy outlined to you
last year. In addition, the Mwanza Directive
gives special attention to the following issues:

• The imperative for all designated cotton
growing regions to draw up annual work
plans that clearly indicate how their cotton
production targets will be realized and hence
contribute to the national target of 135,750
metric tons by 2006/07.

• The need to strengthen the capacity of the
Cotton Development Fund (CDF) to finance
cotton R&D, market information and exten-
sion services and procurement and distribu-
tion of farm inputs by improving levy col-
lection.

• The re-establishment of a seed production
and supply system involving both public and
private sector participation. Such system,
scheduled to start in 2000/01 has been de-
signed to fully satisfy the requirements for
certified seed for the entire country by the

year 2003. It is envisaged under the new
system that further spread of Fusarium wilt
and mixing of varieties will stop. These twin
problems that emerged in the wake of liber-
alization of the sector have greatly contrib-
uted to the decline in productivity and de-
mise of the quality of Tanzania’s cotton.

• The need for regular consultations between
stakeholders of the cotton sector and in par-
ticular between the Tanzania Cotton Asso-
ciation and the Cotton Board in order to in-
culcate a sense of self regulation, transpar-
ency and unity within the sector. Members
of the Tanzania Cotton Association further
sought to establish cotton outgrower systems
in areas immediately surrounding their
ginneries.

COTTON EXPORTS
During the 1999/00 season, lint exports from
Tanzania amounted to 32,091 metric tons val-
ued at US$31,868 million. The major outlets
include Indonesia, Taiwan, Singapore, Malay-
sia, Thailand, Kenya, Rwanda and Portugal.
Exports for the 2000/01 are estimated at 35,000
metric tons or just 8% higher than last season.

LOCAL CONSUMPTION
During the 1999/00 season, local textile mills
consumed some 1,300 metric tons of lint. Low
consumption is attributed to ongoing rehabilita-
tion of recently privatized previously state-
owned textile mills. Consumption is not expected
to improve appreciably next season.

COTTON OUTLOOK FOR 2001/02
Cotton production during the 2001/02 is fore-
cast at 54,300 metric tons. This represents an
increase of about 30% from the current season’s
crop of 42,123 metric tons. The main consider-

ations taken into account in forecasting such an
increase in production during the coming sea-
son derive from:

• High farmgate prices paid to farmers this
season and prospects for even higher prices
next season are likely to motivate farmers
to increase the area under cotton production.

• Favorable weather conditions as already
forecasted, particularly in the major cotton
growing areas.

• Continued provision of farm inputs particu-
larly seed and agrochemicals to farmers at
affordable prices coupled with stepped up
extension services is likely to increase pro-
ductivity.

CHALLENGES
The cotton sector in Tanzania is currently wit-
nessing a growing sense of optimism with re-
gard to its prospects for recovery in the foresee-
able future. Nevertheless, there are still some
outstanding challenges remaining. For example:

• Strengthening of cooperatives especially at
primary society level so as to make them
organic nuclei for abject poverty alleviation,
given that nearly 14 million, or about 48%
of the country’s population, rely on the cot-
ton sector for their socioeconomic well-be-
ing.

• Devising appropriate support systems to sus-
tain annual cotton production volumes to the
targeted level of 135,750 metric tons by the
year 2006/07.

• Rationalization and strengthening of the
regulatory, promotional and monitoring
functions of the Cotton Board, especially by
removing the liability encumbrances, which
resulted from the liberalization of cotton
marketing and exporting.
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T U R K E Y
INTRODUCTION

Agriculture is still one of the most important
sectors in Turkey. About 40% of the population
lives in rural areas while agriculture accounts
for approximately 15% of the GNP.

Total exports of Turkey in 1999 were US$26.5
billion, a decrease of 1.8% in comparison to the
previous year’s total. Imports, on the other hand,
showed a decrease of 11.3% for the same pe-
riod totaling US$40.6 billion.

Cotton has always played an important role in
Turkish agriculture. With the rapid development
of the textiles and clothing sectors, this role has
also become important to the industrial sector
as well as to the internal and external trade of
Turkey.

Exports of textiles and clothing in 1999 reached
US$9.8 billion, a decrease of 5.5% over the 1998
level. As can be seen from these figures, the share
of the textiles and clothing industry in total ex-
ports is quite significant. With the above men-
tioned export performance, Turkey is presently
ranked sixth among the world’s leading apparel
exporting countries according to WTO statis-
tics.

COTTON PRODUCTION

1999/00 and Previous Seasons
The figures over the last ten years show some
fluctuations in cotton production as well as in
yield (Table 1). In the 1980s there was gener-
ally a steady increase in production as a result
of increases in area. Between 1988/89 and 1994/
95, production drops occurred as a result of de-
creases in sown area. However, despite the
gradual decrease in area mainly due to switch-
ing to other crops, the drop in production has
been comparatively smaller. The rise in yield
compensated some of the decreases seen in area
and production. Increase in area, hence in pro-
duction, between the 1995/96-1996/97 seasons
is attributable to the relatively higher income
potential of cotton in comparison to previous
seasons and to price levels of other crops.

Relatively attractive cotton prices during 1997/
98 have encouraged farmers to continue grow-
ing cotton for 1998/99 as well. However, a steady
decline in world cotton prices and a similar trend
in the domestic market, especially in the second
half of the 1998/99 season, offered no enthusi-
asm to growers in their decision to grow cotton
or to switch to other crops for the 1999/00. Dis-
satisfaction about the ongoing prices contrib-
uted to lower area, hence output in cotton pro-
duction. Weather conditions during sowing and
plant growth periods have been near to ideal.
Similarly, harvesting encountered no major set-
back. The revised production figures according
to regions for 1998/99 and 1999/00 are given in
Table 2 and 3, respectively.

2000/01 Season
The premium system reintroduced in 1998/99,
and the expectation by growers for the continu-
ation of this system in 1999/00, has played an
important role in maintaining production levels
for those seasons despite the depressed cotton
prices experienced in the domestic market,
which is also largely influenced by world mar-
ket prices.

Normal climatic conditions prevailed during the
sowing period. However, extremely dry and hot
weather was experienced during plant growth
periods. So far (as of mid-October 2000) no

adverse weather conditions have been reported
from the cotton fields.

The expected area, production and yield figures
according to cotton growing regions for 2000/
01 are given in Table 4. As can be seen in this
table, significant reductions occurred in all re-
gions except in the Southeast, where there is a
gradual expansion of irrigated area created by
the Southeastern Anatolian Project (GAP).

COTTON CONSUMPTION
1999/00 and Previous Seasons

Cotton consumption has shown a gradual in-
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crease until 1997/98 (Table 5). This increase has
been largely due to world cotton textile and ap-
parel demand and new investments and mod-
ernization achieved in the Turkish spinning,
weaving and clothing sectors.

With the presently available 4.5 million spindles
(7th in the world), our annual ring yarn capacity
is approximately 675,000 tons, while the open-
end yarn production capacity approaches the
520,000 tons with some 400,000 rotors (4th in
the world).

The global economic crises experienced in many
parts of the world has also partly affected the
Turkish textile sector, as a result of which cot-
ton consumption in 1998/99 dropped to 950,000
tons. An increase in imports of textile raw ma-
terials has also contributed to the lower mill
consumption.

Exports of textiles and clothing in 1999 showed
roughly a 5.5% drop in comparison to the previ-
ous year’s level. Money and foreign currency
parity measures introduced by the government
in late 1999 have shown their positive effects in
lowering inflation, which has persisted as a
chronic problem in Turkey. The value of the
Turkish lira against the currency basket, which
is composed of a mixture of the U.S. dollar and
euro, has been met as planned so far. A decrease
of euro values against the U.S. dollar has put
garment exporters under immense pressure,
since a large part of exports are destined to euro
based countries. Despite these setbacks, cotton
consumption has again improved in 1999/00,
reaching 1.14 million tons.

2000/01 Season
The situation has not changed much in the first
half of 2000. Export statistics for the second half
of the year are expected to become more prom-
ising. Estimated cotton consumption for 2000/
01 will be just above the level of the previous
season.

COTTON TRADE

Trade in Seedcotton
At the beginning of 1993/94, when the cost of
cotton production was above world market
prices, the government introduced a new pur-
chasing system for cotton. According to that
system, growers were entitled to get a premium
of 3,000 TL/kg. from the Agricultural Bank
when they delivered their cotton to ginneries.
This premium was incorporated with the aim of
compensating the difference between producers’
target price and world market price which, at
the time of announcement, was at a compara-
tively low level.

Although a repetition of that system was ex-
pected for 1994/95, world market developments
with respect to cotton prices did not necessitate
such a compensation, hence no premium pay-
ments were made to growers.

A similar policy was adopted by the government
for the 1995/96, 1996/97 and 1997/98 seasons.
The government decided not to incorporate any
support mechanism, hence ASCU’s were left to
announce their purchase prices according to their

own accounts. Table 6 shows the purchase prices
of cooperative unions and the average of the
Cotlook indices at the time of ASCU’s price fix-
ings. For 1998/99, the government decided to
reintroduce the premium system, which was first
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tried in 1993/94, as mentioned above. A purchase
price of 195,000 TL/kg. for seedcotton (Aegean
Region) together with a premium of 10 cents/
kg. of seedcotton was announced. The purchase
prices for Cukurova and South East cotton were
announced as 160,000 TL/kg. and 170,000 TL/
kg., respectively.

ASCU’s purchases in 1998/99 have been almost
twice as much as the previous season mainly
due to the relatively weak market demand dur-
ing October-December 1998, which encouraged
growers to deliver cotton to their respective co-
operatives.

The above mentioned premium system, imple-
mented also for 1999/00, was 12 U.S. cents/kg
above cooperative purchase prices.

ASCU’s purchase prices have been announced
for 2000/01. As of mid-October, there has not
been an official announcement yet about the
amount of the premium. Seedcotton purchase
prices, as were initially declared by ASCUs, are
shown in Table 6 together with a comparison
with the Cotlook indices. However, as of mid-
October, there has been no decision taken on
premium payments.

A comparison of ASCUs purchases for the last
twelve years is given in Table 7, where it can be
seen that the share of cooperatives in the overall
cotton procurements has not been significant
during recent years.

Trade in Lintcotton

Domestic Market Developments
Figure 1 shows a comparison of curves for do-
mestic cotton prices vis-a-vis the Cotlook A In-
dex values from September 1999 until August
2000. As can be seen from this curve, domestic
cotton prices were far above the Cotlook A In-
dex values for most of 1999/00.

Foreign Trade
Table 8 shows the main countries to which cot-
ton exports were realized in the last four sea-
sons. Turkey, being a net importer of cotton in
recent years, maintained its position also in 1999/
00. Imports of cotton during recent calendar
years according to supplying countries are indi-
cated in Table 9.

Cotton Balances for 1999/00 and 2000/01
Table 10 shows cotton supply and use for 1999/
00. By the end of this season, total cotton im-
ports are expected to reach 400,000 tons. After
1.136 million tons of domestic consumption and
40,000 tons of exports, ending stocks will be
160,300 tons.

Cotton balances for 2000/01 have also been pre-
dicted according to the estimated production and
consumption data. These figures are shown in
Table 11.

DEVELOPMENTS ABOUT THE
COTTON INDUSTRY

Brief Information
There are two major developments that could
be regarded as worthy of mention:

• The government passed a bill through the
parliament in June 2000, by which a num-
ber of significant changes were made related
to the status and functions of ASCUs. These
changes can be summarized as a major step
towards making ASCUs independent in the
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way they are being managed, thus minimiz-
ing state interference. A transition period
was recognized at the end of which ASCUs
would gain their full autonomy.

• An initiative taken by various non-govern-
mental cotton related organizations in the
formation of a so called “National Cotton
Council.” The main purpose of this council
is to be a forum for cotton issues as well as
a body to represent the industry in various
circles like those involving discussions with
government authorities. This council will

incorporate the participation of the relevant
sectors such as growers, ginners, seed crush-
ers, cotton exchange, traders, textile manu-
facturers, exporters, etc. This council’s of-
ficial recognition is expected at the begin-
ning of 2001, after its law of establishment
receives Parliament’s approval.

TEXTILE AND APPAREL INDUSTRY

Brief Outlook
Since 1980, Turkey has been experiencing sig-
nificant structural reforms associated with ef-

forts in establishing an export-oriented and lib-
eralized economy, instead of the previous im-
port-substitution-based strategy.

As a result of a series of measures, the volume
of exports rose from $2.3 billion in 1980 to $12.9
billion in 1990 and to $27.0 billion in 1998.

The textile industry as a whole showed an even
better performance compared to other sectors.
Between 1980 and 1990, yarn and fabric pro-
duction doubled and apparel production in-
creased almost four times.

These developments have been reflected in ex-
ports as well. Table 12 indicates annual export
figures of different sectors of the textile indus-
try since 1980.

Despite these achievements, the textile industry
in general faces various difficulties and has cer-
tain weaknesses. These drawbacks can be sum-
marized as follows:

• The negative effect of a weak euro against
the U.S. dollar.

• Comparatively higher labor and increased
financing costs, especially in recent years.

• Negative effects of quotas on certain textile
products produced or manufactured in Tur-
key.

For the textile and clothing sector, the Customs
Union of the European Union, as of 1st January
1996, has provided some advantages as well as
some disadvantages:

• Duty and restriction-free access to the EU
on a full reciprocity basis, meaning that tex-
tile-clothing products can circulate freely be-
tween EU and Turkey.

• Application of the Common Customs Tariff
of the EU to imports from third countries,
meaning a substantial reduction of custom
duties by Turkey.

• Adoption of the EU’s Common Commercial
Policy, meaning, among other things, the in-
troduction of quota restrictions on textile and
clothing products from forty-six “third coun-
tries” similar to those covered by European
Union bilateral trade agreements.

• Implementation by Turkey of intellectual
property protection, competition and state
aid disciplines comparable to those of the
EU.

FUTURE PROSPECTS FOR COTTON
The Southeastern Anatolian Project (GAP) de-
serves a brief mention while looking at the fu-
ture in cotton.

Southeastern Anatolia, also known as Upper
Mesopotamia, covers mainly the provinces of
Diyarbakir, Gaziantep, Sanliurfa, Mardin and
Adiyaman. GAP is Turkey’s largest and the
world’s third biggest agricultural-as well as en-
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ergy-based-investment project. In brief, the
project comprises in total 22 dams and 19 hy-
droelectric power plants on the rivers Euphrates
(Firat) and Tigris (Dicle).

Besides energy, the project also covers agricul-
ture, industry, livestock and fisheries, mining,
transportation, telecommunication and social
development projects.

Irrigated area will cover 1.7 million hectares, or
19% of Turkey’s economically irrigatable area.

The project’s total cost is US$32 billion, around
half of which had been spent by the end of 1998.

Around 75% of the energy investments have been
realized, while investments in agricultural
projects have been only 15% so far.

As investments in agricultural projects continue,
agricultural production and productivity of vari-
ous commodities will greatly increase.

Cotton will be one of the main agricultural com-
modities to be grown among many other prod-
ucts such as cereals, oil seeds, legumes, fresh
fruits, vegetables, etc.

Studies involving alternative crop patterns sug-

gest that during the initial years of the project,
the share of cotton cultivated area will be ap-
proximately two-thirds of the total irrigated
land, whereas this percentage will decrease over
the years as the irrigated area increases.

One of the two irrigation tunnels connecting the
Ataturk Dam to the Harran Plateau has been
completed and put into use, significantly in-
creasing the irrigated land from 1995/96 on-
wards and resulting in the increases achieved
in recent years in cotton production from this
region.

U G A N D A
BACKGROUND

The government of Uganda continues to sup-
port and enhance its policies aimed at reviving
the cotton subsector under its Liberalization
Policy started in 1993/94.

Cotton still plays a crucial role in our economy
by providing employment to a large portion of
our rural population both at production and gin-
ning levels.

Cotton in Uganda is grown as part of a farming
system on small-scale holdings of between 1-5
acres by two-thirds of the rural population, of
which 50% directly depend on it as their imme-
diate cash income earner.

The government therefore attaches a lot of im-
portance to cotton as a vessel for poverty eradi-
cation and economic growth.

PRODUCTION
Cotton production increased by 42.5% this year
to 21,704 MT compared to 15,230 MT the pre-
vious season.

The major contributing factor was timely avail-
ability of planting seed and pesticides through a
private sector credit arranged by the Uganda Gin-
ners and Cotton Exporters Association
(UGCEA), which encouraged farmers to open
up more land. To a great extent favorable weather
was also a factor compared to the previous La
Niña season.

It is worth noting that the UGCEA recovered
100% of the production credit, which has enabled
the subsector to revolve these funds for the third
consecutive year.

MARKETING

Primary Marketing
Due to the highly depressed lint prices on the
world market at the onset of our marketing pe-
riod (December 1999–February 2000), farm-
ers received the lowest price in the five years of
market liberalization, at 32 U.S. cts. per kg of
seedcotton.

Initially, there were fears about low plantings
for the following season but price recovery to-
wards the end of our marketing season, coupled
with input credit from the private sector, en-
couraged increased plantings for this season.

Therefore, we expect an increased crop output
of 26,700 tons for December–April 2001.
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Local and Export Marketing
Our two medium sized local textile mills did not
perform well, consuming only 3% of the total
production and leaving 97% for exports. Our
major export markets were the United Kingdom,
Switzerland, Portugal and Kenya.

It is our plea to all willing spinners to come to
Uganda and establish textile milling outfits or
any other form of value addition to process our
lint. The sector is fully liberalized and there are
no restrictions or government interference.

GINNING
Most of our ginning was by double roller given
our fuzzy seedcotton and the low lint price last
season. A total of thirty privately owned
ginneries with a total capacity of 500,000 bales
operated during the season. Of the two installed
saw gins, one operated for the first month of the
season.

Due to the fuzzy characteristic of our seedcotton,
high speed ginning cuts the staple, thus reduc-
ing the price of the lint.

RESEARCH ADVANCES IN
FIBER QUALITY

• Increasing Ginning Outturn (GOT)
Ginning outturn in Uganda has increased
from 31% in 1994 to 35% in 2000. Fur-
ther, research advances are ongoing to
reach a GOT of 40% by 2002.

• Micronaire and staple length
These have improved from 3.5 to 3.9 and
1-1/8" to 1-5/32" respectively,
over the last two seasons (table).

ENHANCING QUALITY
CONTROL

The Cotton Development Organization,
the statutory regulatory organism of
government, continues to relentlessly
educate farmers on ways of improving
quality and elimination of contaminants
at farm level.

Ginners, through their associations and
in collaboration with CDO, have ex-
hibited great responsibility in quality
assurance over the past two seasons.

These achievements are shown in the
table attached whereby 88% of the
Ugandan production was marketed in
the first four internationally recognized
grades compared to 75% the previous
season.

High Volume Instrument
Classification

To meet modern spinning requirements,
Uganda established high volume in-
strument (HVI) classification two
years ago, increasing its use in the

outgone season. Therefore, we can now provide
information as required by the end user.

COMMON FUND FOR COMMODITIES
The Project for Improving Marketing Systems
in Uganda, Tanzania and Zimbabwe was even-
tually launched in July 2000. All efforts to get
full-fledged and operational are in full gear. We
extend our appreciation to ICAC for their con-
tribution to the success of this project.

GOVERNMENT POLICIES
Some government policies aimed at increasing
cotton production and productivity per unit area
by small-scale farmers are as follows:

• Plan For Modernization of Agriculture
(PMA)

Because agriculture is the backbone of our
economy, the government of Uganda has
finalized its modernization plans. The pro-
gram will start the coming season and it is
aimed at assisting farmers in cost effec-
tive production, with maximum output and
financial gain per unit area.

• National Agriculture Advisory Development
Service (NAADS)

This program is slated to start in January
2001. Its main objective is to introduce a
demand driven agricultural extension ap-
proach spearheaded by farmers. Agricul-
tural development centers (ADC) shall be
established by research in ecological zones
within the country to allow farmer partici-

pation in research, technology transfer and
feedback.

The private sector is to take a leading role
by effectively engaging the existing man-
power in agricultural extension at
grassroots.

• Integrated Pest Management (IPM)

This technology is now being disseminated
to farmers at grassroots through the Farmer,
Research and Extension Pilot Program. It
has been well received and adopted because
of its benefits in reducing the use of pesti-
cide and its attendant costs, as well as en-
vironmental protection.

CONCLUSION
We are happy to report that the cotton subsector
liberalization policy has worked for Uganda al-
beit with some difficulties.

The private sector, especially the Uganda Gin-
ners and Exporters Association, has become a
strong, viable and respectable organism of the
subsector and it is steering production and mar-
keting without government interference and with
support from the financial sector.

Farmers have gone back to cotton production
due to assured markets and inputs.

We are hopeful that the cotton sector in Uganda
will continue to grow and once again become a
major contributor to our country’s economic de-
velopment.

Note: HVI results of the three main parameters of Uganda cotton for 1999/00 and the proportion of the perspec-
tive grades.      * Lowest grade not produced as a result of quality performance improvement.
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U N I T E D  K I N G D O M

RAW COTTON IMPORTS
The UK is now a minor user of raw cotton, in
contrast to its still prominent role in international
cotton trade. During 1999, imports totaled
merely 4,760 tons, or less than half the volume
of a year earlier and less than a quarter of the
quantity recorded in the early 1990s. The de-
cline has continued during the first six months
of 2000, with imports falling to 1,215 tons from
2,600 in the same period of 1999 (table).

INTERNATIONAL COTTON PRICES
When the ICAC last met in plenary session in
the United States, international cotton prices
were still on a downward course but a sharp re-
covery came after the turn of the year (Cotlook
A Index chart). The swiftness of the price turn-
around demanded quick action by both mer-
chants—to limit their exposure to “short”
sales—and mill cotton buyers—to cover require-
ments at the most advantageous price levels. The
price rise was prompted by realization that un-
committed supplies from the 1999/00 Northern
Hemisphere crops were less abundant than had
previously been imagined, by doubts about crop
developments in Latin America, and by expec-
tations that economic recovery would bring a
sustained, stronger mill demand, particularly in
South East Asia. Between December and March,
international cotton values as measured by the
Cotlook A Index increased by about a third, to
around the 58 cents per lb. level. Despite pre-
dictions to the contrary, subsequent gains proved

hard to realize, and in fact fresh price weakness
developed in the early summer months. It be-
came apparent that further demand from the mill
sector was less active in many markets than had
been hoped, and that the People’s Republic of
China (PRC) would make good a shortfall in
supply from the current season’s crop principally
by releasing government owned stocks to the
domestic market, rather than by importing. Al-
though opinion was to change later, anticipa-
tion of a bumper outturn in the United States
also lent to the price weakness. In fact, the chang-
ing fortunes of U.S. production prospects
throughout the summer period proved highly
influential on New York futures, which fluctu-
ated erratically.

LIVERPOOL COTTON ASSOCIATION
The number of disputes referred to technical
arbitration has remained constant when com-
pared to the previous year. A similar trend is
apparent over the number of awards that remain
unfulfilled. However there has been a reduction
in the number of appeals dismissed by the
Liverpool Cotton Association (LCA) where par-
ties have failed to submit reasons for appeal or
to pay deposits. Enforcement continues to be
challenging; some companies refuse to accept
the jurisdiction of the arbitrat authority in spite
of signing a contractual agreement to do so. In-
stead there has been increasing reliance on re-
ferring the matter to their own courts in the ex-
pectation that there is a greater chance of reach-
ing a result in their favor. On the positive side,
this year has seen the enforcement of an LCA
award in the high court of another country, where
that country is a signatory to the New York Con-
vention of 1958 on the enforcement of awards.

Continued efforts have been made to reduce the

time taken to produce arbitration and appeal
awards. In June this year the by-laws were
amended in order to reduce time scales for re-
ceipt of appeal submissions and payment of ap-
plication fees and deposits. Technical arbitra-
tors, umpires and appeal committees are now
allowed to take into account the complexity and
extent of the submissions presented to them when
determining fees and expenses. It is hoped that
this will encourage firms using the Liverpool
arbitration system to ensure that their submis-
sions are made in a timely and efficient manner.
In an effort to streamline the appeal process, time
scales for submissions have recently been re-
duced from 196 to 126 days and the size of ap-
peal committees reduced from 7 to 5 members.

Arbitration remains the preferred method of re-
solving disputes in the cotton industry with al-
ternative dispute resolution (ADR) having little
or no impact. The pool of experienced and ex-
pert arbitrators is diminishing with the recent or
imminent retirement of some well-known arbi-
trators. For the younger executive considering
involvement in the arbitration process, the LCA
has introduced a short objective course with an
emphasis on practical training that focuses upon
arbitration and appeal procedures and the UK
Arbitration Act of 1996. Participants are also
encouraged to attend a short course run by the
UK’s Institute of Chartered Arbitrators specifi-
cally designed for the commodity trader. A pilot
course was successfully run as part of the arbi-
tration module during this year’s International
Cotton Trade Seminar. This year the seminar saw
a record number of visitors from overseas: 35
delegates representing 20 different countries in-
cluding the PRC, Uzbekistan and Kyrgyzstan.
Such was the interest that it was necessary to
reduce the bids from some countries. Next year’s

Source: HM Customs & Excise, courtesy
Cotton Outlook.
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seminar is scheduled to take place in Liverpool
during the period 14–25 May.

Annual International Trade Dinner
The LCA’s 2000 Dinner was held in St. George’s
Hall, Liverpool, on 6 October. Seven-hundred
cotton industry representatives and official
guests attended (the largest number ever), in-
cluding over 500 from overseas, representing 55
countries. The dinner concluded two days of
seminars and meetings on current industry is-
sues.

High Volume Instrumentation Testing and
Quality Matters
The LCA has recently secured the funding to
purchase a replacement High Volume Instrument
(HVI) testing equipment, scheduled to be in-
stalled and set to work in the laboratory during
November. This will enable the LCA to mea-
sure all the fiber parameters together with a fa-
cility to test fiber maturity, projection of short
fiber content, neps and sugar content, which is
well known for its influence on yarn spinning
performance. This “state of the art” instrument
will enable the Association to confront the chal-
lenge of the raw cotton and textile industry in
its quest to seek improvements in the quality of
raw cotton and cotton products. The replacement
HVI equipment will also enable the LCA to deal
more efficiently with those quality disputes in
which parties to a contract are willing to use
instruments to resolve.

It is hoped that the introduction of the new HVI
equipment will attract more testing work from
both members of the LCA and from other firms
involved in the cotton industry.

Quality arbitration has shown an increase on the
statistics for 1999. Even though instrument test-
ing has assumed greater importance in the as-
sessment of fiber physical qualities, the world
cotton trade remains committed to the use of
cotton type or description when determining
quality. This requires the use of cotton standards
which the LCA receives each year from many
cotton organizations in the majority of cotton
producing nations in the world. The latest grade
standards that represent current cotton crops are
held in Liverpool, a practice that is encouraged
since it is a major factor in the resolution of cot-
ton quality disputes.

Recent additions to the LCA official standards
include standards from Azerbaijan, Syria, Greece
and Uzbekistan.

Helping to Strengthen the Committee for
International Cooperation between Cotton
Associations (CICCA).
A member of the LCA currently holds the Chair
of CICCA. The LCA also provides secretariat
support. At the CICCA plenary held in Liverpool
last year the future of this Committee was de-
bated. From this debate consensus emerged that
in spite of CICCA’s achievements since its for-

mation in 1975, there seemed to be a develop-
ing body of opinion that a broader-based com-
mittee would be more in line with the industry
and modern working practices. It was agreed that
there would be merit in strengthening the Com-
mittee, and the opportunity was therefore taken
to conduct a fundamental review of CICCA, its
mandate, membership and management struc-
ture. It has been decided that CICCA should
adopt a more pro-active approach to issues re-
lating to good trading practice and the sanctity
of contracts. It was also decided that CICCA
should seek to develop into an “inclusive” Com-
mittee that encourages and welcomes member-
ship from international cotton organizations and
companies that are not necessarily arbitration
authorities, providing that they are willing to
adhere to the ethic of good trading practices.
Since then, CICCA has been pleased to welcome
into membership the Australian Cotton Shippers
Association and, from Turkey, the Izmir Mer-
cantile Exchange.

International President
One of the LCA Board’s priorities for this year
has been to develop a strategy that will move
forward the further internationalization of the
LCA. This entails securing the agreement of the
membership to change the LCA’s articles to in-
crease the number of candidates who are eligible
to enter the selection process for high office.
Specifically the change that was approved in
September 2000 permits members residing out-
side of the UK to be included in the pool of po-
tential candidates. Widening the choice avail-
able reinforces the principle of “best man (or
woman) for the job”. The introduction of an “in-
clusive” selection process embracing all suitably
experienced and committed candidates, no mat-
ter where individuals may reside, reinforces the
LCA’s wholehearted commitment to internation-
alization and ensures that the most suitable can-
didates are selected, which inevitably will lead
the way towards the first International President.

COTTON IN THE UK AID
PROGRAMME

The UK has a long association with all aspects
of cotton production in less developed countries
(LDCs) and this is reflected in its continuing
commitment to aid in the cotton sector in those
countries. This assistance currently forms a small
but important element of both the research and
development and technical cooperation compo-
nents of the UK Aid Programme, funded through
the Department for International Development
(DFID). It is recognized that cotton is an impor-
tant cash crop for small, resource-poor farmers
and that small farmers’ most significant con-
straint on cotton production in LDCs is yield
losses caused by insect pests, plant diseases and
weeds. This includes the increasingly important
and widespread problem of pest resistance to
conventional pest control chemicals.

Consequently, most UK aid to the cotton sector
in LDCs is provided in the field of integrated
pest management (IPM), focused on the devel-
opment and implementation of sustainable, cost-
effective and environmentally friendly strategies
which can be integrated with existing programs
of pest, disease and weed control.

Current DFID-funded research and development
on cotton is administered by Natural Resources
International (a consortium of UK universities).
NR International commissions cotton related
R&D projects both from UK and LDC institu-
tions and universities. A significant component
of this cotton pest management research effort
is assigned to the development of environmen-
tally benign non-toxic methods of cotton pest
control, including the use of beneficial insects,
pheromones and microbial pesticides. This in-
cludes the development of insecticide resistance
management (IRM) strategies. Where practi-
cable, efforts are made to ensure that these pro-
grams achieve area-wide adoption as this is most
likely to capitalize on the benefits of retained
beneficial insects and is essential for certain IPM
technologies such as mating disruption of insect
pests by artificial pheromone release. Technical
cooperation aid is managed and resourced bi-
laterally through the Geographic Divisions of
the DFID.

British agrochemical and pest control compa-
nies are also important contributors to UK aid-
funded research on, and the implementation of,
appropriate IPM and IRM strategies for LDCs,
often in close collaboration with the Natural
Resources Institute (NRI) and the universities,
in addition to undertaking research on equipment
and products in cotton producing countries.

UK R&D AND TECHNICAL
COOPERATION

Work carried out during the last year includes:

ICAC-supported, funded through the
Common Fund for Commodities

• A five year project in collaboration with Pa-
kistan and the U.S. on the characterization
of cotton leaf curl virus, its epidemiology
and vector relationships and the development
of resistant transgenic cotton is coming to a
close at the John Innes Institute, Norwich.

• A major project on the sustainable control
of Asia’s worst cotton pest, the American
bollworm or gram podborer has started last-
ing from April 2000 to March 2004. Led by
the NRI as Project Executing Agency, it in-
volves collaborative work between NRI and
the Institute of Arable Crops Research
(IACR), Rothamsted in the UK, and cotton
research institutes and agricultural univer-
sities in India, PRC and Pakistan.

DFID-funded

• Weed management in cotton in Zimbabwe.
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• UK technical work in support of the ICAO/
CFC bollworm control project in Asia.

• Promotion of insecticide resistance manage-
ment strategies in four Indian states.

• Exploration of the constraints to the adop-
tion of bio-rationals for control of cotton
pests worldwide.

• Management of Fusarium wilt in Uganda
and Tanzania.

World Bank-funded
Support is being provided to the government of
Uzbekistan, through NRI, by a consortium of
UK and international organizations for the as-
sessment and refinement of bollworm control
using locally reared egg parasitoids.

Other Work in UK Universities and
Institutions
Cranfield University at Silsoe, Bedfordshire, is
working on weeds in cotton in collaboration with
other UK organizations and the University of
Zimbabwe. IACR Rothamsted staffs are work-
ing on insecticide resistance in cotton whiteflies.
Imperial College of the University of London is
undertaking studies on spray application in cot-
ton and has run training courses for international
students in this area. A number of cotton gin-
ning and trading companies also support re-

search work in such areas as the alleviation of
the impact of stickiness in cotton, water use ef-
ficiency and the trash content problem. Private
sector research and development work contin-
ues on the design and efficacy of spray equip-
ment.

Cotton Cooperative Research Between the
LCA and UK Universities.
The LCA, the Liverpool Cotton Research Cor-
poration, Cardiff University of Wales and the
British Cotton Growers Association, are work-
ing in cooperation to improve global conditions
in the cotton industry. This cooperation involves
the sponsorship of a PhD student whose work
will focus upon research that examines
“Biomarkers in raw cotton as indicators of qual-
ity and safety.” The aim of this study is to pro-
vide essential data that will enable improvements
in the quality of cotton and the safety of cotton
workers worldwide. It is judged that this is
ground-breaking research, since it is understood
to be the first occasion that such a comprehen-
sive and important study of this type has been
undertaken. The findings will be utilized to con-
stitute the foundation for universal development
with the industry.

When raw cotton is processed the generated cot-
ton dust, if inhaled by the cotton workers, may
result in various respiratory disorders, for ex-

ample byssinosis. The control of dust has, for
some time now, been an important preventative
measure although it has always been difficult to
completely avoid the development of respiratory
disease in the exposed workforce. Various com-
ponents of cotton dust, and therefore of raw cot-
ton, are considered to be the cause of these ad-
verse effects. The research that will be under-
taken at Cardiff University and the LCA labora-
tory will seek ways of measuring the concentra-
tion of potential toxic material in raw cotton
when it is being processed. This in turn will pro-
vide important information to aid in the devel-
opment of a strategy to improve the quality and
safety of the product. The program will concen-
trate on three major substances in raw cotton
that have been linked to the associated respira-
tory disorders. These are bacterial endotoxin, (1-
3)-B-D-glucan and tannin.

It is judged that the results of the study will ben-
efit cotton growers by improving their product
and placing emphasis on quality and safety con-
trol issues. Ginners and cotton mill workers in
particular will benefit from improved safety in
cotton safety control issues. It is also hoped that
this study will encourage other industries to ex-
amine their products and consider whether it is
possible to improve safety conditions. Finally,
this initiative may help create further study and
development within the cotton industry.

U N I T E D  S TAT E S
U P L A N D  C O T T O N  S I T U AT I O N  A N D  O U T L O O K

Overview, Acreage and Production
U.S. upland cotton production in 2000/01 is fore-
cast at 17.1 million bales up from 16.3 million
bales in 1999. Total production is 2 percent
above the 5-year average.

Planted area in 2000 totaled 15.4 million acres,
766,000 (5 percent) above the previous year.
Harvested area is forecast at 13.4 million acres,
which suggests an abandonment rate of 12.9
percent. Yield per harvested acre is forecast at
613 pounds, below the 5-year average of 623.
In 1999, harvested area reached 13.1 million
acres, with an abandonment rate of 9.9 percent.
Yields averaged 595 pounds per harvested acre.
Since we are still in the harvest season, yields
could vary from current estimates. However,
production is up 5 percent more than last sea-
son, adverse weather has impacted yield in
Texas, Oklahoma, and parts of the Delta. While
significant increases are expected for North
Carolina, South Carolina, Missouri, Tennessee,
California, and New Mexico.

Domestic Mill Use
Mill use of upland cotton in 1999 was 10.1 mil-

lion bales, compared with 10.3 million used in
1998. In 2000, mill use is projected to decline
to just below 10.0 million bales, the lowest level
since 1991. With the increase in total demand
less than the increase in production in 2000,
ending stocks are forecast to increase by 2 per-
cent to 3.7 million bales.

Foreign Trade
Upland raw cotton exports totaled 6.4 million
bales in 1999. The top export destination was
Mexico, which imported 1.7 million bales from
the U.S. representing 26 percent of all upland
exports. The top ten upland markets also in-
cluded Turkey, Indonesia, Taiwan, Japan, Hong
Kong, Korea, Brazil, Canada, and Thailand.
Together these destinations represented 85 per-
cent of upland exports. In 2000, upland ship-
ments are projected to increase to 7.1 million
bales due to increased U.S. production and in-
creased world demand.

In 2000 the U.S. share of world trade is expected
to increase to just over 28 percent, above the 5-
year average of 25 percent. In 1999, the U.S.
share of world trade (all cotton) was approxi-

mately 25 percent, an increase from 18 percent
last season.

U.S. cotton imports (all cotton) in 1999 totaled
97,000 bales. The United States imported 43,000
bales from Egypt (mostly ELS), 30,000 bales
from Syria, and smaller amounts from Argen-
tina, Mexico, Greece, China, Mali, Turkey and
India. In 2000, U.S. cotton imports are projected
to decrease to 75,000 bales due to an adequate
domestic supply situation.

Supply and Stocks
Total 2000/01 upland supply is projected at 20.8
billion bales, up 3 percent from 1999. With the
increase in the U.S. upland cotton supply fore-
cast for 2000, U.S. exports are expected to in-
crease 13 percent from last season’s 6.3 million
bales to 7.1 million. Imports are expected to re-
main just below 60,000 bales.

Based on the early-season projections of supply
and use, 2000 upland ending stocks are estimated
at 4.1 million bales, 384,000 bales below be-
ginning levels. Supplies are expected to total
about 21.7 million bales, up about 8 percent (1.5
million bales) from 1999. Total use is forecast
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higher at 17.5 million bales, 1.1 million bales
above 1999. At the end of 1999, the upland
stocks-to-use ratio equaled 22.8 percent. For
2000 with the increase in production more than
offsetting the increase in demand, the stocks-
to-use ratio should increase to about 24 percent.

Manmade Fibers
U.S. domestic consumption of manmade fibers
continues to rise, reaching a record 13.3 billion
pounds in 1999. The 3 percent increase from
1998 was largely the result of textile import ex-
pansion, however, as U.S. manmade fiber mill
use was virtually unchanged in 1999 at 11.2 bil-
lion pounds. Textile exports, like mill use, was
about unchanged from 1998 at nearly 2.2 bil-
lion pounds. On the other hand, 1999 U.S.
manmade fiber textile imports jumped nearly 10
percent from the year before to approximately
4.3 billion pounds. Overall, manmade fibers
accounted for 56 percent of the total fiber con-
sumption in the United States, slightly below the
previous 5-year average. However, U.S. per
capita consumption of manmade fibers rose 1
pound from 1998 to 49 pounds in 1999.

Inter-fiber Competition
Similar to manmade fibers, U.S. cotton domes-
tic consumption expanded in 1999, but U.S. mill
use declined 6 percent to the 1993 level. U.S.
mill use returned to the 4.9-million-pound level
as a result of the continued rise in cotton textile
imports. In 1999, U.S. cotton textile imports in-
creased 11 percent to a record 6.7 billion pounds,
while exports rose 6 percent to nearly 2.1 bil-
lion. As a result, total U.S. domestic consump-
tion of cotton reached a new record in 1999 at
nearly 9.6 billion pounds, 3 percent above 1998.
Overall, cotton accounted for 40 percent of to-
tal U.S. fiber consumption, 1 pound above the
previous 5-year average. Also, U.S. per capita
consumption of cotton increased three-quarters
of a pound to 35 pounds in 1999.

Cotton’s share of fibers used in the cotton sys-
tem in 1999/2000 averaged over 78 percent,
down slightly from last season’s 30-year high.
While only accounting for a small percentage
of the final product price, raw cotton prices were
above those for polyester the entire season. U.S.
upland mill-delivered cotton prices during 1999/
2000 averaged about 60 cents per pound, 8 cents
below the previous season. However, polyester
staple prices averaged about 55 cents during the
comparable period. Meanwhile, rayon staple
prices have continued well above those for cot-
ton, averaging 97 cents per pound for the sea-
son.

UPLAND MARKET SITUATION

Prices
Quotations for color grade 41, leaf grade 4, staple
34, mike 35-49, strength 23.5-25.4 cotton, in the
designated markets averaged 52.36 cents per
pound in the 1999-2000 season. This was down

from 60.12 cents for the 1998-99 season and
67.79 cents in the 1997-98 season. Quotations
averaged 49.72 cents per pound in August 1999,
the first month of the marketing year. Average
quotations weakened from September through
December and slowly strengthened the remain-
der of the marketing year. Quotations ended the
year with a July average of 55.13 cents per
pound, up 5.41 cents per pound from the first
month of the year. The season’s highest daily
quotation for the base quality occurred on May
22, 2000 at 60.71 cents per pound and the
season’s lowest daily quotation was 45.94 cents
on December 20, 1999.

Prices received by farmers for upland cotton for
the 1999-2000 marketing year were estimated
at 44.90 cents per pound by the World Agricul-
tural Outlook Board, USDA. The National Ag-
ricultural Statistics Service, USDA reported
60.20 cents for the entire 1998-99 marketing
year and 65.20 cents for the 1997-98 marketing
year.

Contracting
United States upland cotton grower’s forward
contracted about 10 percent of the 1999 crop.
This compares with 36 percent the previous sea-
son and 24 percent in 1997. Growers in the west-
ern states (Arizona, California and New Mexico)
forward contracted 11 percent of the 1999 crop.
Growers in the southwestern states (Oklahoma
and Texas) booked about 5 percent, growers in
the southeastern states (Alabama, Florida, Geor-
gia, North Carolina, South Carolina and Vir-
ginia) forward contracted about 19 percent of
their crop and growers in south central states
(Arkansas, Louisiana, Mississippi, Missouri and
Tennessee) booked about 10 percent.

United States upland cotton growers forward
contracted about 13 percent of the 2000 crop by
the end of August 2000. This was up from 8
percent at the same time a year earlier. By the
end of August 2000, about 24 percent of the crop
was under contract in the southeastern states,
14 percent in the south central states, 7 percent
in the southwestern states and 5 percent in the
western states.

Quality
Color. The predominant colors of upland cot-
ton classed from the 1999 crop were colors 11
& 21, accounting for 37 percent of classings,
according to the USDA, Agricultural Market-
ing Service, Cotton Programs. Color 31 was pre-
dominant in 1998 and made up 30 percent of
classings. In the white color grades, color 41
and better made up 86 percent of classings down
from 71 percent in 1998. All white color grades
accounted for 88 percent of the 1999 crop, up
from 73 percent in 1998. Light Spotted color
grades comprised 12 percent of classings, down
from 26 percent in 1998. Spotted color grades
made up about 1 percent of classings this sea-
son, down from 2 percent a year earlier. Tinged,

stained and below color grades accounted for
less than 1 percent of classings this season, the
same as last year.

Leaf. The predominant leaf grade of cotton
classed from the 1999 crop was leaf grade 3,
accounting for 41 percent of upland classings.
Leaf grade 3 was predominant a year earlier
making up 40 percent of classings. Leaf grade
1-2 comprised the next highest percentage from
the 1999 crop at 36 percent against 19 percent a
year ago. Leaf grade 4 made up 19 percent of
classings from this year’s crop, compared with
30 percent in 1998. Leaf grade 5-7 made up
about 3 percent of classings, down from 10 per-
cent last year.

Staple. The average staple length of upland cot-
ton classed from the 1999 crop was 34.1 thirty-
seconds inches, down from 34.3 a year ago. The
predominant staple length was 34, making up
about 26 percent of classings. Staple 34 was the
predominant length last year, accounting for 28
percent of classings. Staples 31 and shorter com-
prised 5 percent of classings this season, up from
3 percent in 1998. Staples 32 and 33, at 29 per-
cent, was up from 24 percent the previous year.
Staple 35 made up 22 percent of the crop, down
from 25 percent last year. Staples 36 and longer
accounted for 18 percent of classings, down from
20 percent the previous year.

Mike. The average mike of upland cotton classed
from the 1999 crop was 44, down from 45 last
year. Cotton with mike 34 and lower made up 4
percent of classings against 3 percent in 1998.
Cotton miking 35 through 49 comprised 80 per-
cent of the classings this season, down slightly
from 83 percent a year ago. Cotton with mike
50 and higher made up 16 percent, up from 13
percent in 1998.

Strength. The average fiber strength of upland
cotton classed from the 1999 crop was 28.3
grams per tex, compared with 28.0 in 1998.
Strengths in the 19 and lower range accounted
for less than 1 percent of classings, the same as
last year. Less than 1 percent of classings had
strengths in the 20 to 23 range, the same as the
previous year. Cotton with strengths of 24 to 27
grams per tex accounted for 37 percent of
classings, against 45 percent a year ago.
Strengths in the 28 and higher range comprised
63 percent of classings, up from 54 percent a
year ago.

Varieties Planted. Deltapine brand upland cot-
tonseed was the most popular planted in the
United States for the 2000-2001 season, accord-
ing to the USDA, Agricultural Marketing
Service’s Cotton Programs. Paymaster brand
was the second most popular followed by
Stoneville, Sure-Grow, CPCSD and Aventis.

Transgenic varieties, genetically engineered va-
rieties resistant to worms, herbicides or both,
accounted for about 72.1 percent of the upland
cotton planted in the United States in 2000.
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Deltapine brand varieties were the most popu-
lar planted in 2000, accounting for 39.0 percent
of the United States acreage. This brand ac-
counted for 61.7 percent of the acreage planted
in the southeastern states (Alabama, Florida,
Georgia, North Carolina, South Carolina and
Virginia). It accounted for 46.4 percent of the
acreage planted in the south central states (Ar-
kansas, Louisiana, Mississippi, Missouri and
Tennessee), 37.0 percent of the acreage planted
in the western states (Arizona, California and
New Mexico) and 18.4 percent in the southwest-
ern states (Oklahoma and Texas). Deltapine’s
most popular variety was DP 451 B/RR, ac-
counting for 6.4 percent of the U.S. acreage fol-
lowed by Deltapine DP 458 B/RR with 5.7 per-
cent and Deltapine NC 33 B with 5.0 percent of
the planted acreage.

Paymaster brand varieties were the second most

popular planted in 2000, accounting for 31.6
percent of the United States acreage. These va-
rieties accounted for 66.0 percent of the acre-
age planted in the southwestern states, 16.7 per-
cent in the south central states and 6.4 percent
in the southeastern states. The most popular Pay-
master variety was Paymaster PM 2326 RR,
accounting for 9.5 percent of the U.S. acreage
followed by Paymaster PM 1218 BG/RR with
5.9 percent, Paymaster PM 2200 RR with 5.4
percent and Paymaster HS 26 with 4.2 percent
of the acreage.

Stoneville varieties were the third most popular
planted in 2000. These varieties accounted for
11.9 percent of the acreage planted. They ac-
counted for 25.7 percent of the acreage in the
south central states, 8.7 percent in the southeast-
ern states, 4.9 percent in the western states and

3.2 percent in the southwestern states. The most
popular Stoneville variety was Stoneville BXN
47, which accounted for 6.6 percent of the United
States acreage planted.

Sure-Grow varieties were the fourth most popu-
lar planted in 2000. These varieties accounted
for 8.3 percent of the U.S. acreage and accounted
for 18.6 percent of the southeastern states
planted acreage, 9.5 percent in the south central
states and 4.8 percent in the western states.

CPCSD (California Planting Cotton Seed Dis-
tributors) varieties were the next most popular
and accounted for 2.6 percent of the U.S. acre-
age planted in 2000. CPCSD varieties were the
most popular planted in the western states, ac-
counting for 39.8 percent of that acreage. Aventis
FiberMax varieties accounted for 2.1 percent of
the U.S. planted acreage.
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Overview, Acreage and Production
The U.S. ELS cotton production in 2000/01 is
forecast at 406,000 bales, the lowest level since
1995/96. U.S. plantings of ELS cotton are esti-
mated at 182,000 acres in 2000, down 37 per-
cent from last season. Harvested area is fore-
cast at 172,000 acres. Acreage decreases oc-
curred in all states. Based on October 1 condi-
tions, the national ELS cotton yield is forecast
at 1,133 pounds per harvested acre, up only 5
pounds from 1999. Harvested area in 1999 was
286,900 acres, indicating an abandonment rate
of 1 percent. California remains the dominant
ELS producing state with 144,000 acres, ac-
counting for 82 percent of the ELS acreage.

Domestic Mill Use
Mill use of ELS cotton in 1999 was 137,000
bales, compared with 147,000 used in 1998. In
2000, mill consumption is projected to remain
stable at 140,000 bales.

Foreign Trade
Not withstanding a significant decrease in the
U.S. ELS cotton supply forecast, U.S. exports
for 2000 are forecast at 475,000 bales up from
last season’s record 447,000 bales. With abun-
dant U.S. supply and low prices, exports in 1999
were 447,000 bales, an increase of 55 percent
from the previous year. The major export desti-
nation was Japan, which accounted for 17 per-
cent of total U.S. ELS exports. The other top ten
export destinations included Taiwan, Indonesia,
Bangladesh, Italy, Pakistan, China, Korea, Ger-
many, and India. The top 10 markets accounted
for 86 percent of total ELS exports.

Imports for 1999 totaled 20,000 bales with 97
percent imported from Egypt.

Supply and Stocks
Total 1999 supply of ELS cotton was a record

821,000 bales, 58 percent more than the previ-
ous year. Ending stocks for 1999, estimated at
250,000 bales, resulted in a stocks-to-use ratio
of 42.8 percent, compared with 23.7 percent in

1998.

Total 2000/01 ELS supply is projected at
676,000 bales. Ending stocks for 2000 are ex-
pected to decline 72 percent, to 71,000 bales,
due to decreased supply and continued stock
exports and mill use. With the expected decrease
in stocks, the implied stocks-to-use ratio is fore-
cast to decrease to 11.5 percent.

ELS (AMERICAN PIMA) MARKET
SITUATION

Prices
Spot quotations for American Pima cotton, grade
3, staple 46, mike 35 and above, averaged 83.42
cents per pound in the San Joaquin Valley (SJV)
during the 1999-2000 season (August 1999-July
2000), down from 93.43 cents in 1998-99. In
the desert southwest (DSW), spot quotations
averaged 81.47 cents per pound, down from
91.44 a year earlier. August 1999 monthly aver-
age quotations were 82.50 cents per pound in
SJV and 81.25 in DSW. Quotations then rose
slightly throughout the marketing year, ending
the year with a July 2000 average of 88.79 in
the SJV and 86.58 cents in the DSW. The high-
est monthly average price for SJV occurred in
July 1999 at 88.79 cents per pound and the low-
est was 80.90 in January 2000. In the DSW, the
highest monthly average price was 86.58 cents
per pound in July 1999 and the lowest was 79.15
in January 2000.

Contracting
United States American Pima growers forward
contracted 12 percent of the 1999 crop, down
from 44 percent the preceding season. Forward

E L S  C O T T O N  S I T U AT I O N  A N D  O U T L O O K

contracting was most active in New Mexico
where around 14 percent of the crop was booked.
Contracting in 1999 accounted for 13 percent,
less than 0.5 percent, and very little in Califor-
nia, Texas and Arizona, respectively.

United States American Pima growers had for-
ward contracted about 8 percent of the 2000 crop
by the end of August 2000, up from 3 percent a
year earlier. California growers had 8 percent
of their acreage under contract, while 4 percent
of the Texas acreage was under contract. In New
Mexico, 22 percent of the crop was under con-
tract and very little had been booked in Arizona.

Quality
American Pima cotton grades 3 and better made
up 99 percent of classings from the 1999 crop,
up from 87 percent last year. Grade 2 was the
predominant grade both years, accounting for
69 and 45 percent in 1999 and 1998, respec-
tively. Grades 4 and lower comprised 1 percent
of classings against 13 percent a year ago. The
average staple length was 45.6 thirty-seconds
inches, down from 46.4 last year. Staple 46 was
the predominant length, comprising 61 percent
of classings this season, and 59 percent in 1998.
Average mike was 40, the same as last year.
Average fiber strength was 38.7 grams per tex,
down from 39.2 the previous year.

Varieties Planted. Pima S-7 was the most popu-
lar American Pima variety planted in 2000. This
variety accounted for 38.3 percent of the United
States acreage and was the most popular variety
planted in Arizona and California. Phytogen 57
Pima was the second most popular American
Pima variety and accounted for 29.9 percent of
the U.S. crop. Delta Pine DP HTOPima was the
next most popular variety and accounted for 19.6
percent. Pima S-6 accounted for 8.4 percent and
was the most popular variety planted in New
Mexico and Texas.

U . S .  G O V E R N M E N T  P R O G R A M S

Domestic Programs for
1996 through 2002

Upland Cotton
The current upland cotton program is authorized
by the Agricultural Market Transition Act of
1996 (AMTA). This Act, passed in April 1996,
is a radical departure from previous farm legis-
lation in that it eliminates the provision for re-
tiring land from production to reduce supplies
and completely disconnects farm payments from
farm production or market prices. This law was
enacted to provide farmers complete flexibility
in their planting decisions and to reduce the in-
fluence of government policies in the market-
place for agricultural commodities. In addition
to upland and ELS cotton, AMTA also includes

programs for feed grains, wheat, rice, peanuts,
soybeans, sugar, and dairy products. It provides
minimal price support and is designed to enable
American farmers to produce for the market-
place. An enrollment period concluded on Au-
gust 1, 1996, in which farm operators and own-
ers voluntarily enrolled their farms in the pro-
gram for the entire 7-year period of the AMTA
provisions. Approximately 98.8 percent of all
eligible farmland was enrolled, including about
99.4 percent of all eligible upland cotton land.

General Provisions Applicable to the Seven
Program Crops
“Market Transition Payments” (MTP) will be
made to farm operators and/or owners over the
next 7 years. These payments are not tied to

market prices or to any planting requirement or
prohibition, except for compliance with plans
on the farm for erosion control or wetland pres-
ervation. Hence, they cannot be considered to
provide support for prices or as income subsi-
dies to compensate for low market prices.

Each farm’s historical planted area (base area)
in each of the seven program crops (corn, sor-
ghum, barley, oats, wheat, rice, and upland cot-
ton) will form the basis for payments under the
program. There are no significant planting re-
quirements or prohibitions other than the land
should be used for an agricultural purpose or, if
not planted, should be protected from erosion.
Plans previously developed for the farm which
specify certain cultural practices or which re-
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quire the installation of certain physical infra-
structure to protect against soil erosion or to
preserve wetland environments must be com-
plied with. Land formerly dedicated to a pro-
gram crop which is presently enrolled in the
Conservation Reserve Program (CRP), a 10-year
leasing arrangement which holds fragile lands
out of production to combat erosion, may re-
enter production and may begin earning pay-
ments at the expiration of the 10-year lease as
long as conservation plans for the farm are fol-
lowed.

The AMTA provided for a total of $35.6 billion
over the 7-year period 1996-2002 for the MTP.
The amount available per year declines through
time, beginning at $5.57 billion in 1996 and
ending at $4.0 billion in 2002. Each of the seven
commodities was assigned a portion of these
funds based on its projected share of funding
over 1996-2002 under a hypothetical program
identical to that in effect over the period 1991-
1995. Upland cotton’s share of 11.63 percent
was written into the AMTA. Thus, in 1996, with
the total funding for MTP at $5.57 billion, up-
land cotton’s share was approximately $646
million. (By contrast, the largest of the program
crops, corn, received 46.22 percent, or $2.574
billion in 1996 and $2.489 billion in 1997.) In
1997, cotton’s share was $626 million. In 1998,
cotton’s share was $675 million. The total land
area for each program commodity that will re-
ceive these payments has now been essentially
fixed for the next 7 years by the outcome of the
enrollment process.

Legislation enacted in 1998 provided additional
payments of approximately $316 million to cot-
ton producers. These payments were made on
the same basis as the regular AMTA payments.
They were not tied to acreage planted to the crop,
to production, or to market prices. Similar leg-
islation enacted in 1999 provided for a doubling
of these payments and increased upland cotton’s
share to $1.2 billion for the 1999 marketing year.
The payments also were doubled for the 2000
marketing year in a later piece of legislation.

Payments are computed for the farm, rather than
for the farmer, and are based on the historical
planted area (base area) in each of the program
commodities and on the historical average yields
for each commodity on the farm. The total land
area that will receive the payments will vary only
by the addition of base area on such lands as
may be released from the CRP over the next 7
years. Thus, the payment for the farm will be
the amount of the total MTP available for the
specific commodity, apportioned according to
“contract production”, i.e., base area on the farm
times historical yield on the farm as a propor-
tion of total contract production on all enrolled
farms. Once the payment for the farm has been
determined, the payment will be divided among
operators and owners on the farm according to
private arrangements they have made.

Many provisions of the upland cotton program,
which was in effect for the 1995 and earlier
crops, were retained in the AMTA.

Under the AMTA, farmers are entitled to receive
“marketing assistance loans” as in past pro-
grams. The loan rate for the 1996-2002 crops of
upland cotton cannot be less than 50 cents per
pound, nor can it exceed 51.92 cents per pound.
It is still computed from the lower of domestic
or world price statistics, as in the past. For 2000,
the loan rate for the base quality (Strict Low
Middling 1-1/16 inch, micronaire 3.5-3.6 and
4.3-4.9, strength 26.5-28.4 grams per tex, length
uniformity index of 81, at average U.S. loca-
tion) is 51.92 cents per pound, the maximum
permitted under the AMTA. The result of the
domestic spot market calculation, or 85 percent
of the weighted average domestic spot market
price for the 1994/95 through 1998/99 market-
ing years, dropping the years with the highest
and lowest average prices was 60.91 cents, a
result higher than the statutory maximum loan
rate. The Northern Europe calculation result was
43.05 cents, or 90 percent of the average, for
the 15-week period July 1 - October 13, 1999,
of the 5 lowest-priced growths quoted for Mid-

dling (M) 1-3/32 inch cotton C.I.F. Northern
Europe, adjusted downward by the average dif-
ference during the period April 15 - October 15,
1999 between Northern Europe quotations and
quotations in the designated U.S. spot markets.
This result was below the statutory minimum of
50.00 cents. The 2000 loan rate could have been
set at any level between 50.00 cents and 51.92
cents per pound, but it was kept at the same level
as in the previous marketing year and was set at
51.92 cents per pound.

Producers are eligible for loans on their entire
production. Loans are available for a period of
10 months from the first day of the month in
which the loan is made. Loans are nonrecourse;
forfeiture of the cotton pledged to the Commod-
ity Credit Corporation (CCC) constitutes pay-
ment of the loan in full, regardless of the cur-
rent market value of the cotton. Extension of the
loan term for 8 months following the initial 10-
month period is no longer permitted.

Marketing loan provisions are continued under
AMTA with no modifications. If it is determined
that the world market price for upland cotton,
adjusted to U.S. quality and location (the ad-
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justed world price or AWP), is below the loan
rate for any crop, then the Secretary of Agricul-
ture shall implement a marketing loan program
to provide for the repayment of loans at the AWP.

Eligible producers who agree to forego CCC
loans may receive loan deficiency payments on
their total production otherwise eligible for loan.
The loan deficiency payment rate is equal to the
difference, if any, between the loan rate and the
loan repayment rate (AWP) in effect during the
week in which the application for payment is
filed. Loan deficiency payments are subject to a
payment limitation.

A 3-step procedure to help keep U.S. cotton
prices competitive is continued for the 1996
through 2002 crop years. Under Step 1 the Sec-
retary has discretionary authority to make a
downward adjustment to the AWP when (1) the
Friday through Thursday average of the lowest
priced U.S. growth as quoted C.I.F. northern
Europe for M 1-3/32 inch cotton (U.S. North-

ern Europe price) is greater than the Friday
through Thursday average of the cheapest five
northern Europe quotes (Northern Europe price),
and (2) the AWP is less than 115 percent of the
loan rate. The maximum allowable AWP adjust-
ment is equal to the difference between the U.S.
Northern Europe price and the Northern Europe
price.

Step 2 requires issuance of marketing certifi-
cates to U.S. domestic users and exporters when
the U.S. Northern Europe price exceeds the
Northern Europe price by at least 1.25 cents per
pound and the AWP does not exceed 134 per-
cent of the loan rate for each week of a consecu-
tive 4-week period. The value of the certificate
will equal the difference in the fourth week be-
tween the U.S. Northern Europe price and the
Northern Europe price, less 1.25 cents per pound,
multiplied by the quantity of cotton exported or
purchased by the domestic mill during the Fri-
day through Thursday period following the

fourth week. The amount of funding made avail-
able in the AMTA was $701 million over FY
1996-2002. This funding was exhausted in De-
cember 1998. The program received new fund-
ing and resumed operation on October 1, 1999.

Step 3 provides for a special import quota if the
U.S. Northern Europe price, adjusted for any
certificates issued under Step 2 in the previous
week, exceeds the Northern Europe price by 1.25
cents for each week of a consecutive 4-week
period. The quota would equal 1 week’s domes-
tic mill consumption based on the seasonally
adjusted average rate for the most recent 3
months for which data are available. This is ap-
proximately 42,000 tons or 193,000 bales. Im-
porters would have 90 days to purchase and an
additional 90 days to import the cotton. Quotas
established under this provision can overlap.
However, a quota period established under this
provision cannot overlap a quota period estab-
lished under the limited global import quota pro-
vision that is triggered based on U.S. spot prices,
nor can an import quota based on U.S. spot prices
overlap a quota established under the Step 3 pro-
vision.

Between October 1995 and May 1997 a series
of 80 consecutive weekly special global import
quotas were announced under authority of the
Step 3 provision. During much of that extended
period, potential imports totaled about 5 mil-
lion bales. Approximately 800,000 bales were
actually imported under these quotas.

Special global import quotas began triggering
again in February 1999. Some 36 quotas were
announced before new quotas stopped trigger-
ing in October 1999. Imported upland cotton
under these quotas totaled another 415,000 bales.

A limited global import quota must be estab-
lished whenever the average spot market price
for SLM 1-1/16 inch cotton during the preced-
ing month exceeds 130 percent of such average
price during the preceding 36 months. The
amount of the limited global import quota is
equal to 21 days of domestic consumption ex-
cept when a special quota has been established
during the previous 12 months, in which case
the quota would be the smaller of 21 days of
domestic consumption or an amount needed to
increase the supply of cotton to 130 percent of
the demand. A 90-day period will be allowed
for entering cotton under this quota. This quota
cannot be in effect while a Step 3 quota is in
effect.

Even if neither of the quotas is in effect, cotton
still may be imported under the tariff rate quo-
tas (TRQ) established pursuant to the General
Agreement on Tariffs and Trade (GATT). Over
the next twelve months, approximately 205,000
bales of raw upland cotton (staple 35 or less)
may be imported at the “in-quota” tariff level
under the TRQ’s and about 184,000 bales of
extra-long staple.
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ELS Cotton
The Agricultural Market Transition Act of 1996
(AMTA), enacted in April 1996, provides for a
nonrecourse loan program for extra long staple
(ELS) cotton.

A national average loan rate is established for
the 1996 through 2002 crops at a rate equal to
85 percent of the simple average price received
by farmers during three years of the five year
period ending July 31 of the year in which the
loan rate is announced, excluding the high and
low years. The loan rate may not exceed 79.65
cents per pound. Producers participating in the
program are eligible for loans on their entire
production. Loans are available for a term of
ten months from the first day of the month in
which the loan is made and may be extended for
eight months at the discretion of the Secretary
of Agriculture.

Loans are nonrecourse, i.e., forfeiture of the
pledged cotton to the Commodity Credit Cor-
poration (CCC) constitutes payment of the loan
in full, regardless of the current market value of
the cotton. The loan rate for the 2000 crop of
ELS cotton is 79.65 cents per pound, the maxi-
mum permitted under AMTA.

The legislation gives CCC the authority to sell
ELS cotton for unrestricted use at price levels
determined appropriate by the Secretary of Ag-
riculture to maintain and expand domestic and
export markets. The announced CCC sales
policy set the minimum sales price at the high-
est price offered, but not less than the market
price, as determined by CCC. There were about
4,000 bales of ELS cotton in CCC inventory as
of September 1, 2000.

The AMTA provided no authority for target
prices or for the acreage reduction programs such
as had been in effect for the 1991-1995 crops.
ELS cotton may be grown on any farm without
restriction, and producers are eligible for mar-
keting assistance loans on all ELS cotton pro-
duced on participating farms.

An ELS cotton competitiveness payment pro-
gram was authorized by legislation enacted on
November 29, 1999. It has been determined ad-
ministratively by USDA that $10 million will
be made available for the ELS competitiveness
payments and remain available until expended
or until July 31, 2003.

In authorizing the ELS cotton competitiveness
payment program, Congress established that the
program will trigger after 4 weeks in which the
U.S. domestic spot price of ELS cotton exceeds
the lowest price of competing non-U.S. growths.
The payment rate is the amount of that differ-
ence, if any, determined each week. Under this
general guideline, adjustments to price quota-
tions for non-U.S. ELS cotton, C.I.F. northern
Europe, were determined so that non-U.S. prices
were made equivalent to the U.S. spot price with
respect to location and quality. Valid compari-

sons between the U.S. and non-U.S. prices then
could be made to arrive at reasonable payment
rates.

A “base” quality for U.S. Pima for purposes of
the ELS payment program was defined as Pima
grade 3, staple 44, a close approximation of
Egyptian Giza-86. As of the time that the pro-
gram was conceived, only two non-U.S. growths
were being quoted, C.I.F. northern Europe. Egyp-
tian Giza 70 is a cotton of superior quality to
the “base” Pima, so a “discount factor” of -7.0
cents per pound is being applied to the Giza 70
quotation before the comparison is made with
the U.S. Pima spot price. At that time Central
Asian Pima was the only other foreign ELS cot-
ton being quoted. To achieve comparability be-
tween Central Asian Pima and the “base” qual-
ity of U.S. Pima, a premium of +18.0 cents per
pound is being applied to the Central Asian Pima
quotation. As required in the future, adjustment
factors for other non-U.S. growths of ELS will
be determined and applied.

The adjustments to the respective non-U.S.
prices are designed so that the adjusted quota-
tions would reach just short of the price thresh-
olds thought to imply competitiveness with U.S.
Pima. A change in any of the three prices could

then elicit a response from the competitiveness
payment program if the change decreased U.S.
competitiveness.

As of October 2000, the program has rarely trig-
gered, and payments have totaled only about
$350,000.

Export Credit Programs

Public Law 480, Title I
Under Title I of Public Law 480 (P.L. 480) the
United States is authorized to sell commodities
such as cotton, cotton yarn, and unfinished fab-
ric manufactured entirely from U.S. cotton on
long-term credits to participating countries.

To prevent P.L. 480 exports from interfering with
normal commercial trade, the United States es-
tablishes a usual marketing requirement (UMR)
in the Title I agreement, which can be waived or
reduced in cases of unusual economic difficulty.
In accepting the UMR, the participating coun-
try agrees to continue commercial purchasing
at levels consistent with recent trade history.
Sales of cotton under P.L. 480 are intended to
help expand world trade rather than replace nor-
mal commercial purchases. For fiscal year 1999,
there was no cotton was funded under the P.L.
480, Title I program.
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CCC Export Credit Guarantee Program GSM-
102
Initiated in 1981, the GSM-102 program at-
tempts to develop, maintain or increase markets
for U.S. agricultural commodities. The program
assists U.S. exporters in obtaining short-term
commercial financing by providing credit guar-
antee protection against the risk of nonpayment
for both commercial and non-commercial rea-
sons. The program requires that export sales be
secured by a dollar denominated letter of credit
issued by a CCC-approved bank. If the
importer’s bank defaults on payments for any
reason, the CCC will pay the exporter or the lend-
ing institution the amounts covered in accor-
dance with GSM-102 regulations.

Whenever the Department of Agriculture
(USDA) determines that a country is eligible for
a GSM-102 program and there is market demand
for U.S. exports, a public announcement is made.
This announcement states that CCC will accept
applications for guarantees against nonpayment
on sales of a particular commodity to that speci-
fied country. After such an announcement, but
before shipment, any qualified U.S. exporter
with a sale of a covered commodity to the speci-
fied country must submit an application to reg-
ister its sales with the CCC. A guarantee fee must
also be submitted to the CCC with the written
application. Before the application is submit-
ted, the exporter should first determine whether
bank financing will be available. The export sale
must be secured by an irrevocable letter of credit
payable in U.S. dollars from a CCC-approved
bank.

The repayment period specified in the announce-
ment is extended for up to three years under

GSM-102. Approvals of acceptable applications
are made up to the dollar limit stated in the an-
nouncement. The exporter is provided with a
payment guarantee that specifies the maximum
value to be guaranteed by CCC. Presently, CCC
generally covers 98 percent of the port value of
the commodity plus 55 percent of the average
investment rate of the most recent 52-week Trea-
sury Bill. Coverage is effective from the date of
export and continues in force for the period cov-
ered. The exporter may assign to a U.S. bank or
other financial institution the proceeds payable
by CCC under the payment guarantee. Notice
of the assignment is sent to the Treasurer of the
CCC who then acknowledges its receipt. Within
30 days after export of any commodity covered
by a payment guarantee, the U.S. exporter must
furnish the export information required by the
GSM-102 regulations.

If the foreign bank which issues the letter of
credit fails to make scheduled payments, the
exporter or assignee must notify CCC of the
default within 10 days of the payment’s due date
(or any extension thereof). Within 30 days after
notice of nonpayment, the exporter or assignee
files a claim for the date of nonpayment.

In recent years, USDA has used the market bas-
ket approach under the majority of GSM pro-
grams, where no specific dollar amount is as-
signed to a commodity. Registrations are made
on a first-come, first-served basis. In fiscal year
2000, the United States announced guarantees
totaling $4.55 billion to 35 countries and regions.
Sales of $376.9 million in cotton were registered
in the Andean and Central American Regions,
Argentina, Brazil, Indonesia, Korea, Mexico and
Turkey through September 30, 2000.

CCC Intermediate Export Credit Guarantee
Program GSM-103
The Food, Agricultural, Conservation and Trade
Act of 1990 specified that for fiscal year 1992,
$500 million be made available for the imple-
mentation of an Intermediate Credit Guarantee
Program, covering loans of more than three but
less than 10 years in duration. This program is
designed to help developing economies make the
transition from concessional financing to cash
purchases. The operation of the GSM-103 pro-
gram is similar to that of GSM-102, except for
the longer guarantee period and the method of
calculating interest coverage, which is deter-
mined by a floating rate formula rather than a
fixed rate. Although GSM-103 was originally
intended for livestock, other commodities have
been announced recently.

Supplier Credit Guarantee Program
Under the Supplier Credit Guarantee Program
(SCGP), initiated by the Federal Agriculture
Improvement and Reform (FAIR) Act of 1996,
CCC guarantees a portion of payment due from
importers under short-term financing (up to 180
days) that exporters have extended directly to
the importers for the purchase of U.S. agricul-
tural commodities and products. These direct
credits must be secured by promissory notes
signed by the importers. A substantially smaller
portion of the value of exports (currently 65 per-
cent) is guaranteed under SCGP than under the
Export Credit Guarantee Program GSM-102
where CCC is guaranteeing foreign bank obli-
gations. In fiscal year 2000, the United States
announced guarantees for which cotton could
be registered, totaling $466 million to 20 coun-
tries and regions. As of September 30, 2000, $1.5
million of cotton was registered.

C O T T O N  M A R K E T  D E V E L O P M E N T

Domestic Market Development
Under provisions of the Cotton Research and
Promotion Act of 1966, a Cotton Research and
Promotion Program was started in the United
States in 1967. The program is intended to pro-
vide the means to establish and finance, through
assessments on all cotton marketed in the United
States and on imported cotton and cotton-con-
taining products, a coordinated program of re-
search and promotion designed to strengthen
cotton’s competitive position, and to maintain
and expand domestic and international markets
and uses for United States cotton.

From 1967 to 1990, the program was financed
through refundable assessments paid by produc-
ers. Amendments to the Act, contained in the
1990 Farm Bill, expanded the funding base for
the program by authorizing assessments on im-
ported cotton and cotton-containing products and
eliminating the refunds of producer paid assess-
ments. These changes became effective in 1992.
The import assessment is about 1 cent per kilo-

gram of non-U.S. origin raw upland cotton in
the product, the same rate applied to domestic
cotton.

The Act provides for the establishment of a Cot-
ton Board to administer the program. The Board
is currently comprised of 25 members represent-
ing U.S. cotton producers and five organizations
of importers of cotton products. Board members
are nominated by producer and importer orga-
nizations certified by the Secretary of Agricul-
ture. The Secretary appoints the Board members
who administer the program and submit plans
and budgets to the Secretary for approval.

Research, promotion and technical assistance
activities are carried out by a contracting orga-
nization, Cotton Incorporated. Since 1975,
cotton’s domestic market share at retail, exclud-
ing carpets, has increased from 34 to over 60
percent. The program has set a goal of increas-
ing market share to 62 percent by 2000. Activi-
ties funded by the Cotton Research and Promo-
tion Program continually result in the develop-

ment of innovative processes and treatments for
cotton. Success in these programs helps to main-
tain cotton’s leading edge in the fiber market.

International Market Development

Cotton Incorporated
Cotton Incorporated’s overseas operations be-
gan in 1973, with the purpose of expanding ex-
port markets for U.S. cotton by providing tech-
nical and marketing assistance abroad. Cotton
Incorporated maintains headquarters in Raleigh,
North Carolina, with other offices in New York,
Los Angeles, Dallas, Basel Switzerland, Osaka
Japan, Mexico City Mexico, Shanghai China,
and Singapore. Overseas activities include tech-
nical servicing to mills to overcome processing
problems, introduction of new fabric and ma-
chinery technology, and the presentation of color
fabric trend forecasting.

Cotton Council International
Cotton Council International (CCI) is the export
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promotions arm of the National Cotton Council
of America. CCI’s primary mission is develop-
ing markets for U.S. cotton exports of cotton
fiber and value-added cotton products through
cooperation with the U.S. Department of Agri-
culture, industry groups and firms in program
countries. CCI’s headquarters is in Washington,
D.C., with overseas offices in Hong Kong, Ko-
rea, and the United Kingdom.

CCI is now operating advertising programs for
100 percent cotton products containing a ma-
jority of U.S. cotton under the COTTON USA
program. This program reaches over one billion
current and potential customers of U.S. cotton
in more than 50 countries worldwide. Special
projects have been undertaken to encourage cot-
ton consumption around the world. Examples
include foreign cotton spinner and
manufacturer’s representative’s orientation tours
to the United States; trade missions of produc-
ers, exporters and government representatives
from the United States to consuming countries;
and conferences and seminars on cotton trade,
processing, and promotion.

List of USDA Web Sites
FAS Cotton Group: http://www.fas.usda.gov/
cots/cotton.html

Cotton and Wool Outlook (CWS): Economic
Research Service, U.S. Department of Agricul-
ture. Description: Monthly. Provides informa-
tion and statistics on domestic and world cotton
and wool production, consumption, export sales,
use, and prices, including data on raw fibers and
textiles. http://usda.mannlib.cornell.edu/reports/
erssor/field/cws-bb/

USDA Economics and Statistics System: Con-
tains nearly 300 reports and datasets from the
economics agencies of the U.S. Department of
Agriculture. These materials cover U.S. and in-
ternational agriculture and related topics. Most
reports are text files that contain time-sensitive
information. Most data sets are in spreadsheet
format and include time-series data that are up-
dated yearly. http://usda.mannlib.cornell.edu/

USDA Baseline: Longrun projections for the
U.S. agricultural sector through 2009. Projec-
tions cover selected agricultural commodities
and agricultural trade, and aggregate indicators
such as farm income and food prices. As
“baseline” projections, they represent one plau-
sible scenario for the next ten years, and reflect
both model results and judgment. The projec-
tions assume no shocks and are based on spe-
cific assumptions for the macroeconomy, policy,
weather, and international developments. http://
www.ers.usda.gov/briefing/baseline/

AMS The Cotton Program: The program pro-
motes the orderly and efficient marketing of
cotton by preparing, distributing, and encour-
aging the use of universal cotton classification
standards, and by providing cotton classifica-
tion and market news that meet the needs and
expectations of the cotton and textile industries.
http://www.ams.usda.gov/cotton/index.htm

USDA AMS Market News Reports - Cotton
Reports: AMS provides current, unbiased price
and sales information to assist in the orderly
marketing and distribution of farm commodi-
ties. Reports include information on prices, vol-

ume, quality, condition, and other market data
on farm products in specific markets and mar-
keting areas. Reports cover both domestic and
international markets. The data is disseminated
within hours of collection via the Internet and
made available through electronic means, in
printed reports, by telephone recordings and
through the news media. http://
www.ams.usda.gov/cotton/mncs/index.htm

USDA - National Agricultural Statistics Ser-
vice Reports by Commodity: http://
www.usda.gov/nass/pubs/estindx1.htm#cotton

World Agricultural Outlook Board WASDE
REPORT: The World Agricultural Supply and
Demand Estimates (WASDE) report is available
electronically within one hour of release. http://
www.usda.gov/oce/waob/wasde/wasde.htm

Farm Service Agency (FSA): The Farm Ser-
vice Agency provides “Program Fact Sheets” in
Portable Document Format (PDF) on all com-
modity programs including cotton. http://
www.fsa.usda.gov/pas/publications/facts/
pubfacts.htm

Export Credit Guarantee Programs: The
Commodity Credit Corporation (CCC), U.S. De-
partment of Agriculture, administers export
credit guarantee programs for commercial fi-
nancing of U.S. agricultural exports. The pro-
grams encourage exports to buyers in countries
where credit is necessary to maintain or increase
U.S. sales, but where financing may not be avail-
able without CCC guarantees. http://
www.fas.usda.gov/excredits/exp-cred-guar.html

U Z B E K I S TA N
C O T T O N  S I T U AT I O N

Introduction
The Republic of Uzbekistan is the largest cot-
ton producer in Central Asia, ranking fifth in
the world as a cotton fiber producer and second
as exporter. The important place of Uzbekistan
in the world cotton industry and its significant
influence are due to the large amount of cotton
it produces and exports. The policy of maintain-
ing cotton production and export volumes at a
stable level pursued by the Uzbek government
is aimed at defending the country’s position in
the regional and world cotton markets.

Cotton cultivation is an ancient art in Central
Asia. Since antiquity, the inhabitants of what is
now Uzbekistan have grown cotton, a crop de-
manding expert knowledge, experience, indus-
try and perseverance. At the same time, the cot-
ton industry is one of the most dynamic sectors
of the Uzbek economy.

The government of the Republic of Uzbekistan
takes pains to reform and improve the cotton

industry in all its components, from the field to
the textile factory. Steps are taken to increase
cotton yields and improve the efficiency of farm-
ing operations, including experimental programs
involving foreign partners under way in several
regions of the country. Uzbek breeders have
achieved considerable success in developing new
cotton varieties that are early-maturing, high-
yield, pest- and disease-resistant, which readily
lend themselves to mechanical treatment and
harvesting and are superior in quality and high
fiber yield.

The World Bank and the Bank of Reconstruc-
tion and Development have funded successful
ongoing projects to improve quality in each link
of the production chain–from more effective
methods of seed breeding to an improved cotton
certification system. One of the tangible results
of this activity is SIFAT, the Uzbek Cotton Fi-
ber Certification Center, set up by the govern-
ment.

The textile industry is being restructured to be
able to handle large amounts of domestically
produced cotton fiber and expand the volume of
export-oriented high value-added products. Joint
ventures with foreign companies account for
most of the cotton fiber consumed by the rap-
idly growing textile industry of Uzbekistan, sub-
stantially boosting the quality of the products
manufactured in the Republic and improving its
competitive position in the world market.

After Uzbekistan gained independence, one of
the government’s priorities was to maintain the
competitiveness of Uzbek cotton in the world
market. The Ministry of External Economic
Relations of the Republic of Uzbekistan
launched a flexible export policy aimed at
mounting an extensive marketing effort; secur-
ing a wider range of alternative financing mecha-
nisms; expanding the geographical reach of
Uzbek cotton exports by maintaining uniform
prices for buyers in strategic markets; and con-
ducting effective pre-shipment inspections.
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Production
Cotton has been grown in what was eventually
to become Uzbekistan for over two millennia. It
was cultivated in today’s Samarkand, Tashkent
and Khoresm Regions as far back as the 7th–
6th centuries B.C. Late in the 19th century, the
cotton industry of Uzbekistan was given a ma-
jor boost by the construction of a railway that
connected Turkestan, as Central Asia was known
in those days, with the Russian industrial cen-
ters and by the introduction of new, highly pro-
ductive cotton varieties. The fist ginning plants
and cotton oil mills were built. In 1890, over
100,000 hectares were planted to cotton; by
1913, the area under cotton had grown to
424,600 hectares, which yielded 517,200 met-
ric tons of raw cotton.
In 1980, the area planted to cotton had grown to
1,877,700 hectares, including 125,600 hectares
under extra long-staple varieties; the average
yield had increased to 33.3 (100-kg) hundred-
weight per hectare (28.5 hundredweight per hect-
are for extra long-staple cotton); the total crop
of raw cotton amounted to 6,245,000 metric tons,
including 357,500 metric tons of extra long-
staple varieties.
After Uzbekistan became an independent repub-
lic, the government declared its resolve to step
up the rate of economic reform in agriculture
and improve agricultural production techniques.
One of the principal tasks of the agrarian policy
in the cotton sector consists in developing a set
of measures that would ensure that cotton is har-
vested not later than the latter part of October.
The need to complete the harvesting campaign
within that time frame is dictated above all by
economic considerations as well as by the fact
that weather conditions deteriorate drastically
around that time of the year. Research conducted
over many years in all soil and climatic zones of
the Republics suggests that October is the best
time to plant winter cereal varieties. Further-
more, the highest yields of such crops are
achieved where planting is done in a freshly
ploughed field rather than a cotton plantation.
Cotton and other crops are raised by use of arti-
ficial irrigation. The area annually planted to
cotton in Uzbekistan amounts to 1.5 million hect-
ares; the average yield per hectare is 800 kilo-
grams of raw cotton.
The prevailing climatic conditions in the Repub-
lic are conducive to growing both middling and
long-staple cotton cultivars. The cotton crop is
delivered on a contractual basis to ginning plants
and procurement centers run by the
“Uzlakhtasanoatsotish” joint-stock association.
The Republic’s limited water resources and the
relatively fast growing shortage of irrigation
water will be one of the challenges of the future.
Hence the need for the implementation of effi-
cient water-saving technologies in agriculture.
In general, the Uzbek cotton sector started out
with low-yield varieties and thus failed to meet

the requirements of the textile industry demand-
ing strong yarns. Progress was unthinkable with-
out developing new cultivars distinguished by
virtue of high potential productivity and yield-
ing high-quality fiber. Thanks to the persever-
ance of Uzbek researchers, over the last six de-
cades staple length has increased from 27.0 mm
to 33–34 mm and fiber yield has been boosted
by 5–6 percent. Metric count has also increased
while the size of cotton bolls has grown from
4.5 grams to 6.5–7.0 grams.

The ginning industry of Uzbekistan comprises
127 gins and 504 procurement centers equipped
for pre-drying and pre-cleaning raw cotton. The
available installed capacity is capable of pro-
cessing between 4.0 million and 5.0 million
metric tons of raw cotton per year and produce
1.3 million to 1.5 million metric tons of cotton
fiber.

As distinct from other cotton-producing coun-
tries, in Uzbekistan all the steps of the produc-
tion process, from acceptance and storage of raw
cotton to quality evaluation and shipment of the
finished products as well as preparation of cot-
tonseed for planting, are done at the gins.

Scientists are developing flexible cotton process-
ing technologies that would ensure a consistently
high quality of the product irrespective of the
characteristics of the raw material. In order to
improve cotton yields and seed quality, a lineup
of specialty equipment has been designed to-
gether with new technology for reducing the
fuzziness of the seeds. This unique technology
without parallel in the world produces low-fuzz
seeds exhibiting the advantages of bare seeds
while at the same time being protected by the
fuzz in the physiologically most vulnerable por-
tion, the micropyle, which imparts excellent

weather resistance to the seeds and allows ex-
panding their geographical reach. Much has to
be done to alleviate the environment and move
ginning plants out of major population centers
and relocate them elsewhere.

The ginning industry of Uzbekistan is currently
undergoing a major restructuring with a view to
improving the competitiveness of Uzbek cotton
and raising its profile in the world market.

Consumption
The textile industry is one of the leaders of the
consumer-goods sector of the Republic. It com-
prises 17 subsectors manufacturing a wide range
of fabrics, clothes, rugs, leather goods and hab-
erdashery.
In 1996 and 1997, the government passed two
decrees (“Steps to Ensure State Support of the
Textile Industry” and “Steps to Enable the
Uzbeklegprom Association to Enter into Joint
Ventures with Foreign Companies,” respec-
tively) that launched a program of modernizing
the industrial base and attracting foreign invest-
ments. The success achieved under these pro-
grams has set the stage for further progress over
the period from 2000 to 2005.
In 1994, the overall level of capital investments
in the textile industry was a measly $5.25 mil-
lion. By 1998, it had grown to $125.4 million;
and according to realistic estimates, over the next
five years this indicator could reach $200 mil-
lion per year.
In 1994, the textile industry boasted just three
joint ventures that accounted for about 2 per-
cent of the total production volume. By 1999,
the share of the joint ventures in the total output
of the sector had registered a nearly tenfold in-
crease.
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The growth of direct investments has markedly
boosted the exports of textile goods. Thus, from
1995 through 1998, the volume of exports had
more than doubled; in 2000, total exports have
increased to $79 million.
Prior to 1991, there were just four major textile
plants in the Republic; they were located in
Tashkent, Bokhara, Andizhan and Fergana. Over
the last five years, nine large cotton-processing
enterprises have been built, including three joint
ventures (Kabul-Uzbek Co., Kasansai Tekmen
and Papfen). A total of $354.6 million has been
invested in these plants.
All the enterprises of the sector have been con-
verted to joint-stock companies, considerably
increasing the accountability of management and
forcing it to drastically change its style of lead-
ership.
The program of retooling, modernization and
total restructuring of the enterprises belonging
to the Uzbeklegprom Association for the years
2000-2005 is designed above all to boost their
export potential. Another important goal, how-
ever, is to achieve a measure of import substitu-
tion so as to cut back on textile imports and re-
alize foreign currency savings. In 1997, the pro-
duction volume in this category was $27.7 mil-
lion; in 1998, it increased by 2.1 times; in 1999,
it reached $64.3 million.
According to plans, during the 2000-2005 pe-
riod, twenty cotton textile plants will be retooled
and modernized; five more plants will be com-
pleted and a new one built. The primary objec-
tive is to improve the quality and expand the
product range.

Exports
The cotton fiber market spans six continents and
comprises many components, from producers to
consumers, with numerous economic entities
operating in each component. Like other cotton
producers, Uzbekistan seeks to stay competitive
and boost its market share. Acutely aware of how
important it is for the cotton market to ensure
the transparency of its operations and maintain
its stability as well as to protect the rights of its
participants, Uzbekistan sponsored an interna-
tional conference, “Cotton 2000 Uzbekistan,”
with the assistance of the International Cotton
Advisory Committee and “Cotton Outlook.”  The
conference helped develop a single action plan
conducive to the stabilization and further im-
provement of the cotton fiber market; it also
served as a forum for establishing new direct
contacts between producers, sellers and consum-
ers of the “white gold.”
Uzbekistan pursues policies aimed at maintain-
ing stable production and export volumes,
thereby providing for stability in the Central
Asian regional cotton market and world trade
as a whole. The quality of Uzbek cotton is evalu-
ated by use of national samples conforming to
the state standard. The HVI testing data will be

transmitted to SIFAT headquarters in Tashkent
whose database will contain comprehensive in-
formation about the availability and quality of
the domestic cotton fiber earmarked for export.
Access to this database will be open to all buy-
ers and sellers of Uzbek cotton.
All in all, nine types of lint have been estab-
lished; their characteristics are given in Table 1.

The first five types, 1a to 3, ranging from 43
mm to 38 mm in staple length, are classified as
long-staple cotton, while the remaining four
types, 4 to 7, of staple length from 37 mm to 32
mm, come under the middling category.
The color and maturity of cotton determine its
grade. There are five grades each in the mid-
dling and long-staple categories. The grades are
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designated by the Uzbek ordinals: Birinchi,
Ikkinchi, Uchinchi, Turtinchi, and Beshinchi.
The descriptions of the various grades are given
in Table 1.

The Birinchi grade is assigned to normally ma-
tured cotton, undamaged by adverse weather
conditions. The remaining grades differ by the
presence of spots, deterioration of the external
appearance of the lint and its maturity.

The basic micronaire index for the Birinchi and
Ikkinchi grades is set in the range from 3.5 to
4.9. Outside of this range, the price is reduced.

The lint class is characterized by the number of
defects and the foreign matter content. The same
system of classification is used both for mid-
dling and long-staple cotton. The Birinchi and
Ikkinchi grades are subdivided into five classes
each; the Uchinchi and Turtchinchi grades are
each subdivided into four classes each; and the
Beshinchi grade falls into three classes (21
classes in all). The classes are designated by the
Uzbek adjectives: Oliy, Yakhshi, Urta, Oddiy and
Iflos (Higher, Good, Fair, Ordinary and Waste,
respectively). Each class in each grade is char-
acterized by a specified foreign matter content.

The numbers in Table 2 stand for the total for-
eign matter content of cotton lint, comprising
fiber fragments in the form of strands, crushed
seeds or seed skin with attached fibers, nodules
and immature small seeds as well as leaf and
stalk fragments.

Direct determination of the defects and foreign
matter content of cotton lint involves laborious

manual analysis and is done rarely. So in order
to rapidly assess the foreign matter content of
various lint grades, use is made of samples. They
are prepared in the form of five boxes accom-
modating all classes of cotton belonging in the
same grade. Each class is represented by two
cells.

Available range of cotton lint in terms of
types, grades and classes
Of the nine possible types of cotton only three
are produced in Uzbekistan in commercial quan-
tities. The cotton acreage is dominated by the
5th-type varieties, which account for 80 percent
to 82 percent of the total plantings. The 4th-type
cotton varieties are planted over 16 percent to
17 percent of the area assigned to cotton, while
varieties producing long-staple cotton mostly of
the 3rd-type account for at most 2 percent of the
plantings.

Table 3 presents the characteristics of cotton fi-
ber produced by the most widespread cultivars.

The cotton fiber produced in Uzbekistan is
known for its excellent length and strength. The
micronaire index of all varieties, except for
Fergana-3, ranges from 3.5 to 4.9. The Fergana-
3 cultivar will be discontinued after the 2001
crop is harvested.

Table 4 shows a typical breakdown of the an-
nual cotton crop by grades and classes. Since
the bulk of the crop is handpicked, the domi-
nant varieties are Oliy, Yakhshi and Urta classes
of the Birinchi grade, which account for over
60 percent of the total annual lint volume pro-
duced.

Thus, the ginning industry of Uzbekistan cur-
rently finds itself in the midst of managerial and
economic restructuring designed to raise the pro-
file of Uzbek cotton and improve its competi-
tiveness in the world market through the use of
advanced technologies and improved coordina-
tion of all components of the agro-industrial
complex on the basis of market mechanisms.

S TAT E M E N T  F R O M  T H E  M I N I S T R Y  O F  F O R E I G N  E C O N O M I C  R E L AT I O N S

The geography of the cotton fiber world market
unites six continents and includes a great diver-
sity of segments, beginning with producers and
ending with consumers, each of which accom-
plishes highly valued economic activity. Uzbeki-
stan, as one of the leading cotton producers in
the world, is interested in further promotion of
its cotton production within the world market
and facilitating processes leading to such a goal.
In 1992 Uzbekistan became a member of the
international Cotton Advisory Committee. The
participation in the work of the Committee pro-
vided an exchange of valuable scientific and
technical information not only for producers of
cotton but also for scientists, consumers and
exporters.
Uzbekistan with the assistance of the Interna-
tional Cotton Advisory Committee and the pub-
lishers of “Cotton Outlook” came up with a pro-
posal to hold the International Conference “Cot-
ton 2000—Uzbekistan.” We take this opportu-
nity to thank Mr. Terry Townsend, Mr. Ray But-
ler, Mrs. Galina Fischer, as well as the Director
General of the Liverpool Cotton Association Mr.
Robert Williams, for their help in organizing and
taking part in the conference in Tashkent. We

hope that the conference helped to work out and
correct algorithms promoting stabilization and
to further improvement of the situation in the
cotton market. In addition, the conference was
a great opportunity to establish new and direct
contacts among producers, sellers and consum-
ers of the “white gold.”
The forecast of production in Uzbekistan for the
year 2000 is regrettably lower than expected.
This is mainly due to lack of water during the
ripening period and heavy rains during harvest.
Quantitatively, this years’ production will be sub-
stantially lower than the forecast (3.9 million
tons of cotton). The export figures supplied by
our Ministry are 790,000-800,000 tons, which
is lower than last years’ total by 150,000-
200,000 tons.
Now, let us address the latest changes in the cot-
ton sector of the economy of Uzbekistan over
the last year.
One of the priority objectives of the cotton agrar-
ian policy is the development of complex mea-
sures to accomplish cotton-picking by the end
of October. The necessity to accomplish harvest
by this date is dependent on the worsening of
weather conditions, but the priority is focussed

on economic expediency. As longstanding ex-
perience in scientific research by institutes of
the Republic show, the optimal period of winter
corn sowing is in October. The highest crop yield
is sowed in ploughed fields, not in growing cot-
ton plants.
The development of cotton cultivation, the in-
crease of production, and quality improvement
are directly linked to selection and seed grow-
ing procedures. More recently, the use of pre-
selected cottonseed has provided promising in-
creases in the natural yield of each plant. On the
basis of the best scientific and technical research,
it has been proven that Uzbek cotton plants yield
the highest percentage of cotton at the rate of
32-32,5%.

COTTON GINNING
Over recent years most cotton gins have renewed
the bulk of their technical equipment. Processes
linked to storage-transport activities, drying,
cleaning, garnering of the cotton plant, linger-
ing, cleaning of seeds, and linotype and pack-
aging have all been updated. The re-development
and mechanization of mills has reduced labor-
intensive processes.
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The ginning industry of Uzbekistan includes 130
plants. Cotton gins provide reception and stor-
age facilities for raw materials, initially process-
ing and then shipping out finalized goods as well
as preparation for sowing of seeds.
The production capacity of the plants enables
them to process 5 million tons of seedcotton over
a year during a three shift schedule.
All cotton gins are privatized and are indepen-
dent open joint-stock companies.
People in the industry work toward increasing
the quality of Uzbek cotton fiber using repro-
ductive technologies on various seed types.
According to the Technical Requirements and
Development of the Cotton Ginning Industry
Program to 2005, an intensive restructuring of
all cotton gins is forecast over the next five years.
The main objective is to re-equip all plants with
new resource-preserving technologies, enabling
them to cut production costs and boost overall
efficiency. The result of reconstructing all 21
plants will be an overall increase in production
of 20%. Also, overhead expenses will decrease
to 1 ton of production.
Exports of fiber in 1999 were around 900 thou-
sand tons. In accordance with a law of the Re-
public of Uzbekistan on “Certification of Pro-
duction and Services,” SIFAT, the independent
Uzbek center for quality, is in charge of cotton
fiber certification and guarantees the quality in-
dex of cotton fiber supplied by the Republic.

TRADE
The current situation in the world market is char-
acterized by a non-balanced supply and demand
situation. Last year, the economic crisis caused
by the textile recession brought the price of cot-
ton fiber down to 44 cents per pound. As with
all other cotton exporters like Australia, the
countries of Western Africa, Argentina and
Greece, the Republic of Uzbekistan was also
heavily influenced by this economic crisis.
The analysis of the 1995-2000 seasons shows

strong fluctuations in the dynamics of cotton
prices worldwide. During this period, prices
varied from a maximum of 110 cents per pound
in April 1995 to a minimum of 43.75 cents per
pound in December 1999.
In our opinion, such sharp changes in the mar-
ket do not allow producers and exporters to form
long term projects. These situations appear pe-
riodically and obviously rise the issue of how to
protect producers and exporters from unexpected
world price fluctuations. The issue has been dis-
cussed by the world cotton community several
times but consensus was not reached because
the world market situation stabilized later.
However, a substantial drop in prices that took
place in 1998/99 (the lowest level in the last
eleven years) forced producers and exporters to
undertake immediate action to protect their in-
terests.
Today, the Uzbekistan delegation would like to
bring this issue for the consideration of the cot-
ton community. We need to discuss and find so-
lutions for such issues as:

• Within the framework of what organization
should the protection mechanism be imple-
mented?

• Should countries-importers be involved in
the discussions?

• Which of the tools mentioned earlier should
be taken as a base (multilateral agreements,
trade quotas, buffer warehouses)?

• Minimum and maximum level of prices to
turn on the hedging mechanism?

• The volume of export quotas?

• The monitoring of fulfillment of obligations
by participating countries?

We understand that the earliest implementation
of this project will allow to guarantee the stabil-
ity of the world cotton market in order to pro-
tect the interests of producers and exporters, and
will help the governments of developing coun-
tries to formulate long-term forecasts of devel-
opment.

The average A Index of the 1998 crop (1998/99
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season) was 58 cents per pound. Because of a
fall in the A Index, the 1999 harvest was only
52.81 cents per pound. From our point of view,
the main reasons for the fall of world prices were
the economic crises in the Asia-Pacific region,
Latin America and Russia that entailed an over-
all fall in the rate of consumption in the textile
industry as well as a reduction in the supply of
cotton fiber.
Uzbekistan’s share in world exports in the new
season remained at the rate of 16-18%. Bearing
in mind the development of the current year’s
harvest, the decrease of cotton production is fore-
casted in the Republic to reach 1 million instead
of the previous 1.2 million tons in the last year.
The main mason behind this fall of production
is extreme draught during growth as well as a
slight reduction of sowing area. The decrease in
production is by no means reflected by the re-
duction of exports to 750,000-800,000 tons. In
this regard, the rate of local consumption is ris-
ing.
Uzbekistan conducts a promotion policy to keep
a stable volume of cotton fiber production. Our
policy in the cotton-producing sphere of our
economy is aimed at:

• Increasing the share of cotton fiber in do-
mestic textile consumption.

• Stimulating cotton consumption worldwide.

• Developing new technologies.

• Searching for ways to decrease cotton pro-
duction costs and improving quality and
technical characteristics.

The policy to increase the effectiveness of cot-
ton exports will also be applied in four other
directions:

1. Optimization of Uzbek cotton
transportation from producer to consumer
Uzbekistan has no direct routes to ocean ports.
This means that the most important factor is the
presence of effective transportation corridors.
The most important factor in the export of cot-
ton will involve the process of freight contain-
ers. The advantage of using containers has been
mentioned repeatedly. Nowadays, the traditional
way of exporting is delivering cotton by train to
the port, where the responsibility of the exporter
ends and the cotton is reshipped and delivered
to its final destination. This method causes some
problems regarding inspection at freight ports
and the safety of cargo in train terminals. There-
fore, it would be reasonable to load the cotton
right after it is pressed, and then transport it by
containers from the gins to their final destina-
tion.
The enormous contribution to the process of
cotton cargo flows via containerization revolves
around the use of container terminals and logis-
tic centers, which enable cargo flows to be di-
rected effectively and rationally. In order to
stimulate further the cotton fiber trade delivered

from Uzbekistan using containers, it is also nec-
essary to upgrade the distribution system and
infrastructure of Uzbek transport routes, espe-
cially when transporting to regions with high
concentration of final consumers.

2. Optimization of export financing
Exports of any product, especially cotton, re-
quire comprehensive financing covering produc-
tion and transportation costs. In today’s global
trade, due to profitable prices and obligations to
produce high quality products, exporters need
rapid receipt of payment with minimal risk, and
for importers it is fundamental to push for long-
term payment. Both contradictions may be bal-
anced by agreement, using the appropriate terms
of payment. However, it is necessary to use the
opportunities given by financial institutions and
banks. Nowadays, payments from world trad-
ers provide the main finance share of cotton fi-
ber exports. However, the increasing experience
of export companies, reputed growth in markets,
and larger banks bring up the issue of alterna-
tive approaches to export finance, partly the is-
sue of receiving the credits by Uzbek export
companies.

3. Improvement of trustworthy qualitative
evaluation

For more than a year Uzbekistan has been car-
rying out pre-shipment inspections on all its
cotton exports and is also applying the fiber clas-
sification system in accordance with world stan-
dards. Work in this direction is being undertaken
by the recently created independent Uzbek cer-
tification and quality control center, SIFAT.

Since the beginning of the 2000/01 season, all
cotton freighted for export must pass these labo-
ratory tests.

SIFAT’s regional laboratories are located in each
of the 13 regions of Uzbekistan.

All cotton being packed in the Republic must
pass quality controls on systems like HVI to
determine length, color, micronaire and other
characteristics. This information is added to the
final value and quality of the cotton. The HVI
inspection data is delivered to SIFAT’s head of-
fice in Tashkent, where it is stored on a com-
puter along with all other cotton files for the
Republic. The information is accessible to both
salesmen and consumers of Uzbek cotton.

4. Creation of trade companies
The forth and main direction of cotton export
development is the creation of new Uzbek trade
companies with the opportunity of working in
world consumption markets. A good example
may be Uzdun A. G, a joint marketing company
whose functions are to promote Uzbek cotton in
the global market and to improve its conjunc-
ture. In four years of existence, the company has
taken a stable place in the global market and
has won a reputation for being a trustful part-
ner. Moreover, it has opened Uzprom-
mashimpex, a representative office in Moscow,
which we hope will make a real contribution to
the development of Uzbek cotton and first of all
to the Russian market.

The issue of establishing the presence of Uzbek
companies in the Far East market is being con-
sidered.

It is impossible to talk about the export of cot-
ton as a single process without considering is-
sues that reflect the development of the cotton
producing sphere in the Republic’s economy, as
all efforts are consolidated and directed toward
increasing the effectiveness of the whole branch.
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Z I M B A B W E
THE ECONOMY

The Zimbabwean economy has remained resil-
ient in the face of current macroeconomic pres-
sures. High inflation and interest rates have char-
acterized the economy and this has led to lim-
ited economic growth of about 2% over the past
few years. The Economic Recovery Programme
currently under implementation is aimed at ad-
dressing these imbalances, thereby providing a
conducive environment for increased investment
and production. Overall economic growth con-
tinues to be driven to a large extent by the agri-
cultural sector, which has averaged a growth rate
of 5.4% per year over the last five years, con-
tributing 15.3% to GDP and about 44% to total
exports.

THE COTTON INDUSTRY
The cotton sector was a key sector within
Zimbabwe’s economy in terms of its contribu-
tion to the GDP, employment and export earn-
ings in 1999. This contribution is projected to
increase significantly in 2000. More than
200,000 farmers and their families derive their
livelihood directly from cotton farming and there
is a small and vibrant textile industry that con-
sumes almost 20% of the national cotton pro-
duction.

The cotton industry in Zimbabwe is well struc-
tured and self-regulated by the industry-funded
National Cotton Council. The totally deregulated
cotton industry has been a major success in the
government’s attempt to deregulate and priva-
tize key parastatal organizations. However, re-
search is still being mainly undertaken by the
government but calls for its commercialization/
privatization, or at least the participation of the
private sector, have increased recently in view
of inadequate funding

In spite of the economic challenges facing the
country, the cotton sector has fared reasonably
well largely due to benefits derived from lint
exports. A total of five companies of which The
Cotton Company of Zimbabwe is the largest
player, compete in the purchase, ginning and
marketing of the cotton crop, lint and ginned
seed.

Total direct earnings from cotton in 2000/01 are
expected to exceed US$150 million.

The 2000 Season
Input costs and interest rates have continued to
increase for Zimbabwe’s farmers. However, cot-
ton has been seen as a crop where the local dol-
lar price has tended to keep up with these in-
creases. Seed sales were higher again and
plantings in 1999/00 were a record at 363,000
hectares. The smallholder communal and re-
settlement farmers grew more than 80% of this

area. Large-scale commercial farmers reduced
their plantings by 40% and their contribution to
the national production declined proportionately.

The season itself was characterized by a normal
start in mid- to late November in all areas, fol-
lowed by a prolonged dry spell until New Year.
Rainfall thereafter was good in all areas and the
season extended through April and May and even
into June in some areas. The potentially devas-
tating effects of Cyclone Eline in February were
largely confined to the southeast overall, and
although heavy rain and flooding in low-lying
areas lowered irrigated yields dramatically, its
overall effect on national production was negli-
gible. However, there was major structural dam-
age in terms of destroyed bridges and washed-
away irrigation infrastructure.

Crop Intake
The final crop at 353,000 tons of seedcotton was
a record, exceeding the previous best in 1988
by 30,000 tons. Many commercial farmers re-
corded their best yields and a few achieved yields
in excess of 4,000 kg/ha, which compares with
the national average for commercial farmers of
1,800 kgs/ha. Similarly, many smallholders
achieved yields in excess of 3,000 kg/ha under
dryland conditions, which compares very favor-
ably with the national average yield in recent
years of between 800-900 kgs/ha.

The return of seedcotton per unit of seed sold at
40:1 is more than double that prevailing in most
sub-Saharan African countries and is a reflec-
tion of adapted varieties, good seed quality, re-
liable input supplies and a good rainy season.

Research
The government-run Cotton Research Institute
is now receiving royalties from Quton Seed
Company (a wholly owned subsidiary of The
Cotton Company), which has the rights to com-
mercialize all the varieties released so far. To-
gether with funding from the European Union’s
Stabex Fund, the Institute has access to suffi-
cient funds for running expenses and immediate
capital requirements. Consultations are under-
way between government and stakeholders in
the cotton industry to commercialize the activi-
ties of the Institute and give it more freedom of
operation. This is expected to provide more con-
fidence to players in the cotton industry and en-
sure that the Institute retains experienced pro-
fessional research staff.

Varieties
Optimism in the cotton sector has been boosted
by the performance of the recently released va-
rieties Albar FQ 902 and Albar SZ 9314, both
of which give high seed cotton yields, have lint
outturns in excess of 40% and produce good

quality fiber. In addition, some long staple se-
lections have proven adaptable to dryland and
irrigated conditions, opening up more areas to
develop cotton for niche markets. The excellent
breeding achieved by the Cotton Research In-
stitute has allowed the country to reduce the
number of varieties offered to a more manage-
able level of three main ones in the major cotton
growing areas, with three specialist varieties for
the long staple market.

Several regional locations have started tests of
Zimbabwean varieties and very positive results
were achieved in Malawi, Tanzania and
Mozambique, where the Zimbabwean material
outyielded local varieties by 30% and had higher
lint outturns and better fiber quality. The Zim-
babwean material had better jassid resistance and
tolerance to some important diseases such as
bacterial blight, alternaria leaf spot and
ramullaria than did most of the local varieties
under test in these countries.

Seed Production
Seed certification is controlled under the author-
ity of Seed Services in the Department of Re-
search and Specialist Services in the Ministry
of Lands Agriculture and Rural Resettlement.
Quton Seed Company has been appointed as a
certifying agency for cottonseed and the com-
pany has also registered its laboratory for seed
testing.

All cottonseed in Zimbabwe is certified and is
produced through a state of the art dilute acid
process. For the first time, all seed produced in
2000 has been treated with fungicides and a
newly registered aphicide seed treatment is be-
ing tested in the market as well. Results in the
last three seasons have given up to 30% better
yields for the aphicide-treated seed.

Inputs Scheme
The Cotton Company has expanded its inputs
scheme where growers are supplied on-credit
farming inputs and cash for recovery from the
proceeds of seedcotton sales. The scheme has
proved very popular with growers and this sea-
son a total of over Z$1 billion will be invested
in the scheme in cash and kind. Other ginning
companies also operate their own schemes and
have had a positive impact on cotton produc-
tion.

Marketing
Several ginning and marketing companies are
offering growers the opportunity to contract the
ginning of their crops and to market the prod-
ucts by direct exports or sales to local spinners.

Many certified seed producers are expected to
take this opportunity to contract-gin and market
the lint and seed separately. Large-scale com-
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mercial farmers produce most of the seed and
they have responded positively to this move.
However the bulk of the seedcotton produced in
Zimbabwe is marketed through the various sea-
sonal pool options offered by the ginning com-
panies. Under these options growers get payment
on delivery of their seed cotton.

Over 98% of the total Zimbabwean cotton crop
is hand-picked and carefully handled to ensure
that only lint of the highest quality is produced
to meet the needs of a small but discerning cli-
entele. About 80% of the country’s production
is exported to Europe, the Far East and South
Africa, whilst the local textile industry consumes
the remaining 20%.

Cottonseed is mainly consumed locally by oil
expressors and stockfeed manufacturers al-
though a small quantity is exported each year to
South Africa for similar purposes.

Ginning Facilities
There are three ginning companies operating
twelve gins in the country and two have export
processing zone (EPZ) status. The advantages
of EPZ status is that gins are regarded as exter-
nal entities and they benefit from favorable fi-
nancial incentives and tax concessions.

The country has only one roller-gin with a ca-
pacity of 15,000 tons per year. There is a total
ginning capacity of 375,000 tons of seedcotton
annually and, for the first time, production in
1999/00 has been sufficient to meet the installed
capacity.

PROSPECTS
• Zimbabwe continues to approach biotech-

nology cautiously. The Biosafety Board of
Zimbabwe has recently approved an appli-
cation to conduct tests on genetically modi-

fied Bt cotton under field conditions in the
forthcoming season. After two or three sea-
sons of field tests a decision will be made
on the future commercialization of GE cot-
ton, taking into account the needs of the
market, the industry and growers.

• Planting of the 2000/01 crop has just started
and area is expected to increase owing to
the bullish cotton price on world markets,
the weak exchange rate, higher yields ex-
pected from new varieties and additional
marketing options being offered.

• The interest in cotton farming continues to
grow. Land resettled by smallholders in suit-
able cotton growing areas is almost certain
to be used extensively for cotton production.
In the large-scale commercial sector, farm-
ers have increased the area under cotton in
2000 and, given normal rains, another large
crop will be achieved.

* * * * *
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COUNTRY REPORTS FROM NON-MEMBER
GOVERNMENTS ON THE COTTON SITUATION

A N G O L A
INTRODUCTION

Cotton (Gossypium spp L.), grown in over sixty
countries, is one of the most important cash crops
in the world. The fiber is used universally as a
textile raw material while cottonseed is a major
source of vegetable oil and cottonseed cake, a
source of high-quality protein for stockfeed or,
with careful processing, for human consump-
tion. Cotton plays a vital role in the economies
of many developing countries in Africa, Asia and
Latin America, earning foreign exchange and
providing employment for millions of people in
the agricultural and related processing and tex-
tile subsectors. Foreign exchange earnings may
come from the direct export of raw cotton or
from the export of value added cotton-based tex-
tiles.

The history of cotton production in Angola dates
from 1932. However, organized cultivation
started in 1961 after the Portuguese colonial re-
gime created the Institute of Cotton of Angola
(IAA) whose functions were to assist farmers in
solving production-related issues and to moni-
tor the overall process, from production to pro-
cessing, storage, export, marketing, etc.

After Angola’s independence in 1975, some ar-
eas of the country continued producing cotton
but in lesser intensity, and during the last de-
cade cotton production was confined to very
small areas.

The purpose of this report is to take advantage
of our participation in the 59th Plenary Meeting
of ICAC to try to arouse the attention of donors,
scientists and businessmen to the open opportu-

nities that cotton production offers in Angola
and start the establishment of new partnerships
in developing future strategies for cotton pro-
duction in the country.

IMPORTANCE OF COTTON IN
ANGOLA’S ECONOMY

Cotton is one of the cash crops contributing to
the country’s income flow, especially in the past.
Compared to other field crops, in 1970 cotton
was fourth in export revenues after timber, cof-
fee, and sisal (Table 1).

The importance of cotton in the Angolan
economy is basically confined to the use of its
fiber in the textile industry in the Benguela (Af-
rica Textil) and Luanda (Textang I, II) provinces,
and the oil industry in Luanda (Induve), creat-
ing many jobs and employment opportunities.

Cotton products and sub-products are widely
used in generating small business amongst lo-
cal inhabitants.

Angola used to be an important cotton producer
amongst African countries. Production has de-
clined largely due to lack of appropriate poli-
cies; use of old varieties; lack of production,
processing and storage facilities; competition
with other crops; and the collapse of the
country’s largest textile factories since the late
1980s.

AREA
Prior to independence, Angola practiced both
irrigated and rainfed cotton production in dif-

ferent agroecological zones as follows: Region
I - Luanda (6,060 ha); Region II - Quicama;
Region III - Kwanza Norte and Libolo (576 ha);
Region IV - Malange and Mussende (25,500 ha);
Region V - Kwanza Sul (15,930 ha) and Region
VI - Benguela, Huila and Mocamedes (3,300 ha).

Lint production ranged between 158 MT in
Kwanza Norte up to 17,884 MT in Malange
(Malange, Cacuso, Quela and Cunda). Kwanza
Sul, Luanda and Benguela, Huila and
Mocamedes contributed with 17,052, 2,570 and
3,510 MT respectively in 1969. The increase in
production resulted from area expansion on one
hand and better crop and pest management prac-
tices (see maps) on the other.

By 1970 Angola had two groups of farmers,
small-scale and commercial, with the first group
being composed of 36,830 farmers while the
commercial farmers were only 573. In 1975,
small-scale farmers were producing 16,576 MT
in 28,312 ha. Commercial farmers, on the other
hand, had 43,250 ha with an overall lint pro-
duction of 43,480 MT. In 2000 the country has
a total area of 71,562 ha producing 60,056 MT,
almost double the 1970 records. The projection
for next season is 86,200 MT, an increase of
about 40%.

Cotton production increased from an annual
average of 22,000 MT between 1966 and 1969
to 48,000 MT between 1971 and 1975.

From 1976 to 1987 production declined and
cotton was concentrated mainly in Baixa de
Cassange, Cacuso and Quela in Malange, and
Icolo e Bengo in Bengo. Recently, the crop
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moved to Dombe Grande in Benguela. However,
very little or no data are available on production
statistics for this period.

The large number of varieties cultivated in
Angola belong to both American and African
groups in species barbadense and hirsutum.
Amongst American cotton, the most popular are
Coker Carolina Queen and Acala SJ2 in Luanda,
Kwanza Sul, Kwanza Norte, Benguela and
Huila, and NC8 and Delta Pine 15 in Malange.
Amongst African cottons, the most important
was 052.

In addition to production, Angola used to carry
out cotton research, and research stations to test

varieties from overseas and study pests and dis-
eases, insecticides and pesticides before being
used in cotton fields, planting methods and tim-
ing of planting, were set up by IAA country-
wide. Unfortunately, after 1975, IAA was closed
down and since then no research has been un-
dertaken except the introduction of a few vari-
eties from the former USSR without prior test-
ing.

MAIN CONSTRAINTS

Abiotic and Biotic Factors
The most limiting abiotic factor to cotton pro-
duction in Angola is the rainfall pattern. In ar-

ANGOLA’S ACTUAL COTTON ZONES eas such as Baixa de Cassange, where the aver-
age annual rainfall reaches 1,200 mm, produc-
tion is higher than in the coastal areas of Icolo e
Bengo, with 500 mm rainfall.

Among the biotic factors, pests are the most
common. Some pests cause heavy loses because
of their number and action in the field and need
to be addressed with special attention.

There are 35 insects that attack cotton in the field
and in storage in Angola. The most important is
Diparopsis tephragrama Hamp. (Angolan boll-
worm), which harms cotton in the coastal areas
and Baixa de Cassange, followed by Heliothis
armigera, Earias insulana, Helopetis bergrothi
Reut, Lygus vosselerie Popp, Dysdercus spp,
Aphis gossypii, acariose and others. All of them
cause damage to plants, leaves, flowers, fruits
and fiber in the larvae and adult insect form.

Infrastructure, Credit and Market
In the past, Angola has reached quite a reason-
able level of infrastructure in the cotton indus-
try (production, processing, storage and market-
ing). Most of the time this infrastructure was
built in areas near production zones to facilitate
access to cotton industry facilities.

Two types of facilities can be underlined: those
for processing raw material into lint, oil and
other products (Group I), and those for trans-
forming fiber into thread and textiles (Group II).

Group I
Infrastructure was installed in Malange
(Malange, Cacuso, Quela, Cunda), Benguela,
Kwanza Sul (Porto Amboim and Sumbe-2),
Icolo a Bengo (Catete) and Kwanza Norte
(Dondo).

Their objective was to clean, peel and gin the
raw material. Facilities in Quela and Cunda
were operational until 1975 while those in
Malange and Cacuso were transformed into
an association (UPHOKA) led by Cotonang,
a Belgian private company, and Cooperativa
Agricola.

Group II
Facilities were built in Luanda (Facobang,
Textang I, Textang II, Fiangol, FIB); Kwanza
Norte (SATEC) and Benguela (Africa Textil).

Their objective was to process yarn for the
clothing industry. Unfortunately, most of this
infrastructure is now out of service.

Cotton produced in Angola was meant basically
for local consumption and only after supplying
two-thirds of the local industry demand were
companies allowed to export the remaining
stocks. The government encouraged farmers to
form rural markets near the areas of production
to facilitate farmers’ access to depots, whole-
sale and retail facilities.

There was a system of credit put in place through
which farmers or farmers’ associations could get
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loans in local banks. However, this system is no
longer in place and cotton growers are facing
tremendous difficulties in financing their activi-
ties.

Other Constraints
The main reason why cotton business failed in
Angola is the instability that remains in most
producing areas such as Baixa de Cassange,
Moxico, Kwanza Norte, Kwanza Sul and oth-
ers. However, in regions like Icolo e Bengo and
Caxito the cause was related to lack of policies,
credit and competition with other field crops,
especially food crops. Cotton production de-
mands a high level of inputs such as pesticides,
fertilizers and water, which small-scale farmers
cannot afford because of high costs, therefore,
during the mid- and late 1980s cotton produc-
tion was stopped.

Also, the closing of the Institute of Cotton of
Angola was another reason for the catastrophic
situation of the crop in the country.

CHALLENGES TO PRODUCTION
With the stabilization of the country it seems
possible to restart cotton production putting in
place short and long-term strategies, first of all
in the coastal areas of the country where stabil-
ity is less vulnerable. Secondly, appropriate poli-
cies and legislation have to be established to at-
tract business investments.

Initially, the government will have to subsidize
some inputs; build communication networks and
processing, storage and market facilities; and es-
tablish partnerships with foreign private sectors,
research institutions, ICAC, and other interested
bodies to come and invest in cotton in Angola.
On the other hand, the rehabilitation of cotton
research should fall within the framework of the
existing Agricultural Research Institute.

ANGOLA’S PAST COTTON REGIONS

I N D O N E S I A
PREFACE

The textile industry in Indonesia is increasingly
developing and becoming an important sector
for foreign exchange. However, the provision of
raw material, especially cotton fiber, depends
mainly on imports. For the last five years, the
average imports of cotton amounted to 454,272
tons or 99.5% of the total needs, with a value of
US$791 million. In the last two years, Indone-
sia has become one of the major importing coun-
tries in the world.

Many efforts about cotton development have
been made in order to meet the domestic need,
however, results have not been as expected. The
highest planted acreage was achieved in 1984/

85 with about 46,360 ha and 8,615 tons, after
which production tended to decline. In 1997/98,
total area was only 22,384 ha and 2,000 tons.
The decline in area is a consequence of low pro-
ductivity and competition with other commodi-
ties such as food crops, lowering farmers’ inter-
est in cotton.

Currently, the productivity of cotton at farmers’
level is only about 300 kg per hectare. The main
problems faced are less availability of adequate
seeds, incorrect supply of agroinputs, pests and
diseases, and lack of farmers’ capital.

DEVELOPMENT OF AREA AND
PRODUCTION

Nowadays cotton is developed through the

Smallholder Cotton Intensification Program
(IKR) carried on in six provinces:

• Central Java (JATENG)
• East Java (JATIM)
• South Sulawesi (SULSEL)
• South East Sulawesi (SULTRA)
• West Nusa Tenggara (NTB)
• East Nusa Tenggara (NTT)

Generally, cotton development encounters many
problems. Due to low productivity and income,
cotton cannot compete with other crops, such as
food crops, that have a better perspective. Con-
sequently cotton areas tend to spread in mar-
ginal lands.
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Cotton area and production for 1993/94—1997/
98 is shown in Table 1.

POTENTIAL AREA FOR COTTON
DEVELOPMENT

Based on a technology study carried out by the
Research Institute for Tobacco and Fibrous
Crops (Balittas), there are about 1.2 million ha
of potential acreage for cotton development
spread in six provinces, which are:

• Central Java 300,000 ha
• East Java 178,000 ha
• West Nusa Tenggara 76,000 ha
• South Sulawesi 520,000 ha
• South East Sulawesi 18,000 ha
• Central Sulawesi 14,000 ha, 400,000 ha

COTTON FIBER NEEDS
In accordance with the textile industry’s increase
in production capacity, the need for cotton fiber
has also increased. However, domestic supply
is only about 0.56% and the rest of the demand
is filled by imports. Since 1997/98, Indonesia
has been noted as a major importing country,
even ranking as the first in the world.

Demand and imports of cotton fiber are shown
in Table 2. Cotton imports by country of origin
are shown in Table 3.

TRANSGENIC COTTON IN
INDONESIA

In view of the limitations of the Indonesian cot-
ton varieties to withstand insect attacks, prima-
rily Lepidoptera sp, there is a need to explore
the development of transgenic cotton in Indone-
sia. However, the effort should take in consider-
ation the environmental safety principle and keep
biological diversity in order to avoid any nega-
tive impact on human beings.

Transgenic cotton was introduced in Indonesia
in 1998 by PT Monagro Kimia after going
through the required laboratory research steps
at the Research Institute for Biotechnology of
Food Crops (Balitbio) Bogor from September-
November 1998. Nowadays, the status of
transgenic cotton in Indonesia is still at an ex-
perimental production adaptation stage in South
Sulawesi, especially for the DP 5.690 Bb vari-
ety.

With the use of transgenic cotton it is hoped that
the problem of low cotton productivity as a re-
sult of high insect attack could be overcome.
Furthermore, it is hoped that increased produc-
tivity and thus farmers’ income will result in
renewed enthusiasm to grow cotton in Indone-
sia.

STRATEGY AND POLICY
The future strategy of cotton development in
Indonesia is pointed to “increasing and devel-

TABLE 1.  ACREAGE AND PRODUCTION

TABLE 2.  DOMESTIC USE AND IMPORTS OF COTTON

TABLE 3.  COTTON IMPORTS BY COUNTRIES OF ORIGIN
1998/99
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oping the active participation of farmers and all
related institutions in an effort to increase farm-
ers’ income and regional income.”

The policy covered is as follows:

• Increase the productivity of area and plant-
ing through the implementation of a full
technology package.

• Increase the professionalism of agents
through the development of “Human Re-
source” and “Technology and Knowledge”
programs.

• Strengthen farmers’ organization by creat-
ing independent cotton associations and co-
operatives.

• Stabilize partnership activity and create
more harmonious relations between related
agents through KIMBUN (Commercial In-
dustry Area of Estates Community) and the
Cotton Cooperative Development Center
(CCDC).

Target
The development target for the next five years

is around 175,000 ha with a production of around
450,000 tons of cottonseed or 150,000 tons of
cotton fiber. The expectation is that these fig-
ures could satisfy around 25% of the demand
for cotton.

Indonesia needs the active participation of in-
ternational institutions in order to achieve im-
provements in science and technology as well
as management of production and marketing of
the crop. We are hopeful that the cooperation of
world cotton consumers and producers will help
to solve many of the problems encountered.

* * * * *


