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The ICAC and the world cotton economy

International Cotton Advisory Committee (ICAC, est. in 1939) is one of the oldest 
international commodity bodies. It brings together 42 cotton producing, consuming and 
trading countries and assists their governments in promoting sound world cotton economy. 
The ICAC aims to improve transparency in cotton market by raising awareness, fostering 
international cooperation, gathering statistical data, providing technical information and 
forecasts on cotton and textiles markets.

Being among most significant crops in term of land use, cotton is an important employment 
generator and a vital commodity to rural communities, traders, textile industry and consumers 
throughout the world. The most widely used natural fibre grown in more than 100 countries is 
a heavily traded agricultural commodity, with around 150 states being involved in its trade1.

According to the ICAC, around 100 million households are directly involved in cotton 
production. The cotton sector provides a major source of employment and income to over 
250 million people in production, processing, storage and transportation stages of this 
agricultural value chain. Additional millions of jobs are provided by allied industries ranging 
from agricultural inputs and machinery to textile manufacturing.

Cotton production is dominated by China, India and the US, with the latter remaining 
dominating exporter and largest subsidiser of cotton production. China is the world's biggest 
importer. The ICAC estimates world cotton trade for 2011/2012 season at 8.6 million tonnes, 
driven by record imports from China, whose stocks are expected to more than double to 
5 million tonnes2.

Cotton production and trade has a major potential for growth and development. Exports of the 
"white gold" are critical to cotton-dependent ACP economies, especially the "Cotton Four" 
(C-4) group of Benin, Burkina Faso, Mali and Chad. As cotton is the most important source 
of agricultural export earnings for LDCs as a group, a breakthrough on cotton in the WTO 
could mean a breakthrough in negotiations on the Doha Development Agenda.

Cotton and textiles in the EU

In the EU, cotton is currently cultivated by some 100.000 producers in Greece and Spain, 
producing 340,000 tonnes of ginned cotton on the area of 370,000 hectares3. The EU has 
become a net cotton exporter in 2009. As the EU produces only 1% of the world's ginned 
cotton and has a 2.8% export market share, it has rather negligible impact on global market 
prices of this intensively traded agricultural commodity. 

Nevertheless, the economic weight of the cotton sector should not be underestimated. Apart 
from being a source of income to farmers, ginners and traders, cotton is vital to European 

                                               
1 The ICAC estimates world cotton production will contract to 25.1 million tonnes in 2012/2013 season, with 
global trade declining to 8.1 million tonnes. The international cotton season runs from August to July. 
2 The ICAC expects global stocks to jump to 13.3 million tonnes in 2011/12 and to 14.5 million tonnes in 
2012/13.
3 Only around 230 tonnes of cotton were produced in Bulgaria in 2011.



DT\904020EN.doc 3/5 PE491.080v01-00

EN

textiles and clothing industry1.

Total EU trade value in cotton amounted to nearly one billion euro in 2011, with the 
combined production and trade interests of the EU cotton sector estimated at 1.6 billion euro2.

Cotton trade as a tool for development

The EU is the largest provider of cotton-related development assistance via the EU-Africa 
Partnership on Cotton, seeking to boost African competitiveness. The total value of 
development assistance to African cotton by the EU and its members since 2004 has exceeded 
€ 350 million. In 2009, the EU was the world's leading importer of LDC's textile and clothing.

Subsidies, foremost highly-distortive US subsidy programmes, remain a critical issue to the 
West and Central African cotton-dependent economies and their small-scale producers.

Your rapporteur commends the fact that the EU market for cotton is duty, quota and export 
subsidy free. The latest cotton reforms were a significant step towards subsidy decoupling 
from production and addressed overcapacity in the ginning industry. Nevertheless, the EU 
maintains 35% coupled aid, and the Union's subsidies if measured per kilo of cotton produced 
are the highest.

Despite a commitment of WTO members to address cotton "ambitiously, expeditiously and 
specifically", no progress has been attained so far. Your rapporteur urges for a greater 
coherence of the EU's cotton regime vis-à-vis trade and development objectives, as 
sustainable trade rules ensuring level playing field through the multilateral trade system is the 
best form of aid. 

Merits of joining the ICAC

The ICAC remains one of a few International commodity bodies (ICBs) of which the EU is 
not yet a member. Nine EU Member States are currently members of the ICAC. If the EU 
joined the ICAC, the Commission would represent the EU with an exclusive competence and 
pay the annual contribution on its behalf. 

As cotton is vital to the Union's trade and development objectives, it cannot afford to stay 
outside the ICAC. Membership in this body would allow the EU to enhance co-operation and 
dialogue on cotton issues, access timely, accurate, relevant information and analytical advice, 
facilitate linkages and partnerships between the textile sector, cotton producers and public 
authorities.

Your rapporteur is convinced that it is in the best interests of the EU to accede to the ICAC. 
Speaking with one voice within a single delegation would ensure greater consistency of 
actions and would allow the EU to have a bigger influence on "the cotton agenda". The EU's 
membership would also give a much-needed boost to this commodity body and its relevance 

                                               
1 The value of exports of the EU's textile and clothing industry totaled 34 billion € in 2010. It employed 
1.9 million workers in 127.000 companies throughout the EU-27 (Eurostat and Euratex data).
2 Eurocoton estimates.
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in cotton economy. 

Recommendations

The aim of this accession is to have an active EU within a strong and effective ICAC. As the 
EU's annual contribution for the ICAC membership is expected to comprise around 360,000 
USD1, i.e. around 20 % of total member contributions, it is imperative for the EU to safeguard 
adequate representation weight and voting rights within this international commodity body. A 
good value for the European taxpayers' money must be ensured.

Your rapporteur urges the Commission to fully use the potential of the membership in order to 
strive for enhanced market transparency and sustainability. It should swiftly react to any 
possible cotton export restrictions and other actions leading to excessive price volatility. Your 
rapporteur calls on the Commission to continue ensuring that the voice of the European cotton 
growers, ginners, traders and researchers is being heard within the ICAC framework.

The Commission must push for advancing the WTO negotiations on cotton2, in the context of 
necessity to find a balanced approach in the EU CAP reform and the future US Farm Bill. It is 
vitally important to ensure that China, the biggest cotton market, joins the ICAC and plays a 
constructive role in the cotton economy3.

We must address the malaises of the global cotton market shared by most of the "soft 
commodities": supply and demand imbalances, price volatility, child exploitation and 
environmental degradation. It is essential to create conditions for small producers from 
developing countries to move up the cotton-textile-clothing value chain and grasp potential of 
organic and fair trade cotton4. Better access to insurance and price-hedging mechanisms, 
knowledge and credit as well as better diversification is also of an essence.

The potential offered by cotton should be fully exploited in Economic Partnership 
Agreements, ensuring that African producers get access to the main value chains serving the 
EU textile and clothing industry.

It is vital to improve traceability of the supply chain in order to work towards reduction of 
child and forced labour5 and increase environmental sustainability. Your rapporteur urges all 
the stakeholders of the cotton economy to step-up efforts in fighting worst forms of child 
labour in cotton picking and ginning and reduce environmental degradation, including water 
footprint and the use of pesticides. It is imperative to fight against human rights violations and 
environmental pollution throughout the value chain, from cotton harvesting to textile 
factories.

Your rapporteur calls to further fight trade distorting measures, including all forms of export 

                                               
1 This includes a fixed member share and a variable part based on the volume of raw cotton trade.
2 Texts adopted P7_TA(2011)0380.
3 The size of the Chinese national cotton reserve adds to uncertainty in the global cotton market.
4  Examples of sustainability-bound certification schemes include Better Cotton Initiative, Cotton Made in Africa 
and Ecoproof.
5 Texts adopted, P7_TA(2011)0586.



DT\904020EN.doc 5/5 PE491.080v01-00

EN

subsidies1 and export bans2. It is important to safeguard cotton production in the EU, but it 
must consider further gradual decoupling of aid to European cotton producers, reinforcing 
transitional restructuring measures for the most affected regions. Taking into account 
contraction of cotton production and the primary textile industry in Europe, your rapporteur 
urges European farmers, traders and retailers to use possibilities opened by organic and fair-
trade cotton marketing. 

                                               
1 According to the ICAC, subsidies are pushing cotton market price down by 10%. Subsidies to the cotton 
industry are estimated at $1.3 billion in 2010/11, down from $3.2 billion in 2009/10, primarily due to record 
prices for cotton.
2 India has been repeatedly  introducing export restrictions during the last three years.


