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The Law of Unintended Consequences and a Time of Transition 
 
Mr. Chairman, distinguished delegates, observers and guests, thank you for the opportunity to 
address this 73rd Plenary Meeting of the ICAC since 1939.  
 
The world cotton sector is going through a time of transition, with major impacts on how we go 
about our business. Cotton faces many challenges, including communication with consumers, 
meeting the needs of spinners and producing cotton in a sustainable manner, while 
simultaneously improving the profitability of producers in a time of rising costs, stricter standards 
and stagnant yields. 
 
Market Intervention and Unintended Consequences 
 
The most important factor in the international cotton market in recent years has been massive 
market intervention by the government of China, the world’s largest cotton producing and 
consuming country. Although intended to provide support to domestic growers, the way in which 
this intervention has been conducted has had important impacts that transcend national 
frontiers and affect all those whose livelihoods depend on cotton. These effects are 
manifestations of the Law of Unintended Consequences; in other words, the idea that 
intervention in a complex system tends to create unanticipated, and often undesirable, 
outcomes. 
 
In a very narrow sense, this policy can be said to have accomplished its objective: the price of 
cotton has remained consistently high and above its long-run equilibrium level for the last five 
years. So, growers in general and especially those in China have benefited. A further advantage 
has been a dampening of the volatility of cotton prices, which caused turmoil in the world market 
in the 2009-11 period. However, these benefits are far outweighed by unintended negative 
consequences. 
 
First, as a consequence of artificially high prices, production has stayed higher than it otherwise 
would. We have now entered the fifth consecutive season in which cotton production exceeded 
consumption. 
 
Second, as a result of the inability of the market to absorb high production, world cotton stocks 
have risen sharply. At the end of the 2013/14 season, stocks exceeded 20.5 million tons and the 
world stock-to-use ratio was 0.88, much higher than the ratio prevailing in the past. In other 
words, reserves are available to cover more than ten months of world cotton consumption, the 
highest proportion since 1945/46. 
 
So-called “buffer stocks” are not a new phenomenon. The USA built up substantial government 
stocks of cotton in the 1970s and 1980s. In other commodities, such as cocoa, tin and rubber, 
buffer stock schemes were implemented under the aegis of international commodity bodies. 
Although some support for prices may have been achieved in the short run, the end result has 
always been the same: failure and eventual abandonment of this type of intervention. 
 
We have now entered a time of transition, as China has announced changes in its a move to a 
system of direct subsidies, although details of how new support measures will function had not 
been divulged at the time of writing. Predictably, prices are falling and the temptation for more 
widespread market intervention to defend prices to growers in other countries is on the rise. 
This temptation must be resisted. Whatever short-term relief these measures may bring, in the 
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long run they serve to delay adjustments to a changed market environment and cause even 
greater pain further into the future. 
 
In this regard, the ICAC’s annual report on “Production and Trade Policies Affecting the Cotton 
Industry” provides members with invaluable and objective information for evaluating the role of 
public assistance to the cotton sector and making informed policy decisions. Two important 
findings are: the overall volume of funds used for government support measures has remained 
virtually unchanged since the beginning of the Bali round of trade negotiations more than a 
decade ago; and government support tends to increase as prices fall. We must bear these in 
mind as we move forward into this period of transition. 
 

Promoting Demand 
 
The third, and most important, unintended consequence of the recent period of artificial support 
for prices is a decline in the competitiveness of cotton vis-à-vis other fibers. Indeed, overall 
consumption of cotton remains below the level registered in 2010-11. 
 
In purely technical terms, polyester holds some important advantages relative to cotton for the 
spinners. However, many consumers value cotton for its sensory appeal, thereby discouraging 
retailers and the spinning industry from reducing cotton’s market share even further. We cannot 
take for granted that the support from consumers will persist into the future. Therefore, one of 
our main concerns must be to continue and expand promotional efforts that build a positive 
image of cotton among consumers. The ICAC will continue to work closely with the International 
Forum for Cotton Promotion (IFCP) to raise awareness among member governments about 
existing promotion initiatives, to collaborate with national associations and to encourage 
increased consumer demand for cotton through domestically focused and domestically funded 
national cotton demand enhancement programs that can be implemented and replicated around 
the world. One important way in which governments can support the work of the IFCP is by 
ensuring the correct labeling of the fiber content of all products sold at retail. 
 
The importance of promoting demand is shown by the time devoted to this issue in our 73rd 
Plenary, during which three separate sessions will address different aspects of demand 
promotion and how ICAC member governments can support these efforts. 
 
The IFCP plays an important role in promoting a healthy cotton economy, and I have a great 
appreciation for the work of Jeff Silberman of the United States, its Executive Director, and Mark 
Messura of the USA, its Chair. 
 

Increasing Yields 
 
Increasing yields is an imperative in modern agriculture, given the competition among crops, 
limited amount of arable land and concerns about sustainability. Cotton yields have shown 
impressive progress in the last sixty years, rising almost fourfold. However, the picture in the 
more recent past has not been very rosy. Since 2004/05, cotton yields have remained confined 
in a relatively narrow range between 750 and 800kg per hectare. 
 
This stagnation can be overcome by the introduction of new technology and better use of 
existing production methods. New technologies, including new varieties, are being developed, 
but their widespread implementation will take a long time. Meanwhile, much can be 
accomplished by optimizing the use of inputs, which is the theme of this year’s Technical 
Seminar and one of the highlights of the 73rd Plenary. Previous heavy reliance on input 
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applications, especially fertilizer and pesticides, must be reduced in favor of an emphasis on 
optimization of input use and understanding interactions among inputs. The high use of water, 
insecticides and fertilizer has rendered cotton vulnerable to allegations of environmental harm 
and invited unrealistic yield claims from some quarters. Awareness of optimization of inputs is 
important for maintaining the long-term viability of cotton production as an attractive option for 
producers. This technical seminar is a demonstration of the ICAC’s concern about how best to 
meet plant needs, thereby reducing yield losses due to over- and under-use of inputs, and will 
stimulate the adoption of sustainable production practices. 
 
Another important challenge to cotton production comes from climate change. This issue has 
figured prominently in past Plenaries and will continue to be a high priority for our organization. 
Climate change may bring some benefits to cotton production, since the plant is well adapted to 
semi-arid conditions. On the other hand, climate change will increase the pressure from pests 
and diseases, as well as amplifying the variance in temperatures and rainfall. So, the impacts of 
changing climate patterns on cotton production will depend on a balance of factors, which will 
vary according to local conditions. 
 
Technological change is the end result of long-term investments in a variety of scientific 
disciplines. By its very nature, investment in research is a public good and often undertaken by 
governments. Nonetheless, the private sector, especially suppliers of fertilizers and other inputs, 
is taking an increasingly active role in the development and dissemination of new technology. 
 
At the international level, the ICAC plays a strategic role in spreading information on research. 
The ICAC website is a rich source of information on all aspects of cotton and is being revised to 
include even more data that is of interest to researchers. Other activities related to production 
research organized, sponsored or otherwise supported by the ICAC include the Research 
Associate Program, which provides an opportunity for persons in member countries to receive 
additional training in cotton research, marketing, statistics and economics, and the ICAC 
Researcher of the Year Award, which recognizes leading researchers in the field of cotton, 
thereby seeking to raise awareness of the importance of research to the improvement of the 
world cotton sector and provide international recognition of exceptional achievements. 
 
In addition to its regular publications on the latest scientific and technological developments in 
cotton production research, the ICAC supports initiatives such as the International Cotton 
Researchers Association (ICRA). In 2013/14, the ICAC helped organize and sponsor meetings 
of regional research groupings, such as the Asian Cotton Research and Development Network 
and the Southern and Eastern African Cotton Forum. In 2016, ICAC will organize the World 
Cotton Research Conference, which attracts hundreds of leading researchers from all over the 
world and will be held in Goiânia, Brazil. 
 

Sustainability 
 
Awareness of the need for sustainable practices throughout agricultural value chains has been 
growing in the past two decades. As a result, the Expert Panel on the Social Environmental and 
Economic Performance of Cotton Production (SEEP) was formally established by the ICAC in 
2006. The primary objective of the Panel is to collect and review independent, science-based 
information on the negative and positive social, environmental and economic aspects of global 
cotton production, as well as to make recommendations for further action as appropriate to 
improve the performance of the cotton sector. 
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Over the years, the SEEP has not only reviewed existing information, but also commissioned 
and supervised scientific studies to deepen our understanding of key aspects of cotton 
production performance, including: pesticide use; production efficiency in the use of land, water 
and energy; labor issues and costs; and compliance monitoring and performance evaluation 
mechanisms. In 2013, the SEEP released the executive summary of a forthcoming report on 
“Measuring sustainability in cotton farming systems: Towards a guidance framework”, which 
provides an overview of sustainability issues in cotton and takes stock of indicators used to 
measure sustainability. 
 
During the 72nd Plenary, more than 160 participants debated potential implementation 
approaches for the proposed indicators framework in the so-called World Café session of 
interactive discussion. Among the suggestions presented were: to conduct pilot studies to test 
the feasibility of each indicator; to compile an inventory of existing national and local data 
gathering schemes in order to seek synergies; and to develop capacity-building schemes for 
people responsible for data collection. 
 
The report on measurement of sustainability has been refined during the current year. It 
provides an agreed set of indicators for the definition and measurement of “sustainable” cotton 
production that will exert a powerful influence on the world cotton sector in future decades. 
However, the production of the report is only a starting point in a much broader initiative to 
define and measure the sustainability of cotton cultivation, while reaffirming the sector’s 
commitment to continuous improvement. The next phase would be to test the indicator 
framework in selected countries in order to establish its practical viability and usefulness. The 
SEEP could serve as a central coordinator and clearinghouse of information on tests of the 
indicators in different countries.  
 
The SEEP contributes valuable objective information to ICAC and serves the world cotton 
community well by focusing on sustainability issues with a neutral, scientific-based approach. I 
thank Allan Williams of Australia, Chair of SEEP, Francesca Mancini of the FAO, Vice Chair, 
and all members of SEEP who have contributed their time to this strenuous work. The work of 
the SEEP is highly valued by the ICAC and efforts must now be made to broaden the 
dissemination of its findings in order to reach target audiences efficiently. 
 

Involving the Private Sector 
 
In the past, governments used to intervene heavily in agriculture, a sector that is traditionally 
associated with public goods and large numbers of small-scale farmers who are seen as 
requiring assistance from the state. However, the role of the private sector has grown over the 
last two decades as economies have become increasingly liberalized. In recognition of the 
importance of integrating the private sector in the work of the ICAC, the Private Sector Advisory 
Panel (PSAP) was formed in 1999. This body, composed of representatives of exporter, 
importer, growers’ and other private sector associations, advises the Committee on issues of 
practical relevance to cotton and helps to fine tune priorities for the work program of the ICAC. 
 
Over the years, the PSAP has provided valuable advice to the ICAC, especially in issues linked 
to the reduction of “trade friction”, i.e. improving the efficiency of the cotton trade. For example, 
the PSAP is currently studying ways in which to ensure that courier services do not treat 
samples of cotton as hazardous cargo. The ICAC can help individuals and firms to improve 
efficiency in their cotton trading by, as appropriate, involving government agencies with 
jurisdiction in the issue in question.  
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Another way to reduce “trade friction” is to reduce the subjective elements involved in the 
commercialization of cotton, especially with regard to quality. Substantial progress has been 
made in using standardized instrument testing in place of grades and types, and the objective 
measurement of quality is helping to enhance efficiency and lower costs. At the request of 
private sector representatives, ICAC established the Task Force on Commercial 
Standardization of Instrument Testing of Cotton (CSITC) in 2003. This body was tasked with 
developing mechanisms to standardize High Volume Instrument (HVI) results on an 
international basis, so as to create a level playing field and raise the confidence of the cotton 
industry in the reliability of test results. Standard definitions and a common methodology to 
measure laboratory performance in testing cotton samples were subsequently established. 
 
The CSITC seeks to improve cotton testing around the world by conducting four Round Trials 
per year, with participating laboratories receiving detailed diagnostic reports. This program has 
been extremely successful, with more than eighty laboratories now participating on a regular 
basis. The results of the Round Trials show a marked improvement in the comparability of 
results among laboratories, which gives users of HVI results confidence in their consistency. 
 
All members of the Task Force on CSITC are to be commended for their dedication. My special 
thank go out to Mr. Andrew Macdonald of Brazil, Chair, and Mr. Zbigniew Roskwitalski of 
Poland, Rapporteur, who have served the CSITC since its creation in 2003. I wish to also thank 
the US Department of Agriculture and the Bremen Fiber Institute for their support of this 
important initiative. 
 
The most contentious issue facing the cotton trade in the recent past has been contract sanctity. 
The increased volatility of cotton prices during the 2010/11 season led to serious disruption in 
normal trade flows due to a sharp increase in defaults. Volatility and, consequently, defaults 
have decreased since then, primarily as a result of government policy in China, which has 
maintained prices at an artificially high level and reduced price swings. As China implements its 
new cotton policy, risks linked to volatility are likely to regain importance. Therefore, at the 
request of the PSAP and in order to draw attention of ICAC members to the systemic risks 
involved and the role governments can play in enforcing arbitral awards, an open session on 
contract sanctity has been included in the program for the 73rd Plenary. I look forward to 
receiving the conclusions of this debate and involving ICAC even more in this important 
question that affects the entire cotton value chain. 
 
The PSAP has proved instrumental in serving as a channel for communication of the concerns 
of the private sector to ICAC members and maintaining the relevance of the ICAC to the cotton 
value chain. I thank all members of the PSAP for their contributions, especially Jorge 
Vartparonián of Argentina, Chair, and Shiou-Chung Chen of Taiwan, Vice Chair. I would also 
like to express my gratitude for the work of Neal Gillen of the United States, the ICAC 
representative to the United Nations Commission on International Trade Law (UNCITRAL). 
 
Task Force on Cotton Identity Programs 
 
The Task Force on Cotton Identity Programs was established in 2012 with the objective of 
providing information on: the goals of identity cotton production initiatives and their performance; 
the cost and benefits for participants; the challenges faced by each initiative; and how the 
initiatives are financed. The creation of the TFCIP is recognition that these types of initiatives 
are becoming increasingly influential in all commodities, especially agricultural ones. The first 
report of the TFCIP was issued last year and was an important first step in bringing together 
information on a variety of programs. 
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Among the most important conclusions of this report was that the ICAC needed to focus more 
on communicating and educating the consumer on the sustainability of cotton production, in 
order to enable an informed public debate about the benefits of cotton. Steps are currently been 
taken within the ICAC to enhance the visibility of the organization, particularly on the Internet. 
These measures should become fully operational within the coming year. 
 
Meanwhile, I look forward to receiving the second edition of the Task Force’s report during the 
73rd Plenary, which will include more detailed information as well as a broader coverage to 
include more programs. I am grateful to all members of the Task Force, and especially to the 
leadership provided by Mark Messura of the United States, Chair, and Denilson Galbero 
Guedes of Brazil, Vice Chair. 
 

The ICAC: A Unique Instrument for International Collaboration 
 
ICAC and its sister organizations, the other international commodity bodies, perform a unique 
function in the world economy by helping governments to create an enabling environment for 
commodities. Although the ICAC is an intergovernmental organization, over the years, as we 
have seen above, the private sector has played an increasingly prominent part in assisting the 
renovation of the ICAC so as to cope with changing market conditions. The ICAC accomplishes 
its mission through four core roles: serving as a forum for the development of policies and 
solutions to strengthen commodity value chains; enhancing the transparency of the market and 
enabling economic decisions to be taken on the basis of accurate and timely data; encouraging 
the development and dissemination of knowledge; and promoting sustainability.  
 
Originally, the work of the Secretariat focused on the first two of these four roles. The ICAC 
served as a place for discussion of the world cotton economy and as a clearinghouse for 
statistics. Over time, the Secretariat expanded its work. Instead of simply gathering statistics, it 
began to publish more analytical and prospective studies. In recognition of the importance of 
knowledge dissemination, a Technical Information Section was established, which organized 
the World Cotton Research Conference and regional meetings of cotton researchers. 
Subsequently, the Committee became involved in sponsoring, arranging and supervising cotton 
development projects, with financing and other assistance provided by the Common Fund for 
Commodities. After the turn of the millennium, the ICAC continued its process of renovation by 
engaging in the questions related to the sustainability of cotton: in economic terms by trying to 
reduce “trade friction” through promotion of standardized testing and other measures; by 
compiling information on sustainability initiatives through the TFCIP; and by evaluating practical 
and effective ways to measure sustainability through the SEEP. 
 
This capacity to adapt to the changing needs of its membership and of the world cotton sector is 
a demonstration of the power of the ICAC as a tool not only for decision-makers in government, 
our primary stakeholders, but also for non-governmental organizations, trade associations, the 
private sector, and all those with an interest in cotton. 
 
Looking forward, ICAC’s effectiveness as a forum for the development of cotton policy is directly 
related to the amplitude of its membership. In the past year, we have begun formal negotiations 
on the terms of accession of the European Union to the Committee. EU membership will 
strengthen our organization even more by incorporating the world’s largest economic bloc in our 
work. Membership by an intergovernmental organization presents numerous challenges, which 
will require patience on all sides so that an optimal solution can be devised that addresses the 
concerns raised by ICAC members regarding the implications of changes in the organization’s 
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Rules and Regulations. Some progress has already been made during 2013/14, but many 
questions remain unresolved. However, I am confident of a satisfactory outcome and look 
forward to welcoming the EU soon as a member of the Committee. 
 
As I approach the end of my first year as Executive Director of the ICAC, I would like to express 
my gratitude to all the delegates to the Standing Committee, who have made my task easier by 
providing unstinting support and valuable inputs. I would like to give special thanks to James 
Johnson, of the USA, whose experience as chair of the Subcommittee on Budget was 
invaluable in guiding me through the intricacies of the ICAC budgetary procedures, and to the 
chair of the Standing Committee, Dr. Chris Parker of Australia, who displayed admirable 
neutrality, kept us all focused and tirelessly sought to achieve consensus. I look forward to 
working with the new Chair, Wei-jiun Liao of Taiwan, and all Standing Committee delegates in 
the future.  
 
I have the privilege to work with the highly qualified members of the ICAC Secretariat, who have 
given me all the assistance I require. It is a to pleasure to work with such dedicated and talented 
professionals who are committed to furthering the organization’s objectives. I would like to again 
pay tribute to my predecessor, Terry Townsend, who has smoothed the path and given me 
invaluable support during my first months in the post. This has been a year of transition not only 
in the world cotton market but also in the Secretariat, as we have taken on two new members in 
addition to myself. I am confident that they and existing staff members will continue to provide 
the excellent services and innovative thinking that members have come to expect from the 
Secretariat. 
 

Conclusion 
 
This 73rd Plenary Meeting of the ICAC will examine many subjects of relevance to cotton: the 
improvement of production practices, the impact of climate change, value addition through the 
strengthening of domestic textile industries, logistics, cotton classification, contract sanctity and, 
above all, ways in which to promote the demand for cotton. Participants will also have the 
opportunity to receive information from the Secretariat on the latest supply and demand trends 
and on government measures that affect the cotton sector. 
 
The Secretariat hopes that the presentations and ensuing debates will give members the 
background information and tools to implement concrete measures for the benefit of the world 
cotton sector. We also hope that the numerous observers who honor us with their participation 
will absorb useful knowledge that will persuade authorities of the benefits of membership in the 
ICAC, thereby broadening even further the coverage of our organization. We are confident that 
ICAC membership is a worthwhile and effective way to integrate countries into the world cotton 
sector. 
 
Finally, I thank member countries for giving me the opportunity and privilege of serving as 
Executive Director, and look forward to a successful 73rd Plenary Meeting. 
 


