
73rd Plenary Meeting of the 
INTERNATIONAL COTTON ADVISORY COMMITTEE 

 

MINUTES 
FOURTH OPEN SESSION 

The Outlook for Cotton Supply and Use 
 
 
15:45 hr. Tuesday, November 4, 2014 
Chair: Mr. Chris Parker, Minister-Counsellor, Embassy of Australia 
 
The CHAIR invited the Secretariat to present on cotton supply and use.  
 
Ms. Rebecca Pandolph noted that world ending stocks had increased sharply due to the production 
surplus accumulated in the last five seasons, reaching 13.3 million tons. Ms. Pandolph explained that 
generally when there is a production surplus, prices fall and area in the next season decreases, but 
prices in the last five seasons have been above the historical average for international cotton prices. In 
addition, farmers also take into consideration the prices of competing crops and that cotton was more 
attractive than competing crops in the spring of 2014, contributing to the 3% increase in world area. The 
world area under cotton has ranged between 30 to 36 million hectares in the last decade in response to 
changing prices, while yields have been more stable, averaging around 762 kg/ha. Although area 
increased in 2014/15, world cotton production remained stable due to slightly lower yields. India was 
expected to be the largest producer of cotton in 2014/15, reaching 6.8 million tons while production in 
the United States is set to reach 3.5 million tons, up from 2013/14, but below the volume reached in 
2012/13. However, due to the changes in China’s cotton policy, cotton production is expected to drop, 
reaching 6.5 million tons due to a 10% fall in area, which offsets the gains in production seen in other 
top producing countries in the northern hemisphere. Production is also expected to fall in Brazil and 
Australia, which as producers in the Southern Hemisphere, are reacting to the current low prices. A 
significant portion of world stock was held in China due to its reserve policy. Over the last three 
seasons, China had purchased large volumes of cotton for its national reserve, but sold only 25% of its 
purchases, ending the 2013/14 season with around 11 million tons of cotton in its reserve. Cotton 
stocks held by the Chinese government have had a significant impact on the international cotton market 
by creating an artificial shortage and pushing up prices in the last three seasons. In 2014/15, as China 
was no longer purchasing cotton for its reserve and limiting imports, stocks held outside China’s 
government reserve are expected to rise, putting downward pressure on prices and on international 
cotton trade. Despite significant production in the top exporting countries, exports were not likely to 
increase by the same magnitude, with U.S. exports reaching 2.4 million tons, up 7% from 2013/14 while 
India’s exports are expected to fall to 1.2 million tons due to weak demand from overseas and 
increased demand from domestic spinning mills. 
Ms. Lorena Ruiz noted that in 2014/15, world imports are projected to decline for the second 
consecutive year to 8 million tons, with imports from China falling 36% to two million tons due to a 
reduction in the cotton import quota in 2015. Imports by other countries will remain stable. Declines in 
imports by Turkey and Indonesia will be partially offset by increased imports in Pakistan and Vietnam, 
where cotton imports have doubled since 2010/11. China’s cotton reserve policy had maintained cotton 
prices stable over the last two seasons and the Cotlook A Index averaged 91 cents/lb in 2013/14. The 
Secretariat forecasts that the Cotlook A Index would fall to a range between 64 to 89 cents/lb in 
2014/15, with a midpoint of 75 cents/lb. She explained that price volatility, as measured by the spread 
between the maximum and minimum prices compared to the season-average, peaked in 2010/11, but 
in the last two seasons was below the long-term average. Looking at the long-term history of cotton 
prices, volatility was likely to return in the future. Ms. Ruiz noted that world consumption of all textile 
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fibers increased for the fifth consecutive year in 2013, but cotton’s share of the textile market declined 
to 28% and is expected to remain at this level in 2014. The relative price of cotton to polyester is one of 
the drivers behind cotton’s declining market share, and in 2013/14, the spread between the two prices 
averaged 20 cents, but narrowed to 9 cents in 2014/15. Furthermore, 88% of the time when cotton 
prices were higher than polyester prices, the market share of cotton declined, but cotton regained its 
market share only 33% of the time when polyester prices were higher. While cotton consumption is 
stable in developed countries, the difficulty for the cotton industry is that the product’s market share has 
been declining in developing countries, which account for about 60% of apparel consumption. The 
Secretariat forecasts that cotton’s market share will continue to decline, reaching 25% in 2025. Cotton 
mill use was stagnant in 2013/14 at 23.5 million tons, but is projected to rise 4% to 24.4 million tons in 
2014/15 with growth occurring in primarily in India and China. Modest growth is likely to occur in 
Pakistan, Turkey, Bangladesh and the United States. 
The director of CMDT asked why cotton price was more volatile than its main fiber competitor polyester. 
Ms. Ruiz responded that unlike polyester, governments tend to intervene in the cotton market and these 
interventions can have unexpected consequences that make prices more volatile. Ms. Ruiz noted that 
recently, demand for polyester has fallen sharply while polyester production continues at previous 
levels creating an oversupply and that sometime in the future polyester prices are likely to become 
more volatile as well. The delegate from the United States noted that while government measures can 
impact prices, cotton is also more volatile due to the fact that it is a natural fiber subject to variations in 
soil conditions and weather that make supply uncertain each season. 
Mr. Andrei Guitchounts presented a report on government measures affecting the cotton sector. Direct 
assistance to cotton is provided through direct support to production, border protection, crop insurance 
subsidies, minimum price support mechanisms, input subsidies and transport subsidies. In 2013/14, 
subsidies were provided in 10 countries and the value of these subsidies totaled US$6.5 billion. The 
Secretariat has found that subsidies tended to increase when the average international price of cotton 
decreased and that due to higher prices in the last few seasons, the share of cotton production under 
direct assistance decreased to around 47% which is less than the long-term average of 55%. China 
provided US$5.1 billion in subsidies in 2013/14 through its purchases of domestic cotton at a fixed price 
well above international cotton prices. In the last three seasons, the Chinese government had 
purchased around 16 million tons at high prices. These purchases had hurt its spinning sector and the 
country still hold 11s million tons of stock. With regard to the United States, only crop insurance was 
available for U.S. cotton growers. This is provided by the private sector, but the premiums are 
subsidized by the U.S. government, resulting in an average of 7 cents/lb. of direct assistance. Several 
countries use a minimum support price mechanism. One example was India, where the J-34 cotton 
variety was set at a minimum price of Rs. 3700 per 100kg of seed cotton (U.S. $0.82/lb) in 2013, but 
this mechanism did not go into effect due to high international prices. In the European Union, both 
Greece and Spain receive direct assistance and Spain has the high per-unit level of assistance at 84 
cents/lb. Turkey provided U.S. $454 million in assistance in the form of a premium for high quality seed 
cotton. China’s level of assistance far exceeded that of the other nine countries that received 
assistance in 2012/13 and 2013/14. In African countries, like Burkina Faso, assistance often took the 
form of input subsidies. 
The director of CMDT asked whether any export subsidies were paid in 2013/14. Mr. Guitchounts 
stated that no export subsidies were paid in the last few seasons. 
Ms. Marième Fall from the World Trade Organization (WTO) reviewed the history of cotton in the Doha 
Development Agenda. This had begun when the “Cotton-4” introduced a cotton initiative to the WTO in 
April 2003. The August 2004 Framework made reference to specific treatment of cotton in the 
agricultural negotiations and the creation of a sub-committee on cotton. In the December 2005 Hong 
Kong Ministerial cotton was further discussed and the statement “Cotton to be addressed ambitiously, 
expeditiously and specifically” was approved. Among the outcomes of the Bali Ministerial Conference in 
2013 were commitments regarding tariff rate quota administration and a cotton decision. The cotton 
decision (WT/MIN(13)/41 reaffirmed the general objectives, stated that the August 2004 framework and 
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the 2005 Hong Kong Ministerial declaration still remained useful as a basis. Work was also done in 
connection with a revised draft on modalities, which acts as a reference point for further negotiations, 
but still remains in draft form. Ms. Fall explained that the cotton decision also stated that the WTO 
would “undertake to enhance transparency and monitoring” and “On a bi-annual basis…{would} 
examine relevant trade-related developments across the three pillars of market access, domestic 
support and export competition in relation to cotton.” She noted that in June 2014 back-to-back 
discussion were held on trade-related developments for cotton and the DG Consultative Framework 
mechanism on Cotton (development aspects). Similar discussions will occur at the second dedicated 
discussion scheduled for November 28, 2014. Ms. Fall discussed the WTO trade facilitation agreement 
that would expedite movement of goods, including cotton, across borders, improving cooperation 
between customs and other authorities as well as enhancing technical assistance and building capacity. 
She noted that while negotiations had been concluded, the deadline for drafting the protocol of 
amendment had passed this summer due to lack of convergence between members, but would remain 
open for acceptance until July 2015. The Trade Facilitation Agreement would enter into force upon 
acceptance by two-thirds of WTO members. 
 
The Session was adjourned at 14:45 PM. 
 


