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FOREWORD
At the invitation of the Government of the United Kingdom, the51st Plenary Meeting of the International Cotton Advisory Committee was held
in Liverpool, United Kingdom, from September 28 to October 2, 1992.

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, partictiarly those of international
scope and significance.

The functions of the International Cotton Advisory Committee, as defined in the Roles and Regdations, 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 futiherance 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.

PREFACE
Sur l’invitation du Gouvernement de Royaume-Uni, le Comit6 consdtatif international du coton a tenu sa 5 leme R6union p16ni5re 2 Liverpool,
Royaume-Uni, du 28 septembre-2 octobre 1992.

Le Comit6 consultatif international du coton (CCIC) est une association de gouvemements ayant un int6r~t clans la production, l’exportation,
l’importation et la consummation de coton. C’est une organisation cr66e clans le but d’encourager la cooperation pour la solution des prob15mes
relatifs au coton qui ptisentent un caract~re international.

Les fonctions du CCIC, telles que les d6finit le Reglement statutaire, sent les suivantes:

● Observer et suivre de pr>s l’6volution de la situation mondiale clans la mesure oti elle int6resse le coton.

● R6unir et publier des statistiques comp15tes, officielles et ~ jour sur la production, le commerce, la consummation, les stocks et les prix du
coton clans le monde.

● Proposer, s’il en est bcsoin, aux Etats-membres du CCIC, toutes mesures que ce dernier juge appropn6es et r6alisables pour renforcer la
collaboration intemationale afin de d6velopper et de maintenir une 6conomie mondiale du coton qui repose sur des bases saines.

● Etre le forum international pour toutes discussions relatives aux prix du coton.

PROLOGO
Por invitaci6n del Gobiemo del Reino Unido, la 5 la Reuni6n Plenana del Comit6 Consdtivo Intemacional del Algod6n se celebr6 en Liverpool,
Reino Unido, del 28 de septiembre al 2 de octubre de 1992.

El Comit6 Consdtivo International del Algod6n es una asociaci6n de gobiemos que se interesan en la producci6n, exporraci6n, imporraci6n y
consumo de dgod6n y tiene como finalidad promover la cooperaci6n para solucionar 10Sproblem as algodoneros, en particdar 10Sde alcance y
significaci6n intemacional.

Las fnncion~ del Comit6 Comrrltivo Intcrnacional del Algod6n, segdn se definen en el Reglamento son las siguientes:

● Observar el desarrollo que afecta la situaci6n dgodonera intemacional y mantenerse al corriente de la misma.

. Reunir informaci6n estadistica completa, oportuna y aut6ntica sobre la producci6n, el comercio, las existencias y 10Sprecios mundiales del
algod6n y divdgar dicha informaci6n.

● Sugenr a 10Sgobiemos representados, en la forma y oportunidad conveniences, cualquier medida que el Comit6 Constitivo estime adecuada
y factible para el progreso de la colaboraci6n international con la debida atenci6n a la manutenci6n y desarrollo de una economia mundial
algodonera sana.

● Ser el foro de discusiones intemacionales en matenas relacionadas con 10Sprccios del algod6n.
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STATEMENT OF THE 51ST PLENARY MEETING

The representatives of 34 countries, having had intensive discussions on the actual situation in the world cotton economy from 28
September to 2 October, 1992, in Liverpool, United Kingdom, have agreed on the following statemen~

1. World cotton production is forecast to decline 4% to 20 million tons during 1992/93, while consumption is expected to rise by 4%
to 19 million tons. Slow world economic growth continues to dampen textile fiber use in many regions, and world production is
expected to exceed world cotton consumption for the third consecutive season, resulting in increased stocks and below average prices.
World trade in cotton is expected to fdl for the fifth consecutive year during 1992/93. Mill use of cotton is declining in many importing
countnes.

2. The world cotton supply is estimated at a record 29 million tons in 1992/93, 1.5 million tons greater than in 199 1/92. Increased
supplies are expected in all cotton types except extra-fine. Even in the coarse category, where production is expected to decline 7~o,
world supplies will be larger this season because of an increase in stocks during 1991/92. Stocks of extra-fine and fine cotton are
tightening worldwide, while stocks of medium and coarse cotton are expected to grow during 1992/93.

3. World textile fiber consumption is estimated to have remained virtually flat during 1991 and textile consumption per capita declined
for the second year. While world economic activity seems to be improving in 1992, growth remains below average, and textile fiber
consumption is growing slowly. More vigorous economic growth is possible during the next two years, and the rate of growth of
textile fiber consumption may improve.

4. Strong concern was expressed about depressed world prices for cotton and about the impact on prices of weak real demand and of
production and marketing subsidies that have led to excess world stocks. A number of producing countries pointed out that the burden
of adjustment f~s heavily on producers particularly in those countries with no or limited government support and that prices had
now reached a level where the continued production of raw cotton in some countries and regions was in doubt. As some developing
countries were highly dependent on cotton growing and growing conditions were unfavorable for dtemative crops, they were facing
economic and social disruption of crisis proportions.

5. The view was expressed that a sound world cotton economy cotid not be achieved due to subsidies, tariffs, trade barriers and
dumping practices. The Committee expressed concern that cds for the elimination of such practices at successive Plenary Meetings
have thus far resulted in limited progress. The Committee therefore emphasized the need for a successful outcome of the Uruguay
Round of GATT mdtilateral trade negotiations.

6. There was strong support for the continuation of the Secretariat’s anrdyses of member governments’ production and marketing
practices and the suggestion that the Standing Committee form a working group to further these analyses. It was considered also that
the analyses shodd be accompanied, wherever possible, by recommendations aimed at improving the operation of the world cotton
market.

7. The contamination of raw cotton with extraneous materials continues to be a serious problem for cotton consumers. Solutions to
the problem lie in the joint action of producers and consumers. Member Governments of producing countries were urged to take
necessary actions to educate all those involved in the production of cotton lint about the importance of preventing contamination and
to take appropriate measures to prohibit the use in cotton picking, packaging and transport of materials known to interfere with
production at the spinning mill. A number of producing countries stressed the importance they attached to eliminating contamination
and outlined actions they were tting, including legislation, towards that objective.

8. The importance of a system of fair trading rules embodying the principle of sanctity of contract and the arbitration of disputes to
both buyers and sellers of cotton and to the functioning of the world cotton economy was recognized. Member Governments were
urged to adopt all necessary measures to ensure that such rules can be effectively applied to cotton trade.

9. The importance of the expansion of cotton markets through research and promotion was recognized by many countries. The
successes of some national programs were recognized. In this respect, the Committee urges other countries to cooperate in cotton
market development both domestically and internationally. It was dso recognized that programs implemented by member countries
to enhance cotton utilization and consumption benefit cotton consumption worldwide. The Secretariat was requested to investigate
and recommend how best expanded consumption could be achieved. In parallel to this aim, members of the Internationrd Institute
for Cotton urged other countries to join with them in developing a new program for international cotton market development.

10. The Committee held a technicrd seminar on Cotton Marketing Systems and Quality Evaluation. The importance of the role of the
marketing system in providing incentives for the production of the qualities of cotton needed by textfie mills was recognized. It was
decided to hold next year’s seminar on Yield Constraints in Cotton and Producing Quality Cotton under Rainfed Conditions.

11. The Committee will hold its 52nd Plenary Meeting in New Delhi, India, October 10-15, 1993. The Committee also accepted an
invitation from the Government of Brazil to hold its 53rd Plenary Meeting in Recife, Brazil, in 1994.
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SUPPLY AND DISTRIBUTION OF COTTON

2 October, 1992

BEGINNING STOCKS
WORLD TOTAL
CHINA (MAINLAND)
UNITED STATES
TOTAL NET EXPORTERS
NET IMPORTERS

PRODUCTION
WORLD TOTAL
CHINA (MAINLAND)
UNITED STATES
Cis
PAKISTAN
INDIA
BRAZIL
OTHERS

CONSUMPTION
WORLD TOTAL
CHINA (MAINLAND)
MAJOR EAST ASIAN 1/
UNITED STATES
EASTERN EUROPE & CIS
INDIA
PAKISTAN
EC
OTHERS

EXPORTS
WORLD TOTAL
Cls 2/
UNITED STATES
FRANCOPHONE AFRICA
AUSTRALIA
PAKISTAN
CHINA (MAINLAND)
INDIA

IMPORTS
WORLD TOTAL
MAJOR EAST ASIAN 1/
EASTERN EUROPE & CIS

%INA (MAINLAND)

ENDING STOCKS
WORLD TOTAL
CHINA (MAINLAND)
UNITED STATES

TOTAL NET EXPORTERS
NET IMPORTERS

ENDING STOCKS/LJSE3/
COTLOOK A INDEX W

7.577
1.405
1.256
6.108
1.469

18.334
4.149
3.356
2.766
1.425
1.802
0.709
4.128

18.518
4.376
2.369
1.694
2.717
1.762
0.874
1.263
3.463

5.702
0.758
1.339
0.452
0.286
0.823
0.356
0.018

5.716
2.430
0.844
1.137
0.315

7.356
1.137
1.544
5.787
1.569

0.44
66.35

7.356
1.137
1.544
5.787
1.569

17.386
3.788
2.655
2.654
1.455
2.308
0.666
3.860

18.788
4.150
2.320
1.907
2.645
1.876
1.100
1.275
3.516

5.238
0.746
1.675
0.452
0.300
0.296
0.188
0.184

5.522
2.165
0.758
1.146
0.408

6.298
0.995
0.653
4.863
1.435

0.38

6.298
0.995
0.653
4.863
1.435

19.011
4.508
3.376
2.640
1.637
1.989
0.717
4.145

18,637
4.225
2.306
1.885
2.390
1.958
1.210
1.245
3.419

4.996
0.327
1.697
0.484
0.309
0.248
0.202
0.255

5.294
2.341
0.453
1.041
0.480

7.015
1.554
0.510
5.680
1.335

0.40
82.40 82.95—

7.015
1.554
0.510
5.680
1.335

20.821
5.675
3.835
2.491
2.193
1.972
0.697
3.958

18.566
4.259
2.355
2.090
1.994
1.886
1.350
1.160
3.471

6.313
1.984
1.459
0.523
0.501
0.425
0.132
0.011

6.420
2.285
1.612
0.986
0.377

9.384
3.215
0.827
8.241
1.143

0.45
63.05

9.38
3.22
0.83
8.24
1.14

19.91
5.47
3.47
2.33
1.91
2.30
0.75
3.68

19.24
4.79
2.36
2.11
1.88
1.92
1.42
1.17
3.59

6.16
2.01
1.37
0.50
0.33
0.61
0.32
0.09

6.16
2.36
1.52
1.01
0.02

10.07
3.60
0.83
8.89
1.17

0.43
69

10.07
3.60
0.83
8.89
1.17

20.00
5.20
3.74
2.37
2.21
2.13
0.71
3.64

19.89
5.00
2.43
2.16
1.89
1.95
1.49
1.19
3.76

6.37
2.12
1.37
0.47
0.34
0.61
0.48
0.19

6.37
2.44
1.55
1.05
0.01

10.19
3.33
1.04
8.93
1.27

0.43
66—

1/ Includes China (Taiwan), Hong Kong, Indonesia, Japan, the Republic of Korea and Thailand.
Z External trade of the former USSR: 1991/92, expoits .64 million tons, imports 20,000 tons; 1992/93, exports .78 million,

imports 20,000 ton~ 1993/94, exports 1.12 million, imports 100,000 tons.
3/ Worfd-less-China (Mainland) ending stocks minus China net expofts, quantity divided by worfd-less-China consumption.
4/ U.S. cents per pound. Model results for 1992/93 and 1993/94 are based on net China (Mainland) trade and

ratios of worid-less-China (Mainland) ending stocks to use.
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Monday, September 28, 10:30 am
Mr. Ben Chapman in the Chair

The CHAIRMAN welcomed all persons at-
tending the Meeting to Liverpool and wished
delegates every success in their deliberations.
He then proceeded to welcome Mr. Neil
Hamilton, Member of Parliament, and Under-
secretary of State for Corporate Affairs of the
Department of Trade and Industry of the
United Kingdom Government.

Mr. Hamilton said that it was particdarly
appropriate that the ICAC shotid be meeting
in the United Kingdom in 1992, when the UK
holds the Presidency of the European Com-
munit y and in a year in which the Commurrit y
is completing its single market of 320 million
consumers. He was also glad that the mmting
was taking place in Liverpool and the North
West of England, whose history has been tied
to cotton.

Mr. Hamilton noted the British Government’s
commitment to a successfd conclusion of the
Uruguay Round of Mtitilateral Trade
Negotiations of the GA~ and the priority
which the British Prime Minister, Mr. Major,
attaches to it. Mr. Hamilton said that there was
now not likely enough time to complete a
GA~ textfles agreement before the expira-
tion of the current Mtitifibre Arrangement.
He said that the European Community
planned to negotiate an interim agreement
with supplying countries to bridge the gap. He
further noted that the United Kingdom has no
import restrictions nor duties for raw cotton.
He urged all parties to continue to strive to
remove artificial barriers and to do away with
practices which distort international trade.
With these words, he officially opened the
51st Meeting. Mr. Hamilton’s remarks are
attached.

The CHAIRMAN next introduced Mr. Bill
Farrar, President of The Liverpool Cotton As-
sociation. Mr. Farrar welcomed delegates, ob-
servers and guests to Liverpool and urged
them to enjoy their visit and to take advantage
of the opportunity to renew old friendships
and to make new ones. He said that the cotton
business is one where personal relationships
have helped to promote world-wide com-
merce and overcome commercial difficdties
and hoped that it would long be the case. He
expressed appreciation to the companies, or-
ganizations and individuals that have offered
their aid and support in the organization of the
Meeting.

Mr. Farrar commented on the continued im-
portance of Liverpool to the cotton trade, as it
is the home of many international merchants
and the Cotlook price indices and plays a
principal role in the maintenance of fair trad-

Inauguration
ing practices and the resolution of trade dis-
putes. Mr. Farrar’s remarks are attached.

The CHAIRMAN thanked Mr. Hamilton and
Mr. Farrar for their addresses and declared a
five minute recess before the beginning of the
First Plenary Session.

ATTACHMENTS

Welcoming Remarks

Neil Hamilton MP
Parliamenta~ Under Secretary
of State for Corporate Affairs

Department of Trade and Industry
United Kingdom Government

I am delighted to have the opportunity to
welcome you, on behalf of Her Majest y’s
Government, to this the 51st Plenary Meeting
of the International Cotton Advisory Commit-
tee.

It is particularly appropriate that the ICAC
shodd be meeting in the United Kingdom in
1992, a year in which the UK holds the
Presidency of the European Community and
which will see the Community to the brink of
completing a single market of some 320 mil-
lion consumers.

Mthough this is the third occasion on which
the UK has had the honor to host the ICAC
Plenary, it is the first time that the event has
taken place outside London. As my mini-
sterial interests include a special respon-
sibility for the North West of England, it gives
me particdar pleasure to welcome you hereto
Liverpool.

A few weeks back, Liverpool docks were
crowded with the masts of over one hundred
of the world’s finest sailing ships on comple-
tion of their epic four-month voyage com-
memorating the 500th anniversary of the
voyage of Christopher Columbus in 1492. A
fiming tribute to Liverpool’s great trading
tradition which continues even to this day.

Liverpool and the North West of England
have long played an important part in the
development of the cotton industry. Over 200
years ago, the pioneering spirit of Hargreaves,
Arkwright and Cropmton led to the founda-
tion here in the North West of the industrial
age of cotton.

The industry’s rapid growth around Lan-
cashire and Manchester also promoted the rise
of Liverpool to become one of the world’s
foremost ports, importing and supplying enor-
mous quantities of cotton to the region’s
manufacturing heartland along the

Bndgewater and Leeds/Liverpool canals. In
the 191 1/12 season, over 5 million bales were
imported into Britain, mostly through Liver-
pool.

Although King Cotton has long ceased to
dominate the region’s economy, the North
West of England still provides more employ-
ment in spinning and weaving than any other
region in the UK. Liverpool rdso remains
home to the world’s principal cotton associa-
tion. More than 6090 of the cotton traded in-
ternationally is sold under Liverpool Rules
and subject to Liverpool Arbitration.

The United Kingdom therefore has a close
interest in all aspects of the cotton industry
and trade. Her Majesty’s Government remains
committed to a successful anclusion to the
GATT Uruguay Round of Mtitilateral Trade
Negotiations. In fact, the Prime Minister has
made it clear that a successfd conclusion to
the Uruguay Round is a priority for the UK
during our Presidency of the European Com-
munity.

As some of you here today may be aware,
overall agreement on the Uruguay Round has
not yet been reached. There is now insuffi-
cient time to implement a GATT textiles
agreement by 1 January 1993, immediately
after the current MFA regime expires. The
European Community therefore plans to
negotiate an interim agreement with supply-
ing countries to bridge the gap between the
expiry of the Mtiti Fibre Arrangement (MFA)
and the implementation of the GA’fT pack-
age. It is intended that this interim arrange-
ment will provide the basis for a smooth tran-
sition to implementation of the GATT agree-
ment.

The textile element of the GATT package
which has already been agreed provides for
the phase out of the MFA over a ten year
period linked to strengthened rules on market
access and state subsidies. There will also be
provisions for a selective transitional
safeguard against damaging surges in textile
imports and for measures to combat fraud and
quota circumvention.

In regard to your commodity, raw cotton, the
UK has no import restrictions nor does it
apply duty. The strenuous efforts made by the
international raw cotton community to iden-
tif y and eliminate barriers to trade command
the approvrd of Her Majest y’s Government.
Future levels of demand for cotton may ti-
timately be dependent upon popdation
growth and rates of economic activity, but
trading across frontiers which is, of course, of
direct interest to Liverpool demands freedom
of access to markets and fair competition. We
wodd urge all parties to continue to strive to
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remove artificial barriers and to do away with
practices which distort international trade.

I am sure that the 1992 Plenary will provide
ample opportunisty for discussion of the many
important issues which affect the cotton in-
dustry today, from the specific problems of
contamination to the wider development in
world trade.

Finally, I wish you all a stimdating and en-
joyable week in Liverpool and hope that your
meeting will prove a resounding success. I
should therefore like to declare the 1992 Plen-
ary Meeting of the International Cotton Ad-
visory Committee open.

Bill Farrar
President

The Liverpool Cotton Association

Thank you for allowing me this opportunity
to welcome you rdl to Liverpool.

As the current president of The Liverpool
Cotton Association, I am honored to be able
to extend that welcome personrdly and wish

Monday, September 28, 11:00 am
Mr. Ben Chapman in the Chair

In the absence of the Chairman of the Stand-
ing Committee from Liverpool, the CHAIR-
MAN invited the Secretary Generrd to present
the Report of the Chairman of the Standing
Committee. The Secretary Generrd said that
Mr. Rasool Bakhsh Baloch, Chairman of the
Standing Committee had asked him to offer
his apologies. Mr. Baloch, he said, had been
reassigned from Washington to Karachi and
was now involved in new responsibilities and
was unable to come to Liverpool. Mr.
Baloch’s report is attached.

The Secretary General said that Mr. Baloch
had asked him to extend a special welcome to
Paraguay and to Senegal, who have joined the
ICAC in the last year. The Standing Comrnit-
tw, he said, looks forward to working with
Paraguay and Senegal. Mr. Baloch also wel-
comed, the Secretary General said, the repre-
sentatives of countries which do not yet
belong to the Committee and invited their
countries to join the ICAC.

The Secretary General added information to
the Report of the Chairman of the Standing
Committee which came out of the September
10 meeting of the Standing Committee. In that
meeting, he said, the Standing Committee ac-
cepted the invitation of the Government of
India to hold the 52nd Plenary Meeting of the
Committee in India in 1993. [He also added,
for the record, the following report regarding
the current status of the consideration of

you a most successful conference. But I hope
that you will also find time to enjoy your visit
and take advantage of being in the area to
enjoy the hospitality that we are able to offer
you.

We hope that you will make use of this annual
occasion to renew old friendships and make
new ones. We know that this will be for the
good of the cotton industry because cotton is
a business where personal relationships have
helped to promote world-wide commerce and
overcome commercial difficulties. Long may
it remain so.

This meeting has been arranged by The Liver-
pool Cotton Association on behrdf of the
United Kingdom Government because we in
Liverpool are proud of our historical connec-
tion with world’s cotton trade and our con-
tinuing role in the modem marketplace. In
making the arrangements for the Plenary
Meeting, we have been helped enormously by
companies, organizations and individuals
who have lent their support and will join us in
entertaining visitors. On behalf of the associa-
tion that I represent here today, I would like

First PIenary Session
project proposals which had been presented to
the ICAC to sponsor for financing by the
Common Fund for Commodities: (1) The
proposal from the World Bank to study Cotton
Production Prospects in the Nineties was
revised to meet the requirement of the Com-
mon Fund that it not be asked for more than
50% of the cost of the project, through the
arrangement of additiond co-financing. In ad-
dition, Uzbekistan and Mali were added as
study countries. The project in its revised
form was forwarded by the Constitative Com-
mittee of the Common Fund to the Executive
Board of the Common Fund with its recom-
mendation for approval. The Executive Board
will meet in Amsterdam the week of October
12. (2) The proposal from the Government of
Colombia for Research and Development of
Cotton Production in the Tropics was dis-
cussed again at the September 10 meeting of
the Standing Committee but no decision was
taken regarding its sponsorship. A number of
countries have expressed their reservations
regarding the project; these reservations and
the respective responses of Colombia are to be
summarized by the Secretariat for the further
consideration of the project at the next meet-
ing of the Standing Committee. (3) A third
project was presented to the Standing Com-
mittee by the Governments of Argentina and
Paraguay on the Prevention and Control of the
Boll Weevil. A number of delegates saw merit
in the proposal. A fdl presentation of the
project was postponed until the next meeting
of the Standing Committ= after the Plenary
Meeting. (4) A pre-project proposal from the

to express my thanks to them for their con-
tributions.

Despite the fact that the need for imported raw
cotton in the UK has dropped dramatically in
recent years, Liverpool is still the home of
many international merchants. Live~l
price indices are universrdly recognized and
The Liverpool Cotton Association plays a
principal role in the maintenance of fair trad-
ing practices and the resolution of trade dis-
putes.

We are central to the cotton business and
intend to remain so.

Liverpool’s connection with cotton is not con-
fined to the history books. It is rdive and well.
We therefore think it very appropriate that the
ICAC shodd come to Liverpool today.

I hope that you rdl depart with fitting
memories of Liverpool and the United
Kingdom, and a greater awareness of the mn-
tnbution that we at the LCA can make to your
efforts.

Government of Israel for Environmentally
Safe Integrated Pest Management for High
Qutity, Non-sticky Cotton was discussed in
the September 10 meeting. The project was to
develop new low-cost, effective and environ-
mentally safe methods of control of aphids
and whiteflies, which are the primary cause of
stickiness in cotton. The favorable comments
of delegates in the Standing Committee
regarding the project were relayed to the
Government of Israel, with the understanding
that a complete proposal could be considered
at a later date.]

The CHAIRMAN then asked the Secretary
General to present the Report of the Executive
Director called for in the Rties and Regula-
tions of the Committee. This report is at-
tached. Given the interest of delegates to as-
sure adequate time for discussion of the cur-
rent cotton situation, the Secretary General
did not read out his report. He commented that
there would be time for questions and discus-
sion of the activities of the Secretariat at the
Seand Meeting of the St&ring Committee on
Tuesday morning.

The Secretary General said that he and all the
staff of the Secretariat looked forward to dis-
cussions with delegates in the next few days
and to receiving their direction regarding the
future work of the Secretariat, so that the
Secretariat’s efforts cotid be directed to those
areas which will be most usefid and produc-
tive in promoting a healthy world cotton
economy. He also expressed appreciation for
the combined work of the Department of
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Trade and Industry and The Liverpool Cotton
Association and its Members in organizing,
arranging and hosting the 51st Meeting of the
ICAC.

The CHAIRMAN said that the time saved in
the presentation of the formal reports per-
mitted an early start to the Second Plenary
Session before the lunch break. He assured
delegates that there wodd be an opportunisty
to comment and to ask questions regarding the
operations of the Standing Committee and the
Secretariat at the Steering Committee Meet-
ing on Tuesday. With these remarks he ad-
journed the First Plenary Session at 11:15 ant.

ATTACHMENTS

Report of the Chairman of
the Standing Committee

Rasool Bakhsh Baloch
Pakistan

It is a great pleasure for me to be in Live~ool,
a city which has for hundreds of years had a
very close relation with cotton. Not far from
this city began the development of the world’s
modern textile industry. Through the port of
this city moved the cotton which became, as
a resdt, a major industrial raw material. The
growth of cotton and textile activity led to the
establishment of warehouses, brokers, mer-
chants and derders and other specialists in the
movement of cotton from the growing field to
the textile factory. Liverpool today is home to
many of the world’s most prominent firms in
cotton’s service industry.

It is also a pleasure to be in the United
Kingdom again. The United Kingdom has
twice before hosted a meeting of the Intern-
ational Cotton Advisory Committee, in 1958
and in 1974. I wodd like again to express the
appreciation of the Committee for the invita-
tion to meet this year in such an historic site
with so many ties to cotton.

It is my responsibility to report to you on the
activities of the Standing Committee in the
period since the last Plenary Meeting.

Since the last Plenary Meeting in Turkey, in
September 1991, the Standing Committee has
met six times. Assisting me as Chairman were
Mr. Guillerrno Ramos of Mexico, as First
Vice Chairman, and Mr. Tetsuro Kai of Japan,
as Second Vice Chairman.

As specified in the Rules and Regrdations,
regtiar discussions on matters related to cot-
ton prices were held in the Standing Commit-
tee during the past year. The world cotton
situation was discussed at each of the meet-
ings. As you might imagine, most of the dis-
cussion in the last year was devoted to the
reasons for the decline in cotton prices. In this
regard, the Standing Committee requested and

received two reports from the Secretariat on
the impact of changes in government policy in
the United States on international cotton
prices: The first concerning the application of
a research and promotion fee to imported cot-
ton products; and the second concerning the
competitiveness provisions of the 1990 US
Farm Act. It was ordy coincident that both
these reports dealt with the United States. As
a matter of policy, it was agreed that the
Secretariat should as necessary prepare twh-
nical analyses of national programs affecting
world cotton prices and trade.

As a part of the discussion of the world cotton
situation, the Standing Comrnitt= had the op-
portunity to hear reports from delegates of
member countries regarding the cotton situa-
tion in their countries. As delegates to the
Standing Committti are not generally cotton
experts, I wotid like to remind delegations
that the Standing Committee depends on the
experts in your countries to keep it informed
about developments in cotton production, cot-
ton consumption, yam production, trade and
prices.

Also, in carrying out its duties under the Rties
and Regtiations, the Standing Committee
received the report of the Auditors for the
1990/91 fiscal year, appointed Research As-
sociates, made plans for this Plenary Meeting
and supervised the finances of the Committee,
including the adoption of a budget for the
1992J93 fiscal year.

The Standing Committee had the pleasure to
welcome Paraguay to membership in the
Committee. Paraguay in twenty years has be-
come one of the first rank in cotton exporting,
from abase of ordy 5,000 tons at the beginning
of the 1970s. Speaking on behalf of the other
members of the Committee, I would like to
welcome the delegation of Paraguay to this
Meeting and to say that the Committee looks
forward to working in cooperation with
Paraguay in the coming years.

I wotid also like to welcome representatives
of countries which do not yet belong to the
Committee and invite their governments to
join the ICAC. The Committee is a fomm for
the discussion of cotton matters and welcomes
all countries with an interest in cotton.

Unfortunately, I must also report that the
governments of Yugoslavia and Hungary
have withdrawn from membership, because of
difficdties in meeting their financial obliga-
tions to the Committee. In the case of Hun-
gary, the Hungarian authorities assured the
Committee that it would consider a renewed
accession to the ICAC should the Hungarian
economy have a trend of development imply-
ing an increase in the use of cotton.

During the year it was dso necessary to
suspend the membership rights of Nigeria for
the non-payment of its assessments. This is

the first time in the more than 50 year history
of the Committee that this step has been taken.

As in 1990/91, the main activity of the Stand-
ing Committee in 1991/92 was matters as-
sociated with the financing of projects by the
Common Fund for Commodities. I wordd like
to take this opportunity to discharge my
responsibility to reprt to you on the relation-
ship between ICAC and the Common Fund for
Commodities.

As noted by my predecessor, Mr. Andreas
Klassen of Germany, the Committ* had
received one project by September 1991, a
proposal from the World Bank to Study Cot-
ton Production Prospects in the Nineties. An
additional project was received in January
1992 from the Government of Colombia for
Research and Development of Cotton Produc-
tion in the Tropics.

The World Bank project was first discussed in
the Standing Committee in November 1991,
at the first meeting two months after the sub-
mission of the proposal. Some delegations
had concerns regarding the suitability of the
proposal for Common Fund financing. The
Executive Director was instructed to consrdt
informally with the Common Fund and to
report back to the Standing Committee at its
next meeting in January. As a restit of still
unresolved concerns after consdting the
Secretariat of the Common Fund, the Standing
Committee instructed the Executive Director
to consdt informally with the Consrdtative
Committee of the Common Fund, the body
which advises the Managing Director and Ex-
ecutive Board of the Common Fund regarding
the approval of projects, at its next meeting at
the end of January. A revised proposrd was
presented by the World Bank shortly before
the Standing Committee’s March meeting.
Due to the lack of time to get comments from
capitals regarding the revised proposrd, it was
necessary to call a special meeting of the
Standing Committee in mid-April for further
discussion of the World Bank proposal. At
that meeting, it was decided to sponsor the
revised World Bank project with a slight
modification regarding the countries under
study.

The decision of the Standing Committee to
proceed with the World Bank project was
partially motivated by a desire to put forward
a project on cotton early in the work of the
Common Fund. While concern wm expressed
by some delegations that an insufficient num-
ber of projects had been evaluated for the
Committee to be able to assign priorities, it
was also noted that the Standing Committm
had had the World Bank proposrd before it for
more than six months.

Following the decision of the Standing Com-
mittee to sponsor the World Bank project, it
was considered formrdly by the Consrdtative
Committee of the Common Fund at its meet-
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ing in late April and forwarded to the Execu-
tive Board of the Common Fund, with a re-
quest for a clarification of some issues and for
an independent appraisal by a consultant. The
Executive Board, at its fourth meeting in June
1992, expressed concern regarding some of
the details of the project (specifically the
selection of countries to be studied) and
decided that the Common Fund codd not
finance more than 509. of the total project
cost. The project was referred back to the
Consultative Committee and cotid be again
considered at the October meeting of the Ex-
ecutive Board if a revised budget is submitted.

The Executive Director also took advantage
of his meeting with the Consultative Commit-
tee of the Common Fund in late January to
discuss informally the proposal from the
Government of Colombia. The comments of
the Consdtative Committee led to a revised
proposal, which was mailed to delegates on
May 6 and presented to the Standing Commit-
tee on May 14, 1992. Again, due to the lack
of time to receive comments from capitals,
action on the project was postponed till the
June 10 meeting of the Standing Committee,
where it was decided to defer making a
decision on the sponsorship of the project
until the Committee had additional informa-
tion, both about the project itself and about
other projects which might be sponsored.

During the course of discussions on the World
Bank and Colombian proposals, it was sug-
gested that an improved mechanism for the
development and consideration of commodit y
development projects be instituted. At the
June meeting of the Standing Committee, it
was decided that delegates should request
project ideas from experts in their countries,
together with their priorities. A combined list
of fruitful areas for project development will
be made in the Standing Committee, in rank
order. The Secretariat will then be asked to
solicit project proposals. Following this pro-
cedure, it is expected that the Committee wiIl
receive project proposals which will be of
high priority and quality and acceptable to
both consuming and producing countries.
While the burden on the Secretariat will in-
crease somewhat, the procedure, by focussing
on ody a few areas, wfil minimize the extra
work of the Secretariat.

During the course of the year, the Secretariat
was in contact with severrd governments
regarding the procedures necessary to put for-
ward projects for Common Fund financing.
Discussions were held in Argentina and
Paraguay, in connection with other travel to
the region, regarding Common Fund assis-
tance in fighting the spread of the boll weevil.
A project involving these two governments,
was submitted to the Standing Committee in
Jdy and was schedded for discussion in the
Standing Committee at its September 10
Meeting.

While it is accepted that the responsibilities of
serving as an ICB (International Commodity
Body) in connection with the activities of the
Common Fund for Commodities are not to
result in an increase in budget of the Commit-
tee or in the financial obligations of member
countries, it is also recognized that serving as
an ICB wotid involve the use of some of the
resources of the Committee. As my predeces-
sor did in 1991, I would like to account to you
the approximate proportion of the
Committee’s resources that were devoted to
Common Fund matters in the 1991/92 fiscal
year.

Based on the record of discussions, 36% of the
meeting time of the Standing Committee was
devoted to Common Fund matters (as opposed
to 41% in 1990/91) and thus a similar percent-
age of the time of delegates to the Standing
Committee, who serve at no cost to the Com-
mittee, was so devoted. The Secretariat es-
timates that 125 hours or .870 of its time was
devoted to Common Fund matters, at an im-
plicit cost of $8,865. To this must be added
copying and mailing costs for documents dis-
tributed related to the Common Fund, es-
timated at $3,311. Travel costs, representing
the daily expenses for two visits to Amster-
dam but not airfares as travel was in connec-
tion with other business, amounted to ap-
proximately $1,000, restiting in total costs of
$13,176 or 1.2% of the totfl budget of the
Committee in 1991/92. The comparable
figures for 1990/91 were $3,500 and .3% of
the budget.

While the costs of the Committee’s relation-
ship with the Common Fund were higher in
1991/92, they are still small in relation to the
potential benefits to member countries from
projects financed by the Common Fund.

I wodd like to express my appreciation to my
fellow delegates to the Standing Committee
for the honor of having served as their Chair-
man in the past year and for their cooperation
and support.

Thank you for the opportunisty to present this
report.

Report of the
Executive Director

Lawrence H. Shaw

I wotid like to report to you on the work of
the Secretariat of the Committee since the
50th Plenary M=ting in Antalya, Turkey.

The work of the Secrettiat is divided into
three areas: Economics and Statistics; Tech-
nical Information; and suppofiing the role of
the ICAC as the intemationrd forum for dis-
cussion of matters related to cotton prices. In
1991/92, 40% of the Secretariat’s work was
budgeted in the Economics and Statistics area;

17% in Technical Information; and 43% in
support of the ICAC as a forum for discus-
sions on cotton matters.

In the area of Wonomics and Statistics, it is
the responsibilityy of the Secretariat to observe
the world situation and to collect and dissemi-
nate information about the world cotton
economy. This information forms the basis
for assessments of likely changes in cotton
prices, a topic of considerable interest to both
cotton importing and exporting countries.
While the 1990/91 cotton season was one of
great stability, with ordy a difference of 7 US
cents between the highest and lowest values
of the Cotlook A Index, 1991/92 reverted to
type. The range of the Cotlook A Index was
from 75 cents to 54 cents, with a difference of
21 cents. On average over the last 19 seasons,
this difference has been 22 cents. Prices began
the season at the high for the year and fell
sharply until reaching 54 cents at the end of
February. Prices rose for most of the
remainder of the season, reaching 65 cents.

That prices were going to be lower was not a
surprise. Since November 1990, statisticrd es-
timates of the Secretariat had indicated that
prices for 1991/92 wodd be from 4-7 cents a
pound lower than in 1990/91. At the time of
the meeting in Antiya, the Cotlook A Index
was 74 cents, compared with the average for
the 1990/91 season of 83 cents and the
Secretariat’s statistical estimate of the
average for the 1991/92 season of 78 cents.
Several delegates considered the estimate of
78 cents as too high, given current offering
prices. And they were right.

During the course of the season, the
Secretariat’s statistical estimates of the
average vrdue of the Cotlook A Index
remained in a narrow range of 74-80 cents
despite a drop in the Index to 54 cents by
mid-February. The actual average value for
the Cotlook A Index was 63 cents, 13 cents
lower than the statistical formula suggested at
the end of the season.

The 13 cent error in the Secretariat forecast of
the Cotlook A Index is the largest error in the
four years since such estimates have been
made. The question which we at the
Secretariat ask ourselves now, as we did
during the course of the season, is, ‘Why did
the variables, which have been such a good
guide to price movements in the past, fail to
indicate the sharp drop in prices?”

The main variable which we use is the ratio of
ending stocks of cotton to consumption. As
ending stocks in a season become small rela-
tive to use, prims tend to rise; similarly when
stocks are relatively abundant, prices fall.
Since 1973/74 price changes have generally
occurred in response to changes in the stocks
to use ratio. In 1991/92, stocks rose from 40%
of use at the beginning of the season to 45%
at the end of the season. In our methodology,
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the change in stocks done on average would
have been expected to result in a 5 cent decline
in prices.

Due to the major impact that China (Main-
land) has had on the world cotton market in
the last 15 years and because the changes in
production, consumption and trade in cotton
in China (Mairdand) appear not to have been
based on changes in the international market,
we have looked at figures for the world ex-
clusive of China (Mainland). A separate vari-
able has been added to the analysis to account
for changes in cotton availability as a result of
China (Mairdand)’s trade. In 1991/92,
reduced imports by China would in our
analysis have been a reason for a further 2 cent
decline in prices. Thus the two variables
together suggested a 7 cent drop in the Cot-
look A Index. Yet there was a 20 cent actual
drop.

Clearly, other factors have been responsible
for the precipitous decline in prices. The over-
all increase in world stocks and changes in
China (Mainland)’s imports simply do not
form a basis for the decline. What factors were
possibly at work?

(1) The most important factor seems to be the
changes in cotton trade in Centd Asia. The
season saw dramatic changes in the flow of
cotton from this area of the world. Secretariat
statistics indicate that the exports from the
Republics which were formerly part of the
USSR to areas outside normal markets in-
creased from 142,000 tons in 1990/91 to
396,000 tons in 1991/92. This increase came
after a contractionof131 ,000 tons in 1990/91.
While cotton stocks were sufficiently abun-
dant to permit normal exports in 1990/91,
changing political arrangements led to less
than normal exports. As facilities and arran-
gements developed to support trade, exports
resumed in 1991/92 and increased by 123,000
tons over 1989/90. Much of this cotton
reached importing markets in the form of
remarketing of cotton exchanged in barter
transactions, negotiated by companies with
little experience in or knowledge of cotton
trading.

The net impact of the changes in the market-
ing of the Central Asian crop appears to be
price concessions by suppliers in Central Asia
in order to attract customers, concessions
which were undoubtedly required by buyers
due to concerns about quality, shipment
delays and the general uncertainty of dealing
with a new supplier. While the Secretariat’s
statistical model took the overall changes in
stocks in Central Asia into account, it did not
make any adjustment for the new circumstan-
ces regarding the marketing of Central Asian
cotton.

(2) The Secretariat’s model also did not take
into consideration new elements of gover-
nmentpolicy in some countries regarding com-

petitiveness. In much of the past, attractive
offers of one country’s cotton have generaUy
meant that that country’s cotton sold until
supplies were exhausted, leading in turn to
sales of the next most attractive cotton and so
on. In 1991/92, policies of two countries rep
resenting 44% of exports other than those
from Central Asia led instead to essential
price parity with Central Asia, allowing the
countries the ability to maintain their share of
world export markets despite the increased
shipments from and aggressive competition of
Central Asia.

(3) With over 60% of world cotton trade based
on Central Asian offers, the rest of the world’s
cotton exporters were faced with the dilemma
of holding out or reducing their prices. Most
countries were not able to hold out. Given the
cost of holding stocks combined with the risk
of still mom adverse price developments,
sales were made at the lower price levels set
by Centrrd Asia Those countries which
depend on cotton exports as a major source of
inmme and foreign exchange were forced to
meet the competition of Central Asia, the
USA and Pakistan. Cotton was sold at prices
which in many instances did not cover the cost
of production. Governments, which in the past
had not subsidized their cotton farmers, were
dso led by the circumstances to come to their
aid, to avoid widescale distress in cotton
regions.

Thus prices declined largely to the level deter-
mined by Central Asian offers. Export shares
declined slightly in the case of the USA but
increased in Francophone Africa, Australia,
and Pakistan. In the rest of the world, with the
exception of India and China (Mainland), ex-
port shares declined.

The prospects for 1992/93 are for more of the
same. Thus the Secretariat’s analysis of over-
all changes in stocks to use may again not be
a good guide to actual prices in 1992/93. The
changes taking place in ovetil supply and
demand, combined with China (Mairdand)’s
switch from a net importer of cotton to a net
exporter, would suggest values for the Cot-
look A Index between 65 and 70 cents a pound
for the next two seasons. However, substan-
tial quantities of cotton are in stock or the field
in Central Asia Centd Asian exports are
expected to remain at about 32% of the world
totrd, with an expanding number of destina-
tions. The prices neassary to move these
quantities are likely to set the tenor of the
market. Policies in the USA and Pakistan
remain essentially unchanged, leading to the
expectation that another 33% of the export
market will be priced to sell at levels competi-
tive with Central Asia. With 65% of the
world’s expoti cotton priced based on Central
Asian requirements, the rest of the world will
likely have to follow, although smaller and
smrdler amounts of cotton will be produced.
Countries other than the major exporters are

likely to rep~sent ordy 15% of the export
market in 1992/93, compared with 20% in
1991/92 and 29% as recently as 198g/89.

The International Cotton Advisory Committ-
ee was founded with the credo first to find out
the facts of the world cotton situation and then
to investigate what policies codd be reco-
mmendedto the participating countries to in-
sure a sound cotton economy. The Secretariat
in 1991/92 was largely involved in the task of
finding out the facts. We wotid like to c
knowledge the cooperation of dl those in the
cotton community, both in the public sector
and the private sector, who assisted us during
the year. With our sm~ staff it would &
impossible for us to complete our tasks
without this assistance.

Our focus remained on efforts to make ac-
curate estimates of world cotton stocks.
Despite our errors this past season in forecast-
ing prices, we believe that the expected
availability of cotton, best indicated at present
by the stocks exclusive of those in China
(Mainland), is the main factor determining
changes in cotton prices in the near term. In
each muntry the estimate of stocks is derived
by careful consideration of production, use
and trade and available information on the
acturd physical holdings. It is of course neces-
sary to measure stocks as of the same calendar
date each year for the statistics to be meardng-
frd. We use a Northern Hemisphere notion of
the beginning of the season, August 1, and
make the necessary adjustments to the stock
figures for countries in the Southern Hemi-
sphere and for those which use another date
such as September 1 for the beginning of the
season.

Stinks in the last year have been affected by
rising estimates of world production and
declines in estimates of world consumption.
Production is currently estim~ed to be
425,000 tons higher in 1991/92 and 1992J93
in total than expected a year ago. The
Secretariat’s estimates of world cotton con-
sumption in 1991/92 and 1992/93 have fallen
in total in the two years by more than one
million tons. Lower estimates of world mtton
demand have been largely the restit of a world
economy growing at below par rates. The
general recovery in the world economy, which
we anticipated for 1992 when we last met in
Turkey, appears to have stalled and is now
expected in 1993. This calendar year, world
growth in the income to support cotton as-
sumption now appears unlikely to be suffi-
cient to lead the textile industry out of reces-
sion-like conditions.

In the long term, the cost of producing cotton
and the level of totrd cotton demand will be
the factors determining price. In 1991/92, the
Secretariat has addressed both parts of the
long term equation. Our survey of the cost of
producing cotton is one of the documents of
this meeting. We hope that the information in
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this report, which hm been gathe~d from 41
producing areas in 22 countries, will sig-
nificantly augment our understanding of
changes in costs. In regard to cotton demand,
the Secretariat has been cooperating with the
Food and Agriculture Organization of the
United Nations (FAO) to develop along term
model of the world cotton economy. The
model will be a part of FAO’s general modell-
ing of the world agricultural economy but will
include the speci~lc inputs of ICAC
knowledge regarding the determinants of
change in cotton production and consumption
in major areas of the world. For many years
the Secretariat has been engaged in efforts to
bring the impact of changes in general
economic conditions to bear on the likely out-
look for cotton demand. Working with FAO
has permitted us to hone and expand our
analysis, and we expect that it will provide us
a more sound basis for our future work.

Gathering detailed information on cotton
trade has long been an activity of the
Secretariat. In 1991/92 we converted our
records into a consistent format by country
rdlowing us the ability to expand our efforts
on calcdating trade matrices showing the
movement of cotton from exporters to im-
porters, both from reports of exporting
countries and from reports of importing
countries. While these calculations can some-
times illuminate certain kinds of unofficial
trade, we are hopefd that they will add both
to accuracy in the reporting of trade and to
greater understanding of the network of trade
flows in cotton.

In the area of cotton policy, the Secretariat
was asked by the Standing Committee during
the last year, as the Chairman has reported, to
prepare papers describing aspects of gover-
nmentcotton programs in the USA and Pakis-
tan and their impact on international cotton
prices. Copies of these papers have been dis-
tributed to delegates for their use in discussion
of policy issues in this meeting. It is an-
ticipated that the Secretariat will in the future
prepare similar papers on the policies of other
governments as they affect international cot-
ton prices.

The Committee’s Technicrd Information Sec-
tion continued to publish four issues of THE
ZCAC RECORDER, through which informa-
tion regarding developments in cotton
production research is disseminated and ef-
forts made to improve communication among
cotton scientists. Articles in the Recorder
reported on regional meetings of cotton re-

searchers in Latin America and the Mediter-
ranean and Middle East regions. Detailed ar-
ticles were also prepared on the environmen-
tal audit of the Australian cotton industry, the
use of cotton plant material in improving soil
fertility, microbial insecticides, nematode
management and experiments in sub-surface
drip irrigation in the USA. Bibliographies
were also published on genotype-environ-
ment interactions and on quality-based
marketing systems, the topic of this year’s
Technical Seminar.

The long promised Review Article on
Biotechnology of Cotton was published and
mailed to ICAC member countries at the end
of last year. The report summarizes and puts
into perspective over 200 scientific papers, in
addition to the work ongoing in private seed
companies, in the exciting field of biotechnol-
ogy. Professor James “Mac” Stewart, of the
University of Arkansas in the USA, the author
of the article, concludes that biotechnology
will begin to have a major impact on cotton
production by 1995 and will have led to
widespread changes in how cotton is grown
by the year 2000. Varieties resistant to
Heliofhis and other lepidoptera will likely be
the first genetically-engineered products, fol-
lowed by vaneties resistant to broad-spectrum
herbicides. Eventually, there is the promise of
developing cotton fiber qutity to expand the
range of uses for the already versatile cotton
plant.

It is expected that the fourth Review Article
in this series, which has now been contracted
by the CAB International, will provide an
equally thorough review and assessment of
the literature on the increasingly important
subject of short fiber content in cotton. HVI
measurement techniques now provide rapid
measurement of short fiber content and
uniformity, fiber parameters which are clearly
of great importance to the spinner but which
are not well-understood by many in the in-
dustry. The article is being prepared by Dr.
Hassan M. Behery of Clemson University in
the USA.

I reported to you last year that the Secretariat
hoped to organize support for regional
cooperation efforts in cotton research in
Southeast Africa. However, it was not pos-
sible to organize either with FAO or separate-
ly a regional meeting. Instead, the Secretariat
has contracted with a consultant to prepare a
report on the status of cotton production re-
search in major countries of the region. It is
hoped that this report will describe current

cotton research programs and assess their
strengths and weaknesses, with the hope of
mobilizing intra- or inter-regional coopera-
tion. Once the study is complete, the
Secretariat will prepare, for the Startding
Committee, a report on the resrdts of the four
programs to assist regiorrrd cooperation in cot-
ton production research which the ICAC has
supported over the last three budget ywrs.

Plans are now well underway for the Intema-
tionrd Cotton Research Confe~rrce to be held
in Brisbane Australia, in Febmary 1994. The
FAO has joined with the ICAC in sponsoring
the Conference, which is being assisted by a
grant from the Australian Cotton Research
and Development Corporation. An intern-
ational committee, with representatives from
all the major cotton producing regions, met
yesterday to discuss the program and plans for
the Conference. A brochure describing the
Conference and seeking the intentions of re-
searchers to participate has been distributed
with the documents of this Plenary Meeting. I
wodd like to urge all present to inform cotton
researchers in your countries about the Con-
ference and to assist them participate.

This year’s Research Associate Program was
in the use of cotton statistics. We had the
opportunisty to share our methodology with
ten Research Associates from member
countries and benefitted as well from the
greater understanding of the cotton situation
in their countries which we gained as a restit
of our ten days together. In 1992/93, the Re-
search Associate Program will be suspended
as, in line with the decision of the last Plenary
Meeting, the funds for the program will be
devoted to support of the International Cotton
Research Conference in Australia in February
1994.

I, as well as all the members of the staff of the
Secretariat, look forward to hearing from you
in the next few days and to seeking your
direction regarding the work of the Secretariat
to those areas which will be most usefd and
productive in furthering the functioning of the
world cotton economy.

I wordd like to thank you Mr. Chairman for
the opportunisty to present this report and for
the combined work of the Department of
Trade and Industry and The Liverpool Cotton
Association and its Members in organizing,
arranging and hosting this 51st Meeting of the
International Cotton Advisory Committee.
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Second Plenary Session
Monday September 28, 1992, 11: 15am
Mr. Ben Chapman in the Chair

The CHAIRMAN noted that there would be
time before the lunch break for two scheduled
reports from the Secretariat. He asked Dr.
Townsend to present his report on the current
outlook for the world cotton supply. Dr.
Townsend’s report is attached.

Dr. Townsend reported that the world supply
of cotton during 1992/93 is estimated at 29
million tons, 1.5 million more than in
1991/92. Supplies of rdl types of cotton, ex-
cept extra-fine, he said, are rising. Even in the
coarse category, where a 7% decline in
production is forecast, he noted that a build up
in stocks last season will result in increased
supplies during 1992/93.

The CHAIRMAN then asked Mr. Valderrama
to present his report on world textile demand.
Mr. Valderrama’s report is attached. Mr.
Valderrama noted that world textile fiber con-
sumption remained virtually unchanged in
1991 and reached 37.9 million tons. Low
economic growth resulted in minimal gains in
consumption in industrial countries, while a
5% decline in Eastern Europe and the former
USSR was offset by a 29. increase in textile
fiber consumption in developing countries.
As the world economy gradually improves
during 1992, he said, textile consumption
shotid follow, and growth of 270 to 38.6 mil-
lion tons is forecast for 1992.

The CHAIRMAN recessed the Second Plen-
ary Session for the lunch break at 12 noon.

Mr. David Bumikell in the Chair

The CHAIRMAN resumed the Session at 200
pm and recognized the Secretary General. The
Secretary General announced that Uzbekis-
tan, a major producer of cotton, had shown an
interest in joining the ICAC. He added that
Uzbekistan had agreed to abide by the Roles
and Regdations of the ICAC and to fdfill the
obligations of membership. He asked the
delegates to confirm the membership of Uz-
bekistan with the provision that the initial
calculation of the assessment, usually done at
the time of confirmation, wotid be deferred to
a later date.

The CHAIRMAN invited comments on the
matter of Uzbekistan’s membership. The
CHAIRMAN recognized the delegate of
SUDAN, who said that ICAC is a forum for
international cooperation on cotton. Second-
ing the acceptance of Uzbekistan as a member
of ICAC, the delegate of SUDAN said that he
did not find any reason to deny the member-
ship of Uzbekistan to ICAC.

The CHAIRMAN recognized the delegate of
PAKISTAN who welcomed Uz&kistan to an
intemationrd community with a common in-
terest in cotton.

The delegate of TURKEY also welcomed Uz-
bekistan as a member of an intemationrd as-
sociation of cotton producing and consuming
muntries.

The CHAIRMAN recognimd the delegate of
the USA who remarked that his government
was delighted to have Uzbekistan among the
members of ICAC.

The delegate of ARGENTINA was recog-
nized by the CHAIRMAN. The delegate
joined the other delegates in welcoming Uz-
bekistan to the ICAC. He also suggested that
other cotton producing countries who are not
yet members of the ICAC should join the
Committee.

The delegate of EGYPT said that Uzbekistan
is a major producer of cotton in Asia and that
its joining the ICAC will improve the statis-
tics of the Secretariat

The delegate of INDIA associated his gover-
nmentwith the sentiments expressed by other
delegates and welcomed Uzbekistan to the
ICAC.

The CHAIRMAN recognized the delegate of
PERU. The delegate said that on behalf of his
government he welcomed Uzbekistan to the
International Cotton Advisory Committee. He
stated that, since Uzbekistan has agreed to
observe the Rules and Regdtions of the
ICAC, its membership shodd be confirmed.

In the absence of additional comments, the
CHAIRMAN welcomed Uzbekistan and offi-
cially confirmed the accession to membership
of Uzbekistan to the Committee. The CHAIR-
MAN invited the delegate of UZBEKISTAN
to take his seat as an official delegate to the
51st Plenary Meeting of the ICAC.

The CHAIRMAN continued the morning dis-
cussions on the oudook for world cotton supp
ly and use and asked Dr. Townsend to present
a synopsis of country statements. Dr.
Townsend said that during 1991/92 world
production rose to 20.8 million tons while
consumption remained at 18.6 million tons.
He said the gap between production and @n-
sumption of 2.2 million tons restited in rising
stocks and falling prices. During 1991/92, he
noted that production was record-high in
Australia and Pakistan and nearly record-high
in China (Mainland) and the United States.
Cotton mnsumption, he said, declined in
Europe, India and Japan during 1991/92, but
consumption rose in China (Mairdrmd), China

(Taiwan), Indonesia, Pakistan, Thailand and
the United States.

The CHAIRMAN commented that world cot-
ton supply was higher than mnsumption. He
opened the subject for discussion by the
delegates.

The CHAIRMAN recognized the delegate of
PAKISTAN who said that in Pakistan the
cotton crop had been badly affected by torren-
tial rains and floods. The resulting pest flare-
up cotid not be controlled in a timely fashion
due to wet soil conditions, he said. In Punjab,
the major cotton producing province in Pakis-
tan, he noted that more than 400,000 acres had
been damaged, and that in the second mtton
producing province of Sindh, the loss is very
high. He commented that Sindh prcduced 1.5
million bales (170 kg) during 1991/92, and
higher production had been expected during
1992J93; rains, however, have caused a
production loss of about 75%. The delegate
further stated that as a restit of heavy rains
and flocds, the country has suffered a loss of
over US$5 billion, in addition to the loss of
over 3,000 human lives.

The CHAIRMAN expressed sympathy on his
own bchrdf and on behalf of the delegates for
such a heavy loss to one of the member
countries of the ICAC.

The CHAfRMAN recognind the delegate of
AUSTRALIA who said that Australia exports
about 90% of its production and thus has a
great interest in the Secretariat’s analysis of
price trends. He said the ICAC Secretariat is
an important source of information for
making decisions on co~on production. He
noted that the Secretariat’s September/Oc-
tober issue of COlTON states that the US
marketing loan and Steps 1 and 2 Competi-
tiveness Provisions were instrumental in
maintaining the US share in international
trade and, that without the Step 1 and Step 2
provisions, the US share of world cotton ex-
ports might have dropped to 25% The delegate
said Australia is not concerned so much with
the level of US exports but that the US has
protected its market share with the use of US
Government subsidies, thus depressing world
prices. He referred to the study undertaken by
the Secretariat which has helped delegates to
understand the process of price formation in
the US under Steps 1 and 2. Austrtia
believes, he said, that when world prices go
below the US loan rate, decisions taken in the
US will have a considerable impact on
Australian cotton growers and on growers in
all other cotton producing countries. The
delegate also noted that the Secretariat needs
to refine its price forecasting model and es-
timates of US program effects. He said the US
deficiency payment and the marketing loan
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are other factors which keep the US grower
insulated from world prices. The delegate said
that production subsidies in dl other countries
also have an impact on returns to Australian
growers. The delegate said that his gover-
nmentlooks to the Uruguay Round to negotiate
commitments from all countries to reduce
domestic support prices, to progressively in-
crease market access and to eliminate export
subsidies. He appreciated the decision of the
Standing Committee of the ICAC to form a
working group to examine the anrdysis in
more detail and saw the need for continued
Secretariat analyses of government policies.
The statement by Australia is attached.

The CHAIRMAN recognized the delegate of
ARGENTINA who said that the lower prices
in intemationrd markets are of concern to Ar-
gentina. He said the ICAC is the fomm where
prices and factors affecting prices, like bar-
riers and tariffs, are discussed. He quoted
declarations of ICAC plenary meetings, start-
ing with the 45th Meeting, noting that the
Committee had agreed to minimize and d-
timately abolish subsidies applied to cotton
production. He said that it has rdways been
rerdized that all artificial interventions of
governments should be eliminated to move
toward a free market. He reminded the
delegates of the discussions of the Drafting
Group last year over the use of the word
“subsidies.” He concluded that Argentina
considers that it is necessary and unavoidable
for a sound economy to discontinue direct and
indirect subsidies to production and expofis of
cotton and cotton textiles, to eliminate the
barriers of tariffs applied to cotton fiber and
cotton textfle trade, to eliminate dumping in
the international trade and to eliminate fluc-
tuations originating from subsidies. He con-
tinued that the Argentina delegation is of the
opinion that policies and actions of individual
countries must be in accordance with the ob-
jectives of the Uruguay Round of the GA~
negotiations. The statement of Argentina is
attached.

The CHAIRMAN recognized the delegate of
the USA who expressed his appreciation for
the well-spoken remarks of the delegates from
Australia and Argentina. He said that he
shares their frustration arising from low inter-
national prices. He said the USA endorses
their wish for a successfd outcome of the
Uruguay Round of the GATT, noting that the
matters of internal supports and barriers to
access must be addressed multilaterally and
not unilaterally. He added that US proposals
for agriculture under the GA~ wodd assist
developing countries by assuring them access
and by reducing subsidies over a period of
time. He said the USA has had a market-
onented policy since 1985. The US has
decided not to hold stocks or be the world’s
residual supplier, as had been the case in the
past. The delegate noted that he was personal-
ly involved in the pricing policy of the US and

assured the delegates of a great deal of con-
cern about the possible impact of US decision
on the world cotton industry. The US had
consistently tried, he said, to stabilize prices
rather than take them in one direction. He
stated that the US had always avoided policies
which increased supply beyond a level which
wodd have an undesirable impact on prices.
He referred to the 15% decrease in US area
between 1980 and 1990, noting that in the
same period, area increased by 221% in
Austdia. He reported that US cotton is not
currently used in the dcdation of the Cot-
look A Index because at least five other
growths are as cheap or cheaper. The delegate
said he understood the need of Central Asia to
sell its cotton and again welcomed Uzbekistan
as a responsible member of the Committee.
The delegate added that the US will maintain
a market-oriented cotton program for the
foreseeable future.

The delegate of AUSTRALIA thanked the
delegate of the US for his comments and ex-
planations. He recognized that the solutions to
subsidies were long term and to be found in
negotiations under the GA’lT. He said there is
value in continuing these discussions and in
the exchange of views.

The CHAIRMAN introduced the delegate of
the REPUBLIC OF KOREA who made
several suggestions to producing countries:
That producing countries maintain a certain
level of production to reduce fluctuations in
international prims for cotton, that producers
upgrade cotton quality to meet the require-
ments of consumers; and that there be stand-
ardization of grade descriptions and packing
by producing countries, suggesting that
universrd Cotton Standards (HVI tests) and
Universal Density Standards cotid be a solu-
tion to the problem. His statement is attached.

The CHAIRMAN recognized the delegate of
CHINA (TAfWAN), who introduced Mr.
Brian Chen of Far Eastern Textiles. Mr. Chen
described structural changes in the emnomy
of China (Taiwan). He said the textile industry
is facing serious challenges, such as rising
labor costs, currency appreciation, and in-
creasing imports from other countries. He
noted that in 1982 textile exports amounted to
US$5 billion, or 23% of Taiwan’s toti ex-
ports; in 1991 textile exports reached US$12
billion, equal ordy to one-sixth of the total.
Textile imports rose from US$400 million in
1982 to US$l.2 billion in 1991. He said
China (Taiwan) is adapting to the new situa-
tion by increasing the production of higher
qurdity textile products and modernizing the
industry. The production of higher count
yams and imports of extra-fine types, he
noted, have increased since 1986/87. Imports
have &n diversified, he said, as in 1987 three
countries accounted for 60% of imports by
China (Taiwan), but in 1991 eight countries
accounted for the same share. Mr. Chen in-

vited participants in the Meeting to develop
cooperative =onomic relationships with busi-
nesses in China (Taiwan). Mr. Chen’s paper
is attached.

The delegate of the USA reaffirmed his
country’s support for studies of issues related
to cotton prices and indicated that the US is
ready to be involved in working groups ded-
ing with such issues.

The delegate of AUSTRALIA made a com-
ment on Mr. Townsend’s statement that
government intervention in world cotton
markets is lessening. The delegate noted that
there is little prospect for an improvement in
the market situation in 1992/93.

The delegate of ARGENTINA expressed his
satisfaction with the statement by the US
delegate supporting studies of cotton market
problems. He referred to the objectives and
functions of the ICAC: To observe and keep
in close touch with developments affecting
the world cotton situation; to collect and dis-
seminate complete, authentic, and timely
statistics on world cotton production, trade,
consumption, stocks and prices; to suggest, as
and when advisable, to the governments rep-
resented, any measures the ICAC considers
suitable and practicable for the furtherance of
international collaboration with due regard to
maintaining and developing a sound world
cotton economy. The delegate pointed to the
importance of these functions.

The CHAIRMAN recognized the delegate of
EGYPT, who thanked the UK Government
and the Secretariat for doing a good job or-
ganizing the meeting. The delegate gave a
summary of conditions in Egypt. He stated
that cotton production has declined since
1987/88 and that measures have been taken to
restore Egyptian cotton competitiveness, in-
cluding a new marketing strategy initiated in
1991/92. This strategy, he said, includes (1)
An export docation of no less than 1 million
cantars; (2) Imports to meet domestic
demand; (3) Rerdistic and competitive pric-
ing; (4) A narrowing of price difference be-
tween LS and ELS types; and (5) Export
policy and prices to be announced in Septem-
&r. He noted that the liberfization of the
cotton trade in Egypt is expected to improve
market conditions and the efficiency of Egyp-
tian companies. The fti report of Egypt is a
statement of the Meeting.

The delegate of the REPUBLIC OF KOREA
pointed to an inflow of low priced yams and
fabrics from Pakistan, China (Maitdand) and
Indonesia. He said that the dual price system,
which allowed spinners in Pakistan to buy
cotton below market prices, shodd be
regarded as unfair competition. He also re-
quested cotton shippers to observe strictly
their contract requi~ments regarding qurdity
and time of shipment.
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The CHAIRMAN recognized the delegate of
CHAD who stated that the concerns of
Australia and Argentina are shared by many
producing countries. Cotton accounts for 85%
of exports from Chad and employs 2 million
people. The government of Chad, he said,
does not subsidize farmers as some developed
countries do. He added that farmers in Chad
are in a very difficult situation because of low
market prices, but they have to grow cotton
even though the cost of production is not
covered. He invited dl countries to discuss the
problem of subsidies in the framework of the
Uruguay Round of the GA~.

The CHAIRMAN recognized the delegate of
UZBEKISTAN, who thanked the Chairman
for the opportunity to participate in the meet-
ing. He said that the membership of Uzbekis-
tan in ICAC was an important decision for his
country. The delegate thanked other countries
for their support. Uzbekistan, he said, is play-
ing an important role in the international cot-
ton market and is honored to become a mem-
ber of ICAC.

ATTACHMENTS

The Current Outlook for
Cotton Supply and Use

in 1992/93

Report Prepared by the
Secretariat

INTRODUCTION

What a difference a year makes! One year ago
the Secretariat reported that the basic charac-
teristics of the world cotton market were the
envy of commodity industries worldwide, that
consumption was headed toward a record, that
the season average Cotlook A Index was
forecast to remain above the five-year average
of 73 cents per pound and that adequate, but
not burdensome, supplies wotid remain avail-
able during the season. None of those expec-
tations proved correct during 1991/92. World
consumption did not rise, the average Cotlook
A Index plummeted 24% to 63 cents a pound
and burdensome supplies developed in some
regions of the world, particularly China
(Maidand) and Pakistan. While severrd
delegates a year ago noted that prices were
below values forecast by the Secretariat and
showed no sign of rising, few spoke of the
Cotiook A Index falling a further 20 cents per
pound to less than 55 cents during March
1992.

Market conditions today are different from
conditions which prevailed one and two years
ago, and many industry participants, both
producers and spinners, are pessimistic about
prospects for profitable operation during the

current season. Yet current conditions may be
obscuring sound fundamentals and some imp-
roving trends underlying the world cotton
industry. Despite weak economic growth
worldwide and recessions in several
countries, world cotton consumption did not
faU during 1991/92, although important shifts
in the location of cotton mill use occurred.
Strong increases in consumption were
recorded in the United States, China (Main-
land), China (Taiwan), Indonesia, Thailand
and Pakistan, among other places, and when
economic conditions improve, cotton con-
sumption codd expand rapidly. World con-
sumption has grown just 2% cumdatively
since 1986/87, suggesting that consumers are
deferring purchases of textile goods and
developing pent up demand for cotton
products.

Cotton yields continue to rise worldwide,
resulting in lower production costs per
kilogram of lint and benefiting cotton’s long
term competitive position relative to other
fibers. The average world cotton yield rose
during each of the last three seasons and
reached 596 kilograms per hectare in 1991/92.
The average increase in yields during the
1980s was 16 kilograms per hectare per year,
twice the average annual gain during the pre-
vious 30 years.

Government intervention in world cotton
markets is lessening, although the ided of free
trade in cotton is still some way off. Over 70
countries produce cotton and more than half
control or heavily influenw decisions regard-
ing quantities and prices of production, con-
sumption and trade. A symptom of gover-
nmentintervention is market inflexibilityy. The
disparity between the 24% decline in the
average Cotlook A Index during 1991/92 and
the 4~o decline in production forecast for this
season, a forecast which includes large crop
losses in Texas and Pakistan because of poor
weather, is an indication of the degree to
which government intervention in cotton
markets still exists. A disproportionate share
of the burden of adjustment to lower cotton
prices this season is being born by producers
in countries whose governments do not insu-
late domestic prices from international market
conditions, and because the production
response to the decline in prices has been
relatively modest, world cotton prices will
probably remain below average for at least
another season. However, many governments
are easing or eliminating government regula-
tion of domestic cotton industries, and ongo-
ing efforts in Colombia, Egypt and Uganda
serve as examples of such efforts. In Plenary
Meeting Statements, the ICAC has long sup
ported the concept of reduced government
intervention in the markets for cotton and
cotton textiles. To the extent that this wncept
is adopted, average prices received by
producers cotid be increased.

WORLD SUPPLIES AMPLE

After a season in which production was rewrd
high, consumption did not grow and stocks
incrwed to 50% of annual use, the world
cotton industry is expecting production to
more closely match mnsumption during
1992./93. During 1992J93, world production is
forecast to decline 49. to 19.9 million tons,
while consumption is forecast to rise 3.6% to
19.2 million tons. However, slow world
economic growth continues to dampen cotton
mill use in many regions, and three-fourths of
the increase in world wnsumption is expected
to occur in China (Maitdand). Consumption in
the rest of the world is expected to rise just
140,000 tons. Worldwide, the gap between
production and consumption is expected to
narrow from 2.25 million tons to 700,000 tons
in 1992/93. Nevertheless, barring a colossrd
change in current expectations of world
production, stocks will rise for the third con-
secutive year, especially in exporting
countries, and prices will likely remain near
levels seen during 1991/92. Production out-
side China (Mainland) is expected to ap
proximately equal consumption, and about
hti the growth in world ending stocks will
probably occur in China (Mairdand). As a
proportion of consumption, stocks outside
China (Mairdand) may decline modestly
during 1992/93.

Much of the pressure on world prices being
experienced this season can be explained by a
shift in the net trade position of China (Main-
land). During 199 1/92, imports by China
(Mainland) exceeded exports by 245,000
tons, but exports during the current season are
expected to exceed imports by approximately
the same amount. Thus, rather than account-
ing for 4~o of the world’s imports as in
199 1/92, China (Mairdand) is expected to
supply 5% of the world’s exports during
1992./93.

A lack of aggressive selling on the part of
China (Mainland) has been noted early this
season. Chinese stocks as of August 1 are
estimated at more than 3 million tons, and
with production expected to exceed consump-
tion again, exports from China (Mairdand)
would have to rise to 60,000 tons per month
to prevent a further rise in stocks during
1992/93. However, exports during June to-
taled just 10,000 tons and no large srdes have
been noted. During June, July, August and the
first part of September, quotes in Cotton Out-
look for Chinese 329, cotton in the medium
category, fell from more than 70 cents per
pound to less than 65 cents. During the same
months, the Cotlook A Index fell by a greater
percent, and the ratio of quotes from China
divided by the Index increased from 1.09 to
1.16. Some analysts suggest that current
world prices are below the cost of cotton
procurement in China (Maitdand), explaining
the hesitancy to offer more aggressively. The
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mst of procurement of seed cotton, ginning
and transportation to fob locations has been
estimated as high as 70 cents per pound, how-
ever differing assumptions about exchange
rates can cause great variation in such calcula-
tions. Another explanation for a lack of ag-
gressive offers from China (Mairdand) maybe
a natural conservatism and a desire to build
stocks after three seasons as a net importer.

A second important factor explaining the
weakness in cument prices is a rise in exports
from Centrrd Asia to destinations outside the
former USSR. The supply of Central Asian
cotton available to destinations outside the
USSR and COMECON is estimated to have
grown from 300,000 tons during 1990/91 to
600,0M tons last season, and additional
growth to 800,000 tons is forecast for
1992/93. As many as half of these transactions
may involve barter at prices below prevailing
market rates for cash sales, resdting in
downward pressure on world cotton prices.
Production in Central Asia is estimated at 2.3
million tons during 1992/93, the lowest since
1983/84, but consumption in Russia and other
importing republics of the former USSR is
f~ing by an even greater amount. Central
Asian ending stocks may remain unchanged
at more than one-fourth of disappearance,
despite efforts to expand exports.

With exports from China (Mairdand) and
Central Asia rising in a market environment
of little growth in imports, competition among
exporters for market share is intensifying, fur-
ther pressuring world prices. As a symptom of
increased export competition, and as a con-
tributor to lower world prices, the marketing
loan and competitiveness provisions of the US
cotton program resulted in combined pay-
ments to producers and buyers of US cotton
totaling 13 cents per pound in mid-September.
Despite these payments, US exports are
forecast to fall from 2370 of world exports in
1991/92 to 22% in 1992193, largely because
of lost sales to China (Mainland).

The cotton industry in Pakistanis also react-
ing to increased export competition. A tripling
of ending stocks in Pakistan during the past
two seasons, and an expectation that produc-
tion wotid exceed consumption during
1992/93 as well, led the Government of Pakis-
tan in August to announce a new formrda used
to calculate taxes on cotton exports, effective-
ly reducing export taxes at current prices.
Even considering the loss in 1992/93 produc-
tion resulting from floods in September, ex-
ports from Pakistan are expected to rise to
600,000 tons, the highest since 1988/89, and
ending stocks in P&stan will still remain
above average relative to disappearance.

Because of the likelihood of increased com-
petition for market share among the major
exporters during 1992/93, strong world
economic growth will be needed to boost cot-

ton consumption and prevent cotton prices
from faUing below levels reached in 1991/92.

Total cotton use in China (Mainland) is
forecast to rise from 4.3 million tons in
1991/92 to 4.8 million in 1992/93. Non-mill
use of cotton, including medical uses and pad-
ding, is expected to rise from 350,000 tons to
500,000 tons, while mill use will account for
an additional 400,000 tons of increased use.

Cotton use outside China (Mainland) is ex-
pected to rise 1% during 1992/93 as growth
slows in several countries which experienced
rapid increases in recent years. Consumption
in the US reached 2.07 million tons in 1991/92
and is forecast to remain nearly the same in
1992/93, as rising textile imports offset in-
creased consumer purchases. Stronger
economic growth is expected to lead to in-
creased consumption in India, where an
economic recession lessened cotton use
during 1991/92. The rate of growth of con-
sumption in Pakistan is expected to slow by
half during 1992/93 because of large stocks of
yam, reflecting the saturation of many yarn
markets, and because the special advantage
enjoyed by spinners in Pakistan in the pur-
chase of cotton has largely evaporated with
the decline in world cotton prices and the
change in the tax rates charged on Pakistan
lint exports announced in August.

Little change in cotton consumption is ex-
pected in East Asia where growth in Thailand,
Indonesia and China (Taiwan) will probably
be offset by decreases in Japan, the Republic
of Korea and Hong Kong. Likewise, little
change is expected in mill use in Western
Europe, after a season in which consumption
fell to an eight- year low. Cotton use in Eastern
Europe and the former USSR is expected to
slide further during 1992193.

COTTON SUPPLI~ BY TYPE

The world cotton supply (beginning stocks
plus production) is estimated at a record 29.3
million tons in 1992/93, 1.5 million tons
greater than in 1991/92. The Secretariat’s
statistics on world cotton supplies are or-
ganized into six categories based on common-
ly perceived competitive relationships be-
tween cottons of differing qualit y, vanet y and
geographic ongins. Separate statistics on
extra-fine cotton have been kept since the
1960s and cover Pima, Barakat, Egyptian cot-
tons and extra-fine vaneties in India and
Central Asia. The fine category is typified by
US SJV and also includes Acala cotton from
Israel and Colombia, the be~er qualities from
the Izmir region of Turkey and the upper
ranges of Pervyi from Central Asia. The high-
medium and medium categories include cot-
ton used to cdctiate the Cotlook A Index,
while the coarse category includes cotton in
the Cotlook B Index calculation. A final
waste/padding category includes unspinnable
types such as desi, scarto and cotton used as

padding in China (Maitdand). In 1992J93, the
supply in the waste padding category is es-
timated at 1 million tons, or 4% of world
cotton supplies.

Increased supplies are expcted in all
categories during 199203 except extra-free.
Even in the coarse category, where production
is expwted to dwline 7%, world supplies will
be larger this season be~trse of art increase in
stocks during 199 1/92. Coarse cotton supplies
rose from 31% of world cotton supplies in
1990/91 to 32% last season, and an additional
increase to 33~o is expected this season.

EXTRA-FINE COTTON DEMAND
SLUMPING

The market for extra-fine cotton is charac-
terimd by slumping demand caused by shifts
in fashion, slower economic growth and the
installation of spinning equipment capable of
producing expensive textfie products using
cotton in the fine and high-medium
categories. Exports of extra-fine cotton fell
below 200,000 tons in 1991/92, probably the
lowest level of trade in the extra-fine category
in decades and less than hdf of world extra-
fine exports during 1986/87. During 1991/92,
exports of extra-fine cotton to countries in
Eastern Europe and the former USSR fell to
an estimated 8,000 tons, one-tenth the level of
shipments during 1989/90. Shipments to des-
tinations outside the former COMECON
region also fell, signaling a broad erosion of
market share for extra-fine cotton. Exports to
the three largest extra-fine cotton importers,
Japan, Italy and Germany, fell from a com-
bined 115,000 tons in 1990/91 to 90.000 tons
in 1991/92.

Export sales from Egypt increased to 20,000
tons during 199 1/92, but shipments were far
less than the 50,000 tons anticipated by the
Secretariat one year ago. Nevertheless, as
noted in its country statement, Egypt’s policy
of pricing cotton competitively resulted in
increased market shares in Europe and Asia
during 1991/92. Indian extra-fine exports
were estimated at 25,000 tons one year ago,
compared with acturd shipments estimated at
zero because of a decline in production and
weak demand, and US exports declined be-
cause of reduced begitming stocks in 1991/92.

A modest incrcme in world extra-fine exports
may occur during 1992/93 because of in-
creased production in the United States and
lower prices offered by Egypt. However
prices quoted in Cotton Outlook for American
Pima, a representative type in the extra-fine
category, averaged 84% higher than the Cot-
look A Index during 1991/92 and remained
nearly as high relative to upland prices during
the first part of 1992/93. The price for Giza 75
in 1992/93, a variety from Egypt which com-
petes with Pima, was 75% above the Cotlook
A Index in mid-September. A difference in
prices between the extra-fine and medium
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categories of that magnitude will probably
prevent a strong resurgence in demand for
extra-fine cotton this season.

A continued decline in production of extra-
fine cotton is forecast for 1992/93, possibly
the sixth consecutive year of decline. Produc-
tion fell 6% to 926,000 tons in 1991/92, and
production in 1992/93 is estimated at 917,000
tons. The largest declines in production are
expected in Central Asia and China (Main-
land), where domestic industries do not wish
to purchase extra-fine cotton at relatively high
prices determined administratively. Reduced
production is estimated in Peru primarily be-
cause of general economic diffictities. A
production gain of about one-fifth is expected
in the United States because relatively attrac-
tive returns for American Pima, including
government support payments, relative to
upland cotton at the time of planting en-
couraged an increase in area. The end of
drought conditions in Israel last winter is
resulting in higher production of Pima this
season.

FINE COTTON PREMIUM
REMAINS ~GH

Exports of fine cotton rose to more than
800,000 tons during 1989/90 but have fden
during the two seasons since, and fine cotton
exports are not expected to rise during
1992/93. SJV cotton from the United States
accounts for nearly two-thirds of world ex-
ports in this category. Quotes in Cotton Out-
look for Califomia/Acala SJV averaged 18%
higher than the Cotlook A Index during
1991/92, compared with an average premium
of 1290 in 1990/91 and 890 in 1989/90. The
rising premium for SJV reflects a decline in
the amount of fine cotton available for export
since 1989/90. During the early part of the
current season, the SJV premium over the
Cotlook A Index rose to 19%, even though
fine cotton supplies worldwide seem to be
increasing.

World production of fine cotton is estimated
at 1.65 miflion tons in 1992/93, compared
with 1.53 million last season, and the supply
of fine cotton is expected to rise 10% to 2.15
million tons. However, of the 200,000 ton
increase in expected fine cotton supplies,
185,000 tons are being accounted for by
countries which do not emphasize exports,
China (Mairdand) and India. In the two largest
fine cotton exporters, the US and Austrrdia,
fine cotton supplies are expected to rise just
5,000 tons, allowing little growth in world
fine cotton exports despite an increase in over-
all supplies. US exports of all types are declin-
ing this season, and smaller SJV exports are
possible as well. Despite the operation of the
marketing loan ‘and competitiveness
provisions of the US cotton program, US cot-
ton remains comparatively expensive because
US cotton stocks are smaller relative to

domestic use and exports than are stocks
worldwide.

Ending stocks of fine cotton are forecast to
rise to 600,000 tons in 1992/93, compared
with bcgirming stocks of 500,000 tons. The
largest increases in stocks are expected in
China (Mairdand), India and the United
States. Supplies of fine cotton will account for
about 8% of the total world cotton supply
during 1992./93, possibly a bit higher propor-
tion than in 1991/92. Consumption of fine
cotton in the major producing countries is
expected to rise because of increases in con-
sumption of dl types of cotton in China
(Mainland) and India

LITTLE CHANGE IN MEDfUM
COTTON STOCKS

Ending stocks of high-medium and medium
cotton are ex~cted to rise just 57. to 4.3
million tons in 1992J93, while world cotton
st~ks are rising by 7~0. As a share of world
cotton supplies, high-medium and medium
cotton supplies are falling from 52~0 to 5 lYo.

Production of high-medium cotton among the
major exporters is expected to decline from
3.65 million tons in 1991/92 to 3.4 million
tons this season. The biggest decline in high-
medium production is expected in Austdia,
but reduced harvests are forecast for China
(Mainland), Francophone Africa and the
United States also; production in Syria and
India will probably rise. Consumption of
high-medium cotton is expected to rise in
China (Mairdand) and India, but will probably
be stable in other producing countries. Ex-
ports of high-medium cotton are expected to
be about the same as in 1991/92, 1.2 million
tons, but shifts in market share will occur
among supplying countries. Exports from
Centrrd Asia and China (Mairdand) are ex-
pected to expand, rdong with total exports
from the two countries, while high-medium
exports from Australia, Francophone Africa
and Paraguay are expected to decline because
of reduced supplies in 1992/93. Exports from
the US are expected to be the same as in
1991/92.

Reflecting the reduction in high-medium sup-
plies available for export, quotes in Cotton
Outlook for Austdian Middling and Califor-
nia/Anzona Middling were 11YOabove the
Cotlook A Index during August and the first
half of September, compared with an average
premium of 8% in 1991/92.

Medium cotton production among the major
suppliers is expected to fall from 6.3 million
tons to 6 million, but larger begitming stocks
are boosting medium cotton supplies this
season and allowing for an increase in ex-
ports. The increased export availability of
medium cotton may be contributing to the
current weakness in the Cotlmk A Index.
World ending stocks of medium cotton rose to

45% of total disappearance of medium cotton
in 1991/92, and the same ratio of medium
cotton stocks to use is expected this s-son.
During 1989/90 and 1990/91, when the Cot-
look A Index was above 80 cents per pound,
the medium mtton stocks-to-use ratio was
less than .40.

Beginning stocks of medium cotton for
1992/93 in China (Mairdand), India and the
United States in total, are more than double
what they were in 1991/92, and exports from
all thw countries are expected to rise this
season. Exports of medium cotton from China
(Mainland) and India will rise from relatively
small amounts to nearly 200,000 tons
together, while US medium cotton exports are
forecast to increase by 150,000 tons to
400,000. Increased medium exports are ex-
pected from Central Asia as well. Reduced
medium cotton exports arc expected from
Australia, Francophone Africa and Pakistan,
because of reduced production this season,
and from Paraguay because of very small
beginning stocks

COARSE CO’ITON SUPPLI~ RISING

World production of wtton in the coarse
category rose by more than 1 million tons to
6.4 million tons in 1991/92, and coarse cotion
production will be nearly as large in 1992/93,
despite reduced production prospects in the
United States and Pakistan. High production,
combined with beginning stocks of nearly 3
million tons, will result in the supply of coarse
cotton rising to nearly 9 million tons in
1992/93, or one-third of world cotton sup-
plies. Because of the increase in coarse sup-
plies relative to supplies of medium otton,
the gap betw~n the Cotlook B and A fndexes
is widening. The Cotlook B Index fell from
94% of the Cotlook A Index during 1989/90
and 1990/91 to 93% last s~son, and the Cot-
look B Index averaged just 91% of the Cot-
look A Index during the first portion of the
current season.

Production of coarse cotton in the US is
forecast at 700,000 tons, down 400,000 tons
from 1991/92 because of poor weather early
in the season. US coarse cotton exports are
expected to decline by more than 200,000 tons
to 300,000. Exports of coarse cotton from the
US in 1991/92 were an estimated 550,000
tons. Production of coarse cotton in Pakistan
is estimated at 1.8 million tons, compared
with 1.95 million last season. However,
stocks of coarse cotton in Pakistan rose from
100,000 tons at the start of 1991/92to 600,000
tons this season, providing ample supplies for
export. Exports of coarse cotton by Pakistan
are forecast to more than double to nearly
500,000 tons. Still stocks in Pakistan cotid
rise this season. Smaller exports are expected
from Argentina because of reduced beginning
stocks.



22 SEPTEMBER 1992

Even though world production of coarse cot-
ton is expected to fall in 199193, ending
stocks could increase to more than 3 million
tons. Consumption of coarse cotton is rising
in China (Mainland), India and Pakistan, thus
boosting consumption in the major producing
countries. However exports of coarse cotton
are not rising, partly because world cotton
exports are not increasing and also because
some exporters have policies favoring the ex-
port of higher-priced cotton, reserving coarse
cotton for domestic use. China (Mairdand),
for instance, generally exports no coarse cot-
ton. As a result, exports of coarse cotton have
fallen since 1988/89, and ending stocks of
coarse cotton are rising, both in absolute terms
and as a percent of the world total.

World Textile Demand

Report Prepared by the
Secretariat

INTRODUCTION

As the world economy slowed in 1990 and
1991, the textile market entered into recession
and end-use textile fiber consumption
declined. Sluggish world economic growth in
1991 was the result of sharp declines in
economic activity in Eastern Europe and the
former USSR and slower growth in industrial
countries as recession conditions accentuated
in six countries including Canada, Firdand,
Sweden, Switzerland, the United States and
the United Kingdom.

World textile fiber consumption measured at
the level of the fina3 consumer is estimated to
have remained virtually flat during 1991 and
textile consumption per capita declined for
the second year. The experience of the last 20
years shows that textile consumption
recuperates vigorously aft er recession
periods. Current projections suggest that
world economic activity in 1992 is gradually
recuperating, but, with GDP growth still
below the average of the past decade, textile
fiber consumption is expected to increase 290,
a rate similarly below average. More vigorous
economic growth in the next two years shodd
set the conditions for a rebound of textile
consumption.

WORLD ECONOMIC OUTLOOK

The recent slowdown of world economic ac-
tivity was more persistent than previously
forecasted. The world economy is estimated
to have grown 0.3% in 1991, one percent less
than projected by major forecasting organiza-
tions in October 1991. Simfiarly, economic
recovery in 1992 is expected to be more
gradual with world GDP projected to grow
1.5%. It is also expected that fdl recovery
could take place in 1993 when world GDP
growth codd achieve the 3% long-term
average.

The most volatile component of world
economic performance has been the estimate
of GDP growth for Eastern Europe and the
former USSR. Estimates of the decline in
1991 for that region range between 4% and
169.. In addition, estimates of economic per-
formance in industrial countries in 1991 have
been lowered from 1.9% to 0.8% and frdl
recovery, initially expected for 1992, is now
projected for 1993.

Economic growth in industrial countries
during 1991 was maitdy affected by reces-
sions in the United States, Canada and the
United Kingdom, which together comprise
45% of GDP of industrial wuntnes. Fidand,
Sweden and Switzerland, accounting for 3%
of GDP in industrial countries, were rdso in
recession in 1991. However, with Germany
and Japan experiencing a lag in their business
cycles and growing at higher rates than the
remaining countries, industrid countries
grew 0.8% in 1991, a rate above the rest of the
world. As economic conditions in both Ger-
many and Japan have softened and recovery
in the United States is ordy gradual, GDP
growth in industrial countries in 1992, is
projected to be 2%.

In contrast to the recessions in 1974-75 and
1980-82, low rates of inflation have allowed
monetary authorities in some industrial
countries to lower interest rates in order to
stimtiate their economies, in partictiar in the
United States, the United Kingdom and Japan.
In addition, there is an absence of the major
disturbances in commodity markets ex-
perienced in the previous two recessions.
These two elements are the main reasons for
the improved prospects for recovery in in-
dustrial countries.

Economic activity in the United States is ex-
pected to continue strengthening although at
a gradual pace. GDP increased at an average
annual rate of about 1.7~oduring the last three
quarters of 1991, increased by 2.9~0 in the
first quarter of 1992, but slowed again to 1.4%
growth in the second quarter. Recent monthly
indicators do not conclusively suggest that the
U.S. economy is back on track. Exports and
production indicators increased in Jdy and
payrolls were reported to increase in metals,
wood and apparel and textile sectors, while
manufacturing employment, housing starts
and consumer confidence declined in August.
During the second half of 1992 the economy
shotid benefit from current low interest rates
and relatively easy monetary policy earlier in
the year. It is expected that the U.S. economy
will grow 1.670 in 1992. Growth in 1993 is
expected to be 390, although some concerns
about economic performance in 1993 remain
as expanded interest rate differentials be-
tween the U.S. and Europe and the recent
decline of the U.S. dollar in international cur-
rency markets will likely reduce the inflow of

fiiancird capital necessary to maintain ex-
panding economic activity.

In Germany, GDP growth decelerated in 1991
to 2.9% as tax increases to finance the process
of unification, high interest rates that
responded to rising inflation and weak foreign
demand for German products reduced the
growth of effective demand. Growth in Ger-
many is expected to slow further to 270 in
1992. Germany’s government deficit in-
creased considerably during 1991. It is ex-
pected that the deficit will be maintained at
about the same level in 1992, but the pressures
created in financial markets will likely
prevent interest rates from declining. The
German economy is expected to resume
average 3% growth levels in 1993, as transfers
from the government allow strong growth in
construction and consumption.

In Japan, the deceleration of economic growth
in 1991 took place as fixed investment went
from its average 10% growth to 3.5%. In early
1992, industrial production declined sharply,
consumer confidence was eroded with
reported serious difficdties in the financial
system and exports declined responding to
weak foreign demand. Despite continued con-
sumer and government spending led by
government fiscal policies and lower interest
rates, some economic indicators such as a
decline of 18% in car srdes in August suggest
that the economy is still growing below
average. The Japanese government an-
nounced in early September an enhanced
emergency spending plan aimed at rescuing
the financial system to allow the economy to
benefit from stable lending. A 2.9% GDP
growth is expected in 1992 and 3.5% growth
in 1993.

Developing countries managed to maintain
GDP growth above 2% in 1991, despite slow
growth in industrid countries. Led by con-
tinued strength in Asia and resumption of
growth in Latin America, developing
countries are expected to grow 3.2% in 1992
and 3.6% in 1993. It is recognized, however,
that developing countries, excluding the fast
growing economies of East Asia, are at a
cnticrd point. Steady and sustainable growth
in per capita GDP depends on the success of
economic reforms recently introduced in vir-
tually all developing countries and a favorable
external economic environment.

In Africa, as the terms of trade declined with
declining prices of exportable commodities
and falling export receipts, GDP growth
remained stagnant growing 1.4~o in 1991 and
income per capita fell. It is expected that as
African exprts increase with increasing
economic activity in industrial countries, the
region’s GDP in 1992 and 1993 could grow
above popdation growth and income per
capita improve. Current projections for the
region with GDP growing 2.7% in 1992 and
3~oin 1993 maybe optimistic considering the
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impact of the recent drought in Southern
Aftiw

Gro~h in developing countries in Asia con-
tinued at about 5.590 in 1991 and is expected
to remain at this level during 1992 and 1993.
Very high growth rates were achieved in the
NIC group (ex@pt for the Republic of Korea)
and China (Mairdand), due to new or en-
hanced export markets in Europe and within
Asia. The region’s average growth was
achieved in South East Asia where strength of
domestic demand led the economy. Growing
below the region’s average are the economies
of South Asia and the Philippines where struc-
tural adjustments, weak fiscal positions and
pressures in currency markets have impacted
economic performance negatively.

The economies of the Middle East are ex-
pected to recover sharply in 1992. After the
disruption of the Gulf War in 1991, with the
exception of Iraq, oil exports and normal
economic activity have been restored. It is
expected that GDP growth in the region will
surge to 15% in 1992 and 7.3% in 1993.

GDP growth in Latin America and the Carib-
bean recuperated to 2.8% in 1991 after a slight
decline in 1990. Projections for GDP groWh
of 2.7% in 1992 and 4.2~0 in 1993 assume
succcssfd continuation of economic reforms,
strengthening of world trade and moderate
increases in commodity prices. As interest
rates in the United States, the United
Kingdom and Japan have declined recently,
Latin American economies, highly restricted
by their debt burden, shodd have more room
for prudently managed macroeconomic
policies.

TEXTILE AND COTTON DEMAND

Current Estimates for 1991

World textile fiber consumption at the end-
use level remained virtually unchanged and
reached 37.9 million tons in 1991. Low
economic growth restited in only minimrd
gains of textile fiber consumption in industrial
countries, and a 5~o decline of fiber consump-
tion in Eastern Europe and the CIS region was
offset by a 290 increase in developing
countries. Developing countries account for
45% of world consumption, while Eastern
Europe and the CIS account for 14%.

Within developing countries, textile fiber
consumption increased 4~oin Asian countries
to reach 11.4 million tons in 1991, while small
declines were recorded in the Africa, Middle
East and Latin America and Caribbean
regions.

World per capita textile fiber consumption
declined for the second year from 7.4
kilograms in 1989 to 7.2 kilograms in 1990
and 7.1 kilograms in 1991. The largest decline
took place in Eastern Europe and the CIS
region, but declines are dso estimated for

industnrd and developing countries during the
two year period.

Both cotton and noncotton fiber consumption
declined compared to 1989 levels. However,
high prices of cotton in relation to prices of
other fibers in 1990 increased the competi-
tiveness of noncotton fibers in 1991. Record
low stocks during the 1990/91 season also
contributed to lower consumption as cotton
available in world markets was reduced. As a
result, while cotton mnsumption declined
0.4% from 18.7 million tons in 1990 to 18.6
million in 1991, noncotton fiber consumption
increased 0.7% from 19.2 million tons in 1990
to 19.3 million in 1991. Cotton’s share of the
textile market declined from 49.4 in 1990 to
49.1% in 1991.

Textile Consumption in 199294

Research by the Secretariat presented during
the 49th Plenary Meeting in Montpelier,
France, suggests that in recession times the
relationship between income and textile mn-
sumption becomes stronger as consumers
restrict the acquisition of new textfies due not
only to lower rerd income levels but also to
uncertain y about future sourws of income.
Also, as economic conditions improve and
recession ends, existing textile stocks of the
find consumer are worn-out and diminished,
forcing consumers to replenish stocks.

In fact, the year following the last two reces-
sions textile consumption resumed growth at
impressive rates. In 1976, following the 1974-
75 recession, world textile fiber consumption
increased 7.490 and in 1983, following the
1980-82 recession, textile fiber consumption
increased 4.4%.

As the world economy gradually steps out of
recession in 1992, textile consumption, sensi-
tive to overall economic activity, should fol-
low higher economic growth. The ICAC tex-
tile demand model forecasts a 270 increase of
textile fiber consumption from 37.9 million
tons in 1991 to 38.6 in 1992.

Contrary to the past two recessions, the
economic recovery being experienced in 1992
is not as impressive. With world GDP ex-
pected to grow 1.6% and Popdation growing
at 1.7%, world in~me per capita is expected
to decline slightly in 1992. However, while
GDP per capita is expected to decline in the
Eastern Europe and CIS region, GDP per
capita in industrial and developing countries
is expected to increase. Accordingly, the tex-
tile forecast suggests that textile consumption
will increase 1.2% in industrial countries and
4.5% in developing countries in 1992. Textile
consumption in these two groups of muntries
comprises 86% of world consumption. The
forecast of textile consumption in Eastern
Europe and the CIS suggests a 3% decline in
1992.

The post-recession effect on textfle fiber con-
sumption is expected to be completed in 1993
when the world economy wuld grow 2.8%.
The ICAC textile demand model suggests that
world textile fiber consumption will grow
3.6% in 1993 and continue growing 2.6% in
1994, the average growth rate of the past
decade.

As changes in forecasts of world economic
growth have become more frequent due to
recession conditions in 1991 and the disrup
tions caused by major political events over the
last two years, the Secretariat investigated the
possible response of textile fiber consumption
in 1993 to a range of different scenarios for
world economic gro~h. The results of this
exercise suggest that in 1993 the post-1991
recession effects will be strong enough to
result in textile fiber consumption growing at
a rate above 3.4%, so long as world GDP
growth is above 2%.

Cotton Consumption in 1992-94

World cotton consumption is expted to
grow 0.9% in 1992 and to lose market share
from 49.1 in 1991 to 48.6% in 1992, as textile
consumption increases by 2%. High cotton
prices in 1991 relative to prices of other fibers
allowed noncotton textiles to capture market
share. As cotton prices have declined substan-
tially since August 1991 and are likely in 1993
to remain at lower levels than in the period
1989-91, cotton codd regain market share to
reach 49.7% in 1993 and 49.9% in 1994.

EVOLUTION OF COTTON’S
MARKET SHARE

An inspection of the evolution of cotton’s
market share during the 1980s suggests that
the paw of the gains of cotton’s market share
experienced over the last 14 years is not cer-
tain to continue in the remainder of the 1990s.
FAO data for industrial countries from 1980
through 1990 show that the gains in cotton’s
market share over the 1980s were the resdt of
impressive gains in virtually all industrial
countries. These gains were, however, partial-
ly offset by lost market share in Eastern
Europe and the CIS region, as well as in
developing countries.

The loss of market share in Eastern Europe
and the CIS can be wily explained since the
planned economies in that region determined
the growth of production or imports of mch
textile fiber and, therefore, cotton’s market
share. Similarly, the initial process of in-
dustrifiz.ation of developing countries found
the economies of scale necessaV to produce
and consume chemical fibers.

However, within industrial countries, all sub-
ject to essentially the same fiber price impacts
and with developed chemicrd fiber production
infrastmctures, the evolution of cotton’s
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market share, very uniform in the early 1980s,
became notably different in the late 1980s.

In countries like the United States, Germany,
France and the United Kingdom, cotton’s
market share increased almost steadily during
the 1980s. In Japan, however, market share
increased from 41.5~0 in 1980 to 53.790 in
1986 but then fell to 37~0 in 1990. Similarly,
in Italy cotton’s market share increased from
39.7% in 1980 to 50.2% in 1987, but
decreased to 43.2% in 1990.

The competitiveness of cotton can be broken
into three main components: price, quality
and diversity of uses. The maniptiation of
historical data shows the evolution of market
share as a combination of these three factors.

Recognizing these limitations the ICAC tex-
tfle model developed a technique to project
market share that captures the impact of prices
through a direct price elasticity of cotton and
noncotton consumption and indirectly the im-
pact of the remaining two competitiveness
factors as a differential of the income elas-
ticity. The restits of the ICAC textile model
suggest that cotton market share gains are the
result of both price and nonprice competitive-
ness, as cotton is more sensitive to both in-
come and prices than noncotton fibers.

Since prices can be assumed to have had
similar effects in all industrid countries and
the diversity of uses in all industrial
economies is likely to be similarly advanced,
the differences in the evolution of market
share in the late 1980s in industrial countries
can be attributed to quality competitiveness.

Finally, it shotid be acknowledged that
quality is a broad definition regarding the
physical properties that make a product more
durable and efficient. Efficiency, however, in
the case of textile consumption for apparel
and many household uses is related to the
more subjective realm of the attractiveness
that captures the imagination of consumers.

Statement of Australia

Australia exports more than 90~o of its raw
cotton production and thus has a major inter-
est in the Secretariat’s analysis of price trends.
To Austrtian farmers, the ICAC estimates
represent an important source of information
for decision mting on whether to grow cot-
ton or another summer crop. To those with a
cotton crop to sell, price forecasts for the
current and subsequent crop year are impor-
tant to their risk management strategies. There
is no Australian Government assistance
specific to cotton growing, processing or
marketing.

The Secretariat’s September/October Reviw
of the World Situation states that the United
States (US) marketing loan and Steps 1 and 2
of the competitiveness provisions appear to

have been instmmental in maintaining US
share of world trade outside the USSR at 3090
in 1991/92. The Secretariat notes that without
the Step 1 and Step 2 provisions, the US share
of world trade might otherwise have been
expected to f~ to 25%.

These provisions of the US cotton program
allow for the payment of subsidies, additional
to the deficiency payments to growers. We
consider that Step 2 in partictiar, as a direct
export subsidy, has underpinned the enhanced
US expott performance. Austrfia is not so
much concerned at the level of US export
penetration but that it has been achieved by
virtue of US Government subsidies which
have the effect of exacerbating falling world
prices.

The introduction last year of Step 1 and Step
2, coinciding with a steep fd in futures and
physicrd markets for cotton, prompted
Australia’s request which was strongly sup-
ported by a number of countries, that the
Secretariat quantify the impact on world
prices of their introduction.

The Secretariat has completed its task and
presented information on the price impact of
the marketing loan combined with Step 1 and
Step 2 effects. We regard the analysis carried
out as a very usefd addition to knowledge of
the US cotton program. We were hoping for a
more precise measure than the 1 to 6 cents per
pound calcdated. More importantly, how-
ever, we think that the Secretariat cotid con-
tinue to assist the governments of cotton
producing countries and cotton growers to
better understand the process of price forma-
tion when Steps 1 and 2 are triggered.

Australia has no argument with the proposi-
tion that sales from Centrrd Asia have been the
major factor underlying falling world prices
during 1991/92, particularly with respect to
world price levels above the US loan rate.
When world prices fall below the level of the
US loan rate, it is considered that decisions
taken in the United States have a significant
impact on the level of returns to Australian
cotton growers.

While we recognize the difficulty of identify-
ing all the variables which affect price, we
wodd encourage the Secretariat to give ongo-
ing consideration to refining the model on
which it bases its price estimates, with a view
to increasing the accuracy of its price es-
timates generally as well as refining its es-
timate of US program effects.

We remain of the view that Step 1 and Step 2
have an effect of their own in a falling market,
exacerbating price falls. We also remain just
as concerned as we were early in the 1991/92
season that, at current and prospective world
price levels, the US cotton program with its
competitiveness provisions will continue to
operate to the detriment of Austrrdian cotton

farmers. Indeed it will add to the detriment of
all producing countries outside the US.

Australia strongly supports the suggestion
made by the delegate of Pem at the 10 Sep-
tember meeting of the Standing Committee
that a wor~ng group be formed to examine
and report on the Secretariat’s studies of the
US and Pakistan cotton programs. Austrtia
wodd be willing to provide to a working
group, its observations of the manner in which
those programs affect price formation in
world markets.

While we believe that some elements of the
US mtton program have a noticeable impact
on world markets, other influences are less
discernible but nevertheless impact on prices.
US deficiency payments and the marketing
loan have instiated US cotton growers from
market forms and thus changes in world
prices are not reflected in planting decisions.
Returns to growers via the deficiency pay-
ments are still linked to production levels and
the long and short term effect of that is to
encourage overproduction.

Our concerns in regard to subsidies extend, of
course, to all forms and W nations. I can
assure our friends from the United States that
we will take a similar interest in subsidization
of cotton production by other member gover-
nmentsof the ICAC. At the present time, how-
ever, we wodd have to conclude that the
profitability and indeed the viability of
Australian cotton production will be in-
fluenced most significantly by the operation
of Steps 1 and 2 of the US cotton program.

The Australian Government looks to the
Umguay Round of Mtdtilateral Trade
Negotiations to negotiate commitments from
all countries to win back domestic support,
progressively increase market access and
progressively eliminate export subsidies. We
regard the efforts of the US in pursuit of that
outcome as fundamental to its achievement.

Irrespective of the Umguay Round outcome,
however, we remain strongly of the view that
the ICAC Secretariat shodd continue to con-
duct analyses, for which it is well qualified,
of the price effects of member government
programs. We folly support the proposal that
the Standing Committee form a working
group to examine the anrdyses in more detail
and consider that such an initiative would be
in the long term interests of cotton producing
and consuming countries alike.

Statement of Argentina

During more than 45 years, the International
Cotton Advisory Committee has b=n the site
where prices of cotton are discussed. In recent
years at plenary meetings special emphasis
has been put on issues regarding the treatment
of barriers and tariffs on trade, dumping,
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direct or indirect subsidies to production and
exports, and also sharp price fluctuations.

These matters have motivated statements
from several countries which have been con-
sidered at plenary sessions and by the drafting
groups when writing the ICAC statements on
every of the last plenary meetings.

For instance, during the 44th Plenary Meet-
ing, the following was declared in point 10:
“It was felt that in many countries a return to
balance between production and consumption
wotid be achieved through the interplay of
normal market forces.”

At the 45th Plenary Meeting, the Argentinean
delegation stated that the following actions
shodd be taken:

● To discontinue subsidies applied to cot-
ton fiber exports.

● To reduce protectionist policies that
could restnc~ international ~extile trade.

● Developed countries and main
producers, with no delay, shodd adjust
their growing areas and eliminate direct
or indirect subsidies to production. This
last measure should bring a reasonable
balance between world supply and
demand.

Due to this position, to which several
countries agreed, point 15 of the ICAC State-
ment indicated: “....some cotton producing
countries expressed that the readjustment of
acreage and production is still the respon-
sibilityy of those producers whose policies had
contributed most to the world surplus.”

At the 46th Plenary Meeting Statement, the
following was stated on three out of ten
points:

“4. The price swings in the cotton market in
the last year have created difticdties for both
producers and consumers of cotton, but par-
ticularly producers. Efforts should be taken to
develop better understanding of all the factors
responsible for these price swings. While
greater price stability is desirable, it is recog-
nized that prices will fluctuate because of the
forces of supply and demand.

“5. A large number of countries considered
that rdl efforts shotid be made to eliminate
artificial interventions by governments sub-
sidizing the production and marketing of cot-
ton fiber and to move toward a freer market in
cotton as rapidly as possible. Free and fair
access to markets is important both to produc-
ing countries and consuming countries. Ef-
forts to improve market access as well as the
issue of subsidies shodd be considered within
the framework of the General Agreement on
Tariffs and Trade. It is hoped that efforts in
this regard can be accelerated.

“6. A large number of countries said that it
was their position that governmental cotton
policies and programs that subsidize the
production and marketing of cotton fiber are
fundamental to the problems confronting the
world cotton situation and urged that such
practices must be totally eliminated.”

The subject was again considercdin the ICAC
Statement of the 47th Plena~ M&ting, and it
was expressed: “.. ..that governmental cotton
policies and programs that subsidize the
production and marketing of cotton fiber are
fundamental to the problems confronting the
world cotton situation and urged that such
practices must be totally eliminated.” A great
ded of hope was put on agrictiture negotia-
tions going on within the framework of the
Uruguay Round of the GATT.

It was rdso expressed: “...Abrupt swings in
intemationrd cotton prices make it difficdt
for both producers and ansumers of cotton to
plan and to achieve an optimal allocation of
resources.”

In the 48th Plenary Meeting Statement,
volatility of prices was discussed. A report of
the Secretariat was heard and as a conclusion,
the repott stated that “cotton prices were
neither more volatile nor less volatile than the
prices of other primary commodities.” The
Argentinean delegation made some comments
about the Secretariat’s report that were not
taken into account. Argentina thinks that
volatility and sharp swings of prices affect
more those countries that do not apply sub-
sidies to production or exports.

The ICAC Statement of the 49th Plenary
Meeting again expressed the hope for “a suc-
cessti outcome of the Umguay Round of the
GA~.” In point 10 it was said: “The inabfiit y
to achieve an international agreement on cot-
ton based on any of the solutions proposed
since 1945, combined with the ineffectiveness
of agreements covering many other com-
modities, suggests that new ideas on ways to
reduce cotton price fluctuations may be
studied. Concern was expressed by a number
of producing countries that trade barriers and
subsidies in some countries contributed to
price volatility and impacted adversely on the
level of cotton production in non-subsidizing
countries.”

A year ago, in the Statement of the 50th Plen-
ary Meeting it was expressed that it “.. was
noted the significant changes which had oc-
curred in many countries’ economical policies
since it last met in September 1990. These
changes encompassed the adoption of free
market policies. However, a number of
countries pointed out that many countries stfll
maintained serious barriers to trade of raw
cotton and cotton textiles which were hinder-
ing their economic development. In addition,
strong concern was expressed at unacceptable

trade practices which lead to market distor-
tions.”

This delegation recalls the intensive and long
discussions held by the drafting group in order
to include the word “subsidies” in the final
statement. The Austrrdian delegation agreed
with this criteria. Great Britain and the USA
were against it. Finally, Argentina and
Austdia accepted the terms adopted in the
final statement. However it shotid be noted
that the word “dumping” was not included
despite severrd claims that were in progress at
that moment.

Again this statement includes hope and expec-
tation on the successful outcome of the
Uruguay Round of the GATT.

In September 1991, prices of mtton were d-
rcady falling down. Nowadays these levels
are close to those of the 1985/86 cotton year.
We are also getting closer to similar begin-
ning stocks.

We had two years of good average world
prices even though there was a number of
important producing countries that kept sub-
sidizing production and expotis of wtton and
cotton textiles. Verified dumping cases are
increasing; direct or indirect taxes and duties
to textile imports are still being itnposd and
they are being increased. There are some
countries again legislating minimum prices,
others pay their producers twice as much the
international price or practice dumping;
tariffs on textile imports are being levied,
di~ctly or indirectly. Where are we going?
Are we headed toward the abyss? Wordd this
be the destiny of those countries that accept
the doctrine and the practice of opening their
economies, of competitive markets, of
elimination of subsidies and dumping?

Taking into consideration rdl facts above men-
tioned, the Argentinean delegation states:

It is n-ssary and unavoidable for a sound
international mtton economy to discontinue
direct and indirect subsidies to production and
exports of cotton fiber and cotton textiles; the
elimination of barriers and tariffs applied to
cotton fiber and cotton textile trade; the
elimination of dumping in the international
trade; the elimination of sharp price fluctua-
tions of cotton fiber to a great extent
originated by subsidies and practiws which
have led to large beginning stocks, excess of
supplies over demand, stocks that in some
years have been equivrdent to eight months of
world consumption.

The Argentinean delegation is of the opinion
that if in some countries cotton producers may
be helped because of a political decision of
their governments, that help must not lead to
a distortion of world markets and their naturrd
competitiveness.
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Regarding the Uruguay Round of the GA’lT,
the Argentinean delegation supports it and
manifests that policies and actions of in-
dividual countries have to be in accordance
with the objectives of these negotiations as
they are participating in them.

This is said with the strongest conviction that
it is the only path to having a sound world
cotton economy and in the belief that we can-
not keep dilating a discussion or a dirdogue in
which only statements are made but after-
wards what has been said is disregarded by
some countries.

Statement of the
Republic of Korea

I am the delegate of the Republic of Korea and
it is a great pleasure to be here and have the
opportunity to exchange views and express to
cotton producing and consuming countries the
opinion of a delegate from another country.

Now, let me briefly present the position of my
country.

Korea’s cotton textile industry relies on im-
ports for its entire cotton demand. Korea’s
import of cotton in 1991 was 431,115 tons,
similar to the previous year of 431,102 tons,
but the dollar amount inc~azed 4.590, from
US$786,368,000 to US$822,073,000, reflect-
ing the relatively high prices of cotton.

There are some suggestions that we wodd
like to make to cotton producing countries.

First, that all cotton producing countries
maintain an appropriate level of production so
as to prevent fluctuation in cotton prices.

Second, that they make an effort to upgrade
cotton quality through the development of
new vaneties, etc.

Finally, cotton producing countries are cur-
rently adopting different ways of grade
description and packing which cause a lot of
confusion among importing countries. If they
devised standardized ways of grade descrip-
tion and packing, it would be very convenient
to buyers.

For example, they could introduce Universal
Cotton Standards (HVI tests) and Universal
Density packing, which are currently used by

the United States for US upland cotton, to
secure uniform volume and weight.

Statement of
China (Taiwan)

I am privileged to address you hereto give you
a brief report on the restructuring of my
country’s cotton textile industry induced by
economic success.

In the past decade, my country experienced a
tremendous success in economic growth. The
per capita GNP grew from US$2,600 in 1983
to more than US$10,OOOthis year and foreign
reserves accumdated from US$ 13.7 billion in
1983 to more than US$86 billion this year.

But there is a cost for such economic success.
The exchange rate of my country’s currency,
the New Taiwan dollar, appreciated against
the US dollar from the equivalence of US$l
equals 39 NTD to US$l equals 25.7 NTD, and
labor costs soared. If we put the labor cost
index in 1985 at 100, the index increased to
166 in 1991. The labor cost index jumped
more than 60% in the past six years.

The import tariff on cotton yams dropped
dramatically from 15% in 1985 to3% in 1991.
My country’s import tariff on couon yams is
one of the lowest in the world.

As a resdt, my country’s cotton textile in-
dustry experienced an enormous impact
during the past few years. In 1982 the value
of my country’s totrd exports was US$22 bil-
lion and the value of textile exports was US$5
billion. Total textile exports was about 1/4 of
toti exports. But in 1991 the value of total
exports grew from US$22 bfllion to US$76
billion. Total exports increased by more than
3 times but textile exports increased only by
2 times and the export value of textiles in 1991
was ordy nearly 1/6 of the total exports. The
growth of textile exports was slower than that
of total exports.

On the other hand, my country imported more
yams and fabrics in this period. In 1985 im-
ports of yam and fabrics were US$448 mil-
lion. In 1991 it increased to US$l.2 billion.

Several measures have been taken to counter
these difficulties faced by my country’s tex-
tile industry. In 1987, 85% of yam exports
was below 30 counts; in 1991 the per-ntage

dropped to 58.1%. Higher-wunt yams, yams
above 30 counts, accounted for more than
40% of total yam exports in 1991.

Therefore, the first measure taken was to in-
crease the production and exports of more
value added higher-count yams.

The second measure was to modernize
manufacturing facilities. The 1990 percentage
of my country’s installed spindles not older
than 10 years was 47%, but the percentage of
a leading firm such as Far Eastern Textile was
79%. Almost 80% of Far Eastern Textile’s
spindles in 1990 was less than 10 years old.
We expect to see the national average of 47%
increase to more than 70~o in the next few
years, as smaller firms fo~ow such leading
firms as Far Eastern Textile in the moder-
nization of their manufacturing equipments.

And the third measure was using higher
quality cotton to produce more value added
products. The average price of cotton imports
increased drastically from the crop year
1986/87 of 49 cents per pound to the 1989/90
crop year of 73 cents per pound. The quantity
of imported extra-fine cotton increased from
2,200 metric tons in 1986/87 crop year to
more than 5,000 metric tons in 1989/90 crop
year. Not ordy the use of better and higher
grade cotton is important, but also the stable
supply of high qurdit y cotton is of great con-
cern. In 1987, more than 60% of my country’s
imported cotton was only from thr=
auntties: USA, Pakistan and Brazil. In 1991,
63. 1% of imported cotton came from eight
countries. We see new suppliers, such as
Austrrdia, Cote d’Ivoire, India and others. We
can clearly see a diversification of imported
cotton resources which will continue in the
next few years.

In summary, the world has changed very fast
and my country’s cotton textile indust~ has
experienced very difficdt challenges in the
years past. But several measures have been
taken and the cutton textile industry of my
country will keep working hard in order to
maintain competitiveness.

Finally, as a member of the private sector of
the cotton textile industry I would like to
invite any one of you who regard us as a friend
on equal basis to visit Taipei, either to sell
products to us or to buy products from us.
Let’s make friends, do business, and make the
world abetter place for trading.

Third Plenary Session
Tuesday September 29, 1992, 10:00 am
Mr. David Bumikell in the Chair

Before beginning the session on cotton con-
tamination, the CHA~MAN recognized the
delegate of BRAZIL who noted that produc-

tion in Brazil in 1991/92 was disappointing. were affected by world recession and reached
With 1.36 million ha. planted, final produc- ordy 40 thousand tons, while imports in-
tion was otdy 642 thousand tons of lower than creased above exports for the first time. The
normal cotton grades due to bad weather. The delegate said that detailed statistics were
delegate also noted that Brazilian exports presented in the country statement prepared
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by his government and invited participants in
the Plenary Meeting to the First National Cot-
ton Fair to be held in Recife, Brazil, May
11-15, 1993. Finally, the delegate offered an
invitation to the ICAC from his government
to hold its 53rd Plenary Meeting in 1994 in
Recife, Brazil. The CHAIRMAN expressed
the Committee’s appreciation for the invita-
tion from Brazil and noted Brazil’s invitation
to delegates and observers for drinks before
lunch on Thursday.

The CHAIRMAN then asked Mr. Bob Under-
wood, Technical Manager of Marks and Spen-
cer PLC, to present a paper on “What Con-
tamination Means to the End-User of Cotton
Textile Products.” Mr. Underwood said that,
while in the 1980s customers wanted to spend
regardless of qurdity, in the 1990s customers
are conscious of qurdit y, value and service. He
noted that if retailers do not meet these re-
quirements, customers simply go elsewhere.
He added that quality, value and service in
cotton products depend on the textile pipeline
from the grower to the retailer and that to
ensure proper responses to problems a
didogue along this chain shotid take place.
He also said that contamination affects
retailers through the costs of rejected gar-
ments and lost business. He urged better mm-
munication and improved understanding of
customer needs. Mr. Underwood’s paper is
attached.

The CHAIRMAN asked Mr. Shigeaki Izawa,
General Manager, Raw Cotton Division,
Toyobo Co. to present a paper on the “Impact
and Importance of Cotton Contamination to
the Spinner.” Mr. Izawa said that the spinning
industry has suffered great monetary loss due
to cotton contamination and that in Japan
competition from imported yarn and fabrics
was rdso a factor. He added that contamina-
tion causes dismptions of the textile operation
and, therefore, affects productivity of the in-
dustry. He noted that a joint Japan Spinners
Association-Japan Cotton Traders Associa-
tion Foreign Matters Committee, that has sent
teams every year to Egypt since 1983, and
another committee formed in that country
have worked together to reduce foreign matter
in Egyptian cotton to a third of previous---
levels. He also added that honeyd~w con-
tamination of California cotton in 1990/91
and Arizona cotton in 1991/92 was heavy and
said that Japanese spinners expressed ap-
preciation for the prompt response of the US
cotton industry. Mr. Irawa proposed that neps
and short fiber also be considered contamina-
tion in a broader sense. He made the fo~owing
proposals: (a) Preventive action should be
pursued in a joint collaboration between cot-
ton producing and consuming countries; @)
New techniques shotid be developed to dis-
cover honeydew contamination more effec-
tively and economically; (c) Terms regtiating
foreign matter contamination shodd be estab-

lished in the international cotton rules. Mr.
Izawa’s paper is attached.

The CHAIRMAN recognized Mr. Felix Stieg-
wardt, the delegate of PARAGUAY, who on
behalf of CADELPA, the Paraguayan Ginners
Association, presented a paper on “How
Paraguay Has Approached the Problem of
Cotton Contamination.” The delegate said
that after steady growth in the last few years,
Paraguay has today a relevant participation in
the international cotton market and is now the
sixth largest exporter of cotton and the first in
Latin America. He added that this impressive
performance was the resdt of joint efforts by
the Institut de Recherches du Coton et des
Textiles Exotiques (IRCT), the Ministry of
Agncdture of Paraguay and the financial sup-
port of CADELPA. The delegate said that
cotton is a labor intensive operation in
Paraguay and that at present the cotton
enterprise is not a profitable one due to low
prices. Prospects for 1992/93 are for a small
reduction in area, he said, but Paraguay is
likely to remain a stable exporter of cotton. He
reported that the focus at this time is to im-
prove qutity.

The delegate said that in the last twelve years,
just as in countries all over the world,
Paraguay has been subject to the problem of
contamination and that private and official
campaigns to eliminate contamination have
been held on a regdar basis. He added that the
effectiveness of these campaigns is illustrated
by the fact that surveys from the International
Textile Manufacturers Federation (ITMF)
regard Paraguayan cotton as one of the lmt
contaminated in the world. The delegate con-
cluded that the success of the program is due
to the joint efforts of private and public sec-
tors which have made possible the enactment
and enforcement of specific laws to counter
contamination. His paper is attached.

The CHAIRMAN, summarizing the papers
presented, noted that cotton contamination
seems to affect everyone in the cotton busi-
ness. The CHAIRMAN asked Mr. John
Anderson, Managing Director of Cotlook
Ltd., to present the view of an arbitrator on
“What Steps Can Be Taken to Reduce Con-
tamination.” Mr. Anderson said there is little
evidence to suggest that there has been uny net
improvement in the occurrence of contamina-
tion in recent ymrs. He said that reduction of
certain types of contamination now requires
the force of legislation. Although remedies
are few, he noted that the first task under LCA
Rules is to identif y the extent of a supplier’s
liability and the degr- of a spinner’s respon-
sibility. However, he added, it is difficdt, if
not impossible, to identify either the cotton or
the supplier that was responsible for a specific
defect. He added that the determination of
compensation for foreign matter depends on
the problems which the spinner has with con-
taminated cotton but not on the consequential

damage to manufactured products. Mr.
Anderson said that the goal should be to
reduce contamination before it occurs, as
prevention is better than the cure. If the prob-
lem is as damaging as the industry says it is,
Mr. Anderson questioned, is it not time to
introduce government legislation to prohibit
or reduce offensive materials which are
known to play havoc at the mill. The question,
he suggested, should be posed at the highest
government level. Mr. Anderson’s paper is
attached.

The CHAIRMAN wished a prompt recovery
to the head of the Argentinean delegation,
who WM treated for illness the previous day,
in recognizing the delegate of ARGENTINA,
who said that campaigns on contamination
have been conducted periodically in Argen-
tina. He said that provincial and federal laws
have been enacted and there is education of
the cotton sector on the subject. A copy of the
Argentinean statement on contamination is
attached. Delegates were invited to see a
video on these efforts during the breaks.

The CHAIRMAN recognized the delegate of
CHINA (TAIWAN) who introduced Mr. S. C.
Yao, Professor of China Textile Institute.
Professor Yao presented a study on the “Ef-
fect of Raw Cotton Stickiness Distribution on
Spinnability.” He said that honeydew is one
of the reasons for stickiness but that there is
no significant connection between the sugar
percentage and the phenomenon of sticky cot-
ton. He added that at present the basic solution
is to mix contaminated cotton and non-con-
taminated cotton. Professor Yao’s paper is
attached.

The delegate of TURKEY said that con-
tamination in his country is reduced by having
100% hand-picked cotton and by the develop
ment of extensive educational campaigns. The
delegate added that, on the technical side,
Turkey developed a cotton seed that reduces
seed fragments and that 100Yccotton bags are
used. The delegate dso added that some
traders think that roller ginned cotton means
cleaner cotton.

The delegate of EGYPT reminded delegates
that the delegate of Japan had held Egyptian
cotton in high esteem, that cotton in Egypt is
packed in 100% cotton bags and that varieties
in Egypt are planted in specific areas to
prevent the mix of different cottons.

The CHAIRMAN recognized the delegate of
SENEGAL who said that the problem of con-
tamination is very important. In Africa this
problem is pronounced, he said, and African
producers have started to take appropriate
measures. The delegate said, regarding the
paper p~sented by Mr. John Anderson, that
investments to counter contamination shotid
be seen in light of the interrelation between
producers and consumers and that he codd
not see why ordy producers shotid pay for
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such investments. The delegate added that the
investments should be made by both
producers and consumers and noted that at
current prices African producers are actually
subsidizing consumer countries.

The CHAIRMAN asked Mr. Anderson to
offer an answer to the delegate of SENEGAL.
Mr. Anderson said that if the producer does
not invest in reducing contamination, the
spinner will be forced to find another source
either of cotton or fiber. The delegate of
Senegal further inquired if the consumer
shodd pay for less contamination. Mr. Ander-
son said qurdity premiums will prevail in the
end.

The CHAIRMAN recognized the delegate of
SUDAN who said that producers in Sudan
have taken measures to control contamina-
tion. He added that there are factors in the
farming system that legislation cannot stop. In
Sudan due to these factors, he reported, it has
been proposed to make sufficient labor avail-
able for harvest, and to defoliate cotton fields
first, to harvest food crops, and then to pick
cotton. The delegate also added that the ques-
tion is how many bales in a shipment are
contaminated and not that a shipment is con-
taminated. He said that since the cost of
production is high, prevention of contamina-
tion shodd be a joint effort.

The CHAIRMAN recessed the Third Plenary
Session at 1200 noon.

[Ms. JohannaLouwagie, an observer from the
Laboratorium de Medemeester of Belgium,
provided for the record the following informa-
tion: A project for “The Development of a
System for Detection and Removal of Foreign
Matter in Cotton and Wool” has been set up
with the cooperation of the Belgium Spinners
Association by five European countries: Bel-
gium, Greece, France, Italy and the Nether-
lands. It has been approved by the European
Community and will be funded by them. In the
project, a detection system will be developed,
to be installed at the opening lines in the
spinning mills. The system shodd permit the
elimination of foreign matter before it causes
irreversible damage and the identification of
the bales and source of the problem. Hopefd-
ly, within a few years, the spinner will possess
a usefd tool for fighting contamination in an
effective way.]

Following the lunch break, the CHAIRMAN
recognized the delegate of ZIMBABWE who
wished to make several points in response to
remarks made during the morning session.
The delegate summarized the situation in
Zimbabwe regarding efforts to combat con-
tamination of cotton. He reported that Zim-
babwe has a marketing system which allows
good communication between uroduers and-.
cllents to facilitate the earlv ~limination of
problems. He noted that gro~ers must receive
incentives to produce qualit y products as well

as penalties for the delivery of contaminated
cotton. The delegate reported on efforts to
educate growers in Zimbabwe as to the
problems caused by contamination and added
that Zimbabwe is doing an excellent job of
supplying clean cotton.

The CHAIRMAN recognized the delegate of
CHAD who stated that the cotton industry in
Chad had rdways regarded qurdity as being
important. He added that the marketing sys-
tem in Chad allowed good mmmunication
with each client and made it possible to trace
problems of contamination right back to each
bale. The delegate introdud Mr. Ibrahim
Malloum of his delegation, who rcpofied on
efforts in Chad to eliminate contamination
and noted that Chad has stopped d use of
polypropylene bags. To dd with the
problems of short fiber content and seed coat
fragments, he said Chad has chosen varieties
which minimize these problems. Gins in Chad
work at appropriate speeds, and farmers in
Chad are encouraged to harvest cotton early
to avoid contamination of open bolls, he
added. He said that spinners must share some
of the responsibility for dding with con-
tamination. For instance spinners cotid
dbrate machinery to run at speeds which
wotid Wow for minor fiber imperfections.
The delegate concluded that Chad will remain
vigilant in combating contamination.

The CHAIRMAN recognized the delegate of
INDIA who asked whether the rate of con-
tamination was increasing and whether
samples taken for reports on contamination
were representative of an entire crop. The
delegate agreed that contamination shodd be
eliminated, and he discussed efforts in India
to reduce contamination. He said that cotton
was a natud product and there is a need to
adjust textile machinery to the fiber. The
delegate said jute tied with cotton thread was
an ided material for containing seed cotton
and cotton lint.

The delegate of EGYPT said many countries
are already doing all they can to reduce con-
tamination, given their resour~s. The
delegate asked if some procedure of ICAC or
other bodies cotid be used to eliminate the
stickiness problem.

The delegate of the Republic of Korea
provided a statement for the record. The
CHAIRMAN, noting that no additional
delegates wished to speak on the subject of the
problem of contamination, concluded the
Third Plenary Session. The CHAIRMAN
noted that it seemed to h the view of
delegates that contamination is a problem and
that the solution requires the education of the
cotton work force, legal penalties for con-
tamination and technical improvements in the
world cotton industry, such as the adoption of
all-cotton bagging.

A~ACHMENTS

Cotton Contamination:
A Retailer’s View

Bob Underwood
Marks & Spencer PLC

United Kingdom

My presentation will be in two parts. Firstly,
customer needs and, secondly, the problems
caused by mntamination and some sugges-
tions/comments.

We have 14 million customers who shop
weekly with us in the UK and we supply 17~o
of the totrd UK clothing needs. We W know
that selling world wide today is more difficrdt
and more demanding than a few years ago.

I wodd like to illustrate this with the 80’s
customer who was more frivolous and adven-
turous and more willing to spend than the
more conservative customer of the 90’s. I’m
sure we all see something of ourselves in this
situation. Meeting our customer needs has
become even more key to improving sales.

Quality in clothing: Looking good in style,
finish and fit, and washing and wearing well.

Value: The best price for the product using the
best raw materials, make up detail and stand-
ards available in its category.

Service: To be available in the correct color
and size when the customer requires it, and for
the customer to enjoy the experience of
buying the product and having pride of owner-
ship.

You may be asking, “What has this to do with
cotton contamination and what as a cotton
grower do I have to do with it?’ The answer
is that without your involvement in the
quality, availabiJit y and value of the raw and
processed cotton, nobody in the whole supply
chain will meet the customers needs and,
make no mistake, the customer will go else-
where and tell his or her friends.

Now we come to a major challenge in textiles:
the complezit y and diversity of the supply
chain.

We all know our immediate contacts in the
pyramid and Marks & Spencer [as many of
you may know] develops links along the
chain. But we all fail as an industry, to under-
stand each other’s needs within the pyramid
and to understand the consequences of our
actions on the supply chain.

One problem in opening up this dialogue is the
mystique and secrecy people still feel they
need to keep on their sources of supply. These
ideas are old fashioned and the only way to
improve quality, service and value is to open
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up the dialogue and take on common owner-
ship of the issues throughout the chain to
implement corrective action when the three
common objectives of qurdity, value and ser-
vice are threatened. I make no apology for
spending a long time on this; it is the key to
solving the problems of cotton contamination
and d other quality related issues.

Now, how does cotton contamination affect
us, the retailer?

The problem of cotton contamination
manifests itself as:

● Rejected garments
● Rejected fabric
● Rejected yam
● Costs of picking cloth and garments
● Costs for recutting panels
. Administration costs - claims and hassle

factor
● Costs for lost business and loss of confi-

dence

This results in:

hst sales
Delays or lost production
Seconds released in the market place

Increased costs
It gets charged-in somewhere as higher
costs to the customer.

For us, the main problem appears to be plas-
tic/polypropylene and colored fibers intro-
duced from picking to spinning. They maitdy
affect white and pastel shades and mlored
wovens with large white areas. Sometimes the
problem only becomes apparent at the fabric
finishing stage. In the last few months, we
have had several problems and I will give you
three examples.

●

●

✎

In bed sheeting, 60,000 meters of
material were rejected because of con-
tamination. Luckily our deliveries were
not affected as we were able to replace
the production from another source, but
somebody lost a sale and had to dispose
of the goods at a lower price.

In shirts, again we were not short of
production but one supplier’s internal
reject rate increased to 7~o, and because
of this contamination, extra garments
will end up on the seconds market and
claims down the supply chain have
resdted.

In our lingerie department we lost sales
because the cotton lycra fabric on fast
selling merchandise was contaminated.
The fabric supplier had tried many very
good European spinners and all had the
same problem.

Our aim now is to work with the specific
cotton sources and the spinner to eliminate the
problem on this merchandise.

I have with me some examples of the
problems we experience.

Many of our suppliers in the bottom half of
the pyramid have complained bitterly to me
about the problems of contamination. Three
knitters have separately identified direct costs
to their businesses in excess of f100,0OO per
year. This is ordy the tip of the iceberg when
hidden costs and the hassle factor of extra
examination time are included. For example:

● Extra cost of examination
● Loss of production
● Having to redeploy people on recovering

garments.

Often the suppliers at the bottom of the
pyramid suffer the greatest direct @sts.

Much has been written on the contamination
of cotton over the years and modem textie
machinery is more demanding. Most people
here see the ITMF reports and we will all see
Schlafforests excellent fdm on the subject.
The answer must be to take positive action
from the cotton field onwards to avoid the
problem.

The erdightened manufacturers are now work-
ing with selected ginners to educate them and
are organizing cotton to be delivered in cotton
bags. They also employ people within the mfll
to sort through and remove contamination
prior to processing.

We also have to ask what practices are being
used in picking. This shotid even cover what
bags are being used to collect the cotton and
education of farmers and pickers on this mat-
ter. Merchants have even been known to iden-
tify their cotton bales with colored rags or to
mark cotton with used engine oil. These
problems are not unique to India and we have
to ask what individual governments, growers
or cotton organizations are going to do to
monitor contamination and guarantee specific
working practices to reduce the problem.

Why are polypropylene, plastic and jute still
used for baling and tying when we know it can
be a problem in future proussing?

It is often perceived at the bottom of the
pyramid that ownership of the mntamination
problem does not percolate down the supply
chain to the source.

Finally, I am sure you wilJ be pleased to know
that this problem is not exclusive to the cotton
industry. I have a video from the Australian
Wool Corporation which they have shown
their farmers to illustrate the baJe checking
and penalty system they are introducing for
contamination in wool. They are to be com-
mended for their positive action in working to

solve the problem and I thank them for dew-
ing me to show it to you.

I wodd like to thank you all for listening to
me today and 1’d like to leave you with two
thoughts :

. Better communication through the supp
ly chain

● Improved understanding of customer
needs.

The Seriousness of the
Cotton Contamination

Problem as Viewed from a
Spinner’s Position

Shigeaki Izawa
Japan Spinners’ Association

Japan

I am honored to be able to address this gather-
ing of respected representatives of the major
cotton producing and consuming countries
participating in the ICAC 51st Plenary Meet-
ing and I am greatly indebted to its Executive
Director, Dr. Lawrence Shaw, for giving me
the opportunity to speak from a spinner’s
viewpoint about cotton contamination, a prob-
lem for the spinning industries not otdy in
Japan but rdso throughout the world.

In the past, our industry has continuously suf-
fered damages from atton contamination
resulting in enormous monetary losses due to
claims lodged by clients on quality defects
found in products spun by such contaminated
cotton and rdso due to the disruption in the
spinning process at the plant.

I am sin~rely hoping that my presentation
today can help firther the understanding of
the contamination problem by the mtion
producing and consuming countries world
over, and that a global movement to
counteract contamination could take place not
only with the pardcipation of the producing
countries but also with active participation
from the consuming countries as well.

Now, let me explain the specific problems
related to contamination that our mills in
Japan are facing.

WHY SPINNING MILE DISLIKE
CONTAMINATION SO STRONGLY

The history of the Japanese spinning industry
dates back 100 years since it was established
as a modem industry and has been one of the
major bases upon which the growth of the
Japanese economy has been built. At present,
there are about 60 mill members of the Japan
Spinners’ Association with a production
capacity totaling seven million spindles
which consume about three million bales of
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cotton yearly. Due to increasing imports of
cheaper yams, textiles and garments from
neighbor low-cost countries in recent years,
Japanese mills have faced accelerating com-
petition making their reasonable profit margin
uncertain. In order to be more immune to price
competition, Japanese mills have been con-
verting their products to meet the higldy dif-
ferentiated tastes of consumers who codd af-
ford a higher value. Natudly, to produce such
items we must be more specific in our use of
cotton to satisfy the specific requirements of
the product.

In order to maintain this standard of produc-
ing higher qudit y textile products, in Japan it
is an absolute taboo for mills to deliver quality
defective products to clients, especially
products contaminated with foreign matter. If
such products are delivered, it would resdt in
large monetary claims or, worse, the loss of a
prized client. Regardless of how good the
qutity of the cotton, if it is contaminated with
foreign matter, it is almost useless as a spin-
ning material to manufacture the product
originally intended for.

Next, let me explain the specific problem of
cotton contamination by foreign matter.

FOREIGN MATTER CONTAMINATION

Contamination occurs from foreign matter
mixed into cotton bales. Such foreign matters
can be categorized broadly as being (a)
materials other than cotton fibers, (b)
honeydew from secretion of insects.

In case of (a), other materials often found in
hand-picked cotton are jute and sisrd fibers
used in bagging for transporting seed cotton
or plastic fiims from fertilizer bagging and, in
frequent cases, cloths, handkerchiefs, scarves
or, occasionally, hair of animals used in farm
work. Metals found are gagging ties and buck-
les used for inland transportation and even
fragments assumed to be ginning machine
parts. On the other hand, in machine-picked
cotton, black plastic films used in ditch liners
in irrigation and fragments of black rubber
duffer pads of picking machines pose big
problems.

The (b) honeydew contamination poses the
most serious operational problem for mills.
Honeydew is caused, as you are well aware,
maidy by infestations of whiteflies and
aphids whose secretions on the bolls lead to
stickiness of cotton which in turn resdts in
having such cotton stick to the rollers in the
spinning machine, disrupting the entire yarn
production process. Such disruption adverse-
ly affects productivity at the mill to no small
degree which, needless to say, is a major prob-
lem. AdditionaJly, the quality of the products
is affected also as it increases slubs in the yarn
inviting claims and complaints from clients.

Also, the problem
with honeydew is
that it is difficdt
to readily discern
visudy and it can
spread rapidly
over a wide area
whenever spray-
ing of proper in-
secticides is not
executed timely to
counter the infes-
tation, restitittg in
the wntamination
of rdl the bales
produced in that
area If such cot-
ton is shipped
without proper in-

Jute - Sisal Mixture in Fgyptisn @tton
grama~le

‘~

spection and mills use it without forewarning,
it could lead to stoppages and accumrdation of
a large number of unusable dead stocks at the
plant.

The most important issue in regard to foreign
matter and honeydew contamination as far as
mills arc concerned is that there are no rides
in the international cotton trade that address
or regtiate this serious problem. Even when
contamination is found, there are no means to
lodge a claim and Japanese mills must take
delivery of any outstanding contract regard-
less of whether there is grave concern of such
contamination in accordance with the spirit of
contracturd sanctity which we strenuously
uphold. me ordy option lefi to us is not to
make further contract for such cotton.

However, we are not being totally passive on
this matter. In Japan all the parties involved
in the cotton spinning and trading industries
have worked through the joint efforts of the
Japan Spinners’ Association (JSA) and the
Japan Cotton Traders Association (JCTA)
together with the major cotton producing
countries from where Japan secures its cotton
to improve the situation. Following are some
of the successfti examples.

SUCCESSFUL EXAMPLES OF
COMBATING CONTAMINATION

What Has Occurred in Egypt During
the Recent Ten Years

The first country we have worked with as an
indust~ is Egypt which has been our major
source of fine count yarn material. We were
persistently troubled with a mixture of foreign
matter such as fibers and fragments of jute,
sisal, colored fabrics and steel. In order to
address the problem, in 1983 a joint Foreign
Matters Committee fortned by the JSA and
JCTA sent a team to Egypt to inspect the
situation and to request Egyptian shippers
proper improvements. At the same time, dl
the Japanese mills using Egyptian cotton
cooperated in surveying and recording month-
ly information abut the amount of jute and

sisal contents found in each bde which we fed
back to Egypt. We have sent teams to Egypt
annually for the last ten years to continuously
observe the situation and Egypt, on the other
hand, responded by forming a committee
composed of shippers and the Ministry of
Agriculture which strenuously endeavored to
improve the situation.

As a rcstit of the efforts of all persons in-
volved in Egypt, the mixture of foreign mat-
ters such as jute and sisal has been reduced to
one third of the amount previously found and
its occurrence has been drastically reduwd.
This has prompted us to head all correspon-
dence to Egypt in recent years with such state-
ment aa, “We highly appreciate your con-
tinuous and serious efforts to eliminate
foreign matter contamination which have
been showing fruitfd results for the recent
several years.” However, the problem has not
yet been totally eliminated as shown by our
adding still such statements as, “On the other
hand, colored yarn and cloths were still found
but we expect your further efforts to minimize
this.” Nevertheless, we in Japan highly ap
preciate and respect the spinted efforts made
by people in the cotton industry in Egypt to
resolve this serious problem.

What Has Occurred in the United States

There have been cases of honeydew in various
cotton growing areas in the United States in
the past. However, contamination in Califor-
nia for the 1990/9 1 crop and in Arizona for the
1991/92 crop was especially heavy as it
spread over almost the entire area of each
region causing very serious problems for the
Japanese mflls. As Japan imports around 50%
of its three-million-bale annurd requirements
from the United States, and a large portion
comes from the western cotton growing areas,
it is not so easy for us to convert our source
of supply to other countries. In view of our
grave concern, the JSA submitted a letter to
the Cotton Council International, which is
composed of pople widely engaged in the
cotton industry in the United States, asking
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them for a prompt action to clarify the cause
of the contamination and to take any counter-
measure to prevent its occurrence. In response
to our request, the people involved in the
United States promptly formed SCAT (Sticky
Cotton Action Team) and commenced aggres-
sive actions to combat the problem Also,
CALCOT, the main produ~rs’ cooperative in
California and Arizona embarked on a Zero
Contamination Program which contributed to
enlighten producers on the seriousness of
foreign matter contamination. Various jour-
nals and literature related to cotton have also
devoted many articles to address the problem
of contamination which were widely read by
producers.

As a restdt of these inspired actions taken by
all parties involved, whiteflies and aphids
literally disappeared from California in the
1991/92 crop year and honeydew contamina-
tion, which had ben so rampant in the previous
year, became virtually nonexistent. The
Japanese cotton industry with a wholehearted
voice expressed its appreciation to the people
in California for their stunning success and is
highly expectant of the same result in Arizona
this year.

I have elaborated up to now on the successful
instances recorded by the joint efforts of the
associations in Japan and the cotton producers
in the growing areas in Egypt and the United
States. One of the major reasons for its suc-
cess can be found in the efforts within the
industry to collaborate in collecting detailed
data on the deg~e of contamination and as-
sembling actual samples of foreign matter
which were au sent to the cotton growing
countries together with other necessary infor-
mation furthering the understanding of the
seriousness of the problem. At the same time,
the success owes a great derd to the willing-
ness of the governments and people involved
in the cotton industry in the producing
countries for listening to the voices of cotton
consumers and for their initiative in taking

aggressive =tion to combat contamination
effectively.

WHAT WE SHOULD DO NOW: A
PROPOSAL TO THE WORLD

COTTON FAMILY

Cotton, as you all well know, is an internatio-
nal~mm~ty whose price is constantly ex-
posed to flu~uation and frequently becomes
the object of spcctiation. But, at the same
time, cotton is the raw material with which
spinning mills are endeavoring to produce
better yam to satisfy the needs of clients.
From the viewpoint that cotton’s importance
as an internationrd trading commodity is
predominantly based on its feature as the basic
raw material for production of cotton textiles,
let me make the following proposrds to
counter contamination.

●

●

●

Preventive actions against the mixture of
foreign matter and contamination by
honeydew should be pursued in joint col-
laboration between cotton producing and
consuming countries, so that there wodd
be no cotton in the world contaminated
by foreign matter or honeydew.

New techniques should be developed
and adopted to discover honeydew con-
tamination more effectively and
economicrdly as early as possible.

Terms regulating foreign matter con-
tamination shordd be established in the
international cotton trading rules.
Presently, they ordy acknowledge
quality standards for grade, staple,
micronaire, etc., and have no standards
for the control of foreign matter con-
tamination, in particular, honeydew,
which has such an important spinning
impact on value.

Lastly, I would like to propose to you here a
new concept or definition of cotton con-
tamination. In recent years, ginning plants
have had a tendency to overgirr because they
have sought the improvement of ordy the
qudit y grade of cotton with their modern
high-speed ginning machines. As a result,
there is an acute increase in neps and short
fiber content in the cotton they supply. This
has resulted in lower qutity of the end
product and also in lower productivity in the
spinning process due to increased cotton
waste. I would like to propose that such ex-
cessive neps and short fibers produced in the
ginning proass should rdso be considered as
factors of foreign matter contamination in a
broader sense.

I stress again that the Japanese spinning in-
dustry believes that cotton shodd be primar-
ily considered as a raw matenrd for the spin-
ning industry and that the basic characteristic
of any cotton should be its high spinnability
without any foreign matter contamination.

How Paraguay Has
Approached the Problem
of Cotton Contamination

Felix A. Stiegwardt
C4mara Algodonera del
Paraguay (CADELPA)

Paraguay

Paraguay Cotton Growth Focuses
on Quality

Paraguay has today a relevant participation in
the cotton world trade after a steady growth in
the last few years. As an individual country,
Paraguay is today the sixth exporter in the
world after the United States, Central Asia,

Pakistan, Australia and China, and the largest
shipper of cotton in Latin America.

How Did Paraguay Manage to Reach
that Growth?

By a serious joint persistent job through a
French mission named Institut de Recherches
du Coton et des Textiles Exotiques (IRCT)
that has been working in Paraguay since 1966,
when cotton production was ordy 27,000 tons,
together with the personnel of the Ministry of
Agncdture (DFAT), and the financial sup
port of the Paraguay Cotton Chamber, which
is a ginnerslexuotters association better
known-u CADE~PA.

The IRCT has been researching, identifying
and finally developing suitable seed varieties,
releasing mairdy three of them which have
improved the qrrrdity and spinning abilities of
the Paraguayan cotton, supported also by the
appointment of two entomologists plus the
training of Paraguayan technicians in France
and Africa. These seed varieties are known as
Reba (resistant to bacteria), with improved
farm yields. For the coming season, very ex-
ceptionally and as a rcstit of this year crop
failure, Paraguay will be importing the Delta
Pine seed variety from the United States,
which shall cover roughly 90% of the 1992/93
cotton acreage in the country.

How is Cotton Grown in Paraguay?

About 180,000 families plant cotton as a labor
intensive crop on an average farm size of less
than 3.0 hectares/fatnily. Cotton provides the
main inwme source for these people. Bearing
in mind that each family has at least three to
four children, one concludes that roughly 1.2
million people or over 25% of the Paraguayan
poptiation live or survive out of cotton, which
explains the impact that cotton market be-
havior has on the socioeconomic environment

Paraguay Lint Cotton Produotlon
and Exporta

000 Metric Tons
Exports

Production Calendar Year

1980/81 79 75
1981/82 98 132
1982/83 79 74
1983/84 90 80
1984/85 160 120
1985/86 107 139
1986/87 84 74
1987/88 190 170
1988/89 218 219
1989/’90 220 2m
1990/91 262 195
1991/92 135 *175

* Estimate. Domestic we is currently
roughly ody 13,~ tons.



32 SEPTEMBER 1992

of the country. As a resdt, harvest is almost
exclusively hand-picked and mechanization is
unlikely due to the limited small acreage
owned by each farmer.

How is Cotton Traded in Paraguay

The farmer/produecr sells to up-country
dealers (acopiadores) who finance him. The
acopiador sells to the ginners from whom he
gets advanced cash, seed, pesticides, fer-
tilizers, insecticides, bags, etc.

The ginners buy the seed cotton through the
acopiadores and after processing it, they sell
it for export to local or international lint cot-
ton merchants on a FOB or CIF basis, or
directly to South American spinners, mairdy
to Brazil, Chile, Umguay, Argentina,
Venezuela, etc.

The Futire

Planting could be increased modestly within
a favorable economic environment and finan-
cial assistance. Nevertheless, due to high in-
flation and prevailing low dollarlguarani ex-
change rates, the growth of cotton is at
present, by far, not any longer profitable to the
farmers as it used to be in the past. Further-
more, adverse market conditions in the last
three years have hurt ginners and cotton
dealers, who are the ones financing producers
with seed and cash advances. As a resdt, the
outlook for 1992/93 is rather gloomy and
definitely not for growth, and codd end up in
a slight reduction in area to be sown. Regard-
less of this current situation, Paraguay has still
theoretically a potentird to grow under the
right climatic and economic conditions but
not more than 10 or 1590, or up to 600,000
hectares, given some limiting factors like
manpower for hand-picking and boll weevil
threat.

In the meantime, the main attention in the
country is being given to the research and
improvement of new seed varieties to enable
Paraguay to produce cotton with the best pos-
sible spin value and characteristics for the
spinner, with pnont y definitely focussed on
quality, service and performance. In spite of
some growth of the local industry (spinning
mills), totfl consumption today is not over
13,000 metric tons per year and is not likely
to surpass 20,000 tons before 1994/95, hence,
Paraguay is bound to remain a large exporter
of cotton in the years to come.

The Contamination Problem

During the last twelve years of growth and
development of cotton in Paraguay, some
problems, like contamination, have also
arisen as in other cotton growing countries all
over the world. Paraguay has not been the
exception, however, in the last few years, we
have become very much aware of the con-
tamination problem. Private and official cam-

paigns to make pople conscious of this mat-
ter have been developed.

●

✎

Preventive steps, discussions and several
actions have taken place to minimize the
existence and effects of the foreign mat-
ter issue. “Contamination pickers” have
been hired by the gins with the exclusive
function and responsibility to detect,
pick out and eliminate by hand any
foreign material that shows up in the
seed cotton before it goes through the
ginning machines.

Press, radio and TV campaigns, educa-
tional speeches, and formal and casual
talks have and are being held permanent-
ly, not only with gin managers,
employees and workers, but rdso with
country dealers and farmers, in order to
explain to them the seriousness of this
problem and create an atmosphere of un-
derstanding of the foreign matter issue,
and the benefits of eradicating it, as well
as the adverse consequences of deliver-
ing contaminated cotton.

All in all, Paraguay has become very con-
scious of the contamination problem.

There are two types of contamination.

●

●

One, that codd be named ‘traditional,”
which occurs at the farmer’s hut where
seed cotton is stored carelessly after
picking. Under those conditions, the pile
of seed cotton is used as bed by domestic
animals particularly hens, dogs and even
kids, originating contamination with
feathers, bristles, etc.

The other contamination which is more
serious but easier to control and at the
verge of being eradicated is the one
caused by unscruptious pickers with
polypropylene and jute bags which lose
some threads that get mixed into the seed
cotton. Also, by farmers and country
dealers who use polypropylene or jute
threads to tie the bags carrying seed cot-
ton.

Paraguay has not yet won the war against this
evil but has gained a few battles, made sub-
stantial progress, and is starting to see the fruit
of its efforts. In other words, Paraguay has not
yet solved the problem but is minimizing it
notably.

These are not just a few optimistic or empty
words from someone coming from Paraguay
wanting to impress his audience at the 51st
Plenary Meeting of the International Cotton
Advisory Committee in the session on the
problem of contamination of cotton with
foreign matter. It is a realit y.

To prove this, I want you to refer to the 1991
Cotton Contamination Survey conducted by

the International Textile Manufacturers
Federation (ITMF) in which Paraguayan cot-
ton figures among the least contaminated,
doing better than Central Asia (medium and
long staples), Arizona, Israeli Pima, Texas,
Memphis territory, China, Brazil, Argentina
and others.

In the same report, Paraguay also figures
among the world’s seven countries least af-
fected by stickiness, and among the twelve
countries least affected by seed-coat frag-
ments.

Any kind of plastic and/or polypropylene
andor jute bags have been expressly forbid-
den by-the Government of Paraguay for the
reception of seed cotton at the gins, by request
of CADELPA, the Paraguayan cotton ginners
association. This regtiation began in 1985, by
decree No. 9165, and has been ratified by a
circdar from the Ministry of Agricdture
dated March 4, 1991. Only cotton bags can be
used to handle and deliver seed cotton at the
gins.

This successfti taakhas been achieved mairdy
thanks to the joint effort and work of ginnem-,
merchants and government officirds, par-
ticularly the Ministry of Agriculture, who has
supported and encouraged all steps taken by
the private sector to control contamination,
issuing the necessary decrees and resolutions
toward the right direction and implementing
the n-ssary controls and comptisive penrd-
ties to this effect. I wish to emphasim that it
is our belief in Paraguay that only a joint effort
—government/private sector-can achieve
concrete resdts. Neither the government nor
the ginners can have more than a partial sue
cess working on their own.

This issue is a priorit y objective for Paraguay
and all necessary measures are being taken to
improve the situation. World buyers of
Paraguayan cotton can rest assured that we in
Paraguay will spare no efforts to do our ut-
most to prevent, minimi= and, hopefrdly,
some day eliminate completely the con-
tamination problem.

Contamination-An
Arbitrator’s View

John Anderson
Cotlook Ltd.

United Kingdom

There is probably nothing in the world of
cotton that is so hotly and exhaustively
debated as extraneous matter contamination.
Contamination can make great mills and mer-
chants tremble. Contamination can undermine
life-long friendships between Buyer and
Seller. Contamination is one of the greatest
ailments that afflicts all levels of the cotion
industry. Indeed, contamination is rather like
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cramp, you know you have it, you know it is
extremely painfrd, but how do you get rid of
it?

My proposition to you, ladies and gentlemen,
is that eradication, or at least a substantial
reduction, in certain types of contamination
now requires the force of legislation, since it
is, in my opinion, apparent that negotiation,
discussion, explanation and investigation,
have done little for us, at least during the past
few years.

In advancing what might appear to some of
you to be an unnecessarily aggressive and
ill-conceived remedy, may I say that I simply
believe that the time has now come to en-
deavor to persuade you, if I can, of the need
to stimdate the political will at the highest
government level to act now on this crucially
important matter.

You will recall, ladies and gentlemen, that you
last addressed this subject in 1988 in Lima,
when you had before you a comprehensive
aide memoire compiled by the Secretariat and
designed to illustrate the extent of the prob-
lem. That document contained valuable con-
tributions from the ITMF and the Bremer
Baumwollborse, and it will have left you in no
doubt as to the profound and far-reaching
commercial and financial implications of this
phenomenon.

So, four years later, what is different and why
shodd we discuss the subject again in Liver-
pool?

In the intervening period the situation has, on
balance, probably not improved. Instances of
extraneous matter contamination have per-
haps been less pronounced in some growths
of cotton but have perhaps been more so in
others. In my view, it is nonetheless ap-
propriate to revert to the subject herein Liver-
pool, because Liverpool is the home of the
world’s leading arbitral authority for cotton.

It is variously estimated that about 65 percent
of the international (cross border) trade in
cotton is contracted subject to the By-laws and
Rules of the Liverpool Cotton Association.
Those By-laws and Rules contain provision
for the settlement of disputes by arbitration,
including disputes involving contamination.

I am neither manufacturer nor merchant, spin-
ner nor shipper, but I am an occasional ar-
bitrator, and in that role when dealing with
contamination it is rather like being a doctor
whose professional duty is to listen to the
ailments of the patient with sympathy and
understanding, with a view subsequently to
endeavoring to dispense at least constructive
advice, if not the instant remedy.

In contamination, the ailments are many and
vaned and the remedies few and satisfactory.

In the context of buying and selling raw cotton
under LCA Roles, probably the first task is to
identify the extent of a supplier’s Iiabilit y and
the degree of a spinner’s responsibility under
the terms of conventional CIF or FOB con-
tracting which is the industry’s typically
prefemed way of doing business. The former
is concerned with providing the spinner with
sound and merchantable cotton capable of
being converted into yarn by conventional
machinery. The latter is concerned with as-
suming that the spinner will exercise due
diligence, care and supervision, when present-
ing the cotton at the start of the spinning
process. The division of these separate
responsibilities, in most instances, absolves a
supplier from exposure to claims for conse-
quentird damages that might arise during the
spinning process, while at the same time, af-
fording a spinner reasonable reassurance that
if, owing to some contamination-related
defect, his cotton cannot be processed without
undue impediment, he retains the entitlement
to look to his supplier for compensation, com-
pensation relating solely to the purported in-
ternal or external condition of the cotton and
not to flaws or defects in the manufactured
product.

Indeed, it is, in my opinion, the very nature
and extent of the contracting parties’ respon-
sibilities and obligations that probably cause
most difficulty and most misunderstanding
under the terms of conventionrd CIF or FOB
contracting.

You do not need me to reiterate the estab-
lished commercial principle that under a con-
ventional CIF contract, the Seller’s obligation
is essentirdly concerned with the provision of
aPP~Pntie document~ion to enable title in
the goods to pass from the Seller to the Buyer.
Once payment has been made and once title
passes, the Buyer is entitled to look to the
Seller for appropriate recompense in respect
of any established breaches of warranty
covering such routine matters as, say, vari-
ationsin weight and quality. He is also entitled,
upon the submission of properly substantiated
claims, to hold the supplier liable for the res-
toration of the contracted cotton to a sound
and merchantable condition in the event that
such cotton has been authoritatively proved to
be defective in some way by reason of its
contamination with extraneous matter. But
remember, ladies and gentlemen, that the
Seller is not normally warranting to his Buyer
that the cotton provided against a particdar
contract is capable of being converted into
yam of a particdar type and quality. That is
the spinner’s business based upon the
spinner’s judgment. It is the spinner who
decides what sort of cotton is best suited for
the manufacture of a particdar type of yarn
and it is the spinner’s responsibility to take rdl
reasonable care to ensure that he handles his
cotton carefu~y and that he h~ at his disposrd
sufficient expertise to ensure that the cotton is

put through his spinning system in the most
efficient and cost-effective manner. Now I
accept that you may consider this division of
basic responsibilities under a CIF contract to
be rather crude, but it is because the division
exists that the Buyer under conventional raw
cotton arbitration roles is not normally en-
titled to press claims upon his supplier for
consequential damages arising from claims
that the spinner may have received from his
onward customers who, in turn, assert the
discovery of defective elements in either their
yam or cloth. Moreover, in practical terms, at
that stage of the process, it is difficdt if not
impossible to identify either the cotton or the
supplier that was responsible for the defect.
We know that mill lay-downs can comprise
cotton of several origins from several sup
pliers. Who is qmdified to say that this con-
tamination came from that bale and that bale
was provided by this particular shipper? It is
mostly impossible.

And that, ladies and gentlemen, is why the
whole subject is so emotive. In the light of the
knowledge that we have at the moment, the
basis for deciding liability is imprecisely
defined.

Let us take the point a little further.

Contamination can be divided into two main
parts. The first part is concerned with con-
tamination brought about by insect infestation
and associated adverse climatic conditions
and the s~ond part is concerned with con-
tamination of a man-made nature which is not
present in the field but ordy occurs during the
processes of harvesting, transportation, gin-
ning and brding. I wotid not presume to com-
ment upon the former type, upon which much
detailed scientific research is already being
conducted, but I do feel that there is much of
a practical and non-antroversid nature that
codd be done in respect of the latter, if not to
overcome the problem, then significantly to
reduce it, provided always that there is both
the political and economic will to achieve the
objective, which on present evidence appears
to be sadly lacking.

The arguments from both sides of the market
are of course familiar, ranging as they do in
the extreme from accusations of malpractice
and deception from the pu~ortedly injured

spinner, to counter ~sefions of incom-
petence and negligence fmm the supposedly
irresponsible supplier. Neither position wotdd
prevail in arbitration, which is concerned with
remedfing not blaming, but contamination of
abnormal proportions probably does more to
prejudice sound business relationships than
anything else because its effect upon the
manufacturing process is variable and its ex-
tent and distribution within a given consign-
ment is difficdt, if not impracticable ac-
curately to quantify.
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On the premise therefore that prevention is
better than cure, I believe that the whole sub-
ject wordd benefit from further review but
perhaps with a more aggressive and adver-
sarial bias that has seemed tenable among so
many of those august institutions who have
publicly worried about the difficult y for so
long, while at the same time seeting to accom-
modate and reflect the views that predictably
emanate mainly from entrenched positions
occupied by both spinners and suppliers dike.

It is evident that the man-made contamination
is caused by man-made paraphernalia used at
some stage of the process between picking
and packing. A lot of the material used in the
process is of course convenient, cheap and
environmentally acceptable. However, if that
type of contamination is central to the huge
international difficrdties which it is herrdded
to be then, if there is the political will, there
are surely numerous avenues to be explored
with a view to reducing or eliminating at least
most of the man-made bits and pieces. It is a
huge subject to address and I am the first to
concede the existence of widely differing
economic, logistical and social implications
in the various cotton producing countries of
the world. Yet, if matters are to improve, and
if the problem is as damaging as it is claimed
to be, is it not now time for responsible cotton
producing countries to be urged yet again
seriously to consider the introduction of
government legislation to prohibit, or at least
reduce, the use of certain offensive materials
that are known to have a propensity to play
havoc at the mill? In my view, there can be
little doubt that the cotton economies of both
major and minor producing countries would
benefit considerably from the formal promd-
gation of preventive legislation, with effec-
tive penalties for non-compliance.

I accept entirely that profit is the honorable
motive for spinner and supplier, but let us not
be naive, ladies and gentlemen. Let us ac-
knowledge that market conditions and cir-
cumstances are directly related to the seriou-
sness with which contamination is viewed,
both from a shipper’s point of view and from
the spinner’s. In times of buoyant trade and
remunerative prices, it will naturtiy be com-
mercially expedient for a Seller to be more
sympathetically disposed to the complaints of
his customers. Moreover, the manufacturer
may well feel disposed to be more lenient on
contamination-related diffictities at times
when order books are fdl and deliveries are
good. In the commercial world, I therefore
submit that tolerance and cost-effectiveness
are related very closely. Contamination is
detrimental to everybody’s interests but when
a partial remedy is proposed, for example, the
grater use of cotton bagging, the cry goes up
“who’s going to pay for it and we can’t afford
it anyway”.

The manufacturing industry is under ever-in-
creasing pressure to invest in more sophisti-
cated and faster machinery to meet the ever-
evolving and ever-more exacting demands of
fabric and fashion. It is my opinion that such
investment and commitment should be sup-
ported by more tangible evidence, particdarly
from the great producing countries of the
world, of the need to provide cotton in as pure
and unadulterated form as possible.

Ladies and gentlemen, you have been ex-
tremely patient and I am greatly indebted to
you. I accept that some of my remarks may
have caused irritation and annoyance and I am
conscious of the probability that many may
argue that I have not given proper acknow-
ledgement to all the work that has, and is,
being done to eradicate this evil from our
trade. In an endeavor to accelerate that work,
I merely wish to pose two questions.

Firstly, “Is this not now a political debate to
be pursued at the highest appropriate gover-
nmentlevel?”

Secondly, “If it is to remain largely in trade
and industry circles in which vested interest
is understandably so entrenched, wfil it not
merely grind on to the next generation of
senior management?”

Control of Contamination
in the Republic of Argentina

Norberto Pepe
C4mara Algodonera Argentina

Argentina

Action was started in 1978 by publicizing the
extension of damages resdting from the
presence of foreign matter in cotton.

In 1982, having received the first information
on the subject provided by ITMF, Argentina
began its efforts to control this scourge that
was basically generated by the use4unng
harvesting and transportation-of seed cotton
bags made of plastic or jute, tied or sewn with
plastic thread generally made of
polypropylene.

Since then, innumerable measures and steps
were taken to make everyone aware of the size
and potential damages of the fiber contamina-
tion problem if it was not remedied

● Thirty direct publications.
● Forty considerations of the subject at

special commissions of the Legislative
Branch and the cotton system in generrd.

● Press conferences and interviews.
● Campaigns through radio, as well as net-

work and cable TV.
● Presentation of graphs.
● Direct presentations to producers,

through audiovisual aids.

● A 30’ video was produced.

At present there are nationrd and provincial
laws that punish the use of mntaminating
matenrds. But the most important thing is that
we have made all the participants in the sys-
tem aware of the importance of the problem
and of the need to eliminate its causes.

The laws in effect are the following:

● National: Law No 278 (7/13/86)
● Chaco Province: Law No 3430

(12/15/88)
● Formosa Province: Decree No 91

(1/30/89)
● Cornentes Province: Law No 4305

(9/5/89)

They provide for fines to producers, har-
vesters and or ginner operations that use or
receive cotton in contaminating bags. Recur-
rence makes penalties even more severe, up to
suspension of the authorization to trade cot-
ton.

Our country appreciates the actions carried
out by ITMF through the information it
generates, processes and disseminates.

In addition, the Republic of Argentina has a
modem cotton textile industry, which
monitors the situation closely and continuous-
ly for immediate detection shodd a problem
arise.

Argentina has exported cotton fiber in the
following quantities:

Year Tons

1984 55,209
1985 91,570
1986 10,595
1987 13,000
1988 134,100
1989 %,700
1990 141,700
1991 la,400

A spectacdar growth was recorded between
1988 and 1991. The 1984/85 average was
42,500 tons/year, and the 1988-91 average
was 133,230 tons/year.

Argentina currently has a three-times greater
presena in the world’s spinning mills.

According to ITMF’s reports, Argentina’s
position was as follows:

1985 15 yes 1 no
1987 3 yes 1 no

In 1991, in the table of countries with the least
contamination, Argentina was No. 30 in a list
of 32 countries.

Regarding the degree of contamination, that
same report recorded Argentina as follows:
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I

Imignificant 80% of the -es at of
a total of 40

Moderate 9%
serious 3%

The members of the ITMF Spinning Mills
Committee in their visit to Argentina in May
1990 were able to see first-hand what Argen-
tina is doing to eliminate contamination.

We are satisfied with the resdts achieved by
the actions taken. However, the Argentine
cotton sector should not assume that every-
thing that needs to be done has been achieved.
The growing mechanization of harvesting,
which at present is at a level of 30~o; the
awareness and recognition of the problem; the
durability of the actions taken; the legislation
in force; the efforts by producers, ginners,
workers, traders and authorities, rdl will
mntribute to maintain and enhance the impro-
vements already achieved.

A Study of the Effect of
Raw Cotton Stickiness

Distribution on Spinnability

S. C. Yao
China Textile Institute

China (Taiwan)

Abstract

For a long time, the problem of sticky cotton
has been making the spinning industry scru-
pulous and agitated. Although honeydew in
raw cotton is one of the reasons that makes
cotton fiber sticky, there is no significant
connection between the honey percentage of
cotton fiber and the phenomenon of sticky
cotton. It is very difficult for China (Taiwan)
to acquire any effective way to eliminate
stickiness in raw cotton based on the current
status of China (Taiwan)’s economic environ-
ment. As we know, sticky cotton will cause
great damage in spinning and the basic solu-
tion at present is to utilize the least sticky raw
cotton. In order to meet the urgent demand of
China (Taiwan)’s spinning industry, the Tai-
wan Cotton Spinners Association and the
spinning industry are collecting cotton sam-
ples from each different cotton-producing
areas and anrdyzing stickiness using sticky
cotton therrnodetection (SCT) to record each
case of stickiness by region and country to
provide reference information for the spin-
ning industry as far as raw cotton purchasing
is concerned. Nevertheless, when purchasing
raw cotton of high stickiness due to reasons
beyond our control, we can still obtain a better
and stabler spinning effect through investiga-
tion and testing to control the average number
of stickiness under 30 after cotton mixing, and
to use the raw cotton of higher stickiness
gradually by cotton distribution.

1. Introduction

There are approximately 70 cotton-producing
countries in the world with an area of 85
million acres and annual production of 60-80
million bales where most of the cotton is uti-
limd a raw matenrd for yam. As raw cotton
represents 50-70~0 of the cost of cotton yam,
it bemmes one of the decisive qualit y factors.
Therefore, it is worthwhile to pay more atten-
tion to the qurdity of raw cotton and to the
problem of stickiness. Sticky cotton will
cause many problems during the spinning pro-
cess, such as:

● The gathering of stickiness in rolls or
other mechanical elements will have a
great influence on the job of cleaning and
inevitably increase the responsibilityy of
operators.

● The major problem is the tagging
phenomenon in the combing, drawing,
roving and spinning frames.

● The lapping during roving and spinning
that occasionally occurs when drawing.

● The dust on the rubber drafting roll and
the accumdation of cotton sugar and
wax during the processes of spinning.

Generally, cotton stickiness occurs in cotton-
producing countries worldwide but tends to be
more serious in Africa me main causes of
sticky cotton are summarized below:

● Insects: Stickiness can be caused by
aphids or whiteflies when cotton plants
are eroded and mucus from the injured
part as well as the secretion from the
insects create honeydew, which is com-
posed of fruit sugars, glucose, etc. and is
the primary element that resdts in sticky
cotton.

● Factors of the plant itself The
physiologicrd sugar contents of plant vis-
cose, secretion of flowers and leaves, as
well as that of pecdiar cottons, will also
resdt in sticky cotton.

1

1

P Conditions of growing: The climate wfil
have a great influence on whiteflies and
pollution leading to the seasonal chang-
ing of sticky cotton during harvest. In
addition, chemicals and fertilizers will
also cause stickiness of cotton.

me price of sticky cotton is 5-10% lower
:ompared to normal cotton, hence, spinning
[actories til mix the former with the latter to
lower the cost if the situation permits it in
lpite of the fact that sticky cotton will cause a
lot of vexation during spinning process. Not-
withstanding, there are fewer and fewer fac-
tories purchasing sticky cotton nowadays un-
ier the current economic environment of Tai-
wan with the purpose of cost-saving. In recent
years, sticky cotton is found frequently even
in the areas that have never encountered such
Mproblem before due to the enormous envi-
ronmental changes in the earth. Consequently,
products of poor qutity are being manufactu-
red frequently, making the spinning industry
turn to the institutes concerned for help with
the hope of solving a problem that is getting
serious.

[n response to this urgent requirement, the
China Textile Institute has been proceeding to
consolidate the analysis and testing results of
a number of sticky cottons from various cot-
ton-producing countries to provide reference
information for the spinning industry.

2. Method of Evaluation of Sticky Cotton

In the past, spinning factories used to take
chemid tests for sugar contents in cotton.
That is, they wordd put the cotton (approx. lg)
into alcohol until it boiled and congregated the
sugar contents from it, then, put in the cherni-
crds to proceed with the analysis of color-col-
lating. Nevertheless, this testing method can
only venf y the content of sugar but it is not
very precise in respect to stickiness. In addi-
tion, it cannot provide any objective statistical
value to show the degree of cotton stickiness,
therefore, it is not very appropriate for evalu-
ation.

Fig. 1 Fig. 2
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Table 1

I Grade I Nuaber of Bone, a~ots ! Degree of atickness !

Ill o -2 I Nil I
121 3 - 16 I Slight I

3 17 - 32 Middle

4 33 - 50 Severe

5 over 50 Very severe

Currently, the sticky cotton thermodetector
(SCT)is commoedy used forthe testing of
cotton stickiness utilizing the heating pressure
plate, which is simfiarto melting the sugar
spot to bting forth the stickiness when draw-
ing and rubbing during the spinning process.
As we can see from Figure 1, the SCT uses the
heating plate (see Figure 2) to heat the cotton
to 90°C and melt the sugar contents. Then, it
cools it down using the cooling plate (see
Figure 2) to make the fibers with sugar con-
tents stick on the aluminium foii paper to
calculate the number of stickiness and to
verify the stickiness (see Table 1). It is more
objective and practical to test by SCT which
can provide more precise statistic values for

.

reference than rolls heated with higher
temperature during spinning process.

3. Stickiness in Cotton Producing
Countries Worldwide (Tested by SCT/131
Kinds)

3.1. The average number of stickiness of cot-
ton-producing countries in Asia, America and
Africa

Comparison of stickiness of Asian cotton-
producing countries (Figure 3)

Comparison of stickiness of American cotton-
producing countries (Figure 4)
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Pi~e 9
lRe Surveyfor the Degreeof CottonStictdnemand

Spbmabititytn China(Taiwan)

Comparison of stickiness of African cotton-
producing countries (Figure 5)

3.2. Grade distribution of cotton stickiness in
Asia, America and Africa

Grade distribution of Asian cotton stickiness
(Figure 6)

Grade distribution of American cotton sticki-
ness (Figure 7)

Grade distribution of African cotton sticki-
ness (Figure 8)

4. Survey of Degree of Cotton Stickiness
and Spinnabiiity at Spinnhtg Factories in
China (Taiwan)
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4.1. Research on sticky cotton and
spinnahilit y at spinning factories

Combing, drawing, roving and spin-
ning in the manufacturing process is
greafly affected if stickiness is too
high. Furthermore, it wiii influenm
production as a resdt. Spinning fac-
tories try to reduce the volume of
sticky cotton by means of cotton-
mixing, however, there has never been
a statistical value shown to predict the
spinnabilit y so far. In view of this,
China Textile Institute (CTI) has been
collecting samples of raw cotton after
cotton blowing from the 15 spinning
factories of northern, middie and
southern Taiwan, testing the degree of
cotton stickiness, and investigating
the spinnability expecting to provide
reference values for cotton-mixing
hereafter for Taiwmt spinning industry
after it consolidates ail the informa-
tion (see Figure 9).

As we can see from Figure 9, cotton
stickiness after cotton blowing at spin-
ning factories in Taiwan is ap
proximately a grade 3. Afier inves-
tigating we rated below grade 3 sticki-
ness as light, grade 3 as moderate, and
above grade 3 as having a more serious
effect on spinning process and produc-
tion volume. As such, we wotid sug-
gest that cotton distribution does not



PROCEEDINGS OF THE 51 ST PLEN~YMEETING 37

exceed this limit to avoid the ill-effect on
productivity and to save on manufacturing
costs at the same time.

4.2. Forecast on spinnabilit y from cotton dis-
tribution
Now that we realize the connection between
the degree of cotton stickiness and spin-
nabilit y, the problem of how to utilize the
statistical values to assist the spinning fac-
tories in obtaining the appropriate ratio of
cotton distribution promptly and precisely
and to increase efficiency for the purpose of
time-saving, and furthermore, to use the raw
cotton of high stickiness in due course, is the
main theme we wodd like to discuss taking
this opportunity.

From the example undermentioned, we have
selected one of the 15 spinning factories and
examined the actual testing results of raw
cotton and cotton blowing with the ratio of
cotton distribution in order to dcdate the
value-forecast of stickiness for cotton blow-
ing while comparing with the number of
stickiness surveyed: (Testing temperature
25”C, humidity RH 55%).

The number of stickiness of cotton blowing
predicted:

18* 0.1+42* 0 .075+21* 0.1 +8* 0.25+ 36*O

.1 +13*0.1+9* 0.1 +24* O .1 +6 3* 0.075
= 1.8+ 3.2+2.1 +2+3.6 +1.3+0.9+2.4+4.7
=22 -> Grade 3 (The value-forecast matches
that existing.)

Consequently, it is feasible for us to predict
the spinability by means of the stickiness of
raw cotton and the ratio of cotton distribution
to take the precautions necessary.

5. Conclusions

The ITMF statistics
show that there is
more than 1/4 of raw
cotton production
that is polluted by
sticky substances aU
over the world and
the situation is get-
ting more and more
serious. strictly
speaking, the prob-
lem of sticky cotton is
making cotton
farmers, merchants
and the spinning in-
dustry greatly con-
cerned. Thus, it be-
comes an urgent
demand to learn how

Factory 9 The renult of the tasting consigned
for sticky cotton.

I Upper Volta I 18 I 3 I 10 %
I

Toco (1) I 42 I 4 I 7.5 %

Toco (2) 21 3 10 %

I Austrai ia I 8 I 2 I 25 %
I

Chad 36 I 4 I 10 %

IiOrY Coast (1) I 13 2 10 %

Ivory Coast (2) 9 2 10 %

Ivory Coast (3) 24 3 10 %

Cameroon I 63 I 5 I 7.5 %

Cotton blowing 22 3

to analym the degree of stickiness more
precisely and rapidly. According to ITMF re-
search, a quick and standardized facility for
testing has not been invented so far. The SCT
testing equipment is the most accurate one at
present, however, it is time-consuming and
measured ordy with the eyes. fn view of this,
we shall continue to make great efforts on the
research and development of the automated
computer aided scanning system to improve
the testing accuracy and to shorten the analyz-
ing speed m well. Regarding the method of
how to remove the stickiness of raw cotton,
the most economic way wordd be to handle the
problem instantly at the cotton-producing
area before packing no matter what method is
used (either the conventional way of wash-
and-dry or the latest development of
microwave). As we know, it will be much
more expensive to handle the problem after
the cotton arrives at the spinning factories

Fourth Plenary Session

than treating the raw cotton right at the cotton
producing areas.

Statement of the
Republic of Korea

In recent years, the Republic of Korea’s cot-
ton industry has been paying great attention to
the problem of cotton contamination such as
leaves and other foreign substances, especird-
ly the frequency of stickiness caused by
honeydew, oil, etc., which increased from
21% in 1990 to 27% in 1991, according to the
ITMF Cotton Contamination Survey.

This proves our concern.

We understand that cotton growing countries
are working to reduce contamination but more
effort seems to be needed to fundamentally
solve the issue.

Tuesday September 29, 1992,2:15 pm
Mr. David Bumikell in the Chair

The CHAIRMAN opened the Fourth Plenary
Session on the subiect of Developments in
World Trade. -

The CHAIRMAN introduced Mr. Andrei
Guitchounts, Economist with the Secretariat,
to present a paper on “Developments in World
Trade.” He noted that measures of world trade
rose 1.3 miflion tons during 1991/92 because
of the breakup of the USSR into fifteen inde-
pendent countries but that, net of shipments
between the former Republics of the USSR,
world trade fell for the fourth consecutive
year. A major reason for the decline in trade
is reduced consumption in countries that do
not produce cotton. A further decline in world

trade in cotton is expected during 1992/93.
Mr. Guitchount’s paper is attached.

The CHAIRMAN recognized Mr. Richard
Hughes, Counselor, GA~, who reported on
the current status of the Uruguay Round of
negotiations. Mr. Hughes paper is attached.
Mr. Hughes noted that a Draft Final Agree-
ment signed last December provides an over-
view of the potential benefits offered by a
successfrd conclusion to the Umguay Round.
He indicated that the keys to a final agreement
are held in very few hands and that the final
success of the Round depends on efforts by
these few. Mr. Hughes noted that the textile
section of the Draft Final Agreement provides
for gradual integration of textiles into GATT
and the gradual phase out of the MFA.

The CHAIRMAN recognized the delegate of
the USA. The delegate introduced a membr
of the US delegation, Mr. Kenneth Howland,
who presented a report on the status and
potential effects of the recently negotiated
North American Free Trade Agreement
(N~A). A summary of the agreement was
distributed to the delegates. MY. Howland
reported that NA~A is expected to
strengthen existing trade in textiles and fibers
among Canada, Mexico and the United States.
He recounted briefly the history of trade in
textiles and fibers among the three countries
and indicated in general terms the changes in
trade that are possible after implementation of
the NA~A. Mr. Howland’s report is at-
tached.

A paper by Mr. James E. Echols, President,
American Cotton Shippers Association, USA,



38 SEPTEMBER 1992

on the importance of fair trading rules from
the point of view of the seller was delivered
at the beginning of the session. Mr. Echols’
paper is attached. Mr. Echols stressed the im-
portance of contract compliance and the exist-
ence of fair trading rules to the world cotton
trading system. He reviewed procedures for
completion of contracts and noted that con-
tracts must be precise, concise and accurate.

Following a break, the CHAIRMAN recog-
nized Mr. Phongsak Assakd, Managing
Director, The Bangkok Weaving Mills Ltd.,
Thailand. Mr. Assakd, who is also President
of the Thai Textile Manufacturers Association
and the incoming Chairman of the ASEAN
Federation of Textile Industries (-X),
spoke on the subject of contract compliance
and the importance of fair trading rules to the
cotton trading system from the point of view
of the buyer. Mr. Assakul’s paper is attached.
He endorsed the point of view presented by
Mr. Echols on the need for contract com-
pliance and fair trading rules. He noted that
contracts need to be precise. Buyers want to
receive cotton on time and of the agreed
qurdity, and buyers have a responsibility to be
open and frank and to ftiy explain their cot-
ton needs. Mr. Assakul said that increased
communication between buyers and sellers is
to be encouraged, as prevention of disputes
through clear understandings of the terms of
the contract was preferable to arbitration and
financial settlement of disputes.

The CHAIRMAN introduced Mr. C. H.
Mirani, President, the East India Cotton As-
sociation (EICA), to present a paper on the
“Role of the East India Cotton Association in
International Fair Trading Practices.” Mr.
Mirani noted that cotton has been cultivated
in the Indian sub-continent for more than
5,000 years. He reviewed the history of the
EICA, which was founded in 1923. Mr.
Mirani reported on the roles and functions of
the EICA and gave special emphasis to the
subject of contract sanctity. He added that the
EICA was very concerned about contamina-
tion and that members are making serious
efforts to redu~ contamination in Indian cot-
ton. Mr. Mirani’s paper is attached.

The CHAIRMAN introduced Mr. Fritz
Grobien, Chairman of the Committee for In-
ternational Cooperation Between Cotton As-
sociations (CICCA). Mr. Grobien noted that
forward contracting accounted for nearly 90%
of cotton srdes and that the cotton industry
could flourish only in an environment of con-
tract compliance and fair trading. He noted
that CICCA was formed in 1976 as a commit-
tee of national arbitral authorities with com-
mon views to foster the principle of sanctity
of contracts. He said CICCA urged all mem-
bers of ICAC who have not acceded to the
New York Convention on the enforcement of
arbitration awards to do so. Mr. Grobien’s
paper is attached.

The CHAIRMAN introduced Mr. Neal P. Gil-
len, Counsel to the World Cotton Exporters
Association (WCEA). Mr. Gillen reported on
the formation of the WCEA in 1991 and the
role of the Association in helping to enforce
contract compliance by maintaining current
lists of buyers not in compliance with valid
contracts and a catalogue of outstanding con-
tracts. Mr. Gillen discussed the organization
and operating procedures of the WCEA,
which has 34 members in the US, Central and
South America, Europe, Asia and AustAia.
He said membership was open to any supplier
of raw cotton. Mr. Gillen’s paper is attached.

The CHAIRMAN asked delegates if any
wished to speak or to ask questions regarding
any of the presentations made. The delegate
of the Republic of Korea presented a state-
ment for the record. Seeing that no one wished
the floor, the CHAIRMAN closed the Fourth
Plenary Session at 5:03 pm.

ATTACHMENTS

World Cotton Trade

Report Prepared by the
Secretariat

INTRODUCTION

World cotton imports reached 6.42 million
tons in 1991/92 but are projected to decline to
6.16 million tons in 1992/93. Measures of
world imports rose in 1991/92 by 1.34 million
tons, the amount traded between the 15 former
USSR Republics. Net of shipments between
Republics, world imports fell for the fourth
consecutive season from 5.7 million tons in
1988/89 to 5 million tons in 1991/92; imports
are expected to remain close to the same level
in 1992193.

VOLUME OF IMPORTS DETERMIN~
BY NON-PRODUCING COUNTRI~

World imports as a percent of consumption
fell from 30.9% in 1988/89 to 27.37. in
1991/92, resdting from increased consump-
tion in cotton producing countries and
declines in some major importing countries.
During the past four seasons, world consump-
tion rose just 17., while the volume of world
imports fell by 670,000 tons. From 1988/89 to
1991/92 consumption rose almost a combined
1 million tons in the United States, Pakistan,
and India. The increase in consumption in
three of the five major producing countries did
not contribute to a rise in world imports, as
these countries had sufficient supplies of cot-
ton from domestic crops. Over the same
period, cumulative consumption by the major
importing East Asian countries and China
(Mainland) were almost unchanged. The
decline in consumption in Europe, especially

Eastern Europe, totaling about 500,000 tons
was a major reason for the decrease in world
imports in 1991/92. World imports in 1992193
as a percent of consumption are estimated at
25.6%, indicating that consumption continues
to rise more rapidly in cotton producing
countries.

The volume of international trade in cotton is
determined largely by changes in consump
tion in non-producing countries. During
1988189- 1990/91, non-producing countries
accounted for 80% of world imports and 24%
of world consumption. World cotton con-
sumption is expected to increase from 18.6
million tons in 1991/92 to 19.2 million tons in
1992/93, with about 90~o of the increase
projected in cotton producing countries and
about 5f)~0in China (Mairdand). To meet the
expected increase in consumption and to keep
tight stocks from declining further, non-
producing countries will have to import about
220,000 tons more in 1992/93 than in
1991/92, bringing the total for this group to
4.15 million tons. The non-producing
countries will account for 8090 of world im-
ports in 199193, up from 78% in 1991/92.

In 1992/93 cotton consumption is expected to
increase in several European countries, in-
cluding East Europe, resdting in a total in-
crease in European imports of 65,000 tons.
Germany, Italy, Spain, Austria and the Czech
and Slovak Republic will account for most of
the increase. Further declines in consumption
and imports are expected in France and United
Kingdom.

Among major importing countries of East
Asia, declines in cotton consumption are ex-
pected to lead to declines in imports in Japan,
the Republic of Korea, Thailand and Hong
Kong. However increases in consumption and
imports in Indonesia and China (Taiwan) are
expected to more than offset this decline,
resulting in an increase of 140,000 tons in
imports in East Asia. Europe and the major
East Asian cotton importing countries will
account for most of the expected increase in
imports by non-producing countries.

IMPORTS BY PRODUCING
CO~RIES

Substantial changes in import demand in
some producing countries are expected in
1992/93 due to projected declines in produc-
tion. One of the major changes in 1992/93 is
a switch of China (Mairdand) from a net im-
porter to a net exporter. Cotton production in
China (Mairdand) rose in 1991/92 to a seven-
year high of 5.67 million tons, and, with con-
sumption of 4.3 million tons, ending stocks
almost doubled to 3.2 million tons. China
(Mainland) imported about 380,000 tons and
exported ordy 130,000 tons in 1991/92. In
1992/93 production in China (Maitdand) is
expected to remain high at 5.5 million tons,
exceeding consumption of 4.8 million tons.
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China (Mainland) will likely increase exports
in 1992/93to315,000 tons and reduce imports
by about 355,000 tons. The withdrawal of
China (Mainland) from the market as an im-
porter of cotton is the major factor offsetting
expected increases in imports elsewhere.

Projected exports from China (Mairdrmd) ac-
count for 6% of world trade and cotid be
higher, given the estimated 3.6 million tons of
1992/93 ending stocks, equal to 7s~o of con-
sumption. The relatively low level of current
market prices could be the reason for the lack
of more aggressive offers from China (Main-
land) during August and early September
1992.

East Asia will probably remain the major ex-
port destination for China (Mainland), with
Japan taking up to 90,000 tons. The Republic
of Korea could account for 50,000 tons. About
35,000 tons codd be channeled to Hong
Kong. China (Taiwan), Indonesia and
Thailand could become other important des-
tinations of cotton from China (Mairdand) in
1992/93. In all these markets, China (Main-
land) will have to compete with cotton from
the USA and Pakistan. Only about 5% of
China (Mainland) exports are expected to be
directed to Europe, where Central Asian and
Francophone African crops are expected to be
major competitors.

Several traditional exporters wilJ have to in-
crease imports or even become net importers
in 1992193, due to declines in production.
Mexico will become a net importer for the
first time in 1992/93 because production is
expected to fall from 180,000 tons in 1991/92
to 45,000 tons in 1992/93, the lowest level
since 1934/35. This drop in production results
from a new government agricultural policy
which has eliminated subsidies to farmers,
raising their production costs. Cotton con-
sumption in Mexico in 1992193 is expected to
remain at 180,000 tons. Imports are expected
to increase by 90,000 tons to 130,000 tons.

Brazil for the first time became a net importer
of cotton in 1991/92. With consumption ex-
ceeding production in Brazil since 1986/87,
imports rose from 53,000 tons to 160,000 tons
in 1991/92. Low prices received by farmers
during last season may not encourage in-
creased area in 1992/93. With consumption
still exceeding production, Brazilian imports
are expected to reach 145,000 tons in 1992/93,
exceeding exports by 60,000 tons.

Lower cotton market prices, compared to the
cost of production, will affect planted area in
1992/93 in several major producing countries
in Central and South America, reducing nor-
mal export availabilityy in Paraguay, Argen-
tina, Nicaragua and Pem, and even forcing
some traditional exporters like Colombia and
Guatemala to become net importers. The in-
crease in imports by producing countries in

Central and South America in 1992/93 is es-
timated at 30,000 tons.

Turkey became a net importer of 10,000 tons
in 1991/92 and is expected to remain a net
importer of about 20,000 tons in 1992/93. The
support prices for 1992193 seed cotton an-
nounced at the end of August 1992 will likely
maintain local prices firm in the first hrdf of
the season. Firm local prices will likely main-
tain interest in cheaper imported styles, espe-
cially Central Asian. Of total imports of
55,000 tons by Turkey in 1991/92, 20,000
tons are believed to be from Central Asia In
1992193, imports by Turkey are estimated at
about 45,000 tons and 30,000 are expected to
be imported from Central Asia

Due to a severe drought this year, South
Africa and Zimbabwe are expected to reduce
exports dramatically and to import a com-
bined 45,000 tons of cotton in 1992/93. Zim-
babwe has not impotted cotton before
1991/92, and South Aftimn imports stood at
13,000 tons in 1990/91.

MAJOR EXPORTERS HOLD
LARGE STOCKS

During 1992/93, world production is expected
to exceed consumption for the third consecu-
tive season faUing ordy 47. from 1991/92 to
19.9 million tons. Five major producers,
namely China (Maitdand), the United States,
India, Pakistan and Uzbekistan will acaunt
for 73% of total production, the same as in
1991/92. Beginning stocks in the 5 largest
producers are expected to increase from 50%
of world stocks in 1991/92 to 66% in 1992/93.
Increased supplies in these countries will in-
tensif y competition in international markets.
The United States, Central Asia and Pakistan
are expected to account for 65% of world
exports in 1992/93.

Australia and countries in Francophone
Africa will also be important sources of cotton
during 1992./93. Out of 900,000 tons of
production in Australia and Francophone
Africa, only 8% will be consumed domestical-
ly. Exports from countries of Francophone
Africa in 1992/93 are estimated at 500,000
tons, 4% lower than in 1991/92 and equrd to
8% of world trade, about the same as in
1991/92. About 35% of exports from this
group of countries are expected to be directed
to Europe, 45% to Asian countries and most
of the rest to African countries.

Exports from Austrrdia, where production is
expected to fall from 460,000 tons in 1991/92
to 360,000 tons in 1992/93, are expected to
decline from 500,000 tons during last season
to 330,000 tons in 1992/93. Austr&a ac-
counted for 8% of world trade in 1991/92 and
its share will fall to 5% in 1992/93. East Asia
is expected to remain a major destination for
Austtiian cotton in 1992/93. Japan pur-
chased more than 100,000 of Australian cot-

ton in 1990/91, but codd import somewhat
less this season because cotton consumption
has declined in Japan and exporters will be
competing for Japanese imports. The
Republic of Korea, Indonesia, China
(Taiwan) and Thailand could account for
more than 140,000 tons of Australian expofis
in 1992J93.

US exports in 1992/93 are forecast at 1.37
million tons, 7% less than in 1991/92, and
equal to 23% of world trade, rdso the same as
in 1991D2. The United States was able to
retain nearly one-fourth of world trade during
1991/92, when the supply of cotton increased
in rdmost all major exporting countries, due to
implementation of the marketing loan and the
competitiveness provisions known as Step 1
and Step 2. About 65% of US exports in
1992J93 are expected to be directed to Asian
countries, 2090 to EuroF, 109o to North and
South American countries and 5% to Africa.
Japan, the Republic of Korea and Indonesia
are expected to remain the largest buyem of
US cotton.

Production in Pakistan reached a record 2.2
million tons in 1991/92 and ending stocks
almost doubled to 900,0~ tons. Another crop
larger than domestic consumption of l.42mil-
lion tons is expected in 1992/93, despite
flooding during September. The Government
of Pakistanis facilitating exports of cotton by
reducing taxes. These measures are expected
to lead to an increase in exports from 425,000
tons in 1991/92 to an estimated 615,000 tons
in 1992/93. Pakistan will account for but
10% of world exports in 1992/93, compared
with about 6% in 1991/92. Based on 5-year
average shipments by destination, about 70%
of Pakistan’s exports could be directed to
Asian countries, hut 25% to Europe and the
rest to other destinations. Hong Kong, Japan,
Indonesia, Malaysia and Thailand are ex-
pected to be major markets for Pakistan cot-
ton, where it will compete mostly with US
cotton.

Production in Central Asia in 1992193 is ex-
pected to decline 7% and is estimated at 2.33
million tons. The major reason for the decline
is a reduction in planted area due to environ-
mental concerns and the necessity to shift
some area to food crops. Governments of
producing States in Central Asia folly control
production and distribution of cotton through
production quotas, guaranteed prices and ex-
port li~nses. The bdk of exports is handled
by government agencies. Beginning stocks in
Central Asia are estimated at 830,000 tons, or
zso~. of domestic consumption. Exports from
Centrrd Asia are expected to increase only 1%
to an estimated 2 million tons in 1992/93,
equal to 3370 of world trade.

Major changes, however are expected in the
destination of Central Asian exports. Exports
to importing Republics of the former USSR
are expected to decline from 1.34 million tons
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in 1991/92 to 1.23 million tons in 1992/93,
because trade arrangements between the
Republics have broken down and the ruble is
not convertible. Because the cost of cotton
production in Central Asia remains substan-
tially below current market values, it is ex-
pected that cotton from Central Asia will
remain one of the most competitively priced
crops in 1992/93, and exports from Central
Asia to destinations outside the former USSR
are expected to increase from 640,000 tons in
1991/92 to 780,000 tons in 1992193. Barter
trade is expected to remain important in
1992/93 and to account for about 50% of total
exports from Centd Asia, or about 1 million
tons, eqrrd to 1590 of world trade. About 60%
of Centrrd Asian exports in 1992/93 are ex-
pected to be directed to Europe, 25% to Asia
and the remaining 15~oto countries in Central
and South America. France, Germany and
Italy are expected to be the largest buyers of
Central Asian cotton.

Statement on the Situation
in the Uruguay Round

Negotiations

Richard Hughes
GATT

The Current Situation in the
Umguay Round

One year ago, when I last provided you with
an updating of the situation in the Uruguay
Round Negotiations, I concluded by saying
that intensive negotiations wodd take place in
the last quarter of 1991 with a view to finaliz-
ing the work in the Uruguay Round, including
the Agreement on Textiles and Clothing. As
you will be aware, the negotiations did inten-
sif y in the October-December period and very
considerable progress was achieved. A major
turning point in the negotiations was reached
on 20 December with the tabling of the Draft
Final Act by Mr. Arthur Dunkel, the Director-
Generd of GATT in his capacit y as Chairman
of the Trade Negotiations Committee. This
draft Final Act contains texts for 28 specific
agreements. In certain areas—inevitably the
most difficdt ones—the draft Final Act con-
tains contributions by the Chairman; how-
ever, the bdk of this extensive document is
the product of intensive negotiations among
more than a hundred participating gover-
nments,with dl of the compromises and politi-
ca~y sensitive trade-offs that this involved.

Since the negotiations constitute a single un-
dertaking, in accordance with the Punta del
Este Declaration, they are governed by the

principle that nothing is final untfl everything
is agreed. Therefore, in the totality of the
Uruguay Round, the “finishing line” was not
crossed at that time.

The tabling of the draft Final Act which, of
course, must be judged in the perspective of
an overrdl package of resdts, signified some
important developments: (1) it gave the first
concrete picture of the vast potentird of the
Uruguay Round; (2) it implied that, apart from
the work in the market access negotiations,
pnncipdy the tariff reduction program, the
subject-by-subject negotiations were over in
all areas of trade in goods, and since January
of this year, work has been based on a global
approach.

What governments have at hand now is the
blueprint for an international trading system
which encompasses trade in both the services
and goods sectors, includes rties applying to
trade in intellectual property, which is of spe-
cial interest to textile and clothing producers,
and even touches on trade related aspects of
investment. The package of restits includes,
of course, strengthened GA~ rules and pro-
cedures in a large number of areas affecting
the rights and obligations of developed and
developing countries alike. Effective enforce-
ment of these rrdes will be assured through a
strengthened GA~ dispute settlement sys-
tem in the form of a single, integrated dispute
settlement mechanism. In addition, the estab-
lishment of a new Multilateral Trade Or-
ganization will provide a formal structure for
administering the current and new trade rules.
The Director-General has recently em-
phasized the remarkable progress achieved in
meeting the objectives set out by Ministers in
the Punta del Este Declaration.

As you are aware, at the present time the
common perception is that little meaningful
progress will be possible without political
breakthroughs, through shifts in national posi-
tions on the few points that still remain out-
standing. Agriculture is of course, the major,
though not the ordy problem. A breakthrough
in agriculture will certairdy be a catalyst for
progress in the other areas and will trigger a
constructive final phase of the negotiations. I
will come back to the subject of Agnctiture
in a moment. In the area of market access,
where negotiations have yet to be concluded,
we know enough right now to be confident
that a final agreement in this area is possible.
We expect, for instance, to be able to reach the
goal of an average one-third reduction in
tariffs; many high tariff peaks will be substan-
tirdly reduced; and some very important sec-
tors will end up with zero tariffs. Alongside
tariff reductions there will be a dismantling of
many non-tariff measures.

Concerning Services, another area where
negotiations have yet to be concluded, a
General Agreement on Trade in Services now
exists within the draft Final Act-so too do
certain associated sectoral agreements. The
early efforts to negotiate an initial package of
national commitments in the services area
have resulted in offers from 50 governments.

Efforts to resolve the remaining issues and to
bring the Round to a successfd conclusion are
continuing-they are not insurmountable. In-
deed, everyone is supportive of the Round and
the immense importance of a smooth
functioning multilateral trading system. The
Director-General has stressed “The keys to a
final conclusion are held in a very few hands.
It is now up to them to provide the momentum
for us to finfize the mdtilateral negotia-
tions.”

The Draft Agreement on Texffl=
and Clothing

Turning now to the draft Textiles and Cloth-
ing Agreement, it is essential to bear in mind
that it is an integral part of the draft Final Act;
it is a negotiated text; and unlike the MFA, is
an Agreement under the GATT itself.

The Textiles and Clothing Agreement repre-
sents a finely negotiated balance among a
range of divergent interests: exporting and
importing countries, new entrants and small
suppliers, dominant suppliers, non-MFA
countries, GA~ contracting parties which
maintain restrictions under the h4FA, GATT
contracting parties which do not maintain
MFA restrictions, etc. Many groups are un-
easy with some parts of the text, to judge from
the fact that it has been criticized by interest
groups in developed and developing countries
alike. However, most of the 108 governments
which are participating in this Round are
keerdy interested in ensuring the success of
the textiles and clothing negotiadons and have
resisted the temptation of Wowing “the best”
to become the enemy of “the good”.

While I don’t propose to go into the details of
the Textiles Agreement today, I wotdd sum-
marize it by saying that it will provide for the
progressive integration of textiles and cloth-
ing trade into GATT rules-and the phase out
of the MFA-over a ten year period, in three
stages. To briefly review the mechanics of the
integration process: on the fiist day of the
entry into force of this Agreement], the mem-
bers will integrate products representing 12
per cent of their imports in 1990 of the
products listed in the Annex. After four years,
a further 17 per cent will be integrated, after
a further three years, 18 per cent will be in-
tegrated and, finally, at the end all remaining
products wfll be integrated.

‘ WIortoMISintegration,anadditionalfourpercentwillbeintegratedattheoutsetbywayofexclusionfromtheproductcovunge.
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Concurrent with the integration process, there
will be a program of liberalization through
improvements in growth rates for restrictions
remaining in place. There will dso be a spe-
cial, transitional safeguard mechanism in case
of injurious import surges in products not yet
integrated. Other provisions relate to the
elimination of restrictions other than the
MFA, measures to derd with circumvention, a
monitoring and dispute settlement body and
an undertaking with respect to complying
with obligations in textiles trade in other areas
of the Round. If members of the ICAC shodd
have questions on the new Ag~ment, I
would be pleased to provide information
during our free time this week.

The Mdti-HbreArrangement

With respect to the Multi-Fibre Arrangement,
on 31 Jdy 1991, the GA~ Textiles Commit-
tee agreed to extend that Arrangement until31
December 1992, in the expectation that the
Uruguay Round Agreement on Textiles and
Clothing would enter into force on 1 January
1993.

As it is now clear that this date cannot be met,
some form of arrangement will, once again,
be required to provide the legal cover for the
MFA quotas in place after 1 January 1993.
Keeping in view the fluid situation in the
Uruguay Round and bearing in mind, also, the
urgent need for security and predictabilityy in
textiles trade, with a number of bilateral
agreements expiring at the end of this year, the
weeks ahead are critically important for arri-
vingat a decision on the MFA extension. Dis-
cussions on the future of the MFA have begun.

The Draft Agreement in Agridtire

Briefly turning to the Agriculture negotia-
tions, the Uruguay Round provisions on trade
in agric~ture are aimed at initiating a reform
process through commitments on support and
protection and the establishment of
strengthened and more operationally effective
GATT rules and disciplines in four areas:
market access, domestic support, export sub-
sidies and sanitary and phytosanitary
measures. Accordingly, basic elements of the
agncdturd package proposed in the Draft
Find Act include that non-tariff import bar-
riers are to be converted to tariff equivrdents
(“tariffication”), and these, along with exist-
ing tariffs, are to be reduced by 362 for the
agnctiture sector as a whole over a six year
period and bound. For any individual tariff
line, a 15% minimum reduction is required. A
special safeguard clause is designed to accom-
pany the process of tanffication. Provisions
are ‘made ~o ensure that current access is not
reduced, and a minimum import access
equivalent to 3% of domestic consumption of
a product must be permitted, where products
have been tanffied. This minimum access is
to increase to 5% at the end of six years.

At the same time, a 20% reduction is required
in trade-distorting domestic policies for sup-
porting agriculture. Criteria for identifying
those types of policies which need not be
reduced (the so-died “Green Box” policies)
are included in the Agreement. These cover a
large range of policies from direct income
support through to regional development, dis-
aster relief and programs to encourage struc-
tural adjustment, including more environmen-
tally beneficial agnctiture. The annual
budgetary outlays for export subsidies for
agnctitural products must be reduced by 362
over six years whereas the quantity of product
eligible to receive export subsidies must be
decreased by 24%. Specific rules on the use
of sanitary and phytosanitary measures are
proposed to minimize their use as unjustified
barriers to trade. Special provisions for less
developed countries include that their support
and protection reductions be tw~thirds of the
levels specified, over a ten year period, and
LDCS are permitted to maintain certain
policies otherwise outside of the “Green
Box”. No reduction commitments are re-
quired for the least-developed countries.

While many countries have indicated their
willingness to accept the package proposed in
the Draft Find Act as the basis to conclude the

agric~tur~ negotiations, a number of par-
ticipants have indicated difficdties. Negotia-
tions on some specific aspects, such as the
commitment to reduce the quantity of sub-
sidized exports or the treatment of certain
domestic support policies in the reform con-
text, have therefore continued following the
tabling of the Draft Final Act. Nonetheless, a
substantial number of countries have sub-
mitted their initial offers and a number of
consultations have taken place on these.

United States Comments
on NAFTA

Kenneth Howland
United States Department

of Agriculture
USA

We have been asked by members to provide a
briefing on the expected impact of the North
American Free Trade Agreement (N~A)
on textile trade.

I must say at the outset that the impact of the
agreement can be estimated at this point in
only the most general of terms.

The purpose of a free trade agreement is to
provide direct bnefits to the parties to the
agreement although certaird y as economic
growth occurs in the markets of the sig-
natories other trade partners benefit as well.

The N~A is expected to further strengthen
the existing trade in textile and fiber products
among the countries-trade that has already
been encouraged through US-Mexia
bilateral arrangements negotiated in the mid-
1980s and by the US-Canada Free Trade
Agreement concluded some four years ago.

Mexico is already the second leading export
market for US textile and apparel products,
behind only Canada. In 1991, the United
States exported over $1 billion of textiles and
apparel to our southern neighbor. While an
appreciable proportion of our exports repre-
sents outward processing trade, a substantial
quantity rdso is for use directly in the Mexican
market.

Our exports to Mexico are almost evetdy
divided between textile ptiucts and apparel.
Last year, US companies sold over $350 mil-
lion of fabric alone to Mexico, particdarly
man-made fiber fabrics, industrial fabrics,
and non-wovens and specialty products. The
US was the leading supplier of fabric to the
Mexican market providing 65 percent of im-
ports of cotton fabric and 74 percent of the
imports of synthetics in 1990.

US manufacturers also sold over 45 million of
floor coverings to Mexico last year. Trousers,
slacks, and shorts represented nearly hdf of
our $480 million in apparel exports to the
Mexican market in 1991.

The volume of US textile and apparel exports
is substantial and growing rapidly. From 1988
to 1991, the value of US exports of these
products to Mexico rose by more than 70
percent. And the trend is mntinuing. First
quarter 1992 exports of textiles and apparel
are up by nearly 50 percent over the same
quarter of 1991.

Obviously, US exporters have been quick to
react to changes in the roles governing the
Mexican market. Through the mid- 1980s the
Mexican market for textiles and apparel was
highly restricted. Permits were required for
the import of all textile and apparel products
and duties were at a level of 100 percent.
These restrictions were graduslly removed
and by February of 1989 essentially aU import
permit requirements were removed and duties
were established at 10 percent for fibers, 15
percent for yams and fabrics, and 20 percent
for apparel. The reductions led to the growth
in market potential which US exporters have
experienced.

The NAFTA will further accelerate the trend
already established in recent years. Mexican
duties will be reduced to zero within a few
years once an agreement is reached. US ex-
porters will have opportunity to tap into a
large, growing, and completely open market
by the time the terms of the NAFTA are com-
pletely phased in.
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A look at our experience with Canada is in-
dicative. In 1988, prior to the implementation
of the US-Canada Free Trade Agrwment, US
textile and apparel exports to Canada stood at
$677 million. In 1991, our exports had risen
to a level of $1.56 billion, an increase of over
130 percent.

Mexico and Canada also are substantial
markets for US raw cotton. US cotton exports
to these countries in 1991 were $75 million
and $60 million, respectively.

Both countries are expected to remain impor-
tant markets for US cotton under N~A.
Exports to Mexico are likely to continue to
grow and exports to Canada to remain at least
stable in the near term.

The North Am’erican Free Trade Agreement
(N~A) provides for the liberalization of
trade in fibers, yam, fabrics, apparel and other
textiles among the parties to NAFTA—
Mexico, Canada, and the United States.

The Agreement is a complex and comprehen-
sive document. Its text is in excess of 2,000
pages. Many of the details of its provisions are
being negotiated as we meet and the
provisions relating to trade in the fiber, textile
and apparel sector are as complex as any in
the Agreement.

The following general comments—kept brief
in the interest of time-have been drawn from
a lengthier summary of the provisions that we
have today distributed to members through
the Secretariat. We would recommend that
interested members obtain copies of the com-
plete Agreement when it is available and ex-
amine those sections of concern to them.

Liberalization involves the elimination of
tariffs and quotas either immediately or over
a specified phase-out period of up to a maxi-
mum of 10 years, depending on the product.

To assure that ordy the three countries which
have subscribed to the agreement will have
access to NAFTA preferentird treatment, tight
rules of origin have been agreed to.

In addition to the provisions for “qualifying”
textiles, that is those which strictly conform
to the rules of ongin, special “trade preference
levels” (formerly ctied tariff-rate quotas)
have been negotiated for “non-qualifying”
textiles. Nonqualifying textiles are those
manufactured witbin NA~A countries of in-
puts of non-NAFTA ongin. Access received
for non-qualifying goods will be limited by
the specific trade preference levels. The basic
rule if origin-substantial transformation—
will apply ~o W non-qurdifying goods.

In addition, an effective safeguard mechanism
was negotiated which will allow imposition of
quotas on imports on non-qualifying NAFTA
goods in the event of surges of imports in such
goods while the NAFTA is being phased in.

There is also a “tariff-snapback” provision to
redress surges in imports of NAFTA qualify-
ing goods during the transition. For rdl
originating goods and trade under trade
preference levels (TRQ’s) between the United
States and Canada and trade between the US
and Mexico meeting the NAFTA rule of
ongin, tariffs can be temporarily increased to
MFN rates during the transition period if sur-
ges in imports threaten or cause serious harm
to the market of the importing member.

The generic rties of the NAFTA allow any
party to request consdtations to review the
roles at any time. In addition specific review
clauses for textiles and apparel have been
negotiated. A five year review of all the roles
of origin for this sector must occur before
January 1, 1998. Parties may also request con-
sdtations to add or delete items subject to the
substantial transformation rule of origin, add
or delete items eligible for trade preference
level (TRQ) access, and to review the ap-
propriateness of these levels.

A North American Consdtative Committee
on Labeling for Textile Products will work to
harmonize labelling requirements to the ex-
tent possible among the three parties. The
Committee will include government and in-
dustry experts. Additiondly, a Consdtative
Committee on Trade in Worn Clothing will
access the potential effect of trade in worn
clothing among the parties.

With regard to raw cotton, the NAFTA rule of
origin requires that all cotton fiber must be
produced within the North American Free
Trade area to receive preferential treatment.

Mexi~the other producing member-is to
receive an initial US import quota of 10,000
metric tons. This quota is to grow at the rate
of 3 percent per year over a 10-year transition
period after which the quota will be
eliminated. The United States will grant duty
free entry to Mexico for cotton within the
quota.

US duties on imports outside the quota have
been set at 35.5 cents per kg. for HS
5201,5202, and 5203 categories except cotton
waste for which the over quota duty will be
8.9 cents perkg. The US over quota tariffs will
be phased out on a straight line basis to zero
over 10 years.

Mexico will continue to apply no non-tariff
restrictions on cotton imports and will
eliminate its 10 percent duty on cotton over 5
to 10 years depending on the classification of
the import.

Implementation of the North American Free
Trade Agreement awaits the working out of
fimal details and the ratification of the agr*-
ment by the three governments involved.

The ratification process began for the United
States when on September 18, 1992, the Presi-

dent notified Congress of his intent to sign the
Agreement. This marked the beginning of a
90 calendar&y period during which the Ad-
ministration will consult with the House Com-
mittee on Ways and Means, the Senate Com-
mittti on Finance, and any other House and
Senate Committee of jurisdiction over subjwt
matter that wodd be affected by the Agree-
ment. The purpose of the 90-day advance
notice period is to provide the Congressional
Committees of jurisdiction the opportunity to
review the proposed Agreement before it is
final, to determine the changes in US laws that
will be necessary or appropriate to implement
Agreement obligations, and to meet with Ad-
ministration officials to develop the text of an
acceptable implementing bill.

After signing the agreement the President sub-
mits to the House and Senate a copy of the
final legal text of the Agreement together with
the drafi implementing bill. There is no
statutory time limit for the President to submit
the Agreement and draft implementing bill to
Congress after signing. In practice, 90 calen-
dar days has generally not been sufficient to
complete the development of an implement-
ing bill.

The draft implementing bill must then be in-
troduced by the House and Senate leadership
and refemd to the House and Senate Commit-
tees of jurisdiction on the same day it is for-
mally submitted by the President. This action
triggers the maximum 90 legislative day
period for completion of Congressional action
on revenue measures. No amendments to the
bill are in order once it is introduced. In actual
practice, Congressional consideration has
been completed in a much shorter period than
the 90 legislative day period allowed.

Contract Compliance and
the Importance of Fair
Trading Rules to the

Cotton Trading System:
The Point of View

of the Seller

James E. Echols
American Cotton Shippers

Association
USA

Commercial trade wodd cease to exist lack-
ing a system of contract compliance and trad-
ing rules. Implicit in such trade are uniform
contract terms and conditions and rties
developed over the years by the mutual agr=-
ment of buyers and sellers in the various world
markets. Cotton is no exception, and our
presence at this international meeting eviden-
ces the vital importance of our belief in con-
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tract compliance and our adherence to our
responsibility to ftifill our obligations and
follow the relevant rules governed by that
agreement.

Contract Compliance

The cotton merchant has a unique function in
the raw fiber industry as a buyer from the
producer or cooperative and as a seller to the
other merchants or mills. Therefore, contract
terms and trade roles are essential to our role
in the market place. Today I will discuss the
point of view of the se~er.

We begin with an inquiry from another mer-
chant or a textile mill that may come director
through a resident agent in that market. The
offer by or to us may initirdly be commurri-
cated orally via telephone, or in writing by fax
or telex and the acceptance, resulting in the
contract, shordd immediately be established
in writing and confirmed by each party to the
contract. The contract must be precise in
describing the terms, conditions and the ap-
plicable trade rules. I cannot give enough em-
phasis to the importance of a sound enforce-
able contract with the right of either party to
resolve any and d differences, should they
arise, through impartial arbitration. The con-
tract terms and conditions developed by
ACSA and in use since 1975 are clear and
concise, providing for the applicable trade
rules or a partictiar market to govern, and for
the resolution of qurdit y or technical disputes
by arbitration.

Contract compliance is essentird. The pri-
nciple of sanctity of contracts has rdlowed
world trade to flourish since the early trade in
grains in the days of the Pharaohs. Over time,
international trade has expanded in countless
commodities and products with rules develop
ing to cover contingencies ranging from war,
pestilence, fire, fraud, accidents, labor strife,
and all other acts of God or man. Those of us
who have spent any time in the cotton busi-
ness have experienced all of these and more.
Adherence to contracts, the rule of law, that is
our function. We cannot carry on our business
lacking this essentird concept.

I cannot reliably offer cotton to a mill lacking
an assurance that producers will supply me the
cotton, nor can those I sell to offer yam or
finished goods unless they are assured that I
will perform pursuant to the terms and condi-
tions of our contract. In today’s world of “just
in time” shipments, failure to perform could
cause a mill to shut down or suffer substantial
monet~ damage.

Trade Roles

The use of contracts that specify certain trade
rrdes gives the international cotton com-
murtit y the avenues to utilize the arbitration
method as the best way to settle disputes in-

volving contracts written to adhere to those
rules.

The use of trade rules is a wise decision for
several important reasons:

●

●

●

Sellers and buyers borrow large amounts
of capital from banks to finance their
operations. They must depend upon a
quick turnover of this capital for maxi-
mum benefit.

To refer every dispute to a court of law
means that both buyer and seller must
educate their attorneys with the customs
and trade practices of the cotton busi-
ness. Legal processes are inevitably long
and drawn out.

Cotton men. who are knowled~eable and
familiar with trade practiws, ~erms, and
industry methods, acting as arbitrators,
can make a quick and thorough decision
on controversial matters.

Trade roles of many different associations
exist and are used in particrdar markets as part
of the contractual agreement. Just to name a
few of the different trade rules, for instance,
there are the:

● ACSA/JCTA Agreements
● Barcelona Roles
● Bremen Rties
● East India Cotton Assoc. Rties
● Gdynia Rties
● Ghent Rules
● Le Havre Rules
● Liverpool Roles
● Milan Rules

It is extremely important that every sales con-
tract between a seller and a buyer be based on
a set of trade rules.

Otherwise, it wotid be necessary to insert a
huge amount of additional clauses into the
contract, which for practical purposes is not
rmonable.

In the Far East, most markets base their con-
tracts on the joint “ACSA/JCTA Agreements”
formerly known as “Osaka Rules.” These
rules were worked out jointly between
American Cotton Shippers Association and
the Japanese importers and are fair to both
sides.

Some countries, however, buy subject to the
Liverpool Roles. It is estimated that 65% of
all the raw cotton traded internationally is
subject to LCA Rules or to arbitration in
Liverpool. The LCA Rules are based on
English law, but awards made under the sys-
tem can be enforced in the courts of most
countries. The LCA Rrdes provide a basis for
international shipment contracts for cotton
under CIF, C&F, FOB and similar terms.

Among the matters avered by the LCA Rrdes
are:

● Sampling
● Marine Insuranu
● Shipment and Delivery
● Tare and Weight
● Invoice and Payment
● Sales On Call
● Time Limits and Settlement for Claims
● Closing Contracts
● Intemfl Moisture
● Container Roles
● Micronaire

These rules are amended as required to reflect
changes in the trade or in the law.

Sellers face the task of purchasing and assem-
bling millions of brdes offered by producers
and other outlets in different locations, dif-
ferent qualities and staple lengths. It is a com-
plicated business, matching the needs of
buyers with the myriad of avtiable qualities.
Then, we face the logistical challenge of as-
sembling the cotton and moving it to a buyer
during the required shipping period. Sellers
must perform pursuant to the contracts they
have entered into and abide by the trade rules

s.pfied. -we ~nnot function in the intern-
ationaltrdng of cotton without the sanctity of
contracts. We rely on our buyer’s trust, as they
do on ours. And, we hope to continue building
on the solid foundation that good cotton men
have established for each of us.

I thank you for the opportunity of appearing
before you today to discuss the most impor-
tant part of our business—~ntract com-
pliance.

Contract Compliance and
the Importance of Fair

Trading Rules: A Cotton
Buyer’s Point of View

Phongsak Assakul
The Bangkok Weaving Mills Ltd.

Thailand

In view of the constant fluctuations of cotton
prices in this period of rapid change in the
world environment, I could not agree more
and I heartily endorse the statements of Mr.
Echols on the sanctity of contracts and the
importance of fair trading rules to support the
world cotton trading system.

The LCA with its rules and regtiations is a
classic example of a body which has the
ability to arbitrate both qudit y and technid
disputes. However, to ensure contract com-
plian~, the best rule is to prevent disputes
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from happening rather than to cure a dispute
afterward. Most disputes, based on my own
observations, originate entirely from
misunderstandings between a buyer and
seller. This can be best illustrated from my
personal experience. One day I needed to
bring more light into my garage, and I asked
my carpenter to alter the only window, which
was one meter wide by two meters high, so
that I could have double the amount of light
without enlarging the window opening. He
looked at me in amazement and said, “that’s
impossible.” It was then that I realized that the
description of the window given to him was
not clear and precise. Had I told him that the
window was one meter wide by two meters
high with the opening in the shape of a
diamond, he wodd have understood and got
on with the job straight away.

Here, if the difference in the description of the
shape of the window had not been made clear,
a dispute between the carpenter and myself
wodd have been inevitable. In the same con-
text, if a seller shows a buyer type MAMBO
from a superior region during negotiations,
but writes the contract as West African
growth, at sellers option, type MAMBO,
staple 1-3/32, the seller is telling the troth but
not the whole truth. When the shipment of
type MAMBO from an inferior region arrives,
a dispute is unavoidable. The se~er can main-
tain that he has shipped in accordance with the
contract, while the buyer, who had a descrip-
tion of a superior type of MAMBO, will think
otherwise. Because of the sellers’ lack of
knowledge of West African growths, a dif-
ference in descriptions resrdting in a contract
dispute can occur. Disputes of this nature can
be avoided.

Buyers want simply to receive the correct
cotton on time, as written in the contract,
based on what the buyer perceives as the con-
tracted quality, which he has drdy paid for.
The seller simply wants to get paid on time for
what the seller perceives as the correct cotton
to be shipped as per the contract. But it has
never been simple!

With many newcomers, both buyers and
sellers, emerging and joining the world cotton
trading system, the essence is to cultivate a
good understanding of what the buyer per-
ceives as the correct requirement and for what
the seller perceives as equivalent and has to
offer. Both buyer and seller must be frank and
truthfrd during negotiations, and ordy after
mutual trust has been earned and maintained
can a good business relationship with along-
term view materialize. In the trading of any
commodity there will flways be good-fellows
and bad-fellows, and cotton is no exception.
Through open and transparent communica-
tions resdting in good understandings we
may be able to convert some reluctant bad-fel-
lows into good-ones.

The ordy request as a buyer is for the seller to
thoroughly understand the rd needs of his
buyer, ship him consistently what has been
agreed upon and always on time. A shipper
will ultimately gain the buyers confidence,
and then I am quite convinced that the letter
of credit will be opened on time. However, if
the letter of credit is not forthcoming, any
concession agreed upon by the seller shotid
be fair to W and shordd not, I repeat shotid
not, create any disadvantage to the good-fel-
low who has upheld the principle of contract
compliance. Because if he finds out after-
wards that being “good” means paying a
higher price than his colleagues through this
concession, he will certairdy contemplate
joining the “bad-fellows” in the future. The
sanctity of the contract, which d of us are
trying to preserve, will definitely suffer.

Emerging newcomers, especially buyers,
shodd be encouraged to learn and thoroughly
understand both the difference in qrrtity of
various cotton growths and the intricacy of the
rrdes and regdations governing the world cot-
ton trade. This will enable buyers to be on par
and knowledgeable enough not to be unwit-
tingly taken advantage of.

The amual Cotton Orientation tour organized
by Cotton Council International of the USA
has helped buyers to understand more about
US cotton. In the mid-1980s, the CEC in
Pakistan invited five members from the Thai
Textile Manufacturing Association for a
similar orientation tour of Pakistan, which
resulted in an increase in cotton trade due to
buyers having a better understanding of dif-
ferent growths and how they are being classed
and marketed. Producers’ trade missions are
more than welcome to visit buyers, because
didogue of this nature will be universally
helpfd to initiate more trade.

As for the intricacy of the rtdes and regula-
tions, the LCA has been doing a good job of
holding seminars here in the UK as well as
abroad, twice in Bangkok and Jakarta. Im-
proved methods of teaching and more semi-
nars are needed, and I believe these ideas are
being contemplated by the LCA at this mo-
ment.

Finally, I wotid take this opportunity to ex-
press my sincere gratitude to ICAC for allow-
ing me to briefly express the buyer’s point of
view here today. After more than thirty years
in the cotton business, I can confirm that
good-fellows are the norm and that bad-fel-
lows are the exception. Even today, I still
enjoy the excitement of trading cotton among
good friends, many of whom are present here
today.

I again wodd like to reiterate that prevention
is far better than consrdting a doctor for a cure,
and contract compliance and fair trading rtdes
are a must to ensure the survival of the world
cotton trading system.

Role of the East India
Cotton Association in

International Fair
Trading Practices

C. H. Mirani
The East India Cotton

Association Ltd.
India

First of dl, I wish to convey my sincere thanks
to the authorities of the International Cotton
Advisory Committee for giving me this op-
portunity and great privilege of presenting
this paper to this august world body of dig-
nitaries and experts. I am exhilarated to note
that perhaps in the history of plenary meetings
of the ICAC, it is only now after a long time
that the subject of “the role of the pnnciprd
cotton trade associations in the support of fair
trading world-wide” has been included for
discussion. I hope that the inclusion of this
subject essentially emanates from the recog-
nition of the critical importance of the role
played by the cotton associations in particdar,
and the crucial importance of the economic
and technical functions consisting of buying,
ginning, pressing, transporting, storing and
marketing performed by the members of the
cotton trade in general. The role played by the
cotton trade associations was never a conten-
tious issue. A couple of decades ago due im-
portance used to be given to the private trade.
I recall that though member countries of
ICAC are represented on this body by senior
government officials, in 1963, when the 22nd
Plenary Meeting was held in India, the
Government of India chose the late Shn R. G.
Saraiya, the doyen of Indian cotton trade, as
the leader of the Indian delegation to that
Plenary Meeting. I am glad that by including
in the present session for discussion the role
played by the pnncipd cotton trade associa-
tions, the importance of the services rendered
by the associations in cotton marketing is
being recognized once again. I call upon the
authorities of ICAC to include an item
relevant to the cotton trade associations in
different cotton producing and consuming
countries in the agenda of plenary meetings
every year hereafter.

Now, before I take up the subject proper, I
wodd like to briefly refer to the Indian cotton
scenario.

India, the Homeland of Cotton

Cotton, in a way, is a gift of the Indian srrb-
continent to human civilization. It was in this
subcontinent that the growing of cotton and its
manufacture into yarn and cloth took root
about five millennia ago before spreading to
other continents. The exquisite handiwork of
the dexterous Indian craftsmen lured many a
traveller to India and inspired them to use



PROCEEDINGS OF THE 51 ST PLEN~YMEETING 45

INDIA’S COTTON PRODUCTION. CONSUMPTION,
IMPORT ANO EXPORT
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such eloquent expressions as “webs of woven
wind” to describe Indian textile products.
India was carrying on a flourishing export
trade in cotton as early as 2,500 years ago.
Even today, despite the keen competition
from technologically more advanced
countries, Indian cotton textiles have many a
port of call and arc highly valued for their
beauty and durability.

Major Crop

This historic affinity has endured through the
centuries. Presently, area-wise, India enjoys
the distinction of being the largest cotton
growing country in the world. One out of
every four hectares of cotton grown in the
world is in India; one out of every seven bales
produced in the world originates from India.
Cotton cultivation, its trade, processing,
manufacture, exports of raw cotton and cotton
textile goods, etc., provide the means of
livelihood to an estimated 65 miflion people
in India The gross vflue of the crop produced
in 1991/92 was around Rs. 70,000 million
(approximately US$2,350 million).

Research and Development

The country embarked on a very ambitious
research and development program from as
early as 1950/51. Initidy, the thmst was on
extension of area. Now, the emphasis has been
shifted to increasing the productivityy per hec-
tare.

All Stapla Produced

Indian cotton is unique in that not ordy all the
four cultivated species are grown but their
hybrids, both intraspeeies and interspecific,
are also crdtivated on an extensive scale. Cur-
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rently they occupy about 25% of the total
cotton area. In qudit y, Indian cotton varieties
cover a very wide spectrum, ranging from the
harsh non-spinnable Comilla cot20ns, the
short staple cottons of low counts of 6S to 8S,
to supetilne types with a spinning capacity of
12& counts. The qualitative improvement has
been no less spectacular.

The tremendous strides made in improving
cotton production, both quantitatively and
qualitatively have enabled India to emerge as
an exporter of long staple cotton since
1978/79 (some vital statistics of Indian cotton
and textfles are shown).

With this background of Indian cotton
economic history, I now propose to give, in

succinct, the histond background of the East
India Cotton Association Ltd.

Constitution of EICA

The EICA was established in 1922 and is the
oldest and the premier cotton association of
India. The Association was essentially estab-
lished to attend to the regulations of the
marketing aspects of cotton-both domestic
and international. The Association is a repro
sentative body of cotton buyers, sellers,
brokers, importers, exporters and various
other market functionaries in cotton. The role
of the Association has been to btittg about
orderliness and harmony among the cortflict-
ing interests of the cotton eeonomy. Eighteen
regional associations and ten cotton market-
ing societies are registered with the EICA and
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it has been recognized by the Government of
India on permanent basis for conducting for-
ward contracts in cotton. The Association has
a democratic set up and its day-to-day affairs
are managed by the Board of Directors
through various subcommittees. The Associa-
tion has adopted well defined by-laws which
provide rzdes for trading in ready and forward
contracts and also imports/exports under CIF,
C&F and FOB terms. I will dwell on rdl these
aspects a little later.

Sanctity of Contract

Coming to my proper subject, it is well recog-
nized that the sanctity of the contract is sine
quo non in domestic as well as international
trade. Sanctity of contracts both ethically and
legally means that the seller has to supply
goods to the buyer as per specifications,
within the stipzdated time limit, without any
admixture, etc., and the buyer has to take
delivery of the goods and pay for the same
within the specified period, as per the terms
of the contract. Indian traders, both in domes-
tic and international trading, have generdy
honored their commitments in the past. There
is a specific provision in the by-laws of our
Association that any wilful or intentional non-
fzdfillment of contract or fraudulent or
flagrant breach of contract shall be deemed to
be a misconduct. For such misconduct, a
member is liable to expulsion, suspension
and/or payment of a fine. Thus, my Associa-
tion has taken abundant precaution to prevent
any breach of contract and has taken deterrent
penal action against members who have com-
mitted breach of contract in the past.

BHnd Survey

In view of the intricate nature of international
trade and the complex nature of cotton with
numerous varieties having different class and
staple length, sometimes there are bound to be
some differences or disputes amongst the
buyers and sellers regarding quality of co~on

or other matters such as non-payment of dues
in time, etc. We have detailed by-laws which
provide for effective machinery for speedy
and amicable settlement of such disputes. In
regard to disputes about qualit y, the Associa-
tion follows a blind survey system, i.e. names
of buyers or sellers or appellants are not made
known to the surveyors. Since 1948, the As-
sociation has engaged a panel of expert
whole-time-paid sworn surveyors to carry out
qutity arbitrations in order to ensure impar-
tiality in survey reszdts. In mse of a difference
between two surveyors appointed by the
buyer and the seller, the matter is referred to
the umpire. There is also provision for appezd
against the award of surveyors or umpires to
a panel of three professional surveyors who
have not acted as surveyors in the same dis-
pute. There is dso provision fora super appeal
committee which is headed by a chairman and
six other members of the Association. It has
rdso been provided that sworn surveyors shall
not have any direct or indirect interest in any
cotton transaction. The survey machinery of
the EICA has earned an enviable reputation.
The public sector and other state level market-
ing federations also refer their disputes to the
EICA’s arbitration machinery. This speaks
volumes regarding the impartialityy, integnt y
and expertise of the EICA’s survey and ar-
bitration machineries.

Resolving Otier Disputes

The by-laws of the Association provide a
detailed procedure for resolving disputes
other than quality in respect to cotton transac-
tions made subject to EICA. The by-laws pro-
vide references to arbitration whether the par-
ties to the contract are members or not. There
is also a provision for preferring an appeal
against the arbitrators’ award and the awards
are binding on the parties. The law courts have
genertiy upheld the awards given by the As-
sociation.

Standards

The Association prepares and maintains grade
and staple standards for all commercial cotton
in India. The standards are absolute but copies
are made every year without any change.

Grade Standards

For grade, classification is based on ap
pearance and is accomplished chiefly through
the sense of sight by integration of three fac-
tors such as color, leaf and preparation. Under
the by-laws of the Association, two sets of
grade standards are required to be prepared,
namely (1) the working standard for use from
time to time by sworn surveyors and (2) ref-
erence standards to be prepared careftiy. The
reference standards are not allowed to be
touched by anyone. At present, standards are
prepared for as many as eighteen cotton
varieties. For each of these varieties, the min-
imum number of grades for which standards
are prepared is six, namely(1) extra supefilne;
(2) superfine; (3) fine; (4) fully good; (5) good
to fully good, arzd (6) good.

Staple Standards

Further, for each of these grades, separate
standards are prepared for various staple
lengths ranging from 17 mm to 40 mm based
on 2.S% span length. Even though the As-
sociation is now well equipped with an up-to-
date cotton testing and research laboratory, all
the standards are prepared by “visual”
method, which is still in use in cotton testing
as more trustworthy than the “machine test”
method. The cotton standards maintained by
our Association have served the needs of the
cotton interest for the last 65 years. The As-
sociation sends its grade standard boxes for
some of the major varieties to the premier
cotton associations in different countries. The
Association also maintains universal cotton
standards for American cotton.

Publications

The successfzd functioning of a commodity
association essentirdly depends upon quick
and accurate collection and dissemination of
market intelligence. The East India Cotton
Association has prepared a yeoman’s service
for all those who are involved with cotton by
gathering rdl the relevant data on supply,
demand and price of cotton on a regular basis.
These data are released by the Association
through two publications, namely, Cotton
Statistics and News, weekly, and Indian Cot-
ton Annual, yearly.

The daily spot rates fixed and registered by
the Association for standard descriptions with
basic grade and staple length, as per the
provision of the by-laws of the Association,
are of valuable use to buyers and sellers for
invoicing back and closing the contracts.
These rates are disseminated inside and out-
side the country
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Role of the Association in Promoting Fair
Trade World-Wide

EICA has played a crucial role in promoting
fair trade practices in internationrd trade. Its
arbitration and survey procedures have
received world-wide acclaim. The Associa-
tion has detailed by-laws for ensuring perfor-
mance of the contract as per the terms of the
trade and comprehensive provisions for penal
action against persons committing breach of a
contract. These provisions have been judi-
ciously invoked whenever the situation
demanded it.

Futire Rde of Gtton Trade Amociationa

There is now a general consensus that the 90s
will be a decade of globalization and integra-
tion of various economies. There is a general
agreement that the phasing out of all the ex-
isting restrictions on the import and export
trade of various countries shotid occur over a
transitional period of about ten years. In such
a situation, cotton associations will have to
play a major role in ensuring that world cotton
trade takes place in a smooth and orderly
manner.

In my opinion, with new developments taking
place in the world and rdso the more positive
role of the private trade, there is a need for the
creation of a center for international private
trade within the International Cotton Ad-
visory Committee. This center should be
entrusted with the responsibilities of interact-
ing with the premier national cotton trade
associations of the world so as to ensure equi-
ty, fair play and justice in international trade.

The Role of the Committee
for International

Cooperation Between
Cotton Associations

(CICCA) and its Members

Fritz Grobien
CICCA

The cotton trading conditions that existed in
the early 1970s led several international
market leaders to review the situation and
agree that:

● Forward contracting, which accounted
for about 90% of cotton sales, was the
cornerstone of internationrd trading
practice, and that the process shodd be
maintained and strengthened.

● Forward contracting was dependent
upon the recognition of the sanctity and
proper performance of contracts.

●

●

●

●

The

Forward contracting was dependent on
the availabilityy of an efficient and impar-
tial arbitration service.

Arbitration servims are themselves de-
pendent on the enforccabilit y of awards.

Those associations who espoused such
convictions should impose discipline
over their own members and seek to have
others do likewise.

Unilateral action by governments to
frustrate and undermine fair trading
shordd be resisted.

views expressed then appear no less
relevant today.

The people who expressed those opinions
brought about a number of further meetings in
the mid-seventies in the United States and in
Europe that, in 1976, created CICCA-the
Committee for the International Co-operation
Between Cotton Associations.

The founder members were the national cot-
ton associations of France, the USA, Ger-
many, Japan and the United Kingdom. soon
the nation associations of Spain, Belgium,
Brazil, Holland and Italy joined as observers,
with Poland rdso showing immediate interest.
AU, later, became ftil members of CICCA.

Through the late 1970s and into the 80s
CICCA acted as a focus for the concerns of rdl
those associations. CICCA also established
and maintained contact with ICAC, HC,
ITMF and UNCTAD, and debated with those
bodies issues as they arose .

CICCA is not, and never has been, a universal
cotton association. It is a grouping of inde-
pendent associations of like mind who stfil
believe that fair trading is in everyone’s inter-
ests and who are also willing to ensure that
their members conform to fair practices.

Each member msociation maintains contact
with others, either directly or through the
CICCA secretariat in Liverpool. Repre-
sentatives of members of CICCA meet an-
nually as a rule. CICCA has minimal expenses
and charges its members ordy a nominal an-
nual subscription.

Apart from acting as a forum for debate,
which allows collective pressure to be applied
when appropriate, CICCA produces and cir-
culates each year a list of firms belonging to
each of its member associations. This year the
list comprised nearly 1,200 firms in 72
countries. Given the commitment of CICCA
members to the sanctity of contracts and the
adherena of their members to such prin-
ciples, inclusion on the list is, therefore, a sign
of integrity and similar commitment so far as
individual firms are concerned.

CICCA today comprises the following mem-
krs:

The national cotton associations of

● Belgium
● Brazil
● United Kingdom
● France
● Germany
● Egypt
● Itiy
● USA
● Japan
● Poland
● Spain

There is no baron others joining, in fact we
are indeed currently discussing membership
of CICCA with the East India Cotton Associa-
tion.

CICCA is keen to conserve several founding
principles.

● Each member shodd be, or have associa-
tion with, a specific recognized cotton
arbitral authority.

. The regdations of that association must
not include provision for the arbitrary
anntient of its decisions by any other
authont y.

● That each member shall support the ex-
isting methods of international mtton
marketing.

Each member does, of course, have its own
trading roles on which individurd contracts
are based.

Associations also provide training schemes,
information, statistical data and learning
materirds.

Generally, CICCA member associations are
not overly- concerned with the day-to-day
cotton trading scene; they are not trade pres-
sure groups or marketing organizations. How-
ever, where associations play their most im-
pottant role is when a dispute arises between
buyer and seller, either in respect to qualit y or
technical compliance.

In such circumstances, like the referee in a
footbrdl game, each CICCA member is ready
and able to play an arbitrd role, in strict
accordance with its national laws on arbitra-
tion, when asked. most have a two tier system
of arbitration; that is a primary decision that
will become final and binding if not appedd
complemented by appeal to a broader panel.
Further ap~s are possible to the wider legal
system but otdy on specific grounds. How-
ever, procedures vary depending on national
preferences and due processes.
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Awards made under national jurisdiction are
enforceable in other countries where both
countries are signatones to the 1958 New
York Convention or the Geneva Protocol or
Convention of 1923 or 1927.

CICCA’s involvement in the process of ar-
bitration ordy extends to a facflit y that allows
reports of default, that is a failure properly to
comply with valid arbitration or appeal
awards, by or against a member’s firm, to be
reported to other CICCA member association.
Facts regarding defardts, in so far as is legally
permissible, are transmitted directly between
members.

CICCA would askICAC delegates to consider
a few major points:

●

●

●

●

That good commercial order and dis-
cipline when trading in cotton are in the
interests of both producers and con-
sumers, and that such order is ordy pos-
sible when the sanctity of contracts is
upheld.

Trading terms can be complex. Simple
contracts based on a proven set of rules,
as issued by any of the CICCA member
associations, provide a sound basis on
which any buyer or seller can trade with
confidence. The reverse is that buyers
and sellers shordd not trade on terms that
they do not understand, and sometimes
have never even read. It does happen.

If firms sign contracts that will, if a dis-
pute arises, involve the arbitral process
of a particrdar association, under laws of
the respective nation, then they are legal-
ly bound by such conditions. Running
off to an alternate court when dispute
arises and claiming its protection is
simply a means of frustrating the other
party and such conduct is to be depre-
cated. CICCA member associations are
capable of determining when they have
jurisdiction and a right to make an award
and will proceed to do so despite any
obstacles placed in their path.

Finally, awards are, to an extent, mean-
ingful ordy when enforcement is pos-
sible. To that end CICCA wotid urge
ICAC member countries who have not
done so to accede to the New York Con-
vention and recognize foreign arbitral
awards. As I have attempted to explain
such awards are an essential tool in the
process of maintaining the practice of
fair trading worldwide.

The World Cotton
Exporters Association

Neal P. Gillen
American Cotton Exporters

Association
USA

Orgatiation

In the fall of 1991 it became apparent that
forward contracts for the sale of cotton in the
various export markets were jeopardized due
to a decline in the world market price. Though
the problem was isolated to a limited number
of mills in four Pacific Rim countries, past
experience convinced the world cotton trade
to take the necessary and appropriate steps to
minimize the problem and to avoid contract
renegotiation and defatits.

On December 18, 1991, in Memphis, Ten-
nessee, following a meeting of the American
Cotton Exporters Association (ACEA), repre-
sentatives of ninet=n intemationrd cotton
merchant firms met and reviewed a resolu-
tion adopted by the American Cotton Ship-
pers Association (ACSA) authorizing that
ACSA’s staff and resources be utilized to take
appropriate and permissible action to preserve
the financial vitality and integrity of US sup-
pliers of raw cotton, reinforce the principle of
sanctity of contracts in international trade,
and prevent contract renegotiation and
defaults. It was unanimously agreed to form
an international organization, the World Cot-
ton Exporters Association (WCEA), pursuant
to the following resolution:

“Resolved: That an international organization
be established to catalog the sale of non-US
growths and such catalog be distributed to
members indicating quantities by month,
count~ and buyer, including contracts out-
standing and unfdfiiled, and to establish and
distribute to members and international cotton
organizations a list of parties defardting on
contract performance.”

purpose

The By-Laws and the Procedures for the
Maintenance of a Defadt List declare that

“... to promote, improve and further the export
of raw mtton and cotton products in intema-
tiottal trade, to encourage compliance with
contractual obligations and adherence to ar-
bitration awards, to protect the financial inter-
est and economic well-being of the exporters

of non-US growths of cotton, and to preserve
the principle of the sanctity of contracts, the
World Cotton Exporters Association will
maintain a current list of those parties
engaged in the purchase and/or sde of cotton
who have been reported by an exporter as
being in defadt on an outstanding export con-
tract and, where indicated, also have failed to
honor a technical arbitration award issued by
a recognized atbitral body.”

Structure

Lawrence F. Preston of ContiCotton, a uni-
quely qualified and experienced international
cotton merchant, then serving as president of
ACSA and who formerly had served as presi-
dent of the LCA and a chairman of CICCA,
was elected president, by-laws were ap-
proved, and procedures were adopted for the
maintenance of a default list and for the
catioging of contracts. In January, the first
WCEA Catiog was published and dis-
tributed, and in April the first WCEA Default
List was distributed. In May, at its First An-
nual Meeting in Laguna Niguel, California,
five officers and eight directors were elected
from five countries.

Membership is open to any supplier of raw
cotton, including cotton merchants, coopera-
tives, individud producers, government agen-
cies, and recognized associations of cotton
merchants. The thirty-four merchant and
cooperative members of WCEA are based in
the US, Central and South America, Europe,
Asia and Australia, and they are engaged in
the trade of all growths produced and spun
throughout the world.

Procedure for Maintenance of a Defadt List

WCEA procedures are clear and unequivocal
that the mere listing of a party in default is not
to be construed as a prohibition against deal-
ing with that party. Each participant is in-
structed to “exercise his own business judge-
ment as to the use of the list, taking into
consideration all relevant factors such as
credit-worthiness and reliabilityy and the
sanctity of contracts in international trade.”

The procedures adouted bv WCEA for deter-
mining whether a b~yer o; seller is in defatit
are similar to those in use since 1975 by the
ACEA.

Under WCEA’S procedures, a patty shall be
deemed to be in defadt when:

(A) in the case of contracts calling for the
opening of a letter or letters of credit for the

‘“Fulfillmentof Contractstn SupplyCottoX‘ThefinancialvitalityandintewityofUSsupptierscorddbeadverselyimpactedshouldtheircootractsto supplyUSor foreigngrowths
bejeop~dizedbycontractdefaultsortherenegotiationofcontractstnSUPPIYUSorforeigncottontiforeign=chants ormills.Therefore,it isimpcmtivetbattheACSAtakeappropriats
arrdpefissible actionm safegumdthe contractualinterestofUSsupptier~thatACSAstaffbe authorizedtn collect,analyzeanddistributetherelevantcontractdati, thatACSA
cooperatewiththeAmericanCottinEqom AssociationandotherUSorforeignorgtion$ thatACSAworkcooperativdywithtbeUSandforeigngovernmentsandforeign
andinternationaltixtilemillassociation>thatconsultantsorcnunselberetainedwhenn~q, arrdthatrwnable _sments beleviedfortheservicesprovided~ ACSAmembers
foravsisstanceintheenforcementofcontractsto supplyforeigngro~.”
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benefit of the exporter, the purchaser has
ftied to open a letter of credit in accordance
with the terms of the contract or other agree-
ments on or prior to the last day of shipment
month; or refused to extend an L/C if re-
quested by the exporte~ or opened the MC
with insufficient time to load; or added other
clauses designed to make the L/C inoperable;

(B) in the case of contracts made on CAD,
COA, FOB, FAS, C&F and CIF terms, pay-
ment has not been received by the exporter in
the ordinary and usurd course of business;

(C) in the case of contracts calling for ship
ment to the exporter, the seller fails to make
shipment according to the terms of the con-
tract or other agreement on or prior to the last
day of the shipment month;

(D) in any case where the party has definitely
notified the exporter of his intention not to
honor the contract.

(E) Notwithstanding the above, if the patty
has agreed to submit the dispute to arbitration,
and to abide by the award, the exporter shall
not add such party to the Defatit List.

The Complaint Procedure requires that:

1. The exporter notif y WCEA of the fact of a
default. The Complaint shall identify the party
against whom the Complaint is made (provid-
ing mailing, fax and cable addresses), stating
the facts and reasons giving rise to the Com-
plaint, including a statement by the exporter
that the Complaint is wholly true and genuine
and that the exporter or his agent has on fide
evidence that a contract was concluded with
(Name of Party), and that such party has not
agreed to settle the dispute by arbitration.

2. WCEA will immediately contact the party
alleged to be in default and request informa-
tion witbin fifteen days contrary to that
provided by the exporter.

3. If no response is received within the fifteen-
day period, or if the response is patently in-
adequate, WCEA will add the name of that
party to the Default List.

4. If, within ninety days after the initial com-
plaint, the exporter has not advised the WCEA
that arbitration (or legal) proceedings have
been instituted, or has advised WCEA that the
arbitrd anthont y has declined to conduct a
technical arbitration, WCEA will send a fol-
low-up notice advising that it no longer has
sufficient information to consider that party in
default. However, in case the party in defadt
has declared bankruptcy, or is no longer in
business, the time limit to initiate arbitration
may be extended indefinitely by the Associa-
tion upon the request of the exporter.

5. The exporter will advise WCEA promptly
of the rendition of any arbitration award (or
legal decision) and satisfaction thereof.
WCEA will advise that the party is no longer
in defadt if the arbitration (or legal proceed-
ing) is in its favor or that it has satisfied an
arbitration award (or legal decision) entered
against it.

WCEA will dso include in its list of parties
in default any party whose name is reported to
it by any other recognized cotton association
or organization following the above proce-
dures for determining whether a buyer or
seller is in default. Mso included are the
names of those parties who are still in defardt
on mntracts from previous cotton marketing
years.

Periodic revisions of the Default List are is-
sued by the WCEA Office to interested par-
ties, and the current list contains the names of
sixteen mills in eleven countries.

The WCEA Catalog

Though last season’s potential crisis was
resolved favorably, WCEA’S members
decided to continue to publish, in addition to
the Defardt List, a monthly Catalog of Con-
tracts indicating the quantities to be shipped,
the shipment month, the muntry, and the
buyer, including contracts outstanding and
unfdfilled. The current catalog contains the
names of over 500 mflls in eighteen countries
who have purchased cotton for delive~ in
1992./93.

The purpose of the Catalog of Contracts is to
advise intemationrd suppliers of raw cotton of
the sales commitments of the mills listed
therein, and the status of outstanding con-
tracts. Suppliers utilizing the Catalog are cau-
tioned of the potential credit risks to them and
others shotid they enter into contracts with
mills to supply cotton for delivery periods
already committed. Suppliers are rdso advised
when considering offers from mills to review
the Catalog to determine whether the mill has
sales commitments for the period under con-
sideration and if so to check with WCEA and
the seller to determine the status of the con-
tract.

WCEA makes no claim to the accuracy of the
information contained in the catalog, there-
fore a general disclaimer is asserted by the
publishers, distributors and contributors, and
those utilizing the Catalog are cautioned that
the proper and appropriate use of the contents
contemplates that the buyers listed therein be
contacted, if questions should arise, to ascer-
tain whether the information published is a
reasonably accurate and contemporary state-
ment concerning the status of the sales con-
tract in question.

The fiture

As improved communications and transport
have minimized the physid limitations of
conducting business on a globrd scale the
world cotton trade is positioned to react quick-
ly to buying and selling trends and to any
crisis that may develop. Just as we are obliged
to quickly respond to the needs and desires of
our customer, so too, are we obliged to
preserve the integnt y of our marketing system
and the sanctity of our contracts.

The world trade in cotton brings together a
unique group of individuals and nations will-
ing to cooperate and assist one another to
futther the production, distribution, manufac-
ture and consumption of our remarkable fiber.
Our strength lies in our mmmitment to each
other and to cotton, and whether we are
producers, merchants or spinners, we will
continue to succeed and survive, provided that
we respect and adhere to the univemrd pM-
ciple of sanctity of contracts.

Statement of the
Republic of Korea

Currently, the Republic of Korea is facing
serious difficulties due to an inflow of low-
pnced cotton yarns and fabrics in large quan-
tities from Pakistan, China, India, Indonesia
and other countries.

Voluntary regdation on the patt of exporting
countries is urgently required.

It shotid be noted that a certain country is
employing a so-called cotton dual price sys-
tem. As a resdt, its spinners buy cotton at a
lower price than the international price, thus
lowering the cost of production of their yams
and fabrics.

We consider that this has a similar effect as a
government subsidy and may be regarded as
an unfair trade practice. We ask ICAC to
contact and make recommendations to this
country to provide ways to solve this problem.

Another point I wotid like to make to cotton
shippers is that many times we have ex-
Perien=d that delivery and quality did not
meet the requirements specified in the con-
tracts. In that case, even arbitration and sub-
sequent compensation do not help at all &
cause our production line requires a certain
type and quality of cotton at a designated
time-frame.

We request that cotton shippers observe @n-
tract conditions when they ship their cotton.

If cotton exporters and importers cooperated
closely and maintained sincent y in their busi-
ness, I believe nobody wodd lose.
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Fifth Plenary Session
Tuesday September 30, 1992,9:00 am
Mr. David Bumikell in the Chair

The CHAIRMAN noted that the Fifth Plenary
Session was to be devoted to statements by
member countries and observers. The
CHAIRMAN gave the floor to member
muntnes first and recognized the delegate of
POLAND who described the history of Polish
cotton industry development in the area of
bdz beginning with the 19th century and the
role of the Gdynia Cotton Association. He
noted that cotton use in Poland had reached
120-160 thousand tons, supplied mostly from
Central Asia. About 50% of textile exports
from Poland had destinations in the former
USSR, he said. The delegate commented that
market-oriented reforms have changed the
economic system in Poland and opened new
possibilities. While cotton use and textile ex-
ports have declined, he said the recession
seems to be over. He added that Poland is
looking forward to international cooperation
and foreign investments in the cotton industry
and sees good potentird for development,
noting that Poland’s membership in the ICAC
serves the development of international
cooperation in the cotton industry. Poland’s
statement is attached.

The CHAIRMAN recognized the delegate of
RUSSIA, who welcomed the accession of Uz-
bekistan to membership in the ICAC. The
delegate made a statement on the state of the
economy in Russia. He made the following
remarks: The drop in industrial production
has accelerated. It contracted at an average of
13-15% during January-June and 21.5% in
Jdy. Industrial production dropped 27% in
August 1992. The rate of inflation and credit
volumes began to rise in August again. The
budget deficit rose during May-August to gOO
billion rubles. In September, the government
began to tighten monetary policies and at-
tempts were made to cut expenditures. Ex-
ports and imports in 1992 declined. The
process of privatization is accelerating. More
than 18,000 small enterprises have been
pnvatized. The most important step is to begin
privatization of major state-owned
enterprises. His statement is attached.
Another statement was made on the state of
the textile industry in Russia and cotton
production in the CIS by Mr. Vladimir
Krouzhkov: The spinning industry in Russia
is not receiving sufficient supplies of cotton
from the newly-independent six producing
states in Centrrd Asia as traditionrd trade be-
tween the Republics has broken down, leading
to decline in cotton consumption and layoffs
in the textile industry. During the past five
years cotton areas in all producing Republics
decreased by 15% and in Uzbekistan by 18%.
In calendar 1991, cotton production stood at
2.49 million tons. Exports dropped to 395,000

tons from 490,000 tons in 1990, due to a 20%
reduction in exports to Eastern Europe. In
1992, cotton area decreased by 159,000 hec-
tares. Due to poor weather conditions, 50% of
areas in Uzbekistan and Turkmenistan have
been replanted, and the crop is delayed by 20
days. In 1992/93 totrd production is estimated
at 2.3 million tons and extra-fine cotton
production is expected to decline by 30-40%
from 199 1/92. Mr. Krouzhkov’s statement is
attached.

The CHAIRMAN recognized the delegate of
PAKISTAN, who described the evolution of
cotton production and yield improvement in
Pakistan. Achievements in cotton breeding,
use of fertilizers, ginning and farmers’ sup
port, he said, resdted in yield and qurdity
improvements in Pakistan over the past 45
years. In 1991/92 yields reached 646
kilograms per hectare, he added. The delegate
said Pakistan is taking steps to improve
quality of the fiber and to solve problems of
contamination to become one of the largest
exporters of cotton yam of excellent qutity.
The Government of Pakistan is increasing
spending on research in agriculture, he said,
but consuming countries shordd pay their
share in efforts to improve quality of the fiber.
The W1 report of Pakistanis a statement of
the Meeting.

The CHAIRMAN recogni~d the delegate of
TANZANIA. The delegate noted the impor-
tance of cotton for the economy of Tanr.ania.
He said cotton produces 10-15% of the ear-
ningsof the country and provides employment
to 15% of the population. The government
supports research programs and cotton
production, he added, and the policy of the
government is that farmers shodd receive be-
tween 60% and 70% of the selling prices of
lint. The delegate said Tanzania produced a
record of 500,000 bales in 1991/92 and is
expected to produce 100,000 bales fewer in
1992/93 due to unfavorable weather condi-
tions. Lower market prices could affect cotton
production in Tanzania. The delegate noted
the importance of finding solutions to over-
production and low prices, taking into account
the importance of this problem to small
producers like Tanzania. The Tanzania Cotton
Marketing Board, he said, is taking dl
measures to eliminate the problem of con-
tamination. The delegate expressed ftil sup-
port for the efforts of the International In-
stitute for Cotton (HC) and urged members of
ICAC to join with him in supporting the or-
ganization. The frdl report of Tan=nia is a
statement of the Meeting.

The CHAIRMAN recognized the delegate of
COLOMBIA who informed delegates that all
subsidies in the cotton industry of Colombia
had bn eliminated. He said production and

imports have declined and imports of cotton
have increased as liberalization of the
economy caused recession and loss of jobs.
The delegate noted that Colombia’s efforts to
open the economy have not been met by other
countries, which still subsidize the cotton sec-
tor and have trade barriers. Colombia, he said,
supports the positions of Australia and Argen-
tina with regard to subsidies and trade bar-
riers. The delegate cded for support for the
project for cotton development in the tropics.
His statement is attached.

The CHAIRMAN recognized the delegate of
INDIA, who pointed to the importance of the
contamination problem and informed
delegates about measures taken by the
Government of India to solve the problem in
the ginning and pressing industry, where mod-
ernization of these industries is controlled by
the Cotton Corporation of India He said re-
search institutes are undertaking training and
education programs to meet the problem of
contamination. The delegate noted the impor-
tance of buyer financial support of producer
efforts, especially taking into account low in-
ternational cotton prices. The delegate said
that India has no dual pricing system or sub-
sidies on exports of cotton, yarn or fabric.
Since last year, he said, Indian economic
policies have been considerably libertized.
The delegate thanked the ICAC for accepting
India’s invitation to hold the 1993 Plenary
Meeting in India. The full report of India is a
statement of the Meeting.

The CHAIRMAN recognized the delegate of
TURKEY, who described the importance of
the cotton industry for the Turkish economy.
The contribution of the export-oriented cotton
sector in the economy accounts for 10.4 bil-
lion dollars. He said Turkey has been im-
plementing an outward-oriented economic
policy since the early 1980s. In 1992/93
production in Turkey is estimated at 605,000
tons. The GAP project, he added, could bring
an additiond 1.7 million hectares under ir-
rigation and double cotton production in
Turkey. The delegate joined other delegates in
support for the elimination of d subsidies and
trade barriers to let market forces function. In
regard to the proposed changes in the
Secretariat equations in the price fo~casting
model, the delegate said that these equations
shotid not be drastically changed urdess it
was proven that stmctud changes had oc-
curred. The model could still be used with
certain refinements, he said. His statement is
attached.

The CHAIRMAN recognized the delegate of
the USA, who noted that cotton production in
the United States is expected to equal total
offtake leaving ending stocks unchanged at
the rather low level of .83 million tons; there-
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fore the USA will not contribute toward in-

creased global stocks. The delegate addressed
two preeminent issues: In regard to the first
one, which he identified as a concern about
low cotton prices and related concerns about
government policies, he mentioned the col-
lapse of effective demand in the traditional
markets for the former Soviet producing
Republics and a forced doubling of their share
of world exports in a single year. He also
pointed to substantial distortion brought about
by production incentives in China (Main-
land). The delegate identified the second issue
as the need felt by many countries to find
mechanisms that wotid enable solutions to a
wide variety of problems being encountered
in production, processing and marketing of
cotton. This concern is revealed in hopeful
initiatives to tap into the Common Fund. The
delegate noted that the US withdrawal from
the IIC was made necessary by clear evidence
that there was not financial support for it
within the world cotton community. The
delegate expressed his belief that the US cot-
ton industry is leading by example, with its
expanded program of research and promotion,
while the US is going to be the most open
market in the world for textiles. The delegate
further suggested that mutual efforts and
sacrifice wodd be needed to meet challenges
of the future, including the cotton importing
countries, given the obvious tendency for
trade in raw cotton to be replaced by trade in
textiles. The delegate stated that globrd
markets are not zero-sum games; each country
will do better if all countries do better. The
fti report of the United States is a statement
of the Meeting.

The delegate of SENEGAL expressed his high
appreciation for Senegal’s membership in the
ICAC. He described the development of cot-
ton production in Senegal since 1963: Produc-
tion reached 50,000 tons in 1991/92, out of
which 2090 was used for domestic consump-
tion and the rest exported. The delegate in-
formed delegates about extension programs
supporting farmers and other efforts to im-
prove qrralit y of the fiber, ginning resdts and
the effectiveness of production. The fdl
report of Senegrd is a statement of the Meet-
ing.

The CHAIRMAN recognized the delegate of
UZBEKISTAN. The statement of the delegate
from Uzbekistan is attached. The delegate
described the geographicrd position of Uz-
bekistan and pointed to the long term monopo-
ly of cotton in Uzbekistan’s agrictiture. The
delegate pointed to the policy of the gover-
nment to support research, improvements in
yields and effectiveness in production.
Production in Uzbekistan, he said, codd sta-
bilize in the future at 7.5 million tons of seed
cotton and exports at 600,000 tons of lint and
cotton consumption, which currently is about
220-230 thousand tons, will be rising. He said
Uzbekistan will become an active participant

in international economic cooperation in the
world cotton economy.

The delegate of SUDAN noted that Sudan has
taken crdculated steps to Iiberalti prices in
agncdture and to guarantee fdl liberty to
private investments, reforms which were ap-
proved by the IMF and the World Bank. He
said his government is providing technid
support to farmers and tries to encourage itt-
vestments in cotton production of all vatieties
in Sudan. The Ml report of the Sudan is a
statement of the Meeting.

The delegate of JAPAN noted that the
Japanese textile industry is facing difficdties
due to a recession in the economy and in-
creases in textile imports. In 1992, he said,
cotton consumption in Japan is expected to
decline 7% to 590,000 tons and cotton imports
by 11% to 570,000 tons. The share of high
qutity cotton cotid increase, he said. The
delegate stressed the importance of quality
characteristics of the fiber and the contamina-
tion problem. The fti report of Japan is a
statement of the Meeting.

The CHAIRMAN recognimd the delegate of
UGANDA, who pointed to liberalization 6of
the economy in Uganda. She said her gover-
nmentis not fixing prices for cotton, trying to
encourage production. The delegate ex-
pressed con=m that large producers still have
trade barriers and urged that they be removed.
She addressed the problem of contamination,
saying cotton in Uganda is hand-picked and
qurdity in~ntives are used to improve it. The
delegate called for collective efforts and shar-
ing of the cost of quality improvements by dl
countries. She urged the ICAC members to
support the IIC. The statement of Uganda is
attached.

The delegate of ZIMBABWE pointed to the
importance of the price issue for producing
countries and described cotton production
development in Zimbabwe since 1980. He
also noted the role played by the Cotton
Marketing Board in supporting farmers
producing cotton. The delegate expressed dis-
appointment with cotton prices and trade bM-
riers and urged delegates and the Secretariat
to address this issue and to make proposrds on
how to find the solution to the problem. The
delegate expressed support for the IIC. The
fti report of Zimbabwe is a statement of the
Meeting.

The delegate of SPAIN expressed his ap-
preciation for the organization of the meeting.
The delegate welcomed delegates from
countries attending the meeting for the first
time. The fdl statistical report of Spain is a
statement of the Meeting.

The CHAIRMAN recognized the delegate of
SOUTH AFRICA, who informed delegates
about the 1992/93 price negotiations between
producers and the government in South

Africa. The delegate addressed the subsidies
provided by large producing countries in the
Northern Hemisphere. These subsidies made
it necessary to introduce import duties for
imported cotton in South Africa to protect
domestic producers from subsidized competi-
tion. The delegate expressed support for the
position of other delegates that all snbsidies
and trade barriers shodd be eliminated. The
full report of South Africa is a statement of
the M=ting.

The CHAIRMAN gave the floor to non-mem-
ber countries and international organizations.
The CHAIRMAN recognimd the repre-
sentative of Bangladesh, who described the
historical evolution of cotton production in
Bangladesh. The observer said Bangladesh
cumently imports about 400,000 bales and
produ~s only 65,000 Mes. The repre-
sentative suggested that the ICAC shodd be
more involved in technology exchanges to
facilitate reduction in the cost of production.
He suggested also that member countries
shotid pay special contributions to the ICAC
to be used for market regdation and develop
ment. The representative addressed the con-
tamination issue and its environmental im-
pact.

The CHAIRMAN noted that six observer or-
ganizations had statements to make and there
were only five minutes in which to make
them. He said observers wodd be given an
opportunisty to make their statements before
the close of the meeting on Friday.

The CHAIRMAN then recognized the repre-
sentative of the International Textile
Manufacturers Federation (IT~, who was
not able to be present on Friday. The repre-
sentative referred to the ITMF documentation
distributed to delegates and urged delegates to
participate in the technical seminar, where a
representative of the ITMF wodd present the
quality needs of the modem spinning in-
dustry.

The CHAIRMAN closed the Fifth Plenary
Session at 1200 noon.

ATTACHMENTS

Statement of Poland

I feel very honored to bring to this 51st Meet-
ing of the International Cotton Advisory
Committee the greetings of my Government,
of my delegation and my own. We hope that
the discussions will be frrritfrd and will
achieve their purpose. At the same time, I
wish to thank the Government of Her Majesty
for its invitation and its hospitalityy, and for the
arrangements made for this important meet-
ing.

Poland became a ftil member of the Commit-
tee last May. Before, we attended the meet-
ings as observers.
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Our delegation includes representatives of the
Minister for Foreign Economic Cooperation,
from the Cotton Office and from Textilimpex,
the largest cotton importer of the country.

The Polish Cotton Office was established in
1938; in spite of the tumdtuous history of our
country, the Office managed to continue its
activities and to maintain contacts with the
whole cotton world.

The Polish cotton industry started during the
first hdf of the 19th century, in Lodz, the
second largest city in Poland. It enjoyed a
rapid development in the inter-war period. In
order to cover its requirements, a major port
was built on the Baltic Sea, in Gdynia. It was
the only port in this part of Europe which was

eq~pped to h~dle the increming t~e in
cotton. Shortly afterwards, the establishment
of the Cotton Arbitration Office brought to
completion the infrastructure of the cotton
trade. This Office, which quickly established
its authority and acquired an international
reputation, was organized thanks to the
friendly help and cooperation it received from
the Liverpool Cotton Association and from
the French Cotton Association in The Havre.

The geographical location of Poland, its cot-
ton industry, its port and its long-standing
specialized organizations give us the pos-
sibility to play a special role or, at least, anon
negligible one, in the world cotton trade. Our
production potential enabled uswhen the
economic situation was goodto supply
120,000 to 160,000 tons of cotton per year to
our domestic industry. The textile industry
was the second largest of the country, after the
heavy industry.

The cotton industry received most of its sup-
plies from Central Asia. Sometimes, three
quarters of our imports came from that region.
On the export front, half of our exports were
sent to the markets of the former Soviet
Union. At that time, it was virtually impos-
sible to re-onent our importations because of
the old economic system was based on a non
convertible currency. The economic changes
which took place in Poland these last few
years and shifted the economy from a State-
controlled to a market-oriented system have
opened new prospects and promising avenues
for the development of the Polish textile in-
dustry.

We are barely coming out of a recession. Of
course, privatization and restructunzation re-
quire sacrifices, as shown by the statistics.
Our imports have decreased by hdf in a few
years. Our exports, hrdf of which were sent to
the East, have decreased even more.

However, the above-described situation is not
one of permanent crisis, with no prospect of a
solution.

The opening up of the Polish economy to
international cooperation, the new convert-
ibilityy of the Polish currency and the opening
up to foreign investments give us reasons to
hope for a quick recovery of the Polish
economy.

We are therefore particularly interested in
developing the international economic
cooperation and in strengthening the links be-
tween the Polish operators and those of the
rest of the world. Thus, our participation to
this meeting.

During the last two years, we have been ac-
tively increasing our contacts with US
partners. We deeply appreciate the contacts,
which were made for us by the US Embassy
in Warsaw, with the American Cotton Ship-
pers Association, Cotton Intemationd and the
Nationrd Cotton Council.

May I take this opportunisty to state that we are
ready and interested in widening and deepen-
ing our cooperation with all countries repre-
sented here today.

I should like dso to express our deep satisfac-
tion that Poland has become a full member of
ICAC.

I am convinced that our presence in the cotton
world will help us regain our former position
as buyer of raw cotton and producer of tex-
tiles, while maintaining and developing
friendly contacts with many partners.

Statement of Russia
Econmnic Sitition

The decline of industrial production in Russia
in the second half of this year has accelerated.
While from January to June the average cut-
back of production was 13-15% compared to
the same period of the previous year, in Jdy
the reduction was 21.570, and in August it
reached 27~o. According to preliminary es-
timates, the total decrease of production by
the end of this year may average about 20%.

Prices have become the most important factor
of economic relations that affects the
dynamics of production. In the middle of the
year, a stable trend toward their stabilization
was observed. While in June, after the rise in
energy prices in May, wholesale prices during
the period of one month increased by 35%, in
Jtiy they were 17% higher, and in August
only ls~o higher. It can be expected that due
to the forthcoming rise in energy prices, the
total price increase wotid be relatively
moderate.

Considerably less stringent monetary policy
which was observed in May and continued to
the end of August disrupted the Jdy-August
trend toward the stabilization of the ~rowth
rate of retail prices at the level of ~-290 a
week, led to a sha~ increase in the exchange

value of the dollar relative to the mble by the
end of August, and to an accelerated growth
rate of retail prices beginning the last week of
August. This is proof of the fact that the pos-
sibilities of financial maneuverabilityy, a less
stringent monet~ policy, an increased credit
volume have been significantly exhausted. In
this respect, a considerably more stringent
credit policy will have to be applied in order
to prevent the collapse of the monetary sys-
tem.

Until the end of August, the growth rate of
prices in industry and consumer markets was
dampening. However, in the conditions of
providing enterprises with considerable credit
resources and fast growing incomes of the
poptiation, the growth rate of prices increased
in the recent weeks which is proof of the
necessary strengthening of the anti-inflation
policy.

In the first hdf of 1992, the state budget
deficit was 101.3 billion rubles or 7.5% of the
Gross National Product. There was no budget
deficit during the first four months, whereas
in April a sharp increase of the deficit began,
and it was partictiarly high in May. In July
and August, the development of the budget
situation was simply dangerous. During a
period of eight months, the volume of the
deficit was 800 billion rubles. Compared to
the first quarter, there was a sharp increase of
national economic expenses, expenses on sm
cial programs, on defense, and on the main-
tenance of law enforcement agencies.

At the present time, we have approached the
limit of possible budget deficit financing.
This very seriously affects the prospects of
our monetary policy. Since September, the
government has taken appropriate measures
aimed at the sharp tightening of the fiscal
policy in order to drasticrdly cut back the
expenses on national economic financing, to
bring again to reasonable limits the expenses
on defense and on the maintenance of gover-
nmentagencies.

The volumes of imports and exports con-
tinued to fall this year. Before Jtdy 1, effective
commercial activities were significantly
restrained by the inertia of concluded con-
tracts whose revision was extremely difficdt
from the legal and financial points of view. In
this respect, the government had to send large
financial resour~s for the support of not very
efficient imports during the first half of the
year.

At present, a sharp intensification of the
privatization prowss has begun. By the begin-
ning of September, about 18,000 stores, ser-
vice and public catering enterprises have been
pnvatized. The revenues from privatization
exceeded 10 billion rubles. The development
of privatization processes in major state-
owned industries has become the most impor-
tant part of our work.
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Co~n and Textie Industry Situation

In recent years, great changes both in political
and economic spheres have taken place in the
territory of the former Soviet Union. A num-
ber of independent states have been estab-
lished in this area, including all six former
cotton producing Republics. As a resdt of the
dissolution of the USSR, radical changes have
also taken place in the centralized system of
distribution of industrial raw materials among
various sectors of the industry, including cot-
ton ginning plants.

With the breakdown of traditional ties in the
former economic system of the ex-USSR,
many industries have found themselves in a
very difficdt situation. Cotton ginning in-
dustries have been the most affected in all the
textile industry. Due to the disruption in the
supply of cotton fiber from the former
Republics of Central Asia, many Russian tex-
tile mills found themselves on the verge of
halt this year and had to dismiss a number of
workers and employees.

Considerable changes have also taken place in
cotton producing states of the former Soviet
Republics of Central Asia.

Due to the implementation of programs aimed
at increased production of foodstuffs in these
states and because of strict environmental
regdations, cotton planting areas during the
last five years have been reduced by over
15%, and the largest reduction of about 18%
has taken place in Uzbekistan.

In the 1991 crdendar year, cotton production
was 2,486,~ tons or 11.4 million bales.

Exports of lint cotton were about 395,000 tons
against 490,000 tons in 1990. Nearly 2090
reduction of exports has occurred mairdy as a
result of decreased shipments to the East
European countries.

In the territory of the ex-USSR, cotton plant-
ing areas in 1992, including long staple
grades, have been reduced by 159,000 hec-
tares, and a specially significant reduction
took place in the areas of long staple cotton
grades.

Unfavorable weather conditions this year,
particularly during the cotton planting period,
have resulted in considerable replanting of
cotton in most cotton growing regions. Thus,
for example, in the major cotton growing
states, namely Uzbekistan and Turkmenia,
replanting amounted to nearly 50% of all the
area. As a resdt of the above mentioned, the
delay in cotton plants growing was 20 days or
more.

It is estimated by specialists that the totrd
cotton production in all Republics of the
former Soviet Union in 199~3 is expected to
reach 2.3 million tons or 10.5 million bales,

and that of long staple cotton grades is
predicted to be 30 to 407. lower than last year.

Considerable changes have taken place in
foreign trade. Cotton growing states which
were formerly part of the USSR, at present
make independent decisions on the issues of
cotton exports.

In conclusion, on behalf of the Russian
delegation, I would like to point out the high
professional level of the work carried out by
the Secretariat of the ICAC in publishing very
efficient statistic and economic activities in
the field of world cotton production and con-
sumption.

Statement of Colombia

During the last few years, Colombia has un-
dertaken an appropriate process of institution-
al adjustment. Many of these reforms have
been directed at modernizing the Colombian
economy so that it may participate in interna-
tional markets. This process of change has
been called economic openness.

As far as international trade is concerned, that
openness has basically seeked to eliminate all
distortions and obstacles that might affect the
free trade of goods and services.

Cotton is not an exception. Already sometime
ago, barriers that prevented free trade of this
product were totrdly removed.

These measures supplement the total elimina-
tion, earned out a few years ago, of subsidies
and in~ntives to cotton production and ex-
ports.

Unfortunately, actions in the international
cotton sector, where evident distortions of
free trade have contributed substantially to
depress the market significantly, compare
negatively with the efforts undertaken by
Colombia.

The Colombian cotton sector has been
seriously affected by this situation. As an ex-
ample, production will decrease from 130,000
tons in 1991/92 to 70,000 in 1992/93.

Total employment generated by the sector
will dso decrease, from 220,000 jobs in
199 1/92 to 120.000 in the 1992/93 cotton
year.

It is paradoxical that Colombia, for the first
time in almost 40 years, will become a net
importer of cotton; imports will probably
come from countries that provide large
amounts of subsidies to their producers and
exporters.

Given the aforementioned circumstances, the
Colombian delegation wodd like to state that
it shares and supports the position put forth by
the distinguished delegations of Argentina
and Australia, i.e., that the prompt removal of

distortions and barriers that affect the intema-
tionrd cotton market wotid have a beneficial
impact on the international cotton sector.

Finally, the Colombian delegation would like
to draw the attention of the distinguished
delegations present at this meeting to the im-
portance, both for tropical and consuming
countries, of the research project that our
country put to the consideration of this Com-
mittee.

The members of the Colombian delegation
wodd like to thank the Committee and the
city of Liverpool for their hospitality during
our stay in this beautiful and welcoming city,
and congratulate them for the excellent work
they have earned out.

Statement of Turkey

Before starting my brief statement, I wodd
like to convey my delegation’s appreciation to
the Secretariat for the excellent preparation of
the valuable documents presented, as well as
to the British Government for its invitation
and arrangements. It is a distinct pleasure for
us to be in this historid city of Liverpool.

On behalf of the Turkish delegation I warmly
welcome Uzbekistan as a member of the In-
ternational Cotton Advisory Committee and
wish them every success in their efforts.

Cotton as a major crop is of vital importan~
in the life of more than hdf a million people
in Turkey. First of all, cotton affects about 250
thousand producers; second, it is the basis for
an active export oriented textile and clothing
industry which employs nearly 300 thousand
people.

Direct and indirect processing of 1.6 million
tons of raw cotton in various fields and stages
contributed $10.4 billions to the Turkish
economy in 1990.

In order to reduce state intervention in
economic activities and allow market forces
to determine the allocation of resources,
Turkey has been implementing an outward
oriented economic policy since the eady
1980s.

As a consequence of this policy, Turkey’s
exports have increased 7 folds during the last
decade. The textile and clothing industry has
taken first place with one third of the total
exports of the country.

For the 1992/93 season, 632 thousand hec-
tares of cotton were planted in the three major
producing regions where 605 thousand tons of
cotton fiber production is expected. This is
8% higher than the previous season. Local
mills are expected to use 580 thousand tons of
cotton fiber in 1992/93 season. During the
same period, ending stocks are projected to be
166 thousand tons.
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As a result of the new economic policies and
dramatic changes, Turkey is shifting from
being a net exporter of 120 thousand tons in
1990/91 to a net importer of 10 thousand tons
in 1991/92.

However, the expected developments after the
completion of the GAP project which will
bring an additional 1.7 million hectares of
land under irrigation may double cotton
production in Turkey.

In concluding m y remarks I wotid like to join
the distinguished delegates whose statements
suggest reducing and eventually eliminating
subsidies and letting the market forces to
function. Also any barrier to free trade shotid
be eliminated. We feel that this will be a fair
action for producers as well as consumers.

It was suggested by a distinguished delegate
that the Secretariat’s equations used for es-
timating cotton prices shodd be changed.
These equations cannot and should not be
changed drastically because of one-year’s
failure in estimating prices. Urdess it is
proven that there are structural changes, the
models can still be used with certain refine-
ments.

1 wodd like to conclude my statement by
thanking the Secretariat once again for their
superb job and the Government of the United
Kingdom for the warm hospitrdit y extended to
dl of us.

Statement of the
United States

Since a lengthy document detailing the situa-
tion and outlook for US cotton has been sup-
plied for the record, I will give otdy a very
brief synopsis.

The US began this marketing year with cotton
stocks at the rather low level of 3.8 million
480-lb. bales. The total crop size is expected
to be just under 16 million brdes, down about
10% from the previous crop. Total production
is expected to approximately equal totrd of-
ftake, leaving stocks at the end of the season
unchanged at 3.8 million bales. Therefore, it
is expected that the US will not contribute
toward increased global stock levels.

I would like to use the remainder of my time
to share some thoughts and offer a chrdlenge
to everyone participating in this distinguished
forum.

This 51st Plenary Meeting of ICAC has, as
always, provided opportunity to confront
many issues of importance to the world cotton
community. It has been stimtiating and in-
structive to discuss critical issues with both
delegates and observers assembled here, to
better understand their viewpoints, benefit
from their insights, and catch glimpses of
their visions for the future of cotton

This year I have gotten an impression that
there are two pre-eminent issues. Speaking in
general terms I wodd identify one of these as
being a concern about low cotton prices and
related concerns about influences of gover-
nmentpolicies and programs on both prices and
trade.

I recall that signs of impending price trouble
were barely visible this time last yur. It was
not so difficult to anticipate the dilemma that
would confront the cotton producing
Republics of the former Soviet Union, i.e., the
collapse of effective demand in their tradi-
tional markets, restiting in a forced doubling
of their share of world cotton exports in a
single year.

But, as usual, it was impossible to predict how
much centrdly-plarmed distortion wodd be
applied to production incentives in China
(Mainland). Unfortunately, it turned out to be
a lot of distortion, so that China’s cotton
production jumped 26% causing its stock
level to increase 110%. In spite of small US
stocks coming into the 1992/93 marketing
year, world cotton stocks were 35% larger
than a year ago and were sufficient for over 5
months of world mnsumption.

Even a successful conclusion to the GA~
negotiations wodd not provide a basis for
integrating China (Mairdand) into the world
trading system during the foreseeable future.
We maybe optimistic, however, that the cot-
ton producing Republics of the former Soviet
Union will indeed become vrduable leaders in
the world cotton industry. May I pause, once
again, to say what a welcome surprise and
what an auspicious sign it is to find myself
sitting next to the distinguished delegate of
Uzbekistan.

The second major issue impressed upon me
relates to the need, felt by the leaders from
many countries, to identify mechanisms (and
find the necessary funding for them) that
wotid enable solutions to a wide variety of
problems being encountered in the produc-
tion, processing and marketing of cotton. This
concern is revealed in anxious, hopeful, initia-
tives to tap into the Common Fund. It is dso
rev~ed by sadness and frustration at the
demise of the International Institute for Cot-
ton (IIC).

The US withdrawal from the IIC this past
Decembr was made necessary by clear
evidence that there was not a threshold of
financird support for it within the world cotton
community. Over the past few years,
numerous US cotton people have asked me if
leaders in other countries simply did not have
faith that such research and promotion wodd
help increase the size of the market available
to everyone. Their experience under the Cot-
ton Research and Promotion Act over the last
25 years had left them with few doubts.

I believe the US cotton industry is leading by
example, with its expanded program of re-
search and promotion in the US market. Our
leadership decided that if the US were going
to be one of the most open markets in the
world for textiles, we had better do what was
necessary to expand that market for cotton
textiles, knowing full well that dl the
countries exporting to the US market wodd
be beneficiaries of the market growth.

I believe that there is consistency between US
initiatives under the Research and Promotion
Act and other US policy initiatives. Thus, the
futility of US attempts at adjusting the cotton
supply for the whole world was finally ac-
knowledged in the 1985 Farm Legislation. An
amusing fact is that many people had begun
to suggest to US leaders, ordy htiin jest, that
the best contribution the US codd make
toward supporting world process was to simp
ly quit producing cotton.

Whether in production policy or market
development policy, US cotton could not lead
while becoming a declining segment of the
global industry. The US industry desired to
renew its leadership rather than forfeit it. The
US cotton industry had not become instiar
and protectionist, rather, it was seeking the
way to renew its involvement.

These policies have contributed toward some
remarkable resdts, with cotton strengthening
its position as the dominant fiber in clothing
and household textiles rdl over the world. A
necessary, but not sufficient, condition for
this to continue in the years ahead will be a
continurd decline in the red price of cotton
relative to the man-made fibers. Even this will
not suffice without continued success at im-
proving cotton’s processing efficiency, the
performance characteristic of its products,
and consumer attitudes about it. If we are not
ready to face these facts, we are not ready to
face the future.

Meeting the formidable challenges of the fu-
ture will be very difficdt without mutual ef-
forts and sacrifice from all countries involved.
I would suggest that this includes even the
cotton importing countries, given the obvious
tendency for trade in raw cotton to be replaced
by trade in cotton textiles.

I wodd close my remarks by re-emphasizing
that the US cotton industry believes that the
best hope forourfuturelies in cooperation and
collaboration. We believe that global markets
are not the zero-sum games; that each country
will do better if d countries do better. We all
must remember, however, that growth re-
quires change (whether it be NAF1’A, the
GATT, or perhaps new structures for cotton
research and promotion).

It is in this spirit that I invite each of you to
think beyond the near-term, tactical problems
that exist within ~ch of your cotton in-
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dustries. It is in this spirit that I solicit your
ideas about how we can better organize and
cooperate in order to strategically improve
global competitiveness of cotton and increase
the size of the total market.

Statement of Uzbekistan

On behalf of the Government of Uzbekistan,
I wotid like to express my gratitude to the
organizers of this meeting for the wonderful
arrangements, royal hospitality and the oppor-
tunity to address such influential audience.

Being a fun and equrd entity of international
law, Uzbekistan, for a period of over one year,
has been conducting its independent
economic policy using its own discretion in
dealing with very rich natural resources and
potentials.

I hope that you would rdlow me to display
certain lack of modesty which I need for the
geographic description of Uzbekistan. As a
separate state, the size of the territory of Uz-
bekistan exceeds such European states as
Great Britain, Belgium, Denmark, Switzer-
land and Austria taken together. Regarding
size of poptiation, Uzbekistan occupies third
place in the Commonwealth of Independent
States after Russia and Ukraine. Today, the
poptiation of Uzbekistan is 22 million people.

And the third peculiar feature of our Republic
is a great amount of solar energy during the
year and high summer temperatures which,
together with the skills of our population,
provide for high yields of agricdtural crops.

Out of 28 million hectares of agricdtural land,
1.7 million hectares are planted with cotton,
and cotton growing is the leading branch of
our agricultural production. However, the cot-
ton monoctiture which has been in existence
in our Republic for a long time, restrained the
development of other vitrd branches of
agribusiness and restited in numerous nega-
tive phenomena.

The attempts of the ex-USSR to ensure cotton
independence at the expense of Uzbekistan
have led to the situation where in certain
regions cotton monocdture was as high as
85-90%, it occupied the best lands and sup-
planted the crops that were badly needed for
the population.

Taking into consideration this abnormal situa-
tion, in recent years the Government of Uz-
bekistan has conducted intensive and
reasonable agrarian policies which nowadays
are yielding positive resrdts aimed at the
reduction of cotton growing.

A set of incentives designed for effective cot-
ton production, expanded irrigation, and ap
plication of research achievements in breed-
ing made it possible to offset the reduction in
planting areas by means of higher yields and

improved quality characteristics of seed cot-
ton.

The average yield of cotton reached 870
kg/hectare in 1991, which is significantly
higher than the world yield level and, accord-
ing to expert estimates, the achieved priorities
are likely to remain in future.

The 400,000 hectare reduction in planting
area since 1985 has virtually no effect on the
production of seed cotton in Uzbekistan. Ac-
cording to statistics, Uzbekistan produced
1,694,000 tons of fiber in 1985 and 1,622,000
tons in 1990.

Nevertheless, due to decreased economic ac-
tivity in the countries of Eastern Europe and
the former Soviet Union in 1991/92, the curve
of the production of Uzbek cotton in 1991 fell
to 1,464,000 tons. Any further reduction can
affect the employment of our population and
disrupt the stability of our economy. That is
why, in the nearest future, the production of
fiber in Uzbekistan is likely to remain at the
level of no less than 7.5 million baIes per year.

Exports of Uzbek cotton outside CIS in 1992
crdendar year are estimated at 600,000 tons
which represents about 1070of world exports.
It would be unfair to relate this indicator to the
aggressiveness of exports, at least because of
the fact that its major portion involves state
deliveries based on intergovernmental arran-
gements with cotton consuming countries.

I wotid dso like to speak about certain fea-
tures of the 1992 crop. Despite a prolonged
spring, heavy rains and small replanting
caused by the above circumstance, we have
managed to preserve the stmcture and ensure
proper characteristics of our seven grades of
cotton, and to control the production of seed
reserves.

As a whole, we have high-yield and fast-
ripening grades with a strong root system, and
compact opening of bolls whose vegetation
period vanes from 119 to 125 days. The actual
allocation of cotton grades of the 1992 crop is
32% of the first, 49.3% of the second, and
13% of the third grade. Out of the total volume
of production, based on the length of fiber, the
volume of the 5th type amounts to 68Y0,and
that of ELS amounts to 5.5%.

Harvesting of the 1992 crop began in Septem-
ber, and in the nearest future the production
of fiber by our ginning industry will average
150,000 tons a month.

The national program of economic develop-
ment for 1993 provides for structural and
qualitative changes in the textile industry by
means of replacing old technologies and
building new mills. Naturally, this wodd lead
to the increased domestic consumption of lint
cotton which today amounts to 220,000-
230,000 tons a year, and the latter in the end
determines the size of our standard stocks.

I don’t want you to get tired listening to dl the
numerous challenges and problems connected
with our entry into market relations. Like
others, we feel the consequences of subsidies,
dumping and price fluctuations. Like others,
we participate in the competition for sales
markets, stmggle for quality characteristics of
our cotton, conduct chemical treatment during
whitefly sec~tion, develop standards, intro-
duce new indicators and grades which bring
us nearer to international rules for the evrdua-
tion of lint cotton quality.

At the conclusion of my statement I wodd
like to emphasize that we in Uzbekistan with
great care maintain and observe the traditions
of cotton growing and ginning that our people
have accumrdated for centuries. They do not
have, however, sufficient skills for conduct-
ing independent trade in the world cotton
market. Admitting our mistakes in the &gin-
ning of the path, we take a philosophical ap
preach to the problems the nature of which
lies in the lack of necessary experience.

Our positive attitude is based on the fact that
in Uzbekistan, urdike other Republics of the
Commonwerdth countries, we have civil tran-
quility and political stability which is our
wealth and the foundation of our optimism
and hopes.

With great responsibility we consider the
status of Uzbekistan as a fti member of the
International Cotton Advisory Committ&.
This displays our intention for cooperation at
a new level, and we do count on your support
and assistance.

Statement of Uganda

It is a great honor and privilege for me and my
delegation to have been given this opportunity
to address this august assembly.

In the first place, I wish to take this oppor-
tunity to thank the British Government and the
Liverpool Cotton Association for hosting this
important meeting in this historical tit y of
Livepl and for all the excellent arrange-
ments to make our deliberations and stay here
successfd and comfortable.

Secondly, I wotid like to thank the ICAC
Secretariat for the high qutity documents
they have presented to us during this con-
ference which have helped to highlight key
arem of concern to all of us.

During the last plenary meeting in Antdya
you were briefed on policy decisions our
government had taken to liberalize the cotton
industry at W levels to allow private par-
ticipation of local and foreign interests. Under
this policy our government no longer fixes
cotton prices, thus leaving the market forces
to determine prices at rdl levels of the in-
dustry.
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This policy was adopted as a measure to en-
hance the recovery of our cotton industry and
~ Pm of the overall policy agenda for the
generrd economic recovery and development
of our country.

My delegation therefore views with great con-
cern the fact that some big producers continue
to maintain serious barriers to free trade of
raw cotton and cotton textiles in addition to
numerous trade practices which enormously
contribute to market distortions.

Whereas our level of production appears in-
significant relative to other producers, cotton
has an important role to play in our economic
and social development. This role cannot be
ftifiiled in the present world economic order
where the terms of trade are unfavorable to
producers of raw materials, most of which
belong to the poor third world, and in favor of
the manufacturers of the rich first world.

My delegation pleads for removal of dl bar-
riers to cotton and cotton textile trade as well
as all practices that cause market distortions.
We eagerly look forward to an early success-
fti conclusion of the Umguay Round of md-
tilaterd negotiations, and the adoption of
strengthened GATT rules and discipline
governing the conduct of a libedized world
trade in cotton and cotton textile products.

During the 1991/92 season my country
produced 13,600 metric tons of cotton, of
which 3,000 metric tons were consumed lo-
cally while 10,600 metric tons were exported.
Our production was adversely affected by a
combination of factors, namely, bad weather,
late supply of spraying chemicals and lack of
production credit.

During the 1992/93 season we project a
production of 15,000 metric tons from 80,000
hectares planted. Of this production we expect
4,000 metric tons to be consumed by domestic
mills and the balance of 11,000 metric tons to
be available for export market.

You are probably aware that for quite some
time in the past, we were the biggest
producers of cotton in Africa, south of the
Sahara, but we lost this position mainly as a
result of political upheavals. It is the intention
of our government to regain this position.

I wish now to address myself to the subject of
cotton contamination. Our cotton is hand-
picked, hand sorted and roller ginned. In ad-
dition, we have by-laws which require
destmction of cotton stalks by burning in
order to control pests as well as laws which
govern the buying and ginning of cotton.
These are supported by a quality incentive
scheme which gives monetary rewards to
good quality buyers and ginners while
penalizing those who fall short of the set
standards. Education of farmers, which had
been overlooked in the past, has been revived

and the overall results are, so far, encourag-
ing. We believe that collective efforts and
sacrifices by all concerned is the surest way
to success. However, there is a cost to this
success which shotid be shared by all in-
volved in the industry.

Finrdly, my delegation recognizes and sup-
ports the important role played by the Interna-
tional Institute for Cotton (IIC) in protecting
and developing cottons markets. We are, how-
ever, concerned that the majont y of the mem-
bers of ICAC who are in fact benefiting im-
mensely from the IIC programs have, for un-
known reasons, withheld support to this im-
portant organization. We would like to
reiterate our previous calls to non-members of
IIC to come forward and give it the support it
deserves.

Statement of the
International Textile

Manufacturers Federation
(ITMF)

On behalf of the International Textile
Manufacturers Federadon (ITMF) I would
like to thank the International Cotton Ad-
visory Committee and her Britannic
Majesty’s Government for their invitation to
the 51st Plenary Meeting in Liverpool and for
the opportunity to present the views of the
Federation on matters relating to the cotton
processing industry.

OUT OF BALANCE

The world’s primary textile industry is under-
going one of the severest recessions in its
history. Whilst the situation must be seen
within the context of a stagnating world
economy, the crisis symptoms suggest that the
industry has entered a prolonged period of
structural imbalance and that the adjustment
process now in the making will not be com-
pleted overnight.

Looking at the symptoms first, we see a seem-
ingly never-ending build-up of yam inven-
tories since 1987. At the end of the first
quarter 1992, world yam stocks were nearly
8590 higher than on average in 1987. The main
responsibility lies with Asia, where yam
stocks in the first quarter of 1992 have
climbed 125% above their 1987 average level.
In weaving, the situation would seem to be
under better control. Globally, we see a nor-
malizing picture with a continuous reduction
of fabric stocks in the United States since the
beginning of 1989 and in Western Europe
since the third quarter of 1990. In contrast,
fabric stocks in Asia, after a short interruption
at the beginning of 1989, continue rising and
were, at the end of the first quarter 1992, 50%
higher than on average in 1987,

To better understand these developments, we
have to examine what happened at the con-
sumption and manufacturing end of the
pipeline. According to the International Cot-
ton Advisory Committ=, growth in world
fiber consumption has decreased since 1987
and stagnated in the last two years without
however turning negative as was the case in
the wake of the two oil crises of 1974 and
1980. Consumer behavior done, it seems,
cannot explain the present stock situation in
the industry.

Turning to the manufacturing end of the
pipeline we note a tremendous acceleration of
investments in the second half of the 80s.
Compared with the six years from 1980 to
1985, investments in new ring spindles in
countries outside of Eastern Europe, the
former Soviet Union and China increased by
52% in the six years from 1986 to 1991, and
in open-end rotors by 70%.

In the ten years from 1981 to 1990, the spin-
ning industry in industrialized countries has
taken 26 million spindle equivrdents out of
production wrresponding to half of the totrd
manufacturing capacity installed at the end of
1980. Of these, only 14.5 million were
replaced by new machinery. Yam production
during that time increased nevertheless by
10%.

In the developing countries yam production
during the same period rose by 64% and the
installed capacity (on the basis of spindle

eq~v~ents) by 58~0! of which O~Y h~ were
new machines.

Compared to the obsolete machinery taken
out of production in the 80s, new spindles and
rotors put in place in industrirdized countries
during that time had a 90% higher produc-
tivity. The rise in productivityy wm lower in
developing countries, with 20%.

FINDING A NEW EQUILIBRIUM

Expanding production capacity, rapidly rising
productivity and stagnation in textile demand
have together generated an explosive mixture
of excess capacity and oversupply which
augur badly for an early recovery.

In the short to medium term, the primary
textile industry and especially the spinning
sector will have to find a new equilibrium
globally. Stocks will have to be adjusted
downward before prices regain more
remunerative levels and thus ensure a better
financial herdth of the industry. With the ex-
ception of spinning, the de-stocking process
wodd seem to be well advanced, although
pockets of regional imbrdances remain, as
evidenced by the excessive fabric stocks in
Asia.

The time frame within which world yarn
stocks will @me down to more manageable
proportions remains a big question mark.
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Globally, we have not started the downward
adjustment and wotid rather seem to be in for
yet another rise in the build-up phase.

A lasting improvement of the stock situation
will depend on a consistent recovery of the
world economy and on a drastic reduction of
the investment activity in the textile industry.
What we see in both areas provides ground for
hope.

TEKTILE CONSUMPTION ON THE
RISE AGAW

Following two years of stagnation in textfle
consumption, the International Cotton Ad-
visory Committee expects world fiber con-
sumption to grow by 2.0% in 1992 and 3.6%
in 1993. This wodd be 30% higher on average
than the combined growth rates of the first two
years of the inventory build-up of 1988 and
1989. As de-stocking wodd seem to be well
advanced in the pipeline with the exception of
the spinning industry, strong recovery in over-
all textile consumption will work its way im-
mediately down the pipeline and would thus
provide much needed alleviation to spinners.

FALLING INVESTMENTS

Turning to the investment situation we note a
drastic reduction in shipments of new
machinery. If we take as basis deliveries to all
countries outside of Eastern Europe, the
former Soviet Union and China, world invest-
ments in new rotor spinning machines
dropped by 38% in 1991, having already suf-
fered a set-back in 1989 of -40%. Affected
also for the first time were shipments of new
shuttie-less weaving machines which fell by
21% in 1991. Investments in new ring spin-
ning machinery recorded a mom modest
reduction of 11Yo.

If we take the mle of thumb according to
which investments in new machinery translate
into volume production approximately two
vears after delivem, the reduction in shipment
~evels codd help hleviate pressure beg~nrting
in the latter part of 1993.

ITMF-AN INTEGRATED WORK
PROGRAM FOR CO~ON

In the decade of the eighties, ITMF took a
number of initiatives of a long-term nature
that were designed to help strengthen the cot-
ton economy internationally. They were com-
prised of

● the setting up of the International Com-
mittee on Cotton Testing Methods which
convened to its first meeting in Bremen
in 1980;

● the reactivation by the Federation of the
International Calibration Cotton Stand-
ards Committee;

● the establishment in 1985 of a specird
Spinners Committee;

● the regular compilation of cotton con-
tamination reports in cooperation with
spinning mills affiliated with the Federa-
tion members around the world.

International Committee on Cotton
Testing Methods

The Committee exists to provide an interna-
tional fomm whose objectives are to

● identify rapid, practical and cost effec-
tive cotton fiber test methods which can
be recommended for use by the cotton
trade and industry world-tide;

● ensure harmonization of test resdts be-
tween laboratories by standardization of
testing procedure and by round testing;

● promote discussion of the practical
limitations to current testing in order to
stimdate the necessary basic research
work which is required to overcome
these limitations.

The Committee has sixty of the world’ s lead-
ing experts in cotton testing from twenty
member countries and conducts its work in
five working groups on Maturity, Honeydew,
Fiber Length, Dustflrash and High Volume
Instmments.

The last of the biennial meetings of the Com-
mittee was held in Bremen on March 10 and
11, 1992. A progress report on the delibera-
tions is attached to this statement.

International Calibration Cotton
Standards Committee

The main purpose of the Committee, which
was set up in November 1956, is to overlook
the international calibration cotton standards
program under which calibration cottons are
provided by the use of which any cotton
laboratory can standardize (a) the level of
perfomtance of instruments measuring

s~fic fikr characteristics or (b) the test
levels of operators. ITMF is one of the six
sponsoring organizations of the program, the
other five representing US cotton interests.

The last meeting of the Committee was held
in Memphis on June 10 at which, by special
request of the Federation, the future of
cfibration cottons was discussed. The
proposal has been prompted by indications of
US representatives at the last two meetings of
the Committee on Cotton Testing Methods in
Bremen, in 1990 and 1992, that the United
States Department of Agriculture (USDA)
may not be in a position to ensure sufficient
supply of international calibration cottons in
the future. This has been causing concern in
industry circles outside of the United States,
many of which are still, and will for sometime

be in need of these cottons to calibrate the
instruments with which they have been work-
ing for many years. ITMF therefore proposed
that the Committee examine ways and means
of arriving at one uniform set of internatio-
nally accepted calibration standards and that
thoughts be given to the organizational, ad-
ministrative and financial environment under
which such standards shordd be produced in
the future.

At the meeting in Memphis it was decided to
establish a working group to discuss di-
bmtion cottons and their use. It was agreed
that the USDA shordd take the lead in forming
this working group, together with ITMF.

ITMF Spinners Committee

In existence since 1985, the ITMF Spinners
Committm today has twelve members from as
many countries in North and South America,
Western Europe, Middle- and East Asia and
Japan. Its overall objective is to present a
strong spinners voice in international affairs.
A booklet describing the Committee’s ac-
tivities to date and reproducing the recom-
mendations to the cotton producing countries
visited is attached to this statement.

The main event this year has been the visit to
India from January 26 to February 3 in which
six members participated. The Committee
travelled to cotton growing areas in Gujarat
(Surat Olpat, Bharuch and Karjan), Coim-
batore and Haryana (Hissar) and met with
representatives of state and private bodies
connected with the India cotton economy.
ITMF wodd like to thank the Indian
authorities involved in the organization of this
journey and especially the East India Cotton
Association for the cordial reception and
hospitality extended to the Committee during
its stay.

Excellent Response

The Spinners Committee has noted with satis-
faction that its recommendations and
proposals have fallen on fertile ground. Its
role as a catalyst in the changaver to a new
cotton marketing system has been recognized
on many occasions during its two visits to the
United States. It was partictiarly pleasant to
note the deliberate decision of gins in
Australia this year to reduce ginning speeds in
an effort to preserve fiber qudit y in spite of
the fact that when the 1992 crop was har-
vested, ginning operations in Austfia were
lagging behind picking. The Committee also
noted with satisfaction that at a recent meeting
of the Australian Raw Cotton Marketing Ad-
visory Committee (RCMAC), it was decided
to prmed rapidly with the adoption of stand-
ard HVI testing and to cooperate ftiy to this
effect with the ITMF International Committee
on Cotton Testing Methods.
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Looking back over the last seven years, the
Committee feels that most of the groundwork
has been covered and that from now onwards
priority will be on spreading the Committee’s
message to as many cotton producing
countries as possible, thereby ensuring that its
views and ideas are better understood and
accepted.

Contamination

I wotid like to finish off with a few observa-
tions on the problem of contamination follow-
ing the debate on the subject yesterday.

First of all I would like to thank the Commit-
tee for putting this item on the agenda and for
rdlowing ample time for discussion. Judging
from the lively presentations and interven-
tions, we seem to have come along way from
the silence which sumounded this problem
when it was first raised by ITMF in this forum
some fifieen years ago.

Having always held the opinion that con-
tamination is first and foremost linked to the
education of those working in the fields and
ginyards, it has been our endeavor to sensitize
employers and superiors to the seriousness of
the problem to spinners.

The ITMF contamination survey which is
conducted every other year (the next time in
1993) has served as the vehicle of com-
munication and I am happy to note the exten-
sive reference to the survey by several
delegates at the discussions yesterday.

Four years ago, the survey was put on a new
methodological basis which will provide
precisely what has been requested here in this
forum, i.e. the measurement of the relative
degree of contamination, whether it is falling
or rising, and in regard to both its overall level

globally and for more than seventy different
cotton growths separately.

Whilst the difference in the overall con-
tamination level of 1989 and 1991 was hardly
measurable, the last survey revealed an rdamt-
ing rise in stickiness in many growths.

It is true as was remarked yesterday that the
IW contamination survey dos not give any
indication of the volume of cotton of a given
origin that was found to be affected by con-
tamination. The reason is that spinning mills
participating in the survey are simply not in a
position to provide this kind of detailed infor-
mation.

In this context, I would like to draw attention
to an impressive report presented to the
Bremen Cotton Conference in 1986 under the
title “Foreign Particles in Raw Cotton-The
Economic Consequences.” It is based on the
experience of a German textile company that
produ~s down proof covers for bedding, a
high-quality fabric which ordy few weavers in
the world can master.

Out of one brde of cotton, the company
produces 266 covers. If that one bale con-
tained a twine or similar material weighing
only 1 gram, this will leave 2,000 foreign
fibers in the yam made from that bale. A 3
gram twine will leave 6,000 fi~rs and one of
5 grams, 10,000 fibers.

Once woven into covers, the 1 gram foreign
fiber twine will result in 8 foreign fibers in
each cover and the 5 gram twine in just under
40 fibers.

The 266 covers produced from one bale con-
taminated with 1 single foreign fiber twine
represented in 1986 a potential rejection risk
to the textile manufacturer of DM 100,000.

Reference was made here yesterday to the cost
implications for cotton producers of measures
designed to prevent contamination. As I have
pointed out earlier, we believe in ITMF that
contamination is in the first place an educa-
tionrd problem and that its eradicadon is a
question more of human rather than capital
investment. When the ITMF Spinners Com-
mittee travelled to India this year it ob-
served-and I quote from the Committee’s
recommendations to the Indian mtton
econom y—that “wholesale modernization of
ginning machinery in place is not the solution
to India’s contamination problem, 70-75% of
which occurs at the ginning-to-pressing stage.
What is required in the first place is a total
overhad of the working cdture, i.e. better
management and maintenance of machines.
Modem ginning machinery has brought little
increased sophistication in technology and
has mairdy increased speed to the detriment of
fiber qurdity.”

Whatever investment there has to be made to
overcome the problem of contamination is
likely to be rewarded in the marketplace. This
was confirmed yesterday by the delegate from
Zimbabwe who said that his country was un-
able to meet the demand for its cotton. This
comes as little surprise to those who have
followed the ITMF surveys in which Zim-
babwe has consistently scored top ranking as
a virtually contamination-free growth.

At the seminar tomorrow on cotton quality the
Vice Chairman of the ITMF Spinners Com-
mittee, Mr. John Curran, will present the
Committee’s views on spinners cotton qualit y
requirements. I hope that many of you will
listen to what Mr. Curran has to say and bring
back to your respective countries the message
of the needs of the modem spinning industry.

Closing Plenary Session
Friday, October 2, 1992,9:55 am
Mr. Ben Chapman in the Chair

The Chairman noted that the Fifth Plenary
Session had finished without enough time to
permit observer organizations an opportunity
to make their statements. He then recognized
representatives of observer organizations,
beginning with the Food and Agriculture Or-
ganization of the United Nations (FAO), to
make statements.

Mr. Brian Moir, Commodity and Trade
Division, FAO, drew the attention of
delegates to the forthcoming, in the first hdf
of 1993, World Apparel Fibres Consumption
Survey. He said the Survey wodd include
data for developed countries in 1990 and for
developing countries in 1989, together with
past data. He further pointed to the coopera-

tive work between FAO and ICAC to project
cotton production, consumption and trade in
2000. His statement is attached.

Mr. Peter Pereira, Executive Director of the
International Institute for Cotton, presented a
formal statement on behrdf of the Institute and
rdso reported on the resdts of discussions
which had been had with producing countries
during the last week regarding efforts to con-
tinue work to develop the market for cotton.
Both statements are attached.

Mr. Fritz Grobien, Chairman, Committee for
Cooperation Between Cotton Associations
(CICCA) presented a statement on behalf of
his organization, which is attached. He urged
all countries participating in ICAC to ratify
the New York Convention on the international
enforceabilityy of arbitration awards.

Dr. Michel Braud, formerly Director of the
Institut de Recherches du Coton et des Tex-
tiles Exotiques (IRCT), informed delegates
that IRCT had combined with two other in-
stitutes to form CIRAD-CA, a Cultures An-
nuelles grouping under the Centre de
Cooperation Internationrde en Recherche
Agronomique pour le Developpement. He in-
troduced Dr. Michel Deat, who was the new
leader of the cotton work at CIRAD-CA. Dr.
Braud’s comments are attached. Dr. Deat
presented a short paper on their current
programs, which is attached.

The delegate of the UNITED KINGDOM, in
his capacity as the spokesman for the
European Community, drew the attention of
delegates to the statement prepared by the
Commission of the European Economic Com-
munity, which is attached.
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Following the statements from observer or-
ganizations, the delegate of FRANCE com-
mented that, given that the potentird for
production is greater than demand in the
world today, emphasis shordd be placed by
producing countries on improving the qualit y
of their cotton rather than on increasing their
yields.

The CHAIRMAN announced that the Steer-
ing Committee had met and adopted a final
statement of the Meeting, which was dis-
tributed at the close of the session. He also
said that the Steering Committee had been
happy to confirm that the 52nd Plenary Meet-
ing would be held in New Delhi, India, Oc-
tober 10-15, 1993, at the invitation of the
Government of India. He further reported the
acceptance of the invitation of the Gover-
nmentof Brazil to hold the 53rd Plenary Meet-
ing in Recife, Brazil, in 1994.

The delegate of INDIA extended to all the
observers and delegates a very warm invita-
tion to India and looked forward to seeing rdl
of the participants at this meeting next year in
India.

The CHAIRMAN reviewed the course of the
discussions during the week, noting that 34
countries and 8 international organizations
had participated in the Meeting. He expressed
his appreciation for the nature and spirit of the
participation of delegates. He expressed his
thanks to Mr. David Bumikell and Mr. David
Stern for their work as Vice Chairmen. He
wished delegates and observers a safe journey
home.

The delegate of ARGENTINA said that
delegates had come to Liverpool with high
interest and expectations regarding what is
currently taking place in the world cotton
market. He said the people of Liverpool had
been gracious and had, through their organiza-
tion and hospitrdit y, made it possible for the
Committee to carry out its work. He thanked
the Government of the United Kingdom, the
local government, the organizers and com-
panies in Liverpool dealing with cotton, the
Liverpool Cotton Association, the Secretariat
of the ICAC and the interpreters for their
cooperation.

The meeting had shown, the delegate con-
tinued, the need and benefits of dialogue
among countries in an attempt to find solu-
tions to cotton problems. He expressed the
hope that next year it would be possible to
meet in the environment of a much improved
situation for both cotton producers and con-
sumers. He wished alla safe and happy return
home.

The delegate of CHINA (TAIWAN) ex-
pressed his delegation’s thanks to the Chair-
man and Vice Chairmen and to the Secretary
General and the Secretariat in preparing the
papers for the meeting. He wished ~1

delegates good health and every success in the
coming year.

The delegate of the USA, on behalf of the
delegates and observers from the USA,
thanked delegates and observers from other
countries for the valuable dialogue on cotton
issues. He thanked the Secretary General for
his competent administration and for the
calibre of the reports which have raised the
level of the dialogue at each successive meet-
ing. He thanked the LCA and the United
Kingdom Government for their hospitality.
He said he looked forward to seeing rdl the
participants a the next meeting in New Delhi.

The delegate of the SUDAN thanked all or-
ganizations participating and the Secretary
General for their contribution in beginning the
second fifty years of the Committee’s work.
He expressed appreciation to the United
Kingdom Government and the Chairman of
the meeting.

The delegate of the UNITED KINGDOM
thanked delegates for their kind comments.
He assured them that they were most welcome
in the United Kingdom and wished them a safe
journey.

The CHAIRMAN thanked delegates for their
comments and closed the 51st Plenary Meet-
ing at 1050 am.

ATTACHMENTS

Statement of the Food and
Agriculture Organization of
the United Nations (FAO)

The Commodities and Trade Division of FAO
is currently engaged in two projects which
might be of interest to delegates at this plen-
ary. These are the World Apparel Fibre Con-
sumption Survey and the projections of cotton
production, consumption and trade.

Firstly, the World Apparel Fibre Consump-
tion Survey:

The World Apparel Fibre Consumption Sur-
vey, covering cotton, wool, flax and man-
made fibers (ceUtiosics and synthetics) for
some 135 individual countries, is produced
every two years or so by FAO. It provides data
on apparent per capita availabilityy at the con-
sumer level of natural and synthetic fibers. It
shows mill consumption of each fiber, ad-
justed by imports and exports at various levels
of processing, i.e., yarn, fabrics, clothing in-
cluding blends, converted into their fiber
equivalent. Consumption of fibers in mch
country is presented both in aggregate and as
consumption per person. There are also sum-
mary tables showing data for the world and
for developed and developing countries.

The Survey is the only source of such infor-
mation publicly available, and it is widely
used both in government, international and
industry organizations throughout the world
for projections, planning and policy purposes.
It was last published in 1989. This edition is
now a little old, but I have placed a copy on
display outside and will send a copy to anyone
who wordd like one. Work is now well ad-
vanced on the new edition, which is to be
published in the first hrdf of next year. It will
carry data up to 1990 for developed countries,
and to 1989 for developing countries.

We had hoped that the new publication wotid
be available this year, but that has not been
possible. Some of the delay was due to
budgetary problems, but there have dso been
greater difficdties in compiling the data this
year thrm in the past. Many countries have
recently changed to the new Harmonized Sys-
tem for classifying imports and exports, and
while this change may ultimately bring ad-
vantages, the transition from the old to the
new system has created problems. In addition,
we are increasingly receiving data on com-
puter tapes. Some of these tapes are not well
documented, and in some cases it has not been
easy to md information from them. We have
also had more difficdty than usual obtaining
data from some countries. As we have not
always been able to get all the detailed infor-
mation we need, we have had to use our own
estimates in place of some missing data As a
result, there are a few areas where we have
some concern for the qurdit y of the data, and
we are currently looking at ways to improve
the Survey in the future. Despite these con-
cerns, we believe that this publication, like the
previous editions, will be of considerable
value to ~ple around the world with an
interest in the production, trade and consump-
tion of fibers and textiles.

Secondly, projections of cotton production,
consumption and trade:

One of the uses of the per capita fiber con-
sumption data is in the formation of these
projections

The Commodities and Trade Division of FAO
prepares and publishes projections on a large
range of agnctitural commodities, including
cotton, every five or six years. In 1986 we
published projections to 1990, in which we
forecast some, but not all, of the expansion in
production and consumption which occurred
over that period. We plan to release anew set,
looking ahead to the year 2000, in 1993.

In the case of cotton, these projections are, for
the first time, being undertaken jointly with
ICAC. Over the pt year or so, FAO and
ICAC have together been developing a model
of the world cotton market to be used in for-
mulating these projections. The demand side
of the model has been developed at ICAC in
Washington, while the supply side work has
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been done by FAO in Rome. The model is now
essentially complete, and we will be together
in Rome next week putting the finrd touches
to it, agreeing to a set of projections, and
planning the find writing and publication of
the output.

The econometric model being used for the
projections has equations for cotton supply,
milI consumption and consumer demand for
some forty major producing and consuming
countries accounting for three quarters of
world production and consumption. Each of
the major regions (Africa, North America,
etc. ) is also modelled. The supply of cotton in
the model depends largely on its own price
and, in most countries, on the prices received
for the produce of other crops. Per capita
consumption in a country depends largely on
prices of cotton, prices of other fibers, and on
the income level of that country, and in ag-
gregate it depends dso on the country’s
population. We have made no attempt to
model stocks, which are assumed to be con-
stant. Projected net trade for each country or
country group will be calculated as the dif-
ference between production and consumption
for each year. The model also includes a rep-
resentation of demand for textiles of fibers
other than cotton. We expect that, when work
on the model is complete, we will have
developed a good representation of the world
cotton market. The projections to be publish-
ed next year will provide a usefd guide to
future demand for textiles, and the future of
cotton, and its position in the textile market
over the next few years.

Statement of the
International Institute for

Cotton (IIC)

The members of the International Institute for
Cotton wish to use this opportunity to put
before the Plenary Meeting of ICAC the sub-
ject of international cotton market develop
ment. What has to be said is really no more
than a restatement of conclusions drawn in the
past by many expert bodiesrelevant UN agen-
cies, IBRD, private sector organizations such
as ITMF and, of course, this Committee. Un-
fortunately, although those conclusions have
all been unambiguous in stating the need for
market development, that has not meant that
necessary programs would be guaranteed.

To recapitdate, the dramatic incursions made
by man-made fiber producers into cotton’s
markets in the 1960s and 1970s brought a
realization by cotton producers that the srde of
cotton was no longer an automatic procedure
which followed the production process. No
longer was market production led. It was more
and more demand led. The consumer now had
a choice in a market place where, if demand
warranted it, man-made fiber production
codd be expanded relatively easily.

The choice factor is not unique. In the key
export markets, which are also economicaRy
developed markets, today’s consumer is bom-
barded with choice situations, for example
between butter and margarine, between Coca
Cola and Pepsi Cola, between Toyota and
Ford, between a mrdtiplicity of breakfast
cetis, toothpastes, etc., etc., and of course
between cotton and other textile fibers.

For cotton the marketing situation is perhaps
more complicated than most. There are many
customers along the textile pipeline from the
cotton field to the final consumer<he spinner,
the weaver, the knitter, the designer, the gar-
ment maker, the wholesaler and the retailer.
There are also related interests-textile
machinery manufacturers, dye-stuff and
chemical manufacturers and the rule-makers
such as governmental standards bodies. While
the find consumer may make his choice of
textiles according to fashion, performance,
price and availabilityy, all these other interests
will have some influence on the choice avail-
able to the consumer. In most cases their
decisions will be based on their view of profit
potential, “Can I sell it? Can I sell it quickly?”
and “At what sort of margin?’

Thus if cotton is simply produced and made
available to the textile processing industry, a
lot codd go wrong before the consumer
makes the finrd decision. Or, to be more posi-
tive, by understanding the choices open to the
decision takers at every stage and by provid-
ing relevant cotton oriented technical and/or
commercial assistance, potential market los-
ses may be prevented and the new technical
knowledge and creative selling codd translate
into market gains.

Over the last twenty-five years there have
been two well-documented case studies which
have demonstrated clearly the value of cotton
market development programs to producers.
The first, the IIC program, has been under-
taken primarily in the major export markets of
Western Europe and Japan which are of com-
mon interest to all producers. It has resulted
in a transformation in inter-fiber competition
to the great advantage of cotton.

When IIC began its programs in 1967, final
consumption of cotton in Western Europe and
Japan was about 2 million tons annually.
Throughout the 1960s, demand for cotton had
been static but cotton had steadily lost share
as man-made fibers took rdl the growth in a
quickly expanding market. Projections at that
time suggested that, without substantial new
developments by cotton, man-made fiber
volume and share wodd continue to grow and
cotton consumption wodd actually start to
decline in the 1970s and 1980s. In fact, cotton
consumption increased by some 75~0 in that
period. During the 1980s cotton’s share of the
total textile fiber marketincluding industrird
uses and carpets as well as apparel and
household usesgrew from 36% to 44%. Syn-

thetic share fell back from 44% to 3990 and
cellulosics and wool shares also declined.

The IIC wotdd submit that those gains
resulted from significant technical advances
particularly in the fields of chemical finish-
ing, knitwear technology and yarn quality;
novel and creative services dealing with color,
design, style and fabric and garment distribu-
tion; fundamental changes in consumer at-
titude restiting from the promotion of
cotton’s discriminatory qurdities; and the ef-
fective merchandising of high quality, iden-
tified pure cotton products. Those actions
were generated from the core programs of fIC
coupled with extensive joint action with re-
search bodies, industry and trade which iden-
tified and prosecuted specific cotton projects
of mutual interest to those groups and the
producers.

Here it shotid be stressed that cotton’s com-
petitors, the man-made fiber producers, un-
dertake rdl those activities while at the same
time their chemists strive on a continuous
basis to produce fibers more suited to the
demands of the consumer and the textile in-
dustry; fibers which endeavor to eliminate any
inherent quality advantages which cotton has
such as absorbency or textural flexibility. The
micro-fibers are just the latest challenge in
that respect. Surely they will not be the last.

The second use study has taken pl- in the
USA. It began in 1971. The resrdts of that
program bear remarkable resemblance to
those in Europe and Japan. A disastrous situa-
tion for cotton has been turned around. Today
in the US as in Europe and Japan cotton is the
number one textile fiber. That development
has been extremely beneficial to the US cotton
farmers who paid for the program.

Indeed cotton farmers the world over might
contemplate what the situation wodd have
ken today had these two programs not been
undertaken. If cotton had not been able to
regain market share, if the consumption
forecasts of the 1960s had held good, if the
man-made fiber producers had been able to
use all the capacity they invested so heavily
in, world consumption of cotton may have
been some 3 million tons a year less than the
19 miflion tons of today. What that wordd
have meant to the production aspirations of
many countries, to the stock situation, to the
world price does not bear thinking about.
What can be said for certain is that producers
would have experienced many thousands of
job losses and billions of dollars of lost in-
come.

To those skeptics who may still doubt the
vrdue of marketing, one might ask why the US
cotton farmer has mntributed of his own free
will cash to the value of more than 20 million
per year for the last twenty years to carry out
the US cotton programs and intends to do so
for the foreseeable future. The farmer wotdd
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surely say the resdting cotton markets have
repaid him many times over. He may also say
that if he hadn’t paid no one else would have
paid for him and that a crucial part of his
livelihood wodd have been lost.

In recent years the international programs of
IIC have been under great stress. Not-
withstanding the splendid support from many
governments in IIC’s program area of
Western Europe and Japan—that is, aid funds
given because of the extraordinary impor-
tance of cotton to the social and economic
welfare of many developing countries-and
also from private sector industry and trade,
overall funding has declined due to a frdl in
contributions from producers. This fall in in-
come has forced the termination of a very
large part of the research, servicing and
promotion which has served cotton so well in
its export markets. Without immediate action
it is inevitable that the programs win cease
altogether.

The economic plight of many cotton produc-
ing countries is well understood. Ml the dif-
ficulties of underdevelopment which apply so
broadly are often compounded by debt servic-
ing burdens which preclude all or most invest-
ment in the future. The UNDP/IBRD consor-
tium which studied the problem confirmed the
urgent need for expanded programs but codd
offer no easy financial mechanism. The Com-
mon Fund, which many had hoped wodd pro-
vide a substantial part of the means needed by
commodities to protect their interests, clearly
cannot do that with existing resources. In-
cidentally it might also be viewed with alarm
that the few cotton projects put forward for
funding from the Common Fund all relate to
production development. While surely the fu-
ture development of economically and en-
vironmentrdly sound production methods is of
great value, if the demand side is ignored and
stocks accumdate, such efforts may be
counterproductive to the interests of all.

Over the past few years the IIC has repeatedly
drawn attention to the future dangers of under
investment in market development. As a mild
reproach it suggests that this forum of ICAC
shodd have devoted more of its time to the
problem as it did at the time that IIC was set
up. Historical data and economic extrapola-
tions constitute a necessary exercise in the
consideration of demand but if then time is not
spent studying ways in which the trend
forecasts may be influenced in a favorable
way the work is incomplete. IIC believes there
is a very strong consensus about what needs
to be done but throughout there has been an
inability or an unwillingness to share the
financial burdens in a fair way. Perhaps it
wodd be fairer to say that there was always
the hope that “some way” might be found to
raise the money without inflicting too many
burdens on the producers. As a matter of fact
HC members share that hope but they are sure

it will never translate into fact without serious
study and serious effort on the part of the
producer.

The IIC members conclude that the future of
international cotton market development
depends on the ability to raise adequate
finance. They consider that the needs are
proved as is the practical effectiveness of the
programs. They take note that endorsement of
this position has been given by the many
relevant bodies in the international com-
muNt y. They also observe ruefdly that where
the general economic circumstances of
farmers allow-the United States-programs
go from strength to strength, but that where
economic problems abound the programs
founder. It is no less importantand probably
more importantto the cotton interests in the
developing world that their future is
protected. Thus, ways shodd & found to fund
agreed international programs.

IIC members recognize that this is no easy
task but they reiterate the point that if
producers won’t talk about the problem they
will never solve it. They believe there are
possible solutions and in this respect they
observe with inte~st the recently introduced
procedure by the US to levy imported cotton
textiles as well as the cotton production of
their own farmers to support their domestic
market development programs.

As part of their continuing efforts to develop
a pmcticrd dialogue amongst producers an
informrd meeting was called by IIC yesterday
to which all producers were invited.

Many of them came, some did not. None of
those present denied the need for international
action in research, development and market-
ing. Some practical questions were asked and
some practical proposals were put on the
table.

IIC members will hold their General Assemb-
ly tomorrow. They will decide what more they
can do in association with W like-minded
cotton-producing countries and they will sure-
ly inform this Committee of their decisions.

Addition to the Statement of IIC

On behalf of the members of the International
Institute for Cotton I wodd like to express
their thanks for this opportunisty to address the
51st Plenary Meeting of ICAC.

An IIC paper was distributed to delegates
earlier this week. I trust that you had the
opportunity to see it and, therefore, I will not
take up the time of the Plenary to repeat it all
this morning.

However, I would like to report that the IIC
Generrd Assembly met yesterday. It took note
of the views expressed by many ICAC
delegates, and also of experts who contributed
formrd papers to the Plenary, concerning the

importance of expanding markets for cotton
through research and promotion. IIC’s
General Assembly agrees with those views. In
support of its position, it wodd point to the
success of its own programs, and dso to some
national programs, in building signtilcant new
demand. Without such programs, the condi-
tions which the market faces tcday due to the
world economic situation wordd not just be
difficultthey would be disastrous. The cotton
industry wotid have lost hundreds of
thousands of jobs and billions of dollars to
man-made fibers. Surely it is the respon-
sibility of us all to make sure that such a loss
does not occur in the future. As has been said
in this forum, too many people, too many
countries-particdarly developing countries
-depend on cotton.

Unfortunately the IIC Gened Assembly con-
cluded that, notwithstanding the importance
of its work, the present members were un-
ableon their ownto maintain the international
market development programs. Therefore,
without initiatives to develop anew structure,
a new funding mechanism, rdl such programs
will cease.

In a joint meeting with other cotton producers
earlier in the week a request was received to
prepare and distribute a document summari-
zing the benefits of international market
development programs and outlining the pmc-
tical considerations-the difficulties and the
possibilities-concerning the financing and
the conducting of such programs. IIC will
respond positively to that request. However it
points out that unless producers address the
problem in a serious way they will never solve
it. And if they do not solve it they must expect
future demand to weaken as the challenge to
cotton’s markets by man-made fibers goes
unanswered.

The members of IIC look to a positive reaction
by other prcducersquicklyso that we may all
cooperate to find new ways to safeguard our
common future.

Statement of the
Committee for International

Co-operation Between
Cotton Associations

(CICCA)

Most of you were here on Tuesday afternoon
and therefore know of our existence, history
and aims. The purpose of this short statement
is to make you aware of current problems.

CICCA members are aware of, and concerned
by, a high number of disputes currently aris-

ing out of raw cotton contracts, the conse-
quences of which are a disturbing level of
arbitrations, litigation and defadts. These
problems are undoubtedly related to wide
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variations in cotton prices that have occurred
this year.

Calm market conditions are obviously to be
desired but cannot always be expected, so the
sanctity of contracts remains a philosophy to
which CICCA member associations are
wedded. This is the central plank in the
process of cotton sales whatever the condi-
tions. Market chaos will ensue without such
commitment by all parties involved in either
the supply or consumption of raw cotton.

We wish to draw attention to the value of
enforcement proceedings when the process of
determining who is in defatit has been com-
pleted. There is no point in having an award
in your favor if it cannot be enforced.

I renew my request and CICCA urges dl trad-
ing nations that have not done so accede to the
New York Convention on the Recognition and
Enforcement of Foreign Arbitral Awards. We
are concerned that some major producers rep
resented here today are not signatories to that
convention.

CICCA notes with concern the difficdties
with which the International Institute for Cot-
ton continues to be faced, and hopes that a
solution will be found which ensures IIC’s
continuation and valued contribution.

Finally, we are concerned by the practical
diffictities being encountered by internatio-
naltraders because of the enactment of stem
environmental legislation. We accept the need
to act with absolute responsibility towards our
environment, but the introduction of laws
pressed by special sectors and introduced
without regard to practicability y can form and
do form barriers to international trade. We cite
as an example the recent introduction of legis-
lation in one particdar country which requires
the supplier/producer to take back, if required
to do so by the customer, ~ commodity pack-
aging. This new law may be extremely dif-
ficult and expensive to implement with regard
to cotton. It may therefore restrict trade into
the country concerned, and any other country
that is so minded.

On behalf of CICCA, I wodd like to express
my sincere thanks to the ICAC Secretariat and
the organizers, and also the Government of
the UK, for all of the work put into this Plen-
ary Meeting.

Statement of the Institut de
Recherches du Coton et
des Textiles Exotiques

(IRCT)

In the first place, may I thank the Government
of the United Kingdom for having taken dl
necessary steps so that this 51st Meeting is
perfectly organized. We will go home with a

good idea of the connection between cotton
and Liverpool.

I dso wish to thank you, hlr. Chairman, for
giving us an opportunity to present, and,
above all, explain, the major reform currently
taking place in IRCT. Many of you have al-
ready heard about it.

For the last two decades, IRCT has been itt-
volved in a major reform of the French tropi-
cal agriculture research stmctures. Some
steps were already taken in 1985, when CER-
DAT established CIRAD (Centre de
Coo@ration intemationale en recherche
agronomique pour le d6veloppement). IRCT
lost part of its autonomy when it became a
department of that large institution. On the
other hand, as you had an opportunity to see
when we met in Montpelier, IRCT has in-
creased considerably its research potentird
when it became part of the research center in
that city.

A s~ond, more important step was taken on
Jtiy 1, 1991. In order to meet the specird
chdenges confronting the developing
countries and to better integrate agronomic
research, CIRAD established a major depart-
ment, CIRAD-CA, to detd with annual crops;
this new department now groups together dl
the research workers who deal with annual
crops in rotation with cotton. The IRCT re-
search team is under this Department, work-
ing mostly under an individualized program
called “wtton farming” (culture cotonni2re
paysanne).

Under the new system, the team will have
available increased research facilities and will
be in a position to undertake programs leading
to resdts which are folly expected by the
eminent delegates to this meeting.

We see an opportunity to increase the leading
role of cotton cultivation in the rural develop-
ment of these countries through a better in-
tegration, partictiarly in order to protect the
environment, provided that economic condi-
tions arc favorable.

I take this opportunity to thank the eminent
delegate from Paraguay who, in his statement,
has been kind enough to say that we were
responsible for the development of cotton cd-
tivation in his country, which has been ex-
traordinary, fmm the dual standpoint of both
quality and quantity. I had the great pleasure,
last year, to attend the 25th anniversary of our
continuing cooperation with Paraguay, which
is exemplary.

It is my pleasure to introduce now my succes-
sor as leader of this team, whose efficiency in
the field is known by many of you. My suc-
cessor, Mr. Mich4 Deat, is an agronomist
who has been working with IRCT for several
decades, which is a guarantee of continuit y in
a changing situation. He til. as I usually did.

present a ,bnef account of the main results
achieved by IRCT during the last year and,
more interestingly, explain the major current
and future trends of his programs and, by way
of a consequence, the results we hope to
achieve.

As for me, Mr. Chairman, Mr. Secretary
General, I must tell you how rewarding it has
been for me to attend your yearly meetings
and to welcome you in Montpcllier. Although
I am now saying “goodbye” here, I hope to see
again the many friends I have in this room and
elsewhere.

Statement of CIRAD-CA

The current cotton program is a continuation
of the IRCT program, with the same team of
61 researchers in the fields of agronomy,
variety improvement, entomology, fiber and
seed technology, biometry and economics.

At the present time, we are working in two
major directions:

● continuation of our cooperation with re-
search organizations in Africa (mostly in
French-speaking countries),

● strengthening and redeployment of our
cooperation with other partners around
regional poles:

. Turkey, for the Mediterranean and the
Near-East

. Thsilan& for South-East andpeninsular
Asia

. Costa-Ri~ for Central and Andean
America

. Paraguay, for the Southern Cone of
Latin America

Research activities in these countries are
many and vaned. However, they are
developed along some major themes:

● In the field of entomology, we have
developed new methods which enable
small farmers to progressively change
from systematic chemicrd applications to
a system of integrated pest management.
This technology is used in Cameroon on
a large scrde.

Special attention is devoted to the root-causes
of stickiness, i.e. aphids and whiteflies. Here
again, we are working towards a program of
integrated management using agronomy,
genetics and entomology.

● In the field of genetics, we are continu-
ing with the development of a gossypol-
free cotton with a high ginning ratio and
high qurdity fibers. This mtton is cur-
rently cdtivated in Benin and in Cote
d’Ivoire. A research program is soon to
be undertaken in Thailand. Cdtivation
of goss ypol-free cotton provides for a
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better use of seeds and their derivatives,
and for their increased use as feed for
monogastric animals, man included.

Research is also conducted to introduce in the
cotton genome some genes which wodd pro-
vide a resistance to insects, in order to obtain
new vaneties which wodd require less insec-
ticide applications and therefore wodd better
protect the environment.

● In the field of technolog y, we are work-
ing to solve the stickiness problem. We
have developed a machine, called ther-
modetector, which measures the amount
of stickiness; we are now developing an
industrial process to avoid the draw-
backs brought about by stickiness during

spinning. A ficense is pending ~d we
hope that it will be granted shortly.

Such are, very briefly, the current works
which are an extension of the achievements of
fRCT.

Statement of the
European Community

As representative of the European Com-
munity, I would like to reiterde the
Community’s support to ICAC as the leading
international org;kzation for cotton.

The production of textiles and clothing is still
an important segment of our industrial ac-
tivity. Since cotton is the most important
production input of the textile industry, it is
evident that market development in cotton is
of the utmost interest to the European textile
industry. In this respect ICAC has an impor-
tant role to play.

Production

In the European Community, ordy Greece and
Spain are producing cotton. Italy started as
well some years ago but production is still at
an experimental stage.

For the 1991/92 campaign the area under cti-
tivation in the Community was 311,500 hec-
tares, against 352,000 hectares during
1990/91. Provisioned estimates for 1992f93
indicate an area of 397,000 hectares.

Expressed in fiber, production during cam-
paign 1991/92 was 296,000 tons. Because of
increased area under cdtivation in Greece,
fiber production in 1992/93 is estimated to go
up to 366,500 tons.

Trade

Imports of raw cotton in dendar year 1991,
which had reached a record level of 1,132,000
tons in 1990, went down to 945,000 tons, a
drop of more than 16%. This drop gives
evidence of the reduced spinning activity in
the European textile industry, where produc-
tion of cotton yam fell by 1.8~0 in 1990 as
compared to 1989, and by 5.2% in 1991 am-
pared to 1990. The present weakness of the
market has led to the closure of numerous
spinning mills in many member states.

There has been no fundamental change in the
distribution of raw cotton imports amongst
member states. Italy continues to occupy the
first place as importer, followed in decreasing
order by Germany, Portugal, France, Spain
and other member states. The Netherlands and
Denmark are however ordy marginrd raw cot-
ton importers.

If we look at the suppliers side, the ex-USSR
bypassed the USA and took the position of
principal supplier but the USA are closely
behind in this race. Turkey, Argentina,
Paraguay and Syria are immediately behind,
ah~ of some African countries from which
the CommuNt y traditionally imports raw cot-
ton.

Exports of raw cotton stood again at around
95,000 tons. In addition to EFTA countries
and Central Europe as traditional buyers of
raw cotton, it was surprising to note that our
statistics also indicate exports of 11,000 tons
to China (Mairdand).

Consumption

Apparent consumption in calendar year 1991
can be estimated at around 1,136,000 tons
compared to 1,350,000 tons in 1990. This is a
drop of 214,000 tons or almost 20%, again a
confirmation of the weakness of the market.

Cotton Yarn

Imports of cotton yam in 1991 reached again
a high level (295,500 tons) which even ex-
ceeds the 1990 level by 10,000 tons. The
Community has been criticized on various
occasions for its protectionist textile policy,
but if one considers that despite quotas for
cotton yam applied against our main suppliers
we are still importing almost 300,000 tons

with raising tendency, the policy cannot be so
restrictive.

I wodd however like to state before this
gathering the serious concern of our industry
about prices at which cotton yarn is being
offered by some exporters, which have forced
the Commission to apply anti-dumping duties
in two cases.

The ranking of supplier countries has not
changed and we have Turkey again as number
one, followed by Egypt, Brati and India.

Exports of cotton yam, which traditionally go
to E~A and Mediterranean countries stand at
43,000 tons.

Persp4v=

Some reference was rdready made to the dif-
ficult textile market in Europe underlined by
a stagnation and even a decrease of demand.
Because of the weakness of the US dollar,
Euro~n textile exports are rdso on the
decline. As a resrdt of all these different fac-
tors, industrial production in the textfle sector
has been slowing down in most of ourmemkr
states in 1991 and that situation has not im-
proved in the first semester of 1992. But as it
was stated last year in Antalya, there are no
reasons to fear that cotton would suffer more
than any other fiber from the impact of the
current recession.

In Europe, cotton continues to benefit from its
good reputation as a nuturalfiber. A growing
ecologicrd awareness of those values by con-
sumers shotid give cotton an advantage in
comparison to other fibers.

Finally, a word concerning the Uruguay
Round negotiations in Geneva which have
still not been concluded contrary to our
wishes.

By the end of 1991 a draft agreement on the
gradual integration of textiles into the GA~
had been negotiated and is still on the table.
However, the Community has always made it
clear that the approval of this draft agreement
is otdy possible provided the remaining
negotiations on market access in textiles are
ftily satisfactory and the acceptance of
strengthened GA~ roles and disciplines by
all negotiating parties. In this mnnection,
double pricing policies for raw cotton by some
cotton producing countries represent an unfair
practice for our textile industry which those
countries should give up in the interest of a
more equitable international trade in cotton.
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Steering Committee

First Meeting

Monday, September 28, 10:00 am
Mr. Ben Chapman in the Chair

The Secretary General introduced Mr. J. K.
(Ben) Chapman, Director of the Department
of Trade and Industry Merseyside of the
British Government, who had been designated
by the host government as Chairman of the
51st Plenary Meeting. The Secretary General
noted that Mr. Chapman had served with the
British Government for more than thirty years
in positions involving matters of aviation,
shipping and trade. He further noted that Mr.
Chapman had served in the economic and
commercial offices of the British Embassy in
Dar es Srdaam, TanzaniW Accra, Ghana; and
most recently, as Commercial Counselor, in
Beijing, China. The Secretary Gened men-
tioned that Mr. Chapman was not a stranger
to international commodity affairs, as he had
chaired sessions of the International Rubber
Study Group and the International Natural
Rubber Organization as a part of his duties
with the British Government.

The CHAIRMAN thanked delegates for com-
ing to the United Kingdom and welcomed
them to Liverpool. He then introduced Mr.
David Burnikeli of the Department of Trade
and Industry, Textiles and Retailing Division
in London, who was to serve as First Vice
Chairman of the Meeting, and Mr. David
Stern, Director of the cotton trading company
of Weil Brothers and Stem Ltd. of Liveqool,
who was to serve as Second Vice Chairman.

The CHAIRMAN noted that the proposed
Agenda and Timetable for the 51st Meeting
had been distributed to delegates with the
documents of the Meeting. This Agenda, he
said, had been prepared by the Standing Com-
mittee in Washington. He asked delegates for
their comments.

The delegate of ARGENTINA greeted the
delegates to the Meeting and thanked the
British authorities for their welcome to Liver-
pool. With regard to the Agenda, the delegate
referred to his comment at the end of the 50th
Plenary Meeting that perhaps in Liverpool
delegates to the ICAC wodd be able to see
higher cotton prices. Unfortunately, that was
not the case he said. Given the current situa-
tion, the delegate said that there was a need to
have adequate time to exchange ideas and to
discuss the issues involved. The delegate
hoped that there wotid be enough time in the
Agenda for the meeting for this discussion.

The delegate of SUDAN thanked the United
Kingdom for their welcome and hospittity.
As the First Meeting of the Steering Commit-
tee was a procedural meeting, he said that he

had noted that certain subjects, which had
been discussed in the Standing Committee in
Washington and not resolved were not on the
formal Agenda

The CHAIRMAN said that he took note of the
concerns of the delegates of Argentina and
Sudan. He reaffirmed the central function of
the International Cotton Advisory Committee
to serve as the international forum for discus-
sion of matters related to cotton prices. He
said that the timing of the Agenda wodd be
adjusted to make sure that there was adequate
time for discussion. With these comments, he
declared the Agenda adopted as presented by
the Standing Committee.

The CHAIRMAN adjourned the Steering
Committee at 1025 am until its next
schedrded meeting at 8:30 am on Tuesday
morning and declared a five minute recess to
allow the seating of observers.

Second Meeting

Tuesday September 29, 1992,8:30 am
Mr. David Bumikell in the Chair

The CHAIRMAN asked the Secretary
General to present the work program to be
followed in 1992/93.

The Secretary General said that the work pro-
gram of the committee includes activities in
the areas of economics and statistics, techni-
cal information and support for the role of the
Committee as a forum for discussions on mat-
ters related to cotton prices. He noted that in
the area of economics and statistics, the
Secretariat plans to continue the annual pub-
lication of six issues of CO~ON: Review of
the World Situation and two issues of the
World Statistics Btiletin, to improve its as-
sessment of the world cotton market and to
cooperate with FAO in the development of a
long-inn model of the world cotton industry.
He added that trade matrices will be used to
forecast 1992/93 trade flows and that it is
anticipated that the Secretariat will be asked
to prepare additional analyses on aspects of
government policies affecting cotton prices.

In the area of technical information, the
Secretary General said that the Secretariat
will continue to carry out its function of col-
lecting and disseminating information on cot-
ton research and facilitating cooperation
among researchers. He said that four issues of
THE ZCACRECORDER are planned, a review
article has been commissioned and that, in
addition to the new survey on the cost of
producing cotton prepared for the 51st Plen-
ary Meeting, in 1992/93 the Secretariat will
update its information on cotton production
practices. The Secretary General rdso noted

that the Secretariat had contracted with a con-
sdtant to provide an inventory of cotton re-
search programs ad problems in South East
Africa and that in regard to forum activities
the Secretiat continues to print documents
and provide language services for plenary
meetings. The CHAIRMAN asked delegates
for comments. A working paper on the work
program is attached.

In absence of comments on the work program,
the CHAIRMAN asked the Secretary General
to present the recommendations of the Stand-
ing Committ= for the election of officers of
the Standing Committm for 199~3.

The Secretary General said that Mr. Guiller-
mo Ramos of Mexiw was nominated as
Chairman, Mr. Ali Kamme of Tanzania was
nominated as First Vice Chairman and Mr.
Fumio Yawata of Japan was nominated as
Second Vice Chairman.

The delegates of the UNITED STATES and
AUSTRALIA seconded the nomination.

The CHAIRMAN seeing no objections
declared the slate of officers recommended by
the Standing Committee.

The CHAIRMAN asked for other comments
from delegates.

The delegate of SUDAN thanked the United
Kingdom for hosting the Plenary Meeting and
the Executive Director for his efforts of the
past year and in particdar for the good work
on the US policies, although these efforts have
not pointed out what codd be done to improve
the situation. The delegate added that sub-
sidies and costs shodd be minimized and sup-
ported the initiative of the United States to
work under the GA~ framework. The
delegate noted that the report of the Chairman
of the Standing Committee mentioned two
projects to be submitted for financing to the
Common Fund. He said such projects shodd
favor developing equatorial countries and that
benefits should be for all cotton countries. The
delegate proposed that the Secretary General
provide a summary of the important decisions
that have been taken in these matters.

The Secretary General said that two delegates
had supported the establishment of a worldng
group to further study government policies
affecting cotton prices. The working group
will meet in Washington following the Plen-
ary Meeting.

With regard to the second issue the Secretary
General referred delegates to the report of the
Chairman of the Standing Committee and the
minutes of the First Plenary Session. The
Secretary General reviewed briefly the status
of the projects submitted to the Standing



PROCEEDINGS OF THE 51 ST PLENARY MEETING 65

Committee and said that the first project
proposed by the World Bank to study cotton
production prospects in the 1990s, after being
revised several times, went to the Executive
Board of the Common Fund which suggested
that the Common Fund cotid otdy provide
50% of the proposed budget of the project. A
revised project was endorsed by the Consdt-
ative Committw at the end of August and the
project is likely to be approved by the Execu-
tive Board at its next meeting in October. The
Secretary General noted that so far there have
been five projects approved by the Common
Fund and that the process has been very long.

In regard to the second project on Research
and Development of Cotton Production in the
Tropics, presented by the Government of
Colombia, the Secretary General said that the
Standing Committee has asked many ques-
tions and received many answers from the
Government of Colombia In the last meeting
of the Standing Committee, he said, several
countries expressed their reservations about
the project, and the Standing Committee
asked the Secretariat to summarize these
reservations so that the Government of
Colombia could provide answers for any
remaining questions.

The Secretary General said a third Project on
the Prevention and Control of the Boll Weevil
has been proposed by the Governments of
Paraguay and Argentina. The Secretary
Generrd said that the project was to be forsnal-
ly presented at the next Standing Committee
Meeting and that some countries had made
positive comments.

A fourth project on the development of En-
vironmentally Safe Integrated Pest Manage-
ment System for High Qurdity, Nonsticky
Cotton was presented by the Government of
Israel as a pre-proposal. The project was well
received by delegates of some countries who
saw merit in the project proposal, the
Secretary General reported.

The delegate of SUDAN said that this project
shotid benefit more than one country and
expressed the view that the Sudan is the most
suitable country to initiate research on cotton
on these topics. The Secretary General said he
would take Sudan’s comments to the Standing
Committee.

The delegate of the UNITED KINGDOM
welcomed all delegates to his country and, in
reference to the Common Fund, said that the
United Kingdom shared the concern of the
delegate of Sudan with respect to his state-
ment that projects should benefit a larger
number of countries. However, the delegate
said that, while a year ago the belief was that
there wotid be not enough projects, the fact
that four projects have been proposed in one
year and one of them nearly approved can be
called a success. The delegate noted that the
organizations that have had projects approved

by the Common Fund had already-defined
procedures for project consideration. He
noted that the United States has made a
proposal to increase the number of high
qutity projects that shodd be considered.

The Secretary General informed delegates
that the delegate of the United Kingdom
referred to a proposal by the United States to
create a working group to consider modalities
for project generation and prioritization. The
Secretary General added that in the last Stand-
ing Committee Meeting on September 10 it
was agreed that a drafting group meet to in-
itiate the process.

The CHAIRMAN adjourned the Steering
Committee Meeting at 9:30 am.

ATTACHMENTS

Working Paper Prepared
by the Secretariat on the

Work Program of the
Committee

The Work Program of the Committee in
1992193 was approved by the Standing Com-
mittee on June 10, 1992, with passage of the
1992J93 budget resolution. The Work Pro-
gram includes activities in three areas:
Economics and statistics; technical informa-
tion; and support for the role of the Committee
as the forum for discussions on matters related
to cotton prices.

Econdcs and Statistics

In carrying out its responsibilities in
Economics and Statistics, the Secretariat
plans to continue to publish six issues of COT-
TON: Review of the World Situation. Included
will be two issues of the World Statistics
bu~etin, in October and April. The Septem-
ber-October issue of the Review and BuUetin
are documents of this meeting. Returning to
normal practice, the September-October
Review includes the Annual Review of the
World Situation and is translated into the five
official languages of the Committee. Other
issues of the Review will be published in
English, French and Spanish.

The Secretariat will continue to make efforts
to improve its assessment of world cotton
production, consumption, trade and prices and
textile industry activity. Cooperation with
FAO ~ntinues in the development of a long-
run model of the world cotton industry. The
output of this model will be a set of forecasts
of world cotton consumption, production,
trade and prices by major countries and/or
groupings of countries in the year 2010. While
the forecasts themselves will be a useful
product, working with FAO assists the
Secretariat in improving and quantifying its
estimates and forecasts of textile mill con-

sumption, textile end-use consumption and
production.

For the last several years, the Secretariat has
worked to improve its reporting of trade flows
in raw cotton. The numbr of countries in-
cluded has increased. Trade matrices have
been developed to show the extent to which
repotted export flows match reported import
flows. In a paper to be delivered later in this
meeting, the trade matrices will be used to
forecast 1992/93 trade flows.

In the last year the Secretariat was asked by
the Standing Committee to prepare anrdyses
of aspects of government policies affecting
cotton prices in two countries. Copies of these
papers have been made available to delegates
at this meeting. It is anticipated that the
Secretariat will be asked to prepare similar
analyses for other countries during the @urse
of 1992J93.

TdsdcalInformation

The Technical Information Section of the
Secretariat will continue to carry out its fun-
tion of collecting and disseminating informa-
tion on cotton res~ch and facilitating inter-
national cooperation among research
workers.

It is planned to publish four issues of THE
ICAC RECORDER in 1992193 The Septem&r
issue is a document of this Meeting. In addi-
tion, a review article on Short Fiber Content
and Uniformity Ratio in Cotton has been com-
missioned and will likely be published in
early 1993. This article will be the fourth in
the series. The first three review atticles were
on Cotton Fibre Impurities, Stickiness in Cot-
ton and Biotechnologyy of Cotton.

Also included in the documents of this meet-
ing is a new survey on the cost of producing
cotton in 1990/91. The survey represents the
responses of 22 member countries in 41
production regimes. Comparisons of costs
among countries have been made in the report,
to the extent that the reporting permits. As
delegates will realize, cost estimates in in-
dividual countries are a function of institu-
tional arrangements involving land owner-
ship, provision of some inputs directly by the
state and ginning. It is hoped that the survey
will be usefti to both exporting countries,
who will be able to compare their costs with
those of other suppliers and importing
countries, who will be able to see the basis for
cotton prices.

In 1992/93, the Technical Information Sec-
tion will update its information on cotton
production practices, through a new survey.
The last survey on cotton production practices
was published in 1989. Member countries are
urged to assist the Secretariat with the infor-
mation for this report.
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WORK PROGRAM OF ICAC BY FUNCTION

Budget Budget Actual Budget
1990/91 1991192 1991192 199D3

Toti Budget (US$OOO) 1034.4 1088.7 1082.7 1134.4

Percent

Econondcs and statistics 40.7 40.1 44.2 41.4
salarie.5 27.2 27.8 30.6 29.5
Printing 1.7 1.7 1.4 1.6
Travel 1.6 1.7 2.0 2.5
Training and Support 1.9 1.1 1.5
Language Services .6 .6 .8 .5
Communication 3.2 2.6 2.5 2.6
~Ice Expenses 4.5 4.7 5.4 4.7

Technical Information 17.0 17.2 14.5 17.8
salaries 10.7 9.8 8.4 9.7
printing .4 .4 .6 .3
Travel 1.5 1.2 .9 1.2
Training and Support 1.5 1.4 1.6 3.0
brrguage Servim .7 .9 .7 .9
Commuaiutions .6 .6 .6 .7
~Ice Expenses 1.8 3.0 1.7 2.0

Forum 42.3 42.7 41.3 40.8
Salaries 21.7 22.8 22.1 21.8
Printing 2.4 1.8 1.4 1.6
Travel 4.4 4.6 4.3 4.1
Language Smites 5.3 5.3 5.8 5.1
Communications 2.4 2.0 1.9 2.0
~Ice Expeases 6.2 6.2 5.8 6.2

Total ICAC 100.0
Salaries

100.0 100.0 100.0
59.5 60.3

Printing
61.1 61.0

4.5 3.9 3.4 3.5
Travel 7.4 7.5 7.2 7.8
Training and Support 3.4 2.5 3.1 3.0
Language Services 6.6 6.8 7.3 6.5
Communications 6.1 5.2 5.0 5.3
~1~ Expenses 12.5 13.9 12.9 12.9

In the final chapter of the Committee’s expen- The Executive Director welcomes the com-
ment in provih:ng limited financial support to
regional cooperative efforts in cotton produc-
tion research, the Secretariat has contracted
with a consdtant to provide a inventory of
cotton research programs and problems in
South East Africa. Following the receipt of
this report, the Secretariat will report to the
Standing Committee in Washington on the
results of its efforts to assist regional coopera-
tion. Funding was originally provided in
1989/90 on a one-time basis for assistance to
efforts in each of four regions: South Asia, the
Mediterranean and Middle East, Latin
America and Africa.

Forum

The Secretariat continues to prepare and print
documents and provide language services for
plenary meetings of the Advisory Committee
and for the meetings of the Standing Commit-
tee in Washington. The following table
presents the distribution of the budget of the
Committee by function. Administrative and
financial management functions are included
under Forum.

ments of delegates regarding the planned
work program for 1992/93 and suggestions
for the future. Under the Rrdes, the Executive
Director prepares a draft budget and plan of
work for the coming year for the consideration
of the Standing Committee in the April-June
period.

Working Paper on the
Election of Officers of the

Standing Committee

The Nominating Committee ~ed for in the
Rules and Regulations of the International
Cotton Advisory Committee met in
Washington on May 14, 1992.

Present were the delegates of Argentina,
Australia, Brazil, Cameroon, China maiwao),
Colombia, Egypt, Greece, India, Itrdy,
Mexico, Pakistan, Peru, South Africa, Spain,
Turkey, the United Kingdom, the USA and
Zimbabwe.

Mr. Marcel Dimo of Australia was elected
Chairman.

The Nominating Committee recommended to
the Startding Committee that Mr. Guillerrno
Ramos, the delegate of Mexico, be nominated
as Chairman of the Standing Committee for
the coming yea~ that Mr. Tetsuro Kai, the
delegate of Japan, be nominated as First Vice
Chairman; and that Mr. Ali A. Kamme, the
delegate of Tanzania, be nominated as Second
Vice Chairman.

At its 390th Meeting, the Standing Committ=
accepted the recommendation of the Nominat-
ing Committee. However, following the 390th
Meeting Mr. Kai of Japan was reassigned
from Washington to Tokyo. At the 391st
Meeting of the Standing Committee, on Sep-
tember 10, 1992, it was decided to propose
Mr. Karume of Tanzania as First Vice Chair-
man, replacing Mr. Kai, and Mr. Fumio
Yawata, the new delegate of Japan, as Second
Vice Chairman.

The following slate of officers for the Stand-
ing Committee in the coming year is proposed
to the 51st Plenary Meeting of the Advisory
Committee:

Mr. Ramos, Chairman
Mr. Karume, First Vice Chairman
Mr. Yawata, Second Vice Chairman

Third Meeting

Friday, October 2, 1992,9:00 am
Mr. Ben Chapman in the Chair

The CHAIRMAN cded on Dr. Rafiq
Chaudhry of the Secretariat to present the
Report of the Chairman of the Committee on
Cotton Production Research, in the absence of
Mr. David Stem.

On behalf of Mr. Stern, Dr. Chaudhry sum-
marized the papers which were presented
during the techrrid seminar held on October
1 on the topic “Cotton Marketing Systems and
Quality Evrduation.” He reported that the
Committee on Cotton Production Research
chose the topic “Yield Constraints in Cotton
and Producing Quality Cotton under Rainfed
Conditions” as the topic of the 1993 seminar.
He also noted that participants in the seminar
were briefed on the forthcoming World Cot-
ton Research Conference to be held in
Australia in 1994. The Report of the Chairman
of the Committee on Cotton Production Re-
search is attached.

The CHAIRMAN cded on Mr. David Bur-
nikell, Chairman of the Drafting Group, to
present the drafi statement of the 51st Meet-
ing. Mr. Bumikell noted that delegates had
worked long and hard the previous evening
and had agreed on the statement which was
before the Steering Committee.
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The CHAIRMAN asked for the comments of
delegates. There being none, he declared the
draft the Statement of the 51st Meeting. Fol-
lowing this conclusion, the CHAIRMAN, at
the request of the delegate of ARGENTINA,
asked the Secretary General to read the State-
ment.

The CHAIRMAN noted that the Meeting con-
firmed the Committee’s acceptance of the in-
vitation of the Government of India to hold the
52nd Plenary Meeting of the ICAC in New
Delhi, India, October 10-15, 1993.

The CHAIRMAN, on behalf of the Commit-
tee, also accepted the invitation of the
Government of Brazil to hold the 53rd Plenary
Meeting in Recife, Brazil, in 1994.

There being no further business, the Chairman
closed the meeting of the Steering Committee,
declaring a short recess before beginning the
Closing Plenary Session, to allow the seating
of observers.

A~ACHMENT

Report of the Chairman of
the Committee on Cotton

Production Research

David Stern

The Seminar of the Committee on Cotton
Production Research was held on the topic
Cotton Marketing Systems and Quality
Evaluation. Papers were presented by eleven
speakers from Australia, Egypt, India, Pakis-
tan, South Africa, Turkey, UK, USA and the
International Textile Manufacturers Federa-
tion.

Mr. John Curran, Vice Chairman of the ITMF
Spinners Committee presented a paper on the
qutity needs of the spinning industry. He said
the Spinners Committee is a vehicle of com-
munication between spinners and all parties
involved in cotton: Breeders, ginners, mer-
chants, government bodies and machine
manufacturers. Mr. Curran noted that HVI
testing has provided a more objective evalua-
tion of fiber characteristics; however, spin-
ners require the addition of tests for short fiber
content, maturity, neps and stickiness. He
highlighted the need for cooperation between
the breeder and the spinner to develop types
of cotton suitable for the industry. He referred
to cotton contamination, which is becoming
of more concern to the textile industry.
ReRarding short fiber content, he proposed
au~lving ~ reduction to the fiber len~th rnem-. . .
uremen~ if the short fiber content ~eaches a
certain limit. He also advocated improved
ginning practices and urdformit y in bale size.

Professor Richard Horrocks and Mr. Trevor
Rowe, School of Textfle Studies, Bolton In-
stitute, UK, presented a joint paper. Professor

Horrocks spend out today’s requirements of
the modem spinning industry: In the case of
ring, rotor, airjet and friction spinning, the
most important characters for fiber are length,
strength and fineness respectively. Mr. Rowe
noted that the total strength realization of the
fibers in the restiting yam is decreasing in
new spinning techniques, thus creating the
need for stronger fibers for tomorrow.

Mr. Robert Baird, Queensland Cotton,
Austrfia, presented a paper on How
Australian Farmers Benefit from HVI Clas-
sification. He said HVI is used to test about
50% of the toti production in Austrrdia. He
was of the view that HVI testing has con-
tributed to the development of superior
varieties of cotton. He also explained how
some agronomic practices, for example
defoliation, could be adjusted based on HVI
measurements. He said this use has con-
tributed to the improvement of fiber charac-
teristics and thus higher premiums paid to
growers in Australia.

A paper on HVI’S contribution to cotton
quality improvement was presented by Mr.
Kenneth Howland from the United States
Department of Agriculture. He said determin-
ing the quality of cotton while it is still in the
hands of the farmer is extremely important,
and it is possible through HVI classification.
Quoting an example from one of the areas in
Texas, he explained how HVI classification
has helped to improve fiber strength and
staple length. He said that the entire cotton
industry in the USA and worldwide is eager
to add a reliable maturity and short fiber con-
tent measurement to the systems. He also
mentioned the forthcoming change in the
USDA’s classification system in 1993 to
separate grade into components of color and
leaf so that their impact on the processing
efficiency and quality of the end product may
be independently assessed in the buying and
processing of cotton.

Dr. Hassan A. Khedr, Ministry of Agriculture,
Egypt, presented an overview of the cotton
marketings ystem in Egypt. He said the cotton
industry in Egypt has seen three important
stages: A liberal form of trade characterized
by a direct contact betw-n the buyer and
seller; a mix of liberal trade and government
intervention; and monopoly of the gover-
nmentthrough cooperative marketing. He said
a new program was launched in 1991, linking
domestic prices with international prices. He
said the Cotton Commodity Exchange will be
revived not later than 1995.

A second paper from Egypt was presented by
Mr. Galal El Rifai, Cotton Arbitration and
Testing General Organization, who described
the grading system followd in Egypt. He
explained in detail the mechanism of qualit y
preservation in roller ginning. He mentioned
that the knives are adjusted according to the
variety, grade, size of the loctie, fiber length,

strength and trash contents so that the fibers
are least damaged during ginning.

Mr. Johan Gillen from South Africa reported
that 60% of the toti production is sold as seed
cotton by the growers in his country. He
showed the correlation between seed cotton
and lint grades. Mr. Gillen said that the estab-
lishment of SA cotton standards has brought
about a generrd improvement in the quality of
South African cotton, which will certairdy
contribute to better economic returns to the
farmers and spinners alike. The other benefit
of seed cotton grading observed in South
Africa is fewer claims. He was of the view that
both factors had contributed to higher return
to the farmers in South Africa.

Dr. Sebahattin Gazanfer, Aegean Exporters
Union of Turkey, reported that cotton is an
important commodity of the Izmir Stock Ex-
change and that the establishment of a cotton
futures market in Izmir is a very viable
proposition.

Mr. Ashfaq Ali, Karachi Cotton Association,
said that a good merchant should take into
account qurdity measurements right from the
beginning and from the stage the cotton
reaches the gins as qutit y measurements con-
tribute to profitabilityy.

Mr. Prafdl Bhatt, All India Cooperative Cot-
ton Federation Ltd., India, presented a paper
on the role of the cotton marketing system in
achieving quality cotton. He regarded the
sample room a nerve center of the wtton
merchant’s office. He said cotton marketed by
cooperatives has usually brought a premium
because of a higher qurdity standard.

The last paper was presented on arbitration of
quality differences in cotton by Mr. Arthur
Aldcroft of Weil Brothers and Stem Ltd., UK.
He remarked that arbitration is a sensible and
sound way for trading partners to settle their
differences rather than by reference to a court
of law. He explained how arbitrators are ap
pointed and what they study to resolve dis-
putes. He said that a few international con-
tracts allow for a premium to be paid to a
seller should he ship cotton of higher quality
than required by the contract. He also gave
details of the appeal process.

The comrnittw discussed the topics for the
1993 Technical Seminar. Proposals from the
Secretariat had been presented in a working
paper. Support was offered for a combined
program on yield constraints and quality is-
sues in rainfed cotton. It was also suggested
that a seminar be held on ginning. It was
decided to hold the seminar on the topic
“Yield Constraints in Cotton and Producing
Quality Cotton under Rainfed Conditions”.

Participants in the meeting were also briefed
on plans for the World Cotton Research Con-
ference to be held in Australia in 1994.


