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Members of the Private Sector Advisory Panel (PSAP) and the Standing Committee engaged in a Round
Table discussion on June 5, 2001 in the Embassy of Australia in Washington, DC. Participants from the
PSAP included Peter Corish, cotton producer from Australia; Amin Abaza, Managing Director, Modern
Nile Cotton Co.; Fritz Grobien, Partner, Albrecht, Muller-Pearse & Co.; Suresh Kotak, Chairman, Kotak
and Co.; Felix Stiegwardt, TCT International S.A.; Sebahattin Gazanfer, General Director, EGS Clothing
Industries Inc.; and Neal Gillen, Executive Vice President, American Cotton Shippers Association.
Members of the Standing Committee who took part in the discussion included Andrea Preiss, Australia;
Luc Devolder, Belgium; Aluisio de Lima-Campos, Brazil; Alfonso Liévano, Colombia; Riad R. El-Badawy,
Egypt; Wael Shoaeb Samir, Egypt; Christos Prapopoulos, Greece; Stephen Laetsch, Germany; Ajai
Malhotra, India; Chigozie F. Obi-Nnadozie, Nigeria; Victoriano Leviste, Philippines; B. N. Nengovhela,
South Africa; Cumhur Isbirakmaz, Turkey; Alastair Wilson, UK; and Lawrence Blum, USA. The executive
director and several members of the Secretariat were also present. Mr. Fritz Grobien, Chair of the PSAP,
led the discussion.

Mr. Grobein began the discussion by thanking members of the Standing Committee on behalf of the
PSAP for the opportunity to engage in this Round Table discussion. He recalled that the PSAP was
formed two years ago, and Panel members hoped that some new ideas had been developed to help the
ICAC provide effective support to the world cotton sector. He hoped that the Round Table discussion
would lead to lively and fruitful interchange with the Standing Committee.

Sanctity of Contracts

The PSAP reported that the problem of defaults on contracts involving international trade in cotton had
increased in recent months with the decline in cotton prices since December. It was noted that the world
cotton industry functioned through a web of interlinked forward contracts between producers, merchants
and textile mills, and that contract defaults imperil the viability of forward sales. The PSAP appreciated
the resolutions on the recognition and enforcement of foreign arbitral awards approved by the Standing
Committee at its 454th meeting for transmission to the 60th Plenary Meeting.

The PSAP asked the Standing Committee to augment its efforts to encourage good trading practices by
working with governments and other international organizations to educate producers and consumers
regarding the importance of contract fulfillment. The PSAP suggested that education efforts could stress
the shared self-interest of all in the cotton community for contract fulfillment. It was suggested that
educational efforts might be targeted to benefit producers in emerging producing regions and consumers
in expanding textile regions, especially regions where contract fulfillment is not an established tradition.
The PSAP noted that revenue from business plan activities might be devoted to this purpose of education
on the need for contract fulfillment, and it was noted that members of the Committee for International Co-
operation between Cotton Associations (CICCA) could assist in developing educational programs and by
providing educational material. It was also suggested that a portion of the ICAC web site could be
devoted to the subject of good trading practices, and pamphlets could be produced for distribution at
conferences in which the Secretariat participates.

Genetically Engineered Cotton

Members of the PSAP noted that the use of genetically engineered (GE) cottonseeds by farmers was
expanding rapidly world wide because of the intrinsic benefits to producers and consumers. The PSAP
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reported that the use of GE cotton dramatically lowers the need for pesticide use in the production
process and leads to improved cotton quality through more effective plant protection. PSAP members
noted that the use of biotechnology is becoming an intrinsic component of the cotton production system
and that governments have an interest in promoting regulation of biotechnology in cotton based on sound
science.

The PSAP urged governments to accept the use of GE cotton varieties based on a preponderance of
available evidence.

The PSAP asked that the ICAC partner with recognized cotton organizations, accredited educational
institutions and governments to undertake educational programs on the advantages and disadvantages of
the use of GE cotton varieties. It was stressed that ICAC educational efforts must be focused on facts and
objective evaluation. The PSAP noted that the report of the Expert Panel on Biotechnology in Cotton was
an excellent summary of the risks and benefits associated with the use of GE cotton varieties and they
encouraged a renewed effort to distribute the report and communicate its findings. It was noted that
UNESCO has developed educational material on biotechnology.

During discussions it was noted that many consumers do not approve of the use of biotechnology in
agriculture and do not wish to accept biotechnology products. It was also noted that regulatory agencies
are not always viewed as effective, further reducing consumer confidence in the safety of biotechnology.
Members of the PSAP and the Standing Committee agreed that these challenges are significant and that
the concerns of consumers must be respected.

World Bank Development Efforts

The PSAP suggested that the ICAC should seek to expand the support of the World Bank for the
development of cotton ginning, warehousing and classification infrastructure in developing countries. It
was suggested that projects be developed to facilitate risk management, management training and farmer
education and to develop institutions to collect and report market information to those involved in the
cotton industry.

Government Measures

Members of the PSAP noted that world cotton production and trade are distorted by government
measures, and they encouraged governments to continue to be aware of the negative effects of
government measures. It was noted that agricultural subsidies paid by governments with adequate
resources often result in the bankruptcy of producers in other countries. It was recognized that the subject
of government measures is sometimes emotional and that governments seek to achieve many valid
objectives through the use of measures affecting agriculture. Members of the PSAP said that the recent
Secretariat report on government measures was highly useful.

The PSAP noted that the 59th Plenary Meeting had requested that the WTO urgently consider distortions
in the cotton market so that a solution can be found in a timely manner. The PSAP recognized that it is
not realistic to expect the immediate elimination of all forms of government measures, and that many
governments feel a need to support their agricultural industries. Therefore, the PSAP suggested that the
ICAC should focus its efforts on achieving a gradual but steady reduction in those government measures
that directly subsidize increased cotton production. The PSAP suggested that this objective of reducing
production-based incentives could be achieved through education on the impacts of subsidies and by
encouraging member governments of the ICAC to support the efforts of negotiators in the WTO to reach
consensus on matters related to agriculture.

Plenary Meetings

The PSAP urged that discussions at each plenary meeting should continue to focus on matters of
universal concern to the cotton industry rather than on internal matters related to the management of the
Secretariat or subjects of interest primarily to the host country. The PSAP urged that whenever
practicable, ICAC plenary meetings should be conducted together with world cotton research conferences
so as to achieve economies of scale in the conduct of meetings and to encourage increased participation
in both events.
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Business Plan

Members of the PSAP observed that the Secretariat business plan had been implemented successfully
but that additional opportunities exist. The PSAP urged that the Secretariat consider the development of
new reports and products, including weekly information on world cotton supply and demand and round-
the-clock access to ICAC statistics. The PSAP recommended that the Secretariat develop a promotional
video to enhance efforts at encouraging new countries to join. The PSAP urged that the Secretariat
develop a plan for plenary meeting sponsorships and trade booth exhibitions, and members of the PSAP
insisted that the Secretariat should receive a majority portion of earnings from trade booth activities. It
was also suggested that the Standing Committee reevaluate the use of advertising on the ICAC web site,
given recent developments in the use of the Internet.

Implementation of Suggestions

In order to facilitate implementation of many of the suggestions made during the Round Table discussion,
members of the Standing Committee suggested the formation of task forces on Contract Sanctity and
Biotechnology in Cotton. The task forces would develop appropriate policies and strategies for ICAC
involvement in these matters. It was also suggested that a portion of the ICAC web site be devoted to the
recommendations of the PSAP and a web page detailing new developments at the ICAC. Delegates to
the Standing Committee observed that much of the responsibility for the advancement of the cotton
sector must reside with the private sector, especially in the realm of biotechnology and education on the
benefits of contract fulfillment. It was agreed that governments have an appropriate role in facilitating the
efforts of the private sector and that the ICAC can serve a vital role in assisting governments to foster a
healthy cotton industry.


