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FOREWORD

At the invitation of the Government of the United States of America, the 58th Plenary
Meeting of the International Cotton Advisory Committee was held in Charleston,
South Carolina, from October 25 to 29, 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

Welcoming Remarks
F. Ronald Rayner

Chairman
USA Host Committee

On behalf of the United States and the United
States cotton industry, I would like to welcome
each of you to the 58th Plenary Meeting of the
International Cotton Advisory Committee. It is
an honor to host this meeting, and we are very
pleased to have such outstanding attendance. I
would like to thank Terry Townsend for his in-
troduction. Terry is doing an outstanding job as
the Secretary General of ICAC. We very much
appreciate the work he is doing for all of us.

The work of the ICAC is very important to the
U.S. cotton industry and to all countries repre-
sented here today. Through the work of this or-
ganization, our countries each have a better un-
derstanding of developments that affect the
world cotton situation. The statistics and eco-
nomic information distributed by the ICAC are
widely used and respected. And the presence of
this forum, through which beneficial interna-
tional discussions on cotton and the economic
situation confronting our industry are carried out,
gives us an important tool to face the challenges
ahead.

The city of Charleston is a very appropriate
venue for this meeting. This city has always been
an important trade center for the southern United
States, and has seen many bales of cotton enter
and exit its port. Charleston is rich in heritage
and culture, with the feel of antebellum America
still alive along Market Street, Battery Park and
the historic downtown area. I hope each of you
enjoy your visit and are able to enjoy this lovely
city.

International trade is extremely important to the
U.S. cotton industry. The United States typically
exports between 6 and 8 million bales of cotton
annually, accounting for about 40% of our total
production. Exports of cottonseed and its prod-
ucts exceeded $90 million in value in 1997/98,
and this excludes the value of food exports pre-
pared using cottonseed oil.

Our domestic textile industry has traditionally
been the market for about 11 million bales, ap-
proximately 60% of our annual production. In-
vestments in state of the art technology, greater
efficiencies and the North American Free Trade
Agreement have greatly improved the competi-
tiveness of the U.S. textile industry, to the ex-
tent that about 40% of U.S. textile production is

currently exported. The U.S. also imports raw
cotton and is the world’s largest importer of fin-
ished cotton products.

Our industry, however, is facing serious eco-
nomic difficulties. U.S. producers are finding it
difficult to produce cotton profitably.

The U.S. textile industry, unlike most other seg-
ments of the U.S. economy is struggling to main-
tain reasonable levels of profitability. Global
competitive pressures in textiles have forced
manufactures to trim margins to a point of little
or no profit.

At least part of the cause of both events can be
traced to the Asian economic crisis, the devalu-
ation of currencies in the affected countries and
the drop in worldwide demand caused by the
economic slowdown.

But there are other challenges. Polyester is en-
joying a dramatic resurgence in demand. With
many governments encouraging investment in
polyester capacity, the increase in polyester pro-
duction and use is frightening. The impact on
worldwide cotton prices has been devastating.

Good and fair competition among our cotton
producing countries is a healthy way to insure
higher levels of efficiency and quality. While
we at times may disagree on how to achieve
competitive equity, it seems clear that our num-
ber one competitor is man-made synthetic fiber
and not competing growths of cotton. We must
begin to respond to this growing worldwide
threat to our markets. If we do nothing, our mar-
kets will continue to decline. Consumers all over
the world can be influenced. The success of
Cotton Incorporated in this country is clear evi-
dence that consumer promotion and advertising
is effective. CCI’s Cotton USA program, while
limited, has been very successful in changing
consumer attitudes in selected countries.

It is time we begin to explore how all cotton
producing, trading and consuming countries can
work individually and collectively to promote
cotton. If each member of this organization car-
ried out an effective promotion campaign, we
could reverse this trend and recapture market
dominance for cotton.

I understand the difficulty of the challenge I have
described, but I am also convinced that if we do
nothing we risk becoming little more than a spe-
cialty fiber.

In this environment, it is not unusual for cotton
producers to turn to their governments for help.
With prices so low that productive capacity can-
not be maintained, and with most economic in-
dicators failing to show a turn-around in the near-
term, cotton producers are simply trying to find
a means to survive until economic conditions
improve.

It is our belief that profitability can be enhanced
through creative, mutually beneficial trading
arrangements, such as the relationship the United
States has entered into with Mexico and Canada.

The United States is also committed to improv-
ing efficiencies in production and processing.
Research into new production techniques and
advances in processing methods will continue
to pay dividends.

We also strongly believe in the development of
new technology. Genetically enhanced products
should not be feared or shunned because they
are genetically enhanced. This technology of-
fers so many solutions to so many of society’s
concerns. Genetically enhanced cotton offers
significant paybacks in productivity, efficiency
and environmental sensitivity. At some point, this
technology may allow us to improve upon an
already wonderful fiber, providing it with char-
acteristics to meet any consumer’s preferences.

Although we face daunting economic circum-
stances, I am confident in the resiliency of our
industry and our capacity to fight back and re-
gain prominence in the world fiber market. There
is no better fiber; there is no better textile prod-
uct.

I encourage each of you attending this meeting
to search for new and innovative solutions to
our mutual problems. It is my hope that through
the information presented here these next few
days, and the discussions between the represen-
tatives here, our industry will be better equipped
to meet the challenges we face.

Opening Address
Patrick M. Steel

Associate Administrator
Foreign Agricultural Service

U.S. Department of Agriculture
It is an honor to present the keynote address be-
fore such a distinguished audience of private
industry, trade, and government officials repre-
senting the full scope of the international cotton
industry. I want to thank all of the elements of
the U.S. cotton industry and, in particular, South
Carolina’s producers and ginners for sponsor-
ing this conference.

A History of Relationships
and Partnerships

Ladies and gentlemen, welcome to Charleston.
I hope all of you will enjoy your stay here and
experience the renowned Southern hospitality.
This city enjoys a special relationship with cot-
ton. Here cotton is grown, ginned, shipped as
fiber, and manufactured into textile products.
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The famed extra-long staple “Sea Island Cot-
ton,” one of the finest varieties ever grown, origi-
nated on the islands right off the Carolina coast.

As in many countries, cotton has had a major
impact on U.S. history and culture. Cotton be-
came “king cotton” in 1783, when Eli Whitney
invented the cotton gin to pull the fibers from
the seed, making the crop truly profitable. By
1810, it had begun to supplant tobacco as the
South’s principal cash crop. Today, cotton re-
mains to textiles what iron is to metals—a com-
ponent essential to many finished products. In
many ways, cotton’s popularity for clothing, lin-
ens, and a variety of other uses is blooming as
never before.

The United States congratulates the ICAC on
its 60th anniversary. The ICAC is the outgrowth
of an international cotton meeting attended by
ten cotton-producing countries held in Washing-
ton, D.C. in September 1939. At that time, world
stocks of cotton had reached nearly 25 million
bales—over half of it in the United States. That
meeting was held to discuss problems of over-
production, rising stocks, and falling prices.

Today, ICAC members face some of the same
problems faced sixty years ago as well as new
challenges, which bring us to a critical point in
our efforts to promote a sound, global cotton
economy. Overcoming stagnant global demand
and challenging synthetic fibers’ increasing
market share will be the paramount challenges
to the world’s cotton industry well into the next
millennium. And we believe that these challenges
can be met only by tapping the creativity, re-
sources, and experience of private industry.

U.S. Cotton Industry Situation
U.S. agriculture has been hurt by the combined
effects of the Asian financial crisis that has cut
world economic growth, by burgeoning com-
modity supplies, and by sharply lower prices.
Last year’s U.S. cotton crop was about 25 per-
cent below the previous 5-year average, due
largely to drought losses in Texas. Our textile
industry has faced a flood of cotton textile im-
ports, which reached the equivalent of 12.5 mil-
lion bales last year, while our fiber exports
dropped by 3 million bales. Our industry has
lost export markets, especially in China, where
sales dropped from $813 million in fiscal 1995
to what will amount to less than $25 million in
fiscal 1999. Recently, Hurricane Floyd wrought
further havoc: in North Carolina alone, cotton
crop damage is estimated at $190 million. So
these past few years, the U.S. cotton industry
has been hit with the double whammy of a short
crop and low prices.

The USDA-Industry Partnership
Meanwhile, USDA is helping the U.S. cotton
industry weather the times. USDA’s Foreign
Agricultural Service (FAS) serves U.S.
agriculture’s international interests by expand-

ing export opportunities for farm, fish, and for-
est products and promoting world food security.
FAS has had a long partnership with U.S. agri-
culture and the U.S. cotton industry. From Wash-
ington and offices in 130 countries around the
world, FAS works to develop markets, monitor
agreements, and improve market access.

We take very seriously our partnership with the
U.S. cotton industry, with which we work to
identify problems and meet challenges. For de-
cades, the U.S. cotton industry has cultivated
markets at home and abroad: Who is not famil-
iar with the cotton symbol? Last year, the in-
dustry spent $60 million on promotional efforts.
The U.S. cotton industry has faced down the
synthetics challenge in the domestic market:
Cotton Incorporated (CI) has used checkoffs to
help push cotton’s share of the U.S. fiber retail
market over 60 percent. Other countries need to
make similar efforts. These efforts should be led
by those countries, both developed and devel-
oping, that rely on cotton fiber and textile ex-
ports for significant foreign exchange earnings.

USDA, through FAS, has utilized its programs
to help our industry face the changing global
market and economic conditions. Partly in re-
sponse to the Asian financial crisis, we used $4.1
billion in export credit guarantees in fiscal 1999
to help sustain these economies and U.S. exports.
Last year’s volume of GSM credit guarantees is
expected to have exceeded 4,000 applications.

USDA recently allocated $590 million in GSM-
102 funds for South Korea, $25 million of it for
cotton. In fiscal 1999, $280 million went for
cotton—nearly 10 percent of all GSM-102 us-
age. Export credits have also helped boost
Mexico’s imports of U.S. cotton: Mexico’s use
exceeded $160 million in 1999, an increase of
$125 million since fiscal 1994. So, FAS is us-
ing the tools available to the fullest extent pos-
sible to assist the cotton industry and other com-
modity groups.

The Cotton Council International (CCI) has been
allocated nearly $8 million under the Market
Access Program for fiscal 1999, and another
$135,000 under the Emerging Markets Program.
Provided FAS is funded at its 1999 level this
year, CCI will receive nearly $2 million under
the Foreign Market Development Program to
promote U.S. cotton fiber and value-added cot-
ton exports.

In addition to our export programs, FAS is pur-
suing an ambitious trade agenda. On the legis-
lative front, the Caribbean Basin Initiative (CBI)
and the North American Free Trade Agreement
(NAFTA) have helped to compensate somewhat
for losses in Asia, especially China. Our NAFTA
partners now buy over 40 percent of all U.S.
cotton exports. Last marketing year, the United
States imported cotton textile and apparel prod-
ucts from NAFTA, Caribbean, and Central
American nations containing the equivalent of

over 550,000 bales of almost entirely U.S. cot-
ton. So, while we are seeing a steady increase in
cotton product imports into the United States, a
growing proportion of our imports are from
Mexico and the Caribbean, and are made of U.S.
cotton.

The pending CBI parity legislation would put
CBI nations on an equal footing with Canada
and Mexico. Industry observers estimate it could
boost U.S. exports by 1 million bales a year
within five years. It would increase U.S. cotton
fabric exports to the CBI, not just yarn.

With Step 2 funding (if signed by the president),
reauthorized through the life of the Farm Bill,
2002, the domestic cotton program will be put
on a dependable footing, with increased domes-
tic use and exports of U.S. cotton.

While it does not yet impact cotton, this sum-
mer, President Clinton altered the U.S. economic
sanctions policy governing trade in food and
medicine, with immediate implications for trade
with Iran, Libya, and Sudan. For these countries,
commodity sales contracts will be reviewed on
a case-by-case basis—and permitted if they meet
the criteria. This policy change is bearing fruit,
with sales of 200,000 tons of corn to Iran. Sanc-
tions on Cuba were eased last year to facilitate
sales of food, medicine and agricultural inputs
to independent, non-governmental entities, such
as religious groups, family restaurants and pri-
vate farmers.

In fiscal 1999, USDA food aid increased six-
fold from the previous year, with FAS program-
ming a record 8.5 million tons, compared to 1.6
million a year earlier. In the largest U.S. food
aid package ever, FAS provided oversight for
donations of 3.2 million tons to Russia. Through
the World Food Program, we also contributed
to the alleviation of severe hunger in North Ko-
rea.

U.S. Cotton Outlook
Are these efforts paying off? In fiscal 1998, U.S.
cotton exports set new records in 5 of our top 15
markets. Had our production—and exportable
supplies—not been slashed by poor weather,
we’d have seen new records in several markets
in 1999. Bangladesh is our second largest mar-
ket for U.S. pima, and sales reached $70 mil-
lion in 1998. Projections indicate U.S. cotton
exports will rebound somewhat in fiscal 2000,
to $1.7 billion.

Biotechnology and Bt Cotton
Now I’d like to turn to one of the most impor-
tant issues in global agriculture: biotechnology.
It is with great disappointment that we witness
recent events in Europe, including protests over
the use of biotech cotton in apparel products.
We believe strongly that sound science must be
our guide to decisions about the products of bio-
technology. And it is certainly appropriate for
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• clarify rules governing technical measures
to ensure that sound science is the only le-
gitimate basis for health and safety mea-
sures, such as those in the area of biotech-
nology.

In recent months, we have held twelve listening
sessions around the United States to develop
grass-roots support and gain input for the forth-
coming WTO negotiations. We will continue to
work closely with the U.S. agricultural industry
to identify trade problems and develop strate-
gies. In the negotiations, the United States will
work to ensure a level playing field for all com-
petitors.

Again, thank you for inviting me to participate
in this distinguished forum. Welcome to the
United States, and I hope your discussions this
week are fruitful.

Statement of Argentina
The Argentine delegation wishes to thank the
Government of the United States for inviting the
International Cotton Advisory Committee on its
60th anniversary, to hold the 58th Plenary Meet-
ing in the historic city of Charleston, so closely
connected to the history of cotton.

Charleston’s cotton economy has had good and
bad times, and at the beginning of the XIX cen-
tury, cotton already was an important source of
economic progress. Thus, in 1807 the merchants
of the Charleston Trade Commission were in-
terested only in the marketing of cotton, paying
little or no attention to other products. This al-
most exclusive activity made them vulnerable
to the economic recession of the 1920s.

During that period South Carolina continued
overproducing cotton without taking into ac-
count that production was also increasing in
other states. Prices dropped, the value of the
currency dwindled and the reign of Charleston
as the commercial capital of the South came to
an end.

Historians tell that after the economic depres-
sion of the 1920s, agriculture in the South took
a new course, particularly in South Carolina. A
new system of water control for rice resulted in
excellent yield increases for this product. Dur-
ing this period, the generalized use of the Eli
Whitney cotton gin gave a great impulse to cot-
ton cultivation. Once again, cotton became king
in South Carolina bringing prosperity to the re-
gion, which later extended to include what to-
day is the cotton belt of this country.

I would like to reiterate the appreciation of the
Argentine delegation to the Government of the
United States and the people and authorities of
Charleston for their courtesies and hospitality.

Second
Plenary Session

World Economic and Fiber
Demand Outlook

J. Berrye Worsham
Cotton Incorporated

It is a pleasure to be here today to present the
economic outlook and its impact on fiber and
cotton demand. Although there are a number of
factors that influence the demand for fiber,
growth in the world’s economies is by far the
most important. Therefore, obtaining a better
understanding of the economic situation is es-
sential to making a fundamentally sound fore-
cast about the world’s demand for textile fibers.
And the future demand for cotton will be de-
pendent on the market for total fiber usage.

My presentation today has three components.
Part one will cover the world economic outlook
over the next five years. This will be followed
by an assessment of the total fiber market world-
wide and the presentation will conclude with a
forecast for cotton demand over the next five
years.

According to the International Monetary Fund
(IMF), economic growth worldwide—measured
by GDP—slowed significantly in 1998 to just
2.5%. This is just over half the rate averaged
over the previous four years. Moreover, their
forecast calls for continued weak growth in
1999, with gains of just 2.3%. The world growth
rate is based on a weighted average of the rates
of GDP growth in the individual countries. The
advanced, or developed countries, account for
55% of the weight used in the index and the bal-
ance is composed of the developing countries.

World economic growth has averaged 3.7% per
year since 1970. At just over two percent growth,
the economic performance in 1998 and 1999 is
well below average. Since 1970, there have been
four periods of decelerating economic activity.
In 1974-75, the economies fell into recession
following the sharp rise in oil prices in 1973.
Another recession developed from 1980 to 1982.
A brief recession was experienced in 1991 and
this current recession began in 1998. Growth of
2.5% or less in world GDP is essentially a re-
cession condition.

There is a unique feature of this economic slow-
down. In past global recessions, the U.S.
economy has experienced negative economic
growth. The U.S. economy is a large contribu-
tor to the state of the world’s economy particu-
larly since the U.S. consumer market absorbs a
large share of product from around the world.
During the current global recession, the U.S.

ICAC to endorse this message and to assist in
an education program explaining the need for
sound science in the decision-making process.

Benefits of Trade Agreements
Trade agreements have opened markets, reduced
unfair competition, brought some discipline to
sanitary-phytosanitary barriers, and introduced
more effective dispute-settlement procedures in
global trade. Various U.S. market opening ef-
forts over the years have generally worked as
intended to create export opportunities for U.S.
farm products. For U.S. agriculture overall, 25
percent of sales comes from exports, compared
with 10 percent for the total U.S. economy. By
contrast, U.S. cotton relies on export markets
for about one-third of its sales.

China Trade
But global trade reform is far from complete.
Recent liberalization measures may allow China
to export more cotton, raising competition for
export markets and driving down world prices.
USDA’s current projections assume that China
will continue to be a net cotton exporter. But a
more aggressive China sales policy is eroding
other countries’ export prospects.

Currently, there is no effective restraint on
China’s agricultural policies. Through negotia-
tions for its accession to the World Trade Orga-
nization (WTO), China agreed to end its mo-
nopoly on cotton imports through Chinatex and
establish a tariff rate quota (TRQ) system. China
agreed to a large TRQ for cotton: over 3 million
bales, which will expand to nearly 4 million
bales, with 67 percent of the trade reserved for
the private sector. By way of comparison,
China’s 1998 imports did not even reach 200,000
tons. China has agreed to end export subsidies
once it joins the WTO, and will limit domestic
support.

U.S. Goals for the WTO Negotiations
The value of integrating China into the rules-
based international trade system is evident. And
of course the upcoming round of WTO negotia-
tions looms large on the U.S. trade agenda. Fur-
ther world trade reform will broaden the export
prospects to include major consuming countries
that remain highly protected markets for raw and
value-added cotton. The past two years demon-
strate why we need freer, fairer trade: to maxi-
mize export opportunities, and to mitigate re-
gional political and economic problems.

We have broad goals for the upcoming WTO
negotiations, where we will work to:

• mandate large new cuts in tariffs;
• eliminate export subsidies;
• significantly discipline state trading enter-

prises;
• tighten rules on domestic support policies;

and
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economy has experienced above-normal eco-
nomic growth. The situation worldwide would
have been much worse had the U.S. economy
weakened over the past two years.

According to the IMF, economic growth world-
wide is expected to improve to 3.4% in 2000
and is forecast to average 4.2% from 2001 to
2003. These forecasts were made in May and
another forecast will be available in November.

A comparison between the IMF forecasts for
1999 (released in May) to more recent private
forecasts made by Blue Chip Indicators reveals
that the more recent forecasts are a little more
optimistic. This might give some credence to the
assumption that an economic recovery is near.

A comparison of the 2000 economic forecasts
also shows that the more recent forecast made
by Blue Chip Indicators is slightly more opti-
mistic. For example, the IMF forecasts U.S. eco-
nomic growth in 2000 at 2.2% whereas the Blue
Chip forecast is 2.8%. Korea is another example
where the forecast has become more positive in
recent months.

The U.S. economy will remain a vital compo-
nent in the world outlook. The Index of leading
economic indicators, used to predict turning
points in the U.S. economy, continues to move
higher. It does not suggest a near-term reces-
sion.

Accelerating rates of growth in consumer spend-
ing have buoyed the U.S. economy in recent
years. Spending growth, adjusted for inflation,
has averaged nearly 5% in the past four quar-
ters.

Spending growth by U.S. consumers has in-
creased faster than their incomes, which has led
to a decline in the personal savings rate. In fact,
the rate of savings has been negative over the
past three-quarters.

Consumers have been spending at above-nor-
mal rates partly because of rising household
wealth created by a surge in stock prices. Al-
though corporate earnings have increased sig-
nificantly in the United States over the past five
years, the price to earnings ratio—the best long-
term valuation method for stocks—is now well
above historical averages. Even adjusted for low
U.S. interest rates and low inflation, stock prices
are probably 20% or more overvalued. A cor-
rection could ultimately result in slower growth
in consumer spending.

The Federal Reserve Board has been raising in-
terest rates in the past several months in an at-
tempt to slow the economy. Historically, the
stock market has reacted negatively to increases
in rates. It remains to be seen whether the U.S.
economy will experience a soft landing or a

sharp falloff in growth in 2000. The rise in rates
to date is not enough to result in a dramatic
change in economic growth.

Despite the forecast of better overall economic
conditions ahead, significant concerns remain.
We still do not fully understand the impact of
the Y2K problem, particularly in developing
countries. The U.S. stock market remains both
a key and a concern. If U.S. interest rates con-
tinue to rise, it could lead to a sharper than ex-
pected slowdown in the U.S. economy in 2000.
The IMF is forecasting a slight recovery in Ja-
pan. Improvements there are important to the
Asian region as a whole, but there is still no clear
sign that the Japanese economy is on an upswing.
And finally, a stable currency in China is im-
portant in preventing another meltdown of Asian
currencies that took place in 1997. So in sum-
mary, the world situation is improving although
there are many uncertainties.

Growth in world fiber demand is closely linked
to changes in economic activity. Periods of ro-
bust fiber growth have occurred during periods
of above-normal economic activity, and periods
of declines in fiber consumption have always
occurred during recession periods. In 1998, fi-
ber demand growth was essentially zero, con-
sistent with the weakness in the world’s
economy. This was the fourth downturn in fiber
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consumption since 1970. The economic estimate
for 1999 would suggest zero or negative growth
in fiber consumption in 1999.

Long-term fiber consumption has increased at
an average annual rate of 2.6%, or 70% of the
growth rate in world GDP. This ratio is referred
to as the income elasticity of demand.

From 1993 to 1998, world GDP averaged 4.1%
and fiber demand increased at an average an-
nual rate of 2.9%. The ratio was consistent with
the long-term elasticity. So there hasn’t been a
structural change in the relationship between
economic activity and fiber growth over the past
five years.
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Based on the IMF forecast mentioned earlier,
world fiber consumption is forecast to grow an
average of 2.6% per year to 2003. Consumption
is not expected to increase in 1999 but should
expand about 2.2% in 2000 and average 3.5%
from 2001 to 2003.

The last section will be devoted to the outlook
for cotton demand. After a relative stable mar-
ket share for cotton between 1980 and 1990,
cotton’s share has plummeted nearly a percent-
age point per year through 1998.

Cotton has not lost much share to man-made
staple fibers. Noncellulosic-staple fiber has in-
creased slightly but not enough to explain
cotton’s dramatic decline.

The big gain has been made by man-made fila-
ment fiber. Filament fiber has increased 8 per-
centage points in share since 1990.

Relative cost factors give only a partial expla-
nation to the share changes. There is no world
price for synthetic fibers but their prices are a
function of oil prices. The graph shows the rela-

tionship between the price of oil, expressed in
dollars per barrel, and the world price for cot-
ton expressed in cents per pound. Declines indi-
cate that oil and oil derivatives are becoming
more competitively priced compared with cot-
ton. Using annual averages, cotton has become
less competitive over the last ten to fifteen years.

A major factor in cotton’s sluggish output growth
over the past ten years is the sharp loss in de-
mand in the countries of the former USSR. Cot-
ton lost 6 million bales in the former USSR in
just five years during the early 1990s. Also, there
has been no increase in consumption in China
in nearly ten years after a 32% gain from 1980
to 1990.

Excluding China and the former USSR, cotton
demand has moved in sync with economic ac-
tivity. However, the income elasticity has fallen
somewhat in the last ten years so there are other
factors that have influenced cotton’s share.

In summary, there are several reasons for cotton’s
loss in share over the past ten years. They in-
clude lost markets in the former USSR, a lack
of cotton demand in China, the recent Asian fi-
nancial crisis, cheaper relative prices for syn-
thetic fibers and accelerated growth in man-
made fiber capacity.

Going forward, cotton’s competitive position
may be improved somewhat. Oil prices have
risen rapidly in recent months, putting upward
pressure on the intermediates used in making
synthetic fibers.

And with cotton prices low, oil is becoming ex-
pensive compared with cotton. The ratio in Sep-
tember was the highest in nearly ten years. This
could help slow cotton’s share loss.

Cotton’s share will likely continue to decline but
at a slower rate in the next five years. The pro-
jection is for cotton to account for 40% of fiber
demand, a decline of 0.3 points in share per year
from 1998.

Expressed in bales, cotton demand in the year
2003 will rise to 94 million bales, an average
increase of 1.7% per year from 1998. Growth
may be negative in 1999, slightly positive in
2000, with stronger growth in 2001 to 2003.

Expressed in metric tons, cotton demand is likely
to reach 20.5 million tons in 2003 compared with
just under 19 million tons in calendar year 1998.

In conclusion, the IMF is forecasting a recovery
in economic activity beginning in 2000 with a
stronger growth rate in 2001 to 2003. The un-
certainty surrounding this forecast remains high.
Based on the IMF economic forecast, fiber con-
sumption should average 2.6% per year from
1998 to 2003, with stronger growth in the later
part of the time period. Cotton demand should
increase but at a slower rate than world con-
sumption. Cotton usage should grow an aver-
age of 1.7% per year over the next five years,
with a better relative performance after 2000.
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and marketing, the last two seasons (1997/
98,1998/99) have witnessed the start of the con-
trol of these problems and of progress towards
the reaping of the fruits of the liberalization
policy, as represented by the following:

• An increase in the acceptance of private-
sector companies and individuals dealing
in cotton. These now constitute about 65%
of the total number of those trading in cot-
ton internally.

• An increase in the quantity of cotton pass-
ing through the private sector.

• The export policy guarantees that any im-
porter can obtain all his needs at any time
throughout the year and even after the start
of the following year’s crop.

• The most important advantage that has been
granted to the export companies consists of
the opportunity to export cotton directly
from gins equipped with fluffing rooms and
steam presses in Alexandria. This means a
reduction in the cost of preparing cotton for
export, which is born entirely by the im-
porter.

• Measures taken to reduce the percentage of
foreign matter in cotton, especially polypro-
pylene fibers, have manifested recently in
a tangible decrease in this percentage. This
is a result of laboratory analyses and con-

tinuous efforts to reach a percentage of zero
foreign matter.

These efforts have begun to bear fruits in the
increase of cotton exported abroad, from 18,000
tons at the beginning of the 1990s to 66,000 tons
in 1994/95, the first year of the liberalization of
cotton trade, and then to 70,000 and to 110,000
tons in the two last years (1997/98 and 1998/
99. These quantities included all varieties of
Egyptian cotton currently under cultivation and
went to more than forty nations in Europe,
America and Asia.

In order to produce high quality cotton, the va-
rieties for the 1999/2000 season consist of eight
instead of the twelve that have been cultivated
before. They are: Giza 45,Giza 70 and Giza 88,
among extra-long staple cotton; Giza 86, Giza
89 and Giza 85, from the group of long-staple
cotton cultivated in lower Egypt and the delta;
and Giza 83, from the group of long staple cot-
ton cultivated in upper Egypt.

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 many poor farmers are directly linked
to the fortunes of this crop. For many other de-
veloping countries, on the other hand, cotton

Third
Plenary Session

Statement of Egypt
Egyptian cotton marketing operations have
passed through a number of changes, starting
with the stage of free marketing to the stage of
compulsory cooperative marketing.

Subsequently, in the late eighties, a new policy
commenced. One of its important features was
to liberalize cotton trade in order to motivate
producers to accept its cultivation and care so
that Egypt might regain its share of the global
market. This was achieved through the issuing
in 1994 of three pieces of legislation in internal
cotton trade, plus the establishment of the Cot-
ton Exporters Association and the revival of the
spot market floor at Mena el Basal in Alexan-
dria.

While during the first three years of liberaliza-
tion guarantee prices were set to protect farm-
ers, complete liberalization was followed ac-
cording to a market mechanism and the linkage
of purchase and export sale prices.

Despite the fact that the first three seasons of
the transformation toward liberalization were
full of problems, coming as they did after long
years of bureaucratic orientation in production
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contributes to national economic growth, em-
ployment and, hence, to food security, indirectly
through the export of cotton textiles. FAO’s in-
terest in cotton stems partly from its commit-
ment to enhance food security, particularly in
the light of the World Food Summit of 1996.

One of our major programs this year was to pro-
vide technical support to the 1999 China Inter-
national Cotton Conference. With technical sup-
port by many international organizations, in par-
ticular ICAC, we assisted the Chinese govern-
ment to organize its first international cotton
conference this September. It was a successful
conference and drew more than 110 participants
from all over the world. This conference pro-
vided an international forum for policy makers,
cotton industry leaders, experts and business-
men from the world’s major producing and con-
suming countries to discuss market develop-
ments, trade policy reforms and future challenges
facing the world’s cotton industry. In particular,
the special session on China allowed a better
understanding of the current reforms in the Chi-
nese cotton industry and their likely impacts on
the world market. These reforms were hailed as
another step by China towards a more liberal
economic environment, but the transition in the
sector is likely to be difficult and may not quickly
resolve the problem of excess stockholdings and
their depressing effect on world cotton prices.
An important feature of this conference was the
discussion of various cotton issues in a broad
fibers framework, covering developments in
both the cotton and man-made fiber markets, as
well as trade in textiles. The conference provided
a better understanding of the implications of the
Agreement on Textiles and Clothing, but some
participants expressed concern that the imple-
mentation of the ATC was proceeding slowly and
that it might not be possible for all quotas to be
eliminated, as scheduled, by January 2005. Most
papers presented to the conference are being
published in four languages, English, Spanish,
French and Chinese. The English version is now
available, and the Spanish, French and Chinese
versions should be available by the end of De-
cember 1999 or early January 2000. I hope this
publication will be a useful reference on the
world and Chinese cotton industries. In the light
of the success of this conference, the Chinese
authorities have expressed an interest in orga-
nizing a second such conference in two years’
time.

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. In the
year 2000, we plan to combine the sessions of
our intergovernmental groups on jute and on hard
fibers and hold a conference on natural fibers.
Cotton would be included in the conference,

which is tentatively planned to be held in Rome,
probably around November. I hope it will be
possible for ICAC to contribute to that confer-
ence, and that some of the delegates here may
be able to participate.

FAO and ICAC have enjoyed a long-standing
and productive relationship, having successfully
worked together on many occasions. The most
recent joint activity between our two organiza-
tions has been the formulation of projections on
cotton to the year 2005. The publication from
this joint study, The World Cotton Market: Pro-
jections to the Year 2005 was distributed here
this week, and I am sure that you will find it
useful as an indication of where cotton produc-
tion, consumption and trade may be going in the
course of the next six years.

Another example of joint work between our two
organizations is the contribution by ICAC to the
development of the Global Plant and Pest Infor-
mation System (GPPIS) at FAO. This global,
shared knowledge resource for information on
plants and pests, covering a wide variety of
crops, including cotton, is available through the
Internet at: http://pppis.fao.org. Individuals are
invited to review, to comment on and to contrib-
ute to the information contained in this database.

FAO implements technical projects to provide
assistance to its member nations to improve pro-
ductivity in cotton production. For instance, the
FAO Regional Office in Latin America has made
considerable efforts to establish a cotton network
in the region and a project, “Control over Mexi-
can Weevil and Integrated Pest Management
Training in Bolivia,” has been approved just this
month under the FAO Technical Co-operation
Programme (TCP). FAO will continue its efforts
to promote the adoption of new cotton technolo-
gies and would also be willing to act as an imple-
menting agency on behalf of ICAC.

FAO hopes to be able to continue working
closely with ICAC to promote a thriving world
cotton market and hence to contribute to an im-
provement in global food security.

Statement of CIRAD-CA
CIRAD is a scientific organization specializing
in development-oriented agricultural research
for the tropics and subtropics. Its fields of skill
cover agronomy, animal farming, forestry,
socioeconomics and the agrofood sector. CIRAD
research on cotton has progressed for more than
fifty years on several continents. Actions are per-
formed in cooperation with partners in the North
and in the South; these are research, training or
development aid bodies.

In the past three years, CIRAD has covered var-
ied, fairly general subjects in its communica-
tions as an international observer:

• in Tashkent (Uzbekistan) in 1996, the dif-

ficulties in transferring research recommen-
dations to users;

• in Asunción (Paraguay) in 1997, the role of
governments in the development of cotton
production;

• in Santa Cruz de la Sierra (Bolivia) in 1998,
the image of cotton for the general public
and the need to improve it.

At these meetings, CIRAD has also had the op-
portunity of presenting some of its results in dif-
ferent research fields.

I would like to discuss a more specific subject
today. The cotton sectors in West Africa are en-
countering new difficulties. What are these and
how should research be oriented?

Cotton has played a major role in the rural de-
velopment of West Africa in the past four de-
cades. Today, it is grown on more than 2 million
hectares and directly concerns more than 10
million people. West Africa has become the third
largest exporter in the world. The quality of Af-
rican fiber is recognized on the international
market. Production and export have increased
steadily thanks to the combined efforts of the
cotton companies and research institutes. The
economic and social impacts are substantial
through foreign currency earnings for states and
incomes for rural people. The crop contributes
to food security and stimulates the organization
of the rural world. Long criticized, cotton culti-
vation is recognized as a model that has been a
driving force behind exemplary socio-economic
development.

However, these results can be seriously called
into question today. The increase in production
masks a significant decrease in yields in the
1990s—for the first time since World War II.
Deep-seated organizational and institutional
changes can be observed. Crop profitability is
seriously threatened, as is the sustainability of
cropping systems. This is all the more serious
as prices are dangerously low in the world cot-
ton market, which is going through a particu-
larly morose period.

Increasing constraints are hitting cotton-grow-
ing hard. Climatic problems are becoming more
serious, making the success of cotton uncertain
in the northern parts of the countries and shift-
ing the crop southwards. Recent phytosanitary
constraints could result in the disappearance of
cotton-growing if no large-scale measures are
taken. The problem is the resistance of insects
to insecticides and renewed outbreaks of other
insects. Soil degradation is continuing in many
places. Farmers are faced with difficulties with
regard to their cash position, labor and equip-
ment. These difficulties have worsened with the
disappearance of supervision and subsidies. The
pressure exerted by northern countries with re-
gard to the environment has called into question
the way in which inputs are used.
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The liberalization of cotton industries means that
small growers must group in farmers’ organiza-
tions. It is becoming essential to have contacts
with these in order to understand their produc-
tion strategies, needs and resources.

The standard crop management sequence is
showing its limits, as it does not take sufficient
account of the diversity of technical and social
situations. Many farmers are trying to adapt to
their constraints in the short term but without
mastering them in the long term.

Cotton growing in West Africa could therefore
be called into question in a situation where cash
crops are rare. The efforts made in recent de-
cades might turn out to be vain unless a marked
inflexion in research has a rapid effect in the
field. With the support of CIRAD, cotton re-
search activities are taking a new direction,
“New Cotton Cultivation,” or NCC. This trend
takes into account the changes that I have just
mentioned. The NCC approach is aimed at ac-
quiring knowledge of the way these phenomena
work (the comprehension phase) and then the
formulation of optimum proposals for the con-
ditions encountered (action phase). It is a
strongly trans-disciplinary approach, in which
disciplines and sensibilities can be set against
each other. It is also a scientific challenge. By
asking pertinent questions, NCC contributes to
a renewed agricultural methodology and enables
progress to be made in agricultural sciences.

NCC research involves the appraisal of each
component of the standard crop management
sequence. It reconstructs solutions with “vari-
able geometry,” either by adapting tried and
tested techniques or by drawing inspiration for
innovative concepts or convincing experiments
concerning other plants or other ecological con-
ditions. NCC integrates all the levels of approach
(field, cropping system, holding) and also in-
cludes sociological considerations. It is an adap-
tive, participative approach, with farmers in-
volved from the diagnosis stage to the dissemi-
nation of techniques. The training of farmers and
their representatives is an important component
of NCC in order to achieve the coherent transfer
of innovations.

For each action, NCC seeks the best interactions
between plant, crop management sequence and
the natural and sociological environment under
given local conditions. It simultaneously ranks
lines of research according to the major con-
straints. Let us take a simple example, the rapid
installation of cotton production on the plant,
which is a central theme. This is important in
order to establish better resistance to water stress,
to escape extremely destructive insect pests, to
reduce the arduousness of tasks as much as pos-
sible and to make better use of the labor and
equipment available during cropping. In the
medium term, NCC actions should enable a
farmer to select an optimum crop management
sequence. This is a sizable issue but a necessary

condition for the African cotton industry to be
sustainable and competitive.

African cotton growing is changing and the risks
are considerable. With NCC, we are making an
undertaking with regard to our West African
partners. We must anticipate tomorrow’s ques-
tions and develop the appropriate technical so-
lutions. NCC recognizes growers as essential
partners. NCC pursues development-oriented
research and thus intends to participate in the
maintaining of competitiveness and
sustainability of the cotton sectors in West Af-
rica.

Statement of Poland
The Government of Poland pays keen attention
to the matters of sanctity of contracts, fair rules
of trading and promotion of merchants’ ethics.
One of the organizations active in the promo-
tion of these values is the Gdynia Cotton Asso-
ciation (GCA), the institution that for many years
has been effectively assisting the Government
of Poland in its contacts with the ICAC. Fulfill-
ing its statutory task, the GCA has undertaken
the initiative of establishing a strong textile lobby
in Poland that backs proper and effective policy
towards the industry and contributes to the im-
provement of production and processing of cot-
ton, both in the domestic and international mar-
kets. We feel that cooperation with other Euro-
pean lobbying organizations could be produc-
tive and hope it can be started soon.

Poland expresses its satisfaction with the con-
tinuous increase of the number of governments
interested in membership in ICAC, the acces-
sion of Togo being a visible sign. This is an-
other evidence of ICAC’s high position in the
world of cotton.

We also welcome the establishment of the Pri-
vate Sector Advisory Panel (PSAP) and accept
the program presented in their report. We agree
that the annual plenary meetings and their agen-
das should reflect the most important problems
confronting the world cotton industry and should
help to strengthen the position of cotton as the
fiber preferred by industry and consumers. We
also express the opinion that the PSAP—as a
consulting team—could improve the potential
of ICAC, while its fundamental nature as an in-
tergovernmental body should remain unchanged.

It is a great privilege and honor that on the oc-
casion of the 58th Plenary Meeting being held
in Charleston, on behalf of the Government of
Poland and its Ministry of Economy, I have the
pleasure to extend an official invitation to the
International Cotton Advisory Committee to or-
ganize the 62nd Plenary Meeting in Poland.
Since 1992, no plenary meeting has been held
in a cotton-consuming country. Poland will be,
then, the first such country to host the plenary
meeting after a long break.

The Polish cotton trading and processing tradi-
tion goes back to the mid-18th Century, and there
are many historic places and industrial com-
plexes in Poland which could be of interest to
the participants of the 62nd Plenary Meeting.
Poland will be honored to have the opportunity
to host the meeting and to welcome so many dis-
tinguished representatives of the world cotton
industry. We believe that decisions undertaken
in this meeting will be also very important for
the sector.

We are looking forward to see all delegates in
Poland in the year 2003.

Statement of Russia
On behalf of the Government of the Russian
Federation, I would like to confirm the follow-
ing intentions regarding our cotton industry and
trade:

• Continue our participation in ICAC’s ac-
tivities, meetings and programs.

• Apply our efforts to observe the rules and
maintain the traditions of ICAC, and col-
laborate with other international organiza-
tions and national cotton associations.

• Fairly execute our duties in full conformity
with ICAC Rules and Regulations.

• Continue to build a civilized cotton market
within the Russian Federation.

• Integrate the Russian cotton market into the
global market with the assistance and sup-
port of ICAC, through the establishment of
direct bilateral relations with national cot-
ton associations, and through the develop-
ment of up-to-date working conditions
within the cotton market in Russia.

Statement of the
United Kingdom

There is one issue that I would like to highlight,
which I do not believe has been mentioned re-
cently, at least in my personal experience at the
last two plenaries in Asunción and Santa Cruz
de la Sierra, nor so far this afternoon. This is the
importance which the UK attaches to respect-
ing the provisions of the international conven-
tion—the 1958 New York Convention on For-
eign Arbitral Awards. It is satisfactory to be able
to report that the overall number of firms re-
ported to have failed to honor lawful arbitration
awards has decreased during the last twelve
months.

We will be coming on to discuss later in the week
the support which governments might contrib-
ute to the initiatives put forward by the Private
Sector Advisory Panel. But there is one area in
which the UK would like to see particular effort
devoted, which is the “benefits of fair trade prac-
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tices” as part of the educational role which the
ICAC might set itself. I hope this will encom-
pass the importance of contract sanctity and the
honoring of arbitral awards.

Statement of Uzbekistan
Since our independence in 1991, we have re-
considered our approach to the cotton industry.
Our main target is to reduce the dominant role
of cotton in our agriculture, preserving the pro-
duction level with respect to internal consump-
tion and required exports.

As you all know, Uzbekistan is the largest cot-
ton producer in Central Asia, the fifth producer
in the world after China, the USA, India and
Pakistan, and the second largest exporter after
the USA. Our production and export possibili-
ties are quite important for the world cotton in-
dustry.

Referring to the 1999 cotton production fore-
cast, we regret to report that frost in April when
replanting, unexpected rains in May and wet and
cold weather during the summer months caused
great concern. However, warm, dry weather dur-
ing harvesting allowed farmers to recover all
losses. We forecast that seedcotton production
will be a bit lower than the planned 4.0 million
tons, and estimate fiber production at 1.08 mil-
lion tons, which is above last year’s production
of 1.0 million tons.

Our companies’ export policy includes a mar-
ket price for each portion to be exported, uni-
form contract terms, and obligatory quality pre-
inspection of cotton involving a wide range of
buyers. As all our customers have noted, the situ-
ation is improving and Uzbekistan is becoming
a stable supplier of cotton as was the case sev-
eral years ago.

Now, let me say a few words about the latest
changes in the cotton sector of our economy last
year.

Development of the cotton industry, increasing
cotton production, and improving fiber quality,
all depend on seed breeding and seed prepara-
tion. Uzbekistan researchers have produced cot-
ton varieties with good yield and short term
maturity. New seed varieties prepared in coop-
eration between farms and scientific institutes
are widely used in Uzbekistan’s cotton belt.
Basically, all gins produce high quality fiber with
a good output of 32-35.5%.

Machinery for cotton production is another pri-
ority. We are trying to consolidate efforts with
recognized world leaders in cotton machinery
building. Thus, we have established a venture
with American Case Corporation for the pro-
duction of cotton picking machines and tractors.
We believe this will allow us to improve culti-
vation and reduce picking time. This harvest
season, we are using domestic picking machines

together with Case machines. For the last few
years, major technological parts in ginning fac-
tories connected with drying, cleaning and gin-
ning have been renewed.

It is pleasant to note a serious development in
local consumption of cotton fiber: the growth
of yarn exports. Presently, our local industry pro-
cesses about 150 thousand metric tons, or 14.2%
of the total volume of cotton produced. By the
year 2002, this volume is projected to increase
up to 200 thousand metric tons, or 15.4%. In
order to improve the technological process and
introduce modern equipment, special attention
is being given to attract investments to the tex-
tile sector. Currently, Uzbekistan has several
mills with various degrees of participation in
foreign capital, such as Daewoo Textile and
Kabul Textile (Korea), Papfen (Turkey), and
others, which have increased the volume of con-
sumption, improved quality and improved our
competitiveness in the world market. The good
quality of Uzbek yarn can be noticed in the Eu-
ropean market.

Still, in order to increase the competitiveness of
Uzbek cotton and further promote it in interna-
tional markets, we should develop all and each
sectors of our cotton industry, from seed breed-
ing through ginning to marketing, effectively
reducing production costs.

You are well aware that Uzbekistan does not own
sea exits, so, finding effective transportation
routes and reducing costs is our number one ex-
port quest. We recently developed a new trans-
portation route through Turkmenistan-Georgia
to port Poti and Batumi, and further to Euro-
pean ports. From the Black Sea, cotton can eas-
ily reach the Mediterranean market of cotton
consumers. This route is a continuation of the
Eastern route from China through Kirgizistan
to the Fergana Valley of Uzbekistan. Currently,
the AutoRoute is under reconstruction but a rail
route will be built separately. All this activity is
part of the program of recreation of the Great
Silk Route. Another very important port is
Bandar-Abbas in Iran, used for both, the Far East
and the Indonesian countries’ markets. Certainly,
we will continue to use the Baltic ports and, first
of all, the port of Riga that serves mainly to the
European market.

I should point out another area of increased ef-
fectiveness in the transportation of Uzbek cot-
ton—the creation in Uzbekistan of a chain of
terminals for warehousing and container ship-
ment. The advantages of using these facilities
are the organization of prior shipment inspec-
tion, the use of warehouse receipts as collateral
for credits, the organization of extra services for
buyers, and many others.

At the end of my statement, I would like to call
your attention to the current market situation.

The current market can be characterized as hav-
ing a high level of supply and limited demand,

resulting in very keen competition between dif-
ferent cotton origins both in the European and
Far East markets, and weak prices.

We, as one of the largest cotton exporters, con-
sider this a very dramatic situation. From our
sight, it becomes difficult to afford the increase
in cotton discounts. It is not easy for our coun-
try, which is only trying to build a strong
economy, to support cotton farmers. In our opin-
ion, the major negative pressure on the market
comes from two factors: First, the U.S. Step 2
marketing program supporting its cotton indus-
try, because it allows U.S. cotton to be very com-
petitive pricewise; and second, the liberaliza-
tion of cotton trade in China inducing state price
control, because it results in significant volumes
of rather qualitative cotton being placed into the
market.

We highly appreciate the policies of both gov-
ernments regarding the cotton sector, but at the
same time we think that a more weighed ap-
proach with lower influence on world cotton
prices could be possible.

Nevertheless, regardless of the current depressed
prices caused by the large supply, we are quite
optimistic for the future. Taking into account the
unwillingness of producers to further discount
their prices and the estimation of lower produc-
tion for next season, we expect a stronger mar-
ket by the end of this year and the beginning of
next year.

Statement of the
International Textile

Manufacturers Federation
(ITMF)

The Spinners Committee, which is the
Federation’s main forum for the discussion of
questions on raw cotton and may therefore be
called the “cotton arm” of the ITMF, is looking
back to a busy year, its work emphasis being on
strengthening cotton’s position in the market-
place. Thus, the Committee

• traveled to the Australian cotton growing
areas of Narrabri and Wee Wa, New South
Wales, following the ITMF annual confer-
ence in Melbourne in October 1998;

• released the “Guidelines for Purchasing
Raw Cotton” in March 1999;

• traveled to Stoneville, Mississippi in May
1999 to visit the installations of the USDA
ginning laboratory and held discussions
with Mr. Stanley Anthony, head of the labo-
ratory and inventor of the IntelliGin Sys-
tem;

• met subsequently with board members of
the American Cotton Shippers Association
at the Association’s 75th Jubilee Conven-
tion in Colorado Springs;
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• traveled to Cochran, California to visit the
installations of a large U.S. agri-business
concern;

• met in September 1999 for the fourth con-
secutive time with representatives of cot-
ton testing instrument manufacturers in its
ongoing effort to improve the dialogue in
the cotton pipeline;

• traveled to Greece and Turkey in October
1999 immediately following the ITMF an-
nual conference in Venice, Italy to visit the
cotton growing areas in and around
Thessaloniki, Izmir, Adana and those of the
South Eastern Anatolia project around
Gaziantep and Sanliurfa.

Guidelines for Purchasing Raw Cotton
As reported in our statement to the plenary meet-
ing in Santa Cruz, Bolivia last year, it has been
the strong belief of the Spinners Committee that
cotton’s position in the fiber market can be
strengthened by adapting trading conditions to
the ever-more stringent requirements of the tex-
tile market. Several years ago, therefore, a set
of guidelines on cotton contracting was pro-
posed, which after much consideration was fi-
nally published under the title “Guidelines for
Purchasing Raw Cotton.” The document is in-
tended to offer guidance to all those concerned
with buying and selling cotton by providing a
set of guidelines for use during negotiation and
when preparing cotton sales contracts. The
guidelines are given in the form of basic points
that should be considered and items that should
be specified during negotiations and when draw-
ing up the final contract. 9,000 copies of this
brochure have since been circulated to mills, raw
material buyers and other interested parties
around the world.

Towards a Modern Marketing System
Since its inception in 1985, the ITMF Spinners
Committee has insisted on the need for a mod-
ernization of the cotton marketing system in the
interest of both producers and consumers. To be
successful, the concept would have to be based
on measured fiber properties. Testing technol-
ogy in cotton is advancing by leaps and bounds
with the progress of electronics. In September
of this year, members of the Committee met
again in Zürich for two days with developers of
cotton testing instruments to discuss the spin-
ning industry’s requirements in this field. Since
1980, ITMF has a separate sub-committee, the
International Committee on Cotton Testing
Methods, which is accompanying and encour-
aging the development of new technology in this
area. The chairmen of the five working groups
of that Committee reviewed the work in progress
on the occasion of the Beltwide Cotton Confer-
ence in Orlando at the beginning of this year.

Just prior to the 75th Jubilee Convention of the
American Cotton Shippers Association in Colo-

rado Springs, at the end of May of this year,
members of the Spinners Committee had an op-
portunity to visit the installations of the USDA
Ginning Laboratory in Stoneville, Mississippi
and were impressed by what they saw. More than
ever before is the Committee convinced that the
technology is now in place to move towards a
spinability-oriented cotton marketing system, to
which end we propose to continue the dialogue
with the cotton trade with a view to moving to-
gether in the same direction, in the long-term
interest of cotton.

Cotton Contamination Survey
To obtain the fiber that spinners want to process
and the final consumer wants to buy, cotton
needs to improve and maintain its fiber quality.
To be able to fully utilize the intrinsic qualities
of the fiber, cotton must arrive at the spinner
free of contamination. Although technology has
been developed in recent years to eliminate con-
taminants during the spinning process, not all
such material can be detected and when it is, it
results in lower productivity levels especially
when the contaminant is removed after yarn for-
mation. Therefore, spinners always will give
preference to contamination-free cotton. ITMF
started early to shed light on spinners’ percep-
tion of contamination with its biennial Cotton
Contamination Survey, the last issue published
at the end of August 1999.

Copies of the report have since been circulated
to government departments, cotton research in-
stitutions, trading organizations and individuals,
as well as to other parties interested in raw cot-
ton in over 80 countries of the world. We are
deeply concerned at the deterioration the 1999
survey has revealed in the overall level of con-
tamination, 6% of all cottons evaluated being
seriously contaminated (as against 5% in 1997)
and 15% moderately contaminated (as against
13% two years ago). Stickiness seems to have
been in decline last year with 20% of evalua-
tions pointing to this particularly damaging form
of contamination as against 23% in 1997. The
appearance of seed-coat fragments, on the other
hand, has been rising again in the last survey to
38% of evaluations after a fall to 32% in 1997.

International Cotton Federation (ICF)
It has been the persistent conviction of the Spin-
ners Committee that for cotton’s place in the fi-
ber market to be strengthened, we need to im-
prove the dialogue in the cotton pipeline from
breeder to grower to ginner to trader and finally
to the spinner. The Committee’s belief is re-
flected in its working program, which over the
years included discussions with all these seg-
ments and in many different cotton producing
countries. The Committee on behalf of the ITMF,
therefore, welcomes and fully supports the for-
mation of the Private Sector Advisory Panel
within the ICAC. The Committee is also inter-
ested in, and supported the proposal of the

Liverpool Cotton Association to set up an all-
embracing “International Cotton Federation.”
Although little has remained of the original con-
cept after discussion of the project in the cotton
trading circles concerned, the Committee re-
mains attached to the idea of a world forum
where growers, the trade and spinners could meet
on equal terms and on the basis of a common
agenda. ITMF, through its Spinners Committee,
will continue to work towards the bridging of
the traditional gap between producer and con-
sumer with the objective of tackling the ques-
tion of quality evolution and the enormous chal-
lenge of ecology we all have to face today.

Fourth
Plenary Session

Improving Cotton Demand
Through Research

and Promotion

 J. Berrye Worsham
Cotton Incorporated

USA
Cotton Incorporated is a private, not-for-profit
organization dedicated to research and promo-
tion of upland cotton. It was created in 1970 as
a result of federal legislation called the Cotton
Research and Promotion Act of 1966. The Act
established a framework for cotton producers
to compete against the large synthetic fiber com-
panies who were spending millions in research,
development and marketing.

Our corporate headquarters is in Raleigh, North
Carolina and our consumer marketing headquar-
ters is in New York City. We have five interna-
tional offices dedicated to providing technical
and informational services to the customers of
U.S. cotton. The international offices are located
in Osaka, Japan; Basel, Switzerland; Singapore;
Shanghai, China and Mexico City.

Cotton Incorporated is funded by an assessment
on upland cotton produced in the United States.
Since 1991, this same assessment has been ap-
plied to the imports of cotton and cotton prod-
ucts into the United States. This resulted from
an amendment to the Cotton Research and Pro-
motion Act. The rate is equivalent to one dollar
per bale plus 1/2 of one percent of the value of
the bale (or bale equivalent). For example, at a
$.60 per pound price and assuming a 500 pound
bale, the total assessment would be:

           $1 + (.005 x .$60 x 500) = $2.50

Using the above example, the assessment would
amount to 0.8% of the total lint value of the bale.
The import assessment is calculated using the
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same formula but is based on the weight of cot-
ton in the imported product (the percentage of
cotton multiplied by an average weight factor).

Funds from cotton producers are assessed at the
first point of sale (the gin) and U.S. Customs
collects assessments on cotton imports. These
funds are directed to a quasi-government orga-
nization called the Cotton Board. The Cotton
Board’s main role is to ensure that research and
promotion funds are fully collected in accor-
dance with the Act as well as to contract with
Cotton Incorporated to carry out the research and
promotion mandate. The United States Depart-
ment of Agriculture has an oversight role in the
program.

That is a slightly oversimplified summary of the
mechanics of the program. With the remaining
time, I would like to briefly summarize Cotton
Incorporated’s promotional activities.

Since its inception, our philosophy has been that
a successful overall program requires the inte-
gration of both research and promotion. Creat-
ing consumer demand through promotion is most
effective when there is a constant stream of new
products and developments for cotton that is
being generated throughout the pipeline. Our
programs touch the entire cotton chain, from
agricultural research at the producer end, textile
research and fiber quality research in the middle
of the chain and consumer and retail promotion
at the end of the chain. These are only some of
our activities.

Promotion activities include programs directed
at consumers as well as promotional programs
directed at the mills, manufacturers and retail-
ers. With time constraints, I will only touch upon
on consumer and retail promotional activities.

Television advertising is the cornerstone of our
promotion effort. In fact, television advertising
accounts for nearly two-thirds of Cotton
Incorporated’s overall promotion program in
terms of dollars expended. Despite the fact that
it is an expensive medium, television offers the
advantage of sight, sound and motion in con-
veying a message to the consumer.

We work closely with the sixth largest advertis-
ing agency in the United States— Ogilvy &
Mather—to develop campaigns that effectively
reach our target audience. The agency is also
responsible for developing a network plan and
negotiating buys with the networks and cable
stations in order to strategically place the ad-
vertisements. One goal is to maximize exposure
to a target audience. Our target audience is men
and women age 18 to 49 with an emphasis on
youth and women. Typically, our television cam-
paigns air for approximately three years before
a new one is developed.

Cotton Incorporated’s current campaign features
the tagline, Cotton The Fabric of Our Lives ®.

There are four 30-second commercials in the
campaign, each highlighting a key part of the
retail cotton business. They are: (1) denim, (2)
casual dressing, (3) home furnishings and (4)
underwear. Each contains a unique musical ren-
dition of The Fabric of Our Lives theme.

Our television program mix is broad, including
daytime-news programs, soap operas, talk
shows, prime-time specials and movies. One
change in strategy over the past year was to more
aggressively target a younger audience. We have
shifted resources from broadcast to cable net-
works that generally capture a younger viewer.
For example, Cotton Incorporated is now a ma-
jor sponsor on MTV, which is a youth-oriented
music-television network.

Television is not the only medium that we use.
We recently supplemented our television cam-
paign with a billboard campaign in New York
to tie into a major fashion event. We are also
providing posters to college campuses around
the country which feature pictorials of the cot-
ton television ads.

Print advertising is also used to reach the U.S.
consumer. We have placed advertisements in
Martha Stewart Living, a major upscale publi-
cation that reaches middle and upper-income
women. Cotton Incorporated also has an ongo-
ing program with the Reader’s Digest.

In Mexico, we have produced a billboard adver-
tising campaign that highlights the Seal of Cot-
ton. It is also directed at the youth market.

One of our most important promotional activi-
ties occurs at the point of sale. Consumer re-
search indicates that consumers’ decisions about
clothes and fashion are largely influenced from
store displays. We have cotton promotional pro-
grams with major U.S. retailers in which the
retailer agrees to feature the Seal of Cotton. We
have sponsored fashion events at major retailer
outlets such as Macy’s and in malls. And we
have licensed the Seal to the world’s largest
manufacturer of laundry detergent, Procter and
Gamble. The Seal of Cotton is displayed on
packaging and has been featured in the
company’s advertisements. This is an example
of a third-party endorsement that helps us lever-
age our advertising budget.

Finally, it is also important to let the industry
know that their customers are being reached with
a strong cotton message. We produce trade ad-
vertising in a number of publications that reach
the apparel, home furnishing and textile indus-
try with ads that talk about cotton as a miracle
of nature.

In conclusion, there is no simple formula to ef-
fective advertising for cotton. However, some
points include:

• Understand the key attribute that connects

cotton with consumers. In the United States,
it’s the physical and emotional comfort of
cotton.

• Establish your target audience. Our audi-
ence is men and women age 18 to 49 with
an increased emphasis on women and youth.

• Reach your audience with the message as
many times as possible and as creatively as
possible.

• Establishing cotton as a brand takes time.
There will not be an immediate turnaround
in cotton’s share based on one spurt in ad-
vertising. It takes a concentrated effort over
several years to see results.

We have the resources to do consumer advertis-
ing in North America only. Internationally, Cot-
ton Council International is responsible for pro-
moting U.S. cotton and we are a financial con-
tributor to their program and are supportive of
their activities. Outside of North America, our
promotion efforts are largely geared to bringing
technical and informational services to the mills
and manufacturers as a value-added service for
buying U.S. cotton.

How do we know whether or not our promo-
tional efforts have been successful? There is no
single direct measure. However, we know that
U.S. consumers are aware of cotton advertis-
ing. Over the past year, cotton commercials aired
approximately 500 times on broadcast and 5,500
times on cable television. We reached over 90%
of the U.S. households an average of 24 times,
which is equivalent to 2.2 billion consumer im-
pressions. The Seal of Cotton, which is a regis-
tered trademark of Cotton Incorporated, has a
consumer awareness of over 70%, up from 18%
at its inception in the early 1970s. Also, we use
independent testing of consumer’s awareness
and attitudes about our commercials. Cotton has
a strong recognition in consumer recall of the
ads, the tagline, the music, as well as the Seal.
We also measure consumer likes and dislikes
and the positive to negative ratio is far above
industry norms.

Finally, the ultimate measure is in consumer
buying behavior. After years of decline in the
U.S. retail market, cotton’s share in apparel and
home furnishings (excluding carpet) has recov-
ered to 60%. This is in direct contrast to cotton’s
overall performance outside the United States.

Admittedly, there are many other factors that
affect cotton’s market share, but branding cot-
ton through consumer promotion has been in-
strumental in cotton’s success in the United
States.

I know that I cannot do justice to our program
in such a short period of time. Hopefully, these
remarks will give you some perspective on the
breadth and depth of our efforts.
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The Global Consumer
and Ingredient Branding

of Cotton

Allen A. Terhaar
Cotton Council International

USA
I want to thank the ICAC for this opportunity to
speak about promoting cotton and cotton prod-
ucts in today’s global market.

I will start my presentation with a bit of back-
ground on CCI and on what we refer to as the
COTTON USA program. The mission of CCI is
“to develop and expand overseas markets for
U.S. raw cotton fiber and U.S. manufactured
cotton products.” The underlying objective is to
increase both volume and value of “sales of
bales” of U.S. cotton and its products.

COTTON USA funding comes from two primary
sources:

1. The private sector through contributions from
the following organizations:
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Cotton Incorporated
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○National Cotton Council
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ACSA
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○AMCOT
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○NYCE
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Supima Association
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Dow AgroSciences

2. From public funds administered through the
U.S. Department of Agriculture on a matching
funds basis.

The COTTON USA strategy is based on what
we call supply-push/demand-pull. The supply
push strategy is basically to get information and
services to potential overseas customers that will
help to move U.S. cotton and cotton products
onto the world market, whereas the demand-pull
strategy is to get overseas customers to demand
COTTON USA products at retail that will draw
our cotton through the entire marketing chain.

Under the information portion of the COTTON
USA strategy, CCI collects original data and
market information, particularly about consumer
preferences that might affect cotton demand. The
“Global Lifestyle Monitor” carried out in eleven
overseas countries in collaboration with Cotton
Incorporated is one of those pieces of original
data collection. Along with the lengthy series of
data compiled by Cotton Incorporated here in
the U.S. about U.S. con-
sumers, we have unparal-
leled data on consumer fi-
ber preferences from
twelve key consumer
countries from around the
globe.

The basic objective of the
monitor was to explore
consumer attitudes and be-
havior.

Some questions were just
for fun—to determine how
much modern technology
had already affected the
consumer. For example,
“Are more consumers
shopping on the Internet?”
Not yet. Only 1 percent of
consumers in the eleven
countries have purchased
clothes over the Internet.

But there are other more
relevant questions about
apparel trends, such as
“Do consumers globally
prefer to buy apparel that
will outlast the latest fash-
ion fad?”

It turns out that consumers
strongly prefer apparel that
will outlast trends.

How important is quality
to the consumer, and what
is the connection between
quality and fiber?

Over 90 percent of consumers say that quality
is important when purchasing clothing.

It is easy for the consumer to say that they pre-
fer quality, but are they willing to pay extra to
get quality? The consumer response was an over-
whelming “YES.”

How strongly consumers feel about paying more
for quality does vary considerably by country,



STATEMENTS                                                                                                                                                                           23

with the strongest response in Colombia and the
weakest response in Korea, where the consumer
is apparently much more likely to buy on price.

If the consumer prefers quality and is willing to
pay for it, is there a connection between quality
and fiber type?

Yes! It is clear that most consumers associate
better quality with natural fibers, including cot-
ton.

Does the consumer actively search out fiber
types? Apparently they do because 74 percent
of consumers say that fiber content is impor-
tant. However, the importance of fiber content
varies considerably by age.

One might assume in today’s brand-conscious
world that brand would be more important to
the consumer than fiber content. But this does
not seem to be the case. Fiber content is impor-
tant to consumers of all ages, but grows increas-
ingly important with age.

Regional and country preferences differ on the
importance of fiber content or brand name, but
the importance of fiber consistently wins by a
large margin.

It was interesting to me to see that the British
will only choose fiber content half of the time.

If consumers feel strongly about quality and fi-
ber content, will they look for it?

In spite of the consumer interest in fiber con-
tent, only half of consumers realize that denim
is made from cotton.

Another possible indicator of consumer prefer-
ence for cotton might be information on how
consumers feel about blends.

We can see that consum-
ers in all regions clearly
believe that 100 percent
cotton is preferable to
blends, which would
seem to be a very posi-
tive indicator for us that
we could sell more pure
cotton product if we
made it available.

If 100 percent cotton is
preferred to blends, then
are there certain fibers
that consumers strongly
avoid?

Indeed, there are, and
here is the list in order
of avoidance: polyester,
wool, linen and rayon.

Polyester is clearly identified by consumers
worldwide as being “not comfortable,” and is
the “scratchy” fiber. However, polyester also
beats out cotton for the reputation of stylish,
which is probably why cotton has such a chal-
lenge in getting at the women’s fashion market.

Again, consumer perception will vary consider-
ably by region, but it is very clear in all regions
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that cotton is “comfortable” and polyester is
“scratchy.”

In spite of polyester being considered “stylish,”
cotton clearly comes out with the best consumer
reputation as the fiber for today’s fashions.

CCI has some examples of consumer preference
for 100 percent cotton in product categories com-
pared with blends.

So, are consumers willing to pay more for cot-
ton? Yes, apparently they are, with Europe and
Latin America most willing to pay more for
clothes made from natural fibers of which the
predominant fiber is cotton.

Age is again a determining factor as to whether
consumers are willing to pay more for cotton.

To sum up this portion of my presentation:



STATEMENTS                                                                                                                                                                           25

• Consumers are willing to pay more for bet-
ter quality garments and for natural fibers.

• Fiber content and fabric labels of a garment
are important.

• Globally, polyester is the #1 fiber avoided.

• Cotton is the fiber of choice for today’s
fashions.

So, knowing the consumer preferences, how does
CCI’s COTTON USA program increase demand
for cotton and cotton products? We have a few
examples of some of our COTTON USA activi-
ties and advertisements.

Taking potential customers to see their first cot-
ton field or gin can leave a lasting impression,
just as we hope it did with your tour yesterday.

Teaching trade teams about classing cotton, or
about the U.S. supply system is another example
of a “supply push” activity.

A retail activity designed to educate the end con-
sumer about where cotton comes from as a natu-
ral fiber is an activity that is a transition from
supply push to demand pull.

The next step is to do full scale consumer ad-
vertising to build awareness of cotton’s desir-
able characteristics of freshness, comfort, fun,
freedom. Much of these ads could be said to be
focused on building a foundation of preference
for cotton—only a small portion being explic-
itly for COTTON USA. The feeling of fresh-
ness, comfort and security; swaddled, protected,
warm, loved, family—these are all attributes that
consumers ascribe to cotton.

We also sometimes use “discomfort” to describe
feelings in the absence of cotton.  Remember
that more than 50 percent of consumers avoid
certain fibers? In our “Wonderful World” ad-
vertisements we key off of that perception to
highlight the “scratchy, uncomfortable” feeling
of synthetics.

We also noted that globally consumers think of
cotton as “best” for today’s fashions.

We also need to distinguish in our advertising
between older consumers and the youth, and we
have ads targeted at baby boomers. The youth
seem least concerned about checking for fiber
content, so we design faster moving, youth-tar-
geted ads for that market.

Denim, blue jeans, pop culture and music are
very important in getting our cotton message
across to that young consumer group.

We have an MTV-type advertisement for COT-
TON USA in Asia that tries to bring all these
elements together with a
message delivered by a
very popular local music
star, a print ad for a retail
promotion of another pop
star the following year, and
an MTV video of this
year’s pop star in our “Like
Cotton” campaign in
Asia—again combining
today’s fashions with mu-
sic and a strong “cotton”
message.

In Latin America we have
a retail promotion cam-
paign along similar lines.
We have tie-ins with mu-
sic concert events that con-
nect cotton with youth cul-
ture—in one case a Mana
concert in Colombia. Each
of these events has to be
followed through from ad-
vertising and retail promo-
tion to actual events, such
as the decorations around
the concert stadium in Co-
lombia, and the concert it-
self.

For a little bit of fun, we
also do not leave out the
very young, or the very old
as targets, as can be seen

in our Cartoon Network partner ad with COT-
TON USA.

How do we measure success? One way is to look
at how we are doing among consumers on rec-
ognition of the COTTON USA Mark.

At CCI we are not just concerned with overall
recognition of the Mark, but also consumer per-
ceptions towards U.S. cotton as compared with
cotton from just any origin. CCI measures these
attitudes every year, but here you can see our
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success in Korea in shifting consumer attitudes
about these characteristics during the past ten
years of the program in that country. The most
important one to us is the “I would rather buy”
attitude measure.

In the absence of advertising, Korean attitudes
towards just any cotton did not change materi-
ally over the same ten years. As a matter of fact,
most of the indicators declined.

So if we put these side-by-side, you can see how
advertising and promotion can shift consumer
preferences in your countries, just as Cotton In-
corporated shifted consumer preferences for cot-
ton here in the U.S. through its highly effective
advertising.

I want to conclude with a final major question
of where this is all headed.

If the U.S. is carrying out successful advertis-
ing for cotton and COTTON USA, what is hap-
pening with the overall demand picture for cot-
ton as compared with man-made fibers?

Well, as Monday’s Plenary Chairman Ron
Rayner, and as Terry Townsend and Berrye
Worsham each pointed out, the challenge of man-
made fiber—particularly polyester—has taken
essentially all the growth in the world’s fiber
demand in the past fifteen years, and this is likely
to continue forward if we do not find a success-
ful way to counter it.

Consumer demand for man-made fiber has
grown substantially faster in each major region
of the world except North America and Europe
in the past decade, and that is expected to inten-
sify as we look forward.

New polyester production capacity installation
shows no sign of diminishing, particularly in
Asia.
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So my question to leave you with is, “Are we
winning some battles for cotton, but losing the
war?

If total demand for cotton fiber does not expand,
then this is not a growth industry! We must find
increasing more effective ways to promote cot-
ton and cotton products on a global basis.

Cotton Promotion
in Australia

Peter J. Corish
Australian Cotton
Industry Council

Australia
It is a great pleasure to be here in South Caro-
lina, not only to discuss the major challenges
facing our industry in the new millennium, but
it has been terrific to learn of the many state-of-
the-art advances in cotton production world-
wide. It has also been very reassuring to know
that many of our Australian initiatives are very
much at the forefront of best practice in sustain-
able cotton production.

Back home, preparations are also in full swing
not only for the world’s biggest sporting event
— the Sydney 2000 Olympics in September, but
also for the Australian cotton industry to host
the International Cotton Advisory Committee
59th Plenary Meeting. This five-day event, from
November 5-10 at Cairns, in tropical Northern
Australia, is expected to attract up to 750 people
from our 44 member countries.

The theme chosen for this conference I believe
is very relevant to us all: “Cotton–Global Chal-
lenges,” and reflects the interest we all have in
looking to the future and promoting the inter-
ests of cotton whether it is in research and de-
velopment, production, spinning, manufacturing
or competitiveness with other fibers. Quite sim-
ply, it is a must to attend.

And let me add, tropical Cairns in Northern
Queensland has been chosen because it is sim-
ply a spectacular environment. It is the ultimate
conference destination with outstanding World
Heritage listed virgin rainforests and one of the
world’s 7th natural wonders, the Great Barrier
Reef. And it will be all at your fingertips.

The reef is the most extensive reef system and
biggest structure made by living organisms on
earth. It is a massive 2000-km long and an un-
derwater wonderland. And I must admit, our
pristine beaches are pretty magnificent and ar-
guably the best in the world.

Of course there will be plenty of free time to
explore these natural wonders, a little scuba div-
ing or action sports for some perhaps, or even a
beer or two with our very friendly locals. I don’t

Cotton Promotion in Australia

The Australian cotton industry has seen a period of dramatic growth

• 1 million (500 pound) bales produced in 1986

• 3 million (500 pound) bales produced in 1998

• 3.2 million (500 pound) bales produced in 1999

Growth resulting from

• Suitable land and climate

• Strong adoption of latest research

• Competitive unsubsidized marketing and hedging facilities

• Period of stable prices

Rapid growth has brought some community concern and misconceptions
regarding

• Chemical use

• Water use

• Land degradation

Australia has only a very small domestic spinning industry using 150,000-
200,000 bales per year. Therefore, most of its cotton production is
exported—-95% plus
As a result, the aim of cotton promotion in Australia has been promotion
of the Australian cotton growing industry as a strong sustainable export
industry, while being always a good community citizen and steward of
natural resources
The Australian cotton industry has successfully adapted the view that if
the Australian population has a positive feel and understanding of it, they
will

• Support continued industry growth

• Be inclined to purchase cotton and cotton blends

Cotton Australia

• The growers’ body changed with grower representation in all areas
except research

• Responsible for cotton promotion in Australia

• Totally funded by growers via a “voluntary levy”

• Enjoys in excess of 90% support

• Has an annual budget of approximately $5 million

• Approximately $2 million to promotion
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think you need convincing that this is a superb
location. So let’s move on.

I would like to provide you with a glimpse of
the Australian cotton industry.

Cotton is undoubtedly one of Australia’s agri-
cultural success stories. The Australian cotton
industry is dynamic, growing and really worth
looking at. It is leading the way in sustainable
agriculture in Australia and is the biggest pro-
ducer of cotton in the Southern Hemisphere.
Australia is also the world’s fourth largest ex-
porter of raw cotton.

The majority of Australia’s cotton farms are
owned and operated by family farmers, with
1,537 of them located across the states of NSW
and QLD. These farmers also grow other crops
and many graze sheep and cattle as well.

All of the raw fiber is ginned in Australia and
more than 96% of the crop is exported to Indo-
nesia, Japan, China, Thailand and South Korea.
This earns Australia more than $1.5 billion in
export revenue.

In 1999 the Australian cotton crop was boosted
because of the improved availability of irriga-

tion water, and a new industry record was set
with total production reaching 3.2 million bales.

The 550,000 hectares planted to cotton in the
last season was also a first for the Australian
industry.

One of the major challenges in the Australian
cotton industry, and I believe this is happening
in many other cotton producing areas around the
world, is that the actions of individual growers
impact on the entire reputation of the whole in-
dustry. We are under increasing scrutiny from
governments, the media and our own communi-
ties, particularly in relation to chemical use.

Simply, it only takes for one grower not to do
the right thing and the whole industry can end
up in the national media. We must get this right.
One way that our industry is working to address
this is through the adoption of best management
practices or simply BMP. The aim of this initia-
tive is to encourage growers to take individual
responsibility for environmental protection and
to improve their farming practices with scien-
tifically sound techniques.

It is important to realize that our BMP was not
developed overnight. BMP was underpinned by
more than six years of scientific research, re-
view and careful planning by a consortium of
Australia’s leading science and cotton organi-
zations.

Our next challenge was to motivate growers to
be enthusiastic and committed to the BMP pro-
cess. Good Neighbours is the Australian cotton
industry’s communication campaign to recruit

Major Promotion Activities

The Cotton Store
• Education facility funded by a

retail section

• High profile location

• Full time teacher on staff

• Developing fabric library

• Cost $1.6 million to establish

Press/Television/Radio
• Strategic placement of articles

• Regular media briefings and tours
of cotton regions

• Limited use of television
advertising

Lobbying/Education
• Distribution of information

• Regular visits to state and federal
government

• Speeches, etc., to community
groups

• Limited sponsorship

growers to BMP and its public commitment to
improving environmental performance. By July
1999, the Good Neighbours BMP campaign had
surpassed its December 1999 target of having
60% of all cotton growers trained in BMP.

One of our most ambitious achievements to date
was the opening of the Cotton Store, a cotton
retail and educational concept store in Sydney.
Three years ago we decided to explore opportu-
nities for the cotton industry in the lead-up and
following the Sydney Olympics. The Cotton
Store was found to be an innovative way of tell-
ing the cotton story to school students and people
living and visiting Sydney. It provides an op-
portunity to inform people about cotton farm-
ing. Teachers and students are also invited to
visit the store and participate in the curriculum-
based program by an in-house teacher.

Just to finish off, the Australian cotton industry
is undergoing an exciting and significant pro-
cess of cultural change within itself. It is a time
when new initiatives like the Good Neighbours
BMP program and the Cotton Store are respond-
ing to a range of complex and challenging so-
cial, environmental and political issues. I encour-
age you to join us down-under for the 59th Ple-
nary Meeting of the International Cotton Advi-
sory Committee in November 2000.

I also recommend that you spend a few extra
weeks exploring tropical Queensland. It is also
an opportunity to gain first-hand insight into
what is making cotton such an outstanding suc-
cess in Australian agriculture.

Thank you and see you in Australia next year!

International Promotion of Australian Cotton

• For many years received advantage from extensive U.S. cotton
promotion

• Australian production increase: Need for independent promotion

• 1998 has seen the development of promotion activities in the form of
trips to Asian destinations funded jointly by the Australian Cotton
Shippers Association and Cotton Australia

• Australia aims to be recognized as a reliable producer and shipper of
quality and contamination-free cotton

Conclusion

• Australian cotton promotion primarily aimed at promoting the
Australian cotton growing industry

• Relatively small budget funded by growers

• Some promotion into markets commenced very recently
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Views on Promoting
Cotton in South Africa

with Emphasis on a
Changing Environment

Eugene Brock
National Agricultural
Marketing Council

South Africa

Introduction
The big challenge to producers and marketers is
to create and maintain a high level of awareness
of their products (and particularly the attributes
of their products) among their target consum-
ers. Producers of cotton are perhaps guilty of
thinking that what they sell is a bale of raw cot-
ton lint. People buy clothing, fashion, style as
part of their perception of what best suits them
and best projects their personality. This is espe-
cially true of the non-rational purchasing rea-
sons (image, style, maternity, etc.) but it is also
true of the rational purchasing perceptions of
coolness, comfort, ease of care, etc.

So, consumers have to be told, shown, taught
and reminded that cotton has positive attributes
that provides them with quality clothing they will
enjoy owning and wearing. And we must remem-
ber that in our industry “consumer” includes
fashion designers, textile manufacturers and re-
tailers as well as the end wearer of garments.

The “woolmark” is one of the best examples of
branding in the second half of the twentieth cen-
tury. Research has shown that the woolmark
gives most consumers confidence and reassur-
ance. Across seven markets researched (USA,
Australia, Japan, Germany, France, UK and
Italy), 80% of consumers say that the woolmark
gives them confidence when buying clothes.

With the above mentioned in mind, the Cotton
Certification Scheme was launched in 1985 to
promote cotton products. The Pure Cotton Mark
and Cotton Blend Mark were registered as trade-
marks. The mark is awarded according to a set
of rules governing the Scheme. Applicants for
the use of the mark are licensed to do so. Sev-
eral label manufacturers are licensed to supply
labels bearing the mark to licensed markholders.
This is done on a royalty basis, ensuring income
to the Scheme for maintenance and promotional
goals.

The Cotton Marketing Plan
in South Africa

The aim of the cotton marketing plan is to pur-
sue the following:

• the increase of seedcotton production in
general;

• the increase of small producers in marginal
areas;

• to promote and sell the inherent qualities
and benefits of cotton products to consum-
ers; and

• to keep and expand market share in rela-
tion to man-made fibers.

The marketing plan is executed through the use
of various media types and, secondly, through
various “below-the-line” support actions:

Electronic, print and outdoor media:

• The publishing of a quarterly industry
magazine, “Cotton SA Katoen,” carrying
editorial, advertorial and commercial adver-
tising content—aimed at producers and sec-
ondary industry.

• Freelance contributions to national and re-
gional agricultural and corporate maga-
zines—aimed at producers.

• Classical advertising in women’s and
lifestyle magazines—aimed at consumers.

• Radio talks/features on local radio sta-
tions—aimed at producers, consumers.

• Sponsored program inserts on a national
TV-station (e-tv)— aimed at consumers.

• Outdoor billboard advertising on Cape
Town International Airport—aimed at de-
cision-makers, designers, fashion buyers
and consumers.

• Website pages.

“Below-the line” support actions:

• Cotton information days—aimed at
producers.

• Exhibitions at national conventions/
expo’s—industry, prospective markholders,
and producers.

• Production management guides for com-
mercial and small-scale farmers.

• Media and markholders visits to production
and manufacturing operations.

Does the Cotton Mark
Make a Contribution?

The Cotton Mark is a most important element
to create awareness and consumer appreciation,
education and trust for pure cotton and related
cotton products. We are attempting to make it
the South African icon for the whole industry
that is associated with quality, durability, com-
fort and affordability. It is extensively used as a
supportive brand (generic) to quality products.
Amongst the public, it has become a point of
reference in the process of purchasing decisions.

The Cotton Mark is extensively used by
Woolworth’s, a prominent retail operation, in

their “Buy South Africa” program, which they
believe is important in maintaining economic
activity throughout the whole textile pipeline in
South Africa, creating job opportunities and
rands in the pockets of consumers.

A Changing Environment
Economically, the trust created by the Cotton
Mark in relation to clothing and textile merchan-
dise has now expanded to other related prod-
ucts, e.g., household and medical products such
as washing detergents, bleaches and medical
gauze.

Global Competition:
South Africa is now being exposed to a world of
decreasing trade barriers and the near implemen-
tation of the SADEC Trade Agreement. We
therefore need a point of differentiation with
global competition that is recognizable by the
public and consumers. It is therefore important
that the Cotton Mark is assigned to quality prod-
ucts made in South Africa and, secondly, as a
supportive marketing tool for exporting to an
extremely competitive international market.

Is There Reason to Continue?
Creating awareness of a brand—with its asso-
ciated positive qualities—is a long and ongoing
process, especially with limited funds compared
to competitive fibres. Fresh and innovative mar-
keting plans are therefore necessary to maintain
and increase awareness and education.

On the producer side, it is necessary to stimu-
late the production of contamination-free cot-
ton. Cotton lends itself to small scale farming,
which is important for rural development and
job creation.

Conclusion
In an emerging society like South Africa, there
is a constant struggle for a share of the
consumer’s disposable income. More South Af-
rican consumers are now purchasing houses and
cars, thereby diverting their available income
away from clothing. It is claimed that the cell
phone has had a direct impact on the reduction
of clothing purchases.

It is therefore more necessary than ever to pro-
mote cotton and its attributes to all the decision-
makers in the textile pipeline.

Statement of Brazil
On the subject of the promotion of cotton, the
Brazilian delegation would like to recognize the
work done and the results achieved by Cotton
Incorporated and CCI. The Brazilian delegation
is aware that the promotion of U.S. cotton is
funded by U.S. growers and understands the re-
quirements, however, we would like to point out
that the generic promotion of cotton would also
directly benefit the U.S. grower.
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To this objective, the Brazilian delegation would
like to propose that the ICAC Secretariat de-
velop a study on the possibilities of launching a
generic world cotton mark. If a generic world
cotton mark is not possible, what other generic
promotion measures could be undertaken in con-
junction with the four countries that presented
their programs at the Fourth Plenary Session.

Fifth
Plenary Session

Report on Support
Given by the

Government of Egypt
to Cotton Production

and Exports

Hassan Ali Khedr
and

Nabil El Marsafawy
Agricultural Credit Bank

Egypt

During a period that goes back forty years, cot-
ton producers were heavily net-taxed. Cotton
prices were set at a substantially lower level
compared to their international equivalents,
which created a big disincentive to producers.
Since the sixties, the policy of the government
was to intervene in Egyptian cotton production
and trade in a way that created severe market
distortions and from which resulted not only re-
source allocation efficiency problems, but also
problems in income distribution that were
against the interest of cotton producers. Even
more significant was the problem of the incen-
tive structure on choice of technology. As a con-
sequence, a large discrepancy between private
and social profitabilities in cotton production
followed, and the government remained the sole
exporter of Egyptian cotton through back-to-
back deals with the countries of the former So-
viet Union and COMECON.

In 1994, the government issued a new legal
framework aimed at liberalizing internal cotton
trade and established a Union of Cotton Export-
ers, in addition to reviving the cotton commod-
ity exchange in Mena El-Basal in Alexandria. It
also issued a number of policies aimed at link-
ing the farm price to the export price so that it
should be demand driven, after a long period of
setting farm prices according to cost of produc-

tion. Farm prices in 1994/95 were more or less
equal to export prices.

Purchase prices from farmers rose during the
1995/96 season in comparison to the preceding
season’s prices by around 120-130 pounds/
kantar for the various varieties. There was also
a stock of long-staple cotton that was sold in
February 1995 at prices prevailing in the world
market at the time, which exceeded prices paid
to farmers by about 104 pounds/kantar.

In 1996/97 and 1997/98, the government decided
on a minimum guarantee for purchase prices
from farmers equivalent to that obtained by
farmers in the 1995/96 season. The government,
thus, bore the cost of a subsidy to producers,
since export prices for those two seasons were
below the minimum guarantee prices.

In 1998/99, to avoid the cost of a subsidy, the
government decided that guarantee prices for
farmers should be derived from export prices
announced by the exporters’ association. As a
result, the government did not bear the burden
of any subsidy to producers, though it did bear
the cost of chemical pest control for the cotton
season on behalf of farmers.

In the 1999 season, the government decided to
maintain the same prices for cotton producers
as the previous year for all varieties and grades,
despite the decline in export price, in light of
the decline in the cotton area by about 152,000
feddans. However, the government decided to
stop subsidizing cotton producers and an alter-
native mechanism was established, namely, the
cotton price stabilization fund. The resources of
that fund are paid through the different interest
groups dealing in cotton production, marketing
and trade. The government has extended a loan
of LE1,200 million to the price stabilization fund
to start up its activity. Obviously, this loan will
have to be paid back by the fund when its own
assets develop and the fund has to set its future
rules for compensating farmers in case of any
major price upsets. Likewise, this year the gov-
ernment has reduced the producer subsidy in the
area of cotton pest control to two thirds of last
year’s cost. It is the intention of the government
to stop pest control subsidy next year.

The marketing system is a voluntary system
through which producers may choose to market
their produce through the marketing rings or on
their own; they can gin the cotton and can go
through all the marketing stages up to exporta-
tion. This year the purchase of cotton from pro-
ducers was not confined to the marketing rings.
About nineteen private sector companies par-
ticipated along with nine public sector compa-
nies in the purchase of cotton from producers,
in addition to certain co-ops. Marketing of cot-
ton seed for propagation has, presumably, been
the responsibility of a company belonging to the

Ministry of Agriculture to assure quality main-
tenance.

In the future, it is expected that the purchase price
from the cultivators will be based on export
prices, plus a provision of support for the pro-
ducers in the form of the price stabilization fund
without the government bearing any direct price
subsidy for them. Likewise, it was announced
that this will be the last year the government
bears any costs in terms of subsidizing pest con-
trol for the crop. There is no government inter-
vention in fixing the area cultivated in cotton.
The cultivation of cotton or any other crop is at
the decision of the farmer, in light of the rela-
tive profitability of crop rotations alternative to
cotton. Similarly, the government currently does
not intervene in putting in place compulsory
cotton pest control programs, and instead un-
dertakes intensive agricultural extension pro-
grams to inform farmers about the types of pes-
ticides and their spraying schedules. The inter-
vention that does exist currently is in the deter-
mination of the varietal map; thus, if the farmer
wishes to plant cotton in a given area, he must
stick to the cotton variety determined by the
government for technical reasons, to prevent
crossing.

Likewise, no restriction exists on imports of
short-staple cottons, with the exception of the
application of agricultural quarantine rules.
Consequently, local mills have a choice whether
to use locally-produced cottons or import short-
staple cottons to use in the production of coarse
yarn with low count numbers. The government
is studying the abolition of custom duties on
cotton imports effective next year.

Concerning Egyptian cotton exports, a negative
incentive against exports exists, attributable to
the fact that the government collects taxes on
exports that are considered a source of govern-
ment revenues. Despite these negative incentives,
exports for the 1998/99 season increased to
110,000 tons exported to about forty countries,
versus 70,000 tons for the 1997/98 season.

In Egypt, the government gives cotton produc-
ers technical assistance via the research and ex-
tension authorities. The Agricultural Research
Center belonging to the Ministry of Agriculture
is a specialized institute in cotton research. Sev-
eral institutes within ARC specialize in conduct-
ing research and studies on pest control meth-
ods and extension. The services of these institu-
tions are cost free to farmers.

In conclusion, starting next year no form of sub-
sidy to producers will exist and the price to pro-
ducers will be linked to the export price. In ad-
dition, the price stabilization fund will play a
role in compensating producers for any major
price upsets, and the government will stop the
pest management subsidy next year.
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Government Measures
Affecting Cotton: Report

on U.S. Programs

J. Lawrence Blum
Cotton, Oilseeds, Tobacco and

Seeds Division, USDA
USA

The Secretariat’s report on government measures
affecting the cotton sector (Working Paper II)
just presented provides a useful review of the
measures directed at the cotton sector of the U.S.
agricultural community.

The Secretariat deserves to be complimented for
the quality and detail of this report.

In addition to the Secretariat’s report, the U.S.
country statement provides further information
on U.S. measures and I believe Mr. Malone, a
member of this panel who will speak later, will
provide the cotton trader’s view of U.S. pro-
grams.

Lastly, in-depth details of these and other farm
program measures are readily available from the
Department of Agriculture and you can find most
of this information on the Internet.

What I will present today, therefore, will not be
a detailed review but rather a brief discussion
of these measures in terms of their impact—spe-
cifically, their impact on trade and their impact
on production.

As noted in the working paper that was just pre-
sented by the Secretariat, the agreement on ag-
riculture of the World Trade Organization calls
for the continuation of reform to substantially
reduce government aid and protection provided
the agricultural sector.

The United States is committed to improved ac-
cess to markets through reduced tariffs, ex-
panded quotas, reduced domestic aid, the elimi-
nation of export subsidies and disciplines on
state trading enterprises.

We are committed to the concept of de-linking
support from production so as not to distort in-
ternational trade. Instead, we are moving toward
an income support system.

First, I will briefly comment upon two of the
measures noted in the Secretariat’s report—the
loan deficiency payment and the production flex-
ibility contract payment.

• The contract payment, also known as the
Agricultural Market Transition Act pay-
ment, is non-commodity specific. Produc-
ers are free to grow whatever crops they
choose. Producers receive fixed but declin-
ing payments for a seven-year period end-
ing in the year 2002.

The key point is that these payments are

decoupled from production.

These payments are notified to the WTO as
a “green box” item.

• The loan deficiency payment program is
commodity specific and is notified to the
WTO as an “amber box” item. This item is
included under the “aggregate measurement
of support.”

The program that received considerable atten-
tion at the last plenary meeting is the three-part
cotton step program.

• Step 1 deals with technical adjustments to
the price mechanism.

• Step 2 of the program provides payments
to both traders and domestic mills when
U.S. prices diverge from world cotton prices
according to a set formula.

Step 2 payments were being made until about
mid-December of 1998. On Friday of last
week, the president signed legislation re-
authorizing this program.

• Step 3. Under conditions of domestic short-
age, Step three allows for increased imports
of cotton, making the U.S. market available
to foreign suppliers of raw cotton over and
above the WTO quotas.

The U.S. imported about 450,000 bales of
foreign cotton under Step 3 in 1998/99.

Assuming there are no significant changes in the
administration of the Step 2 program, at current
rates, Step 2 spending on domestic mill use will
be about $325 million for the 1999/2000 season
and about $175 million for exports.

As these figures indicate, it is important to note
that the main use of Step 2 is to ensure that U.S.
mills can buy U.S. cotton at the same price that
foreign mills can buy foreign cotton.

The U.S. is the world’s largest retail market for
cotton textiles. Due to the success of the
industry’s research and promotion program, the
U.S. is also the only major world market where
cotton’s share of retail fiber use is rising.

However, much of the benefit of higher U.S.
retail use is reaped by foreign mills; cotton tex-
tile imports rose 13 percent during the 1998/99
marketing year while U.S. mill use fell 8 per-
cent.

Regarding Step 2 payments, there are concerns
about their impact on prices and their potential
for trade distortion. We have analyzed these con-
cerns and I will share our findings with you.

The impact of Step 2 on world prices is dwarfed
by other global macroeconomic events.

Step 2 export spending has averaged about one
quarter of one percent of the value of world cot-
ton consumption since the program’s inception;
it is thus a minor factor in the global cotton
economy.

Broader forces beyond agricultural policy, as
well as beyond any individual commodity policy,
are behind the low prices of recent years. Dur-
ing the 1990s, the economic collapse of the So-
viet Union, the weakness of Japan’s “post-
bubble” economy, and the Asian financial crisis
have created an extraordinarily weak foundation
for prices of primary commodities.

As a consequence, all commodities have suffered
from depressed prices in recent years, and it is
far beyond the ability of policy changes affect-
ing individual commodities to overcome these
global price-depressing events.

The most important factor contributing to the
current weakness in world cotton prices is
China’s reorientation from a net importer to a
net exporter. This major fluctuation in China’s
net trade position, resulting from efforts to dis-
pose of vast surplus stocks procured at levels
well above world prices, dwarfs any marginal
impact of Step 2 on world prices.

An argument can be made that Step 2 has actu-
ally strengthened the New York futures market
price, and the world’s producers such as Aus-
tralian farmers, who sell through the New York
futures, have actually realized a greater return.

Turning to trade and the impact of Step 2, our
analysis shows that Step two payments have had
a minimal impact upon trade.

USDA estimates that Step 2 increases U.S. cot-
ton exports by several hundred thousand bales
per year; 1999/2000 exports are forecast at 5.5
million bales without Step 2 funding; with Step
2 funding now in effect, U.S. exports could be
boosted by at most 5 percent.

This represents an additional one percent of
world exports. The impact of Step 2 funds on
U.S. exports is minimal when examined in a glo-
bal context.

Are there markets in which the U.S. increased
market share at the expense of other leading
exporters?

U.S. market share in Indonesia, the world’s larg-
est cotton importer, dropped steadily from 45
percent in 1994/95 to 10 percent in 1998/99,
while Australia’s market share increased over
this same period from 16 percent to 43 percent.
U.S. market share in Southeast Asia shows a
similar trend.

The greatest use of Step 2 funding has been to
Mexico, where the U.S. has enjoyed an average
market share of 95 percent from 1994/95 through
1998/99. Other major exporters do not enjoy the
competitive advantage that the U.S. has for the
Mexican market, which is in part due to geo-
graphic location. Additionally, NAFTA trade
provisions have fostered Mexican textile exports
made from U.S. cotton, yarn and fabric, to the
U.S. Mexico is now the primary source of cot-
ton textile imports to the U.S. market.
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In conclusion, I will comment upon the emer-
gency relief packages provided to farmers last
year and this year.

Details about this year’s package are not yet
available but it is expected to be similar to the
package provided last year. Therefore, the fol-
lowing comments are about the last year’s pro-
gram.

In 1998, the president and congress approved
an emergency relief package for farmers and
ranchers who suffered heavy losses due to natu-
ral disasters and weak export markets.

There have been questions about whether or not
this action is backtracking from the decoupled
income support mechanisms embodied in the
1996 farm legislation and our WTO objectives.

It is important to note that this was an emer-
gency package and is temporary in nature. These
payments were targeted at assisting farmers and
ranchers who have been hit hardest by crop and
animal losses due to natural disasters and other
global economic events.

This emergency package was fully consistent
with our WTO obligations, as the level of sup-
port we provided to farmers in 1998 was well
below our allowed limit.

Most of this support will be channeled through
natural disaster payments and income support
measures.

Government Subsidies
and Other Measures

Affecting Cotton:
Argentina’s Position

Luis A. Pellegrino
Secretariat of Agriculture,
Livestock and Fisheries

Argentina
A decade ago Argentina started a process of free
market oriented reforms that restored economic
development. The decision to proceed with de-
regulation and the opening of the economy was
accompanied by a policy of regional, hemi-
spheric and world integration, which had great
importance in improving the access of agricul-
tural, livestock and forestry products to the mar-
ket. For instance, Argentine food and fiber ex-
ports to Mercosur member countries and the rest
of Latin America today represent 30% and 20%
respectively.

Despite the progress achieved during multilat-
eral negotiations in the Uruguay Round, the low
prices of basic commodities and the increase in
supplies are producing a return to protectionist

policies that threaten to undermine the urgent
need for a subsequent substantial liberalization
of world agricultural trade.

The paradox is that such trade distorting prac-
tices have shown to be ineffective in preventing
market cycles or the increase in the demand for
food because they are non-sustainable from a
budget perspective and, in the last analysis, they
result in further price reductions and additional
costs to consumers, tax payers and loyal trade
partners such as Argentina.

Argentina: A Decade of Market
Oriented Reforms

Argentina is one of the main producers and ex-
porters of food and fiber in the world. This privi-
leged position is not simply the result of an abun-
dance of natural resources, but of profound eco-
nomic and trade changes started a decade ago.

In 1989 Argentina began a profound economic
transformation resulting from the execution of
a government free market oriented reform pro-
gram. The economy was deregulated, state
owned companies were sold, the financial sys-
tem was consolidated, trade was liberalized, and
an exchange rate system pegging the peso and
the dollar at par and limiting the supply of money
to hard currency reserves was introduced.

In the agricultural sector, the reforms eliminated
institutions and policies that used to create dis-
tortions and caused the transfer of resources from
the agricultural sector to other sectors of the
economy, and tariffs on imported inputs and di-
rect investments in the agricultural sector were
reduced.

Something noteworthy to point out and which
makes these figures more eloquent, is that Ar-
gentina does not apply any type of subsidy on
the production and trade of agricultural and live-
stock products. Production and trade of food and
fibers is carried out without any government in-
tervention whatsoever capable of affecting price
formation, allowing the free play of supply and
demand.

To this effect, the conclusion of the work begun
during the Uruguay Round is of vital importance
to a country like Argentina, where 60% of for-
eign exchange income results from the export
of agricultural—and their industrialized—prod-
ucts. This explains the critical role that the lib-
eralization of international trade has for our
country and the reason why unilateral reforms
are not enough to guarantee a sustainable growth.

At present, due to a poor demand and large world
supplies, low prices of basic commodities are
creating a strong competition in exports, caus-
ing a reduction in agricultural exports, and af-
fecting farmers with lower incomes and in-
creased indebtedness. As a consequence, a de-
crease can be noticed in the commitment to ag-
ricultural trade liberalization, which threatens

to undermine the accomplishments achieved
during the Uruguay Round. During 1998/99,
some countries in the European Union and the
United States have renewed subsidies that had
been cancelled, increasing export sales on credit,
implementing questionable food assistance pro-
grams, renewing export subsidies on certain
basic commodities and increasing protection to
their farmers. It is a paradox that these distort-
ing export practices are ineffective in prevent-
ing market cycles and the increase in food de-
mand, or to improve farmers’ income, resulting
in subsequent price reductions and in additional
costs to consumers, tax payers and loyal trade
partners.

Even more, the conclusion of the work started
during the Uruguay Round is important not only
to exporters of agricultural products, but it also
has fundamental implications on food security,
the environment and rural development in im-
porting countries, particularly those under de-
velopment.

Multilateral Trade Negotiations in
Agriculture: Much Remains to Be Done

The Agriculture Agreement of the Uruguay
Round was successful in adopting for the first
time a set of regulations to govern agricultural
trade policies, in establishing sanitary and
phytosanitary measures, and creating a proce-
dure to settle commercial controversies. Even
more, the Uruguay Round uncovered the degree
of agricultural protectionism practiced by coun-
tries, changed that trend and created a general
consensus that recognized the need for freer
trade. However, when carefully analyzing the
real results in those three main areas of negotia-
tion (market access, internal support and export
subsidies), we are aware of the fact that much
has to be done yet in order to establish a true
discipline in agricultural products trading.

Market Access
The improvement on market access as a result
of the Uruguay Round was very limited due to
the persistence of extremely high tariffs on ag-
ricultural products (an average of 40%, as op-
posed to 4%–10% for industrial products); the
existence of maximum tariffs higher than 200%;
the rise of tariffs that forbids the export of pro-
cessed products; the inappropriate administra-
tion of tariff quotas and the so-called “dirty tar-
iffs,” which in many cases afforded a higher
protection than that existing before.

Internal Support
In terms of internal support, even before the
Uruguay Round, the developed countries recog-
nized that their government policies giving high
levels of support to their farmers not only dis-
torted trade but, what was even more important,
were not sustainable with their budgets. Thus, a
classification was established to identify those



STATEMENTS                                                                                                                                                                           33

internal policies with the greatest possibility of
distorting trade, and reductions were agreed
upon. However, the agreement made at Blair
House created a special category to conform with
the United States and European Union policies
(the blue box), limiting the need to reduce them
and protecting them from claims at the WTO.
Even more, according to calculations made by
the Organization for Economic Cooperation and
Development (OECD), total transfers from con-
sumers and tax payers due to agricultural poli-
cies amounted to US$362 billion in 1998, mostly
representing the European Union, the United
States and Japan.

Export Subsidies
In terms of export subsidies, a high U.S. trade
official says that “Export subsidies are an ille-
gitimate policy instrument, a symptom of sys-
temic imbalance in the agricultural policies of a
nation, whose costs are paid by others. The costs
of internal policy decisions should be paid by
the country in question, and not imposed on their
trade partners by means of export subsidies.”
This statement is like sweet music to the ears of
Argentina and country members of the Cairns
Group who, since 1986, have been advocating
the elimination of such policy instrument (the
Cairns Group is made up of fifteen agricultural
exporting countries that do not subsidize their
agricultural exports). However, export subsidies
continue to be an export tool widely used by
developed countries (total value of US$8.4 bil-
lion in 1996, the European Union representing
85% of that amount). Even more, the bench-
mark period used during the Uruguay Round to
calculate its reduction was the highest ever used
(thus making such reductions less significant);
their use was “legalized,” thus limiting the use
of any legal remedy; and the high prices of ba-
sic commodities in 1995-96 made their use un-
necessary (rescuing the policies recognized as
distorting according to the stipulations of the
WTO).

The Case of Cotton
Cotton did not escape the distortions in produc-
tion and trade that affected other agricultural
products. The ICAC Secretariat’s report indi-
cates that in 1998/99, 53% of cotton production
was achieved under direct government programs
for income or price support, and that 20% of
total world exports received export subsidies or
some other type of incentive. Even more, im-
ports continue to be restricted by means of im-
port permits, non-tariff barriers and other forms
of border protection that have produced the stag-
nation of cotton fiber trade. Another obstacle of
magnitude to trade is that the largest producer
and consumer of cotton in the world is not a
member of the WTO yet, therefore it is not sub-
ject to the same disciplines of its members. Re-
cent changes in China (Mainland)’s agricultural
policy have changed this country from net im-

porter to net exporter of cotton in 1998/99, re-
sulting in a market commotion. Besides, recent
financial crises in Asia, Russia and Brazil have
contributed to reduce export demand, industrial
use and prices.

The Cotlook A Index for the 1998/99 cotton sea-
son has been 18% lower than that of the 1997/
98 period, 25% lower with respect to 1996/97,
31% lower by comparison with 1995/96, 36%
lower than in 1994/95 and 16% below that of
1993/94. These figures are eloquent by them-
selves, with the 1998/99 average being close to
the lowest values of the last eleven years. The
average value for the two and a half months of
the 1999/00 cotton season is the lowest regis-
tered since 1985/86 (49.5 U.S. cents per pound).

In the case of Argentina, prices per ton of
seedcotton paid to producers in the last eleven
years had the evolution shown in the graph. The
average for 1998/99 has been US$204 per ton,
the lowest since 1989/90 and 33% below that of
1997/98.

When analyzing the situation at world level we
will see that production increased in 1997/98
despite a fall in prices, and it is estimated it will
increase again during 1999/00. With regard to
1998/99, if production in the United States had
not decreased by about 1,000,000 tons of fiber,
due not to prices but to weather, we would now
be holding cotton stocks in the order of

10,700,000 tons, the highest ever since 1985/
86, when volume reached 11,277,000 tons.

The present situation is telling us that against
basic economic principles, producers are not
responding to the reduction registered in prices,
this anomalous situation being due to govern-
ment measures affecting the production and
marketing of cotton.

With respect to the low prices on basic com-
modities, the main participants in cotton pro-
duction and trade continue resorting to govern-
ment intervention and even increasing it, isolat-
ing their producers from the signals given by
the market and transferring the necessary ad-
justments to producers in those countries where
subsidies are not used. For this reason, it should
not be a surprise that Argentina, the world’s fifth
cotton exporter by volume, is reducing its pro-
duction and exports in 1999/00.

The world cotton crisis we are going through
will be deeper and more difficult to revert and
will be characterized by longer effects, crop
neglect, and closing of gins and textile indus-
tries in countries where there are no government
measures to distort world production and mar-
keting of cotton.

In countries where they have these measures such
as subsidies on production, marketing and oth-
ers, producers and other members of the cotton
agroindustrial chain are removed from the vi-

Values are in pesos. The 1988/89 and 1989/90 prices were adjusted to January 1991 pesos.
Source: BOV

The average price of the last eleven years has been $322 per ton of raw cotton.
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cissitudes of the market, placing them under a
protecting umbrella to continue planting and
producing, thus increasing world stocks and fur-
ther reducing prices.

Final Remarks

The Uruguay Round was the first step to disci-
pline the trade of agricultural products. It was a
transition agreement that treated agriculture with
different rules than those for other products. It
is necessary to guarantee that WTO’s next agri-
cultural negotiations, starting in November in
Seattle, USA, put an end to the discrimination,
the “apartheid” to which agriculture has been
subject, and that a fundamental reform is
achieved so that trade of agricultural products
may be carried out on the same basis applied to
trade of other products.

Argentina requests that in 1999/00 subsidies on
the production of raw cotton and cotton fiber,
on exports of fiber, yarn and textiles, and on
garments, apparel and other manufactured ar-
ticles be eliminated.

These policies hurt countries such as Argentina
that do not apply this type of government mea-
sures, creating unfair competition, distorting the
market and creating greater volatility and insta-
bility in prices.

Agricultural policy reform should not be lim-
ited to reducing the support and protection of
farmers, it must also provide safety conditions
for its incorporation that are cost effective and
well oriented, and the implementation of effec-
tive programs to allow the most vulnerable farm-
ers to adapt to it without causing distortions on
production and trade.

Seattle will offer the opportunity to finish the
job of liberalizing agricultural trade, which will
produce important benefits in terms of economic
growth, well-being, food security, protection of
the environment and sustainable development.

Argentina and surely all countries under devel-
opment, expect that the WTO’s Round of the
Millennium will afford a special treatment of
all matters affecting the agricultural sector,
which is the main source of foreign exchange
income, economic development and manpower
utilization, and is of fundamental importance on
social and human issues in a large part of the
world.

As stated by the president of the United States,
in 1998, “a human face should be given to the
world economy,” also expressing that the U.S.
will contribute to that purpose.

Other world leaders have also declared in favor
of preserving social and human aspects in the
economy, both at present and in the future, not
only at the national but at the world level too,
since globalization should offer social and hu-
man benefits as well.

European Measures
Affecting the
Cotton Sector

Kiratso Kosmidou-
Dimitropoulou

Hellenic Cotton Board
Greece

I would like to clarify that although I came to
this meeting representing my country, the mea-
sures I shall discuss now are not measures of
the Greek government but the European Union.
As I have no authorization to represent the EU
here, I may not be able to answer questions on
behalf of the Union. I believe that the proper
forum for discussion of measures on cotton as
well as on all other agricultural products is the
WTO.

The level of seedcotton prices for the producers
in the Union up to now is mainly the result of
the low international prices and they, according
to my opinion, do not distort international trade.

Regarding the working paper presented this
morning, let me say that the level of support for
Greek producers in US$/pound as stated by the
Secretariat may be higher than actual. The ac-
tual data, I believe, is lower, and although I do
not have it with me I can provide it later.

Measures
The Common Agricultural Policy (CAP) of the
European Union (EU) includes regulations for
the market organization of the cotton sector. A
deficiency payment is applied according to a
guide price, a minimum price guaranteed to pro-
ducers and the international market price. Only
a maximum quantity of seedcotton production
can be supported and up to a certain maximum
limit of available EU funds. The maximum
seedcotton production that can be supported in
the EU is 1,031,000 MT (782,000 MT for Greece
and 249,000 MT for Spain). The annual limit of
the funds is 770 million euros.

The minimum guaranteed price for the current
and last five cotton seasons is stable at 100.99
euros/100 kg of seedcotton. If actual produc-
tion exceeds guaranteed production, a system of
producers co-responsibility is applied, by which
the minimum price and the support are reduced
proportionally.

Impacts and Philosophy
The cotton growing regions in the EU are among
the lowest income regions, while the cost of cot-
ton production is among the highest in the world.
Cotton growers own very small farms. In Greece,
73% of cotton growers own one to five hectares
only—while the mean cotton farm size is four
hectares fragmented in three to four land

pieces—and their income is very low. This sup-
porting system of producers’ income does not
affect international market prices. Today, the
European Union production covers approxi-
mately 35% of its consumption, while the cor-
responding deficit of consumption is covered by
imports from third countries. EU policy mea-
sures aim at:

• Supporting cotton production in the areas
of the EU where cotton is important to ag-
ricultural economy, allowing fair income to
the interested cotton producers.

• Stabilizing markets by improving supply
and demand within the EU.

Moreover, as the guaranteed quantity and total
funds devoted to cotton are both limited to cer-
tain ceilings, any increase in the EU consump-
tion must be supplied by third countries’ exports.

There are neither export subsidies nor export
credit guarantees for cotton and a zero duty for
the import of cotton is applied. This is why 65%
of EU consumption is covered by imports.

Future Changes
This system as previously described will be ap-
plied in the current cotton season 1999/00. In
the near future, the EU intends to evaluate the
existing system for the market organization of
the cotton sector and may propose changes or
proceed to its revision. The changes to be made
in the cotton sector are not known yet.

Government Subsidies
and Other Measures

Affecting Cotton*

Sebahattin Gazanfer
Aegean Exporters’ Unions

Turkey

The types of cotton procurements that have been
implemented in Turkey are:

Year No. of Type of
years Purchase

1949/50-1965/66    17 No  govmt.
support

1966/67-1987/88    22 Support price
mechanism

1988/89-1990-91      3 No govmt.
support

* The views expressed are those of the speaker and
may not necessarily reflect the views of the gov-
ernment nor the organization to which he belongs.
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1991/92-1992/93      2 Support price
mechanism

1993/94      1 Premium
system

1994/95-1997/98      4 No govmt.
support

1998/99      1 Premium
system

1999/00      1 Not yet
announced

The following are three distinct periods based
on foreign trade of cotton in Turkey:

1.  1950-1986 Net exporter (no cotton
imports)

The characteristics of this period in the economy
were

• Import substitution until 1980
• Rising inflation 1973-1980
• Economic reforms (liberalization measures,

export-oriented development) 1980
• Significant increase in exports

The effects of the policy on the textile and cloth-
ing sector resulted in fast development after
1970; yarn and fabric exports were subject to
quota restrictions in the 1980s; and the clothing
sector started developing towards 1980.

The effects of the policy on cotton trade resulted
in cotton exports not being subject to any re-
striction; the export tax, when implemented,
aimed at balancing the domestic price with world
prices; the government/cooperative price sup-
ports offered some protection to growers; and
the textile industry enjoyed full access to do-
mestic cotton at reasonable prices.

1986-1992 Net exporter (some cotton
imports)

Cotton trade policies of this period made do-
mestic cotton production just sufficient to meet
the needs of the domestic textile industry. The
support/purchase prices of cooperatives played
a critical role in the development of market
prices. Occasional imports prevented domestic
prices from rising abruptly when cotton supplies
became tight. And government/cooperatives sup-
port was limited to cotton deliveries to coops.

The effect of the policy on growers was that with
either, support or purchase price, growers en-
joyed the price difference between domestic and
world market prices when they delivered their
cotton to cooperatives. The extension of this
benefit to those growers who sold their cotton
to traders/textile mills depended on market prices
developing domestically.

The effect of the policy on the textile sector was
that the sector started to assume part of the bur-
den of price support with its purchases of cot-
ton from the domestic market. Profit margins
generally allowed this additional cost.
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1993-Present Net importer (some cotton
 exports) (1996-present:
 Customs Union with EU)

In this period, domestic cotton production was
definitely not sufficient to meet increased do-
mestic textile capacity; cotton imports became
continuous; imports of textile raw materials,
yarn, fabric, etc., increased; and import tariffs
on all industrial goods, including textiles, cloth-
ing, etc., to third countries were greatly reduced
after the Customs Union with the EU.

Some policy changes that took place resulted in
the termination of a minimum price support; the
cooperative purchase price became applicable;
the cooperatives role in market price formation
was greatly reduced; and in an extremely de-
pressed market, conditions for income support
were introduced (premium system).

As an effect of the policy, growers were largely
left to market forces and the direct income sup-
port (premium system) was seen preferable since
it could be applied to all growers; the textile in-
dustry was opened to global competition; and
our cotton cost got closer to world prices.

Conclusion
The following are our suggestions for the fu-
ture:

• Minimize/eliminate government support.

• During policy formulation/decisions, other
countries’ measures on cotton could be con-
sidered/followed closely.

• At depressed world prices, limited income
support (premium system) seems inevitable.

• When the GAP project is fully completed,
Turkey will most likely become a net ex-
porter of cotton which will present diffi-
culties.

• On cotton production/consumption and ex-
port/import, imbalances will be greatly re-
duced.

Government Subsidies
and Other Measures
Affecting Cotton: An

Overall Perspective of the
U.S. Exporter

Tommy Malone
American Cotton Shippers

Association
USA

Background
The United States has always been the leader in
providing its agricultural sector assistance in
time of dire circumstances. We do so for a num-
ber of reasons, the primary factor being that in
the U.S. the agriculture sector and its related
businesses comprise one fourth of our gross do-
mestic product. Virtually all of our states are
involved to a certain degree in agricultural pro-
duction or processing. Further, our representa-
tive form of government provides each of our
fifty states with two members of the Senate, and
many of our citizens view it as the right thing to
do. Therefore, our farm sector, particularly the
producer segment, is often a potent political
force. In the U.S., though cotton may be a prod-
uct of nature, how much is grown, by whom,
and at what price has, over the years, been in-
fluenced by political decisions made in Wash-
ington.

In acting to protect our own producers and their
markets we have too often ignored the basic fact
that we are functioning in a world market. The
end result is that, in many instances, programs
designed to benefit U.S. producers have ben-
efited competing growths of cotton and their
governments.

The Secretariat opened this session discussing
a paper reviewing Government Measures Affect-
ing Cotton. It discusses some, but not all, of the
myriad of involvement by governments in the
cotton producing nations of the world. To some
extent, in making available land, water, seed,
chemicals, harvesting assistance, ginning, road
or rail distribution, warehousing, guaranteed
prices, marketing assistance, manufacturing sub-
sidies, import tariffs, devalued currency, and
export credits, every cotton producing and manu-
facturing nation provides some type of assistance
towards the production and processing of the
world’s preferred fiber and its highest valued
agricultural product. In many nations of the de-
veloping world, it is the driving and dominant
force of the economy and the chief source of
income.

Initial Government Involvement
The U.S. government initially began its involve-
ment in an incremental manner in 1920 when
Congress enacted the Cotton Futures Act requir-
ing that USDA classify cotton for delivery on
the New York Cotton Exchange futures contract.
This was soon followed by the passage of the
Smith-Doxey Act mandating that USDA clas-
sify the entire U.S. crop providing farmers with
an impartial third party to assign a grade and
staple to their cotton, which assisted them in
marketing their crop. During the Great Depres-
sion of the mid 1930s, Congress enacted price
support legislation providing a government loan
value for cotton. The U.S. government also be-
gan its 60-year role of deciding how many acres
would be planted. By providing a minimum price

and assigning maximum acreage allotments and
planting requirements, our government sought
to stabilize prices and production in the U.S. In
bringing this about, however, we created a price
umbrella and invited many nations of the world
to develop a cotton production base with mini-
mum prices guaranteed by the U.S. government.

World War II and the Korean War created a tre-
mendous demand to supply allied military forces
and, for a time, acreage allotments and produc-
tion controls were suspended. The Depression
Era cotton program continued in the period that
followed, from 1954 through 1967, and the U.S.
lost its historic markets in many areas of the
world to competing growths of cotton, which it
unwittingly brought into production. The U.S.
became the residual supplier to the world mar-
ket.

Ironically, during the post World War II era,
though U.S. taxpayers had funded the rebirth of
the ravished industrial complexes of Europe and
the Far East, our cotton production was sitting
in warehouses and not being consumed in these
revitalized markets. Our generosity went further
by assisting the textile manufacturers in these
countries by providing expanded access to our
markets to the detriment of the U.S. textile in-
dustry. Then along came the expansion of man-
made fibers. The U.S. found itself in a quan-
dary. Our domestic farm program was limiting
our own production and fostering the expansion
of foreign production, depriving us of our mar-
ket share, while at the same time eroding our
manufacturing base through preferential trade
concessions to countries revived through U.S.
assistance programs. One reaction to this situa-
tion was the PL 480 program, which endeav-
ored to distribute surplus farm commodities
without payment as a humanitarian gesture or
through long term credits. Another reaction in
the early 1960s, two priced cotton, proved to be
a major policy error. For a brief period we mar-
keted cotton in the world market at a price less
than that paid by our domestic industry. This
action proved injurious to our textile manufac-
turers and was discontinued by Congress.

The U.S. Evolves as World Competitor
About the time that I began my cotton career, in
the mid 1960s, the U.S. Congress decided that
we would compete by denying our competitors
a guaranteed minimum price. This was accom-
plished by repealing the high price support loan
concept and establishing the U.S. price support
loan at 90% of the world price. Producers were
also provided direct payments to assist them in
covering their production costs. By the late
1960s, our surplus stocks were depleted. We then
established our Cotton Research & Promotion
Program on a nationwide scale through a man-
datory producer contribution. In the early 1970s,
we suspended restrictive acreage allotments re-
sulting in a shift in production. Our planted acre-
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age moved to more efficient areas and produc-
tion increased. We also terminated the direct
payment approach and moved to a market based
or target price concept, which provided payments
when the average market price fell short of the
price targeted at the average cost of production.
The era of the 1970s was profitable for all of
the cotton producing nations of the world en-
abling us to survive an economic recession in
1975/76. Late in the 1970s, an over-expansion
in production led to depressed prices and the
adoption of program modifications, which
proved to be major policy mistakes.

The Congress enacted emergency legislation in
1978 establishing a minimum loan level. In 1981,
a further increase in the minimum level was
implemented. This action assisted both U.S. and
non-U.S. producers. Further, we arbitrarily in-
creased the target price in yearly increments of
5 cents per pound, which led to additional and
unnecessary production in the U.S. Our most
significant policy mistake, however, was extend-
ing the duration of the loan from 10 to 18 months.
This kept cotton off the market, artificially raised
the price of cotton to our domestic industry, and
once again placed the U.S. in the role of the re-
sidual export supplier. The U.S. response was
yet another policy mistake, the Payment in Kind
Program of 1983 that reduced our production to
a 100-year low. It cured our surplus problem,
but it further eroded our world markets.

In 1985, our exports plummeted to 2 million
bales. The response to this development was a
positive policy change in the enactment of the
marketing loan. This allows producers in times
of low prices, such as today, to repay their price
support loans at the world price and for cotton
to readily move into domestic marketing and
export channels at competitive prices. While the
marketing loan allowed for the U.S. cotton sec-
tor to revive, the 18-month loan continued to
price U.S. cotton above the world price. In 1991,
the U.S. attempted to confront this problem with
a new change in policy, the three step competi-
tive provisions of the marketing loan. Again, the
U.S. entered an era of expanded production and
off-take.

In 1994, a basic change took place in U.S. poli-
tics when control of both houses of the Con-
gress shifted to the Republicans for the first time
in 40 years. The results were immediate for U.S.
cotton policy. The loan was reduced to a fixed
rate of 51.92 cents through 2003, the loan pe-
riod was limited to 10 months, acreage controls
were lifted, the target price concept was repealed,
and producers were free to plant any commod-
ity. While the marketing loan was continued,
Congress planned for a total phase-out of gov-
ernment involvement in agricultural production
and provided producers with guaranteed pay-
ments for each year through 2003. These pay-
ments are based upon prior production averages

and are unrelated or decoupled from actual pro-
duction.

The Asian Financial Contagion surfaced in 1997
and the world’s demand for cotton and prices
plummeted. The immediate impact on the U.S.
was marginal and partially buttressed by Step 2
funding. The depletion of Step 2 funding in De-
cember 1998 resulted in a substantial reduction
in exports. The U.S. Congress reacted to de-
pressed agricultural prices in 1998 and 1999 by
supplementing the phase-out payments and re-
ducing the impact of payment limitations on
marketing loan gains. Step 2 has been fully
funded and will be operative through 2003. In
the coming year, the Congress will review farm
policy. The direction taken is yet to be decided,
but I expect the U.S. industry will come together
in support of continuing the marketing loan and
the Step 2 program. The level of the price sup-
port loan and/or the loan formula and whether
we return to the target price concept are other
questions for the industry to decide. What is done
depends on what the Congress will approve.

Current U.S. Programs and Trade
Concessions

I have provided you with a full background of
the U.S. involvement so you will have a better
understanding of the rationale behind our up-
land cotton programs. I will now review our
current programs.

Production
U.S. producers have the option of placing cot-
ton under a marketing loan wherein the cotton
is pledged as collateral to the Commodity Credit
Corporation at a price support level of 51.92
cents per pound pursuant to a schedule of pre-
miums and discounts assigned to the various
quality criteria. The term of the loan is 10 months
and should the world price fall below 51.92 cents
per pound the loan is repaid at the prevailing
average world price (AWP) as calculated weekly
by USDA. When the AWP exceeds 51.92 cents
the loan is repaid at this level. Producers who
do not utilize the loan have the option, when
prevailing price conditions dictate, to receive a
loan deficiency payment equal to the shortfall
between the AWP and 51.92 cents. Both the
marketing loan gain and the loan deficiency pay-
ment have limitations on the amount a producer
is eligible to receive which was recently in-
creased to $150,000 for the 1999 crop.

Producers participating in the USDA program
also receive a market transition payment, re-
ferred to earlier, known as an Agricultural Mar-
keting Transition Agreement (AMTA) payment.
The recent action of Congress increased this
payment from 7.9 cents to approximately 15
cents for the 1999 crop. The AMTA payment
phases down to approximately 5.5 cents in 2002.

Producers also have the option to place their less

desirable land in the Conservation Reserve Pro-
gram (CRP) whereby USDA accepts bids from
producers desiring to forgo planting and dedi-
cate a portion of their farmland to erosion con-
trol and wildlife habitat. The CRP is primarily
used on farms dedicated to wheat and feed grain
production in the Midwest and Northern High
Plains areas of the U.S. and the average pay-
ment is $5,000 per farm.

Marketing
The competitive provisions of the marketing loan
provide the Secretary of Agriculture with author-
ity under Step 1 to adjust the AWP to make U.S.
cotton competitive in the world market. This
authority was utilized over a 16-week period in
1991 by maintaining the AWP at a fixed rate to
dissipate marketing delays and impel the move-
ment of cotton to market. I do not believe that
this authority will be used again since it involves
direct cash outlays on all U.S. cotton whether or
not the cotton moves to market. Step 2 provides
our domestic mills and exporters with a certifi-
cate or cash payment during those weeks subse-
quent to a consecutive four week period when
the U.S. price is higher than the five lowest
priced competing non-U.S. growths by more
than 1.25 cents per pound. The payment rate is
equal to the difference of this average and 1.25
cents. Step 3 is a concession by U.S. producers
to their domestic textile mill customers that in
times of high prices and short supply imports of
competitively priced non-U.S. growths of raw
cotton are necessary to maintain the viability of
our cotton spinning sector. Up until 1999, Step
3 imports were unlimited, import quotas reached
17 million bales in 1996, and actual imports
exceeded 700,000 bales. The recent action taken
by Congress now limits the annual Step 3 im-
port quota to 5 weeks of domestic consumption
in a given marketing year or approximately one
million bales. The Step 3 quota is triggered pur-
suant to the same formula in effect for Step 2.

In developing world markets the U.S. makes use
of two programs, PL 480 and GSM Credit Guar-
antees, to assist our export customers. As I men-
tioned earlier, PL 480 first became available in
the 1950s and was used extensively for cotton
through the early 1970s when the GSM direct
credit program came into being. Today, PL 480
is used almost exclusively for wheat, feed grains,
and other food exports.

Prior to the development of the GSM programs
direct credits were made available by the Com-
modity Credit Corporation known as CCC cred-
its. Originally, these credits were short term, but
through the advocacy of the U.S. export trade
the terms were extended to 36 months. This pro-
gram was of immeasurable assistance in the
growth of the Korean textile industry. Also, for
the period from 1946 through the mid 1970s,
the Export-Import Bank of the U.S. provided an
annual direct line of credit of $25 to $50 million
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to Japan. In time, the improvement in the eco-
nomic development of these nations and others
in the Far East and Southeast Asia led to a phase-
down in direct credit assistance. In the mid
1970s, ACSA developed the concept of the credit
guaranty, which USDA adopted and gradually
phased-in as it phased-out the granting of direct
credits.

In a plenary session earlier today, the USDA
Market Access Program (MAP) funding was
explained by Cotton Council International in its
discussion of its effective worldwide promotion
programs. Under the MAP the USDA matches
contributions provided by the industry. Each
year, ACSA and other segments of the U.S. cot-
ton industry contribute to this funding. ACSA’s
annual contribution is $250,000 and since the
inception of the program we have contributed
$2.5 million.

U.S. Cotton Trade Concession
While the U.S. government has numerous pro-
grams that are beneficial to producers, manu-
facturers, and exporters, its commitment to a lib-
eralized trade policy severely penalizes the cot-
ton sector of its economy to the extent that U.S.
consumption of foreign produced cotton now
exceeds that produced and manufactured in the
U.S. Therefore, those who have free access to
the U.S. for their textile goods and other farm
products have no justification to criticize poli-
cies that serve to stabilize our farm economy.
Further, our generous assistance to nations se-
verely impacted by the recent financial conta-
gion has helped immensely in their economic
improvement and in doing so has revived mar-
ket opportunities not only for the U.S., but also
for our market competitors.

Conclusion
Though we live in an imperfect world, most of
us are dedicated to improving the economic con-
ditions of the developing nations. The credo of
our economy is founded on a strong domestic
agricultural base and free trade among nations.
The end game is a gradual phase-out of govern-
ment involvement in agriculture and that will
be a long evolutionary process.

Government Subsidies

Hsin-hua Wu
Taipei Economic and

Cultural Office (Houston)
China (Taiwan)

It is my honor and privilege to represent China
(Taiwan) here today to share with you our views
as a cotton importing country.

Since raw cotton is not grown in China (Tai-
wan), the island’s cotton spinning industry re-

lies totally on the import of raw cotton. Accord-
ing to Taiwan’s Customs statistics, cotton con-
sumption in Taiwan reached its peak in 1985 at
524,930 MT. Since then, consumption of cotton
in Taiwan declined gradually. In 1998, cotton
consumption was 330,000 MT.

In 1998, the total amount of raw cotton imported
into Taiwan was 308,870 MT, valued at
US$484.3 million. The largest supplier was the
United States of America, with a volume of
80,331 MT, (24% of total). The next largest sup-
plier was Togo with a volume of 34,174 MT
(11% of total), followed by Côte d’Ivoire with
34,068 MT (11% of total), Australia with 31,059
MT (10% of total) and Uzbekistan with 25,084
MT (8.12% of total).

In 1998, the total amount of staple yarn imported
into Taiwan was 155,590 MT with an overall
value of $356.6 million. Of all imported staple
yarns, cotton yarns were the major category with
52.47% of the total. The major suppliers are
Pakistan, 22.75%; and India, 15%.

As a cotton importing country, price is impor-
tant. However, price is not our only concern.
Aside from price, our concerns include:
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Quality
Suppliers should improve the quality of cotton,
such as less contamination, and meeting new
requirements of users.
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Delivery
Quick delivery is always important in cutting
costs. Keeping less inventory means less work-
ing capital and cost reduction.
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Good Service
The actual shipment must comply with the qual-
ity of the sample. Inspection and evaluation must
be done properly.
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Promotion of Cotton’s Natural Attributes
Cotton Council International’s promotion of pure
cotton clothing in the Asian market is a good
example. We hope that more promotional ac-
tivities can be conducted in the future.
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Communication Between

Producers and Users

Assisting producers to get in touch with users to
learn about their requirements, especially when
these requirements change.

Government subsidies might increase cotton
producer’s competitiveness in the international
market. However, we point out again that as a
cotton user price is not our only concern. We
consider that quality, prompt delivery, good ser-
vice, research and development, and promotion
of the natural attributes of cotton are equally im-
portant.

As we are in the process of accessing to the
WTO, China (Taiwan) supports the regulatory
rules in the WTO agricultural agreement. Those
are:

1. Export subsidies should be limited, to avoid
any distortion of trade.

2. The reduction of government subsidies should
be flexible and should be reached through con-
sultation. (Because each country has different
natural conditions and cultural backgrounds, the
issue should be dealt with caution.)

It is my hope that the issue of government sub-
sidies can be solved in a win-win situation. Both,
users and producers will be benefited.

Statement of Australia
Australia believes that the market for cotton has
been distorted and corrupted by government
policies for far too long. Let me make three
points in this regard.

Firstly, these distortions affect not just trade in
raw cotton but also other links along the pro-
duction and marketing chain. The paper pre-
sented today by the Secretariat is very welcome,
however, it only tells part of the story. The rest
of the story, perhaps half the story, is the arrange-
ments that affect trade in yarn, textiles and ap-
parel. The measures applying to yarn, textiles
and apparel raise costs, close off potential mar-
kets and reduce cotton consumption. To address
these concerns, Australia proposes the follow-
ing motions:

Government Measures Affecting Cotton
1. That the Secretariat be required to

• Provide an annual update of the paper “Gov-
ernment Measures Affecting Cotton,” and

• Extend the paper to include arrangements
affecting trade in cotton textiles and apparel,
including consideration of the extent to
which cotton may be advantaged or disad-
vantaged relative to man-made fibers for the
2000 Plenary Meeting.

----------

Our second point is to express Australia’s deep
disappointment that the U.S. Congress recently
approved Step 2 funding. We would like ICAC
members to consider a motion to recognize the
negative impact that a renewed Step 2 will have
on the market. The motion proposed by Austra-
lia is as follows:

Reducing Export Subsidies, Market Access
Barriers and Domestic Support in the WTO
Round

2. That the Statement of the 1999 Plenary Meet-
ing include the following:

“Members agreed that important objectives for
the forthcoming WTO negotiations on agricul-
ture would be the elimination of cotton export
subsidies, a significant reduction in market ac-
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cess barriers to cotton trade, and significant re-
ductions in trade-distorting domestic support for
cotton production.”

----------

Thirdly, in light of the significant levels of sup-
port identified in the Secretariat’s paper, there
is a clear need for substantial reductions in these
programs. Australia would like to propose the
following motion:

United States Step 2 Program

3. That the Statement of the 1999 Plenary Meet-
ing include the following:

“Members of the ICAC expressed deep disap-
pointment at the recent decision by the United
States Congress to provide funding that would
enable a reactivation of the Step 2 subsidy pro-
gram. Members agreed that this was likely to
result in increased competitiveness of United
States cotton on world markets and unfairly re-
duce world cotton prices further from their al-
ready depressed levels. They agreed that the Step
2 program is in effect an export subsidy pro-
gram and should be treated the same as other
export subsidies in the next round of WTO agri-
cultural negotiations.”

You might well ask where export credits sit in
the range of subsidy programs. It is our view
that export credits are in effect a subsidy to ex-
porters. Non-commercial export credits corrupt
and distort markets and our aim should be to
eliminate them along with other export subsi-
dies.

Statement of Brazil
The Brazilian delegation would like to add its
comments to those of other delegations on the
subject of subsidies.

We do understand that cost structures vary from
country to country and that the introduction of
corrective incentives by governments has be-
come necessary. We also understand that this
practice can indirectly affect prices by encour-
aging an imbalance in production; however, we
feel we cannot condemn outright this practice
since in principle the benefit generally accrues
directly to the producer.

However, we would ask all delegates to join with
us in condemning subsidies that are designed to
cause, or directly provoke, the erosion of inter-
national prices. Such subsidies directly attack
the international price basis with the correspond-
ing damage to producers’ income worldwide.
The justification to avoid the holding of gov-
ernment stocks is an internal problem that should
not be solved by creating unbalanced competi-
tion.

Low cotton prices are in nobody’s interest and
the Brazilian Textile Industry would endorse the
Brazilian delegation statement. Low prices cre-
ated by subsidies will eventually lead to lower
production worldwide and, subsequently, lead
to price increases as stocks decrease. In the cur-
rent textile scenario passing on such increased
costs to the consumer will be very difficult,
stretching even more the industry’s margins, and
will encourage the growth of synthetics.

We must therefore express our belief that such
policies are also shortsighted for the domestic
industry since low prices affect the ratio between
labor cost and raw material cost. Lower raw
material cost will ultimately benefit those coun-
tries with lower labor costs, allowing them to
increase their exports to those very countries
granting subsidies in the first place. However it
is those countries that have lower labor costs
which are mostly affected by low prices—a vi-
cious circle.

Therefore, from all aspects, we urge all delega-
tions here to support our motion for the elimi-
nation of export subsidies—irrespective that the
same subsidy might be granted to the domestic
textile industry—that are designed to or effec-
tively lower the international price of cotton in
order to maintain or gain market share.

Our motion is, therefore, that the 58 Plenary
Meeting of the ICAC urge those member coun-
tries that currently employ programs that subsi-
dize the export of raw cotton to reconsider their
policy in the light of the long term damage to
the cotton industry, which such practice implies.

Statement of Paraguay
Cotton prices are low. Governments that have
money give subsidies increasing production and
lowering prices additionally, which distorts the
market completely, so poor countries are unable
to compete, producing each year less cotton be-
cause, economically, it is not viable.

Greek and Spanish cottons, which have the high-
est subsidies, are the two cheapest origins in the
Liverpool Cotton A Index.

Subsidies cause low prices, for which the tax-
payer pays.

Basically, if governments discontinue subsidies,
the world will produce less and, consequently,
prices will go up naturally by supply/demand
market factors, allowing all countries to com-
pete on equal terms. That is a real free market.

Our suggestion is to see the money applied to
subsidies devoted to cotton promotion as we see
yearly fiber consumption going up but cotton
consumption remains stable.

Subsidies are a vicious circle. Higher subsidies
cause lower prices and low prices bring about

additional or higher subsidies. Because of sub-
sidies, the free market principle is now in jeop-
ardy.

Paraguay is a poor country and cannot afford
subsidies. Production is sharply down as a re-
sult.

We hereby pledge to seriously discuss the mat-
ter of the elimination of subsidies and the dis-
tortions they cause.

We support the positions of Australia, Argen-
tina, South Africa and Chad on this subject.

Statement of South Africa
The South African delegation supports the sen-
timents expressed by Argentina, Australia, Bra-
zil and Paraguay. Without repeating the points
already made by them, we would like to say:

• As a country in transition, South Africa’s
agriculture/cotton industries already have
deregulated considerably in the past num-
ber of years. It is now vulnerable to the na-
ked world market—without government
subsidies.

• The cotton industry has already felt the
negative effects through the closing of gins,
lower plantings and direct negative effect
on our plan to enlarge the small scale cot-
ton sector.

• We are concerned that if the evolutionary
period is prolonged, the reaction from coun-
tries who do not have the funds to subsi-
dize will be the raising of tariffs obviously
within their WTO commitments.

• We support motions 1 and 3 as proposed
by Australia. We do not think that motion 3
differs from that proposed by Brazil and the
portion “significant reductions in trade-dis-
torting domestic support for cotton produc-
tion.” Our sentiments on Step 2 are similar
to those of Australia.

Statement of Colombia
The Government of Colombia wishes to express
its thanks for the welcome given by the United
States to its delegation.

The Government of Colombia shares the views
presented by the Government of Argentina and
supports the three motions submitted by the
Government of Australia.

The Government of Colombia wishes to share
with the rest of the countries its experience with
respect to the economic opening (free market)
started in 1991, with a substantial reduction in
tariffs and the elimination of subsidies, in addi-
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tion to other measures such as the liquidation of
the Instituto de Mercadeo Agrícola–IDEMA
(Agricultural Marketing Institute), the state
agency responsible for supporting agricultural
prices through direct market intervention.

The opening involved the almost total bank-
ruptcy of the cotton industry, with a 76% reduc-
tion of the planted area and production, with
soaring increases in fiber imports coming from
countries where production and exports are sub-
sidized.

Only recently the cotton sector began its recov-
ery thanks to a true transformation performed
by its leaders and farmers, partly through re-
search; the adoption of new technologies; train-
ing; a substantial reduction in production unit
costs; thus recovering competitiveness and mar-
ket conditions without distortions, with a rea-
sonable rate of return. All this effort may result
futile if existing distortions in the international
trade of cotton fiber affected by protectionist
measures, and generous production and export
subsidies are not eliminated by the main pro-
ducing and exporting countries.

The Government of Colombia insists on the im-
mediate elimination of subsidies to be able to
compete in a market where the playing field is
fair for all players alike.

For the Government of Colombia, bent on the
difficult and costly job of replacing illicit crops,
the subject of subsidies and the resulting unfair
competition they create is of vital importance,
since it is for this reason that it cannot identify
licit profitable crops to replace illicit ones.

The Government of Colombia does not agree
with the statements made by the governments
of the United States and Greece that ICAC is
not the forum to discuss economic matters. ICAC
is a consultative body of the United Nations Or-
ganization (ONU) and the appropriate forum to
discuss everything concerning the cotton indus-
try. The World Trade Organization is the forum
to resolve disputes, ICAC is the economic fo-
rum of the cotton industry, consulting body of
ONU, and subsidies are part of its interests.

Finally, it is important to note that subsidies have
other consequences such as the poor use of natu-
ral resources, since they allow the cultivation of
cotton on marginal areas.

Statement of India
The Indian delegation notes that low cotton
prices do not meet anyone’s interest. Export sub-
sidies generate a vicious cycle that encourages
depressed world cotton prices. It is important
that there be a level playing field, enabling all
to compete on equal terms. It is obviously un-
fair that countries distorting the cotton price
market in the past can continue to maintain sub-

sidy regimes, while others are debarred from
using such measures in the future. The Agree-
ment on Agriculture is coming up for review in
the year 2000 at the WTO, and is expected to
provide for the removal of export subsidies.

The Indian delegation supports the three motions
tabled by Australia and others, which have also
been supported by many earlier speakers, but
suggests that perhaps the reference to a specific
country/program in one of the motions could be
avoided.

Statement of Spain
The Spanish delegation has the following com-
ments:

• No negative effects of subsidies are de-
scribed in the working paper prepared by
the Secretariat.

• Subsidy decisions belong in the World Trade
Organization.

We have an objection to the second motion from
Australia: We insist that this proposal be changed
to reflect that no consensus exists in the ICAC
about this subject.

Statement of Chad
First of all, the delegation from Chad would like
to congratulate the Secretariat for the outstand-
ing presentation on government measures affect-
ing cotton. This report emphasizes the misguided
and harmful effects of subsidies granted by cer-
tain countries.

When subsidies reach the levels of 86 to 89 cts/
lb. in the countries of the European Union or in
the United States, how can we place our trust in
these countries as they ask us to accept truth in
pricing and embrace a liberalized cotton
economy?

Another point supported by the report from the
Secretariat concerning export taxes in develop-
ing countries is that such taxes should be per-
ceived as a means to generate resources for fi-
nancing social actions. These taxes are totally
unrelated to export subsidies.

Mr. Lawrence Blum made the observation that
the Step 2 program will result in only +5% in
exports. That will translate into 300,000 bales
of cotton and the impact on declining prices will
be even more catastrophic.

This is a matter of unfair competition that pro-
duces a market distortion. Small farmers in de-
veloping countries are the real victims.

The delegation from Chad supports the proposal
from Brazil and Argentina to quickly eliminate

all measures that undermine the rules of the
marketplace.

Statement of Belgium
Belgium supports previous speakers and delega-
tions from Spain and Greece on government sub-
sidies.

We believe that

• This is a sensitive issue.

• More groundwork should be done.

• The issue should be best placed in its over-
all political context with sufficient data and
information.

• As pointed out by ICAC’s executive direc-
tor, some studies go beyond the means of
the ICAC.

Therefore, the best forum is the WTO.

Statement of Mali
Cotton production provides direct income to
more than one-quarter of the rural population of
Mali.  Cotton is the “white gold”  of Mali and
the lifeline that sustains the entire Malian
economy.

It is important to situate cotton at the heart of
the economic growth and overall development
of our country, so that you can fully understand
the import of these comments and all other re-
marks that our delegation will be called upon to
make during the present session.

Our organization’s 57th Plenary Meeting, held
last year in Santa Cruz, Bolivia, led to the un-
pleasant observation that international prices for
cotton were on the decline.  We must now ac-
knowledge that this situation, rather than improv-
ing, has deteriorated further, as indicated in the
technical documents presented by the Secre-
tariat.  This situation is very harmful to our
country’s cotton industry.  As we emphasized
above, cotton is today, and will long remain, the
backbone of the Malian economy.

Indeed, while we may be able to deal with un-
predictable weather patterns, we are defenseless
in the face of external factors such as a world
market that is in recession and characterized by
unfair competition on the part of powerful coun-
tries in a position to subsidize producers and
exporters, as well as the harmful effects of glo-
balization when this means the destruction and
dismantling of the cotton industry.

Concerning subsidies and other forms of gov-
ernment assistance, how can the advocates of
market liberalization and transparency justify
policies that are designed to assist their growers
and exporters?
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We share and support the position of the delega-
tions calling for an end to such policies.  Only
then will there be equal opportunity in the mar-
ket.  It is a matter of economic democracy.

Sixth
Plenary Session

Reducing the Cost of
Producing Cotton

Report from the Secretariat
The Secretariat of the International Cotton Ad-
visory Committee has undertaken surveys on the
cost of producing cotton during the last three
decades. The first survey was done in 1968, and
studies have been done at intervals of one to four
years since. However, the last three reports have
been published at three-year intervals in 1992,
1995 and 1998. Currently, it is planned to con-
tinue updating the data on cost of production
every three years.

I presented reports to the 54th and 57th plenary
meetings of the ICAC on cost of production. This
is what I concluded from the last survey under-
taken in 1998.

• It is difficult to make inter-country com-
parisons.

• Subsidies/free services.

• Data not available on all inputs like fixed
and economic costs.

• Comparisons among some countries are
more reliable. However, it is more reliable
to compare inputs.

• Input use on cotton has increased and has
reached optimal levels in many areas.

• Because of no increase in yields, the in-
crease in total cost will be reflected in cost/
kg of lint.

• The cost of producing a kg. of lint under
rainfed conditions is higher than under irri-
gated conditions.

• Though comparisons among countries may
be difficult, the work of the ICAC Secre-
tariat on cost of production is the only
source of information on costs of produc-
ing cotton in the world. No other organiza-
tion undertakes such studies at the interna-
tional level.

Methodology
For the last three reports, the same questionnaire
has been used to collect data on the cost of vari-

ous inputs and operations. The questionnaire is
divided into seven sections as follows:

1. Pre-sowing
Land rent for cotton, land tax, pre-soaking irri-
gation, plowing, planking

2. Sowing
Soaking irrigation, land preparation, seed, seed
treatment, herbicides, fertilizers, drilling

3. Growing
Thinning, weeding, hoeing, herbicides, fertiliz-
ers, insecticides, irrigation, defoliation

4. Harvesting
Picking, stick cutting

5. Ginning
Transportation to gin, ginning, classing and grad-
ing

6. Economic costs
Management and administration, interest on
capital, repairs, general overhead

7. Fixed costs
Power supply, irrigation system, tractors, spray
machinery, farm implements

In the survey questionnaire, respondents are
asked for the cost of individual inputs and op-
erations in local currency and U.S. dollars.

Long-term Trend
The cost of production has increased in most
countries, mostly because of two reasons:

• There has been a general trend to develop
short stature varieties with the capability
to tolerate higher doses of nitrogenous fer-
tilizers. It is similar to the introduction of
short stature varieties of wheat and rice in
the world.

• The insect pressure on cotton has increased
as a result of increased cropping intensity,
better crop nourishment and disturbances
in natural biological control of pests.

Fertilizers and pesticides, particularly insecti-
cides, were adopted as the benefit/cost ratio was
very high. The benefit/cost ratio of fertilizers
has been maintained as no other alternatives are
available, and the misuse of fertilizers has been
at a minimum.

Insecticides were adopted because, at the time
of adoption, they were the most efficient and
economical means to control insects. Such in-
secticide performance is true even today—they
are still the most destructive against insects and
control in the minimum time with an economi-
cal cost. But the use of insecticides has proved
to carry many side effects not desirable for vari-
ous reasons. These side effects, which include
killing of beneficial insects, development of re-

sistance and changes in the pest pattern, seem
to dominate the usefulness of insecticides. These
factors have contributed to tremendous increases
in the pesticides needed to control insects and,
in most cases, it has been the misuse or unwise
use of pesticides and not the use. Both these in-
puts are today an integral component of produc-
tion practices but have contributed to signifi-
cant increases in the cost of producing cotton.

Cost of Production vs Yields
For a long period of time, increases in the cost
of production in the form of higher fertilizer and
pesticide applications were offset by higher
yields. The cost of production per hectare in-
creased, but at the same time yields also in-
creased. Increases in yields were proportionately
greater than input costs, which encouraged ex-
tensive use of inputs. The Central American
countries went out of production because the cost
of insecticides increased to uneconomical lev-
els. No country has gone out of cotton produc-
tion because of low yields. Some countries can
afford to produce cotton economically at yields
50% of the world average. There are others that
cannot continue to produce cotton at more than
double the world average yield. The ICAC
Secretariat’s report on cost of production, pub-
lished in October 1998, showed that the cost of
producing cotton varied from about US$200 to
over US$3,000 per hectare. So, it is not the total
cost but the cost per kg. that is more important.

Cost of Production (US$/ha)

Country Total Cost/ha
Highest
Israel 3,085
Spain 3,027
USA (W) 2,397
Colombia (Cauca) 2,041

Lowest
Uganda    204
Sudan    274
Tanzania    421
India (CS)    593

Syria as a Model
Insecticides are the most expensive input in most
production systems and the data below show that
there are large differences in the number of times
cotton is sprayed.

Biological control in Uzbekistan is very strong
which has limited the use of insecticides. Se-
vere cold weather may also be a factor for pest
destruction. However, insecticide use on cotton
is the lowest in the world in Syria, and still cot-
ton yields are one of the highest in the world.
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Cotton production conditions in Syria have
proved that cotton can be grown successfully
with a minimum use of insecticides. The 2% of
area sprayed do not get more than two sprays.
Strict control on the use of insecticides, only with
the permission of experts, has contributed to
maintain biological control as the main toll
against insects. Pest population has been suc-
cessfully depressed to the lowest levels.

tion in the world. Cotton production has a vari-
ety of limitations in the producing countries.
They are related to plant behavior, conditions to
grow cotton, and availability of resources includ-
ing technology to grow cotton. Assuming that
all limits can never be resolved, it seems that it
will take many years until a consistent increase
in yields is seen again. At this stage an increase
in yields is not a likely approach for reducing
the cost of producing cotton in many countries.

Reduce Input Costs

A number of other choices are available, and
they are feasible to implement too, to reduce the
cost of production. They are

• The application of recommended technol-
ogy to enhance the usefulness of inputs.

• Every cotton-producing country in the
world is concerned about the high use of
insecticides. In order to reduce the cost of
production, insecticide use on cotton must
be reduced. There are many ways to do so.
Syria and Uzbekistan are two examples.
ICAC has four ongoing research projects
with the Common Fund for Commodities,
and another has just been approved. These
five projects deal with better means to con-
trol insects and avoid their effects on qual-
ity.

• Over 4 million hectares were estimated to
be grown under genetically engineered cot-
ton in the world during 1999/00. Transgenic
cotton does not have a higher yield poten-
tial, but better insect control certainly en-
hances the chances of getting higher yields.

• Fertilizer use has been optimized on cotton
in most countries. I do not think that the
quantity of fertilizers used on cotton is go-
ing to increase in the near future. But, the
cotton plant’s physiological system can be
manipulated to enhance its response to fer-
tilizers. So, the quantity of fertilizers used
will remain the same, or even lower, but
the plant’s output, particularly in reproduc-
tive terms, will increase.

• Only half of the world’s cotton is produced
under assured irrigation conditions, and
50% is rainfed or grown under drought con-
ditions. Cotton is not a water loving plant
but requires a regular supply of water.
Drought resistant transgenic cottons with
higher resistance to stress conditions can
be developed. There is already some
progress in this direction.

• Maintaining the current level of yields, cot-
ton varieties can be developed with special
fiber quality characters like stronger fiber,
longer fiber, colored fibers, etc., that will
bring higher returns to farmers.

Reduction of Cotton
Production Costs: The

Case of Tanzania

Joe C. B. Kabissa
Tanzania Cotton Lint

& Seed Board

Abstract
Cotton production in Tanzania is in a crisis.
Recent liberalization of the industry has brought
a series of efficiency gains such as higher pro-
ducer prices, prompt payments and increased
ginning capacity. among others. However, pro-
ductivity and quality of Tanzania’s cotton have
declined perilously. Productivity remains low,
at 400–700 kg/ha. This is attributed to lack of
investment in cotton production per se, coupled
with a slump in the usage of farm inputs. Fol-
lowing the removal of subsidies and devalua-
tion of the shilling, prices of imported inputs
have become unaffordable to the majority of
small holder farmers upon whom the cotton sec-
tor in Tanzania depends. To date, the cost of
cultivating one hectare of cotton is between
200,000 and 350,000 shillings, or about 250–
550 shillings per one kg. of seedcotton. Labor
and agrochemicals account for 70–95% and 5–
25% of total production costs, respectively. To
reduce costs and improve quality, investment in
cotton production is necessary. This paper dis-
cusses the role of fiscal policy and adoption of
integrated pest management and integrated soil
fertility management to achieve it.

Status of Cotton Production in Tanzania
Cotton is Tanzania’s next most important cash
crop after coffee. Its contribution to national and
agricultural exports amounts to 15–21% and
40% annually, respectively. Cotton farming in
Tanzania is still dominated by small holder farm-
ers who cultivate less than 5 hectares per year.
There are only ten farmers who cultivate 50 to
200 hectares and just two who go beyond this
(Mafuru et al 1999). Cotton production has been
fluctuating between 100,000 and 300,000 met-
ric tons annually. This is attributed to variabil-
ity in rainfall, producer prices and level of crop
management. Presently, seedcotton yields in
Tanzania vary between 400–700 kg/h for areas
around lake Victoria and between 700–1000 kg/
ha. for those near the Indian Ocean.

Effect of Cotton Liberalization
Until recently, the cotton sector was dominated
by just two actors, namely, cooperative unions
and the defunct Tanzania Cotton Marketing
Board, both of which were responsible for over-
seeing the production, ginning and marketing of
the crop. Following the liberalization of the cot-
ton industry in 1992, the sector has witnessed a

Country No. of Sprays

Argentina 4
Australia 10
China (M) 7-8
India 5-6
Pakistan (P) 7
Sudan 3-4
Syria < 1
USA 4
Uzbekistan 1-2

  Insecticide Use and Yields in Syria

Year % Area
Sprayed

Yield
(kg/ha)

1985            25                950
1986            10                873
1987            29                750
1990              2                927
1991              5             1,086
1992              5             1,150
19943              3             1,087
1994              3             1,079
1995              4             1,044
1996              3             1,233
1997              1             1,479
1998              2             1,120

How to Reduce the Cost of Production

It is certain that if the cost of producing cotton
is not checked, many countries may not be able
to continue producing it or may afford to do so
only if the price is increased accordingly. So,
the choices are either reduce the cost of produc-
tion to keep cotton an economical business or
increase cotton prices to maintain interest in
cotton production.

There are only two ways to reduce the cost of
producing a kilogram of seedcotton or lint:

1. Increase yields.

2.  Reduce of the cost of inputs and operations.

Increase Yields

The ICAC Secretariat has published a number
of reports on the current state of yield stagna-
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series of major efficiency gains, e.g., higher pro-
ducer prices, prompt payments and increased
ginning capacity among others (NEI, 1999).

However, one unintended consequence of liber-
alization has been the decline in productivity of
cotton and in the grade and quality of seedcotton
and lint. It would appear that as a result of liber-
alization, investment in marketing has happened
at the expense of cotton production per se. This
has led to stiff competition among buyers for
the little cotton produced, resulting in quality
standards being compromised. Similarly, re-
moval of subsidies on farm inputs and devalua-
tion of the shilling have led to dramatic increases
in input prices and hence increased production
costs. Small holder farmers have responded by
cutting down usage of inputs and as a result, use
of pesticides has declined from about 1,000,000
liters per year by 1992 to roughly 100,000 liters
in 1997/98. Limited use of farm inputs is cur-
rently recognized as one of the major bottlenecks
limiting cotton production and quality in Tan-
zania. Prior to liberalization, cooperative unions
and the Cotton Board ordered and provided in-
puts to farmers on credit. Farmers paid back
through deductions on their produce at the time
of sale. This system collapsed entirely after lib-
eralization of the sector.

Crop Budgets
Table 1 summarizes crop budgets for cotton pro-
duction under two levels of management
(TCLSB, 1998). With reference to Tanzania, it
is evident that the most important input costs
are on labor, fertilizers and insecticides. Because
the profitability of cotton is low relative to other
crops (NEI, 1999) and cotton’s returns to labor
are also low (NEI, 1999), cotton production can
become more successful only if the unit cost of
production is reduced. There are four possibili-
ties of achieving this.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Fiscal Policy

The first option encompasses the government’s
deliberate actions to promote profitability of
agriculture through policy changes. In this year’s
budget, the government abolished all taxes and
duties on farm machinery and agricultural in-
puts. This decision will encourage importation
of farm machinery to alleviate labor bottlenecks
and the use of other farm inputs such as agro-
chemicals. This has further been complemented
by creation of a cotton development fund which,
among other things, is aimed at paying for re-
search, regulatory functions, extension service
and acquisition and dissemination of market in-
formation, as well as procurement of inputs, par-
ticularly seed. Finally, the government has cut
the produce cess, which currently amounts to
10% of the total farm gate price, to just 5%. This
should serve to boost farmers’ margin.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Labor Constraints

The second option relates to reduction of labor
costs. To date, over 70% of the total cost of pro-
ducing cotton is due to family labor alone
(TCLSB, 1998). The latter is often assumed to
be free except for some limited operations such
as weeding and harvesting. Production of cot-
ton under purely hired labor at the current pro-
ducer prices would be uneconomical. Labor
shortage is often the main cause of poor or de-
layed planting and inadequate weeding, and oc-
curs either because of cotton’s competition with
food crops or off farm employment opportuni-
ties. To optimize labor usage, training is needed
on how to improve the efficiency of picking and
grading. Similarly, for operations such as
ploughing and weeding, use of ox-drawn ploughs
and weeders is to be encouraged.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Fertilizer Use

The third option advocates for greater use of
organic vis-a-vis inorganic fertilizers to increase
productivity. Present recommendations on fer-
tilizer use prescribe two applications: a basal
one involving a phosphatic fertilizer at planting
time and top dressing with a nitrogenous fertil-
izer at 236 kg/ha, 2-6 weeks after germination.
Small holder farmers rarely adopt these recom-
mendations on economic grounds. On the other
hand, farmyard manure is plentiful but tends to
be used for maize in preference to cotton, so,
the challenge is how to promote it for use on
cotton as well (NEI, 1999). Use of farmyard
manure in combination with other fertility main-
tenance practices, such as improved fallow and
crop rotation, provides the basis for an integrated
soil fertility management strategy for cotton.
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○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Pest Control

The fourth option relates to optimization of pest
control cost. Productivity of cotton and subse-
quent yield gap between sprayed and unsprayed
crops differs between eastern and western Tan-
zania, in part due to attack by Helicoverpa
armigera being more severe in eastern than in
western Tanzania (Kabissa, personal observa-
tions). Thus, more pesticide applications are
needed in the east (up to eight before liberaliza-
tion) than in the west (four to six times). But on
the basis of economic reasons cited earlier, farm-
ers in both areas spray 2-3 times only. This is in
agreement with results obtained if spraying is
done on the basis of damage thresholds. Prior to
liberalization, threshold spraying proved unac-
ceptable because of subsidies on pesticides, but
adoption is now picking up (Kabissa et al 1997).
Moreover, use of imported pesticides is likely
to be scaled down further due to introduction of
cheaper alternatives such as Neem, Tephrosia
vogelli, Jatropha curcas, which occur locally
(Kabissa et al in press).

Finally, reduction of cost relating to control of
H. armigera and other pests is being pursued
through promotion and adoption of cultural tac-
tics, for example, trap crops to manage H.
armigera on organic cotton. Here, designated
fields are sown to cotton in such a way that ev-
ery fifteen rows of cotton plants alternate with
one row of either sunflower or pigeon peas used
as trap crops. The latter are also sown around
entire cotton fields. There is provision for chemi-
cal intervention using the botanical insecticides
cited above if and when control by trap crops
fails. For late pests, notably Dysdercus spp and
Pectinophora gossypiella, continued enforce-
ment of uprooting and burning and the closed
season after harvest will be upheld. It is thought
that these developments in pest control will fa-
cilitate the introduction of IPM.

Conclusion
In conclusion, it can be said that although the
cotton sector in Tanzania is now a fully liberal-
ized and decentralized system with regard to
marketing and ginning, there has been no invest-
ment in cotton production per se. Investment in
production is needed if the existing ginning ca-
pacity is to be worthwhile. The issue of input
supply still remains elusive for cotton given the
prevailing low competitiveness of cotton in re-
lation to other crops. The government has re-
viewed taxes, regulations and other policy-re-
lated issues with a view to attract investment in
agriculture. It is the task of the sector to get or-
ganized around some unifying vision. Without
such vision, the profit motive alone is likely to
throw the industry into total collapse.

Reduction of Cotton
Production Costs in

Colombia

Francisco Dávila-Ricciardi
CONALGODON

Colombia
In 1991/92, the cotton sub-sector, as well as all
the agricultural and livestock sector in Colom-
bia, entered into the longest and most profound
crisis in the modern economic history of the
country due to a combination of factors and ad-
verse circumstances. The main ones are

• The accelerated opening of the economy,
with the drastic reduction of tariffs and al-
most total elimination of subsidies, with-
out a period of adjustment and transition,
and without taking into account the pecu-
liarities of the agricultural and livestock
sector in international trade.

• The increased unfair competition of im-
ported fiber whose production and export
is subsidized in the countries of origin.

• A strong appreciation of the peso between
1990 and 1998 that raised the cost of na-
tional production thus favoring imports.

• A strong drop in the international quotations
of cotton.

• A bad drought caused by the “El Niño” phe-
nomenon, in 1991/92.

Despite the fact that the main causes of the cri-
sis are foreign, we were forced to take a close
look at microeconomic aspects also affecting the
sector’s competitiveness, and we quickly came
to the conclusion that we had to concentrate our
efforts on reducing the unit costs of production.
The many years operating in a protected market
and on lands that still maintained their fertility,
obtaining a good return, had made us lax regard-
ing expenses, and inefficient in cotton produc-
tion.

A careful analysis of the package of costs, com-
pared with that of other countries who are now
our competitors, showed that the items where
the greatest differences existed were, in their
order, agrochemical inputs (fertilizers, herbi-
cides and insecticides), manpower and financial
costs.

At the same time we found that cotton research
was almost nonexistent, specialized training was
reduced to a minimum, and both technical as-
sistants and farmers used an obsolete, inefficient
and even harmful technological package that had

deteriorated soils, increasing weeds and gener-
ating pest resistance, among other things. Ma-
chinery and farm implements were also obso-
lete.

Faced with this diagnosis, what actions did we
take?

1. In 1993, when we thought the problem was
price fluctuation and its impact on the rate of
return, we created a parafiscal fund to stabilize
income, which operates based on payments made
by farmers to the Fund during periods of high
prices, and compensations to them when prices
are low.

2. In 1995 we presented a bill for the creation of
a second parafiscal fund, whose resources are
applied 100% to research, transfer and adoption
of technology, and training. This fund is fed by
contributions from farmers of 0.5% of the fiber
value and 1% of the seed value. Due to a drastic
area reduction and consequently of production,
projected resources were reduced to approxi-
mately US$300,000, obviously much lower than
the amount required to fulfill its purpose and
satisfy the great needs in these fields.

For that reason we concentrated on making stra-
tegic alliances with other private and mixed re-
search centers, universities, other entities spe-
cialized in training, associations of agricultural
engineers, production trade-unions and others.
This has allowed us to:

• Compile information on all cotton research
carried out in Colombia and other countries.

• Prepare a participative National Cotton Plan
on research, transference and adoption of
technology and training that gives priority
to applied research, adoption of technology
and training in such subjects as integrated
crop management, with emphasis on inte-
grated pest management, soil and water
management, and the procurement, adap-
tation and development of new varieties by
agroecological zones.

This has made possible the conformation of a
technological package that I will summarize
below, basically oriented to the reduction of unit
costs in production. For its adoption, intensive
training courses for technical assistants, farm-
ers and specialized workers (about 3.500 per-
sons per year) are being organized in all cotton
areas of the country.

3. With varying levels of success in the differ-
ent producing zones of the country, a techno-
logical package has been adopted consisting fun-
damentally of the following:

• Complete and full destruction of ratoons.
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• Active management of the closed season be-
tween crops through the use of pheromone
traps and boll weevil killing tubes, ratoon
isles and trap crops. All this to effectively
control the boll weevil, which is cotton’s
main economic pest in Colombia.

• Zero or minimum tilling system, reducing
the preparation to subsoiling and weed
burning with glyphosate.

• Rotation crops or planting of legumes
whose top portion is cut at the end of their
cycle leaving the rest as soil canopy.

• Precision planting with increase in densi-
ties.

• Physiologic management of plants using
growth regulators.

• Integrated pest control using biological
agents and minimizing the use of chemical
insecticides mostly at the end of the veg-
etative period.

4. Design and execution through producers as-
sociations of a line of credit disbursed in partial
installments, according to the needs of the crop

at different stages, accepting farmers partial
payments as fiber and seed are being sold, thus
reducing finance costs. In turn, this allows the
producers associations to acquire inputs and ser-
vices paying cash, which makes possible impor-
tant savings.

It is worth pointing out that to the direct effect
of the efforts from all those involved in the pro-
gram, we must add the effect generated by the
acceleration of the devaluation rate of the Co-
lombian peso, which begins to come closer to
its real competitive value, thus partially com-
pensating for the devastating effect of revalua-
tion in the last eight years.

In closing, had it not been for the present low
level of prices, the reduction of unit costs to a
level substantially lower than the long term av-
erage of international prices would have meant
that we had achieved the goal to recover the rate
of return and the sustainable competitiveness of
cotton cultivation in Colombia.

We reiterate the offer we made in Bolivia at the
57th Plenary Meeting, to share with interested
countries the experiences and results of the cost
reduction program in Colombia.

Closing

Statement of Togo
At the closing of the 58th Plenary Meeting of
the ICAC, the delegation of Togo would like to
express once again its satisfaction and gratitude
to the Chairman and to all the members of the
Committee for our country’s admission this year
as a full member of the ICAC.

We have followed with great interest all the pre-
sentations and discussions that have taken place
since Monday, and we have noted and appreci-
ated the spirit and the high quality of all the in-
formation provided.

Togo would like to be one of the world’s lead-
ing cotton producers. Now, as a member of the
large ICAC family, we shall make every effort
to continuously improve our cotton industry and
the quality of our cotton.

We would also like to take this opportunity to
extend our congratulations to the Secretariat
once again for organizing this meeting perfectly
and our thanks to the United States government
for the hospitality accorded to us during our visit.
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Statements to the Steering Committee

First Meeting
Statement of Argentina

At the 1998 Plenary Meeting that took place in
Bolivia, a representative of the spinning indus-
try considered the subject of high volume in-
struments (HVI) utilization.

On account of opinions expressed by the Argen-
tine delegation, paragraph 7 was included in the
Statement of the 57th Plenary Meeting, which
states: “The Committee agreed to discuss at the
next plenary meeting in 1999 the use of high
volume instruments and other data for classify-
ing each bale of cotton, in order to allow for
determination of fiber characteristics.”

We are about to approve the proposed agenda
for this plenary and the aforesaid subject has
not been included in any plenary session.

Although in the Technical Seminar some con-
ferences have been included that probably will
deal with aspects of mechanical classification,
this is not only a technical problem, it is also a
problem that concerns spinners and producers,
affecting the determination of prices and the
transparency of the market. It is a problem that
must be given consideration by the delegations
in plenary session.

The delegation of Argentina does not understand
why this subject has not been included in a ple-
nary session, as it represents an advance that
benefits the producer and the spinner. The inter-
ests of both sectors are not only protected by
genetic improvement, but also the qualitative
needs of the fiber for the spinning industry are
met, and the cost of producing cotton is reduced
with the use of an additional system that deter-
mines in a mechanical way the quality and the
spinning characteristics of the fiber, so that each
member of the cotton chain receives what it re-
ally deserves for its effort and work.

I leave to your and the Steering Committee’s
judgment the addressing of this problem, insist-
ing that it is a subject of vital importance that
must be discussed in plenary session. I also re-
quest that a paragraph be included in the final
Statement pointing out that insofar as it is pos-
sible, according to the means and realities of
each country, it is convenient to advance in the
adoption of HVI and other data as the basis for
the marketing of the fiber.

The Argentine delegation also requests that this
statement be reproduced in the minutes of this
plenary, to give notice that this is a problem that
merits the consideration of the ICAC.

Second Meeting
Statement of the
United Kingdom

On behalf of the United Kingdom, I would like
to welcome the contribution being made by the
Private Sector Advisory Panel (PSAP) to the
work of the ICAC. I already stated on Monday’s
session on country reports that I believe the Panel
brings a “breath of fresh air”(perhaps an appro-
priate phrase, meeting as we are in Charleston)
to the deliberations and work of the Committee.

There has been a real danger, until at least a
couple or so of years ago, of the ICAC becom-
ing ossified, inward-looking and increasingly
irrelevant despite the excellent work it does in
the statistical economic review and research ar-
eas. So may I repeat, I welcome the Panel’s cre-
ation and potential for assisting the work of the
intergovernmental committee.

The Panel is full of ideas and my only worries
are that the ICAC’s slender resources are going
to become overstretched by the new workload it
is being invited to take on against a background,
may I say, where it is unlikely that we can look
to governments to increase significantly their
existing funding of the work of the Committee.
It will be essential, therefore, for the business
plan to be absolutely clear about the
prioritization of its work, and its newfound fu-
ture remits.

Against that background, I have the following
comments to offer from the UK:

1. That in exploring revenue raising opportuni-
ties, the Advisory Committee should give the
Secretariat as free a rein as possible in examin-
ing the options for the separate budgeting of pri-
vate sector derived monies. Against a back-
ground of the UK’s own privatization and mixed
public/private sector policy measures over the
past couple of decades or so, I would like to see
the options paper include an option whereby the
private sector monies are allocated separately
from the ICAC’s main budget and can be spent
on some joint Standing Committee/Panel agreed
basis. I note from what the Secretary General
said at the 443rd Standing Committee Meeting
on 27th of July, that such separation is not likely
to present special difficulties.

2. The UK welcomes the suggestions put for-
ward both on infrastructure projects that could
be suggested by the ICAC in seeking Common
Fund for Commodities (CFC) support, and on
an information/education project. On the CFC,

I recognize that ICAC membership differs from
government membership of the CFC, but the UK
is a member of the CFC and supports the practi-
cal and positive suggestions for infrastructure
projects. The UK is indeed already active in de-
veloping a project for assisting African cotton
growing countries to establish their own data-
bases on cotton properties, and then to help train
personnel involved in cotton production and
trade to gain further knowledge and skills in test-
ing and classification techniques, including HVI.

The UK wholeheartedly supports the education
program, which is entirely for institutions and
the private sector to pursue on the basis of the
needs of the cotton industry. The UK stands
ready to fully participate, in particular in the
trade practices arena, where we provide an an-
nual international seminar for middle manage-
ment, which focuses upon good and fair trading
practices.

I have to be honest and say that the most diffi-
cult area for the UK, and I suspect for other gov-
ernments, is the suggestion relating to the very
important area of environmental education. The
difficulties have already been rehearsed briefly
in discussions at the Standing Committee.

While recognizing the sensitivity of this subject
and the brief discussion that has already taken
place in the Standing Committee early this year,
the UK believes that the issue of GM cotton is
so important to the industry that it calls for early
action. The response from the Committee, there-
fore, should be to confront head on any chal-
lenge from the media and anti GM lobbyists.

This is probably best achieved through the es-
tablishment of a working group or panel of ex-
perts charged with identifying and promoting the
very positive benefits that will result from the
introduction of this type of plant. I therefore for-
mally wish to propose for inclusion in the State-
ment of the Plenary Meeting that the Secretariat
examine the mechanism for establishing such a
group that would be able to report back the re-
sults of its work—in a similar manner to that of
the PSAP—at an early date.

Statement of Australia
Australia has been a long-term supporter of the
Private Sector Advisory Panel (PSAP). The re-
port of the PSAP is most welcome. The panel
brings valuable input and a commercial focus,
which brings a real relevance to the ICAC in the
cotton trade.
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We perhaps underestimated the energy of the
Panel. Recognizing the limited resources of the
Secretariat, the proposals will need to be priori-
tized, perhaps by the Secretariat in consultation
with the Standing Committee and, desirably, with
input from the PSAP itself. A business plan is
an essential part of this process and could help
with financial management. In considering a
business plan, the focus must be on the key ele-
ments, that is, the outputs to be produced and
the inputs expended to produce them. We have
had a taste of it this week when Terry Townsend
and Paul Morris reported, not on how they did
things but what was achieved.

We shall not underestimate the workload in-
volved in the PSAP’s recommendations. Aus-
tralia can support the proposals but we do need
to focus on what ICAC can do and what is the
role of others. It should be noted that a number
of recommendations relating to education call
on the ICAC to work in consultation or collabo-
ration with others. We would suggest that an
effective role for ICAC could be to coordinate
or broker the delivery of these programs with
others working in this field or having expertise
and resources. ICAC would use the contacts and
influence of its members, for example appro-
priate experts and information available, for
seminars and research conferences.

We would like to comment in particular on one
recommendation, that of environmental educa-
tion. Many of the other areas of education rec-
ommended for support involve very clear com-
mercial benefits. Environmental education pro-
vides significant benefits to the broader com-
munity. Recognizing also that cotton’s market
share is dependent partly on the market percep-
tion of cotton as a sustainable and environmen-
tally responsibly produced product, we all have
an interest in all producers sharing information
to ensure cotton retains its reputation in this re-
gard. Cotton needs to be able to demonstrate that
its production is environmentally responsible and
that its use of GMOs takes account of environ-
mental risks and community concerns, and is
not just driven by an industry bottom line. We
recognize that this may involve work and, as sug-

gested by the UK, a special working group may
be the ensurer.

Before we move to that, Australia supports the
proposal of the UK that the Secretariat be asked
to report on appropriate and affordable mecha-
nisms for ICAC to be involved in this issue.

Environmental management and use of biotech-
nology are sensitive but very important issues
for the cotton industry. An appropriate involve-
ment of the ICAC in this area can contribute to
the cotton industry’s image and, through this, to
maintain or improve cotton’s share of the world
textile market.

Statement of Belgium
Belgium welcomes the new suggestions but be-
lieves that the nature of ICAC should not be
changed. ICAC is an intergovernmental body as
defined in Article I (a, b, c and d) of the Rules
and Regulations, and clearly distinct from the
private sector’s role, which should not compro-
mise or be seen to compromise the positions of
ICAC.

ICAC should not become an agent for the pro-
motion of private interests. Any additional rev-
enues outlined in the business plan should be
studied carefully so as not to change the inter-
governmental nature of ICAC, and should be
treated with sufficient safeguards to be compat-
ible with its mandate according to the Rules and
Regulations. Therefore, projects and percentage
commissions on business are not acceptable.

ICAC should be careful not to do any promo-
tion—by accepting projects and programs or
education and training, a position under the
umbrella of the ICAC—of a politically sensi-
tive issue which does not have the consensus of
member countries, like environmental impacts
of cotton and biotechnology. ICAC is not the
appropriate forum to formulate these positions
or to make evaluations of regulations of the Eu-
ropean Union or member states.

Belgium suggests that the Secretariat present a
strategic plan and a business plan to the Stand-

ing Committee to be presented to the Advisory
Committee at its next meeting.

Conclusions
• Prioritization should be made by the Stand-

ing Committee.

• Report on safeguards built in concerning
financial support by Secretariat to Stand-
ing Committee or Advisory Committee.

• Aim not to politicize the organization by
putting forward priorities not supported by
consensus of government members.

• Role of the Secretariat not to analyze rules
and regulations of European Union and
member states on, e.g., biotechnology,
chemicals and pesticides.

Statement of South Africa
Having been actively involved in the formation
of the Private Sector Advisory Panel (PSAP), I
should like to congratulate the Chairperson of
the PSAP and the Panel members for an excel-
lent job. We believe that the development of a
strategic plan followed by a business plan is most
necessary. An organization cannot have the same
strategic vision in 1999 as it had in 1939.

A government’s role, we believe, is to create an
environment within which the private sector can
operate effectively and efficiently. The propos-
als made by the PSAP are all in keeping with
this principle—training, education, informa-
tion—as far as we are concerned. Therefore, we
cannot understand the concerns of the delegate
from Belgium.

In particular, it would be most appropriate for
the ICAC to establish—through a well-reasoned,
scientific analysis—a position on genetically
modified organisms (GMOs). The ICAC should
be above political differences and base its deci-
sion on sound scientific principles.

We are excited by the partnership that is devel-
oping regarding the ICAC and the PSAP.

*****
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CULTIVATED AREA
Cotton planted area in 1998/99 reached approxi-
mately 751,000 hectares, 16% below the previ-
ous season.

Harvested area was 640,000 hectares, 26% be-
low 1997/98.

Around 96% 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. Trough a joint agreement with private
enterprises and coops, INTA has developed most
varieties used in Argentina.

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
4,000 ha were sown with this variety. In 1998/
99 Mycogin from USA also began promotion of
UCAL X 41, though in a limited scale.

Almost all area is still sown with INTA variet-
ies, of which Guazuncho 2 INTA covers 65% of
area, Porá INTA covers 25%, while Gringo
INTA, Chaco 520 INTA and Cacique INTA to-
gether cover 8%. In 1998/99 INTA began to de-
velop Oroblanco INTA, an okra leaf variety.

The table below summarizes technological char-
acteristics of most popular INTA varieties.

Through an agreement with Monsanto Co., INTA
began to develop transgenic cotton varieties. For

the crop year 2000/01, it is expected that Chaco
520 INTA will be available with the Bt gene,
becoming the first national transgenic variety.
Other varieties (Guazuncho 2 INTA, Porá INTA,
Gringo INTA, Cacique INTA and Oroblanco
INTA) will be available later.

MAIN TECHNOLOGICAL
CHARACTERISTICS OF
ARGENTINE COTTON

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

ber, with the 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
Argentinean cotton fiber.

The charts on the next page show this evolution
for 1964–1997.

Length went from values at or below 25 mm to
values close or higher than 28 mm. In early times,
resistance was lower than the average Presley
values (75-85,000 vs. 85-90,000 lb/sqr inch),
but 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 1998/99 is 200,000 tons. Raw cotton
yields are estimated at around 313 kilograms per
harvested hectare, 10% lower than the average
348 kilograms per hectare of 1997/98, 16%
lower than the 1996/97 average (378 kg/ha), and
29% lower than the 1995/96 average (440 kg/
ha).

COUNTRY REPORTS FROM MEMBER
GOVERNMENTS ON THE COTTON SITUATION

            Area and Production (Estimated on 09/30/99)

Provinces
Area Sown

(has)
Lost Area

(has)
Harvested

Area
(has)

Production
(tn)

Seedcotton
Yield
Kg/ha

Catamarca 3.000 -- 3.000 7.500 2.500
Córdoba 2.100 300 1.800 1.980 1.100
Corrientes 16.000 -- 16.000 19.200 1.200
Chaco 430.000 35.000 395.000 371.300 940
Entre Ríos 1.450 -- 1450 1.407 970
Formosa 30.000 10.500 19.500 17.550 900
La Rioja 350 -- 350 700 2.000
Jujuy 1.000 -- 1.000 2.000 2.000
Salta 28.500 2.200 24.985 27.484 1.100
Santa Fe 43.500 12.000 31.500 32.130 1.020
Sgo. Del Estero 195.000 51.000 145.000 132.920 920
Tucumán 30 30 0 0
Total 750.930 111.030 639.900 617.842 965*

              Source: DEA. (SAGPyA) Provisional data subject to adjustment
               *Seedcotton yield per hectare is equivalent to 313 kg/ha of raw cotton.

              Technological Characteristics of Most Popular INTA Varieties

Variety
Fiber Yield

kg/ha
Lint Yield

%
Length

mm
Resistance

g/tex
Micronaire

Index
Guazuncho 2
INTA

1148 40,6 30,2 27,8 4,7

Porá INTA 1135 38,8 31,2 24,9 4,6

Gringo INTA 1019 38,0 30,2 29,6 4,5

Chaco 520 INTA 1031 38,8 31,2 30,2 4,1

Cacique INTA 1185 40,2 29,5 27,5 4,7

Oroblanco INTA 1132 40,6 29,7 27,6 4,6

     Regional comparative trials for Argentinean INTA varieties - 1996/97 - 1997/98
     H.V.I. Quality Values calibrated with international HVI standards.
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1998/99 COTTON CROP
Raw cotton production from the crop harvested
in 1999 is estimated to be a new record 726,400
tons, 5 percent higher than 1998. The area
planted to cotton in 1998/99 was estimated at
552,000 hectares, an increase of around 29 per-
cent on the previous year. Average Australian
lint yield was around 1,316 kg per hectare.

Adequate water supplies and a predominantly
good season characterized 1998/99, however,
irrigation farmers in some areas experienced
some mid and late season problems from water-
logging after heavy rains. On the other hand,
generally mild conditions suited the raingrown
crops and results in most areas were above ex-
pectations. Around 73 percent of the crop was
irrigated and produced 85 percent of total pro-
duction. On a state basis, New South Wales pro-
duced around 70 percent of the crop with the
bulk of the remainder produced in Queensland.
Small experimental areas produced crops in
Western Australia and the Northern Territory.

2000 HARVEST FORECAST
Preliminary figures of the Australian Bureau of
Agricultural and Resource Economics (ABARE)
suggest plantings of around 454,000 hectares in
1999/00, with production around 680,000 tons.

EXPORTS
The Australian cotton growing industry is
heavily reliant on exports, with over 90 percent
of production sold on the world market. In cal-
endar year 1998, 618,007 tons of raw cotton,
valued at $A1,550 million, were exported. In
volume terms this represents an increase of
around 6 percent over calendar 1997 total ex-
ports, reflecting increased production from the
1998 crop.

Principal export markets in 1998 were Indone-
sia, Japan, Thailand and China.

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 its contribution to research and development
(see below). There is active competition amongst
ginners for seed cotton and amongst merchants
for raw cotton, 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 fashion parades, with the
most recent being Cotton Australia Limited and
Queensland Cotton Holdings Limited choosing
a fantasy theme to salute the coming millenium
and depict Australian cotton as “The Thread of
Life” at this year’s fashion parades at the Royal
Queensland Show.

Cotton Australia also opened the Cotton Store
in February 1999 with support from the country’s
1500 cotton farmers. The concept combines re-
tailing and education and is located at Sydney’s
Darling Harbour. The Cotton Store retails the
best of Australia’s cotton products including
fashion, homewares, paper, soaps and oils, with
the second floor dedicated to a curriculum-based
and multi-media education program on cotton.
All facets of the industry are covered, from grow-
ing, processing, manufacturing, marketing, spin-
ning and weaving to design.

GOOD NEIGHBOURS PROGRAM
On 18 December 1998, the cotton industry
launched the “Good Neighbours” program, de-
signed to encourage all cotton growers to adopt
Best Management Practices by the year 2001.
The program is designed to improve the long-
term environmental performance and commu-
nity relationships of Australia’s cotton industry,
and indicates the seriousness with which the in-
dustry views its environmental and community
responsibilities.

The Good Neighbours program also provides
one of the first integrated and holistic approaches
to the resolution of a complex agricultural–en-
vironmental management problem.  By adopt-
ing and promoting Best Management Practices
(the management of major cotton pests by natu-
ral manipulation of pest predator populations),
the cotton industry will be able to ensure that
each grower “lives the image” of a responsible
environmental and community citizen.

RESEARCH AND DEVELOPMENT
The Cotton Research and Development Corpo-
ration (CRDC) allocated a total expenditure of
$A10.5 million to its research and development
program in 1998/99. The research program con-

tinues to reflect the CRDC’s strong commitment
to the adoption of environmentally sound sus-
tainable farming practices and crop protection,
while reducing the industry’s reliance on tradi-
tional chemicals. The government does provide
assistance 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 CRDC takes a coordination role within the
industry to oversee research efforts and ensure
important areas of research are adequately cov-
ered, and to facilitate the extension of research
efforts to the industry.

The production objective continued as the larg-
est area of research being funded by the CRDC,
with the largest single area of funding being di-
rected to the goal of reducing pesticide usage.
Remaining funding under this objective was
spent on the investigation and evaluation of im-
proved management systems for soil and water
resources and the accelerated introduction of
Best Management Practices.

The CRDC believes that the widespread intro-
duction of transgenic cottons will be a major
factor in reducing the use of traditional pesti-
cides in the cotton industry. The Corporation
funds an annual survey on the performance of
transgenic cottons. While the surveys indicate a
variability in effectiveness in pesticide use re-
duction over the years, for 1998/99 transgenic
plantings needed an average 40 percent less
chemical per hectare than conventional cotton.

Other areas of research include funding to
achieve an identifiable improvement in the eco-
nomic and environmental welfare of regional
communities and production and marketing. The
CRDC continues to support specific research
directed to the preservation of fiber quality and
spinning characteristics of Australian cotton.

The Federal Government has approved the re-
newal of the Cooperative Research Centre
(CRC) for Sustainable Cotton Production for a
further seven years. The CRC plays a major role
in coordinating cotton research in Australia and
also in training new research and extension pro-
fessionals. The CRC is based at the Australian
Cotton Research Institute in Narrabri, NSW. It
has as its mission the development and delivery
of scientific and educational programs for the
sustainability of the Australian cotton industry
and the benefits that flow to the community.

YEAR 2000 PLENARY
Planning for the 59th Plenary Meeting is well
underway. The Organizing Committee intends
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C H A D

that the event showcases Australia’s state-of-the-
art cotton industry and includes more of a com-
mercial focus than previous plenary meetings.
It has also been decided to reduce the length of
the formal conference to 3-1/2 days to enable
time for sightseeing, and the technical and com-
mercial sessions will be spread throughout the
conference to break up the program.

A wide range of accommodation is available in
Cairns. Conference delegates will have the op-
portunity to take a number of sightseeing trips
including an orientation tour of the area, a full
day trip to either the Great Barrier Reef or
rainforest, and select from a variety of walk,
cruise and drive half-day-tours for their partners.

Some Queensland cotton growing regions are
accessible from Cairns via Rockhampton. The
South Queensland and New South Wales cotton
growing regions are within driving distance of
Brisbane (a two-hour flight from Cairns).
Sydney is a three-hour flight from Cairns. All
major Australian cotton processor and/or mer-
chant companies have offices in Sydney,
Brisbane or in the growing regions.

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

PRODUCTION
The domestic spinning industry consumed
around 37,727 tons of raw cotton in the 1998/
99 marketing year, down 7 percent on the previ-
ous year’s consumption. Australia produced
36,814 tons of cotton yarn in 1998/99, a decrease
of 0.2 percent on 1997/98. Cotton-woven fabric
production in 1998/99 totaled 55,824,000 square
meters, down 10 percent from 1997/98.

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 will come into effect on 1
July 2000, following the termination of the
TCF Import Credit Scheme on 30 June 2000,
which supports further investment and in-
novation in Australia’s TCF industries.

• The Expanded Overseas Assembly Provi-
sions Scheme (EOAP), which came into ef-
fect on 9 June 1999.

• A TCF Market Development Program with
funding of $A12.5 million over five years

to develop and implement firm based strat-
egies to increase export capabilities.

• A TCF Technology Development Fund
which provides $A10 million over five years
to encourage the development of new tech-
nologies.

• The National Framework for Excellence in
TCF Training will provide up to $10 mil-
lion for the establishment of world class edu-
cation and training infrastructure.

• The provision for duty free importation will
continue, however, anomalies in the exist-
ing TCF system and tariff concessions will
be examined.

COTTON PRODUCTION
Cotton is the backbone of Chad’s economy.

Two and one-half million (2,500,000) people
derive the bulk of their income either directly or
indirectly from cotton. Sixty-five percent (65%)
of Chad’s export earnings come from cotton.

These two figures amply demonstrate the im-
portance of cotton in the Chadian economy.

Output Over Last Three Years

Year Tons of Lint
1997/98 103,000
1998/99 67,000
1999/00 80,000

The decline in production in 1998/99 was largely
due to drought. The rains arrived very late, there-
fore, plantings were two months behind sched-
ule in comparison to other years, thus upsetting
the normal growing cycle of the cotton plant.

For the present crop year, current estimates may
need to be revised downward because of the rains
that fell throughout the cotton-growing region
during the entire month of October.

Two varieties of cotton are presently grown in
Chad:

• STAMF: This variety is grown on more than
95% of the total area planted to cotton. Its
main characteristics are:

Micronaire: 3.7 – 4.5
Length: 1 3/32 – 1 5/32
Tenacity: 20 – 23 GR/TEX
Very low nep rate
Absence of seed coat fragments
Grade: middling to good/middling

• A 51: This variety is grown on 5% of the
cultivated area. Its main characteristics are:

Length: 1-5/32–1-1/4; good technological
characteristics, superior to those of STAMF.
INE: good fineness

Virtually all of our output is intended for ex-
port, which raises the problem of our dependency
on the world market where competition is in-
tense.

Within such a context, the cotton provided must
be of irreproachable quality, free of contamina-

tion, and possess excellent technological char-
acteristics.

To this end, substantial efforts have been made
and will continue to be made in order to perma-
nently improve the quality of our cotton. The
most recent report of the International Textile
Manufacturers Federation places Chad among
the sources least contaminated by foreign mat-
ter and by seed coat fragments.

Today’s very low cotton prices pose very seri-
ous problems for our developing economies. In
Chad, the problem is not so much profits as sur-
vival itself.

CONCLUSION
What could Chad do? What can be done at the
international level to stimulate consumption and
reduce the enormous stockpiles? What promo-
tional activities need to be undertaken? How can
we effectively combat unfair commercial prac-
tices such as production and export subsidies
that introduce market distortions and cause
prices to fall even further?
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Production and Level of Productivity
The output volume for 1998/99 was character-
ized by a noticeable decline in comparison with
the output volume for the preceding season, with
a differential value of 112,000 tons despite the
fact that the decline in area under cultivation
between these two seasons was in the order of
only 70,000 feddans. This is attributable to the
propitious atmospheric conditions during the
former season at harvest.

Furthermore, the output volume for 1999/00 is
estimated at around 229,000 tons, an increase
of 3,000 over the preceding season, equivalent
to 1.3%. This increase is in spite of the decline
in the 1998/99 cultivated area by around 16%, a
fact that points to the success of the efforts made
to raise the level of productivity to a degree that
absorbs the decline in area.

In general, it is to be noted that the pricing policy
followed in 1998/99 and embodied in the tying
of purchase prices from producers to the prices
of sale for export, which were characterized by
a noticeable decline, was one of the reasons that
led some producers to abstain from cotton culti-
vation. In view of the decline in producers’ in-
come as a result of the foregoing, plus the de-
cline in return per feddan when compared to the
preceding two seasons—in which guarantee
prices were set that exceeded sale prices by large
differentials—the state bore the burden that
amounted to more than 2,000,000,000 pounds.

Local Consumption
The policy of local spinning and weaving facto-
ries in the context of privatization and economic
liberalization is to follow the various methods
of rationalization, with the object of lowering
the quantity of cotton used in the fulfillment of
their production plans.

A fluctuation of between 271,000 and 183,000
tons (4.6 and 3.6 million kantars) in the quan-
tity of Egyptian cottons consumed annually dur-
ing recent seasons is apparent from the table
presented here. This quantity is thought to be
sufficient to provide the production of cotton
yarn and textiles necessary to cover the needs of
local and world markets.

Egypt calls for and welcomes the entry of in-
vestors into the Egyptian industry, and has is-
sued laws to guarantee their rights and strives to
grant the appropriate investment privileges, es-
pecially in regard to administrative procedures,
tax exemptions and other benefits that have been
enacted and announced worldwide.

Exports
Commitments in the 1998/99 season witnessed
a clear increase reaching 111,000 tons versus
70,000 in the previous 1997/98 season, an in-
crease of around 41,000 tons, equivalent to ap-
proximately 38%.

Since these deals involved more than forty mar-
kets and came at a time when world markets for
spinning and weaving were marked by contrac-

Acreage of Egyptian Cotton By Variety 1993/94–1999/00 (Fed*)

Production of Egyptian Cotton Classified by Variety 1993/94–1999/00 (Ton*)

Statistical Situation and Predictions
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EGYPTIAN COTTON  EXPORTS BY COUNTRY OF DESTINATION 1993/94–1998/99 (TON)
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 EGYPTIAN COTTON  EXPORTS (ELS) BY COUNTRY OF DESTINATION 1993/94–1998/99 (TON)
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TABLE 7. EGYPTIAN COTTON  EXPORTS (LS) BY COUNTRY OF DESTINATION 1993/94–1998/99 (TON)
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• The expenditure of every possible effort in
order to eradicate contamination via vari-
ous channels including extension campaigns
using the different media, field visits, cot-
ton picking, and collection sites. Farmers are
urged to follow the correct procedures to
keep Egyptian cotton clean and pure, pack-
ing in jute sacks sewn with cotton thread,
and other methods likely to put an end to
contamination.

• The production of clean pure cotton has be-
come a worldwide orientation toward which
the majority of the main cotton-producing
countries strive. The use of pesticides and
chemical fertilizers has increased in recent
times to the extent that, concomitantly, cot-
ton has started to lose its profitability vis-a-
vis other field crops because of the rise in
prices of these chemicals, not to mention the
danger of environmental pollution as a re-
sult of its intensive use. This situation is re-
sulting in negative effects on society, chemi-
cal contamination of the cotton fiber, and
the consequent danger of certain allergic
reactions among women producers. The only
solution that may contribute to the allevia-
tion of the problem is an orientation towards
the production of organic cottons that are
considered environmentally friendly and are
produced without the use of chemicals.

In Egypt we have a number of farms, spe-
cialized in the production of this type of cot-
ton. One of the options available in Egypt
to control insects in the context of organic
cotton production is the use of the phero-
mone dispersal method to catch boll weevil
moths. It is to be noted that this method is
currently used on a wide scale in all cotton
production fields in Egypt. Indeed, the pro-
duction of cotton with the smallest possible
amount of chemicals, along with the devel-
opment of new varieties capable of with-
standing the most important diseases that
affect cotton, has become the main objec-
tive of Egyptian researchers in all the spe-
cialized research centers in Egypt.

GENERAL REMARKS

• Growing conditions were not favorable,
however, fiber and yarn quality of all vari-
eties are about the same as last year.

• Giza 75 is no longer grown commercially;
it was substituted by Giza 85, 86 and Giza
89. These new varieties are of higher yield
and better quality.

• Giza 90 (G83 x Dendera) is a new long-
staple variety intended to be grown in upper
Egypt, which has proved to have a shorter
growing season and higher yield.
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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 1998, the number of companies dropped
from 7,704 to 2,099 (a fall of 73%), and the in-
dustry shed more than three-quarters of its
workforce (881,200 to 208,059, i.e. a fall of
76%).

Despite this, the German textile and apparel in-
dustry, which is dominated by small and me-
dium-sized firms, remains a significant factor
in our economy. For example, it is the largest
consumer goods sector in Germany. With a turn-
over of DM 54.7 billion (1998), it accounts for
2.4% of the manufacturing sector. Several hun-
dred thousand jobs in other branches of indus-
try 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 31.8 bil-
lion (3.3% of total German manufacturing ex-
ports) and imported goods worth DM 54.9 bil-
lion (6.7% of total imports) in 1998. In the in-
ternational trade in textiles and apparel (exclud-
ing raw materials), Germany comes second on
imports and takes fourth place on exports.

While the availability of textile and apparel prod-
ucts on the German market (output + imports –
exports) rose by only 15.6% between 1970 (DM
50.6 billion) and 1998 (DM 58.5 billion), the
proportion of exports (share of exports in turn-
over) of Germany’s textile and apparel industry
grew from 13% to 57% in this period; however,
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 93.9%. In 1998, the import surplus
amounted to DM 23.1 billion.

The development of Germany’s apparel and tex-
tile industry has been characterized over the last
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 1998,
although, compared with 1997, there was a cer-
tain degree of recovery and a reversal in the
downward trend:

• Textiles: new orders + 0.7%, production un-
changed, turnover + 1.3%, employment -
2.3%, imports + 0.5%, exports + 3.8%.

• Apparel: new orders + 2.9%, production -
4.6%, turnover + 0.2%, employment - 6.3%,
imports - 1.1%, exports + 4.8%.

The main stimulus for cyclical recovery derives
from the encouraging development of exports.

Outlook
Although there are signs that the industry is turn-
ing the corner, the cyclical recovery is rather
hesitant and the unemployment remains at high
levels. Increasing real incomes and an antici-
pated overall economic growth of 2 to 3% in the
year 2000 suggest that there may be a substan-
tial increase in domestic demand in the coming
year.

However, foreign trade is developing positively.
A low level of interest rates, moderate price in-
creases and the successful introduction of the
euro have made the companies more competi-
tive and turned exports into the main driving
force for the economy.

In addition, the Uruguay Round of the GATT
has created the conditions for worldwide mar-
ket liberalization. This means that increased
export efforts can produce new sale opportuni-
ties for Germany’s textile and apparel industry,
in one of the world’s growing sectors.

TRENDS IN THE
COTTON INDUSTRY

Volume and Origin of Imports
Imports of raw cotton into Germany decreased
by 12.2% from 168,442 tons in 1997 to 147,923
tons in 1998. In terms of value, the decrease was
even 12.4%.

In EU terms, in 1997 Germany came in second
behind Italy (353.0 tons), followed by Portugal
(166.3 tons) and France (125.9 tons. Compa-
rable data for 1998 are not yet available.

Cotton imports in 1998 once again primarily
came from Central Asia—that region’s share of
total imports dropped considerably from 58%
in 1996 to 45.2% in 1997 and stabilized in 1998
at 47%. As in the past, Uzbekistan played a lead-
ing role: it accounted for 40.7% of imports
(1997: 40.8%) and thus took first place amongst
the suppliers.

Chad now comes second, accounting for 11.8%
of imports (1997: third place with 7.8%). It is
followed by Syria (6.7%), Sudan (5.8%), Zim-
babwe (4.3%), Greece (4.1%), Burkina Faso
(3.3%), the USA (2.8%), Kazakhstan (2.7%),
Israel (2.4%) and Mali (2.0%).

Compared with 1997, there was a particular in-
crease in imports from Chad, Syria, Burkina
Faso and Kazakhstan; at the same time, Sudan,
Greece, Tajikistan and Turkmenistan accounted
for far lower shares of imports.

Re-exports of Cotton
German re-exports of cotton fell sharply in 1998,
thus reflecting the unstable economic environ-
ment and uncertainties in the markets. The year-
on-year decrease amounted to 18.4% in terms

of volume (from 16,982 tons to 13,851 tons).

The main customers were again European Union
countries—54% of the re-exported quantities
(1997: 76%)—and East- European countries
with a share of 44% (1997: 23%). The main des-
tinations were Austria, the Czech Republic and
the Netherlands.

Import Prices of Cotton
The average price of all raw cotton imports to
Germany amounted to DM 2.78/kg in 1998,
unchanged compared to 1997. The cotton price
in 1998 (Cotlook A Index middling 1-3/32) fluc-
tuated between DM 2.86/kg at the beginning and
DM 2.07/kg at the end of the year, with an aver-
age price of DM 2.54/kg—16.4% below the
1997 average.

Cotton Textile Industry
In 1998, the encouraging momentum for cycli-
cal recovery from the preceding year was partly
lost. The still favorable exchange rate of the
deutschmark against the U.S. dollar and ster-
ling boosted the sales opportunities in 1998, so
that exports remained the driving force for all
processing stages (yarns to finished goods).
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○Figures for cotton yarn:

output - 4.2% to 130,468 t, imports + 4.2%
to 101,689 t, exports + 8.0% to 59,196 t.

The provision of yarn for the domestic mar-
ket thereby fell by 3.3% to 172,956 t.

The development of cotton fabrics was positive
as in the year before. Production rose by 3.2%
to 157,125 t. Exports decreased by 3.7% to
123,069 t and imports increased by 6.6% to
113,186 t. The amount of cotton fabrics for the
domestic market rose by 3.7% to 147,242 t.

The output of chemical fiber yarn decreased in
1998; the same applied to exports.

The trend for fabrics from chemical fiber moved
in the opposite direction in 1998: production rose
by 5.3% to 194,600 t, imports were up by 7.7%
to 125,260 t, and exports grew by 5.6% to
145,360 t. The availability of these products for
the domestic market therefore rose by 6.8% to
174,500 t.

Outlook
It looks likely that the textile industry will con-
tinue to be dominated by good foreign demand
and a consolidation in domestic demand. The
enormous pressure from the high proportion of
imports on the cotton textiles market will con-
tinue. The development of yarn prices remains
unsatisfactory (with the exception of ring spun
yarn). Also, there are still uncertainties about
cotton prices on a U.S. cents and a DM basis.
However, there are hopes of an improved busi-
ness situation in the years to come.

In this context, reliable international trade agree-
ments and contracts are of particular importance.
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1. Sales trend 1) 2)
1997 1998 change

percent
Sales by total industry 2,186,204 2,247,099 2.8
Sales by textile industry 31,695 32,055 1.1
Sales by apparel industry 22,529 22,608 0.4

2. Production 3) and Foreign Trade 3) in Man-Made Fibers and Filaments 4)
1997 1998 change

percent
Cellulosic staple fibers and filaments
            Output 196,619 210,400 7.0
(plus)    Imports 61,442 69,190 12.6
(minus) Exports 125,710 113,139 10.0
            Domestic supply 132,351 166,451 25.8
Synthetic staple fibers and filaments
            Output 837,408 841,600 0.5
(plus)    Imports 211,029 183,150 13.2
(minus) Exports 529,525 476,572 10.0
            Domestic supply 518,912 548,178 5.6
3. Production 3) and Foreign Trade 3) in Yarns 4)

1997 1998 change
percent

Cotton yarns
            Output 136,119 130,468 4.3
(plus)    Imports 97,618 101,684 4
(minus) Exports 54,795 59,196 8
            Domestic supply 178,942 172,956 3.5
Yarns of synthetic or cellulosic
staple fibers and filaments
Output 641,833 617,222 3.8
(plus)    Total  Imports 216,162 241,110 11.5
(minus) Total  Exports 519,719 451,544 13.1
            Domestic supply 338,276 406,788 20.3
4. Production 3) and Foreign Trade in Fabrics 4)

1997 1998 change
percent

Cotton fabrics
            Output 152,231 157,125 3.2
(plus)    Imports 106,196 113,186 6.6
(minus) Exports 127,814 123,069 3.7
            Domestic supply 130,613 147,242 11.3
Chemical Fiber
Fabrics 5/**
            Output 184,740 194,600 5.1
(plus)    Imports 116,260 125,260 7.2
(minus) Exports 137,680 145,360 5.3
            Domestic supply 163,320 174,500 6.5
Chemical Fiber
Apparel 5/**
            Output 17,800 18,600 4.4
(plus)    Imports 183,810 193,680 5.1
(minus) Exports 38,180 39,400 3.1
            Domestic supply 163,430 172,880 5.5
Notes :
1) Excl. VAT (net)
2) Results obtained for the output by f irms w ith 20 employees and over
3) For reasons of  secrecy and because certain items are estimated, there may be slight
    dif ferences f rom the actual quantity
4) Special def inition for ICAC reporting
5/ Include blends of  50% or more chemical f ibers by w eight. Chemical f ibers include both cellulosic and
    noncellulosic f ibers. For yarn, include production in the spinning industry only.

Metric Tons

Metric Tons

Statistical Data on the ICAC 1998 Statement as Compared with 1997
Federal Republic of Germany

Million DM

Metric Tons
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Country of Origin             Quantity                 Value                      Share (quantity) Change 
Quantity

                   (Metric Tons)                  (Million DM)                    (percent) (percent)
1998 1997 1998 1997 1998 1997

Uzbekistan 60,186 68,737 163.4 188.2 40.7 40.8 -12.4
Sudan 8,639 17,805 20.0 40.5 5.8 10.6 -51.5
Tschad 17,510 13,176 50.0 36.9 11.8 7.8 32.9
Greece 6,109 10,804 15.0 26.5 4.1 6.4 -43.5
Zimbabwe 6,297 8,124 20.3 27.4 4.3 4.8 -22.5
Syria 9,921 5,856 26.1 4.5 6.7 3.5 69.4
USA 4,080 4,089 17.3 16.1 2.8 2.4 -0.2
Israel 3,539 3,997 11.6 15.2 2.4 2.4 -11.5
Tajikistan 1,201 3,008 2.8 7.9 0.8 1.8 -60.1
Turkmenia 1,570 2,884 4.0 8.0 1.1 1.7 -45.6
India 759 2,622 1.6 6.7 0.5 1.6 -71.1
Turkey 2,752 2,577 7.1 7.0 1.9 1.5 6.8
Mali 2,983 2,183 8.5 6.4 2.0 1.3 36.7
United Kingdom _ 2068 5.1 _ 1.2 _

Cent. African Republic 240 1,829 0.7 5.9 0.2 1.1 -86.9
Burkina Faso 4,892 1,649 14.0 5.1 3.3 1 196.7
Iran 387 1,648 1.0 4.5 0.3 1 -76.5
France _ 1,450 _ 4.0 _ 0.9 _

Afghanistan _ 1,356 _ 3.3 _ 0.8 _

Austria _ 1,244 _ 3.0 _ 0.7 _

Egypt 1,619 1,215 6.5 4.7 1.1 0.7 33.3
Kazakhstan 4,044 1,170 9.8 3.3 2.7 0.7 245.6
Belgium/Luxembourgh
Togo 170 761 0.5 2.3 0.1 0.5 -77.7
Hungary 109 720 0.3 2.3 0.1 0.4 -84.9
Nigeria _ 705 _ 1.8 _ 0.4 _

Uganda _ 651 _ 2.3 _ 0.4 _

Mexico 307 537 1.1 1.7 0.2 0.3 -42.8
Benin 1,877 487 5.3 1.5 1.3 0.3 285.4
Italy _ 438 _ 1.5 _ 0.3 _

Latvia 1,201 432 3.4 1.2 0.8 0.3 178.0
Mozambique _ 376 _ 1.1 _ 0.2 _

Kirghizstan _ 346 _ 0.8 _ 0.2 _

Spain 412 318 1.2 0.7 0.3 0.2 29.6
Argentina 2,525 281 6.0 0.8 1.7 0.2 798.6
Cameroon 319 280 0.9 0.7 0.2 0.2 13.9
Switzerland _ 216 _ 0.6 _ 0.1 _

Slovakia 47 214 0.2 0.7 0.0 0.1 -78.0
Poland _ 187 _ 0.5 _ 0.1 _

Senegal 386 159 1.2 0.4 0.3 0.1 142.8
South Africa _ 152 _ 0.5 _ 0.1 _

Côte d’Ivoire 641 139 1.9 0.4 0.4 0.1 361.2
Netherlands _ 139 _ 0.4 _ 0.1 _

Czech. Republic 525 117 1.5 0.4 0.4 0.1 348.7
Peru 40 100 0.2 0.6 0.0 0.1 -60.0
Ukraine _ 70 _ 0.2 _ 0 _

Arab. Emirates _ 53 _ 0.2 _ 0 _

Guinea 189 49 0.5 0.1 0.1 0 285.7
Azerbaijan _ 46 _ 0.1 _ 0 _

Lithuania _ 45 _ 0.1 _ 0 _

New Zealand _ 22 _ 0.1 _ 0 _

Slovenia _ 22 _ 0.1 _ 0 _

Russia 957 22 2.9 0 0.6 0 4250.0
Gambia 398 _ 1.2 _ 0.3 _ _

Guinea-Bissau 180 _ 0.6 _ 0.1 _ _

Australia 273 41 0.8 n.a. 0.2 _ 565.9
Other Countries 639 83 1.8 1.8 0.2 0.1 669.9
Total 147,923 168,442 411.2 469.2 100 100 -12.2

Imports of Raw Cotton in 1998 and 1997 into the Federal Republic of Germany
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G R E E C E
COTTON SITUATION AND OUTLOOK

OVERVIEW
Cotton planted area in 1999 totaled 426,500
hectares and production is expected to be about
390,000 tons of lint.

In 1998, the cotton crop totaled 1,182,000 tons
of seedcotton (387,000 tons of cotton lint,
1,694,688 bales). Harvested area reached
417,300 hectares and yields averaged 2,830 kgs.
of seedcotton per harvested hectare.

Mill use of cotton in 1999 is projected at 125,000
tons, the same as in 1998. In the same period,
Greek raw cotton exports were approximately
230,000 tons, slightly higher than the quantity
exported in the 1997/98 period (187,000 tons).

ACREAGE AND PRODUCTION
1999 production of cotton lint is expected to be
about 390,000 tons. Planted area in 1999 totaled
426,500 hectares, nearly 10,000 hectares over
the previous year (Table 1, Fig. 1).

VARIETIES USED
The percentage of Greek varieties used in the
1998 crop reached 22.3% of total area.

The Hellenic variety Zeta 2, mostly planted in
Central and Southern Greece, is a Verticillium
resistant variety, which occupied about 6.7% of
the total cotton-cultivated area of the country
(5.5% less than last year). The other Greek vari-
eties mainly cultivated in 1998 were Eva (5.7%),
Corina (5.5%) and Sindos 80 (2.1%). These three
varieties covered a total of 4.2% of the 1997/98
cultivated area. Eva and Sindos 80, due to their
earliness, were mainly grown in Northern Greece
(Macedonia, Thrace) while Corina was grown

in all areas. All of them have very good fiber
properties. The main foreign varieties cultivated
in Greece in 1998 were Acala SJ2 (covering
19.1% of total area), Bravo (10.6%), Corona
(10.1%), Vulcano (9.0%) and Aria (8.1%). In
1998, the total number of cultivated varieties and
their dispersion over the country increased. Fi-
nal data about varieties cultivated in 1999 are

not available yet, but no important changes are
expected.

SUPPLY AND STOCKS

Domestic Consumption and Trade.
Based on early-season projections of supply and
use, cotton-ending stocks on September 1st 1999

Table 1. Cotton-planted area, seedcotton production and yield for a
10-year period in Greece.

YEAR AREA (ha)
SEEDCOTTON

(,000 metric tons)
YIELD

(kg seedcotton/ha)

1989 280,000 821 2,960

1990 268,000 654 2,470

1991 233,000 650 2,400

1992 333,400 756 2,370

1993 355,770 990 2,750

1994 382,600 1,185 3,070

1995 444,400 1,356 3,050

1996 427,500 962 2,250

1997 391,103 1,092 2,792

1998 417,300 1,182 2,830

1999* 426,500

* Provisional data.

Table 2. Lint cotton production, supply and distribution in Greece, for a 10-year period, as of
September 1st of each year (in ,000 metric tons).

YEAR PRODUCTION CONSUMPTION IMPORTS EXPORTS

1989/90 267 160 39 84
1990/91 210 150 17 86
1991/92 207 145 26 74
1992/93 250 140 15 120
1993/94 310 135 12 175
1994/95 385 130 10 265
1995/96 440 132 9 275
1996/97 300 130 9 195
1997/98* 348 125 6 187
1998/99** 385 125 6 230

*Temporary data, ** Forecast
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Figure 1: Seedcotton yield in a ten year period, in Greece
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were estimated at 82,000 tons. 1999 total use
was estimated at 125,000 tons, same as in 1998.
Table 2 and Figure 2 show the cotton produc-
tion/consumption evolution in a 10-year period.

Greece exports the remainder of the cotton not
used by domestic mills. Exports of raw cotton in
1997/98 totaled 187,000 tons, while in 1998/99
this amount tends to increase to about 230,000
tons. An overall view of cotton trade of the last
years (Table 2, Fig. 3) shows that exports repre-
sent a high portion of cotton production (60%),
whereas imports represent merely a 4,8% of the
cotton consumed.

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 two years).

QUALITY

Color Grade
30 and 31 white grades were the predominant
color grades of Greek cotton classed from the
1998/99 crop and accounted for 18.55% and
26.80% of total classings, respectively. Color
grade 31 was predominant in 1997/98 and made
up 21.92% of the classings.

All white color grades accounted for 56.47% in
the 1998 crop, down from 57.47% in 1997. Light
spotted color grades comprised 30.48% of
classings compared with 30.66% in 1997.

Staple Length
The predominant staple length was 28mm, mak-
ing up 97.21% of classings for the 1998/99 sea-
son compared to 94.72% of classings for the
1997/98 season.

Micronaire
The average mike index of cotton classed from
the 1998/99 crop was 4.1, therefore higher than
in 1997 (3.6). Cotton micronaire index ranging
3.5 through 4.9 comprised 96.46% of classings
in the 1998/99 season.

Quality Control
Standardization of cotton bales in lots by vari-
ety, for uniform fiber characteristics, is applied
by many ginneries in the country.

The Hellenic Cotton Board classifies the total
crop bale by bale. The last seven years its labo-
ratories have been equipped with HVI and it is
expected that all  bales in the next few years will
have a HVI certificate.

Organic Cotton
Biological cultivation of cotton started in Greece
some years ago and is expected to expand in the
years to come. The area planted to organic cot-
ton in 1998 was nearly 4,000 hectares, with a
yield per harvested hectare of 2,000 kg

seedcotton. The area projected for 1999 is about
3,500 hectares. Foreign buyers have expressed
strong interest in buying such a product and all
current production is absorbed mainly by the
European market.

Research
The Institute of Cotton and Industrial Plants, the
Hellenic Cotton Board and other institutes and
universities are performing cotton research in
Greece. Current research projects concern
breeding and variety improvement, plant nutri-
tion and fertilization, drip irrigation, physiol-
ogy, growth regulation, ecology, cultural prac-
tices, crop protection, fiber and textile technol-
ogy and oilseed technology. The main research

projects of the Hellenic Cotton Board in 1999
concern:

1. Evaluation of newly produced Greek vari-
eties

2. Comparative evaluation of Greek and im-
ported varieties

3. Effect of whitefly on sugar accumulation
in cotton fiber

4. Composting from ginning wastes and bio-
assays of the organic material produced

5. Organic cotton

6. Growth regulators

7. Fertilization by drip-irrigation (fertigation)

PRODUCTION/CONSUMPTION 
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Production and Availability
Production
Production of cotton in India is spread over three
zones, i.e. the Northern Zone comprising of the
states of Punjab, Haryana and Rajasthan; the
Central Zone comprising of Maharashtra,
Madhya Pradesh and Gujarat; and the Southern
Zone comprising of Andhra Pradesh, Karnataka
and Tamil Nadu. These nine major cotton pro-
ducing states account for almost 99% of cotton
production in the country. The share of the North-
ern Zone in the country’s total cotton produc-
tion, which was around 25% in the past, has
dropped to about 16–17% in recent years, while
that of the Central Zone, which was between
45% to 50% in the past, now constitutes about
57-58% There is no significant change in the
share of the Southern Zone, which continues to
account for 25-26% of total production.
Availability
The production of cotton during 1998/99  (Oc-
tober-September) has been lower at 2.77 mil-
lion MT (16.30 million bales) due to the factors
mentioned earlier. With the carry-over stock of
0.51 million metric tones (3.0 million bales)
from the previous year and estimated imports of
0.14 million MT (0.80 million bales), the total
availability of cotton during 1998/99 was placed
at 3.42 million MT (20.10 million bales of 170
kg each).

CONSUMPTION
Mill consumption of cotton (both organized and
small-scale spinning units) was estimated to be
lower at 2.58 million MT (15.15 million bales)
in 1998/99 compared to 2.69 million MT (15.83
million bales) during 1996/97, a decline of 4.3%,
though it was marginally higher compared to
1997/98.

Non-mill consumption of cotton in 1998/99 is
estimated at 0.15 million MT (0.90 million
bales), also being lower than the 0.16 million
MT (0.92 million bales) in 1997/98. Thus, total
consumption of cotton during 1998/99 has been
estimated at 2.73 million MT (16.05 million
bales) against 2.70 million MT (15.90 million
bales) in 1997/98.

Exports
Exports of cotton from India are allowed accord-
ing to the long-term export policy of the Gov-
ernment of India. The main objective of the
policy is to strike a balance between the inter-
ests of cotton growers, on one hand, and the
domestic user textile mill industry and decen-
tralized handloom and powerloom weavers on
the other. Another aim of the country’s cotton
export policy is to ensure India’s continued pres-
ence in the intentional market. Since domestic
prices were mostly higher than the international
market, there was hardly any export of cotton
during 1998/99 (October-September).

Imports
Cotton imports are currently under open gen-
eral license and hence, no import license is re-
quired. However, cotton imports are subject to
a nominal customs duty of around 5.5%. Thus,
textile mills in the country are at liberty to im-
port unlimited quantities of cotton of any vari-
ety and from any country of their choice. Cot-
ton imports in 1998/99 (October-September) had
been estimated higher at 0.14 million MT (0.80
million bales), compared to 0.07 million MT
(0.41 million bales) during 1997/98. The rea-
sons for higher imports were lower international
prices compared to domestic cotton prices and
supply gaps in specific quality/staple groups.

The actual quantity of exports and imports of
cotton during the last three years are given in
the table below.

PRICE TREND

Raw Cotton Prices
During 1998/99 (October-September), the finan-
cial position of most of the textile mills remained
quite adverse and as a result, mill cotton demand
was quite slow. Further, with the availability of
domestic cotton at higher prices and slow offtake
of yarn, many mills were reluctant to build cot-
ton inventory for the lean season. The prevail-
ing seedcotton prices at the beginning of the sea-
son were slightly higher compared to the corre-
sponding period last year. However, from Janu-
ary 1999, prices started showing a declining
trend and were ruling lower in most of the vari-
eties than at the corresponding period last year.

Lint Cotton Prices
Lint cotton prices were also higher in most of
the varieties at the beginning of 1998/99 com-
pared to those of the previous year. However,
from January 1999 onwards, prices started de-
clining and were lower in most of the varieties
thereafter. The month-wise lint cotton prices are
given in the table on the next page.

The wholesale Price Index for Raw Cotton,
which was 352.7 in September 1997, was placed
at 370.4 in September 1998.

PROCESSING
With the liberalization of the Indian economy
and globalization of trade, India is now striving
to become one of the leading players in the in-
ternational textile market. Since India’s textile
economy is still cotton dominated, processing
of cotton with least contamination with a view
to supplying quality cotton to textile mills, par-
ticularly to quality conscious mills, assumes
great significance. Thus, the existing ginning and
pressing factories are being motivated to im-
prove their infrastructure to meet the demand
for quality. The government also insists that cot-
ton meant for export must conform to quality
norms laid down by the Bureau of Indian Stan-
dards (BIS). In this regard, the government had
already taken steps for the improvement of the
BIS norms of 1987, in respect of quality param-
eters such as trash content, moisture regain, mass
(weight), baling/pressing and marking, etc. This
has encouraged agencies involved in the export
of cotton to take special measures to effectively
tackle cotton contamination and packing of bales
as per revised specifications laid down. In order
to meet mill quality and overseas buyers’ require-
ments, the Cotton Corporation of India (CCI),
the government agency for cotton marketing, has
already devised a suitable package of financial
incentives for quality processing by ginners to
meet the extra cost incurred by the ginning and
pressing factories.

CCI is also making special efforts to process
cotton with least contamination to meet mill
quality demands. CCI has already tied up ar-
rangements with many of the ginning factories
in most of the cotton growing states to achieve
this objective. Other organizations like the East
India Cotton Association (EICA), the
Ahmedabad Textile Industry’s Research Asso-
ciation (AIIRA), the Indian Cotton Mills Fed-
eration (ICMF), etc. are also involved in these
efforts.

IXTH PLAN PR0JECTION
The Working Group on Textiles and Jute Indus-
try for the IXth-5-year plan has estimated that
consumption of cotton by the end of the year
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2001/02, i.e., the terminal year of the 9th Plan,
would be about 3.10 million metric tons, equiva-
lent to 18.20 million bales. According to the
Technology Mission on Cotton being launched
by the government in 1999, cotton production
by the end of 2002/03 is estimated at 3.53 mil-
lion MT or (20.75 million bales). Thus, India
can hope to have sufficient exportable surplus
of cotton even after meeting the requirements of
the fast growing domestic textile industry.

FUTURES TRADING
The Government of India, being aware of the
needs of ginners, cotton merchants and the tex-
tile industry, has revived the futures trading in
cotton that was discontinued in 1966, and has
named The East India Cotton Association,
Mumbai, a recognized premier cotton trade as-
sociation, as the agency for conducting futures
trading operations in cotton on an all-India ba-
sis. Traders have started participating in futures
trading operations. It is expected that with the
stabilization of the market, consumers and pro-
ducers cooperatives will also participate in sub-
stantial numbers. Though the overall volume of
business transacted so far has not been very high,
it is hoped that in the future the volume of such

operations will increase along with participa-
tion.

STEPS TO IMPROVE
COTTON DEVELOPMENT

Having realized that there is considerable scope
in all the states to increase cotton production
and productivity, central government institutes
like the Indian Council of Agricultural Research
(ICAR), state agricultural universities, state de-
partments of agriculture, state seed corporations,
etc., have introduced cotton development and
research programs in the past. Furthermore, the
government’s Central Institute for Cotton Re-
search (CICR), Nagpur, is engaged in research
related to cotton production and productivity,
while the Central Institute for Research on Cot-
ton Technology (CIRCOT), Mumbai, is conduct-
ing research on cotton fiber and processing.
Research is also being conducted by state agri-
culture universities and other research stations
under the All India Coordinated Cotton Improve-
ment Project (AICCIP).

To supplement the efforts of these institutes, the
CCI has funded a number of research and de-
velopment projects undertaken by some of the

state agricultural universities/research institu-
tions.

• Intensive Cotton Development Program
(ICDP)

Launched by the Government of India as a
centrally sponsored scheme, the ICDP was de-
signed for achieving self sufficiency in raw
cotton production and to do away with im-
ports through emphasis on raising productiv-
ity by improved farm practices and advanced
production technology. The program covers
the major cotton growing districts of the coun-
try and involves production and distribution
of breeder and certified seeds, demonstration
of proven technologies, training, etc. The pro-
gram is now intended to cover all the cotton
growing districts.

• New Technologies

New technologies in the form of high yield-
ing varieties and hybrids, location-specific ag-
ronomic practices, and plant protection prac-
tices to maximize yield from high yielding
varieties and hybrids have been developed by
research institutions and state agriculture uni-
versities coming under the umbrella of the
Indian Council of Agriculture Research
(ICAR) of the Ministry of Agriculture.

• Certified Seed Production Program

With about 9 million hectares under cotton
cultivation in India, it is estimated that the
country requires 810,000 quintals of quality
seed on 100% seed replacement rate (SRR).
The Seed Development Department of the
Ministry of Agriculture is responsible for
monitoring the production of breeder, foun-
dation and certified seed production of all
crops, including cotton. The National Seed
Corporation, state seed corporations, central/
state farms in the public sector and seed com-
panies in the private sector are responsible
for producing certified cotton seed.

Availability of certified seeds has been a prob-
lem that is being addressed, so that a maxi-
mum area could be covered by quality seeds
of early maturing, high yielding and pest re-
sistant varieties.

To increase the supply of certified seeds, The
Cotton Corporation of India (CCI) has been
supporting the state seed corporations in the
production of certified seeds, in addition to
their own certified seed production program.

• Varietal Improvement

To improve seed production, the government
recognizes that there is a need to reduce the
number of varieties under cultivation in the
country, and is taking the necessary steps for
the registration of varieties released by the
private sector as well as denotification of in-
significant varieties.
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• Plant Protection Technology

Adoption of plant protection technology de-
veloped for improved yield is hampered at
times due to various reasons, particularly re-
source constraints among cotton farmers in
rainfed states. The setback in cotton produc-
tion in 1997/98 has been attributed mainly to
adverse climatic conditions, damage to crop
by pests particularly the American bollworm,
etc. Farmers’ sole dependence on pesticides
aggravates the problem due to development
of resistance, wrong/excessive application,
wrong choice of pesticides, etc.

The state agricultural universities are sup-
ported by the CCI in laying out large “On-
Farm Integrated Pest Management” demon-
strations in all the cotton growing states. Such
demonstrations conducted during 1997/98
resulted in improvement in yield with reduced
cost of production. The Cotton Corporation
of India is supplementing the efforts of the
state agricultural universities.

• Distribution of Inputs

Quality seeds, fertilizers and pesticides go a
long way in improving the productivity of
cotton. Quality seed and pesticides are not
always available at farmers’ doorsteps. The
Cotton Corporation of India started the dis-
tribution of quality seeds and pesticides in
1995/96 for the benefit of farmers.

• Promotion of Cotton Cultivation in Non-tra-
ditional Areas

In addition to encouraging the productivity
of cotton in traditional cotton growing re-
gions, it is fruitful to locate new areas of cot-
ton cultivation. The Cotton Corporation of
India has, therefore, decided to promote cot-
ton in non-traditional areas such as Orissa and
rice fallow tracts in West Bengal, in Eastern
India; the Jammu division of Jammu and
Kashmir state in North India; and rice fal-
lows in Tamil Nadu in South India. Encour-
aging results have been achieved in the states
of Orissa, West Bengal and Tamil Nadu.

• Technology Transfer

The Ministry of Agriculture supports the State
Agricultural Extension Program through the
Intensive Cotton Development Program
(ICDP) launched in 1971. As mentioned be-
fore, the program covers the major cotton

growing districts of the country for transfer
of technology from research farms to the field,
and involves production and distribution of
breeder and certified seeds, demonstration of
proven technologies, training, etc.

• Village Adoption Program

An independent scheme launched by the Cot-
ton Corporation of India from 1995/96 known
as the Village Adoption Program has been un-
dertaken in different cotton growing states
with the primary objective of avoiding seed
intermixing of different varieties, with a view
to maintaining the purity of seeds on the prin-
ciple of “one village–one variety” concept.
The program has helped in making growers
aware of the value of good seeds, good qual-
ity pesticides and adoption of the latest meth-
ods of cotton production and technology. The
Corporation supplied seeds to cotton farmers
of adopted villages at the subsidized rate of
50% for traditional varieties and 25% for
hybrids.

Technology Mission
The Government of India is already aware of
the problems related to cotton: lower produc-
tion, productivity and quality, and has decided
to launch a Technology Mission on Cotton
(TMC) starting in 1999, with four mini-mis-
sions, to bring the entire gamut of cotton related
issues, viz. Research, Development, Marketing
and Processing, under one fold. The mission will
initially operate for five years. The necessary
fund allocations for all four mini-missions have
also been made. The objectives of the four mini-
missions, in brief, are:

• Mini–Mission I
To deal with research by gearing up both re-
search and extension activities to improve the
varietal profile and cotton productivity/yield
per hectare.

• Mini–Mission II
To raise productivity per hectare of cotton.

• Mini–Mission III
To improve the market infrastructure of cot-
ton by achieving the existing market yards
and setting up new markets in different cot-
ton growing states to ensure improved mar-
keting services and a remunerative price to
producers. Based on deliberations with state
governments and others, markets have been

identified for improvement/activation.

• Mini–Mission IV
To improve seed cotton processing through
modernization and upgradation of existing
ginning and pressing units. Ideal machines
and components needed in ginning and press-
ing factories have been identified and exist-
ing factories will be taken up for upgradation.

Technology Upgradation Fund (TUF)
The Government of India has recently launched
a five-year Technology Upgradation Fund (TUF)
scheme for the textile and jute industries that
became operative in 1 April 1999. The scheme
will cater to modernization efforts through tech-
nology upgradation of various sectors of the tex-
tile industry, including the cotton ginning and
pressing sector.

The scheme aims at providing finance at 5%
lower rates of interest to match international in-
terest rates to facilitate technology upgradation
in the textile industry at large to global levels, in
order to offset the adverse impacts of years of
neglect and high costs of capital.

COTTON OUTLOOK
FOR 1999/00

With good monsoon and favorable climatic con-
ditions, the cotton crop prospects for 1999/00
(October-September) appear good. According to
present indications, during the year 1999/00 the
area under cotton cultivation is likely to decline
a little in the North, comprising the states of
Punjab, Haryana and Rajasthan, due to steep fall
in production during the last two years. Simi-
larly, area is likely to come down marginally in
some parts of Gujarat, Andhra Pradesh and
Karnataka due to delayed rains at the time of
sowing. Area is, however, likely to increase in
Maharashtra and Madhya Pradesh. Overall area
under cotton cultivation during 1999/00 is, how-
ever, likely to be lower by about 5% compared
to 1998/99.

Cotton sowings have, by and large, been com-
pleted in the cotton growing states except some
sowings of short staple cotton in Gujarat and
Kamataka, and summer crop sowings in Tamil
Nadu. Though it is difficult to project cotton
production figures for 1999/00 at this early stage,
considering the good monsoon and other favor-
able factors, India’s crop in 1999/00 is expected
to reach the record levels of 1996/97 of 3 mil-
lion tons.

J A PA N
GENERAL SITUATION OF THE

JAPANESE ECONOMY
The Japanese economy was shadowed by anxi-
ety about the Japanese financial system, which
became evident especially in the latter half of

the previous year at the strengthening trend of
recession. The Government of Japan invested
public funds in the amount of 123 trillion yens
or 25% of Japanese GDP for the purpose of re-
covering the financial system and stimulating

the economy. But private sector consumption and
investments in plants and equipment were still
sluggish and the production index of the mining
and manufacturing industries (1995 = 100) was
98.7, a 7.3 points decrease from the previous
year.
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As a result, the Japanese economic growth rate
in 1998 showed a decrease of 2.8% in real terms
that marked the first minus growth in 25 years
since 1974, right after the first oil shock.

JAPANESE SPINNING
INDUSTRY IN 1998

Number of Spindles
In 1998, the Japanese spinning industry was se-
verely affected by recession. The number of cot-
ton-type spindles installed in Japan continuously
decreased to 3.68 million at the end of 1998,
about a 5% decrease from the previous year. This
downward trend continued and the number of
spindles at the end of May 1999 was 3.5 mil-
lion, the same level as that of immediately after
World War II.

Supply and Demand
of Cotton Products

On the supply side, production of spun yarns in
1998 decreased by about 5% to 173 thousand
tons and production of cotton made-up goods
decreased by 8% to 840 million square meters.

Imports of cotton yarn, cotton made-up goods
and cotton piece goods showed a decrease of
2.3%, 15% and 4% respectively. As a result,
imports of cotton products as a whole decreased
by 11% to 610 thousand tons.

On the other hand, domestic demand of cotton
products in 1998 was very much affected by the
minus economic growth and, furthermore, by the
highest level of unemployment since after World
War II and a continuously changeable weather.
Thus, all clothing expenses per household in
1998 showed a decrease of 6.8% and the de-
mand for textile products decreased by 11.4%.
Domestic demand for cotton products showed a
further decrease of 10.0% from the previous
year.

Exports of cotton made-up goods and cotton
piece goods decreased but cotton yarn showed a
huge increase because of the depreciation of the
yen. As a result, in 1998 exports of cotton prod-
ucts decreased slightly.

Market Trend on Cotton Products
Due to the above-mentioned situation regarding
supply and demand, stocks of cotton products
were reduced to 698 thousand bales at the end
of 1998, a decrease of 5.7% from the previous
period in 1997.

Raw Cotton Imports
and Consumption

Raw Cotton Imports

As a reflection of the scaledown of the domes-
tic spinning industry and the strengthening of
the preference for cotton products in final con-

Table 1.  Imports, Consumption and Stocks of Raw Cotton

               Source: Ministry of Finance; Ministry of International Trade and Industry

Table 2.  Imports of Raw Cotton by Country of Origin

               Source: Ministry of Finance
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               Source:  Ministry of International Trade and Industry

Table 3.  Consumption of Raw Materials for Spinning

Table 4.  Production of Yarn

               Source:  Ministry of International Trade and Industry

able weather and the weakening of price com-
petitiveness, while exports of Australian raw cot-
ton increased drastically because of fine quality
due to a good harvest and relative price advan-
tage. As a result, the USA’s share in total Japa-
nese imports was 47%, the same level of 1998,
while Australia’s share expanded from 31% in
1997 to 38% in 1998.

Imports from all the other main cotton producer
countries decreased from the previous year ex-
cept for Syrian raw cotton, one of the few ex-
portable cottons for coarse count yarn, which
have been decreasing worldwide; this situation
seems to have appreciated it and induced the in-
crease of imports from Syria.

With regard to extra-long staple cotton, imports
from Egypt in 1998 were 6 thousand tons, a 34%
increase from the previous year due to the re-
view of export prices and the shortage of fine
quality U.S. Pima cotton. On the other hand,
imports from Sudan remained at the same level
as the previous year and imports from Peru de-
creased by 87%.

Raw Cotton Consumption

Raw cotton consumption in 1998 declined by
2% to 300 thousand tons. Raw cotton stocks at
the end of 1998 were 61 thousand tons, an in-
crease of 11% from 55 thousand tons at the end
of 1997.

Consumption of Raw Materials for
the Spinning Industry

With regard to Japanese consumption of raw
materials in the spinning industry in 1998, total
consumption, which is the aggregation of raw
cotton, cotton wastes, rayon staple fiber, syn-
thetic fiber and reused wool, decreased by 13%
to 415 thousand tons.

On the other hand, the share by material in total
consumption changed the share of raw cotton in
total consumption, which increased for the first
time in the long run by 50.2%, to exceed 50%.
Rayon and synthetic fibers showed a decrease
of 9.8% and 35.5%, respectively.

OUTLOOK OF COTTON
CONSUMPTION AND IMPORTS

The Japanese spinning industry has almost com-
pleted their restructuring program for the 1990s.
However, under the severe economic circum-
stances, the industry has been forced to carry
out further adjustments of their production ca-
pacity during 1999.

Accordingly, consumption of raw cotton in 1999
is expected to show a further decrease of about
8% to 276 thousand tons from the previous year,
and imports of raw cotton in 1999 will be re-
duced by about 7% to 282 thousand tons.

sumption, imports of raw cotton in 1998 in-
creased by 3.4% to 303 thousand tons.

Looking at raw cotton imports to Japan by coun-
try of origin, imports from the USA, the largest
exporter to Japan, showed a slight increase of

2% to 142 thousand tons, while imports from
Australia, the second largest exporter to Japan,
showed a huge increase of 27.1% to 115 thou-
sand tons. This was caused by the fact that U.S.
raw cotton was lacking in quality due to change-
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R E P U B L I C  O F  K O R E A

ECONOMIC SITUATION
Korea underwent sweeping changes in 1998 with
the IMF-prescribed reform program. Explosively
high interest rates in the first half of the year led
an enormous number of enterprises to bankruptcy;
as a consequence, there was a record unemploy-
ment rate of 6.8%. The GDP growth rate in 1998
was minus 5.8%, the first negative figure in eigh-
teen years. The export volume decreased for the
first time in forty years.

The Korean government launched a reform drive
to restore international confidence in Korea by
overhauling the nation’s financial and corporate
sectors. Many of the legal and psychological bar-
riers to foreign investment have disappeared,
thanks to the government’s persistent pursuit of
deregulation aimed at drawing badly needed for-

eign capital. These and other economic re-
forms have drawn positive responses from the
international community and helped the Ko-

rean economy regain stability just one year af-
ter it was battered by a serious foreign exchange
crisis.

As a result, international confidence in Korea
has steadily improved and the nation drew a
record $8.9 billion in foreign investment in 1998.
Interest rates went down significantly in the sec-
ond half of the year. Korea also recorded an al-
most $41 billion trade surplus and foreign ex-
change reserves topped $50 billion.

COTTON TEXTILE INDUSTRY
The Korean cotton textile industry, which has
experienced difficulties caused by sluggish eco-
nomic conditions since 1988, was severely hit
due to the financial crisis. The number of
spindles at the end of 1998 was 2,210,892, a
2.8% decrease from the end of 1997. The figure
for looms was 3,158, a 24.8% decrease from
the previous year. The continued scrapping of
old facilities accounted for this decline.

The annual average operation ratio of spindles
and looms in 1998 was lowered to 81.8 percent
and 47.5 percent respectively (88.4 % and 48.8%
in 1997).

Production
The number of production workers at the end of
1998 was 14,914, a 7.6% decrease from the pre-
vious year.

Economic recession in Korea lowered spun yarn
production to 232,320 tons in 1998, a 7.0 per-
cent decrease compared with 1997. The figure
for cotton fabrics went down to 210 million
square meters, a 25.7 % decrease.

Imports
The volume of cotton imports in 1998 was
302,514 tons, a 3.3% decrease from the previ-
ous year, while its value declined 10.3% to
US$522 million because of stable cotton prices.

The value of short staple yarn and fabric im-
ports declined 25.29% and 39.0% to US$492
million and US$514 million.
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Exports

The value of short staple yarn and fabric exports
decreased both 12.2% to US$303 million and
2,890 million.

CONCLUSION

Recently, the Korean economy seems to be re-
covering in various sectors. Economic growth
rate is expected to reach over 8 percent. The Ko-
rean cotton textile industry is also recovering
this year. Spun yarn production for the first eight
months of 1999 increased 11.9% because of an
increase in domestic demand, compared with the
same period the preceding year. However, the
value of cotton yarn exports from January
through August this year remained the same as
in 1998 at the same period, while imports of
cotton yarn increased 105%.

M A L I
Cotton is the farm crop that leads the way for
the development of food crops. It is our main
export and thus the country’s primary source of
foreign currency. In addition, it has a consider-
able effect on the entire national economy, par-
ticularly the agroprocessing industry (oil, live-
stock feed), the textile industry and handicrafts,
and the tertiary sector (trade, banks, transporta-
tion and other services).

RESULTS OF THE 1998/99 CROP
After the record harvest of 523,000 tons of
seedcotton (218,000 tons of lint) in 1997/98, the
1998/99 crop suffered from unfavorable
agroclimatic and economic conditions.

Climate
Mali is a Sahelian country. Cotton is grown in
the South, where rainfall is relatively abundant.
However, it is the rains of late May through the
end of June that determine, along with other fac-
tors, the success of the harvest.

The most productive plantings stretch from May
20 to July 20. If there happens to be a drought
during this period, the harvest is inevitably af-
fected. This was unfortunately the case last year,
when only 70% of the plantings were done, ver-
sus 85% the previous year. However, despite the
vagaries of the weather, the know-how of farm-
ers and the perseverance of the CMDT outreach
program allowed us nearly to match the preced-
ing harvest, with 518,000 tons of seedcotton
(217,000 tons of lint).

OUTLOOK FOR 1999/2000
Climatic conditions and the international eco-
nomic environment remain unfavorable for cot-
ton production. Estimates for the 1999/00 har-
vest are slightly lower (510,000 tons of
seedcotton) than the 1998/99 harvest. However,
the growth potential for cotton production in
Mali will remain very high and promising if
burdensome external constraints are resolved.

COTTON: AN OPPORTUNITY
FOR MALI

CMDT today represents both the epicenter and
the matrix of sustainable development within its
area of operations. The key words are integra-
tion and sustainable development.

The company’s strength is based on the notion
of an industry comprising the Government of
Mali (GOM), CMDT and farmers. This concept
of the cotton industry protects the interests of
all its members. The performance contract be-
tween GOM-CMDT and farmers defines the
roles and prerogatives of each.

The Government of Mali has given CMDT two
main missions: a public service mission related
to the development of its area of operations, with
financing drawn from the national budget, and
an integrated development mission funded
through receipts from the sale of seedcotton and
lint. The latter mission involves two primary
functions: the industrial and commercial func-
tion, and the function of developing activities
related to cotton production systems.

These basic missions reflect CMDT’s impor-
tance to the national economy and its critical
role in improving the living conditions of cot-
ton and food crop producers.

Breakdown of Areas
under Cultivation

The breakdown of crops is dominated by cere-
als, which occupy three-quarters of all cultivated
areas within the South Mali region. Despite the
increasing importance of cotton in recent years,
the cotton crop occupies no more than one-quar-
ter of the total cultivated area (24% in 1996/
97). Yet it is clear that cotton is the engine for
farming activities. Malian farmers in the cot-
ton-growing region have achieved a balance
between food and cash crops. This methodol-
ogy translates into harmonious farm develop-
ment.

CMDT’s area of operations covers 151,050
square kilometers and includes the entire Third
Administrative Region, as well as portions of
the Fourth, Second and First Administrative Re-
gions of Mali.

The population of this area is estimated at 2.1
million, 96% of whom are farmers. CMDT pro-
vides outreach to 170,690 farms located in 5,400
villages and hamlets.

The results obtained in recent years and, in par-
ticular, the constant efforts to improve perfor-
mance have made for a successful model of de-
velopment. For the 1997/98 crop, CMDT
achieved an output of 522,000 tons of
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seedcotton, which makes Mali the premier pro-
ducer of cotton in Sub-Saharan Africa.

Crop 1996/97 1997/98
(tons) (tons)

Cowpeas 37,271 44,345
Hibiscus 1,038 652
Sesame 630 640
Sugar peas - 4,533
Fonio - 8,944
Millet/sorghum 547,670 581,628
Maize 305,240 392,799

Development of Other Crops within
CMDT’s Area of Operations

Mali produces cotton of top quality that
is highly respected by cotton mills world-
wide.

The comprehensive approach to outreach
and the professionalism of the cotton
growers explain the industry’s current
record of success.

Malian cotton is grown in rotation with
other crops in order to improve the crop-
ping pattern and maintain the productive
potential of the soil.

The CMDT area of operations has become
the foremost livestock-raising region of
Mali, with more than 1,500,000 cattle.

The farming system is based on animal

traction (a plow pulled by a pair of oxen).

The company places particular emphasis on pro-
tecting livestock and improving the breed
through artificial insemination.

To facilitate transport of seed cotton, CMDT
maintains existing roads and opens new roads
within its area of operations.

The company employs 2,300 permanent work-
ers, as well as some 2,800 seasonal workers who
are hired to help with marketing, ginning and
transport.

The company provides a wealth of experience
to Mali in terms of general and integrated de-
velopment, reflecting in all aspects of the eco-
nomic and social life of the local population.

P H I L I P P I N E S

The Government of the Philippines believes that
with its great potential cotton is a good crop for
the Filipino farmers and thus continues to de-
velop the local cotton industry. In doing so, it
has lately established the Cotton Development
Administration (CODA), a strong institutional
mechanism which is a merger of the Philippine
Cotton Corporation and the Cotton Research and
Development Institute, two separate government
agencies formerly working on the cotton indus-
try. CODA is mandated as the new cotton devel-
opment authority; it undertakes extension ser-
vices, research, industry support services and
regulatory functions.

CODA has formulated the Agrikulturang
MakaMASA Cotton (AM Cotton) Program, a
medium term program that has been made part
of the Philippine Agricultural Development Plan.
The program seeks to attain a degree of self-
sufficiency to partially address the demand of
the local textile industry for cotton as raw mate-
rial, and to provide farmers with a means to earn
additional income by growing cotton as a cash
crop. The program has the cotton-growing farm-
ers and their cooperatives as the primary ben-
eficiaries and participants. They are being as-
sisted in acquiring skills and expertise in man-
aging their cooperatives, as well as in maximiz-
ing cotton yields.

Implementation of the Agrikulturang
MakaMASA Cotton Program started in 1998/
99. Production area was 3,688 hectares, 83%
more than that of the preceding crop year. Aver-
age yield attained was 680 kg. seedcotton per
hectare. Low yields were due to the debilitating
effect of excessive rains of the La Niña phenom-
enon and pest damages. Total equivalent lint
produced was 950 tons, enough to supply only
1.67% of the local textile mills’ estimated de-
mand in 1999.

This crop year, the target planted area is 7,000
hectares, approximately twice that of last year.
Sowing has started with about 600 hectares al-
ready planted in the southern part of the coun-
try. Up north, planting will be done between
October to early December. Yields are projected
to supply about 5.5% of the local textile mills’
estimated demand for year 2000.

Looking back, cotton was a promising crop at
the onset of commercial production in the late
1970s until the early 1990s. Though there were
fluctuations in area planted due to credit prob-
lems and low seedcotton price, a record high of
35,280 hectares was reached in 1991/92. Since
then, production area continued to decline reach-
ing as low as 2,000 hectares in 1996/97 and
1997/98. A persistent decline in seedcotton

prices remained the primary reason why farm-
ers backed-off from growing cotton. Other rea-
sons were lack of financing and low yield. Most
farmers who want to plant cotton do not qualify
for bank financing due to unpaid loans from pre-
vious cropping seasons. Poor adoption of cot-
ton production technology resulted in low yields.
With the continuing decline in cotton produc-
tion in the country, domestic cotton supplied only
about 7.7% of the total lint supply during the
period 1989-1998. During this period, the Phil-
ippines imported about 57,500 tons of cotton
annually from various countries costing about
US$92.26 million or P2.5 billion.

A sharp decline in the importation of cotton was
experienced in 1998 when the Asian countries
including the Philippines faced a currency cri-
sis, which started in mid-1997 and continued
throughout 1998. The Philippine peso devalua-
tion was immense, making importing cotton very
expensive. It is a practice that cotton imports
are procured through forward contracts so cot-
ton deliveries in 1998 were negotiated in 1997.
Low imports forced local textile mills to
downsize their level of operations. Cotton con-
sumption in 1998 was only 45.54 thousand tons
down from a high of 93.9 thousand tons in 1992
and 84.0 thousand tons in 1996.

P O L A N D
MARKET SITUATION IN POLAND

The first three-quarters of 1999, like the whole
1998, is considered to have been adverse for the
cotton industry in Poland, After several years of
relatively stable imports and consumption of

cotton in Poland, a considerable decrease took
place.

Data obtained from Polish cotton mills and trad-
ing companies show that by the end of 1998,
lint cotton processing in Poland declined by

17%. Preliminary estimates indicate that it will
fall another 10% this year.

The drop in cotton processing hit hard the large
spinning mills in Poland. Smaller integrated
mills that produce not only yarn but also ready-
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made goods (e.g. fabrics, bed-linens, towels,
etc.) were generally less affected, as their prod-
ucts sell quite well on domestic and foreign
markets.

There are 30 cotton mills in Poland processing
raw cotton, 15 of them accounting for 85% of
the country’s total cotton consumption. The vol-
ume of consumption in individual companies
ranges from 1.5 to 12 thousand tons, annually.

One factor, which strongly affected the sector,
was the economic recession on a number of im-
portant world markets. Although the negative
impact of the recent crises on the condition of
the industry is now weaker, it still exists. The
Polish cotton processing industry has lost a sig-
nificant part of the Eastern European market,
specifically in Russia, Belarus and Ukraine. At
the same time, there has been an increased flow
of low-priced Asian products. The cotton-pro-
cessing sector is determined to reverse this trend
by improving productivity.

Ownership transformation is in progress and
most of the former state-owned cotton process-
ing plants are scheduled for privatization. As
more capital input is considered essential to meet
the goal, new domestic or foreign strategic in-
vestors may be needed to help the companies
complete the task.

The situation looks different as far as trading
companies are concerned. One hundred per cent
of them are private, some of them acting as agen-
cies for large Western corporations as well.

The current extremely low cotton prices may
suggest that the market situation is advantageous
for importing countries such as Poland. Never-
theless, some of the potential advantages have
been lost in part by the increasing U.S. dollar
exchange rate against the zloty. The weak eco-
nomic condition of cotton processing mills does
not allow them to benefit from this situation,
either.

GCA SHARE
The Government of Poland pays keen attention
to the matters of sanctity of contracts, fair rules
of trading and promotion of merchants’ ethics.

One of the organizations active in the promo-
tion of these values is the Gdynia Cotton Asso-
ciation (GCA), the institution that for many years
has effectively assisted the government in its
contacts with the ICAC. Fulfilling its statutory
task, the GCA has undertaken the initiative of
establishing a strong textile lobby in Poland.
Such a lobby, while backing proper and effec-
tive policy towards the industry, could contrib-
ute to the improvement of production and pro-
cessing of cotton, both on the domestic market
and internationally. We feel that cooperation with
other European lobbying organizations could be
productive, and hope it can be started soon.

S O U T H  A F R I C A
EXECUTIVE SUMMARY

Production of cotton lint by RSA and Swaziland
ginners totaled 42,381 tons for the 1998/99 mar-
keting year (1 April to 31 March), up 36% from
that of the previous year, whilst cotton lint con-
sumption by RSA and Swaziland spinning mills
decreased by about 17% over that of the previ-
ous year, to 69,463 tons. For the first time since
1991/92, significant quantities of cotton lint have
been exported, 11,113 tons in total, the most yet.

For the 1999/00 marketing year, production of
cotton lint by RSA and Swaziland ginners is
expected to be about 52,000 tons, 23% up from
the previous season, mainly due to a 57% in-
crease in irrigation hectares. No increase in cot-
ton lint consumption is forecast and as in previ-
ous years, more or less 50% of spinners’ cotton
requirements will be imported. Exports are ex-
pected to follow the trend of the previous year
with about a third of the local production being
exported.

Looking ahead towards production prospects for
the 2000/01 marketing season, early indications
are that a decrease in cotton production is a

possibility, mainly due to the depressed interna-
tional cotton price situation.

A free trade agreement between countries within
the Southern African Development Community
(SADC) has recently been negotiated and South
Africa is committed to phase out its tariff on
cotton in equal installments in five years.

Following the compulsory dissolution of the
South African Cotton Board in January 1998,
all role players in the cotton industry decided to
form a non-profit seeking company, namely
Cotton SA in order to continue with functions
considered to be essential by the industry. Con-
sequently, the cotton marketing arrangements
administered by the former Cotton Board up to
the end of 1997 have lapsed and the marketing
of cotton now takes place in a total free market
environment without any statutory intervention.

As far as the local textile and clothing sector is
concerned, turnover for the first semester of 1999
was 8.2 % lower than the corresponding period
in 1998, mainly due to the effects of the Asian
financial crisis, which saw low cost imports
hurting domestic sales. It is expected however

that the local industry, which is becoming more
export-oriented by concentrating on specialized
products for niche markets, will again experi-
ence growth towards the end of this year and
into the next year.

Table 1 shows area planted and yields since
1988, whilst Table 2 reflects the supply and de-
mand position as well as lint prices since 1988.

OVERVIEW: 1998/99
MARKETING YEAR

Production
Production of cotton lint by RSA and Swaziland
ginners totaled 42,381 tons for the 1998/99 mar-
keting year (1 April to 31 March), up 36% from
that of the previous year.

The RSA cotton crop showed an increase of
about 43% over that of the previous season,
mainly due to a 28% increase in irrigation hect-
ares as well as improved irrigation and dryland
yields of 24% and 44% respectively, over those
of the previous season.
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                                                                 TABLE 3
               CULTIVAR PERFORMANCE: 1998/99 MARKETING YEAR
                                       MICRONAIRE RANGE: 3.50 - 4.90

   STAPLE

32nds (inches)
Cultivar 32/33 34 35 36 37 38

Sicala / VI

Tetra

HS 44

DP 90

Acala OR/3

Alba/Acala

Acala 1517/88

                                         MICRONAIRE RANGE 3.50 - 4.90
                                                                  FIBRE TENACITY

         HVI STRENGTH – GRAMS PER TEX
Cultivar 24 25 26 27 28 29

Sicala / VI

Tetra

HS 44

DP 90

Acala OR/3

Alba/Acala

Acala 1517/88

                                                          TABLE 4

GRADE BREAKDOWN (COLOUR)
USDA STANDARDS (WHITE) SA EQUIVALENT %

Good Middling Deal 36,0

Strict Middling Dirk 23,0

Middling Doly 25,0

Strict Low Middling Duns 12,0

Low Middling LFY 3,0

Good Ordinary BSG (*) 1,0

Below Good Ordinary Undergrade -

* BSG - Below Standard Grade
(excluding Swaziland)

New Developments

• The South African cotton farmers are ex-
cited about the introduction of the new
transgenic cotton cultivars carrying the boll-
worm resistant Bollgard-gene, namely
NuCotn 35B and NuCotn 37B. According

to the latest reports, these new cultivars are
doing well with regard to yield and quality.

• Research and development of varieties con-
taining the Roundup Ready and stacked
Bollgard/Roundup Ready genes are also
looking very promising. However, commer-

cialization of this technology is dependent
on registration by the government.

• To enhance the marketability of the South
African produced cotton crop, the number
of cultivars in certain cotton producing ar-
eas has already been scaled down with re-
gard to the forthcoming 2000/01 market-
ing year.

LOCAL TEXTILE AND
CLOTHING SECTOR

The effect of the Asian financial crisis on the
South African textile industry has not been as
severe as in other economies, and most of it was
felt in terms of pressure on exports of commod-
ity products and a drop in import prices of yarns
and fabrics. However, in volume terms, no ma-
jor surge was experienced. Value of factory sales
as well as the value of retail sales for textiles
increased in 1997 but showed a decline in 1998,
while imports showed a continuously increas-
ing trend.

The textile industry’s turnover for the first se-
mester of 1999 was R2.8 million, 8.2 % lower
than the corresponding period in 1998. The vol-
ume of the production index for textiles for the
first four months of 1999 decreased by 11.7 %
compared to the same period in 1998. The areas
that are encountering the most difficult chal-
lenges in world markets are those producing
commodity type products, which are competing
directly with the East. It is expected that the in-
dustry will again experience growth towards the
end of this year and into the next year.

During 1998 a total of R4.3 billion in textiles
were imported, 6.3 % higher than the figure for
1997. Total imports of textiles for the first quar-
ter of 1999 decreased by 19% compared to the
same period in 1998. The reasons for the de-
clining trend could be the unfavorable exchange
rate of the rand against the U.S. dollar, built-up
stocks and a decline in demand due to lower

consumer spending. It is expected
that imports will increase during
the remainder of the year, specifi-
cally from our Southern African
Development Community (SADC)
neighbors, who are expected to
grow as a source of imports and
replace other imports, as the free
trade area is implemented in Janu-
ary 2000. The RSA/EU trade
agreement is expected to lead to
greater trade between these two
trading partners.

The local industry is becoming
more export-oriented. Total exports
of textiles decreased by 3.4% from
1997 to 1998 and amounted to R2.4
billion. The total value of exports
of textiles during the first quarter
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of 1999 increased by 8.3% compared to the first
quarter of 1998. The textile industry’s main
growth potential area lies in the development of
specialized products for niche markets. These
areas are technical textiles, high tech specialist
yarn and fabrics, and special design fabrics and
household linen. The SADC countries provide

opportunity for growth of exports for the textile
industry, to add further value and export finished
downstream products out of the region. SADC’s
main strength is in natural fibers while South
Africa offers a strong synthetic fiber industry
as well; thus a two-way flow of textiles is en-
visaged.

The textile industry will not necessarily be able
to assist in creating additional jobs, but is likely
to shed a few jobs as companies restructure and
upgrade their technology. The average annual
employment in the textile industry decreased
from 82,200 in 1994 to 71,200 in 1998.

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 total area is
suitable for crop or pastoral production, but only
a small fraction of this land is under intensive
use. The economy is heavily dependent on oil
exports of agricultural products especially cot-
ton, gum Arabic, livestock and other. The coun-
try has proven potential resources in minerals
and petroleum, and the first oil consignment for
export was celebrated in August 1999.

Sudan’s Agricultural Sector
The agricultural sector dominates the economy.
It provides the livelihood of over 80% of the
population and, according to the most recent sta-
tistics, accounts for about 40% of GNP, 95% of
exports, and a big share of inputs for the
country’s industries.

Cotton Sub-Sector
More than three hundred thousand families in
the Sudan depend on cotton for their livelihood.
Several other thousands are engaged in cotton
related activities.

Cotton proceeds constitute a large share of the
country’s foreign currency earnings.

Production in 1998/99
Total output in 1998/99 ended at the disappoint-
ing level of 241,629 bales (46,000 tons), lower
than the 322,000 bales (64,000 tons) forecasted
early in the season. Adverse weather conditions
explain most of this drop in production. Many
areas in the irrigated zones suffered torrential
rains, which flooded sizable areas in Gezira and
Rahad. Nature was not the sole culprit. Although
financing was under control at the beginning of
the season, there were some delays in deliveries
at picking time, resulting in considerable loss in
yield.

Government Measures to Improve
Efficiency of Cotton Sector

The declining output of raw cotton together with
the fall of intake of local mills awakened an ac-

tive government concern. The Council of Min-
isters adopted a three-year Relief Program to
alleviate the difficulties encountered in cotton
production and consumption. The program was
put into immediate effect this season; its main
elements are:

• Rehabilitation of the existing infrastructure
in the irrigated cotton sector.

• Rehabilitation of the major government-
owned textile mills.

• Authorization from the Central Bank to fi-
nance cash purchases for the season’s agri-
cultural input requirements instead of the
former practice of purchase against deferred
payment entailing high finance costs.

• In a separate step the government invited a
technical World Bank mission to review and
recommend on best ways to raise the effi-
ciency of policies and strategies in the irri-
gated cotton sector. A reconnaissance mis-
sion has already visited the Sudan and ex-
plored the possible avenues for the
mission’s work, and an Aide-Memoire was
issued. The actual work of the mission will
start the third week of November 1999.

OUTLOOK FOR 1999/2000

Area and Varieties
The main target established for this season is to
recover area and production to levels compa-
rable to those of 1997/98 as starting point. The
long-term target is to recover to levels of the
eighties. Total sown area this season is 505,000
feddans (one feddan = 1.038 acre) compared to
278,000 feddans harvested area in 1998/99 and
421,000 in 1997/98. Area allotted to the ELS
variety Barakat is 117,000 feddans (in Gezira
and Tokar), compared to 71,000 feddans har-
vested in the 1998/99 season (an increase of
65%). Area sown with medium type (Acala) is
331,000 feddans, 85% more than last year’s fig-
ure. Estimated rainfed area for 1999/00 is 57,000
feddans, but this estimation is tentative and the
final productive area figure may end up being
lower and match last year’s area of 28,000
feddans.

Crop Establishment
Crop progress so far is quite reassuring. Irrigated
areas benefited from the government’s aforemen-
tioned 3-year Relief Program. Major irrigation
canals have been thoroughly desilted, the land
had excellent preparation and finance was avail-
able to start according to research recommended
timeliness. Most of the major irrigated areas had
a good rainfall with fairly reasonable distribu-
tion. The only discouraging factor is the sub-
dued international demand for cotton with the
subsequent lower prices, which can hardly cover
the basic production costs. Farmers already ex-
pressed bitter feeling towards the low profits
realized in the previous season. If these low price
levels persist up to picking time, the adverse ef-
fect on farmer’s enthusiasm will be inevitable.

Ginneries
Maintenance of ginning facilities is an impor-
tant part of the Relief Program. Moreover, a sec-
ond saw ginning factory will be installed with a
planned building date of October 1999.

Exports and Local Consumption
Exports in 1998 totaled 374,000 bales, 9.7%
lower than in the preceding year. Exports for
1999 totaled 122,000 bales up to August 1999.

Local consumption in 1998 was 49,000 bales,
29% lower than 1997’s consumption. The men-
tioned consumption level is the lowest since
1990. This persistent decline in consumption
prompted government intervention. The textile
industry assumed a considerable involvement in
the Relief Plan. Three government-owned mills
will receive the necessary financial resources for
rehabilitation.

Marketing Policy
The main pillars of our marketing policy have
remained intact for the last 13 years and incor-
porate 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 sales contracts in accordance with
international professional standards.
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• Continuity of a regular supply of cotton with
varieties and qualities which best suit spin-
ners requirements.

Research and Development Program
Cotton research at the Agricultural Research

Corporation (ARC) is targeting three main ob-
jectives:

• Increased productivity
• Lower cost
• Elimination/reduction of stickiness

ARC’s Cotton Research Program (CRP) is seri-
ously considering addressing these three con-
straints as major issues to enhance the competi-
tiveness of Sudanese cotton in the new
millenium.
New Varieties
The CRP addresses research problems relating
to technology and fiber processing, together with
variety development to extend the current range
of types offered as required by the Sudan Cot-
ton Company, which is financing the program.
A good number of new varieties were released
in the latter half of the decade. The first two were
Acala (93) H and Acala (93) M, out for five years
now. Both were productivity releases resistant
to sucking insects (jassids) and high yielding,
and were intended to establish themselves in the
market as new varieties with a different balance
of fiber characters distinct from Barac (67)B,
the current leading Sudan Acala. The third vari-
ety was Barakat (S), the new commercial name
given to the formerly announced promising line
GS (84)3, This is a quality release, longer, stron-
ger and finer than Barakat and Barakat 90, the
dominant extrafine count cotton varieties of the
country.

S-Pima is an alternative extrafine count culti-
var, which may be presented for release in the
coming few years. It is another top quality cul-
tivar excelling Barakat varieties in length,
strength and fineness, with early crop and high
yield.

Hundreds of lines are emerging from crossing
and selection programs of individual research-
ers in the very active CRP, and the promising
ones are being evaluated. Many of them already
are part of multilocation testing trials.
Other New Technologies
Other new technologies in the form of agro-
chemical applications and location-specific field
management practices are continuously being
developed and released for adoption by farmers
in the various cotton production areas of the
country.
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Variety Maintenance and Quality Seed
Production
Due emphasis is put on variety maintenance,
which is one of the concerns receiving highest
priority.

Cottonseed multiplication and certification is
reconsidered. The CRP organized an intensive
training course on this subject. The trainees were
seed production staff from the various cotton
growing corporations.
Stickiness
Stickiness (the nightmare of cotton production
research in the Sudan) is receiving much atten-
tion and a major research project is ongoing for
the third year now. The Common Fund for Com-
modities supports this project, with the Sudan
Cotton Company (PEA) and the International
Cotton Advisory Committee collaborating in fi-
nancing and technical follow-up. The Cotton Re-
search Program of ARC (Sudan) and the Cotton
Program of CIRAD CA (France) are conducting
the research.

The main objectives of the project are:

1. The development of a methodology to sepa-
rate sticky and non-sticky cottons, to be marketed
separately.

2. The development of ways and means to spin
sticky cotton without problems.

3. The dissemination of the results and findings
to ICAC member countries.

Objective 1 relates to giving recommendations
on the way to classify the Sudan crop according
to stickiness. To achieve this objective it was nec-
essary to sample the production and analyze the
samples using the Sticky Cotton Thermodetector
(SCT).



COUNTRY REPORTS                                                                                                                                                               85

On the basis of the data collected, it was neces-
sary to find a statistical probability distribution
for the stickiness measurements, estimate its pa-
rameters and use that distribution to calculate
confidence intervals. This would give indications

of the precision of the measurements as a func-
tion of the number of samples per bale and sticki-
ness per sample. This would make the basis for
a bale classification system with minimum liti-
gation risk.

The objective of component 2 is to define thresh-
old levels of stickiness above which troubles will
be encountered in yarn processing and quality.
In order to do this, bales of different stickiness
levels are spun into yarn by ITF (France).
Samples are taken at each step of the process-
ing and notes taken about performance and effi-
ciency.

Information on these two components should
permit the setting up of a classification method-
ology to give a warranty of low stickiness to a
part of Sudan production to fit the spinning re-
quirements of buyers.

The Sticky Cotton Thermodetector (SCT) de-
veloped by CIRAD was endorsed by the CFC as
the official standard testing machine for the
study, being without competitors at the time.
Intensive sampling and analysis were run dur-
ing the last two years, and a major final one is
now underway at CIRAD in France. The SCT
proved unsuitable for the critical evaluation of
stickiness as it is prone to the “operator memory
effect,” and doesn’t cater to the size of the sticky
spot that correlates strongly with processing
problems. The experiment executed now at
CIRAD is being run using H2SD, the latest ver-
sion, in which all the drawbacks of the SCT were
corrected, based on the results of actual small-
scale experiments conducted.

Indications confirm the high possibility of success in determining a
probability distribution for stickiness measurements of Sudan cotton
that will permit defining the precision of measurements (confidence
intervals) as function of the number of samples per bale and stickiness
per sample. This will provide the basis for a sound “Bale Classifica-
tion System” to separate sticky and non-sticky cotton bales and define
thresholds for spinning sticky cotton without disturbing the process or
quality.
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S W I T Z E R L A N D

SITUATION OF THE
TEXTILE INDUSTRY

The economic situation continued to improve in
1998 but the Asian crisis was the cause of a
rather moderate development. The rate of un-
employment decreased and exchange rates re-
mained stable, also in relation to the euro, while
the U.S. dollar increased its value.

In general, in 1998 the Swiss cotton industry
went through a comfortable year. However, in
the fall of 1998 the situation changed dramati-
cally. Compared to 1997, incoming orders for
spinning and weaving decreased by 17% and 4%,
respectively.

Production in spinning and weaving declined by
1% and 5%, respectively, leading to a drastic
increase in yarn stocks (+40%), whereas fabric
inventories remained unchanged.

Prices and margins came under extreme pres-
sure and exports of yarns and fabrics declined
by 6% and 1%, respectively. In the first quarter
of 1999, the situation remained unchanged in
spite of the efforts aimed at maintaining the or-
der levels. It is expected that 1999 will turn out
to be a difficult year for the industry despite its
strong marketing position in Europe and current
favorable exchange rates.

CONSUMPTION/IMPORT
STATISTICS

Total raw cotton consumption in 1998 amounted
to 23,000 tons. This compares with 25,000 tons
in 1997. Of the total consumption, extra long
staple (ELS) growths accounted for 10,600 tons
or 46% (1997: 10,590 tons or 42%).

Total raw cotton imports in 1998 amounted to
31,969 tons. This compares with 32,265 tons

the year before. USA imports were 9,819 tons
(30.7%), Central Asian origins accounted for
about 4,400 tons (14%), Zimbabwe 2,816 tons
(8.8%), West African origins 2,500 tons (7.8%),
Australia 2,158 tons (6.8%), Spain 2,032 tons
(6.4%), and Greece 1,796 tons (5.6%).

Main ELS suppliers in 1998 were again the U.S.
with a market share of 72% or 8,400 tons, fol-
lowed by Australia with 14% and Egypt with
6%. Total ELS imports in 1998 amounted to
about 11,600 tons.

Import figures available for calendar year 1999
show a slight reduction in imports compared to
1998.

Imports of textile goods (yarn, fabrics and fin-
ished textiles) represented a value of CHF 7,379
million. Exports in 1998 represented a value of
CHF 3,683 million.

TA N Z A N I A

COTTON PRODUCTION
Cotton production in Tanzania has fluctuated
over the years due to a number of factors. The
contributing factors include the following:

• Changes in levels of rainfall since all our
cotton is rain grown.

• Low level of input use due to low purchas-
ing power of farmers.

• Dependence on subsistence and small scale
commercial farming.

• Inadequate research and extension services.

• Fluctuations in producer prices.

• Decline in profitability of cotton farming
in relation to competing crops.

Cotton production this season is estimated at
only 40,725 tons, 14% higher than in 1998/99
but 58% lower than the record 1992/93 crop of
96,372 tons The area under cotton cultivation
this season is estimated at 250,000 hectares, an
increase of about 25% from the previous sea-
son. The average yield this season is estimated
at 210 kgs. of lint per hectare.

The poor performance of the crop is mainly due
to (1) yields being depressed by La Niña, a situ-
ation that prevailed during the planting and
growing periods in the major cotton growing
areas especially in Shinyanga, Mara and
Mwanza and (2) low level of input use, the
former being the major contributing factor.

In order to redress this situation, the Govern-
ment of Tanzania, in collaboration with the ma-
jor cotton stakeholders, has formulated a com-
prehensive Cotton Sector Development Strategy
that aims at raising cotton production from the
current average of 54,300 tons to 90,500 tons in
the year 2001/02, and gradually increasing it to
135,750 tons in the year 2006/07. Other objec-
tives include:

• Establishing an institutional legal frame-
work in line with the realities of cotton trade
liberalization.

• Supporting the local spinning mills in or-
der to promote the demand for cotton and
at the same time create employment.

• Improving the productivity of cotton and
the financial returns from cotton growing
through the application and use of recom-
mended technologies released by research
institutions.

• Introducing new cotton seed varieties that
are higher yielding, early maturing, with
better disease and pest resistance, and
whose fiber characteristics meet the needs
of spinners.

• Making certified cotton seeds easily avail-
able to farmers at affordable prices.

• Having efficient and effective extension ser-
vices to help raise farmers’ income and
thereby support the growth of the cotton
industry.

• Ensuring timely availability of agrochemi-
cals and farm implements at affordable
prices at farm level.

• Reducing operational costs through mini-
mization of taxes, levies and licenses with
a view to improving cotton producer prices
to motivate farmers to produce more cot-
ton.

• Increasing cotton output through the intro-
duction of medium to large scale farming
thereby supplementing national cotton pro-
duction and earnings.

• Creating an efficient marketing system for
both seedcotton and cotton lint with a view
to optimize farmers’ and exporters’ incomes
and to ensure the high quality standards of
seedcotton, cotton seed and lint, thereby
reviving the former good reputation of Tan-
zanian cotton.

A number of measures, have so far been acted
upon or are being acted upon. These include:

• Operation of the Cotton Development Fund,
a financial facility established by the cot-
ton sector to support the development of the
cotton industry by facilitating the importa-
tion of agrochemicals, supplementing the
cost of seeds for planting, supporting cot-
ton related extension and information ser-
vices and supporting cotton related research
activities.
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• Recasting the Cotton Industry Act to focus
mainly on promotion and development in
line with the aspirations and trends of trade
liberalization.

• Undertaking the infrastructural rehabilita-
tion of cotton research institutions and op-
eration of research cess collection at export
level in order to strengthen the breeding pro-
grams at our two research centers.

• Removing taxes on farm inputs and farm
implements to enable farmers to afford
them.

• Inviting applications for bulking of foun-
dation and certified cotton seeds for plant-
ing on a commercial basis to be sold to
farmers.

• Recasting the present Cotton Board and its
roles in order to establish an institutional
framework in line with the realities of cot-
ton trade liberalization.

EXPORTS
The cotton sector in Tanzania is dependent on
exports, with between 80% and 90% of the an-

nual production being exported. During the
1998/99 season, exports were 27,373 tons val-
ued at US$38.3 million. The major markets were
China (Taiwan), Singapore, Malaysia, Indone-
sia, Kenya, Rwanda, Thailand and Portugal.

Cotton exports for the 1999/00 season are esti-
mated at 33,000 tons, 21% higher than the pre-
ceding season in terms of quantity but only 13%
in terms of value because of the low world mar-
ket prices this season.

LOCAL CONSUMPTION
Local consumption in 1998/99 was 7,240 tons.
No growth is expected this season primarily
because most of the state owned mills that have
recently been privatized will still be undergoing
rehabilitation, and because of competition from
cheap imported second hand clothes following
the trade liberalization of the textile industry.

COTTON OUTLOOK FOR 2000/01
Until 1993/94, before trade liberalization, pro-
ducer prices were fixed by the Tanzanian gov-
ernment taking into account the cost of produc-
tion and expected world market prices. In other

words, the government was protecting farmers
against severe international price fluctuations in
order to encourage them to continue growing
cotton. Following the trade liberalization, pro-
ducer prices are determined by market forces.
Between the years 1994/95 and 1998/99, the
general trend was one of steady increase because
of favorable world market prices, lower harvest
in the country and stiff competition in seedcotton
procurement. However, during this season, world
market prices have dropped sharply resulting in
a significant reduction of producer prices com-
pared to the 1998/99 season by 43%.

As stated earlier, the problem of the supply of
agrochemicals to farmers at affordable prices
will, to some extent, be addressed in the coming
farming season. This, when coupled with a fa-
vorable weather forecast for this season, may
lead to significant increases in cotton produc-
tion. However, because international prices for
cotton are not expected to increase during the
coming season, area under cotton is expected to
decline particularly where farmers have the op-
tion to grow other competing crops. With these
facts in mind, cotton production for the 2000/
01 season is forecast to increase slightly to
54,300 tons.

T O G O

INTRODUCTION
Togo occupies a strategic position in West Af-
rica as a result of its geographic location, its
human resources and its economic potential. To
the south it is bordered by the Atlantic Ocean,
with a coastline of nearly 50 kilometers, to the
west by Ghana, to the east by Benin and to the
north by Burkina Faso.

The country covers an area of 57,000 square
kilometers and has a population of approxi-
mately 4.5 million, with an annual growth rate
of 3.1%.

Although it is primarily an agricultural country,
Togo also possesses mineral wealth, most im-
portantly phosphates.

SIGNIFICANCE OF COTTON IN
THE TOGOLESE ECONOMY

Togo is a country where agriculture employs
roughly 60% of the working population and ac-
counts for 36% of the gross national product.
The main food crops are maize, sorghum, mil-
let, cassava and yams. Togo’s cash crops are
cotton, coffee and cocoa.

Cotton is the foremost industrial crop in Togo
and the most important cash crop for farmers.

The cotton-growing region covers approximately
80% of the country which, in terms of latitude,

makes it one of the most extensive cotton-grow-
ing regions in all West Africa. From north to
south, this crop is grown in a wide variety of
natural and human situations.

Production of Seedcotton
The production of seedcotton is integrated into
the country’s farming systems and has made
impressive strides since the 1980s. Output in-
creased from 23,800 tons in 1980/81 to 187,700
tons in 1998/99. This totally manual method of
production is characterized by a multitude of
small producers; a very low average area per
producer, scarcely 0.5 hectare; and yields rang-
ing between 800 and 1,200 kilograms per hect-
are, depending on the region.

Although cotton research in Togo has success-
fully developed some very interesting varieties
that make it possible to obtain good yields, at
the farm level cotton production faces numer-
ous constraints. The most significant constraints
are:

• Highly unpredictable rainfall.

• Declining soil fertility in certain cotton-
growing areas.

• Under-utilization of inputs such as non-or-
ganic fertilizers.

• The high cost of inputs.

SOTOCO (Société Togolaise du Coton) is re-
sponsible for developing and organizing the cot-
ton crop and plays a dominant role in the cotton
industry.

Supply of Agricultural Inputs
To allow producers to obtain inputs of sufficient
quantity and quality and thereby meet annual
production goals, SOTOCO identifies and con-
solidates the needs of the producer groups and
places orders with local or foreign private sup-
pliers. Once they arrive at the port of Lomé, the
inputs are provided to the producer groups on
credit through a system of direct delivery to the
groups’ warehouses by private transporters. The
groups are then responsible for internal distri-
bution to their members and for recovering the
credit when the seedcotton is collected.

The distribution system described above works
very well and the credit recovery rate is close to
98%.

For the 1998/99 crop year, overall consumption
of fertilizers and insecticides came to 30,000
metric tons and 1,200,000 liters respectively.

Cotton Research
Cotton research in Togo has produced impres-
sive results and has led to the development of
numerous varieties that are today grown in many
countries of the West African subregion.
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Togo participates in the various research net-
works of the subregion.

Harvest, Collection and Transport
Seedcotton is harvested manually. Both the har-
vest and primary marketing are handled at the
local level by the producers themselves, grouped
into Cotton Producer Groups (GPC). The

seedcotton is then transported to the mills by
SOTOCO trucks and private transporters.

Ginning
Until 1998/99, ginning of seedcotton has been
performed by four mills located throughout the
country. Starting with the 1999/00 crop year,
this number will be increased to five—three that

belong to SOTOCO and two that are privately
owned. These mills have a total capacity in ex-
cess of 200,000 tons and are all in good condi-
tion, so all the cotton produced in the country
can be ginned over a period of roughly five
months during the dry season. In terms of fiber,
the average yield is 41.5%.

                                Marketing
It is widely recognized that
Togolese fiber possesses excel-
lent technical characteristics in
terms of grade, micronaire (3.8
– 4.2) and length of yarn (ap-
proximately 60% long). It is
exported to various continents
in the following order: Asia
70%, Europe 15%, America
10% and Africa 5%.

In an average year, Togo sells
some 95% of its output as high-
grade cotton.

Togolese cotton has always
sold well in all the markets
where it is known, and our
country has always placed a
particular emphasis on honor-
ing its commitments to clients.

For Togo, the current situation
of the world market is a major
concern because today’s prices
continue to fall. From our per-
spective, it would be desirable
for this trend to be quickly re-
versed so that cotton produc-
tion, on which the survival of
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so many people in our country depends, is not
simply condemned to extinction.

FUTURE PROSPECTS
In the short term, Togo expects to increase its
output of cotton fiber to more than 100,000 tons.
This increase will be organized around the fol-
lowing key elements, which have already re-
ceived considerable attention in recent years:

• Varietal improvements in order to develop
varieties that are productive in the field and
at the mill.

• Improvements in the technical aspects of
production and mastery of the techniques
by producers.

• Efforts to combat pests, particularly
Heliothis armigera, aphids and whiteflies.

• Efforts to strengthen the capacity and pro-
fessionalism of cotton producer organiza-
tions.

• Improvements in the quality of seedcotton
and fiber by eliminating sources of contami-

nation that still exist in spite of the high
quality already obtained. In this respect, our
goal is to move toward zero contamination.

All these improvements will take place within
an increasingly liberalized environment. How-
ever, the desired changes can only occur if cot-
ton world prices improve and if liberalization
policies, which are sometimes out of touch with
local realities, do not produce upheaval in the
national cotton industry.

T U R K E Y
INTRODUCTION

Agriculture is still one of the most important
sectors in Turkey. About 40% of the population
live in rural areas while agriculture accounts for
approximately 15% of the GNP.

Total exports of Turkey in 1998 were US$27
billion, an increase of 3.3% in comparison to
the previous year. Imports on the other hand
showed a decrease of 5.4% for the same period,
totaling US$45.9 billion.

Cotton has always played an important role in
Turkish agriculture. With the rapid development
of the textile 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 1998 reached
US$10.4 billion, an increase of 6% over 1997.
As can be seen from the figures mentioned, the
share of the textile and clothing industry is quite
significant in total exports and Turkey is pres-
ently ranked sixth among the world’s leading
apparel exporting countries according to statis-
tics of the WTO.

COTTON PRODUCTION

1998/99 and Previous Seasons
Figures over the last ten years show some fluc-
tuation in cotton production as well as in yield
(Table 1). In the 1980s there was generally a
steady increase in production as a result of in-
creases 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 in 1997/98
encouraged growers to continue growing in
1998/99 as well. However, heavy rains forced
growers to make repeated sowings in the Aegean
Region, but subsequent favorable weather con-
ditions contributed to the satisfactory develop-
ment of the 1998/99 crop. The climate during
the harvesting period, though, turned out to be
unfavorable and production drops occurred in
this region.

The revised production figures according to re-
gions for the 1997/98 and for the 1998/99 sea-
sons are given in Table 2 and 3, respectively.

1999/00 Season
The premium system reintroduced in 1998/99
and growers’ expectations for its continuation
in 1999/00 have played an important role in
maintaining production levels for those seasons
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mium was incorporated with the aim of com-
pensating the difference between the producers’
target price and the 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,
respectively. The government decided not to in-
corporate any support mechanism, hence the
ASCUs were left to announce their purchase
prices according to their own accounts. Table 6
shows the purchase prices of the cooperative
unions and the average of the Cotlook indices at
the time of the ASCUs price fixings. For 1998/
99, the government decided to reintroduce the
premium system, which was first 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. Purchase prices for
Cukurova cotton and Southeast cotton were an-
nounced as 160,000 TL/kg. and 170,000 TL/kg.,
respectively.

Purchases by ASCUs in 1998/99 have been al-
most twice as much as the previous season
mainly due to the relatively weak market demand
during October-December 1998, which encour-
aged growers to deliver their cotton to their re-
spective cooperatives.

For 1999/00, cooperatives’ purchase prices have
been announced and are shown in Table 6; how-
ever, as of mid-October, there was no decision
taken on premium payments.

A comparison of ASCUs purchases for the last
twelve years is given in Table 7 and it can be
seen that the share of the cooperatives in the
overall cotton procurements has not been sig-
nificant during recent years.

despite the depressed cotton prices experienced
in the domestic market, which is also largely in-
fluenced by the world market prices.

Weather conditions during sowing and plant
growth periods have been near to ideal. Similarly,
harvesting has so far encountered no major set-
back.

Expected area, production and yield figures ac-
cording to cotton growing regions for 1999/00 are
given in Table 4. As can be seen, a marked reduc-
tion occurred in the Cukurova Region, owing to
switching to alternative crops, while a significant
increase in area and yield is foreseen in the South-
east Region because of improved irrigation facili-
ties created by the Southeastern Anatolian Project
(GAP).

COTTON CONSUMPTION

1998/99 and Previous Seasons
Cotton consumption showed a gradual increase
until 1997/98 (Table 5) largely due to the world
cotton textile and apparel demand and new invest-
ments and modernization achieved in the Turkish
spinning, weaving and clothing sectors.

With presently available 4.5 million spindles (7th
in the world), annual ring yarn capacity is approxi-
mately 675 thousand tons, while the open-end yarn
production capacity approaches to 520 thousand
tons with some 400 thousand rotors (4th in the
world).

The global economic crisis experienced in many
parts of the world has also partly affected the Turk-

ish textile sector, as a result of which cotton
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.

1999/00 Season
Exports of textiles and clothing did not show
a significant increase in 1998. The widening
of the gap between the inflation rate and the
exchange value of the Turkish lira against
major currencies, and the rise on cost of pro-
duction due to increased labor costs were the
main causes of the slowdown in export per-
formance.

Contrary to expectations, the situation did not
show any sign of significant improvement in
the first half of 1999. However, export statis-
tics for the second half of the year are expected
to become more promising. The estimated con-
sumption figure for cotton for 1999/00 is
around 1.0 million tons.

COTTON TRADE

Seedcotton
At the beginning of 1993/94, when the cost of
cotton production was above world market
prices, the Turkish government introduced a
new purchasing system for cotton in which
growers were entitled to get a premium of
3,000 TL/kg. from the Agricultural Bank when
they delivered their cotton to gins. This pre-
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Lint Cotton
Domestic Market Developments
Figure 1 shows the comparison curves for do-
mestic cotton prices vis-a-vis the Cotlook A In-
dex values from September 1998 until August
1999. As can be seen from this curve, domestic
cotton prices were higher than the Cotlook A
Index values for the most part of the 1998/99
season.

The premium of 10 cents/kg. for seedcotton an-
nounced at the beginning of 1998/99 (despite
the fact that the premium payments were to be

realized after April 1999) has kept cotton prices
fluctuating around Cotlook A Index levels. Two
other factors that have contributed to the low
price developments were lower cotton demand
by the mills owing to their lower capacity utili-
zation levels, and weak demand for exports.
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 1998/
99. Imports of cotton during recent calendar

years according to supplying countries are indi-
cated in Table 9.

Cotton Balances
Table 10 shows cotton supply and use for 1998/
99. By the end of this season, total cotton im-
ports are expected to reach 200,000 tons. After
the 950,000 tons of domestic consumption and
88,000 tons of exports, ending stocks will be
220,500 tons.

Cotton balances for 1999/00 have also been pre-
dicted according to the estimated production and
consumption data (Table 11). The estimated 1.0
million tons cotton consumption for 1999/00
may have to be revised since the slowdown ex-
perienced in 1998/99 seems to be over and posi-
tive signs emerging in the second half of 1999,
as explained above, may result in increased mill
consumption in the 1999/00 season.

BRIEF OUTLOOK OF THE
TEXTILE AND APPAREL

INDUSTRY
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 the annual ex-
port figures of different sectors of the textile in-
dustry 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:

• High inflation rate.

• Comparatively higher labor and increased
financing costs especially in recent years.

• Negative effects of quotas on certain tex-
tile products produced or manufactured in
Turkey.

For the textile and clothing sector, the Customs
Union with the European Union as from 1st
January 1996 has provided some advantages as
well as some disadvantages.

• A duty and restriction free access to the EU
on a full reciprocity basis, which means that
textile-clothing products can circulate freely
between EU and Turkey.
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• Application of the EU Common Customs
Tariff to imports from third countries, which

means a substantial reduction of customs
duties by Turkey.

• Adoption of the EU’s Common Commer-
cial Policy, which means, among other
things, the introduction of quota restrictions
on textile and clothing products from 46
third countries, similar to those covered by
European Union bilateral trade agreements.

• The implementation by Turkey of intellec-
tual property protection, competition and
state aid disciplines comparable to those of
the EU.

FUTURE PROSPECTS
The GAP (Southeastern Anatolian Project) de-
serves a brief mention while looking at the fu-
ture of cotton.

Southeastern Anatolia, also known as Upper
Mesopotamia, covers mainly the provinces of
Diyarbakir, Gaziantep, Sanliurfa, Mardin and
Adiyaman. The GAP is Turkey’s largest and the
world’s third biggest agricultural, as well as
energy-based, investment project. In brief, the
project comprises a total of 22 dams and 19 hy-
droelectric power plants on the rivers Euphrates
(Firat) and Tigris (Dicle).

Beside energy, the project covers agriculture,
industry, livestock and fisheries, mining, trans-
portation, telecommunication and social devel-
opment. The irrigated area will cover 1.7 mil-
lion hectares of land or 19% of Turkey’s eco-
nomically irrigatable area.

The total project cost is US$32 billion, of which
approximately US$14 billion have been spent
by the end of 1998. Around 75% of energy in-
vestments have been realized, while investments
in agricultural projects have been only 15% so
far. As investments in agricultural projects con-
tinue, agricultural production and productivity
of various 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 increas-
ing the irrigated land from 1995/96 onwards and
resulting in cotton production increases in re-
cent years in this region. Until this project is
fully realized, the country will continue to main-
tain its delicate balance of supply and demand
of cotton that naturally necessitates both exports
and imports of raw cotton which, in turn, makes
the industry susceptible to cotton price move-
ments both in domestic and international mar-
kets.
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U G A N D A
BACKGROUND

The Government of Uganda started its Cotton
Industry Revival Program in 1994. Previously,
the cotton industry had suffered a tremendous
decline from the early 1970s to late 1980s due
to bad management and the civil strife that be-
deviled our country for 23 years, pushing cotton
production from 82,000 tons in 1969/70 to 2,000
tons in 1987/88. With the advent of the current
government in 1986, a national policy for eco-
nomic recovery was embraced which included
one major factor: the liberalization of the
economy.

The cotton sector was effectively liberalized in
1994 thus opening up marketing and processing
to competition and establishing the Cotton De-
velopment Organization (CDO) as the regula-
tory and promotional statutory body. CDO there-
fore is the registered government body with the
International Cotton Advisory Committee. Since
the CDO was established, the affairs of the cot-
ton subsector in Uganda are shared between the
following:

• Central Government:
Policy

• Cotton Development Organisation (CDO):
Regulation, promotion

• Private Sector:
Production, marketing and
processing

• National Agricultural Research
Organization (NARO):

Research, technology development
and transfer

We have reported on various initiatives and
progress since 1994 when Uganda resumed its
membership in the ICAC. In the past two years,
Uganda has been directing its efforts to ensure
the recovery of cotton’s share in the fiber mar-
ket. We now wish to give an up date on what has
transpired in the past cotton year.

PRODUCTION
Cotton in Uganda continues to be grown under
rainfed conditions by small-scale farmers on
average land holdings of 1–2 acres. Grown in
nearly two-thirds of the country and serving as
a major cash income earner to about 50% of the
population, the government has categorized cot-
ton as a poverty-alleviation crop under the mod-
ernization plan for agriculture.

However, given the liberalized economy, the
government cannot subsidize production but can
only provide an enabling environment to the pri-
vate sector. In this regard, the program initiated
by the Uganda Ginners and Cotton Exporters
Association (UGCEA) in 1997, to provide seed

and limited pest control to farmers on credit, was
repeated this year, following a successful credit
recovery for the previous season.

The past season was better than the previous one
affected by El Niño. Production increased from
6,000 to 16,000 metric tons of lint this season,
but was lower than the expected 25,000 metric
tons due to the dry spell that set in too early at
maturing stage in November 1998, thus reduc-
ing yields.

Based on increased plantings and better weather,
we expect production to go up to about 27,000
metric tons in 1999/2000.

RESEARCH AND
EXTENSION SERVICES

Research
The Government of Uganda has continued to
strengthen its financial support to the National
Agricultural Research Organisation (NARO). In
addition, a planning committee involving the
private sector, the regulatory body and research
is being set up for operation by next year, and is
aimed at harmonizing cotton research with mar-
ket demand. The private sector shall start con-
tributing to cotton research effective next sea-
son.

On demand by farmers and the private sector,
our researchers are making great efforts in try-
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ing to develop short maturity cotton and in breed-
ing pest/disease resistant cottons through con-
ventional breeding. They also participated in the
World Cotton Research Conference–2 in Ath-
ens, Greece, from September 6–12, 1998.
Ginning Outturn (GOT)
There has been an improvement on the GOT in
the range of 35% to 40%. As reported last year,
37% GOT has been attained at research level.
Joint efforts by CDO, UGCEA and research are
now being made to spread the improved pro-
duction technology on farm so that the same is
achieved at ginning level.
Extension Services
Agricultural extension services, which had hith-
erto been under the central government, have
been divested to local governments thus placing
services and coordination closer to the farmer.

In a bid to ensure that research results and trans-
fer of technology henceforth reach farmers in
the shortest possible time and they participate
in research trials for quick adoption and feed-
back, NARO has also established eight zonal
research outreach centers, thereby decentraliz-
ing and moving most activities closer to the end
user—the farmer and the extension worker.

In addition, CDO this year started contributing
financially to local government extension sup-
port.
IPM Technology Transfer
With the above mentioned arrangement, trans-
fer of integrated pest management (IPM) tech-
nology developed at the cotton research center
two years ago and aimed at reducing farmers’
production costs, as well minimizing environ-
mental contamination, has been accelerated
throughout the country.
Organic Manure and Bio-fertilizers
In an effort to minimize use and dependency of
inorganic fertilizers, research is promoting the
application of organic manures.

Local governments in most of the cotton grow-
ing areas, especially those with highly depleted
soils, have therefore re-invigorated the technol-
ogy of compost manure, generated in farmers
farmyards, for application to their gardens to
improve soil fertility. This will improve farmers
cotton yields while minimizing environmental
degradation.

EXPORTS AND MILL CAPACITY
Uganda cotton is 95% exported due to low do-
mestic textile mill capacity. Currently, Uganda
has only two textile mills and a few small-scale
industries that only consume 5% of total pro-

duction. This state of affairs is a result of the
following:

• High manufacturing costs especially fuel.

• Being land-locked.

• Imported substitutes. Our government is ag-
gressively tackling the issue of value addi-
tion under all sectors of agricultural pro-
duce and cotton will be no exception.

COMMON FUND FOR
COMMODITIES

A project sponsored by the Common Fund for
Commodities (CFC) in collaboration with ICAC,
aimed at improved marketing systems for
Uganda, Tanzania and Zimbabwe did not take
off last year due to a number of reasons. How-
ever, from current developments and visits by
the CFC team to Uganda in August 1999, con-
ditions seem to be set for the project to start early
next year.

It is hoped that this project will go a long way in
addressing several bottlenecks in the marketing
systems under a liberalized sector, especially
education on risk management.

MAKING QUALITY MEET DEMAND
Our researchers have improved the quality of
the cotton fiber, especially strength, uniformity
and maturity. Uganda cotton has regained its
premium.

In a bid to reduce contamination, the Uganda
Ginners and Cotton Exporters Association, in
conjunction with CDO, mounted a protracted
campaign last marketing season advising farm-
ers on correct picking and handling methods and
also stepped up quality control at all ginneries.
As a result of these efforts, 80% of Uganda cot-
ton was marketed this year in our first three
grades, UCON, UCOB and UCOP. These efforts
will be increased the coming marketing season.
HVI Classification
As reported at the last plenary, Uganda installed
a high volume instrument (HVI) machine at the
onset of marketing in December 1998, and we
can now comfortably provide most of the data
required by spinners and other end users. For
reference, we are providing Table III containing
our HVI summary/mean test results.

CONCLUSION
The private sector in Uganda spearheaded by
the now stronger UGCEA is driving the cotton
industry to prosperity.

The Government of Uganda on its part, having
successfully completed the liberalization of the
subsector, has embarked on an Agricultural
Modernization Plan to help the farming com-
munity in technology transfer, thus reducing pro-
duction costs and increasing productivity per unit
area.

It is our sincere hope that, everything remaining
the same, the cotton industry in Uganda shall
continue to grow and reach the desired levels,
thus contributing to the economic development
of our country.



COUNTRY REPORTS                                                                                                                                                               95

U N I T E D  K I N G D O M

RAW COTTON CONSUMPTION
The United Kingdom is nowadays only a mod-
erate user of raw cotton. Importers face no re-
strictions on the quantities of raw cotton they
may purchase from any source and there is no
duty or import deposit payable on these imports.

UK-BASED MERCHANT ACTIVITY
Since the last plenary meeting in 1998, the world
cotton market has continued to suffer depressed
raw cotton prices, owing to an excess of supply
over demand (see Cotlook A Index chart below).
Whilst recognizing that the producing countries
are particularly hard hit by the resultant decline
in revenues, the challenge facing UK-based
merchants to generate new business has not less-
ened. Particular uncertainty affecting forward
marketing has been generated by the prolonged
speculation in the United States as to whether
or not a renewal of the marketing subsidy (Step
2) would gain Congressional approval. A fur-
ther source of pressure on prices has been de-
rived from changes in the cotton policies of the
People’s Republic of China (PRC), and its ap-
parent intention to reduce internal stocks to
manageable levels. The UK-based trade has par-
ticipated actively in attempts to market PRC
cotton internationally. A further region in which
more effort has been expended is West Africa,
where an increasing volume of cotton is being
marketed outside traditional channels.

LIVERPOOL COTTON
ASSOCIATION

Disputes continue to be brought to the Liverpool
Cotton Association (LCA) for arbitration and
the count of appeals—made against initial

awards—remains disappointingly high. This is
particularly true of technical arbitrations con-
cerning disputes involving non-delivery, failure
to take up purchases or to open proper financial
instruments and so on. There is, however, an
increasing suspicion that these appeals are be-
ing made automatically and more for reasons of
delay than genuine objections to the awards, as
approximately 50% of the appeals against tech-
nical arbitration awards this year have been dis-
missed prior to hearing. This situation is being
compounded by a tendency amongst some firms
to seek injunctions in their home courts against
lawful arbitration awards by challenging juris-
diction.

Enforcement remains a perennial problem and
decisions by firms to use the 1958 New York
Convention in foreign courts to assist in the en-
forcement process are expensive and often un-
successful. As a consequence, a number of firms
are left with the frustrating commercial decision
of weighing up the value of the award in their
favor against the legal costs of enforcement and
likelihood of success. However, the LCA, along
with other associations, has been redoubling its
efforts to reinforce the sanctity of contracts and,
latterly, the overall number of firms which are
reported to have failed to honor lawful arbitra-
tion awards has decreased.

The LCA introduced new bylaws and rules in
1996 in order to comply with the new UK Arbi-
tration Act. The opportunity was taken to revise
and simplify procedures and, for the benefit of
those for whom English is a second language,
the new regulations were produced in plain En-
glish. More recently, Russian and Chinese (Man-
darin) translations of the bylaws and rules have
been produced and may be obtained by apply-
ing directly to the LCA.

LCA trading rules are specifically designed so
they can be applied to contracts covering the
purchase and sale of cotton between any two
countries. Some 600 official copies of the Rule
Book are currently in use around the world. Pres-
ently, it is possible to view the English version
of the rules by visiting the LCA web site <http:/
/www.lca.org.uk>.

In parallel with this, important changes have
been introduced to reduce the processing time
of arbitration and appeal resulting in the swifter
publication of decisions. In the light of this ex-
perience, a further review of these timetables is
now under way, which takes account of advances
in communications and office support systems.
The LCA is confident that this will result in still
further improvements to this service.

A CORPORATE APPROACH
TO COTTON

While global cotton production is increasing year
upon year, the industry is concerning itself with
the issue of how to reverse the decline in the
global consumption of cotton, both at mill and
retail levels. At the same time, man-made fibers’
share of both this year is predicted to exceed
that of cotton. Cotton appears to lack an obvi-
ous focus that is able to provide a unified voice,
so essential if the industry and those concerned
with reversing the decline are to be heard.

The LCA is heartened, therefore, by the recent
decision of the Committee for International Co-
operation between Cotton Associations (CICCA)
to review its regulations. Agreement has also
been reached to open the membership of this
Committee to include representatives from the
other sectors of the industry who are willing to
support the principle of good trading practices
and the sanctity of contracts. The LCA is pleased
to be associated with this initiative since an ex-
panded CICCA will have, in prospect, the op-
portunity to deal with some of the issues pres-
ently confronting the wider cotton community.

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 co-operation com-
ponents of the UK Aid Programme funded
through the Department for International Devel-
opment (DFID). It is recognized that cotton is
an important cash crop for small, resource-poor
farmers and that the most significant constraint
to cotton production by small farmers in LDCs
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is yield losses caused by insect pests, plant dis-
eases and weeds. This includes the increasingly
important and widespread problem of pest re-
sistance 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), focussed 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
work on cotton is administered by Natural Re-
sources International—a consortium of UK uni-
versities. NR International commissions cotton-
related R&D projects both from UK and LDC
institutions and universities. A significant com-
ponent of this cotton-pest management research
effort is assigned to the development of envi-
ronmentally benign, non-toxic methods of cot-
ton pest control, including the use of beneficial
insects, pheromones and microbial pesticides.
This includes the development of insecticide
resistance management (IRM) strategies. Where
practicable, efforts are made to ensure that these
programs achieve area-wide adoption as this is
most likely to capitalize on the benefits of re-
tained beneficial insects and is essential for cer-
tain IPM technologies such as mating disrup-
tion of insect pests by artificial pheromone re-
lease. Technical cooperation aid is managed and
resourced bilaterally through the Geographic
Divisions of the DFID.

British agro-chemical and pest control compa-
nies are also important contributors to UK aid-
funded research for LDCs on appropriate IPM
and IRM strategies and their implementation,
often in close collaboration with the Natural
Resources Institute and the universities, in ad-
dition to undertaking research on equipment and
products in cotton producing countries.

R&D and technical cooperation work carried out
during the last year includes:

• Insecticide resistance monitoring and
mechanisms studies on Helicoverpa
armigera in India.

• Cotton farming systems analysis and area-
wide implementation of IPM 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.

• Study of the constraints to the development
of the pre-harvest cotton sector in Uganda.

Other Cotton Research in UK Universities,
Institutions and the Private Sector
Staff at the Institute of Arable Crops Research
(IACR) in Rothamsted are working on insecti-
cide resistance in whiteflies, including its rela-
tionship to the spread of cotton leaf curl virus.

During 1999, the International Pesticide Appli-
cation Research Centre (IPARC), situated on the
Silwood Campus of Imperial College, Univer-
sity of London, has been involved through NR
International and other international organiza-
tions in assisting the World Bank Cotton Project
in Uzbekistan, in which consideration has been
given to ways of integrating limited use of in-
secticides with biological control. Control of
aphids by seed treatment will avoid early sea-
son sprays that would disrupt releases of natu-
ral enemies (entomophages). However for cost
effective seed treatment, seed quality must be
improved to reduce the quantity of seed sown
per hectare.

A visit to Zimbabwe was also made by IPARC.
Here there are problems associated with inad-
equate spray coverage, which is likely to allow
an increase in red bollworm populations. A valve
to control the flow of pesticides from manually
operated sprayers has been evaluated and is ex-
pected to contribute to improvements in pesti-
cide application. A visit to the PRC for UNIDO
enabled the importance of improved application
to be discussed at a pesticide conference at
Nantong. IPARC has also run training courses
for international students in the area of spray
application in cotton.

Amongst ICAC supported projects, work on the
characterization of cotton leaf curl virus, its epi-
demiology and vector relationships and the de-
velopment of resistant transgenic cotton is con-
tinuing at the John Innes Institute. A proposal
by the UK, India, the PRC and Pakistan, for
collaborative work on sustainable control of the
American bollworm, is in the final stages of
approval with the Common Fund for Commodi-
ties (CFC).

The LCA has also recently advised ICAC of its
willingness to initiate a cotton testing project
for the purpose of assisting African cotton grow-
ing countries to establish their own databases
on cotton properties and, then, to help train Af-
rican personnel involved in cotton production
and trade to gain further relevant knowledge of
testing and classification techniques. The pro-
posal has been submitted through the ICAC to
the CFC and is the first of its kind from the pri-
vate sector. The initial response from the CFC

Secretariat is an acknowledgement that this pro-
posal addresses a problem of major importance
to cotton producing countries in Africa and
should provide much needed help and assurance
to those with responsibility for the production
of cotton fiber of a known quality. It is planned
to discuss the details of this project with repre-
sentatives of African cotton producing nations
at the Cairo Round Table Conference in Novem-
ber. Following this, it is expected that the CFC
Consultative Committee will review the LCA
proposal in January 2000.

The benefits of this project include:

• providing the participants in Africa with
free testing facilities in the LCA to obtain a
further understanding of the properties of
the cotton produced in their countries;

• through the establishment of a database on
cotton properties, closely monitoring the
quality trend year on year and achieving an
improved quality management;

• enabling more personnel involved in cot-
ton in African countries to gain knowledge
through the training facilities provided by
the LCA and international trading firms
based in the UK; and

• facilitating a large number of cotton pro-
ducing countries in Africa to improve cot-
ton export and marketing.

To assist cotton research in LDCs, the Liverpool
Cotton Research Corporation (LCRC) has de-
cided to sponsor a Sudanese postgraduate stu-
dent to carry out a research project in the School
of Textile Industries, University of Leeds. The
project involves a new methodology in the pick-
ing and ginning of Sudan Barakat and Acala
cotton. Preliminary results show that this im-
proved picking method, named Model Picking
and Hand Ginning (MP&HG), yields less trash
and nep contents in comparison with the Nor-
mal Picking and Ginning (NP&G) method and
may lead to the development of simple devices
for improved picking. The ultimate aim of this
project is therefore to produce cotton lint with
less trash and neps and to preserve the inherent
quality of the Sudan cotton fiber, which in turn
will enhance the cotton grade.

Lastly, it should be mentioned that a number of
cotton ginning and trading companies also sup-
port research work in such areas as the allevia-
tion of the impact of stickiness in cotton, water
use efficiency and the trash content problem.
Private sector research and development work
continues on the design and efficacy of spray
equipment.
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U N I T E D  S TAT E S

UPLAND COTTON SITUATION
AND OUTLOOK

Overview
U.S. upland cotton production in 1999/2000 is
forecast at 15.7 million bales. Planted area to-
tals 14.3 million acres, with a yield per harvested
acre forecast at 576 pounds. Total 1999/2000
upland supply is projected at 19.6 million bales.

In 1998, the upland crop totaled 13.5 million
bales. Harvested area reached 10.5 million acres,
indicating an abandonment rate of 2.5 percent.
As a result, yields averaged 619 pounds per har-
vested acre, below the 5-year average of 645.

Mill use of upland cotton in 1998 was 10.3 mil-
lion bales, compared with 11.2 million used in
1997. In 1999, mill consumption is projected to
decline to 10.1 million bales. With a significant
increase in the U.S. upland cotton supply fore-
cast, U.S. exports are expected to increase from
last season’s 4.1 million bales to 5.0 million. With
an increase in total demand and a significant in-
crease in production in 1999, ending stocks are
forecast to increase by 17 percent to 4.5 million
bales.
Acreage and Production
U.S. upland cotton production in 1999 is pro-
jected at 15.7 million bales, 17 percent more than
last season. While production is up from last year,
adverse weather has impacted yield in all regions
except the Far West and production is 9.6 per-
cent below the 5-year average.

Planted area in 1999 totaled 14.3 million acres,
1.2 million (9 percent) above the previous year.
Harvested area is forecast at 13.1 million acres,
which suggests an abandonment rate of 9 per-
cent.

The national average upland cotton yield in 1999
is forecast at 576 pounds per harvested acre, 43
pounds below last season’s yield, and 12% be-
low the 5-year average. Since we are still in the
harvest season, yields could vary from current
estimates. All major upland producing regions,
with the exception of Arizona, North Carolina,
South Carolina and Tennessee, are expected to
harvest more lint per acre than last year.
Domestic Mill Use
For 1998, cotton mill consumption fell by nearly
9 percent from the previous year. In 1999, up-
land cotton mill use is expected to decrease an
additional 2 percent from last season to 10.1
million bales due to increased cotton textile im-
ports and weak consumer demand, particularly
for denim.
Foreign Trade
Upland raw cotton exports totaled 4.1 million
bales in 1998. The top export destination was
Mexico, which imported 1.4 million bales from
the U.S. representing 35 percent of all upland

exports. The top ten upland markets also in-
cluded Japan, Korea, Canada, Taiwan, Hong
Kong, Indonesia, Turkey, Guatemala, and El
Salvador, which together represented 85 percent
of upland exports. In 1999, upland shipments
are projected to increase to 5.0 million bales
due to increased U.S. production, increased de-
mand in Mexico, and a continued recovery of
demand in Asia, tempered by China’s contin-
ued status as a net cotton exporter.

In 1998, the U.S. share of world trade (all cot-
ton) was approximately 19 percent, a fall of 10
percent from both last season and the 5-year
average of 29 percent. However, in 1999 the
U.S. share of world trade is expected to increase
to about 22 percent.

U.S. cotton imports in 1998 totaled 443,000
bales. Greece supplied the United States with
232,714 bales, China with 77,677, Syria with
33,759, Argentina with 21,66, and smaller
amounts from Uzbekistan, Benin, Mexico, and
several other countries made up the balance. In
1999, U.S. cotton imports are projected to sub-
stantially decrease to 75,000 bales due to an
adequate domestic supply situation.
Supply and Stocks
Based on the early-season projections of sup-
ply and use, 1999 upland stocks are estimated
at 4.5 million bales, 667,000 bales above be-
ginning levels. Supplies are expected to total
about 19.6 million bales, up about 11 percent
(1.9 million bales) from 1998. Total use is fore-
cast higher at 15.1 million bales, 760,000 bales
above 1998. At the end of 1998, the upland
stocks-to-use ratio equaled 26.8 percent. How-
ever, with production forecast to exceed demand
this season, the stocks-to-use ratio should in-
crease to about 30 percent.
Manmade Fibers
U.S. domestic consumption of manmade fibers
rose to a record of nearly 12.9 billion pounds in
1998, 3 percent above 1997. The increase was
mainly due to rising textile imports, however,
as U.S. mill use of manmade fibers advanced
less than 1 percent to about 11.2 billion pounds.
Both U.S. textile imports and exports of
manmade fibers reached new heights in 1998.
For 1998, U.S. manmade fiber textile imports
jumped 12 percent from the year before to nearly
3.9 billion pounds, while exports improved 3
percent to 2.2 billion. Overall, manmade fibers
accounted for about 56 percent of the total fi-
ber consumption in the United States, slightly
below the last several years. However, U.S. per
capita consumption of manmade fibers in-
creased 1 pound from 1997 to 47.5 pounds in
1998.
Inter-fiber Competition
Similar to manmade fibers, U.S. cotton domes-
tic consumption expanded in 1998, but U.S. mill

use declined to the 1994-96 levels. In 1998, U.S.
cotton mill use returned to the 5.2-million-pound
level as a result of the sharp increases seen in
textile imports. Total domestic consumption of
cotton advanced to a record 9.3 billion pounds,
6.5 percent above 1997, as U.S. cotton textile
trade continued to reach new heights. In 1998,
U.S. cotton textile imports increased nearly 19
percent from the previous year to 6 billion
pounds, while exports rose 9 percent to 2 bil-
lion. Overall, cotton accounted for 40 percent
of total U.S. fiber consumption, slightly above
1997. Also, U.S. per capita consumption of cot-
ton increased nearly 2 pounds from 1997 to about
34.5 pounds in 1998.

Cotton’s share of fibers used on the cotton sys-
tem in 1998/99 averaged over 79 percent, up
slightly from last year and the highest since the
1966 season, reflecting consumers’ continued
preference for cotton products. While only a
small portion of the final product price, cotton
prices were above those for polyester the entire
season. U.S. upland mill-delivered cotton prices
during 1998/99 averaged 68 cents per pound, 6
cents below last season. However, polyester
staple prices averaged about 53 cents per pound
during the comparable period, 13 cents below
the year before. Meanwhile, rayon staple prices
have remained well above those for cotton aver-
aging $1.01 per pound for the season.

American Upland Market Situation
Prices
Quotations for color grade 41, leaf grade 4, staple
34, mike 35-36 and 43-49, strength 23.5-25.4
cotton, in the designated markets averaged 60.12
cents per pound in the 1998-99 season. This was
down from 67.79 cents for the 1997-98 season
and 71.59 cents in the 1996-97 season. Quota-
tions averaged 71.87 cents per pound in August
1998, the first month of the marketing year. Av-
erage quotations weakened from September
through February, strengthened in March, and
then declined the remainder of the marketing
year. Quotations ended the year with a July av-
erage of 49.23 cents per pound, down 22.58 cents
per pound from the first month of the year. The
season’s highest daily quotation for the base
quality occurred on August 24,1998 at 74.19
cents per pound and the season’s lowest daily
quotation was 47.21 cents on July 12, 1999.

Prices received by farmers for upland cotton for
the 1998-99 marketing year was estimated at
60.60 cents per pound by the World Agricultural
Outlook Board, USDA. The National Agricul-
tural Statistics Service, USDA reported 65.20
cents for the entire 1997-98 marketing year and
69.30 cents for the 1996-97 marketing year.
Contracting
United States upland cotton growers forward
contracted about 36 percent of the 1998 crop.
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This compares with 24 percent the previous sea-
son and 28 percent in 1996. Growers in the west-
ern states (Arizona, California and New Mexico)
forward contracted 45 percent of their 1998 crop.
Growers in the southwestern states (Oklahoma
and Texas) booked about 14 percent, growers in
the southeastern states (Alabama, Florida, Geor-
gia, North Carolina, South Carolina and Vir-
ginia) forward contracted about 56 percent of
their crop and growers in south central states
(Arkansas, Louisiana, Mississippi, Missouri and
Tennessee) booked about 40 percent.

United States upland cotton growers had forward
contracted about 8 percent of the 1999 crop by
the end of August 1999. This was down sharply
from 30 percent at the same time a year earlier.
By the end of August 1999, about 16 percent of
the crop was under contract in the Southeastern
States, 7 percent in the South Central States, 5
percent in the Southwestern States and 2 per-
cent in the Western States.
Quality

• Color. The predominant color of upland
cotton classed from the 1998 crop was color
31, accounting for 32 percent of classings,
according to the USDA, Agricultural Mar-
keting Service, Cotton Program. Color 31
was predominant in 1997 and made up 32
percent of classings. Color 41 and better
made up 76 percent of classings and com-
pares with 76 percent in 1997. All white
color grades accounted for 73 percent of
the 1998 crop, down from 78 percent in
1997. Light Spotted color grades comprised
26 percent of classings, up from 20 percent
in 1997. Spotted color grades made up about
2 percent of classings this season, the same
as a year earlier. Tinged, Stained and Be-
low 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 1998 crop was leaf grade
3, accounting for 40 percent of upland
classings. Leaf grade 3 was predominant a
year earlier making up 45 percent of
classings. Leaf grade 4 comprised the next
highest percentage from the 1998 crop at
30 percent against 23 percent a year ago.
Leaf grade 1-2 made up 19 percent of
classings from this year’s crop compared
with 25 percent in 1997. Leaf grade 5-7
made up about 10 percent of classings, up
from 7 percent last year.

• Staple. The average staple length of upland
cotton classed from the 1998 crop was 34.3
thirty-seconds inches, down from 35.1 a
year ago. The predominant staple length was
34, making up about 28 percent of classings.
Staple 36 was the predominant length last
year, accounting for 24 percent of classings.
Staples 31 and shorter comprised 3 percent
of classings this season, up from 1 percent

in 1997. Staples 32 and 33, at 24 percent,
was up from 13 percent the previous year.
Staples 34 and 35 made up 53 percent of
the crop, up from 43 percent last year.
Staples 36 and longer accounted for 20
percent of classings, down sharply from 44
percent the previous year.

• Mike. The average mike of upland cotton
classed from the 1998 crop was 45, up from
43 last year. Cotton with mike 34 and lower
made up 3 percent of classings against 5
percent in 1997. Cotton in the 35 to 49
range, at 83 percent, was down from 88
percent a year ago. Cotton with mike 50
and higher made up 13 percent, up from 7
percent in 1997.

• Strength. The average fiber strength of
upland cotton classed from the 1998 crop
was 28.0 grams per tex compared with 28.9
in 1997. 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, also the same as the previ-
ous year. Cotton with strengths of 24 to 27
grams per tex accounted for 45 percent of
classings against 23 percent a year ago.
Strengths in the 28 and higher range com-
prised 54 percent of classings, down from
76 percent a year ago.

Varieties Planted
Deltapine brand upland cottonseed was the most
popular planted in the United States for the
1999-00 season, according to the USDA, Agri-
cultural Marketing Service’s Cotton Programs.
Paymaster brand was the second most popular
followed by Stoneville, Sure-Grow, CPCSD,
Associated Farmers Delinting, and All-Tex.
Transgenic varieties accounted for about 60
percent of plantings.

Deltapine brand varieties were the most popu-
lar planted in 1999, accounting for 43.1 per-
cent of the United States acreage. This brand
accounted for 67.5 percent of the acreage
planted in the southeastern states (Alabama,
Florida, Georgia, North Carolina, South Caro-
lina and Virginia). It accounted for 43.4 per-
cent of the acreage planted in the south central
states (Arkansas, Louisiana, Mississippi, Mis-
souri and Tennessee), 28.9 percent of the acre-
age planted in the southwestern states (Okla-
homa and Texas) and 35.4 percent in the west-
ern states (Arizona, California and New
Mexico). Deltapine’s most popular variety was
Deltapine NuCotn 33B. This variety accounted
for 8.4 percent of the United States acreage
planted.

Paymaster brand varieties were the second most
popular planted in 1999, accounting for 28.9
percent of the United States acreage. These va-
rieties accounted for 55.8 percent of the acre-
age planted in the southwestern states, 10.3 per-
cent in the southeastern states and 13.8 percent

in the south central states. The most popular Pay-
master variety was Paymaster PM 2326 RR, ac-
counting for 7.3 percent of the U.S. acreage.

Stoneville varieties were the third most popular
planted in 1999. These varieties accounted for
12.7 percent of the acreage planted. They ac-
counted for 31.7 percent of the acreage planted
in the south central states, 10.4 percent of the
acreage in the southeastern states, 3.1 percent in
the southwestern states and 4.0 percent in the
western states. The most popular Stoneville va-
riety was Stoneville BXN 47 which accounted
for 7.3 percent of the United States acreage
planted.

Sure-Grow varieties were the fourth most popu-
lar planted in 1999. These varieties accounted
for 5.5 percent of the U.S. acreage and accounted
for 7.5 percent of the southeastern states planted
acreage, 10.5 percent in the south central states,
and 4.2 percent in the western states.

CPCSD (California Planting Cotton Seed Dis-
tributors) varieties were the next most popular
and accounted for 2.9 percent of the U.S. acre-
age planted in 1999. CPCSD varieties were the
most popular planted in the western states, ac-
counting for 41.2 percent of that acreage.

Transgenic varieties, genetically engineered va-
rieties resistant to worms, herbicides or both,
accounted for about 60.4 percent of the upland
cotton planted in the United States in 1999.

U.S. Government Programs
Domestic Programs for 1996 through 2002
Upland Cotton Crops
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 legislation
in that it eliminates the provision for retiring land
from production to reduce supplies and com-
pletely disconnects farm support 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 marketplace
for agricultural commodities. AMTA also in-
cludes programs for feed grains, wheat, rice, pea-
nuts, soybeans, sugar, and dairy products. It pro-
vides minimal price support and is designed to
enable American farmers to produce for the mar-
ketplace. An enrollment period concluded on
August 1, 1996, in which farm operators and
owners voluntarily enrolled their farms in the
program 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 Pro-
gram Crops:

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
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program. There are no significant planting re-
quirements or prohibitions other than that the
land should be used for an agricultural purpose
or, if not planted, should be protected from ero-
sion. Plans previously developed for the farm
which specify certain cultural practices or which
require the installation of certain physical in-
frastructure 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 leases as
long as conservation plans for the farm are fol-
lowed.

“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.

The source of the payments and the manner of
their distribution among commodities and among
farmers is as follows:

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 was calculated at
11.63 percent, and this proportion was written
into the AMTA. Thus, in 1996, with the total
funding for MTP at $5.57 billion, upland cotton’s
share was approximately $646 million. (By con-
trast, the largest of the program crops, corn, re-
ceived 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 which will receive 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.

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 which 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 1999,
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 24-25 grams per tex, at aver-
age U.S. location) is 51.92 cents per pound, the
maximum permitted under the AMTA. The re-
sult of the domestic spot market calculation, or
85 percent of the weighted average domestic spot
market price for the 1993/94 through 1997/98
marketing years, dropping the years with the
highest and lowest average prices was 60.91
cents. The Northern Europe calculation result
was 63.88 cents, or 90 percent of the average,
for the 15-week period July 1 - October 13, 1998,
of the 5 lowest-priced growths of the growths
quoted for Middling (M) 1-3/32 inch cotton
C.I.F. Northern Europe, adjusted downward by
the average difference during the period April
15 - October 15, 1998 between Northern Eu-
rope quotations and quotations in the designated
U.S. spot markets. Thus, the 1999 loan rate 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-
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 3.00 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 3.00 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, and the program has not operated
since then.

Step 3 provides for a special import quota if the
U.S. Northern Europe price, adjusted for any
certificates issued under Step 2, exceeds the
Northern Europe price by 3.00 cents for each
week of a consecutive 10-week period. The quota
would equal 1 week’s domestic mill consump-
tion based on the seasonally adjusted average
rate for the most recent 3 months for which data
are available. This is approximately 42,000 tons
or 195,000 bales. Importers would have 90 days
to purchase and an additional 90 days to import
the cotton. Quotas established under this provi-
sion can overlap. However, a quota period es-
tablished under this provision cannot overlap a
quota period established under the limited glo-
bal import quota provision that is triggered based
on U.S. spot prices, nor can an import quota
based on U.S. spot prices overlap a quota estab-
lished under the Step 3 provision.

Between October 1995 and May 1997 a series
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of 80 consecutive weekly import quotas were
announced under authority of the Step 3 provi-
sion. During much of that extended period, po-
tential imports totaled about 5 million bales.
Approximately 800,000 bales were actually
imported under these quotas.

Legislation is pending that would provide addi-
tional funding for Step 2. If this legislation be-
comes law, the program will resume operation.
Payments will be made available after a period
of 4 consecutive weeks in which the U.S. North-
ern Europe price exceeds the Northern Europe
price by 1.25 cents. The payment rate will be
equal to the difference between the U.S. North-
ern Europe price and the Northern Europe price,
minus 1.25 cents per pound.

The pending legislation would also change the
triggering mechanism for Step 3 import quotas.
Quotas would trigger after a period of 4 con-
secutive weeks in which the U.S. Northern Eu-
rope price, adjusted for any certificates issued
under Step 2, exceeds the Northern Europe price
by 1.25 cents per pound. The adjustment of the
U.S. Northern Europe price for the value of any
Step 2 certificate would cease if the ratio of end-
ing stocks to total use for the current crop year
is projected at less than 0.16.

A limited global import quota must be estab-
lished whenever the average spot market price
for SLM 1-1/l6 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 177,000
bales of raw upland cotton (staple 35 or less)
may be imported at the “in-quota” tariff level
under the TRQ’s and 171,000 bales of extra-long
staple.

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 com-
modities such as cotton, cotton yarn, and
unfinished fabric manufactured entirely
from U.S. cotton on long-term credits to
participating countries.

To prevent P.L. 480 exports from interfer-

ing with normal commercial trade, the
United States establishes a usual market-
ing requirement (UMR) in the Title I agree-
ment, which can be waived or reduced in
cases of unusual economic difficulty. In
accepting the UMR, the participating coun-
try agrees to continue commercial purchas-
ing at levels consistent with recent trade
history. Sales of cotton under P.L. 480 are
intended to help expand world trade rather
than replace normal commercial purchases.
For fiscal year 1999, there was no cotton
was funded under the P.L. 480, Title I pro-
gram.

• 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 ob-
taining short term commercial financing by
providing credit guarantee protection
against the risk of nonpayment for both
commercial and non-commercial reasons.
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 ex-
porter or the lending institution the amounts
covered in accordance with GSM-102 regu-
lations.

Whenever the Department of Agriculture
(USDA) determines that a country is eli-
gible 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 specified
country. After such an announcement, but
before shipment, any qualified U.S. ex-
porter with a sale of a covered commodity
to the specified country must submit an
application to register its sales with the
CCC. A guarantee fee must also be submit-
ted to the CCC with the written applica-
tion. Before the application is submitted,
the exporter should first determine whether
bank financing will be available. The ex-
port 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 an-
nouncement is extended for up to three years
under GSM-102. Approvals of acceptable
applications are made up to the dollar limit
stated in the announcement. The exporter
is provided with a payment guarantee which
specifies the maximum value to be guaran-
teed by CCC. Presently, CCC generally cov-
ers 98 percent of the port value of the com-
modity plus 55 percent of the average in-

vestment rate of the most recent 52-week
Treasury Bill. Coverage is effective from
the date of export and continues in force
for the period covered. The exporter may
assign to a U.S. bank or other financial in-
stitution the proceeds payable by CCC un-
der 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 com-
modity covered by a payment guarantee, the
U.S. exporter must furnish the export in-
formation required by the GSM-102 regu-
lations.

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 non-
payment, the exporter or assignee files a
claim for the date of nonpayment.

In recent years, USDA has used the market
basket approach under the majority of GSM
programs, where no specific dollar amount
is assigned to a commodity. Registrations
are made on a first-come, first-served ba-
sis. In fiscal year 1999, the United States
announced guarantees totaling $5.1 billion
to 35 countries and regions. Sales of $279.9
million in cotton were registered in the
Andean Region, Brazil, Central America
Region, Indonesia, Korea, Mexico, and
Turkey through September 30, 1999.

• CCC Intermediate Export Credit Guaran-
tee 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 implementation 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 pur-
chases. 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 determined by a floating rate for-
mula rather than a fixed rate. Although
GSM-103 was originally intended for live-
stock, other commodities have been an-
nounced recently.

• Supplier Credit Guarantee Program

Under the Supplier Credit Guarantee Pro-
gram (SCGP), initiated by the Federal Ag-
riculture 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 export-
ers have extended directly to the importers
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for the purchase of U.S. agricultural com-
modities 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
50 percent) is guaranteed under SCGP than
under the Export Credit Guarantee Program
GSM-102 where CCC is guaranteeing for-
eign bank obligations. In fiscal year 1999,
the United States announced guarantees for
which cotton could be registered, totaling
$361 million to 20 countries and regions.
As of September 30, 1999, $74,000 of cot-
ton was registered for Mexico.

Market Development in
the United States

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,
Basel, Switzerland, Osaka, Japan; Mexico City,
Mexico, and Singapore. Overseas activities in-
clude technical servicing to mills to overcome
processing problems, introduction of new fab-
ric and machinery technology, and the presenta-
tion of color fabric trend forecasting.
Cotton Council International
Cotton Council International (CCI) is the export
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
trademark in South Korea, Japan, Taiwan, Hong
Kong, Philippines, Thailand, Columbia and
Western Europe. In addition, special projects
have been undertaken to encourage cotton con-
sumption around the world. Examples include:
foreign cotton spinner and manufacturer’s
representative’s orientation tours to the United
States; trade missions of producers, exporters
and government representatives from the United
States to consuming countries; and conferences
and seminars on cotton trade, processing, and
promotion.

ELS COTTON SITUATION
AND OUTLOOK

Overview
The U.S. ELS cotton production in 1999/2000
is forecast at 704,000 bales. Planted area totals
318,200 acres, with a yield per harvested acre
forecast at 1,093 pounds. Total 1999/2000 ELS
supply is projected at 817,000 bales.

In 1998, the ELS crop totaled 442,000 bales.
Harvested area reached 234,500 acres, indicat-
ing a relatively high abandonment rate of 28.5
percent. As a result, yields averaged 904 pounds
per harvested acre, below the 5-year average of
952.

Mill use of ELS cotton in 1998 was 147,000
bales, compared with 115,000 used in 1997. In
1999, mill consumption is projected remain
stable at 150,000 bales. With a significant in-
crease in the U.S. ELS cotton supply forecast,
U.S. exports are expected to increase from last
season’s 288,000 bales to 480,000. Based on

both domestic and foreign demand prospects,
ending stocks are forecast to increase by 91 per-
cent.
Acreage and Production
U.S. plantings of ELS cotton are estimated at
318,200 acres in 1999, down 3 percent from last
season. Acreage increases occurred in Califor-
nia only. California remains the dominant ELS
producing State with 259,000 acres, accounting
for 84 percent of the ELS acreage.

Based on October 1 conditions, the national ELS
cotton yield is forecast at 1093 pounds per har-
vested acre, up 189 pounds from 1998. Yield
forecasts are up in California, Texas and New
Mexico, but down in Arizona. California yields
are projected to be the highest at 1,149 pounds.
ELS production is forecast at 704,000 bales, up
59 percent from 1998.
Domestic Mill Use, Supply and Stocks
Total 1998 supply of ELS cotton was 519,000
bales, 13 percent less than a year earlier. With
decreased U.S. supply, exports were 288,000
bales, a decline of 35 percent from the previous
year. The major export destination was Japan,
which imported 70,000 bales representing 24
percent of the total U.S. ELS exports. The top
ten export destinations also included
Bangladesh, Indonesia, Switzerland, Pakistan,
Peru, Taiwan, Italy, and Germany, which ac-
counted for 87 percent of total ELS exports.
Domestic mill use of ELS cotton, estimated at
147,000 bales, increased significantly from the
previous season. Ending stocks on July 31, 1997,
were estimated at 65,000 bales, resulting in a
greater stocks-to-use ratio of 23.7 percent, com-
pared with 11.7 percent in 1996.

In 1999, stocks are expected to rebuild due to
increased supply and foreign competition. Do-
mestic mill use of ELS cotton is projected at
150,000 bales, equal to last season’s consump-
tion. Exports are expected to increase to 480,000
bales, 31 percent above 1998. With the expected
increase in stocks, the implied stocks-to-use ra-
tio will increase to 67 percent.

ELS (American Pima)
Market Situation

Prices
Spot quotations for American Pima cotton, grade
3, staple 46, mike 35 and above, averaged 93.43
cents per pound in the San Joaquin Valley (SJV)
during the 1998-99 season (August 1998-July
1999), down from 103.44 cents in 1997-98. In
the Desert Southwest (DSW), spot quotations
averaged 91.44 cents per pound, down from
100.44 a year earlier. August 1998 monthly av-
erage quotations were 103.76 cents per pound
in the SJV and 103.25 cents in the DSW. In gen-
eral, quotations then declined throughout the
marketing year, ending the year with a July 1999
average of 82.50 cents in the SJV and 81.25 cents
in the DSW. The highest monthly average price
in the SJV occurred in September 1998 at 104.00
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COTTON: SUPPLY AND DISAPPEARANCE, BY TYPE, 1980-1998
Year       Beginning     Production     Imports         Total            Mill                Exports     Total         Loss          Ending
               Stocks                                  Supply         Consumption              Demand                     Stocks
                  1/                        2/                                        3/                     4/                                                    5/

1,000 480-POUND NET WEIGHT BALES
ALL KINDS

1980 3,000 11,122 28 14,150 5,891 5,926 11,817 -335 2,668
1981 2,668 15,646 26 18,340 5,264 6,567 11,831 -123 6,632
1982 6,632 11,963 20 18,615 5,513 5,207 10,720 -42 7,937
1983 7,937  7,771 12 15,720 5,921 6,786 12,707 238 2,775
1984 2,775 12,982 24 15,781 5,539 6,215 11,754  -74 4,102
1985 4,102 13,432 33 17,567 6,413 1,960  8,373 -154 9,348
1986 9,348  9,731 3 19,082 7,452 6,684 14,136 -80 5,026
1987 5,026 14,760 2 19,788 7,617 6,582 14,199 -182 5,771
1988 5,771 15,411 5 21,187 7,782 6,148 13,930 165 7,092
1989 7,092 12,196 2 19,290 8,759 7,694 16,453 -163 3,000
1990  3,000 15,505 4 18,509 8,657 7,793 16,450 -285 2,344
1991 2,344 17,614 13 19,971 9,613 6,646 16,259 8 3,704
1992 3,704 16,218        1 19,923 10,250 5,201 15,451 -190 4,662
1993 4,662 16,134 6 20,802 10,418 6,862 17,280 -8 3,530
1994 3,530 19,662 20 23,212 11,198 9,402 20,600  -38 2,650
1995 2,650 17,900 408 20,958 10,647 7,675 18,322 27 2,609
1996 2,609 18,942 403 21,954 11,126 6,865 17,991 -8 3,171
1997 3,971 18,793 13 22,777 11,349 7,500 18,849 41 3,887
1998 6/ 3,887 13,918 443 18,248 10,401 4,344 14,745 -436 3,939
1999 7/ 3,939 16,430 75 20,444 10,200 5,500 15,700 44 4,700

UPLAND
1980 2,962 11,018 27 14,007 5,828 5,893 11,721 -328 2,614
1981 2,614 15,566 18 18,198 5,216 6,555 11,771 -140 6,567
1982 6,567 11,864 12 18,443 5,457 5,194 10,651 -52 7,844
1983 7,844  7,677  8 15,529 5,861 6,750 12,611 225 2,693
1984 2,693 12,852 21 15,566 5,491 6,125 11,616 74 4,024
1985 4,024 13,277 33 17,334 6,338 1,855 8,193 -148 9,289
1986 9,289 9,525 3 18,817 7,385 6,570 13,955 -80 4,942
1987 4,942 14,475 2 19,419 7,565 6,345 13,910 -209 5,718
1988 5,718 15,077 5 20,800 7,711 5,883 13,594 180 7,026
1989 7,026 11,504  2 18,532 8,686 7,242 15,928 -194 2,793
1990 2,798 15,147 4 17,949 8,592 7,378 15,970 -283 2,262
1991 2,262 17,216 13 19,491 9,548 6,348 15,896 12 3,583
1992 3,583 15,710 1 19,295 10,190 4,869 15,059 -221 4,456
1993 4,456 15,764 6 20,226 10,346 6,555 16,901 22 3,303
1994 3,303 19,324 18 22,645 11,109 8,978 20,087  -30 2,588
1995 2,588 17,532 400 20,520 10,538 7,375 17,913 64 2,543
1996  2,543 18,413 403 21,359 11,020 6,399 17,419 20 3,120
1997 3,920 18,245 13 22,178 11,234 7,060 18,294 62 3,822
1998 6/ 3,822 13,476 431 17,729 10,254 4,056 14,310 -417 3,836
1999 7/ 3,836 15,726 65 19,627 10,050 5,020 15,070 54 4,503

EXTRA-LONG STAPLE
1980 38 104 1 143 63 33 96 -7 54
1981 54 80 8 142 48 12 60 17 65
1982 65 99 8 172 56 13 69 10 93
1983 93 95 4 192 67 36 103 -7 82
1984 82 130 3 215 49 90 139 2 78
1985 78 155 0 233 61 105 166 -8 59
1986 59 206 0 265 67 114 181 0 84
1987 84 285 0 369 52 237 289 27 53
1988 53 334 0 387 71 265 336 -15 66
1989 66 692 0 758 73 452 525 31 202
1990 202 358 0 560 65 415 480 -2 82
1991 82 398 0 480 65 298 363 -4 121
1992 121 508 0 629 60 332 392  31 206
1993 206 370 0 576 72 307 379 -30 227
1994 227 338 2 567 89 424 513 -8 62
1995 62 368 8 438 109 300 409 -37 66
1996 66 529 0 595 106 466 572 -28 51
1997 51 548 0 599 115 440 555 -21 65
1998 6/ 65 442 12 519 147 288 435 -19 103
1999 7/ 103 704 10 817 150 480 630 -10 197

1/ Compiled from Bureau of the Census data and adjusted to an August 1 480-pound net weight basis.  Excludes preseason ginnings.    2/ Includes
preseason ginnings.  3/ Totals made from unrounded data.  4/ Adjusted to August 1-July 31 marketing year.  5/ Difference between ending stocks based
on census data and preceding season’s supply less disappearance.  For supply less disappearance.  For upland cotton, this difference primarily reflects
an increase of an estimated one percent in average bale weights due to moisture absorption once cotton is ginned and begins to flow through marketing
channels.  Additional moisture is absorbed by cotton moving in export channels. For ELS cotton, this difference reflects in part, reporting  discrepancies
for stocks, mill consumption and exports.  6/ Estimate.  7/ Forecast.
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MANMADE FIBERS: U.S. CONSUMPTION, 1980-1998
Year Cellulosic Noncellulosic Total

                -----million pounds-----
1980 740.7 8,019.4 8,760.1
1981 714.3 7,989.2 8,703.5
1982 522.1 6,253.1 6,775.2
1983 598.6 7,585.5 8,184.1
1984 587.9 7,378.2 7,966.1
1985 545.6 7,679.9 8,225.5
1986 608.3 8,044.4 8,652.7
1987 585.6 8,480.1 9,065.7
1988 612.4 8,595.0 9,207.9
1989 600.8 8,616.8 9,217.6
1990 598.9 8,448.1 9,047.0
1991 556.5 8,535.7 9,092.2
1992 557.7 9,173.2 9,730.9
1993 594.4 9,566.2                       10,160.6
1994 519.9              10,217.6                       10,737.5
1995 481.2 9,832.7                       10,313.9
1996 456.1              10,053.3                       10,509.4
1997 427.5              10,675.3                       11,102.8
1998 365.7              10,803.8                       11,169.5

Compiled by Economic Research Service, USDA, from Fiber
Organon and Bureau of the Census data.

cents per pound. Producers participating in the
program are eligible for loans on their entire pro-
duction. 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 Agri-
culture.

Loans are nonrecourse, i.e., forfeiture of the
pledged cotton to the Commodity Credit Corpo-
ration (CCC) constitutes payment of the loan in
full, regardless of the current market value of the
cotton. The loan rate must be announced on or
before December 1 of the year preceding the mar-
keting year for which it is to be effective. The loan
rate for the 1999 crop of ELS cotton is 79.65 cents
per pound, the maximum permitted under AMTA.

The legislation gives CCC the authority to sell ELS
cotton for unrestricted use at price levels deter-
mined appropriate by the Secretary of Agriculture
to maintain and expand domestic and export mar-
kets. The announced CCC sales policy set the mini-
mum sales price at the highest price offered, but
not less than the market price, as determined by
CCC. There was no ELS cotton in CCC inventory
as of September 1, 1999.

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 cot-
ton may be grown on any farm without restric-
tion, and producers are eligible for marketing as-
sistance loans on all ELS cotton produced on par-
ticipating farms.

U Z B E K I S TA N
INTRODUCTION

Uzbekistan lies in the hinterland of the Asian con-
tinent south of the Aral Sea, between the rivers
Amu-Darya and Syr-Darya. With its mild winters,
dry and hot summers, and fertile irrigated lands
Uzbekistan is ideally suited for producing cotton.

The history of cotton cultivation in what is now
Uzbekistan goes back over 2000 years. Cotton
production has always been our country’s leading
industry as well as the mainstay of its agriculture
and a social factor of tremendous importance as a
major source of employment. Today, the cotton
industry is the most dynamic branch of
Uzbekistan’s economy.

“For Uzbekistan, cotton is an embodiment of po-
litical and economic viability, a guarantee of the
Republic’s independence,” writes President I. A.
Karimov in his book Uzbekistan on the Path of
Radical Economic Reform. Uzbekistan owes its
success in avoiding a production collapse, stabi-
lizing its economy and decisively embarking upon
all-out economic development in large measure
to cotton production and export sales.

COTTON FIBER PRODUCTION
Over the last seven decades, cotton produc-
tion increases have been achieved, by and
large, through massive planted area expansion
in the Syr-Darya, Jizak and Surkhan-Darya re-

gions (Golodnaya, Karshin and Sherabad Prai-
ries) and yield improvements.

The cotton farmers of the Fergana Valley,
Bukhara, Surkhan-Darya and Khorezm regions
regularly achieve yields of 30 (100-kg) hundred-



COUNTRY REPORTS                                                                                                                                                               105

weights or more of raw cotton per hectare, while
the most successful of them harvest 35 to 40
hundredweights from a hectare.

In the south of the Republic, in the Surkhan-
Darya and Kashka-Darya regions, particularly
valuable long-staple cotton varieties are culti-
vated, with the acreage directly dependent on
fiber consumer demand.

In recent years, cotton has never accounted for
more than 45 percent of the total irrigated
plantings, while from 1970 to 1990 its share
amounted to upwards of 70 percent. For the near
term (up to the year 2010), there are no plans to
boost the overall volume of raw cotton produc-
tion from the current 4 million metric tons per
year.

Cotton is grown in all 12 administrative regions
of Uzbekistan and in the Republic of
Karakalpakstan.

Since 1991, cotton production figures have
plummeted due largely to a reduction in the acre-
age planted to cotton rather than to lower yields
or dwindling world demand. Since 1996, cotton
acreage has stabilized at a level of 1.5 million
hectares. This year, a small boost in cotton pro-
duction volume is expected to 1.08 million met-
ric tons compared to 1 million tons produced
the previous year. Last season’s low production
volume and poor yield (650 kg/ha) could be at-
tributed to uncommonly severe weather condi-
tions during both the planting and harvesting
periods. This year, the yield is expected to in-
crease to 720 kg/ha in spite of unfavorable
weather during the planting period that forced a
replanting.

At the same time, the relatively low domestic
cotton consumption has little functional effect
on the production dynamics in Uzbekistan.

This year, 8.6 million hectares were planted to
long-staple cotton varieties with the objective
of producing 10,000 metric tons of fiber. Next
year, the acreage under long-staple cotton will
nearly double to 16 million hectares.

INTERNAL CONSUMPTION OF
COTTON FIBER

Uzbekistan is in the midst of setting up a cot-
ton-processing sector for its textile industry. For
a country annually producing in excess of 1 mil-
lion metric tons of cotton, consumption at a level
of less than 200,000 metric tons is not nearly
enough. Special emphasis is made on attracting
investments into the textile industry. Currently,
there are several textile plants partially owned,
to varying degrees, by foreign companies, such
as Daewoo Textile and Kabul Textile of South
Korea, Papfen of Turkey, etc. Their contribu-
tion has significantly stimulated internal de-
mand, boosted the quality of domestically pro-
duced textiles and improved their competitive-
ness in the world market, thereby enhancing the
Republic’s export earnings. The products of

these plants, equipped with modern machinery
capable of producing high-quality textiles, are
sold for freely convertible currency at the level

of world prices. The invasion of the European
market by high-quality Uzbek yarns has been
particularly noteworthy.
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Last season, internal consumption was estimated
at 150,000 metric tons, with partially foreign-
owned plants accounting for more than 30 per-
cent of the total. This year, according to plan,
internal consumption will be boosted to 170,000
metric tons primarily through increased produc-
tion at existing plants modernized with foreign
capital.

Last season, long-staple cotton consumption was
estimated at 5,200 metric tons; during the 1999/
00 season, it is expected to rise to 7,400 metric
tons.

EXPORTS
Constant improvements in the marketing mecha-
nism and development of the marketing infra-
structure have been behind a major expansion
of the geographical boundaries of Uzbek cotton
exports. As the Uzbek exporting companies
gained in efficiency and experience, their at-
tempts to streamline the shipping schedules and
improve quality controls have been meeting with
increasing success. We have every reason to be
upbeat; within a scant few years, Uzbekistan has
become a far more stable and reliable cotton
supplier.

In the last season, the export volume was esti-
mated at 830,000 metric tons, somewhat less
than in previous years due to reduced produc-
tion. With projected production increases, the
export volume is expected to rise to 900,000
metric tons.

The export policy of this season is distinguished
by virtue of a reduced emphasis on high advance
payments, more strenuous attempts to develop
uniform pricing and contracting procedures, set-
ting up reliable pre-shipping inspections, and
achieving increased penetration of new markets.
Significant progress has been reported in devel-
oping a system for partially financing cotton
exports through the state banks.

COTTON RESEARCH AND
DEVELOPMENT

Implementation of improved farming techniques,
the latest in research products and advanced
practices borrowed from the leading cotton
countries of the world are the hallmarks of the
cotton industry of Uzbekistan at the present stage
of its development.

Much attention is paid to the task of further im-
proving soil fertility by use of cotton-alfalfa crop
rotation. In recent years, crop rotation systems
have been used alternating cotton with cereal
crops and corn; soybean plantings have been
increased inasmuch as no crops are as good as
the legumes for improving soil fertility.

More efficient fertilizer application schedules
on the basis of agrochemical charts are an im-
portant source of cotton yield improvement.

The internationally accepted principles of cot-
ton fiber classification are being actively intro-

duced in Uzbekistan. Since 1993, a new national
standard, RST Uz 604-93, has been in force;
under its provisions, standard fiber samples in
terms of varieties and classes and a quality-based
pricing system have been developed. The cotton
associations and the leading companies domi-
nating the world cotton market have accepted
our new standards.

Last July, the Ministry of External Economic
Relations of Uzbekistan in cooperation with the
Sifat Center submitted samples of Uzbek long-
staple cotton to the Liverpool Cotton Associa-
tion. A commission of experts inspected the
samples and ruled that they can be accepted as
the standards of Uzbek long-staple cotton. Thus,
any disputes relating to the quality of the long-

staple cotton exported by Uzbekistan can now
be unambiguously resolved.

Uzbekistan, as all other countries of the former
Soviet Union, uses a peculiar system of cotton
classification that starts at the raw cotton stage.
During harvesting, raw cotton is separated into
classes. Thus, raw cotton delivered to the gins
is pre-classified in terms of quality (color, level
of impurities, etc.). The Uzbek Cotton Fiber
Certification Center (Sifat) runs a network of
regional laboratories that provide for reliable
inspection of the entire volume of exported cot-
ton prior to shipment. Thanks to World Bank
investments, all regional laboratories are
equipped with HVI cotton fiber quality evalua-
tion systems, which produce, in a very short time,



COUNTRY REPORTS                                                                                                                                                               107

fiber quality information expressed in interna-
tional units.

Modernization of the cotton harvesting equip-
ment is likewise given pride of place. This year,
cotton pickers made by U.S. Case Co. have
joined the lineup of domestically produced har-
vesters. It is expected that over 455,000 metric
tons of 1999 cotton will be harvested mechani-
cally and 3.5 million metric tons picked by hand,
providing for its high quality.

According to plan, modern ginning equipment
will be introduced capable of processing large
volumes of raw cotton within a short period of
time (five to six months). The latest technolo-
gies will be instrumental in substantially improv-
ing the quality of the fiber while reducing intra-
bale damage. Modernization will also open up
broad new vistas in terms of classification and
certification of the end products down to the level
of individual bales; help develop republican ter-
minals; and improve Uzbek suppliers’ flexibil-
ity in meeting the terms and conditions of ex-
port contracts.

The future of the cotton industry in terms of in-
creased production and improved quality is di-
rectly dependent on advances in cotton plant
breeding and seed production. Uzbekistan’s
plant breeders have achieved major successes
in developing highly productive and early ma-
turing varieties well adapted to local conditions.

There are 19 cotton varieties cultivated in
Uzbekistan; most of the cotton acreage is planted
to such varieties as Fergana-3, Bukhara-6, An-
Bayaout-2, Namangan-77, C-6524 and C-4727.
Much of the cotton produced in Uzbekistan be-
longs to the medium-staple varieties, with the
most widespread type IV and type V cultivars
accounting for 96 percent of the total crop.

Z I M B A B W E

THE ECONOMY
Zimbabwe’s economy continues to be in dire
straits with all the key economic indicators such
as inflation, interest rates, foreign and domestic
debt and the budget deficit worsening during the
course of 1999. Growth is expected to be very
marginal, indicating that the economy is
underperforming and is in danger of entering a
deep recession.

The financial sector is not performing any bet-
ter with a sharp decline in the value of the local
currency and runaway inflation. The negative
aspects of the economy have had a profound
impact on real household incomes, growth, com-
pany profitability and employment, which in turn
has sharply impacted on the demand for textile
goods.

Exchange Rate
The exchange rate fell to a record low of Z$45
to US$1 in early 1999 but stabilized thereafter
to around Z$38 to US$1 for most of the year
following the intervention of the Reserve Bank
of Zimbabwe. This resulted in a 25% apprecia-
tion in real terms. The government has now com-
mitted itself to a market-determined exchange
rate that will continue to be under severe pres-
sure from the high inflation and large budget
deficit.
Growth
The GDP growth that was estimated at 2.5% in
1998 has slowed down considerably in 1999 to
less than 1% as a result of falling output in all
productive sectors, including agriculture.

Real Gross Domestic Product (GDP) is esti-

mated to have grown by an average of 2.2% an-
nually during the 1990s, against a population
growth of 3.1% per year. As a result, GDP has
decreased by 8% over this period.

Agriculture contributes 25% to GDP and its
growth increased significantly, by 5%, last year
only to decline sharply this year to 2%, mainly
due to a reduced tobacco harvest.
Inflation
There are strong inflationary pressures at work
in the economy, which are spearheaded by the
exchange rate depreciation and higher imports.
The inflation rate currently stands at 70% but is
forecast to lower to around 30% by the turn of
the century. The high inflation rate is adversely
affecting farm viability due to ever increasing
input costs.
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Interest Rates
Nominal interest rates continue to rise in con-
junction with rising inflation. Real interest rates,
however, remain negative but improvements are
forecast in the first quarter of the year 2000.
Terms of Trade
The deterioration of the terms of trade can be
attributed to commodity price weakness includ-
ing cotton, with no recovery in sight.
Fiscal Policy
The 1999 budget deficit is estimated at Z$20
billion or 12% of GDP. The government is com-
mitted to reducing the budget deficit through a
reduction in inflation, the privatization of loss-
making government companies (parastatals) and
the general curbing of capital projects.
Farmers Viability
Zimbabwe cotton growers are reeling under high
interest rates of about 60% and the high cost of
inputs as a result of an official inflation of nearly
70%. Taking this scenario and the prevailing de-
pressed cotton prices, cotton growing is, in many
instances, not viable under these circumstances.
Yields are generally low and efforts to increase
yields will help the viability of growing cotton.
However, higher yielding varieties will only be
available in the medium to long term and as such
will not help the immediate viability crisis. Re-
duced import tariffs on inputs for cotton grow-
ing is an immediate target for improving viabil-
ity.

The Commercial Cotton Growers Association
has recently published a “Best Management
Practices Manual” in an extension effort to help
growers with viability. Improved research un-
der a new industry research initiative is a posi-
tive sign for the future.

REVIEW OF THE
1998/99 SEASON

Planting seed sales were 15% higher than the
preceding year, and there was great expectation
of a bumper harvest. However, the season was
characterized by excessive rains that in certain
areas were almost double than the normal an-
nual rainfall. Hot areas in the southeast and
northern areas benefited from this precipitation
and yields were generally satisfactory. Large-
scale commercial areas in the cooler central ar-
eas experienced a decline in yield to as little as
800-1200 kg/ha. (up to 55% less). The sharp
increase in input costs has adversely affected
farm viability.

The variable cost for growing cotton has risen
in the small-scale sector from Z$3,500/ha in
1998 to Z$6,500/ha in 1999, and from Z$12,500
to Z$16,500/ha in the large-scale sector due to
sharp increases in the cost of fertilizers, imported
implements, chemicals and labor. The increased
costs of labor have forced some commercial
farmers to consider the machine picking option

and a cotton variety suitable for machine pick-
ing is being developed.

All ginning companies in one way or another
participated in the provision of inputs such as
fertilizers and chemicals as well as cash to grow-
ers to the tune of Z$500 million. The inputs pro-
gram, in most instances, was characterized by
concessionary interest rates against cash loans
and inputs. The costs associated with the above
are borne by the ginning companies to encour-
age and maintain production.
Intake
The cotton intake season is from March to Au-
gust each year. This year’s intake reached
298,000 tons compared to 274,000 tons in 1998,
well above expectations given the very wet sea-
son. The small-scale sector contributed 70% of
the crop whilst the remaining 30% came from
the large scale commercial sector. Competition
was very stiff with all three ginning companies
competing for the crop through incentives such
as producer prices, superior customer care and
prompt producer payment.

There was a marked increase in the quality of
cotton purchased compared to the previous sea-
son.
Producer Prices
Producer prices payable by all companies were
directly derived from world market prices, which
fell to below US50 cents/lb. during the crop in-
take period.

However due to high inflation and the collapse
of the exchange rate the crop purchase price rose
to an average of Z$15/kg compared to Z$11/kg
in the preceding season.
Cotton Industry Environment
The cotton industry, except for research, is now
fully liberalized, with all government controls
eliminated. Currently growers have a choice on
what variety to plant and where to market their
crop. Toll-ginning is available to interested
grower groups.

In order to ensure conformance to grading stan-
dards and to conduct arbitrations as well as to
promote the interests of the cotton industry, an
independent Cotton Council embracing all play-
ers has been formed and is functioning well.
Research
All ginning companies have called upon gov-
ernment to relinquish its control on research and
allow its privatization. This follows the failure
by the government to adequately fund research
activities. Industry players have resolved to set
up a privately owned, well-funded research trust,
should there be no progress on the above pro-
posal.
Land
The land issue continues to dominate the eco-
nomic, social and political structure of the coun-
try. The government is committed to equitable

land distribution through a willing buyer/seller
arrangement but the exercise is slow due to fi-
nancial constraints and not to the unavailability
of land.

The establishment of the National Economic
Consultative Forum is intended to enable all
stakeholders to work closely together to avoid
the unfortunate scenario of mass designation,
which in the past has caused panic and affected
investor confidence. It is hoped the exercise will
be implemented fully and fairly as soon as the
economic climate improves.
Varieties
Zimbabwe’s cotton is well known for its unifor-
mity in terms of fiber characteristics and all play-
ers have agreed that the number of varieties
should be reduced to two or three only. The num-
ber of varieties has been reduced from as many
as 12 a few years ago to only 6 this season.
Cotton Pests
The major cotton pests in Zimbabwe are boll-
worms and red spider mites.

At present, efforts are underway to control pests
through genetic engineering (Bt). A new seed
company, Quton, will spearhead this effort in
conjunction with technology providers. How-
ever, the embracing of biotechnology will be
done with great caution taking cognizance of the
experience of countries that have adopted it.
Ginning Facilities
The country has four ginning companies oper-
ating twelve gins and two have Export Process-
ing Zone (EPZ) status. The advantages of EPZ
status is that gins are regarded as external enti-
ties and they benefit from favorable financial
conditions, i.e. tax concessions, etc.

There is one roller-gin with a capacity to gin
15,000 tons per year. In all, the twelve gins have
a total annual seedcotton ginning capacity of
375,000 tons. At present, production is not suf-
ficient to fill the ginning capacity.
Marketing
Over 98% of the total Zimbabwean cotton crop
is hand picked and handled elaborately to en-
sure lint of the highest quality as required and
specified by a small but discerning clientele.
About 70% of the country’s production is ex-
ported to Europe, the Far East and South Africa,
whilst the local textile industry consumes the
remaining 30%.

Cottonseed is all consumed locally by oil
expressors and stock feed manufacturers.
Extension and Training
All stakeholders are involved in extension in one
way or another with ginning companies as well
as fertilizer and chemical companies offering
free extension. The Commercial Cotton Grow-
ers Association established a Cotton Training
Centre that offers short-term courses in cotton
scouting, picking, pest management and produc-
tion for the country and the region.



COUNTRY REPORTS                                                                                                                                                               109

Zimbabwe:
Economic Indicators

1996 1997 1998f 1999f 2000f
GDP current prices
Z$ bns 84.8 99.7 131.0 165.0 205.0
US$ bns 8.4 8.0 6.4 6.2 6.8
Growth rate (% p.a)
Z$ bns 37.2 17.7 31.5 26 24.0
US$ bns
GDP Constant Prices
Z$ bns (1990 prices) 23.8 24.6 25.0 25.6 26.5
Growth rate
(% p.a) 7.3 3.2 1.75 2.5 3.5
Population 11.9 12.3 12.7 13.1 13.5
GDP per capita current prices
Z$s 7119 8113 10315 12600 15185
US$ 705 650 505 475 505
GDP per capita constant prices
Z$ 2000 2000 1970 1950 1960
Consumer inflation
% p.a 21.7 18.9 29.5 23.0 20.0
Producer inflation
% p.a 17.2 12.3 24.0 18.0 14.0
Average rate of wage increases
% p.a 33.1 21.1 33.5 30.0 25.0
Value of large-scale agricultural production
Z$ bns 13.6 14.5 18.9 23.5 28.5
US$ bns 1.4 1.2 0.92 0.89 0.95
Industrial output volume index
(1990 = 100) 84 87 85 82 86
Mining output value:
Z$ billions 6.1 6.4 8.0 10.0 12.0
US$ millions 600 510 390 380 400
Employment ('000) 1275 1305 1290 1275 1300
Exchange rate annual average
Z$ US$ 10.1 12.5 20.5 26.5 30.0
Trade weighted index
(1995 = 100) end year 94.7 58.5 44.0 34.0 29.0
Exports
US$ millions 2500 2480 2000 2200 2500
Imports
US$ bns 2250 2690 2300 2000 2300
Current account
US$ millions -180 -800 -600 -200 -300
f = forecast

Source : Central Statistical Office, Harare. World Bank, Economist Intelligence Unit, Reserve Bank of Zimbabwe and own estimates
USA.XLS
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The small-scale farmers’ union (Zimbabwe
Farmers Union) also promotes and runs techni-
cal study groups.
Seed Production
Seed certification is controlled by the govern-
ment through a Seed Services Unit of the De-
partment of Research and Specialist Services.

Currently there is only one privately owned seed
processing plant in the country and all stake-
holders have been invited to participate or ac-
quire an interest in this company to avoid frag-
mentation in seed production. Seed multiplica-
tion is done by selected farmers in conjunction
with cotton breeding programs at the govern-
ment run Cotton Research Institute.

Prospects
The cotton industry in Zimbabwe is undergoing
a period of transformation characterized by the
following:

• The liberalization of the industry will see
more players entering the industry on the
marketing side to take advantage of excess

ginning capacity. At present, any export-ori-
ented enterprise in Zimbabwe is highly at-
tractive for new entrants.

• Commercial farmers will reduce cotton
plantings due to reduced viability and the
depressed world prices, and plant alterna-
tive crops such as maize and/or soybeans.

• Small scale farmers will increase their cot-
ton plantings for the 1999/00 season largely
due to the absence of alternative crops in
their relatively arid environment, where al-
ternative cropping is not an option.

• The introduction of biotechnology is likely
to increase cotton yields and viability con-
siderably and attract new entrants in the in-
dustry in the long term, which will attract
commercial farmers back into cotton pro-
duction.

• Land distribution will see a reduction in the
large-scale sector while there will be a sharp
increase in cotton production in the small-
scale sector.

• The performance of Zimbabwe’s economy
will have a large bearing on future pros-
pects for cotton production, in particular the
government’s macroeconomic policies on
interest and exchange rates.

Plantings
1999/00 Season

Recent indications from commercial cotton
growers in Zimbabwe indicate that the forecasted
plantings within their sector for 1999/00 will be
between 25% to 30% lower than the previous
season. Commercial production accounts for
30% of the national crop. Many growers have
either reduced area or in some cases, moved out
of cotton production completely due to viability
problems.

In contrast, indications are that the small-scale
grower sector will increase area under cotton
due to fewer cropping options and given that
crop production is mainly under dryland condi-
tions. This increase will compensate to a cer-
tain extent the reduction in commercial
plantings.

*****
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COUNTRY REPORTS FROM NON-MEMBER
GOVERNMENTS ON THE COTTON SITUATION

C H I N A  ( M A I N L A N D )
Rongxiang Ding*, China National Textile Imp/Exp Corp, Chinatex Memphis Office, TN, USA

I am honored to have been invited to attend this
meeting and would like to take the opportunity
to share some information with you about China
(Mainland)’s cotton industry.

As you all know, the supply of cotton in China
largely exceeds the demand because of three rea-
sons.

• The exorbitant domestic cotton price has
caused the cost to be so high that consump-
tion has decreased accordingly.

• The Chinese government is closing down
some obsolete spindles.

• Exports of Chinese textiles witnessed a
sharp decline because of currency devalua-
tions in Southeast Asian countries since the
Asian turmoil in 1997, and strong compe-
tition of yarns and fabrics exported from
India and Pakistan.

After a weak 1998, the Chinese textile market
began to recover during the first half of 1999:

• The output of yarns increased every month.

• The production sales profit rate increased
continuously.

• The average sales profit rate was valued at
11.13%.

• Compared to the same period last year, sales
revenue of state owned cotton mills in-
creased by 9.3%.

• The production and sales rate reached
98.2%, an increase of 9.7%.

• Exports of yarn and fabrics increased by
19.2% and 6.7%, respectively.

The present situation of the textile market and
the profit of textile enterprises are obviously tak-
ing a turn for the better. At the same time, attrib-
uted to the crack down on smuggling and to trade
regulations, the supply and demand of chemical
fiber will see a better future. Compared to Au-
gust 1998, the price of polyester increased by
28%. Poly staple fiber increased by 26.6% and
poly filament yarn by 14%. Currently, the price
of polyester has reached 11,500 RMB/ton
(US$1,390). Most of the state owned textile en-
terprises have begun to make a profit.

In my opinion, the situation of supply exceed-
ing demand and the stock situation will soon turn
to moderate.

As of 1999, the following has happened in
China:

• Cotton-planting area was 9.14 million acres.
Since southern cotton producing areas such
as Jiangsu, Anhui and others were affected
by flood, and northern areas such as Hebei,
Shandong and others were affected by
drought, output was greatly decreased com-
pared to last year and is estimated at 3.9
million tons. Grades are also lower; most
are middling and strict low middling. Gen-

erally, therefore, China will be in short sup-
ply of high-grade cotton this year.

• Under the government’s strict administra-
tion, the contamination of cotton was well
controlled.

• Starting this year, the government will nei-
ther be responsible for the purchase of cot-
ton, nor bear any loss. Farmers and cotton
enterprises will decide the price and take
risks themselves. This year’s low price and
poor profit will greatly hurt farmers’ enthu-
siasm in planting cotton. Estimated plant-
ing area for the coming year is 7.57 million
acres.

• Starting this year, the government has fur-
ther restricted the import of cotton yarns
and fabrics. It is estimated that in the com-
ing two years imports of cotton yarn and
fabrics will be greatly reduced and the re-
covery of polyester prices will increase cot-
ton consumption.

• Starting this year, the Chinese government
has adjusted the export drawback rate to
stimulate exports. The export drawback rate
for general goods increased from 11% to
15%. This policy effectively expanded tex-
tile exports as well as increased the demand
of cotton. In short, cotton output will be only
slightly lower than consumption in 1999 but
China still has sufficient stocks. China is
planing to export some cotton if the market
price is at a reasonable level.

* The points of view stated above represent my personal opinion only and should be used just for reference.

V I E T N A M
Nguyen Huu Binh, Vietnam Cotton Company, Vietnam

Hoang Ngoc Binh, Nha Ho Cotton Research Center, Vietnam

INTRODUCTION
The Vietnam Cotton Company (VCC) is a state-
owned company belonging to the Vietnam Na-
tional Textile-Garment Corporation
(VINATEX), Ministry of Industry. Its main ac-
tivities are to

• Study cotton economics and techniques for
the development of cotton production.

• Organize extension services and technology
transfer for cotton growers.

• Cotton processing and trading.

• Import-export cotton, agricultural materi-
als, and machinery for cotton production
and processing.

PRIORITIES AND COTTON FIBER
REQUIREMENTS FOR DOMESTIC

TEXTILE INDUSTRY
The Government of Vietnam has made special
efforts to promote cotton production to create a
self-sufficient textile industry. The new policy
has encouraged the expansion of cotton areas
and additional benefits for cotton growers.
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At present, the raw cotton yearly requirements
reached 60,000 to 70,000 tons. However,
Vietnam’s cotton production capacity is only
10% of the amount needed to satisfy the demand
of the textile industry in quality.

According to the textile industry’s development
plan for the next ten years, at an average yearly
growing rate of 14%, cotton fiber requirements
would be as shown in the table below.
Natural Conditions of Major
Cotton Growing Regions
At present, cotton in Vietnam is produced mainly
in the southeastern (7,000 ha), central highland
(10,000 ha), and central coastal (3,0000 ha) re-
gions, with a productivity of about 1 ton/ha.

• Climate

The climate is humid tropic with distinct
rainy and dry seasons. The rainy season
prolongs from May to October and is suit-
able for growing rainfed cotton (sowing in
July and harvesting in December-January)
and other crops during the wet season.

• Soil

The soil in the three regions consists of

• Alluvial soil (10%) with coarse to mod-
erately coarse texture and well drained.

• Deep clayed black soil (30%) that
shrinks when dry and tends to expand
when wet, suitable for cotton growing
if managed properly.

• Red soil of basaltic origin (60%) with

clayed loam texture, moderately deep,
free drainage and slightly acid. Basaltic
soils are known to be the best soils for
growing cotton. They are fertile and
good for incorporating other crops in the
existing crop system.

COTTON PRODUCTION IN
RECENT YEARS AND PLANS

FOR DEVELOPMENT
The cotton-growing season in Vietnam is prob-
lematic. The only advantage is that cotton does
not have to be irrigated so it can be grown in a
different topography. However, the disadvan-
tages are many:

• Heavy cloudy conditions cause excessive
vegetative growth.

• Frequent rains flush off nutrients. Some-
times, lack of rain late in the season causes
bolls to rot affecting fiber quality.

• The combination of high humidity and high
temperatures causes heat stress, shedding
of cotton buds, and creates conditions con-
ducive to pest and diseases.

The cotton plant is resistant to high tempera-
tures, but optimal yields cannot be achieved
when hot humid conditions, heavy cloudiness
and excess moisture prevail. These are the con-
ditions existing in Vietnam during the months
of May through October, making it difficult to
obtain good quantity and quality yields. How-

ever, of the 40,000 cotton growers in Vietnam,
20% have obtained a yield of more than 2 tons/
ha.

At present, more than 90% of the area is cov-
ered by hybrid cotton.

Plan for Cotton Development to 2010
The government has recently launched an im-
portant policy for cotton development as a main
crop to encourage raw material self-sufficiency
for the domestic textile industry. At the same
time, some government and foreign projects have
invested in cotton production and processing,
and training of extension workers and farmers
is carried out by organizations such as AFD,
FAO/IPM. Also, extension funds from the gov-
ernment are used for transfer of new technolo-
gies and demonstration fields. In addition to tech-
nological assistance to farmers, the VCC will
continue to apply some essential policies to pro-
mote cotton production, such as investments in
seed, fertilizers and pesticides, guaranteed price
of seed cotton issued before the crop season, and
others. These policies and projects are very im-
portant to support the cotton development tar-
get shown in the table on the next page.

Cotton Research Achievements and
Plan for Future Years

Determination of Growing Season
Based on a study and survey of cotton pests and
natural enemies in different cotton growing re-
gions, carried out for many years, we have found
that cotton grown during the rainy season avoids
pests better than cotton grown in the dry season.
Due to the abundance of natural enemies (more
than 120 species), especially Trichogramma
spp., Eocathenoca furcelrata, predator spiders
and Coccinella spp., and diseases caused by the
nuclear polyhedrosis virus (NPV), cotton is best
grown and developed during wet weather con-
ditions and harvested during dry conditions.
Under rainfed conditions, lands with a different
topography can be used for cultivation, there-
fore, rainfed cotton areas have expanded rap-
idly and will continue to do so in the future.
Cotton Breeding
Released new varieties of high yielding cotton,
tolerant to insect pests and diseases, with high
adaptability and good fiber quality are the tar-
get of cotton breeding. Many traditional and
hybrid varieties were introduced to farmers,
among them:

• TM1: Highly resistant to jassid, wide adapt-
ability to different agroecosystems.

• C118, D16-2: High yielding and GOT and
suitable under extensive cultivation.

• L18, VN20: High yielding hybrid variety,
highly resistant to jassid, wide adaptabil-
ity, good fiber quality and suitable for ex-
tensive cultivation.

Some Characteristics of Cotton Fiber Produced in Vietnam
Length*
(mm)

Strength**
(g/tex)

Micronaire
(M)

Maturity
(%)

Uniform
(%)

Mixed
matter (%)

Moisture
(%)

27-30 18 - 20 4 - 4.5 >85 46 - 50 2 - 2.5 8-10

- Measure by:     * fibrograph,      ** Stelometer

Cotton Fiber Requirements
Year

Item
2000 2005 2010

Cloth (mill. m) 600.0 1,000.0 1,500.0

Cotton fiber (tons)  105,000.0   164,000.0  136,000.0

Climate
Region Temperature

Min. - Max.
Annual

Rainfall (mm)
Average

Sunshine (h)
RH
(%)

Southeastern 21  -  31 2,185 5.9 84

Central Highland 21  -  29 1,712 6.6 82

Central Coastal 19  -  36    796 7.6 76
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In future years, cotton breeding will use biotech-
nology and MS and CMS techniques to produce
hybrid seed. Transgenic technology to produce
high yielding cotton, with good fiber quality and
resistant to insect pests is being studied.
Plant Protection
Before 1985, plant protection was dependent on
chemical insecticides and the number of sprays
reached 15-20 per season. However, pests could
not be controlled, particularly the cotton boll-
worm Helicoverpa armigera. Cotton production
in Vietnam was on the verge of bankruptcy. Thus,
the study of insect ecology and characteristics
of harmful and beneficial insects and their rela-
tionship in nature was emphasized to show that
the population of parasites and natural enemies
is abundant and able to control pests. In 1985,
an integrated pest management (IPM) program
was started based on the protection and diversi-
fication of natural enemies; the use of bioagents
(NPV and Bt); the restriction of chemical in-
secticides to control insect pests; and the use of
jassid resistant varieties treated with sistemic
insecticides (imidacloprid) to delay the first
chemical spray up to 80 days after sowing. The
IPM program will be carefully reviewed to im-
prove and complete efforts to reduce environ-
mental pollution and economical effects in cot-
ton production for the future. In this program,
consideration will be given to Bt transgenic and
herbicide resistant cotton.
Agronomy and Physiology
Studies were carried out and succeeded in de-
termining crops suitable for intercropping and
rotation with cotton, cultural practices such as
fertilizer application methods, plant population,
etc.

Studies were conducted on the application of
growth regulators to reduce square shedding,
improve harvest index, increase plant popula-
tion per unit of land and create plant resistance
to adverse environmental conditions.

Factors affecting fiber quality also were care-
fully studied, e.g., application of nutrients
(through soil and leaves) during growth periods,
how to reduce rotten bolls, and methods of plant
protection late in the season.

Cotton Production in Vietnam 1996-1998
Character Total Southeastern Central Coastal Central Highland
Area (ha)

1996 10,774 7,133 2,228 1,413

1997 11,245 6,849 1,701 2,695

1998 19,964 8,287 4,004 6,673

Productivity
(kg/ha)
1996 620 714 393 669

1997 962 1,076 649 1,010

1998 975 963 749 1,050

Production
(tons)
1996 6,660 1,703 284 980

1997 10,820 2,327 563 2,723

1998 19,460 3,120 1,550 7,000

Cotton Development Target

Region Development Plan (ha)

2000 2005 2010

Southeastern 14,500 24,000 40,000

Central Coastal   7,500 18,000 25,000

Central Highland 12,500 19,000 35,000

Total 34,500 61,000         100,000

Research Organization
At present, VCC has a Cotton Research Center
(CRC) with sufficient scientists to carry out stud-
ies on different aspects of cotton. However, labo-
ratories and equipment are not sufficient and
good enough, and there is a lack of skilled work-
men. The government has a program to improve
the CRC and turn it into a Cotton Research In-
stitute. Therefore, the following programs should
be realized in the near future:

• Improvement of laboratories and equip-
ment, as well as research funding.

• Training of scientists in different fields,
abroad.

• Exchange of breeding materials, particu-
larly for blue disease resistance.

• Visits and exchange of research results with
other cotton research institutes and progress
centers in cotton producing countries all
over the world.

*****


