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ABSTRACT

In the complex journey from seed to shop floor, cotton goes through several stages. More than 70 countries produce and export
cotton, while many developed and developing countries depend on imports of cotton lint for their spinning and textile industries.
Global cotton consumption has regularly increased alongside cotton production and global population and is now estimated at
26 million tons. Cotton trade and production are highly distorted by policy support extended to cotton producers which has been
greatest in the US, followed by China and the EU. It should be noted that while the cotton industry in all cotton producing countries
benefit from indirect support provided to the agricultural sector, in general, between half and three quarters of the world cotton
production receive direct support during most seasons. Support to the sector in India is expected to result in continuous growth in
cotton mill use. The industry, however, faces several challenges, including technological obsolescence, high input costsand poor
access to credit. To address these issues, the government has implemented several subsidy schemes and is currently developing

a new textile policy for the overall development of the sector.
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Subsidy is a fast tool to decrease the cost of productivity
which leads to decrease the final price in order to increase
the comparative advantage, trying to gain high income with
lower profit from exporting high amount of production.
The global economy has become reliant upon extensive
government intervention in the form of subsidies, both direct
and indirect, to support specific economic sectors (e.g.
agriculture) or to support a policy objective (e.g. food
security, self-sufficiency). Subsidies are a form of financial
benefit provided by the government (e.g., cash transfers
and tax concessions) conferred on producers and consumers
of goods and services, that render the value of the output
lower than its full economic cost, i.e., lower than the market
price. Subsidies normally aim to promote activities that
governments deem beneficial to the economy and society,
such as food security and improving rural livelihoods.
Subsidies create spillover effects in other economic sectors
and industries. Cotton subsidies have remained a contentious
issue in international trade and negotiations at the World
Trade Organization (WTQ). Farmers of developing and
least-developed countries (LDCs) complain that the massive
support provided by developed countries, especially the United
States, has rendered cotton production uncompetitive in
the Global South, leading to a disastrous impact on
agricultural growth, export earnings and farmers’ welfare.

In the complex journey from seed to shop floor, cotton
goes through several stages. Cotton must be grown,
harvested, processedand spun into a yarn that is ready to
be woven or knitted into a fabric, before being transformed
into a finished product. About 64 per cent of all cotton fibre
produced around the world is used in apparel, with the
remainder mostly used in home furnishings. In addition to
the soft white fibre of the plant, the cotton seeds are also
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harvested for animal feed, cooking oil and industrial
applications. Zooming in on the agricultural stage of this
global supply chain, the majority of cotton is grown in the
US, China, India and Pakistan, in addition to other countries
such as Uzbekistan, Turkey, Israel, Argentina and Australia.
India alone produces 25 per cent of the world’s cotton,
sustaining the livelihoods of 5.8 million farmers, the
majority of whom are small-scale farmers cultivating land
less than 2 hectares in size. In India’s textile industry,
nearly 60 per cent of all raw materials are made up of
cotton. The textile industry also makes up about 7 per cent of
the industrial output and contributes about 12 per cent to
the country’s export earnings.

Overview of the world cotton market
The supply side: Production and exports

More than 70 countries produce and export cotton, while
many developed and developing countries depend on
imports of cotton lint for their spinning and textile industries.
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From 2003 to 2022, global cotton production increased
by 22 per cent; it is now estimated at 26.13 million tons.
After being the top cotton producer for many years, China
has now been overtaken by India, whose production was
to the tune of 5.9 million tons in 2021-22, representing
23 per cent of global production and China’s production
has decreased slightly to 22 per cent still making it the
second largest global cotton producer at 5.73 million tons
(Table 1) followed by The United States with 3.96 million
tons (15 per cent of global production). Brazillian cotton
production increased from 6 to 10 per cent of the global
total during the reference period, making Brazil the fourth
largest cotton producer in the world today, as well as a key
exporter. Global cotton production is highly concentrated
with these four largest producers accounting for 71 per cent

Table 1: World cotton production 2003 to 2022.

of total production. In addition, with the exception of the
United States and Australia, cotton production occurs mainly
in developing and emerging countries (more than 80 per cent
of global production comes from these two groups).
However, West African and Central African countries, which
are part of the Franc Zone and at the heart of the Cotton
Initiative, account for only 4 per cent of global production.
Cotton is a minor component of economic activity in
industrialised countries, accounting for only 0.12% of total
merchandise trade, but its production plays a major role in
some least developed countries in West and Central Africa.

Almost 30 to 40 per cent of the cotton produced in the
world is exported, totalling 8 to 10 million tons. With the
exception of China, the main cotton producers are also the
main cotton exporters. The global cotton market is thus

2003-04 2021-22
Country - -
Production ‘000 tons Share % Country Production ‘000 tons Share %
China 5276 24.97 India 5900 22.93
USA 3975 18.81 China 5730 22.27
India 3043 14.40 USA 3963 15.40
Pakistan 1708 8.08 Brazil 2678 10.41
Brazil 1309 6.20 Pakistan 981 3.81
Turkey 910 4.31 Uzbekistan 940 3.65
Uzbekistan 893 4.23 Turkey 833 3.24
Australia 348 1.65 Australia 608 2.36
Greece 333 1.58 Argentina 349 1.36
Syrian Arab Rep 263 1.24 Greece 305 1.19
Cc4 585 2.77 Cc4 1238 4.81
Others 2607 11.76 Others 2208 8.58
World 21129 100.00 World 25733 100.00
Source: Own calculation.
Table 2: World cotton export 2003 to 2022.
2003-04 2021-22

Country

Export (“000 tons) Share % Country Export (“000 tons) Share %
USA 2995 41.32 USA 3375 33.24
Uzbekistan 680 9.38 Brazil 2064 20.33
Australia 470 6.48 India 816 8.04
Greece 247 3.41 Australia 749 7.38
Brazil 210 2.90 Greece 299 2.94
Tajikistan 151 2.08 Mexico 231 2.28
Kazakhstan 129 1.78 Cameroon 156 1.54
Cameroon 126 1.74 Myanmar 153 1.51
India 119 1.64 Tanzania 141 1.39
Turkmenistan 116 1.60 Kazakhstan 80 0.79
C4 835 11.52 C4 1202 11.84
Others 1171 16.15 Others 887 8.74
World 249 100.00 World 10153 100.00

Source: Own calculation.
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concentrated around a few actors: the top five exporters
make up 71 per cent of total exports (Table 2). While
accounting for 15 per cent of global production, the United
States is by far the largest exporter, with 33 per cent of
global exports in 2022. Though the market share reduced
from 41 per cent in 2003-04 it has been relatively stable
(around one-third). The high market share is often
highlighted by opponents of US cotton policies, which have
been accused of depressing world prices especially the
United States-Brazil case regarding government support
to the cotton farmers.

Brazil and India are also large cotton exporters,
hovering around 20 per cent and 8 per cent of the global
market, respectively. Although making up only a marginal
share of global production, when it comes to exports, West
and Central African countries account for 11 per cent of the
total; this makes the region the world’s third largest exporter,
falling just behind Brazil and before India which goes mainly
to Asia, where they face competition from the United States.

The demand side: Consumption and imports

Global cotton consumption has regularly increased
alongside cotton production and global population and is
now estimated at 26 million tons.

In general, the largest consumers of cotton are also the
main producers because production in these countries goes
primarily to the domestic market. From Table 3, it is evident
that there is a huge concentration of cotton consumption in
Asian countries: the three largest consumers (China, India
and Pakistan) account for 63 per cent of global consumption,
with China alone accounting for one third. This high
concentration is naturally explained by the relocation of textile
industries to Asia as a result of rising labor costs in developed
countries. Bangladesh turned out to be major importer
occupying 6.48 per cent of world exports during 2022 from
meagre 1.79 per cent during 2003-04.

Table 3: World cotton use 2003 to 2022.

A number of East Asian countries have emerged as
important cotton buyers accounting for more than 75 per cent
of global cotton imports, with one-fifth going to China
(Table 4). Interesting turning point is the entry of Vietham
as one of the largest importer of cotton ranking in the third
position since 2012 accounting for 16 per cent of the world
imports during 2022. Another noteworthy point is that
Pakistan has emerged as one of the largest importer to
the tune of 12 per cent during 2022 from 5 per cent of world
total imports during 2004. Chinese imports have increased
since 2000 largely boosted by the liberalization of the
country’s textile market. This growth has made China a key
player in the international market and a major determinant
of global cotton prices.

Global cotton prices

Global cotton prices are usually approximated by the A Index
of Cotlook Ltd, based in Liverpool, UK. This index is an
average of the five cheapest quotations from a selection of
18 varieties of upland cottons most frequently traded
internationally.

Developed countries’ active support prices also play a
key role in determining the evolution of world cotton prices.
(Fousseini, 2015) Zooming in on the agricultural stage of
this global supply chain, the majority of cotton is grown in
the US, China, India and Pakistan, in addition to other
countries such as Uzbekistan, Turkey, Israel, Argentina and
Australia. India alone produces 25 per cent of the world’s
cotton, sustaining the livelihoods of 5.8 million farmers,
the majority of whom are small-scale farmers cultivating
land less than 2 hectares in size The declining trend
observed between 2003 and 2005 is largely due to the
support measures by the government. Cotton prices
started rising in 2009 (Fig 1). In addition to the continuing
economic recovery, China’s net imports and the low level
of both global and Chinese stocks were the main determinants

2003-04 2021-22

Country ) ;

Mill use (“000 tons) Share % Country Mill use (“000 tons) Share %
China 7224 33.60 China 8200 32.00
India 2987 13.89 India 5698 22.23
Pakistan 2024 9.41 Pakistan 2152 8.40
Turkey 1415 6.58 Bangladesh 1660 6.48
USA 1364 6.34 Turkey 1617 6.31
Brazil 869 4.04 Vietnam 1541 6.01
Indonesia 450 2.09 Uxbekistan 836 3.26
Mexico 435 2.02 Brazil 700 2.73
Thailand 403 1.87 USA 544 212
Bangladesh 385 1.79 Indonesia 514 2.01
Korea rep 290 1.35 Mexico 303 1.18
Russian fed 290 1.35 Myanmar 165 0.64
Others 3363 15.64 Others 1699 6.63
World 21499 100.00 World 25629 100.00
Source: Own calculation.
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of this price increase. This changed in 2012, however, when
global stocks rose and China began accumulating large
stocks since that time, global prices have declined which
was exacerbated by an increase in global production
combined with a decrease in demand due to the East Asia
crisis and to China’s placement of an important part of its
stocks on the international market as part of its new national
pricing policy.

Table 4: World cotton imports 2003 to 2022.

Impact of global subsidies on the world cotton
market

Recurrent changes in public policies do not create a
conducive economic environment for boosting investment
in the sector. This is notably the case in some key producing
countries, with, for instance, frequent changes in
stockholding policies, border measures, input subsidies
and support to the domestic textile industry. Another challenge

2003-04 2021-22

Country

Import (“000 tons) Share % Country Import (“000 tons) Share %
China 1929 26.65 China 2520 24.82
Turkey 515 7.12 Bangladesh 1688 16.63
Indonesia 415 5.73 Vietnam 1576 15.52
Mexico 405 5.60 Pakistan 1200 11.82
Pakistan 393 5.43 Turkey 1170 11.52
Bangladesh 388 5.36 ndonesia 539 5.31
Thailand 365 5.04 Mexico 178 1.75
Korea rep 277 3.83 India 170 1.67
Russian fed 275 3.80 Malaysia 140 1.38
Taiwan 220 3.04 Korea Rep 138 1.36
Italy 202 2.79 Thailand 131 1.29
Others 1853 25.60 Others 703 6.92
World 7237 100.00 World 10153 100.00

Source: Own calculation.

Table 5: Summary of the main studies on the impact of cotton subsidies.

Author(s) Model type Simulated scenario Impact on world price in %
ICAC (2002) partial equilibrium 26.30
Goreux (2003) Partial equilibrium removal of subsidies in USA, The EU,China [7.5; 11.4]
Reeves et al. General equilibrium removal of subsidies and all import barriers 10.70
(2001)
ODi (2004) Partial equilibrium removal of subsidies in the USA, The EU, China [18; 28]
Sumner (2000) Partial equilibrium removal of subsidies in the United states 12.60
FAPRI (2004) Partial equilibrium multilateral liberalization of all agricultural commodities 11.40
Pan et al. (2006) Partial equilibrium removal of subsidies in the United states 2.43
Julian et al. (2007) Supply demand Reductions in US cotton subsidies 5.9
Simulation model on West African Cotton producers to 17

John Baffes (2011)

Sharma, (2020)

Xinyao et al. (2022)

Regression analysis

Floating and fixed
reference period
model

Cotton subsidy
income model

More than cotton subsidies, number of otherimportant, issues require attention like
persistent divergence between cotton prices and the prices of other agricultural
commodities, structural inefficienciesof the CFA franc against the US dollar.
Developed members like Australia and USA would gain 3.1 and 0.82 per cent
respectively if additional flexibility to provide support by 2030. Under the proposal.
On the other hand, developing members like India and Indonesia will experience
reductions of -5.37 and - 6.11 per cent respectively from their existing entitiements
under the AoA.

Cotton subsidies ultimately affected the income of cotton farmers by affecting the
planting area of cotton farmersand this mediation effect accounted for 25.22% of
the total effect.
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is the price-cost squeeze that the textiles and manufacturers
face because of stagnant retail prices and rising production
costs. The result of that, is a race to build economies of
scale through consolidation. Cotton farmers have limited
alternatives but to adapt to this economic context,
characterized by recurrent periods of declining cotton prices
and high market volatility.

Cotton trade and production are highly distorted by
policy support extended to cotton producers which has
been greatest in the US, followed by China and the EU.
When the prices of cotton are high, subsidies tend to decline
and when the prices are low, subsidies rise. Cotton
subsidies encourage over production which is then sold in

Table 6: Comparative cotton trade analysis.

the world market which has depressed world cotton prices,
damaging those developing countries which rely on exports
of cotton for a substantial component of their foreign
exchange earnings.

Many studies have attempted to measure the impact
of cotton subsidies on world cotton prices and production
(Table 5). It is difficult to draw direct comparisons because
the analyses adopt different methodologies, examine the
impacts on a different set of countriesand use different
reference years to estimate the effects of subsidy removal.

The results do serve to provide an initial insight into the
magnitude of likely impacts. According to several simulation
studies, elimination of cotton subsidies in the USA would

Particulars 2003-04 2014/15 2018-19 %
Production (m tons) 21.13 26.2 25.98 22.95
Yield (kg/ha) 622 785 747 20.10
Exports (m tons) 7.25 7.7 9.28 28.00
Mill use (m tons) 215 24.2 26.01 20.98
Ending stocks (m tons) 9.84 21.9 22.56 129.27
Stock/use ratio (%) 0.34 0.90 0.64 88.24
Fiber market share (%) 374 28.1 22.3 -41.18
Direct assistance (US$ billion)# 3.27 10.4 5.74 75.54
Price (US cts/Ib) 68 71.0 78 14.71
Source: Own calculation #ICAC report.
Table 7: An overview of the cotton sector in selected member countries.
Description Unit USA India China3 C-4
Farmers Number 8103 9801538 8586200 1017294
Average cotton farm size Hectare 624.7 1.2 0.4 0.7t0 4.8
Average cost of lint US$/kg 1.65 1.44 2.09 1.10to 1.48
Average cost of seed cotton US$/kg 0.56 0.45 0.75 0.38 to 0.54
Notified cotton support® mill US$ 952.05 261.41 2535.03% 0
Per farmer notified support us$ 117494 27 295 0
Notified support as a % of VoP % 11.70 2.37 21.32 0
Flexibility for cotton-Amber box (2020) % of VoP 228 10 8.5 10
Source: ICAC report.
*Notified support of US, India and China is for years 2017, 2018 and 2016 respectively.
AChina has started a Blue box program from 2017 onwards.
@=@==Price  ==@==stocks
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Source: Data collected from cotton reports
Fig 1: World price vs stock 2003-04 to 2021-22.
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increase the world cotton price by 3-11 per cent, increase
African cotton export revenue by $35-$100 million and
reduce USA exports by 43 per cent.

The levels of government support to cotton in addition
to all agricultural products, tend to fall during the years
when prices rise (Fig 2). In cotton, there has been a strong
negative correlation between subsidies and cotton prices:
in years when prices are high, subsidies tend to decline
and in years when prices are low, subsidies tend to rise.
Support provided by governments represented approximately
one-quarter of the value of world cotton production in 2014/
15, but fell to one-tenth of the value of production in 2016/17
and 2017/18.

It should be noted that while the cotton industry in all
cotton producing countries benefit from indirect support
provided to the agricultural sector, in general, between half
and three quarters of the world cotton production receive
direct support during most seasons.

The Cot look A Index declined from an average of 88
cents/lb in 2012/13 to an average close to 70 cents/Ib in
2014/15 and 2015/16, before rising to 84 cents/Ib in 2017/
18. Subsidies provided to cotton growers declined in 2016/
17 from record levels. However, during 2017/18 average
prices rose to 88 cents/lb and subsidies increased as
well, while in 2018/19 moderate decline in prices was
accompanied with a moderate decline in subsidies
(Fig 3). The share of world cotton production receiving direct
government assistance, including direct payments and
border protection, increased from an average of 55 per cent
between 2003-04 and 2007-08, to 83 per cent in 2008-09.

From 2009-10 through 2013-14, this share declined and
averaged 48 per cent. In 2014-15 and 2015-16, the average
per centage of production receiving direct assistance
increased to 75 per cent and later averaged at 49 per cent
between 2016-17 and 2018-19.

Global domestic support provided to cotton

Policies and programmes affecting cotton production have
been implemented in many countries. These include direct
payments to producers to support incomes and government
purchases of cotton and buffer stocks to stabilize prices
and guarantee domestic supplies. Furthermore, subsidized
premiums for insurance products to protect farm income
during seasons of adversity, barriers to cotton imports to
protect domestic industries and input subsidies to raise
yields and lower production costs, are among some of the
other policy instruments used by governments (Annexure [)
Developed countries are providing huge subsidies to
agriculture sector and thereby, create distortions in the
international market. Some of the developed countries are
enjoying artificial comparative advantage due to a large
amount of subsidies and thus, adversely affecting the
welfare of millions of farmers in developing countries.
Over years, there is a phenomenal change in the direct
assistance to the tune of 3.27 US$ billion to 5.74 US$
billion between 2003-04 and 2018-19 (with a huge increase
in between during 2014-15 around 10.4 US $billion),
respectively with 76% change. During the same period,
the price increase was just to the tune of 15% as seen
from Table 6 above. Historically, the United States and
the European Union were the chief culprits but China’s

Fig 2: Support to cotton as % of value of world cotton producation.

BillionUS §

I Direct Assistance

»Cot A

US cents/Ib

Fig 3: Goverment assistance and cotton prices.

AGRICULTURAL SCIENCE DIGEST - A Research Journal of Agriculture, Animal and Veterinary Sciences



Mapping the Impact of Subsidies in Global Cotton Trade: A Review

‘Hodal QyD|# uonenojes

uUMQ :82Inog

uawdinba

puE s|elia}ew MeJ Uo salinp Jodwi J0 SaXe) S9|eS JNOY}IM }a3Jew |BDO0| BY} UO p|os 8q 0} uoionpold Bulyjold |enuue s, wlly Zd3 Ue Jo %0Z |euonippe ue 0} dn 1o} smojje
weiboud eAuay piing ‘eAudyl Ang, 8y} ybnouy} 210z Ul payoune| ojes Jadns, y ‘A}Io08]8 pazipisgns puebuissadoid asuadl| pauljweal)s ‘sindul uo sapnp Jodwi wouy
uondwaxa ‘Aepijoy xe} awodu| ayesodiod e :Buipnjoul saAluadul Jo abuel e Jayo sauoz asay] (Szd3) seuoz Buissasold Hodx3 ul suonesado ybnouyy Juswuianob ayy
W01} S9AJUBDU| [BDSH) 9AI998) Ajliewld siainjoeynuew a|11xa] "pa)sa) Bulaq ale uejsiyed pueelpu| ‘[aeis| ‘Aa)n] wolj sanalieA uopod BuipjaiA-ybiy mau jeyy peounouue
sey juswuianob ayl ‘dao Jo %G1 0} %6 wody bulinjoenuew molb 0} snooy Jejnoiied e se ujeyd jJuswJieb-0}-uopod ayy payybiybiy epusbe Jno- Big, si ul eAuay
‘uofonpoud pue seale UO}09 Ul suolonpal 0} Buipes| aie ‘ainynoube apisino saljunpoddo juswAoldwa aAljeulalje pue sabem Buisu ay) pue uononpoid Jualind
wouy Joddns jo Bulidnooap |enied e yym Jayjaboj 1030as u0j09 ay} 4oy Joddns juswuianob paonpay “aaljebau |ji3s si @doin3 ul uoonpoid uoyoo ul pualy uni-Buoj ay |
‘suieyo A|ddns jaiedde

pue a|I}xa} J1ay} A{ISIaAIp 0} SId|ieja) pue spuelq |euoljeusdiul Aq apew Buiaq spoyse ay) woly Bupjyeuaq aie SaujuN0d UBDLY ‘OdIXS|\ Pue eisAele|) JO sased ay} ul sy
'SJ9|Ieja. Woly puewsap JajealBb e 0} uopippe ul ‘|oiedde pue so|xa} Ul apew sjuswisaAul Buolls wouy Ajobie| papeuag 0dIXa|

‘Alquiasse [asedde 1oy ouqgey paysiuy 8y} spodwias uay) pue Bulysiuy pue BuaAp ‘Bupiuy/Buineam 1oy euly) oy uleA sy} spodxa ‘uleA ojul uojod suids wep J8IA “euly) o}
Japodxa uieh Jofew e awooaq sey pue Ajueoyiubis Buipuedxa si wep 38IA Ul Ajoedes Buluuids ul ymoub [ejo) ‘sapjunod Jayjo pue uemie] ‘ueder WOy SJUSWISSAUL YIM
J8y3ab0} ‘weN 18IA ‘eulyd yum pajelbajul A|ybiy si wep 18IA ajiym ‘Alquiasse Juswieb o} Buiuuids wouy ureys Ajddns oinsawop pajelbsjul ue padojansp sey ysape|bueg
:Joadse Aay auo uo Jayip ysape|bueg pue wep JBIA 49remoH ‘s066| AlJea ayy aouls Ajjeijuauodxa umolb ussq sey ysape|bueg ul Uo}09 JO dsn ||iw ‘WEN }BIA Ul SY
‘Aysnpul a)13x8} 8y} jo uoisuedxa ay} Jodwey saiddns A}1014}09|8 JUSISISUODU] ‘JIDASMOH "BUIYD WO} AJIAIIOE 8|13X8) pue

2INJONJ)SEIJUI Ul SJUSLIISSAUI [BIJUBISONS WO} S)JoUS] Ue)Sed ‘WEN 18I/ O} Je|iwiS "eipu| pue euly) Jaye ppJom auj ul Ansnpui Buluuids uojoo ysabie| piiy} 8y} sey uejsiied
‘sa)e)s Buimolb uo3300 ay} ul Alysnpul ajixa)} aAl}edwod Ajjeuorjeulalul ue ayeald 0} s10309s Bupuawieb pue Asaisoy ‘Buniiuy ‘Buissasold uo snooy [epads ‘uleys anjea
uolyse4 0} Jaqi4 jo dn Bupes abeinodud (81010 O 0} 0Z “SY 4O Hwi| Jaddn yum uao Jad G| 0} 0| Jo Apisgns yum syuswbag a|dinpy/ Jun ajsodwo) “ Buineam ‘sajpxal
|eojuyoa] ‘Bunuswies) uo Bunesuaduod S4N1Y APISaNS [esjua) '10joas a[iixa) uayjbualls o} 'Jnob ay) Aq uay e} ale Sa|iIxa] [edluydd] pue sjuswies 4NN ‘Souge
4NN 10} dWaYdS |1d ‘S}onpold a|1xa ||e 10} 431d0Y ‘sdn-apejy pue sjuswles) 1o} 11 DSOY ‘Sjelsleiy mey 4NN uo saing Buidwng-nuy Buiroway ‘uoissiiy sanng
Buidwng-nuy Buinoway ‘UoISSIA 9]1IX8] [BOIUYDS] [BUOIEN ‘BWaYDS WY 1IN ‘SHodxa ug 00| $SN UM ‘9Z-GZ0Z Aq 9zIs 19xiew ug 0GE $SN e araiyoe o} sAem o|qissod
ay} ||e ul Aysnpul 9i3xa} ayj Buid|ay 0} pajiWiLIOod S| JUSWUIBA0S) 8y “sjuawdiys Hodxa |e}o} JO pJIY}-euo JBYJOUE JOJ JUNODDE BISSUOPU| PUB UBISHEd ‘WEN JBIA ‘BulyD
‘ysape|bueg o} ob spodxa uelpu| JO jley-auo JBAQ ‘|Izelg pUEBIjesiSNY ‘BOLSWY JO SBIEIS PajiuN aY} WOl U0 paydld-aulydew Jo }SISUoD elpu| ul spoduwil jo Juad Jad 09 Inoqy
‘sieak maj} Ixau a8y Jano adoing pue Asyin] ‘eisy [esjua) jnoybnoly) spodxe pasealdul splesay uolbay snowouoiny JnybAn Buellurx ul uoionpold aj1xa)

ul sl 8y} ‘@AljenIul peOY dUQ ‘}ag auQ, si Jo Hed ‘eisy |esjuad noybnoiyy ainoniselsul Jodsuely Ul SJUsWISaAUl 8sauly) ypm pajdnod ‘Aunod sy Jo }semypou Jey
ay} ul s yaiym ‘uoibay snowouojny JnybAn Buellur auy ul uieyod Ajddns ja1edde-s)ipxa}-uojoo aj9|dwod e jo juswdojdaap 8y} buibeinodus S| euly) JO JUBWUIBAOD) 8y |

eAuay

adoing

0
092IXa|\

ysape|bueg
pue

weusIp

ueysied

elpy|

Bulyo

"UleYd 8njeA UONOD BY} Ul SOUEB)SISSE Juswulanob asim Ajuno) :g ajqel

)
i
N
o
]
m
S
<
<
]
o
3
]
]
10
~
o
£
=
G
>




Mapping the Impact of Subsidies in Global Cotton Trade: A Review

(a110A1,p 8109 pue

‘(uonenjead joslold D) pue (zzoz /e 1o 1qey)) peas Buiueld pue Jazi|ille) pazIpisgns JO WI0) 8y} Ul uoljonpold uoyoo Joj papiroid si poddng

(810Z.0VDI) SenIAlOE UOISUSIXd pue yoseasal Joj Buipuny ueyy Jayjo ‘ysepe|bueg ul uoponpold uoyoo abeinoous o} sawwelbold Jo saipisgns oyoads oN

‘alqly papodwi Buisn suieyo a)13xa} jo Juswdojaasp ay) Buibeinoous uo pasnooy Ajjualind ale sajoljod UOY0D SY ‘SOE6L 1| Y} 8ouls uoionpold }S00g 0} JUBSWUISAOD)
‘(zz0z, vasn) -sindui uononpoud 1o} siawle} 0} Buioueuly sapinoid pue saoud 8y} S}9S JUSWIUIBA0S) 8y} ‘Ajjeuld "swus) |eal ul Buisealoul

usaq aABY U0}109 10} s891id palalsiuiwpe sy} sieak ua) jsed 8y} JOAO pue ‘Saljuad juswalnoold 0} siswie) AQ paIsAliap UO}00 paas 104 s8olid 8y} S}oS JUSWUISA0D)
ay) ‘puooag ‘ableyd Jo oal) papiroid aie YoIym ‘S90IN0Sal JBJeM pue pue| 801eds 0} $S900e |eljuaiajeld SAI9094 Siawle) Uo)od pue uononpold U009 Joy suoibal
pue SJoUISIP UIBMaD S}eD0||e JUBWUIBA0S) ay} ‘Isdi4 “Bulyjo|o pue ouge} ‘uieA uojoo jJo spodxe pappe-anjea Buibeinoous AjoAIloe S| UeISINegzZN JO JUBWUIBAOS) By
(8102 ‘OVQI) eolUBWY JO sB)BIS

pajun ay) Ag payodxa sjonpoud |einynoube jo aseyaind 8y} Joj S)uUeq SN-UoU 0} syueq SN AQ apew sueo| sasjuelend JUBWUIBA0CS Sa)eIS PajiuN aul ‘20L-INSD
se umouy ‘welbold asjuelens) Jipa) Lodx3 wial-1oys 8y} Japun ‘pawnsuod uo}joo pueldn jo punod yoes 1o} BOLIBWY JO SB)EIS Pa}IUN S} Ul S|[IW B]1}X8) 0} q|/Sjusd ¢
SN 4o Apisgns e sapinold swwelbold aoue)sissy uawisn(py olwouod3 ay] ‘syonpold aoueinsul dolo pue ‘welbold ueo| Bul-jeyiew sy} 0} SS829. [N} sapn(oul ||ig w.ied
MaU 8y} ul sweiboud ‘suoisinoid Dd/DYY U000 paas 0} uolippe U] ‘splaiA pue afealoe U0}0D ‘JUS.LIND JOU pue ‘|eoLo}siy 0} pal} ale Asy) aouls suoisiosp Buiueld
|enjoe wouy pajdnoosp ale ‘Aue Ji ‘sjuswAed ay) ‘JenemoH ‘sbBunue|d uopoo Sn pasealoul Ul JNsal pinoo }i pue ‘|ig wied 1.0z-24d 0} Jejiwis Jouuew e Ul saloe aseq
UO0J}0O Paas |0Jjuod oym asoy} 0} yoddns awooul pasealdu] Ul JNSal [|IM pue J8ABMOY ‘U0J0I Jull JoU ‘paas uo paseq s| welbosd mau ay] ‘(uopod puejdn aonpoud
|IIS pue 8seq U0}100 Pass |0JjU0D oym asoy)) sieonpoid uoyoo pueidn swos 0} Joddns ul asealoul Juesiubis e uesw |im abueyod siyl ‘|ig wie4 gooz oYy} Jepun
109)J Ul a1am Jey) sjuswAed |Bo1j0A2I81UNOD By} O} Jejiwis ‘eo1id aouaiajal uo paseq sjuswAed pue jau Ajojes pasueyus pue pasjuesenb 0} swelboid aoueinsul Apsow
wou}- saloljod wiey uoyoo ul abueyd jJueoyiubls e sylew ||ig Wie4 §L0Z 8YL "Uosess §1/810g 10} 9A0aYs Apealje aiem pue uolelsiba] Jo6png 810z oY Aq gL0Z Alenigey
ul pajoeus alam swelbold asay) swelboid (DyYy) abetanod ysiy ainynouby pue (D7d) abelono) sso 8dld | dfilL 8y} Jopun A}powwod paJanod e se (paas u0)od
pue Jul] yjog sapnjoul ey} uopod puejdn pauuibun) Uojoo pass o uoleubiSap 8y} JO UOIENURUOD SBPNoUl |lIq YL “(JIIg wied) gL0Z J0 10V wawanoidw| ainynouby ayl
(8102, DVDI) "uononpoid Uo0d JO BNjeA Wle) 8y} JO pJiy}-duo Inoge jussaldal Aaxyin] ul sjuswAhed ‘QyD| 0} BUIpI00DY "SPoas paljllJeo-uou Woly jeyy uey
J19ybiy sem spaas payiued wolj paonposd uopod paas Joj wniwald ay} ‘ysed ayy uj “sieonpoud 0} U009 pass jo welbopny Jad wniwalid e sAed Aeyin] jo Juswuianob ay |
(8102, OVOI) "s)diooas wiey JO swis} Ul Y Jusd Jad g'y |- e ‘uol||iq

//$SN Jo duny ay} 0} SaIpISqns Wolj dA192a1 Aay) suleb Aue sjas o ueyy aiow jeyy Aoljod apelj pue suolenbal osawop xa|dwod Jo salss e 0} anp paxe} Apoldwi a.e
sJ9onpoud 213saWOop Jey} Junowe ay} s}osjjal yoiym ‘poddns aoud jasuew aaebau s eipu| wua) Aay) jeym Aq ejep @O0 S Ul J9SHO SI SIU} JOASMOH "uol||iq LL$SN JaAo
Aq ainynoube Buizipisqns si eipu| Jus9o Jad g jo Woddns soud joxiew se |[emse ‘sidiooal wie) ssoub Jo Juao Jad g'7 Inoge 0} Buipuodsseioo Woddns aaleoal eipu) Ul
s19onpold "slaz||iua) pue Jamod ‘Uayem uonebil se yons ‘sind ul Joj saipisgns abie| pue syuswAed 10a.ip Ag paple aie siawie) uelpu| ‘sueo| yos pue poddns j0a.ip apinoid
1ey) swelboud Jo Jaquinu e yjm 1030as aji1xa} ay) spoddns juswuianob sy ‘uoiippe u| “ajgejieae Ajolignd si swelboid 8say) UO UOBWIOJUION "SIeaA Jusdal ul Buneyiew
U009 Jo Juswanoidwi ay} pue spun Buissaid pue Buluulb jo uonesiulepow ay} Joj papirnoid sem poddns ‘uoissiy ABojouyos] s, juswulanob ay) Japun "spaas
Ayjenb jo uonnguisip pue uononpoud Joj sanijioe) ainyoniiselsul Jo juswdoeasp 8y} se yons ‘swelboid |esonss ybnolyy uononpoid uoyod 0y poddns sepinoid eipu| Jo Jusw
ulonob ayy ‘uonippe uj ‘umouyun si uoddns siyy Jo anjea ay} ybnoyye ‘@oueinsul dosd J0} SaIpPISANS JO W0} ay) Ul Bupjoeq awos sapirold os[e eipu| “JuswUIaAob
J1I9Y} WO} SaIpISgNS JasI|iUa) pue SSauaAibio) Jgap WOy Jauaq eIpu| Ul SIaWIe) U0J0D 'SUOS eas asoy) jo Jed ises| je Buunp dSIN 8y mojaq alom saold Joyiew asnesaq
Juswuianob sy} Aq seseyoind Uuoyo9 1081ip Ybnoldy) suosess 91/51L0Z PUB GL/10Z @Y} Bulnp jeuonesado sem jey) wajsAs (dSIN) @oud Hoddng wnwiuip e sey eipu|
(z1L0z uoissiwwon ueadoing ‘QyYy) "uleds Joj salejoay 000 ‘g PUe 829319 o) Salejoay 000 0SZ 1. 19s ale seale 9|qibije aseq wnwixew ay} ‘pie uoionpold Jo4 ‘N3 8y} ul
sleonpold uoyoo Jofew sy} ale uledg pue a0salo) “(ple uononpoud 1o ‘pajdnod) JuswAed esie Ue Jo WO} 8} Ul %Ge Bulurewsal ay) pue (pie awooul) JuswAed psjdnoosp
albuis e jo wloy ay} ul Yoddns N3 JO %G9 dAI99al siaonpold UONOD ‘8lojaq SY "01/600Z Ul Builels Aoljod [einynouby uowwo) N3 8y} ul paonpoJiul alam sabuey)
(8102, DVOI) seoud Buioddns snyy ‘eouepunge Jo sawl} Ul 8Alesal 8y} saysius|das pue abelioys e sI a1ay) usym suopone

Jo waysAs e ybnoiy) aAlasal 8y} WOJ) }93JEW BU) 0} UOJ00 Sases|al eulyD (DYDOND) uoneiodio) aalasay Uojo) [euolieN eulyD ayy Aq pabeuew si yoiym ‘4o03s Jayng
|euonjeu e se Buiaias ‘UOJOD JO BAIBsal DIFa)elis B sulejulew euly) ‘uonippe uj “ejonb e jnoyym papoduwil UOJ0D UO %01 JO JE) DAII08YS Ue YIM ‘sannp ajeos Bulpls
pue sejonb uo paseq sainsesw uonosjold Japioq Buikidde Aq pue senjea pue sswnjoA podwi uoyod Buljjosuod Aq uononpold uopoo spoddns euly) Jo uswulanob sy

eI\ ‘PeyD
‘osed eupyng
‘uueg) $0
ysepe|bueg
pue weueIn

uelsiyeqzn

vsSn

Aoxng

Elpy|

eulyg

yoddns onsawoq

SauUN0)

"10}08S UOJ0O 0} papiroid Loddns onsawop [eqolD :| ainxauuy

]
[}
o
<
=
[T
(%)
=y
©
&=
P
[
k]
>
T
c
©
®
£
<
<
o
=
=]
=
3
=
=
o
<
-
<}
®
c
=
=}
<}
=
E=]
o
=
©
Q
(7]
Q
©
<
'
[
(2]
w
o
(=]
w
o
4
=
O
(7]
:
B
=
=)
<
"4
(Y]
<




Mapping the Impact of Subsidies in Global Cotton Trade: A Review

agricultural subsidies now vastly exceed those of the
traditional subsidisers. China has now surpassed the United
States as the world’s biggest cotton subsidiser. Over the
past decade, China has provided US$41 billion in cotton
subsidies-nearly six times more than the US$7 billion
provided by the United States. China alone accounts
for nearly three-quarters of all cotton subsidies worldwide.
China’s heavy subsidies and import barriers have reduced
the incomes of cotton farmers in Africa and around the world,
causing significant economic pain for many developing
countries. The C4 countries are among the lowest-cost
producers of cotton. Despite this comparative advantage,
these countries are losing world markets due to artificially
depressed prices from the big cotton subsidizers.

Instead of reforming its cotton sector, the US has been
challenging domestic support measures in other countries
to get market access for its highly subsidised cotton.

India has more than 9 million cotton farmers with an
average cotton farm size of 1.2 hectares. On the other hand,
the total number of farmers in the US are 8103 with an
average cotton farm size of 624 hectares. Over and above,
per-farmer cotton-specific Amber box is only US$ 27 in
India as compared to US$117494 in the US (Table 7).
The US has flexibility to provide support up to 238% of the
cotton VoP in 2020 due to AMS entitlement, whereas the
developing countries are capped at 10%. Further, as a
per centage of VoP, the product-specific support to cotton
in India has always remained below the de minimis limit
and despite this the average cost of production of cotton
lint and seed cotton in India is less than that in the US.
The US cotton farmers receive support through several
programs, whereas cotton farmers in developing countries
are low-income or resource-poor without any adequate
safety nets. These farmers remain extremely vulnerable to
price fluctuations caused by the entitlements of the
developed members to provide support beyond the
de minimis limit. This clearly shows that millions of poor
cotton farmers in developing countries have been facing an
unfair and uneven playing field in the international cotton trade.

Recent global developments with government
assistance in the cotton value chain

Demand for cotton depends on the demand for textiles.
Over the last decade, textiles utilisation has been risen
steadily mainly driven by population and income growth
mostly in developing countries, particularly in Asia.
Moreover, demand for natural fibres has expanded quite
markedly in recent years, sustained by a growing trend for
sustainability, providing further market opportunities for
cotton. It is estimated that 15 per cent of world cotton is
produced under some sustainability standards. Despite
these positive prospects and opportunities, the cotton
share in global textile fibre consumption continues to hover
around 27 per cent, after accounting for close to 60 per cent
between 1960s and 1970s. Robust demand for man-made
fibres, most notably polyester fibres, helped by technological
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improvements, explains the loss in market share for cotton.
The recent global development with goverment assistance
in the cotton value chainhas been discussed as given in
Table 8.

Future estimates

World cotton production in 2022/23 is projected at
118.1 million bales, 2.5 million bales (2 per cent) higher
than 2021/22. Global harvested area is forecast at 32.5 million
hectares (80.3 million acres) in 2022/23, slightly higher than
last season. The world cotton yield in 2022/23 is projected
at 791 kilograms (kg) per hectare (706 pounds per acre),
compared with the 3-year average of 770 kg per hectare
(687 pounds per acre). China is expected to account for
24 per cent of world production this season. For India, 2022/
23 cotton production is projected at 27.5 million bales,12
per cent (3 million bales) above the year before, with
increases in both area and yield. Harvested area is forecast
about 7 per cent higher, at 13 million hectares and yield is
also projected 5 per cent higher than last year at 461 kg per
hectare, as more normal weather patterns allowed cotton
plantings and production to rebound in key regions. India is
expected to account for 23 per cent of world production this
season. Projections now show a year-to-year decrease of
800,000 bales (13 per cent) to 5.2 million bales, the second
lowest production level in nearly 40 years.

For India, this season’s cotton exports are projected
to reach 3.5 million bales, down from 3.7 million bales in
2021/22. On the other hand, cotton exports for Brazil in
2022/23 are expected to increase 670,000 bales (9 per cent)
to 8.4 million bales, while Australia’s exports are expected
to increase 2.5 million bales (65 per cent) year-to-year to a
record 6.2 million bales in 2022/23. With global mill use
declining this season, China, Bangladesh and Vietnam
are projected as the leading raw cotton importers in 2022/23.
With global cotton demand declining and stocks increasing,
the 2022/23 Cotlook A-Index average is expected to decrease
from 2021/22’s relatively high level of 131.7 cents per pound.

India will continue to be the world’s largest cotton
producer with the increase in production resting mostly on
relatively higher yields, while area expansion is expected
to be limited in line with recent trends. By 2030, India’s
cotton production is projected to expand to 7.2 mt
(approximately 43 million bales of 170 kg each) compared
with current output of 6 mt equivalent to roughly 36 million
bales. India will contribute to as much as 40 per cent global
increase in cotton production during the outlook period.
Cotton yields must increase, agronomic limits be overcome,
resource use must decreaseand fibre characteristics need
to transform to reach a level of performance that meets the
demands of consumers (FAO, 2021).

CONCLUSION

Cotton is one of the world’s greatest industries, touching
almost everyone daily by providing incomes for tens of
millions, connecting producers in remote areas to world
markets. However, the industry must change and adapt in
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order to compete with polyester, or it will decline. Greater
coordination among the value chain segments to enhance
transparency, improve efficiency and raise productivity would
contribute to the long-term viability of the world cotton industry.

The global cotton market has been characterized by
huge subsidies in developed countries, particularly in the
late 1990s; most of these subsidies have consisted of
domestic support measures. While subsidies are
declining in developed countries, new developing countries
have emerged, potentially providing more subsidies than
developed countries did previously and offering less
market access for least developed countries. Since the
United States and the EU have partially reformed their
support measures and since US production is expected to
fall in the future,the burden has now shifted to these
emerging countries, such as China, which is also the main
destination for African cotton. Cotton is still considered a
key commodity that deserves specific treatment. It is now
expected that the reduction of cotton subsidies will be more
important than reductions for other commodities and that
these reductions will be implemented over a shorter period
of time. Developing countries that still provide subsidies
could benefit from lower reduction rates and longer
implementation periods. Growing demand from the
domestic apparel industry continues to spur investments
in the sector. Support to the sector in India is expected to
result in continuous growth in cotton mill use. The industry,
however, faces several challenges, including technological
obsolescence, high input costsand poor access to credit.
To address these issues, the government has implemented
several subsidy schemes and is currently developing a
new textile policy for the overall development of the sector.
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