.
.

Aid is important and useful for the West and Central Africans countries and their cotton future. However, aid itself is not sufﬁcient and
would be meaningless without real and tangible results in trade. The
West and Central African countries’ ﬁrst and primary focus is to ﬁnd
a solution in trade. Their plea at the WTO crystallizes this concern.
An international cotton market free of trade distorting measures
will allow them to sell their cotton competitively at a decent price
enabling them to earn their living with dignity.

Trade distorting cotton subsidies need to be removed in industrialized countries as part of the discussions at the WTO as a matter of
urgency. The elimination of cotton subsidies and other price-distorting factors would lead to higher cotton prices and spur production
in non-subsidizing countries in Africa. Dealing with excessive cotton
subsidies has become a litmus test for the policy coherence and political credibility of ﬁrst world countries.

US COTTON SUBSIDY AND THE GROSS
NATIONAL INCOMES FOR SELECTED WEST AND
CENTRAL AFRICAN COUNTRIES ($ BILLIONS)
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CULTIVATING
A COTTON CRISIS
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A slippage of the level of ambition attributed to cotton in Cancun and
reiterated by the WTO July 2004 framework could only be seen by
the developing world and the cotton exporting least developed countries as a betrayal of the Doha Development Agenda. A solution in
cotton would represent a good opportunity in the achievement of the
Millennium Development Goals which centre on halving poverty and
improving the welfare of the world’s poorest by 2015. This would be
best served by an early harvest on cotton trade reforms.
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subsidies. Africa negotiators cannot afford to return to their cotton producers with ﬂowery words not followed by deeds.
• A date is to be ﬁxed for an end to all cotton subsidies at Hong-Kong.
• Bridging ﬁnance as a social safety net to enable the cotton farmers to survive until WTO measures are fully implemented.

www.enda.sn
www.oxfam.org
www.abcburkina.net
www.roppa-ao.org

IMPRINT
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• A concrete, immediately applicable action on domestic and export

www.ecowas.int
www.boad.org
www.ictsd.org
www.acici.org
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Africa is calling for a reasonable solution (already mandated in the
July Package 2004) that provides for modalities to place cotton on
a fast-tracked time table leading to the constitution of a fair world
cotton market :

www.icac.org
www.worldbank.org
www.oecd.org
www.uemoa.int
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WHAT IS THE BOTTOM LINE
FOR NEGOTIATIONS NOW ?

FURTHER COTTON READING
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The developed countries have the means to really make a difference
in some of the least developed countries of the world through simple
but effective actions. First and foremost, a concrete and acceptable
solution in trade has to be found urgently to eliminate all forms of
trade distorting measures on cotton. Moreover, for the international
community there is a responsibility to provide exceptional ﬁnancing
to help African cotton farmers to survive until a liberalized cotton
market is in place through short-term aid in the form of a safety
net. Finally, the developed countries have an excellent opportunity
to direct aid and investment in a sector that has a real potential to
alleviate poverty on a long-term basis.

Our materials and newsletters are posted on our website :
www.ideascentre.ch
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West and Central African countries are, however, in danger of slowly
loosing their competitiveness in cotton. The increase in cotton production has been based on an extension of area rather than a productivity
increase. Farmers, lacking alternative opportunities, have planted
cotton on marginal lands. To be able to compete in the future, investments in productivity as well as diversiﬁcation is required. Neither
these poor farmers nor their impoverishment countries will be able
to do this alone.

IDEAS Centre offers policy advice services to developing and transition
country governments in the areas of international trade, development
and economic governance. In relation to the World Trade Organization
(WTO), IDEAS Centre helps low-income countries defend their trade
interests and thus use their WTO membership in a way that supports
their development.

© William Albert Allard / National Geographic image collection / Getty Images

IS AID AN ALTERNATIVE
SOLUTION TO TRADE ?

U S $ 4. 5 B I LLI O N I S PROVI D E D TO RI CH COU NTRY
C O T T O N G R O W E R S I N S U B S I D I E S A N N U A L LY
FI RST WO RLD COT TO N S U B S I D I ES E XCE E D
THE GROSS NATIONAL INCOMES OF THE INDIVIDUAL
W ES T A N D C E N T R A L A FR I C A N COT TO N P RO D U CING COUNTRIES THE RECENT ONCE OFF COT TON
A I D PAC K AG E O F T H E U N I T E D S TAT E S TO F I V E
A F R I C A N C O U N T R I E S WA S M E R E LY E Q U A L
TO HALF A DAY’S WORTH OF SUBSIDY FOR A US COTTON
GROWER WEST & CENTR AL AFRICAN COU NTRI ES
A L O N E FA C E A FA L L O F C O T T O N E X P O R T R E V E N U ES OF ABOUT US $ 3 0 0 M I LLION I N 20 0 5 WEST &
CE N T R A L A FR I C A N CO U N T R I ES R E LY O N COT TO N
FOR 60 % OF THEIR EXPORT REVENUES IN THE UNITED
S TAT E S A N D T H E E U R O P E A N U N I O N COT TO N
ACCO U N T S F O R L E S S T H A N 1 % O F T H E I R E X P O RT
REVENUES
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The 25,000 cotton farmers in the USA and the 100,000 ones in the
European Union have alternatives to cotton production. It cannot be
that their interests are deemed more important to the world community than the fate of 15 million poor cotton farmers who depend
on this crop for their survival.

WHAT IS THE PROBLEM ?

The new millennium has brought difﬁcult times for African cotton
producing countries. In line with most primary commodities, real
cotton prices have declined considerably during the last 40 years.
They are currently half their 1960s levels, squeezing farmers’ incomes and lowering economic growth. The well being of millions of
people in Africa is at stake. Fifteen million people of the West and
Central African sub-region alone depend directly on the production
and the export of cotton.

The current low level of cotton prices have undoubtedly been inﬂuenced by the support provided by major players. As an example, the
magnitude of the US subsidies can be compared to providing the cotton farmers in the rich nations with the equivalent to the entire gross
national income of Benin and Chad every 12 months. The problem
is compounded by the fact that Africa does not have the means to
provide generous government supports to cotton farmers and by a
lack of switching alternatives for these cotton farmers. The African
continent is thus home to millions of cotton producers who certainly
have a vested interest in the pursuit and impact of reform in this
sector.
Fibre quality in the African cotton is superior to the average quality produced in the major subsidising countries because the African
environment is highly favourable to cotton cultivation and because
the cotton is hand picked. As a matter of fact, cotton is a tropical crop,
which is often produced in the developed world at the limit of the
suitable natural conditions for cotton production. The cotton subsidy
omnibus, is a farmers dream come true in many developed countries,
and a perfect safety net at the expense of more efﬁcient producers
elsewhere.

In the ‘July Package’ (2004), the text couches the now famous terms
describing the future work on cotton which is to be dealt with ‘ambitiously, expeditiously and speciﬁcally’ in the WTO negotiations. The
trade and development issues are clearly stated and are linked. In
terms of this text, the WTO Members have to ensure that the cotton issue is given appropriate and independent priority from other
agricultural sectoral initiatives.
In order to give effect to the concepts of ambition, expedition and
speciﬁcity within the agriculture negotiations, a Cotton Sub-Committee was established under the umbrella of the WTO Committee
on Agriculture. It is tasked to work on all trade distorting policies
affecting the cotton sector, in the three pillars of market access, domestic support, and export competition as speciﬁed in the 2001 Doha
Declaration, which launched the current negotiations. The work of
the Cotton Sub-Committee takes into account the need for coherence
between trade and development aspects of the cotton issue.

WHO SUFFERS ?

The subsidization of cotton exports by developed countries has a
disastrous effect on prices for these countries. In the WTO Cotton
dispute proceedings Benin referred to a study describing the social
proﬁle of the cotton growing community in their country :

• 85 % have houses with mud or mud-brick walls
• 62 % live in houses with a dirt ﬂoor
• 72 % have corrugated metal roofs and 28 % have straw roofs
• 53 % get drinking water from a public well
• 18 % use water from a river or lake
• 2 % or less have electric lights
• 98 % use oil or kerosene lamps
• the nearest source of drinkable water is 430 meters away
• the nearest paved road is 36 km away
• 34 % of farmers do not own a chair, nor a table, nor a bed.
In the WTO Cotton Dispute, Benin and Chad produced expert witnesses who demonstrated the direct correlation between a drop in the
world price of cotton and the increase of rural poverty in Africa. For
example, Dr. Nicholas Minot of the International Food Policy Research
Institute (IFPRI) testiﬁed before the Panel that a 40 % reduction in
farm-level prices of cotton has the effect of pushing an additional
334,000 people below the poverty line in Benin. This factual evidence
adduced by Benin and Chad was neither challenged nor contradicted
by the United States in the proceedings.

A well timed WTO dispute can tackle offending agricultural subsidies
while also having the strategic advantage of bringing pressure to
bear on the pace and extent of the agricultural negotiation process
itself. The two cotton producing African countries, Benin and Chad
took up third party rights in the Cotton dispute, and were on the winning side of Brazil. They were attuned to the interwoven logic of the
action brought by Brazil against the United States on cotton.

Gordon Brown
UK Counsellor
of the Exchequer
January 2005

The case showed that the US was using the agricultural support
boxes – Green Box, Amber Box and export (red) subsidies – in a WTO
illegal or inconsistent manner ; and thus the US has to get rid of or
change these subsidies. The US has yet to pass the legislation to fully
comply with the ruling, and as such could still face ﬁnancial retaliation from Brazil. The quantum of the compensation is substantial,
and is estimated in the amount of US$ 4.037 billion.
In their submission to the WTO Appellate Body, Benin and Chad declared that they have suffered disproportionately as a result of WTO
inconsistent US subsidies. The US measures have produced genuine
human suffering in Benin, Chad and other countries of West and
Central Africa, where illegal US subsidies drag cotton farmers and
their families from mere subsistence living into poverty.

IS AFRICA HELPING ITSELF ?

© Evans / Getty Images

The Cotton Initiative was raised both in the General Council and the
agriculture negotiations by Benin, Burkina Faso, Chad and Mali in
early 2003, introducing a ‘Sectoral Initiative in Favour of Cotton’. The
proposal described the damage that the four countries believe has
been caused to them by cotton subsidies in richer countries, called
for the subsidies to be eliminated, and for compensation to be paid
while the subsidies remain to cover economic losses caused by the
subsidies.

THE WTO
COTTON DISPUTE

« Deep seated trade justice
would require the European Union
and the rest of the world’s richest
to honestly face the ‘waste
and scandal’ in agricultural
protectionism. »

© Richard Dobson / Getty Images

THE WTO
COTTON INITIATIVE

Benin Statement
to the WTO
Appellate Body
13th December 2004

« I would note that
many people in sub-Saharan
Africa believe that the rules
of the multilateral trading system
were written by major countries
for the beneﬁt of major countries.
However, we believe that the WTO
system can and will recognize
the impairment of rights suffered
by least-developed countries. »

The African cotton producers have an important responsibility themselves to adjust to the decline in world market prices. Like all countries, they need to build well managed economies, based on sound
budgets and low inﬂation. To avoid social upheaval, African countries
may have to divert budgetary resources to shore up loss making
cotton production, with a need to provide exceptional ﬁnancing in
the short term during a period of adjustment. The governments of
Benin, Burkina Faso, Chad, Mali and others have indeed implemented sector reform strategies during the past few years. Reforms
have aimed in particular at increasing producer’s involvement in
cotton sector management, reducing the cost structure of ginning
companies through privatization and opening up competition in the
ginning sector. However, implementation has been uneven and the
results of these reforms, so far, have been mixed.
Secondary inﬂuences are also present. Record levels of world cotton production and stocks are further driving down prices, which
have fallen by as much as 25 % (one quarter) in the past year. The
increase in output is from advanced economies, where cotton production is subsidized, but it is also driven by low-cost developing
countries. Some of these countries are raising productivity quickly,
often through the use of genetically modiﬁed cotton, but also supported by other reforms. These structural changes in the world cotton market lead most experts to agree that cotton prices are likely
to remain weak in the coming years. In order for African producers
to improve their productivity, they have to generate surplus income
in order to invest in farming technology and agri-business training.
This required surplus cannot be generated without an improvement
in cotton prices, which is likely to continue to be absent in the face of
cotton subsidies.

