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Forum Results:
Partnership and Action Plan

The cotton sector crisis, as that of numerous agricultural commodities,
was revealed in international arenas, especially within WTO, by the
countries concerned. African countries have not remained inactive in
the face of this crisis. The European Union recently proposed two ac-
tion plans to contribute to a turnaround in the commodity chains for
agricultural commodities, and notably the cotton sector. The EU-Africa
Cotton Forum took place in this context of strengthened partnership. 

During this Forum, the European Union and Africa committed to a
partnership and the implementation of an Action Plan that aims to over-
come the difficulties faced by African cotton commodity chains and
thereby contribute to poverty alleviation. The full Action Plan can be
found in the Appendix to this summary. 

For the first stages of implementing the plan, it is, among other things,
appropriate to:

� elaborate and implement national sector consolidation strategies,
integrating them in poverty reduction strategies;

� strengthen and improve the policies and institutions related to the
commodity chain;

� stimulate and exploit regional cooperation;

� tackle the development and implementation of mechanisms to at-
tenuate price volatility;

� consolidate coordination among the European Union’s cooperation
partners and local partners; and

� cooperate with WTO to hasten the search for a solution to the trade
component of the initiative. 

Monitoring and animating the implementation of the Action Plan will
be done by the Cotton Orientation and Monitoring Committee (OMC-
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The cotton sector must face up to specific challenges: competition gen-
erated by the use of synthetic fibres, the introduction of genetically
modified organisms (GMOs), increased need for capital within com-
modity chains, and an increase in the rate of local-level processing.
The responses to these challenges are multiple and involve integration
of the production chain, diversification, a search for niche markets,
productivity-improving investments, and strengthening institutions ac-
tive in the commodity chain. Cotton is a very illustrative example of
the link between trade and development. Trade is a necessity but it is
not sufficient to ensure development and thereby reduce poverty in de-
veloping countries. Elaborating and implementing national policies,
diversifying the sector, and involving stakeholders are important con-
ditions that the proposed partnership should make possible. The Cotonou
Agreement between the EU and ACP countries aims to implement
complementarity between trade and development.
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International Trade

Like most commodities, the price of cotton has been on a downwards
trend since the 1950s due to technological improvements that have in-
creased productivity (mechanisation, use of pesticides and fertilisers,
genetically modified (GM) cotton), an increase in cultivated surfaces
with the appearance of new production regions (Brazil, Turkey, Australia,
West Africa), production subsidies in certain countries (the United
States, the European Union, and China, for example), and finally com-
petition from synthetic textile fibres. To allow African producers to
withstand the pressure from competition, it is necessary above all to
reduce (with an aim towards total elimination) the public aid that dis-
torts production and trade. This last point raises the most controversy.

In the cotton sector, direct aid and price support represent approxi-
mately 1% of agricultural aid in OECD countries. During the last three
production seasons, cotton production aid provided by the United
States, the European Union, China, and other countries was 5.8 mil-
lion US dollars in 2001/2002 and had been reduced to 3.4 million dol-
lars in 2003/2004. Without this support, world production would still
be sufficient to satisfy the demand but it would be located elsewhere,
moving from countries that subsidise their cotton production to coun-
tries that do not. Indeed, production costs are approximately 0.35 USD
in Benin, 0.45 USD in Pakistan, 0.50 USD in Brazil, 0.80 USD in the
United States, and more than 1 USD in the EU (source: ICAC).

In addition, reducing production (which is necessary when demand
falls off) in difficult times would be shared by all countries and not
only be incumbent on countries subject to market rule. The suppres-
sion of public production support for cotton would authorise African
cotton producers to harvest the fruit of an increase in their production
and receive more stable prices.

However, other commodities markets, such as coffee, also undergo
considerable price fluctuations. Yet, developed countries are not pro-
ducers and they can not be held responsible for these fluctuations. The
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link between the agricultural aid of developed countries and world
price levels must therefore be studied carefully.

Meeting in Gabrone, the ACP Council of Ministers re-affirmed the
need to examine the cotton question within WTO specifically and ur-
gently. This position is supported by the group of least developed coun-
tries (LDCs). The joint position of the African, ACP, and LDC Groups
is built around the following three points:

� full suppression of export support in three years;

� elimination of all domestic support within four years from 1 January
2005; and

� the creation of a cotton sector support fund.

For its part, the European Union pleaded at WTO for the reduction of
the most distorting domestic aid, the elimination of all forms of export
aid, and the opening of developed countries’ markets to cotton and
processed goods from LDCs. Non-LDC cotton-producing African coun-
tries, such as Côte d’Ivoire and Cameroon, would also like to receive
such free access. Starting in the beginning of 2005, the end of the
MultiFibre Agreement and the import quota system will benefit China
and competitiveness in the markets of developed countries will increase.
The EU favours a specific solution for the cotton sector that includes a
timeframe and specific disciplines in the framework of the WTO agri-
cultural negotiations.

In the cotton market, the European Union mostly plays the role of buyer:
it is a net importer of cotton, mainly from West Africa. Its production,
however, is only 2.6% of world production. It is therefore not in the same
position as the United States, a large producer and exporter. The EU has
already reformed its EC organisation of the cotton market, making
European producers more receptive to market signals so that they stop
basing their decisions on the aid they receive. African countries, for their
part, feel that the EU could go further by fully decoupling support, avoid-
ing transferring support from orange or blue boxes to the green box, and
accelerating the reform.

The Special Task Force on Cotton (Brazil’s WTO action against the
United States’ internal support) is an element to take into account. It has
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shown that the WTO’s dispute settlement body should not be forgotten
and the first findings, which tend to show that the United States has not
respected its commitments under the Uruguay Round, are important.

Among the solutions to envisage, the development of cotton processing
is an important option because the price of processed products is less
subject to fluctuation. However, one must note that profitability is dif-
ficult to attain in this sector. Developing processing requires instigating
regional partnerships and the future EU-ACP Economic Partnership
Agreements (EPAs), which should permit better regional-level market
fluidity, will provide local processors with visibility.

The search for lasting solutions must involve meeting common inter-
ests. Pauperisation of Northern producers—especially Greek cotton pro-
ducers—will not necessarily benefit Southern producers.
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The Stages in the Cotton Battle

October 2001: The international price of cotton falls to a historic
low—the lowest since 1930.
November 2001: Producers’Organisations (POs) in Burkina Faso,
Benin, and Mali call on their governments by adopting a joint dec-
laration (the “Appel de Bobo”) solemnly calling on the USA and
EU to end their subsidies to cotton producers. Early 2002, they
were joined by POs in Cameroon and Madagascar.
February 2002: Cotton POs meet in Dakar.
March 2002: Meeting organised by WADB in Lomé on the future
of the cotton commodity chain.
June 2002: The Conference of Ministers of Agriculture of West
and Central Africa (CMA/WCA) organises a meeting in Adibjan
on cotton. CMA/WCA is entrusted with the mandate to analyse
the impact of subsidies on the cotton sector.
June 2002: The African Cotton Association (ACA), grouping the
main cotton companies in the sub-region, is created.
October 2002: Brazil, alongside Argentina and India, seizes the
WTO’s Dispute Settlement Body regarding the aid paid by the
United States to its cotton sector. Producers’organisations in Mali,
Senegal, Benin, and Burkina Faso provide their support for Brazil’s
claim. Benin and Chad become third parties in this claim in early
2003. CMA/WCA, WAEMU and ECOWAS conduct studies on
the impact of subsidies on the cotton sector.
October 2002: The plenary session of the International Cotton
Advisory Committee (ICAC) in Cairo adopts a resolution in favour
of eventual elimination of government cotton sector support meas-
ures worldwide. It recommends that its members include this po-
sition in their WTO negotiation strategies.
April 2003: Burkina Faso, Benin, Mali, and Chad submit the
“Sectoral Initiative in Favour of Cotton” to WTO. Mr Blaise
Compaoré, President of Burkina Faso, personally defends the ini-
tiative before WTO in June 2003. (cont.)



15 May 2003: The ACP Council of Ministers supports this initia-
tive. The Least Developed Countries do so as well two weeks later.
16-18 July 2003: The sectoral initiative is placed on the agenda of
the WTO Committee on Agriculture. It is supported by a certain
number of members such as Norway, Pakistan, Australia, and New
Zealand. However, the United States does not take a position on
the subject, and the European Union has reserves concerning the
strictly sectoral approach.
31 July-1 August 2003: The ACP countries, meeting in Brussels
to prepare for the WTO Ministerial Conference in Cancun, re-af-
firmed their support for the cotton initiative.
10 to 14 September 2003: Fifth WTO Ministerial Conference in
Cancun (Mexico). Cotton is evoked in the declarations from the
first day, and addressed in plenary session on 10 September: cot-
ton becomes a crucial point in the negotiations and the Director of
WTO directs discussions on this subject in person. However, the
discussions do not progress in the direction desired by African
countries, despite intense lobbying by POs and NGOs. On 13
September, the draft ministerial declaration limits the cotton issue
to access to the non-agricultural product market and suggests that
producer countries diversify their economies. African countries
find this proposal unacceptable. On 14 September, the Conference
ends without consensus.
12 February 2004: The European Commission publishes its com-
munication on an Action Plan for agricultural commodities, ac-
companied by an EU-Africa partnership proposal for the develop-
ment of the cotton sector.
21-22 March 2004: First meeting of ACP cotton commodity chain
stakeholders in Cotonou, who demand rapid treatment of the issue
at WTO while proposing actions to strengthen the sector.
23-25 March 2004: WTO regional workshop in Cotonou, on cot-
ton, for African countries.
22 April 2004: The EU reforms its cotton policy, introducing par-
tial decoupling in the payment of direct aid to producers.

(cont.)

European Union–Africa Cotton Forum: Summary of Proceedings16



17European Union–Africa Cotton Forum: Summary of Proceedings

3-6 May 2004: The ACP countries meeting in Gaborone pronounce
themselves in favour of the principle of an Africa-EU partnership
on cotton and request adjustments for its implementation.
5-6 July 2004: The EU-Africa Cotton Forum is held and adopts
an Action Plan for the implementation of the partnership.
1 August 2004: The members of WTO adopt, in Geneva, an en-
semble of measures in the framework of the Doha Development
Agenda. The importance of the sectoral initiative on cotton is re-
affirmed, and it is stipulated that cotton will be addressed “ambi-
tiously, expeditiously and specifically” within the agriculture ne-
gotiations. The decision to create a sub-committee on cotton within
the Committee on Agriculture is taken. It is established on 19
November.



European Union–Africa Cotton Forum: Summary of Proceedings18

National Strategies for Cotton

In many African countries, cotton plays a key role in the economy as
it is a source of foreign currency for the state and of income for a large
share of agricultural producers. It is therefore vital to maintain the cot-
ton sector’s contribution to economic and social development and
strengthen the sector to reduce its vulnerability.

For this, a vision for the future of the sector is crucial. A national strat-
egy for commodities—cotton in this case—must be understood as a
tool for development offering medium-term prospects on which stake-
holders in the sector can base their decisions. These strategies must be
established in link with the other sectors in the economy and must be
consistent with poverty reduction strategies (PRSs). The general ob-
jectives of national strategies are improving competitiveness (how to
adapt to growing competition, in terms of cost and quality) and reduc-
ing the vulnerability of the sector (resisting price shocks for produc-
ers and all of the commodity chain), with adaptations made for na-
tional specificities. African cotton must face challenges that are not
exclusively linked to the subsidies paid to producers in developed coun-
tries. The downward trend in prices and fibre quality are also impor-
tant stakes. Africa must also seize opportunities: technical innovations
(quality differentiation), use of price risk management instruments,
and attracting investments.

Numerous donors support national poverty reduction strategies and
would also support the cotton sector if there were a strategic vision of
the sector’s development that took into account past experiences, if it
were integrated in the PRS, and if the stakeholders (public and pri-
vate) were involved in its preparation and explicitly supported the de-
velopment of the cotton sector.

FAO has elaborated elements for a Methodology for Preparing National
Cotton Strategies in Africa that covers the cotton sector’s total envi-
ronment (international market, national economies, development poli-
cies), possible components of a strategy (sectoral organisation, tech-
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The Framework for the Elaboration of Burkina Faso’s
Cotton Strategy

In Burkina Faso, the dialogue between the producers’ organisation
and the cotton company, the involvement of the banking system
made possible by healthy financial management of the commodity
chain, and the growth in the production of quality fibres are as many
strengths for the cotton sector. The poor state of rural roads, the high
cost of inputs and the lack of equipment, the insufficiency of sup-
port-advice, the stagnation of yields, and the small percentage of
local fibre processing are its weak points. The degradation of soil
and the environment, the fall in prices, and their volatility are threats
to the commodity chain but the improvement of the production sys-
tem, institutional innovations, the stability of the macro-economic
framework, and the partnership are important opportunities.
The framework for the cotton strategy is built around four points:
– strengthening the producers’ organisation,
– liberalising while keeping the advantages of integrated com-

modity chains,
– improving productivity (producer advice and equipment loans),
– defending the interests of producers internationally, in particu-

larly within WTO.

The Situation in Benin

The Beninese cotton commodity chain is characterised by a pri-
vate commodity chain ensuring production, processing and sales,
and a national integrated commodity chain characterised by a sin-
gle price for inputs sold to producers and a single purchase price
for cotton seeds throughout the country. Unfortunately, the rejec-
tion of inter-branch mechanisms by certain stakeholders causes

(cont.)
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exacerbated competition among ginners, a drop in loan repayment,
overindebtedness of farmers’organisations, and a loss of trust among
stakeholders—pushing the entire commodity chain into crisis.
The national cotton strategy should be based on:
– promotion of sustainable cotton production (improvement of

technical itineraries),
– improvement of productivity and competitiveness (training pro-

ducers, cost containment, improvement of quality, local pro-
cessing),

– capacity-building in management and intervention for farmers’
organisations,

– inter-branch conflict prevention and management,
– regulatory supervision of the commodity chain (elaboration of

a framework agreement, on-going dialogue, capacity building
for the administration), and

– the creation of a reserve fund and an insurance system for pro-
ducers.

The Estates General on Cotton, launched in mid-July 2004, should
make it possible to validate these proposals.

The Reform in Tanzania

The Tanzanian cotton sector is currently facing a liberalisation of
the sector that has institutional implications and aims to increase
the participation of the private sector. In particular, it is crucial to
clearly define the specific attributions of the public and private
sectors, and ensure that the mandate and financial mechanisms of
the Crop Marketing Boards take into account these respective roles,
as well as the participation and responsibility of the parties sitting
on these Boards. The different options for the reform of the Boards
are as follows: (cont.)
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– public financing and re-focusing the mandate on public serv-
ice, or

– private financing and a mandate centred on private services for
individuals, with governmental agencies fulfilling public serv-
ice functions, or

– joint public-private financing and provision of private services
and public services by contract.

The reform of the cotton industry is organised around the follow-
ing points: lowering licensing costs, setting an indicative price, pro-
viding market information, controlling quality at ginning and not
at harvest, providing incentives to improve quality, and decreasing
the role of the Boards in managing the cotton development fund.

nology, generating value added, quality acknowledgement). The or-
ganisation of national commodity chains relies on organising produc-
tion (farmers’ organisations and the capacity to participate in institu-
tions in the commodity chain and elaborate proposals, the share of
income generated by cotton, innovation), and trade and ginning (link
between input supply and trade, price setting system, risk coverage,
legal system for enforcing agreements). Technological innovation, ver-
tical diversification, and the search for added value are elements to
take into account. Finally, the methodology elements propose princi-
ples for the national strategy elaboration process, and in particular the
participation of the parties involved and the consideration of existing
plans and past experiences.

The experience from several years of cotton sector reform makes it
possible to analyse the impact of modifications and determine the con-
ditions that need to be present. The redefinition of the role of the state
must take into account the fact that this does not automatically imply
increasing the place given to the private sector or producers’ organi-
sations. There is no single system to organise the commodity chain
that should be universally promoted; the situation must be analysed
on a case-by-case basis.
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Policies and Institutions
Related to Cotton

The cotton industries of the majority of African countries were inte-
grated, national monopsonies that benefited from high world prices in
favourable periods without passing them on to producers and were in-
capable of withstanding price drops in unfavourable periods. The sys-
tem did not encourage transparent and efficient management. In nu-
merous countries, the commodity chains have been or are in the process
of being liberalised. Liberalisation began about fifteen years ago in
English-speaking African countries and 7 years ago in French-speak-
ing countries. The reform process must allow free competition at all
stages of the commodity chain, the establishment of price setting mech-
anisms that reflect changes in world prices, the development of pro-
cedures to reduce risks related to price variation, and capacity build-
ing for producers’organisations when it comes to participation in input
supply.

The reform is not the same in every country because the post-liberali-
sation structure of the industry is different. Producers sometimes take
shares in new companies, sometimes they do not. In certain cases, the
companies are made to compete with each other and in other cases mar-
ket shares are divided via delimited collection zones. Thus, in Benin,
48% of ginning is provided private companies and the rest by a para-
state company currently in the process of being privatised. Inter-branch
organisations have been created for credit, marketing, and input sup-
ply. A regulatory framework must be established to limit abuses ob-
served with inputs and ginning. Three companies intervene in ginning
in Burkina Faso, in three delimited sectors. The state, producers, and
the private sector now hold equal shares in the former cotton company.
Producers also hold shares in the two new companies. An inter-branch
organisation is active in setting prices, inputs, and sector development.
In Chad, a government decision on the reform process is awaited and
the preliminary phase (commercial and financial audit of the cotton
company, and privatisation of the oil and soap divisions) is complete. 
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Professional Organisations in the Cotton Sector

ROPPA: Founded formally in July 2000, the Réseau des organi-
sations paysannes et de producteurs de l’Afrique de l’Ouest (ROPPA,
the network of West African professional and producers’ organi-
sations) brings together organisations and “frameworks of dia-
logue” from 10 West African countries (Benin, Burkina Faso, Côte
d’Ivoire, Gambia, Guinea, Guinea-Bissau, Mali, Niger, Senegal,
and Togo). ROPPA’s creation was motivated by three major ele-
ments: sub-regional integration, decentralisation, and globalisa-
tion. ROPPA emphasises family farming as the basis of the vision
for the future held by POs for agriculture and the rural world. It
wants to promote an improvement of the conditions under which
rural families conduct activities (not limited to farm activities). In
May 2004, ROPPA adopted an Action Plan for Cotton during a
workshop in Cotonou.
Cotton Producers’ Organisations: In numerous cotton-produc-
ing countries, grassroots cotton farmer organisations emerged start-
ing in the 1970s. These structures play an important role in terms
of access to inputs, credit, and cotton seek price transparency for
producers. They are structured in national-level umbrella organi-
sations such as SYCOV (Syndicat des producteurs de coton et
vivriers) in Mali, UNPCB (Union nationale des producteurs de
coton du Burkina) in Burkina Faso, and URECOCI (Union ré-
gionale des coopératives de la zone de savane de Côte d’Ivoire) in
Côte d’Ivoire, for example.
ACA: The African Cotton Association brings together cotton com-
panies. Created in June 2003, its objective is to defend and pro-
mote African cotton. Its main purposes are to organise and defend
African cotton commodity chains in the face of an extremely dif-
ficult global economic environment, defend and promote the qual-
ity of African cotton, and share experiences among African cotton
companies. The creation of this association filled a gap by creat-
ing a framework of dialogue allowing Africa (the 3rd largest ex-
porter worldwide) to be heard and defend its producers.
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The Reform Process in Mali

The profound crisis that the Mali cotton commodity chain has been
in since 1998 has led the government to elaborate and implement
a programme of reform, currently underway. The goal of the re-
form is to control and reduce cotton seed and fibre production costs,
improve yields, energise producers’ organisations, increase parti-
cipation by the private sector, producers and decentralised collec-
tivities, increase the sector’s contribution to the national economy,
contribute to poverty alleviation, and result in setting of prices
through free negotiations within the commodity chain.
For this, the cotton company’s activities have been being re-focu-
sed since 2001, notably with the externalisation of the agricultu-
ral advice sector to prepare for privatisation. The initial target year
was 2006, but the Malian government now proposes pushing this
back to 2008. Today, the company is owned by the State (60%)
and the private sector and should be split into three or four private
companies. The oil-seed crop sector was also reformed: liberali-
sation of prices and sales for oil and oil-cakes, scheduled privati-
sation of the HUICOMA company. The promotion of the manu-
facturing sector in Mali and the creation of an information campaign
on the process underway are the latest elements of the reform.
The creation of an inter-branch organisation for cotton, and capa-
city building for producers are currently being elaborated.
Finally, while the price paid to producers was determined via ne-
gotiations between the parties involved for 2004/2005, the ques-
tion of the producer-level stabilisation fund remains open. The
withdrawal of the cotton company from rural road maintenance,
cotton seed transport, and input supply will also need to be trea-
ted in the immediate future.
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The lessons learnt from completed (or almost complete) reforms show
that privatisation must be accompanied by a clear plan for the transi-
tion to private financing of input loans, trade, and road maintenance.
The reform process is long, and participation by producers makes it
more efficient. In any case, the cotton sector must not endanger pub-
lic finance.

For cotton producers, the cotton commodity chain is characterised by
strong dependence on the international market (purchase of inputs and
sale of cotton), and faced with strong internal constraints (stagnating
yields, rising prices of production factors, payment insecurity, the arrival
of new and inexperienced stakeholders, lack of arbitration mechanisms)
as well as external constraints (distortion of the world market). The pro-
ducers’ judgements on the effect of the reforms are divided. They feel
that liberalisation has not necessarily brought about improved incomes
for them. While the reforms have enabled better recognition of the re-
sponsibilities of producers’ organisations, they have not provided suffi-
cient capacity building alongside this recognition. Private stakeholders
do not fully live up to their responsibilities and often break the rules of
governance as the administrations do not play their role of referee. 

Contributing to the discussions on the development of cotton com-
modity chains in Africa, producers formulated proposals organised
around four themes. Reducing the commodity chain’s dependency on
the outside involves local processing and optimisation of cotton, no-
tably by regulating imports, smoothing intra-regional trade, promot-
ing small and medium-sized companies using simple technologies, and
increasing local input production. Improving remuneration for labour
and increasing incomes requires suppressing all types of measures that
distort the world market, setting up risk reduction mechanisms (remu-
nerative prices, guarantees, rapid and regular payment, price stabili-
sation funds financed by inter-branch organisations, catastrophe funds
financed by States), arbitration systems, and capacity-building in de-
fending their rights for producers’ organisations. Supporting the per-
formance and competitiveness of family farms requires a sustainable
financing mechanism, a reliable supply system, the promotion of tech-
nological innovations, a stable economic, political and institutional en-
vironment (producers holding shares in privatised companies, land
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tenure reforms, input registration, etc.), and the taking into account of
producers’ interests in international negotiations. Finally, defending
the commodity chain and producers’ interests requires capacity build-
ing that involves the establishment of an information system for fam-
ily farms, support for producers’organisations, and strengthening their
advocacy and lobbying capacities.

For the African Cotton Association (ACA), the success of African cot-
ton production is in large part linked to the development of integrated
commodity chains and government involvement to make cotton a de-
velopment crop, and not merely a cash crop. African cotton is currently
facing considerable difficulties and one response to these difficulties
is liberalising commodity chains. For ACA, this response must not be
systematically applied because experience has shown that public or
semi-public companies can be better managed than private companies
(and vice-versa). Whatever their legal form, cotton companies face
shared challenges, whether political, agronomic, industrial, or techni-
cal, whether related to trade or making cotton into cloth. This last point
must be tackled with care because Africa does not at this time have
comparative advantages in textile production.

If the development of cotton commodity chains depends on the suc-
cess of structural reforms—that is to say, privatisation—it is crucial
that this privatisation be done taking into account the results obtained
by commodity chain integration and notably the provision of collec-
tive services to producers.



27European Union–Africa Cotton Forum: Summary of Proceedings

Technical Innovations, the Environment,
and Quality Recognition

In West and Central Africa, access to inputs and their optimal use are
factors that limit the competitiveness of the cotton commodity chain.
Inputs (fertiliser and plant care products) are expensive; they account
for the major share of production costs (more than 40% of the value
of the product) and are of limited effectiveness. Finally, the use of plant
care products goes hand in hand with environmental and health risks.
In addition, the cotton zone is densely populated, which leads to over-
exploitation of natural resources. Dropping cotton yields linked to the
degradation of soil fertility is frequently signalled. Increasing organic
matter in soil can make fertilisers more efficient and integrating crop-
ping and cattle-rearing could allow for improved soil fertility.

The main stakeholders in the cotton commodity chain in West Africa
(producers, the private sector, the public sector) have joined together
to improve access to inputs via the West African Inputs Market proj-
ect coordinated by IFDC. The emergency plan aims to create, within
three or four years, a West African market for agricultural inputs. Indeed,
small producers’ access to inputs is a crucial problem, the improve-
ment of which would already be a significant advance for the com-
modity chain.

IFDC, CIRAD, and their national partners have developed technolo-
gies that make it possible to use inputs more effectively and thereby
make their use more profitable. Integrated management of soil fertil-
ity makes it possible to improve the effectiveness of chemical fertilis-
ers and reduce losses in the environment. Integrated management of
pests makes it possible to reduce the cost of plant care products. Bringing
these two techniques into widespread use, using participatory meth-
ods, would make it possible to improve producers’margins and reduce
environmental harm. This implies producing teaching materials, train-
ing trainers, pilot training operations, supporting and strengthening
partners, and a link with the Regional Inputs Market project. 
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Genetically modified cotton plants are an economic reality. The third
largest transgenic crop (after soy and corn), GM cotton is currently
grown on 7 million hectares—21% of world cotton surface (30% of
production, and 36% of trade)—including in the United States, China,
and Greece. Developing countries and emerging countries represent
40% of GM cotton surfaces: it is cultivated in China, India, Argentina,
Mexico, and South Africa. The potential risk of the appearance of in-
sects resistant to the Bt gene, the risk of disseminating the modified
gene (can GM cotton and traditional cotton cohabitate?), and the risk
of economic ineffectiveness or rejection by consumers (not really of
cotton fibres not for human consumption but rather of frequently used
cotton oil) must be weighted against the advantages: better yields, sav-
ings on production costs, less manipulation of plant care products (and
hence an expected beneficial effect on human health), improved qual-
ity of the production process, and easier control of weeds.

African cotton sector stakeholders have numerous questions about GM
cotton: Will it make for more competitive crops? What are the prospects
of water-stress resistant cotton plants? What will the effects on the en-
vironment be? How resistant are they to insects other than the boll-
worm? Doesn’t GM cotton create dependency on multinational com-
panies? How can one preserve property rights over African varieties
after transgenesis? Definitive answers to these questions are not avail-
able today, but the need to increase knowledge is obvious. In particu-
lar, one necessary prospect is the development of the capacity for train-
ing and research in biotechnology and their possible agricultural
applications in Africa.

Because it is picked by hand, African cotton is well priced on the inter-
national market. There are two practices for cotton classification: tradi-
tional classification by hand, and automatic classification by machine.
Hand classification concerns 70% of world production and makes it pos-
sible to determine the grade of cotton (cleanliness, colour, and appear-
ance ratings), the length of fibres and their characteristics (uniformity
of length, resistance, finesse). Automatic classification takes into ac-
count a wider range of criteria (length, uniformity of length, impurities,
yellow index, micronaire, resistance to stretching, brilliance, etc.).
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Nearly all African cotton is classified by hand whereas the clients (spin-
ners) prefer automatic classification. The United States, the leading
exporter, uses automatic classification, which influences the demands
of importers and other exporters. Indeed, automatic classification pro-
vides better knowledge of cotton quality, which is profitable for buy-
ers and also producers. However, this system is subject to strict con-
ditions if it is to be implemented well (hygrometrics, temperature, level
of pre-conditioning) and requires know-how difficult to find in Africa.
Automatic classification complements classification by hand but can
not replace it; human control remains indispensable. The establish-
ment of an automatic classification system can only be done by tak-
ing a regional approach.
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Risk Management
and Financial Aspects

The international price of cotton is known to be highly volatile on any
time scale: over long periods, the Cotlook A index can undergo cycles
that last several years but vary between extreme values; over short pe-
riods (one year, for example) 50% fluctuations are frequently seen. In
addition to volatility, the term “shock” is also often employed in ref-
erence of particularly strong and unusual volatility. Shocks can be de-
fined as extreme volatility. For two decades, the shocks effecting the
world cotton market have tended to increase in number and be increas-
ingly severe and lengthy.

Very dependant on cotton for economic growth, African cotton-pro-
ducing countries have to accept international market prices and are
subject to price variations. This volatility has profoundly destabilising
effects on African cotton commodity chains and rural zones. When
ginning companies announce a minimum price at the start of a crop
year, they take a financial risk because they may have to face a fall in
world prices. Affluent periods are too haphazard to allow ginners to
invest sustainably, and passing price drops on to producers results in
aggravated rural poverty and fluctuations in production. If the state,
through public cotton companies, covers these price drops, the budg-
etary impacts are equally negative. On this point, the example of
Tanzania is highly significant.

Until recently in Tanzania, the Marketing Boards attenuated cotton price
variations for producers. The recent reforms leave producers and mer-
chants to face market fluctuations. In October 2003, the price of cotton
had risen to 0.79 USD per pound. Some ginners operating in Tanzania
sold their bales to take advantage of the higher prices but the majority
preferred to wait, thinking that prices would continue to rise. Unfortunately,
prices then fell quite low and the traders could not therefore pass on the
temporarily higher prices to farmers (which they would have been able
to do if they had had access to price risk management instruments).
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The sustainability of African cotton commodity chains therefore re-
quires the establishment of a mechanism to attenuate the effects of
price volatility. Past experience has shown that authoritarian stabili-
sation by the State is ineffective, very costly, and does not favour
healthy commodity chain management. Two other possibilities remain:
insurance systems based on futures market instruments, and self-in-
surance systems managed by ginning companies and commodity chains
themselves.

Numerous operators in the international cotton market use financial
price risk management tools made available through a few interna-
tional banks such as Rabobank for example. The experience of a
Tanzanian bank, CRDB, shows that it is possible for local banks to
subscribe to these mechanisms offered by international banks. The
local bank included the cost of this price insurance in its loans for com-
modities, thus reducing the risk of not recovering the loans. Purchasing
these instruments (for example, put options) requires payment of an
advance. Price insurance premiums depend on several factors, includ-
ing the level of the price insured and the type of instrument. In gen-
eral, premiums range between 2% and 5%. Cotton companies can thus
protect themselves against a drop or sharp rise in prices. While it may
seem paradoxical, companies must protect themselves against sharp
rises because, if the company must deliver on futures (thus at a pre-
determined price) when prices are high, it must be able to offer a high
price to producers in order to supply the quantity demanded. Therefore,
it pays a high price for cotton that it sells for less. It is thus important
that banks and local traders be able to make use of these insurance
mechanisms.

The World Bank’s price risk management programme aims to support
use of market insurance instruments by ginning companies and banks.
Thus, ginners can guarantee producers minimum prices without tak-
ing excessive risks. This system, which provides considerable techni-
cal assistance, is organised as follows: 

� every year, each ginner sets a minimum price (when there are com-
peting ginners in a country, they tend to set high prices, which is
good for producers);
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� ginners are thus very exposed to price risks that they cover by sell-
ing futures and/or subscribing to market price risk management
mechanisms;

� the ginners’ residual price risk exposure is covered by a regional
authority. 

This risk coverage system is also a way to increase competition in the
cotton market and lead ginners to manage their price risks themselves.

The French Development Agency (AFD) offers a price risk manage-
ment mechanism, drawn from the experience of inter-branch manage-
ment in Cameroon and Burkina Faso. This system, which can comple-
ment the system proposed by the World Bank, is based on a self-insurance
principle that relies on three levels of intervention.

The first level, managed by producers themselves through their pro-
fessional organisation, is a price “smoothing” mechanism. The cotton
company proposes an initial price at the start of the crop year, and the
final price is determined at the end of the crop year. If the final price
is higher than the initial price, a price supplement is paid to the pro-
ducers’ organisation and the organisation can either hold it in reserve
or redistribute it to the farmers.

The second level—self-insurance—is managed nationally by the inter-
branch organisations and should cover moderate risks of price falls.
When prices are above a pre-determined minimum price to producers,
a portion is deducted to finance the self-insurance fund managed by
the inter-branch organisations. Below this minimum price, the fund
supplements the price. This minimum price is revised in function of
changes in world prices, following the overall trend. In times of low
prices (as has been the case for several years), it is necessary to vary
the minimum price in the same direction over the years to ensure the
sustainability of the system.

The third level consists of a re-insurance system managed regionally with
the aid of donors. Destined for exceptional price drops, it would be avail-
able to commodity chains that apply healthy management rules in their
self-insurance systems. The initial amount needed is estimated at 100
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million euros. This third level requires a commitment from other donors
but some express doubts as to the effectiveness of such a system.

No matter what system is proposed, the first step must be improving the
inter-branch organisations’knowledge of price risk issues and insurance
mechanisms in East and West Africa. These mechanisms must be im-
plemented through existing institutions and involve the inter-branch or-
ganisations. Pilot experiments are in place in Uganda and Tanzania.
Other pilot experiments are planned for countries in West Africa.

Finally, creating a stock exchange for cotton and other commodities
must be envisaged on regional scale.
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Commodity Chain
Integration–Related Activities

The development of local cotton fibre processing is a clearly pro-
claimed objective today in African cotton-producing countries as a
way to provide added value to cotton exports. Promoting local pro-
cessing is also a way for the cotton sector to be less vulnerable to price
volatility and shocks on the world cotton market. Local cotton fibre
processing is therefore above all seen as a true development strategy,
unlike specialisation in commodities. However, past attempts at set-
ting up processing structures often ended in failure given the numer-
ous constraints to overcome.

In the 1970s, the sector growth rate for the textile industry in WAEMU
countries was often higher than that in Southeast Asian countries. At
the start of the 1980s, roughly forty textile industries occupied the re-
gional fancy and wax print fabric market and produced yarn and un-
bleached fabric, in part destined for export. In 2004, only three com-
panies with satisfactory activity (two in Côte d’Ivoire and one in
Senegal) remained, perhaps to be joined in a few years by three other
spinneries recently created in Mali, Benin, and Burkina Faso. This
crumbling of the textile industry within WAEMU is due to strong in-
ternational competition, fraudulent imports (used clothes and counter-
feits) that create unequal competition at the local level, insufficient de-
velopment of the regional market, the obsoleteness of the industrial
infrastructure, the high cost of transport and energy, and an institu-
tional environment that is not very conducive to investment.

Nevertheless, even if these obstacles are not lifted, certain advantages
show the development potential of a textile sector in WAEMU: avail-
ability of quality, competitive cotton, possibility of meeting origin rules
such as those imposed by AGOA or in the framework of future ACP-
EU EPAs, strong and specific local demand, and international restruc-
turing underway with the moving of processing closer to production
zones and abundant labour.
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Three conditions are crucial for the development of a textile industry
in Africa:

� proximity with cotton-producing basins is important but not suffi-
cient: access to the commodity at competitive prices is necessary;

� it is crucial to favour the cost of the commodity in the production
costs at various stages of fabrication; and

� re-conquering the domestic market before exporting is a priority
and a good indicator of competitiveness.

Government authorities have an important role to play in the develop-
ment of an African textile industry: market protection, facilitation of
administrative requirements, creation of a favourable and reassuring
framework for investors, and provision of affordable energy. Other
measures are a matter for the private sector such as a permanent search
for niches and new markets, and better identification of needs to adapt
the supply, in particular for regional markets.

Niche markets could also be explored in so far as they represent size-
able and remunerating markets for both the African textile and cloth-
ing industry and cotton production. Commodity differentiation could
be an interesting strategy. Labels such as “organic”, “fair trade”, and
“certified origin” could be a few characteristics that allow African cot-
ton to receive more remunerating prices and in a better situation in the
face of the competition.

The development of organic cotton production has a certain number
of positive effects: increase in income for producers via better valua-
tion of cotton, reduction in trickle-down effects on the environment
and producers’ health due to the use of pesticides, and increase in pro-
ductivity. The introduction of organic cotton cropping requires spe-
cific support measures, product certification, and a partnership with
the textile industry for the sale of the cotton. The demand for organic
cotton should increase in the coming years and there is therefore an
opportunity to be grabbed for African cotton. However, the govern-
ment authorities’ support for this crop is necessary to avoid having
producers abandon this mode of production in favour of conventional
farming because of a lack of rapid profits.
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The End of the MultiFibre Agreement

The MultiFibre Agreement that governed trade in the textile indus-
try will come to an end on 1 January 2005, and liberalisation of the
sector will be complete. The MultiFibre Agreement, which entered
into vigour in 1974, aimed to protect the textile industry in devel-
oped countries in the face of growing exports from developing coun-
tries via a quota system. These quotas were not evenly distributed
among exporting countries and some benefited more than others
from the Agreement. During the Uruguay Round negotiations, pro-
gressive liberalisation was decided and implemented from 1995 in
three successive stages. Importing countries progressively increased
their import quotas and a growing share of the textile trade was lib-
eralised. The developed countries chose which products would be
opened to competition, continuing to protect sensitive products.
This system comes to an end on 1 January 2005, and the import quo-
tas will no longer be applied. Not all developing countries will ben-
efit from this liberalisation. Indeed, those that had large quotas on
certain markets (such as Morocco and Tunisia on the domestic
European market) will be subjected to heightened competition.
Similarly, textile exporting ACP countries that had privileged ac-
cess to the European market, will loose their trade preferences. China
should be the primary beneficiary of this liberalisation, reinforcing
its position and largest exporter worldwide, followed by other coun-
tries where labour costs are low, such as Vietnam.
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Support for
the Cotton Sector

As shown in the previous sections, the challenges facing the cotton
sector in African cotton-producing countries are considerable. The in-
ternational community of donors will have a role to play in helping
the countries concerned with this task by providing specific support.

The West African Development Bank (WADB) is financing 27 cotton
textile commodity chain promotion projects in WAEMU: support in-
frastructures, cotton production support, ginning units, and the textile
industry. It supported the activities within WAEMU to obtain the elim-
ination or attenuation of the effects of subsidies granted by large cot-
ton-producing countries, and for the development of the textile com-
modity chain in the sub-region. It supports the agenda for the
competitiveness of the cotton textile commodity chain adopted by the
WAEMU Council of Ministers, notably by financing feasibility stud-
ies on the creation of a regional promotion fund. WADB works to pro-
mote private sector financing tools and instruments for the processing
of cotton fibres.

The European Commission has for several years provided considerable
support to the cotton sector. The partnership makes it possible to struc-
ture and organise this support. This financial support is accompanied
by political commitment alongside African cotton-producing countries.
This support consists of three levels of intervention: national, regional,
and international. Nationally, the cotton strategy must be integrated in
the poverty reduction strategy and national sectoral strategies. National
Incentive Programmes (NIPs) are elaborated after national-level prior-
ities are identified. Three sectors of concentration are directly linked to
cotton: rural development, agriculture, and infrastructures. A cotton-
specific fund is not desirable for reasons of sustainability and lack of
strategic coherency but the existing tools can be re-oriented at the re-
quest of ACP countries to provide support to the cotton sector. In the
framework of the mid-term NIP review, the countries themselves can
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re-orient the priorities of sectors of concentration towards cotton-pro-
ducing regions and/or reallocate resources to the cotton sector. Thus,
four countries have indicated that cotton is a sector of intervention and
the EC has proposed the reallocation of a total of €40 million for spe-
cific and structural support to the sector. Other instruments are avail-
able, such as FLEX whose response capacity shall be improved, pri-
vate sector support (investment facility by the European Investment
Bank, the Center for the Development of Enterprise, the Pro€Invest
programme), and technical assistance linked to commercial questions
via the capacity-building facilities for negotiations in the framework of
EPAs and WTO, for example. The European Investment Bank plays a
particularly important role in this context because it manages the
Investment Facility, financed under the EDF, and contributes its own
funds to finance investment projects in ACP countries.

Regionally, until now there have been few cotton-related activities.
The creation of a Cotton Task Force is proposed to prepare EPAs to
maximise their potential contribution to the development of the sec-
tor. During the mid-term review of Regional Indicative Programmes
(RIPs), additional funds (through budgetary redeployment) will be
available. Internationally, the European Commission proposes an in-
ternational capacity-building programme on agricultural commodities
to support national and regional efforts. A specific share of this pro-
gramme could be allocated to the cotton sector in an amount that could
reach €15 million. Four international institutions were proposed to im-
plement this programme: the World Bank, FAO, UNCTAD, and the
Common Fund for Commodities. The programme is being prepared
in consultation with ACP countries. 

The EU Member States, partners of African cotton-producing coun-
tries, have reaffirmed their support for strengthening the African cot-
ton commodity chain. Consistency between trade policies and aid poli-
cies is crucial and requires stronger links between the various
interventions. Reforms of African cotton commodity chains must be
better planned and linked to the real progress towards the liberalisa-
tion of world cotton markets. A reflection on policies underway and
already existing support must be a prerequisite to the potential estab-
lishment of new support programmes.
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France, the United Kingdom, Germany, Sweden, Belgium, Denmark,
and the Netherlands provide direct or indirect support to the African
cotton sector, nationally or regionally. This support concerns support
to producers’organisations, investments in infrastructures, facilitation
of access to inputs, support for research and development (integrated
pest management, experimentation of new biotechnologies), promo-
tion of sustainable management of natural resources, support for re-
forms, trade policy and negotiation support, the establishment of a
framework conducive to business, and the introduction of price risk
management mechanisms. Regionally, it is a matter of supporting re-
gional organisations, regional networks of producers’ organisations,
and FAO projects, for example. These Member States, cotton partners,
feel that it is necessary to better coordinate and harmonise their cot-
ton policies and programmes in order to improve their effectiveness,
for example through the Integrated Framework and Poverty Reduction
Strategies.

The World Bank Group provides cotton producers support when re-
quested to improve the effectiveness of the sector and restructure it.
This support comes in the form of productive investments, social funds,
and budgetary support. Two new elements have developed: financing
safety nets for vulnerable groups in cotton-producing regions, and the
development of price risk management mechanisms. In multilateral
negotiations, the World Bank Group pleads for the reduction of cot-
ton aid by developed countries and for the opening of markets to African
products in the framework of bilateral negotiations. During periods
when world prices are low, the World Bank supports African countries
via adjustment funds. Specifically concerning cotton, the World Bank
has provided funds for investment and institutional restructuring. Future
compensation will depend on the nature and scale of losses, the avail-
ability of other forms of compensation, the quality of internal reforms,
and coherency with the other forms of support in the country and the
targeting of those who have really suffered losses (the farmers, and
not the general budget, for example).
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Acronyms Used

ACA African Cotton Association
ACP Africa-Caribbean-Pacific
AFD French Development Agency 
AGOA African Growth and Opportunity Act
CIRAD International Agronomic Research & Development

Cooperation Centre
CMA/WCA Conference of Ministers of Agriculture of West and

Central Africa
CTA Technical Centre for Agricultural and Rural

Cooperation ACP-EU
EC European Commission
ECOWAS Economic Community of West African States
EDF European Development Fund 
EPA Economic Partnership Agreement
EU European Union
FAO Food and Agriculture Organization of the United Nations
GDP Gross Domestic Product
GMO Genetically Modified Organism
ICAC International Cotton Advisory Committee
IFDC International Center for Soil Fertility & Agricultural

Development
LDC Least Developed Country
NGO Non-Governmental Organisation
NIP National Indicative Programme
OECD Organisation for Economic Cooperation and

Development
PO Professional Organisation (producers or ginners)
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PRS Poverty Reduction Strategy
RIP Regional Indicative Programme
ROPPA Réseau des organisations professionnelles et de

producteurs d’Afrique de l’Ouest [Network of West
African professional and producers’ organisations]

UNCTAD United Nations Conference on Trade and Development
WADB West African Development Bank 
WAEMU West African Economic and Monetary Union
WB World Bank
WCA West and Central Africa
WTO World Trade Organisation



43European Union–Africa Cotton Forum: Summary of Proceedings

Action Plan for the Implementation
of the European Union–Africa Partnership

for Cotton

This Action Plan is based on the presentations and discussions during
the Forum, and its preparatory phase, involving all different parties
and levels.

It is the general frame for the implementation of the EU-Africa Cotton
Partnership.

It contains 7 sheets: 6 thematic sheets by session, and 1 sheet on co-
ordination and monitoring.

Every sheet contains the most prominent expected results in the medium
term. 

Each sheet also contains the most important activities.

The activities are assigned to two groups: national and international
level. (A partnership always should have a minimum of two parties.)

Below the sheets, you find some examples of countries. We have only
taken the four countries that we asked to do a presentation. That does
not mean that we exclude countries for any follow up.
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