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This note constitutes a new update on the implementation of the EU-Africa Cotton
Partnership on Cotton signed by the EU and the African States in July 2004. At the Paris
Forum (July 2004), the EU and the African States approved the Partnership and adopted a
joint action plan for the cotton sector. It deals simultaneously with components pertaining to
both the trade and development aspects of the Partnership. The seven fields of the action
plan are: (i) international trade; (ii) national and regional cotton strategies; (iii) policies and
institutions; (iv) technological innovation; (v) risk management and finance; (vi) integration in
the cotton value chain; et (vii) coordination. A general overview for each field is provided as
Annex 1.

A Steering and Follow up Committee for the Africa-EU Partnership on cotton (COS-cotton)
was created to follow up the development component of the Action Plan adopted at the Paris
Forum in July 2004. Its priority assignments are to supervise mobilization of financial
resources, stimulate implementation of approved activities, coordinate and disseminate
information available on the subject. In addition, as the Partnership develops, it will also
consult on a regular basis a broader group of representatives of the public and private
sectors of the EU and Africa.

COS-cotton is currently chaired by the Ambassador of Burkina Faso, who represents the
ACP Cotton Group. COS-cotton is a committee of experts consisting of 11 members
representing five categories of players: the ACP States; the EU represented by the
Commission (DG Development and EuropeAid) and an EU donor country for cotton
(presently France); regional integration organizations represented by WAEMU; the joint ACP-
EU organizations (CDE, CTA); and the private sector (AProCA for the producers, ACA for the
ginners, ACTIF for industrialists involved in local processing of the cotton fibre).

This publication seeks to contribute to the need to share information with a broader
audience, but does not claim to exhaustively cover all the aspects of the Partnership. The
present update covers the main facts and events related to the Partnership since November
2008, situating them in the evolution of the international cotton context and of African cotton
value chains. The main initiatives, activities and information concerning the latter at
national/regional levels are then summarized

The previous update on the EU-Africa Cotton Partnership was issued in October 2008
Other updates can also be down-loaded from the site: http://www.cotton-
acp.org/english_acpue.htfiAction Plan” heading.
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1.1 World Prices

As communicated in the preceding Update of October 2008, the intensification and
propagation of the financial crisis, that started around mid-year in the US, to the rest of the
financial world, has had a major economic impact. Among other things, they have contributed
to accelerating the return to falling world prices of raw materials and of agricultural
commodities, while also increasing the magnitude of the price decrease. Cotton was not
spared by this overall trend.

Like most agricultural primary products, cotton is subjected to a trend of falling real prices
over the long run. This is linked to the continual increase in productivity and associated
decrease in production costs. This long term trend has been accompanied in recent years by
an increased volatility, a phenomenon which is shared by most other agricultural
commodities. The cotton market has experienced two major crises during the last decade —
in 2000/02 and 2004/5 — and will most probably undergo another crisis in 2008/09, like most
other agricultural commaodities (see figure 3, page 14).

Figure 1 depicts the evolution of the Cotlook A index of average monthly process for the
period January 2006 to March 2009. As a result of the financial crisis, prices have collapsed
once more as from September 2008. Over a three months period, they have lost 30% of their
value as compared to the August 2008 Cotlook A index which stood at 78 US cents per
pound. This index even felt, on 10™ March 2009, to 50.15 US cents per pound, which is
close to floor levels reached at the worst of the 2004/05 crisis. However, a clear upswing set
in during April and early May, carried by the hope of a forthcoming economic recovery which
would reboot demand. Indeed, the Cotlook index jumped from 51.4 US cents per pound in
March 2009 to 56.8 cents per pound in April (an increase of 11%) and raised above 60cs/Ib
in early May before reaching 63 cs/lb towards mid-May.

According to latest ICAC? forecasts (www.icac.org), the Cotlook A index would reach an
average of 59 cs/lb for the 2008/09 season, and 57 cs/Ib for 2009/10. However, the latter
forecast remains somewhat risky given uncertainties with respect to estimates of cotton
guantities to be marketed in 2009/10. ICAC has therefore revised its forecast predicting that
the Cotlook A index would be within the 56 to 63 cs/lb range.

Cotton Oil

Figure 1 also shows that world prices for cotton oil have followed a trend similar to that of
cotton fibre since 2006. A major increase was registered between April 2007 and July 2008
(_ 119%), followed by a severe drop from Augus 2008 to February 2009 (-65%).

[ ( "0 ) * iy
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Figure 1 : Monthly evolution of prices for cotton * and cotton oil**

(Jan 2006 to March 2009)
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Cotton Yarn

The Yarn Index allows one to follow the evolution of woven cotton prices on major export
markets® (India, Pakistan, Indonesia, China and Turkey). The next figure shows the evolution
of the Yarn Index in USD per kg fob over the period January 2007 to April 2009. This
evolution is put in perspective by comparing it with the evolution of the Cotlook A Index
expressed as a percentage of its mean value for 2005 which is taken as the base year.

Figure 2 shows that the Cotlook A Index increases at a much higher rate than the Yarn Index
between March 2007 and August 2008. Such a situation was conducive to a reduction in the
industrial use of cotton fibre. On the other hand, from September 2008 to March 2009, the
Cotlook A Index drops in a spectacular way (over 40%), while the drop in the Yarn Index is
less pronounced. While we can say that the present situation is more favourable to the
industrial use of cotton fibre, account must also be taken of the fact that, because of the
world economic crisis, the propensity of the consumer to pay for textile and clothing has also
dropped, often by a higher rate than for other products.
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Figure 2 : Evolution of the Cotlook Yarn Index comp  ared to the Cotlook A Index
(Jan 2007 to April 2009)
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Polyester

The next table provides a comparison of quotes for polyester fibre* over the period March
2008 to March 2009 on the US, Chinese, Taiwanese and Pakistani markets. To enable
comparison, the prices in US cents/Ib of coarse cotton fibre on these same markets are given

in parentheses.

It is noticeable that the fall in the prices of cotton fibre and polyester are of the same order in
the US and Chinese markets. However, the fall in the price of cotton fibre is greater than that
of polyester on the markets of Taiwan and Pakistan.
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1.2 Production and yields

After a record crop that reached 27 million tonnes in 2004/05, world production stands at
26.2 million tonnes in 2007/08. A 10% fall is expected for the 2008/09 crop, yielding a
production of 23.7 million tonnes®. Lower revenue from cotton, coupled with interesting
prices for competing crops and expected difficulties regarding funding of inputs, are
encouraging farmers to diminish the acreage under cotton. The fall in production is especially
significant in the USA where it stood at 32% between the last two crop seasons. In 2009/10,it
is foreseen that world production will remain stable with respect to 2008/09.

As regards yields, it must be underlined that average yield at world level, which was only 411
kg of fibre per hectare in 1980/81, has jumped from 600 kg to 773 kg between 2000 and
2008. Obviously, this average figure conceals wide differences between rain-fed and
irrigated cotton. In the latter case, yields are in general twice higher and account for 55% of
the area under cotton. However, the trend in yield increase has been more pronounced in the
case of rain-fed cotton. Average vyield for rain-fed cotton has increased from 170 kg to 450
Kg per hectare over a 25 years period (as compared to an increase from 600 to 956 kg in the
case of irrigated cotton). One of the factors accounting for recent yield increases at world
level is the rapid expansion of the area under GM cotton, which increased from 15% of
cultivated area in 2000 to 50% in 2007/08.

Table 1 : Evolution of prices for synthetic fibre a nd raw cotton

March 2008 March 2009
synthetic cotton synthetic cotton
US$ 1,87 (85,0) 1.76 (80.0)
China 11,6 (74.8) 9.3 (61.8)
Taiwan 51.0 (76.1) 41.0 (56.1)
Pakistan 100.0 (72.2) 104.0 (58.6)

Source: Cotton Outlook Vol 87, n13, March 27" 2009

1.3 Evolution of trade and demand

Demand

The industrial use of cotton has increased continually and by an aggregate amount of 8
million tonnes between 1998/99 and 2006/07. However, it stabilised at 26.6 million tonnes in
2007/08 and should stand at around 23.6 million tonnes in 2008/09. This 10% drop, resulting
from the slow down of the world economy, represents the most severe drop since World War
II. In 2009/10, industrial use of cotton at world level is expected to stay stable at 23.7 million
tonnes.

The industrial use of cotton fibre is characterised by a strong geographical concentration. In
2007/08, three countries accounted for two-thirds of world demand. These are China,
Pakistan and India.

2 % )
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Exports

Cotton exports have increased significantly in volume term (by 42%) over the 2000/01 —
2007/08 period. This increase is higher than the increase in production (which stood at 34%),
reinforcing the trend for cotton to be among the most traded agricultural commodities. India,
which was previously absent from world markets, has become within less than a decade the
second world exporter of cotton, behind the USA. French-speaking African countries are
among those experiencing a decrease in their world market share — from 13.2% in 2000/01
to 7.3% in 2007/08, reflecting the trend in reduced African production.

A contrario, world exports in 2008/09 are expected to decrease by nearly 25%, standing at
6.2 million tonnes as compared to 8.3 million tonnes in 2007/08. The Us remain by far the
major exporter at world level (42% of the market), followed by India (10%), Uzbekistan (9%)
and the African CFA zone (8%).

Imports

Following the expected 25% fall in cotton trade in 2008/09, the lowest trade level for the past
eight years, world imports should increase by some 18%, from 6.2 million tonnes in 2008/09
to 7.3 million tonnes in 2009/10. Imports recovery from mainland China, which are forecast to
reach 2.1 million tonnes, would contribute significantly to this import surge. However, it is not
clear whether the large quantity of cotton that has been warehoused by the Chinese
authorities during the current crop season (some 2.7 million tonnes by the end of March
2009) will be released on the market in the near future. If part of this stock is put on the
market in 2009/10, this could reduce by a significant amount the estimated import needs of
Chinese factories and radically alter world price prospects.

2.1 Financial crises and effects of the US Dollar/C  FA Franc Exchange
Rate for cotton exported from the FCFA zone

The African cotton sectors, especially those situated in the CFA Franc zone, have been
particularly shaken by the two major crises that the cotton market experienced in 2000/02
and 2004/05. Numerous African cotton value-chains, notably those within the CFA Franc
zone, have been subjected to a severe financial crisis in 2005 and 2006°. They would have
known better times, but for a very short period, in 2007-08, and are not immune from a
worsening of the financial crisis in 2008/09. The present crisis is compounded by a crisis at
the level of cotton traders and ginners, who have experienced considerable losses, which
blurs the future in a worrying manner.

Still, cotton prices, expressed in USD, have undergone a recovery between 2005 and mid-
2008, as have prices of most agricultural commodities. However, producers from the CFA
Franc zone have barely benefited from this recovery, because of the continued depreciation
of the US Dollar against the Euro and the CFA Franc during that period. Moreover, the
sudden appearance of speculative funds on the forward market for cotton led to a perverse

6 ( "™#7 789
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effect that compounded the increase in cotton prices during the first semester of 2008. This
resulted in significant losses to traders and deepened the lack of confidence in the market.

To recall, the average exchange rate during April 2002 was 740 CFA Francs for one US
dollar. A long period of dollar depreciation then set in as from the second half of 2002,
reaching its lowest point in July 2008 when, on average, one US dollar fetched only 416 CFA
Franc i.e. 45% less than at the 2002 peaks. Consequently, benefits resulting from the higher
price of cotton on world markets (expressed in USD) have been severely eroded in the case
of cotton exported from the CFA Franc zone. This exogenous factor has weighted negatively
and for a long time on the competitiveness of cotton from the CFA zone.

From October to February 2009, the trend was reversed with the exchange rate fluctuating
around 500 CFA F per dollar, or some 20% higher than the July 2008 rates. Unfortunately for
CFA zone cotton, this trend set in when world price had fallen by some 35% between August
2008 and March 2009. Moreover, the USD/CFA F exchange rate has started another
downward trend since April 2009. The future evolution of the exchange rate is very difficult to
forecast given the uncertainties that have been magnified by the ongoing financial and
economic crisis.

Figure 3 shows the evolution of cotton prices in USD/Kg and CFAF/kg, as per the Cotlook A
Index, for the period April 1990 to April 2009. The evolution of the USD/CFAF is also

indicated. The regression on the right of the figure shows the trend of falling cotton prices
over time.

Figure 3 : Evolution of cotton prices based on the Cotlook A Index
(in US cs/kg and in CFA Francs/kg, April 1990 to Ap  ril 2009)

N.B. : I*'January 1994, devaluation of the CFA Franc
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2.2 Prices paid to producers and producers revenues

In Eastern and Southern Africa, where prices are generally determined by the market,
producer prices have followed more or less the trend in world prices expressed in US dollars,
which implies a slight recovery between 2004 and the first semester of 2008. In Western and
Central Africa, where prices are set administratively ahead of each crop season, there has
been a lag in adjusting to lower prices (in CFAF) as shown in the figures below. Between
2000 and 2004, set prices were already above world prices. The consequence has been
additional deficits. Under the pressure of these deficits, adjustments have been more painful

and destabilising.

Figure 4 : Comparative Evolution of the A Index and

producer prices in West Africa
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More recently, some countries believed that they could increase producer prices for the
2008/09 crop, given the increase in world prices experienced during the first semester. With

the reserve trend that followed, they find themselves in a particularly difficult situation.
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Producers’ revenues have fallen significantly in all West African countries. This is as a result
of falling prices for cotton seed as well as the increase in the price of fertilisers (by over 50%
between 2005 and 2008, despite the policy of subsidies practised by most countries)’.
Under present circumstances, the efficient producers who have yields above 1000-1200
kg/ha are the only one who can derive profit from cultivating cotton.? These producers are
often mechanised and have access to the required labour force. Others barely manage to
secure an income equivalent to that of cotton wage labourers for their own labour input, if at
all. Some continue to grow cotton at a loss only because this is the only means of securing
access to fertilisers which are then used partly for food crops.

In Eastern and Southern African countries which do not use a lot of fertilisers and where soils
are more fertile, the drop in revenue has been less severe.

Table 2 : Evolution of 1st grade cotton seed price, 1999 to 2008 (FCFA/kQ)

Countries Years

1999/00] 2000/01 2001/02 2002/03 2003J04 2004/05 5@80 2006/07] 20007/0B 2008/09
Bénin 185 200 200 180 190 190 170 170 17( 190
Eg;'(‘)'”a 160 160 175 175 175 210 175 165 145 165
dc,f\fgire 183 216 175 175 185 162 140 145 150 18°
Mali 150 170 200 180 200 210 160 168 160 200
Sénégal 185 185 185 185 185 195 196 140 180 185
Togo 180 200 180 175 175 185 150 155 16(

Source Mid term review of the EU-Africa Partnership on Cotton, 2009

2.3 Evolution of production and yields

Annex 2 provides details on the evolution of cotton in Africa for the 1995/96 to 2008/09 crops
by country and main regional groupings: WAEMU, CEMAC, CEDEAO, COMESA, SADC.
The evolution is looked at from the following angles: (i) production; (ii) area harvested; (iii)
yields; (iv) consumption/demand; and (v) exports. Only the main trends are summarised in
the present section. Cotton professionals can refer to Anne 2 for up-to-date and
comprehensive details.

Production of cotton fibre over the period 1995/96 to 2007/08 in the main African economic
zones is depicted in Figure 6.

This shows that production of cotton in Africa peaked in 2004/05, before collapsing by nearly
40% during the following four crop seasons. This brought African cotton production to a level
below that of 1995/96 and barely 15% higher than the level of production recorded in

8 >) - 8 "#> 8 8 %.$'-
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1980/81. Moreover, the fall in production over the past four crop seasons is much more
pronounced than that observed at world level (-12%).

The CFA Franc zone (WAEMU and CEMAC) has been especially hit, with a 50% fall in
production between 2004-05 and 2008-09. The COMESA region recorded a drop of 38%,
while production in the SADC region did not change much over the period considered.

Among the major cotton producers of the CFA Franc zone, Mali experienced the largest fall
in production (minus 67%) between 2004-05 and 2008-09, followed by Cbte d’lvoire (-64%),
Bénin (-43%) and Burkina Faso (-31%).

The collapse in production has its origin mainly in the poor organisation of the sector and the
fact that producers exited the sector for reasons mentioned in Section 2.2 above. In most of
these countries, a severe drop in the number of cotton farmers and area under cotton, at
times as high as 50%, has been observed in recent years.

Figure 6 : Evolution of cotton fibre in the main ec onomic zones of Africa
from 1995/96 to 2007/08
(and comparison with 1980/81) — Thousand of tonnes
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Source : ICAC : world statistiques, october 2008 arLe coton ce mois-ci », march 2009

Yields, which had been stagnant over the preceding 15 years (despite increasing in the rest
of the world over the same period), have also been falling almost everywhere since 2005.
The fall was about 15% in the CFA Franc and COMESA regions between 2004-05 and 2008-
09 because of lower use of inputs and lesser care provided to cotton crops by producers.
Against this general trend, the SADC zone recorded an increase of 9% in average yields
over the same period. This was attributable to the good performance of South Africa ( plus
26%), Tanzania (24%) and Malawi (16%).

13
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2.4 Evolution of African cotton exports

While Africa’s share of world cotton exports stood at 21% in 2003/04, this share dropped to
12.7% in 2007/08. Despite a predicted minor increase to 14.4% in 2008-09, loss of market
share has been significant over the past five years. The loss is even more pronounced in the
CFA Franc zone. In 2003/04, the zone accounted for 15% of world cotton exports (or 71% of
African cotton exports); in 2007/08, its share dropped to 7.3% (or 57% of total African cotton
exports). The share of African cotton exports outside the CFA Franc zone, and especially
from Eastern and Southern Africa, has increased significantly over the last few seasons,
jumping from 29% (in 2003/04) to 43% (in 2007/08).

3.1 Multilateral trade negotiations at the WTO

# S %%&

Launched in November 2001 in Doha, negotiations on the liberalization of world trade were
due to end by December 2004. After missing that deadline, WTO and its members have
been trying to conclude the Doha Round by the end of 2008.

The last update on the EU-Africa Cotton Partnership in April 2008 gave a detailed report9 on
the evolution of WTO trade negotiations in the DDA framework, since their launch. It also
covered the "cotton sector initiative" of the C4 (Benin, Burkina Faso, Mali and Chad) that was
released in May 2003. To recall, the main requests made under this initiative related to:

(i) The gradual removal of subsidies by developed countries that produce and export
cotton;

(i) A compensation mechanism to make up for the loss of income incurred by least
developed countries during this period of gradual elimination of subsidies.

In April 2008, EU Ministers of Agriculture introduced a reform in the subsidy regime of the EU
cotton sector to ensure its compliance with WTO rules. This reform has its origin in another
reform conceived in 2004 and applies the same principles that guided the CAP reform to the
cotton sector. This mainly meant a reduction of the link between the amount of subsidy paid
to growers and the level of production. Thus only 35% of subsidies would be linked to output,
the remainder (65%) being in the form of income support whose level is determined by the
cultivated area. For African members of the C4 group, the decoupling introduced by this new
regime does not go far enough, account being taken of the EU’s pledge to consider cotton
“ambitiously, expeditiously and efficiently” at the WTO level. It is mainly the “ambitious”
character of the new measure which is being questioned.

In June 2008, the new Farm Bill was adopted in the USA and will apply to five farming
seasons over the period 2008/09 to 2012/13. It will provide support of some USD 300 billion
to US farmers over the next five years. The new Farm Bill goes against demands at WTO
level by actually increasing some subsidies.

°  http://www.coton-acp.org/docs/acpue/rapp_misejour_parten_ver_complet_avril_08.pdf (8 2.2 and annex 1)
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Still in June 2008, the WTO Appelate Body rules against US subsidies after an eight-year
judicial saga. It confirmed the ruling of December 2007 against US subsidization of its cotton
farmers, thereby bringing to an end the conflict that opposed Brazil and the US since 2003.
The US have now run out of possibilities to appeal.

At the end of July 2008, ministers of countries that are parties to the Doha Round of
multilateral trade negotiations broke up their meeting in Geneva after nine days, having failed
to reach an agreement. This failure was seen as “a serious step backwards” for the Doha
Round, which should have been concluded, at the latest, by end of 2008, as underlined by
Mr Lamy, Director-General of the WTO. Mr Lamy then indicated that he would consult WTO
members further with a view to resuming the negotiations.

' # $" %%&

Despite this difficult context, the G20 was still asking for a deal by the end of 2008 when it
met in mid-November 2008. The WTO Director has tried to take up the challenge, betting on
a change in circumstances stemming from the world crisis and fears of protectionism.

However, this new initiative met with three stumbling blocs: the sectoral initiative'®; the
SSM*™; and cotton. Three issues that involve the same three countries: India, the USA and
China, who are considered by many observers as the main opponents (more or less self
avowed) to an agreement. The Doha Round has suffered serious setbacks. At this point in
time, there are too many uncertainties for a deadline to be foreseen, and for the details of a
possible favourable conclusion to be outlined.

Moreover, in early March, with regards to the dispute between Brazil and the US on cotton,
the former asked for USD 2.5 billion worth of sanctions against the US for refusing to comply
with the WTO ruling on subsidies to cotton producers. This request came up in the wake of
the Appellate Body finding of 2" June 2008 against US cotton subsidies, considered unfair
by Brazil, and upheld as such by the WTO.

The practice of developed countries, and in particular the USA through its new Farm Bill, to
subsidize their cotton industry, will continue to push down world cotton prices.

In the context of the financial and economic crisis besetting numerous African cotton
producers, the need to continue the development component of the EU-Africa Partnership on
Cotton is further underlined. This component aims at improving the competitiveness of
African cotton and to reduce the vulnerability of the sector.
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4.1 Preliminary remarks

The detailed April 2008 update on the EU-Africa Cotton Partnership provides an overview of
the various funding' by the EC, the Member States of the EU (bilateral cooperation) and
funding by other agencies (multilateral, regional) for development cooperation projects and
programmes targeting specifically the cotton sector. The present report involves an updating
of these funding as at 30 April 2009. An updated summary table of these funding is provided
in Annex 32,

The following points must be underlined:

Funding covered relate mainly to (i) cooperation extended once the EU-Africa
Partnership had been signed; (ii) assistance that have started since 2004 (and which
has been completed or is still ongoing); and (iii) cooperation action which are still
being prepared.

Sectoral budget support is also covered when it is specifically designed for cotton

But overall budgetary support to cotton producing countries has been excluded,
despite being significant

The sums also exclude broader agricultural support, rural infrastructure funding not
specifically addressing cotton producing areas, support to farmer organisations
whose main crop is not cotton, etc,

Small amounts in support of cotton within broader agricultural or rural development
programmes are also excluded.

A more comprehensive estimate of funding going to cotton would require detailed breakdown
of funding such as budgetary support, “PRSP”, and broader agricultural programmes to
identify amounts dedicated to the sector. While this would be useful, it is a complex
assignment, fraught with methodological difficulties and requiring substantial time, as well as
the need to harmonise the approach across development agencies. This explains why the
present document only takes into account support specific to the cotton sector that have
been communicated by donors. Such an approach is justified in the context of the EU-Africa
Partnership on cotton which has been made operational through direct and specific support
to the cotton sector.

While being quite complete, the updated table of funding provided in Annex 3, and whose
data have been verified and cross-checked, does not claim to be fully exhaustive.
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4.2 Overall picture of support provided to the cott on sector by the EU,
Member States and multilateral and regional agencie s

Based on data from Annex 3, the following figure gives an idea of the breakdown of funding
as at 30 April 2009.

Fig 7: Breakdown of funding of cotton-specific prog ramme/projects
in Africa as at 30 April 2009 (Euros Million and pe  rcentage)

Aggregate funding dedicated to cotton amounts to around 476 million euros, of which 68%
come from the EU and its Member States.

In the framework of the EU-Africa Partnership on cotton, EU development funding directly
targeting to the cotton sector amounts to some 323 million euros. Half of this amount is
channelled through the European Commission in the form of grants, while the other half is
made up of loans and grants managed by EU Member States™.

On the other hand, support coming from multilateral agencies (FAO, CFC/ICAC, ITC, World
Bank'®, etc...) is estimated at around 84 million euros (106 M USD). This accounts for some
18% of total development funding for the sector. Mention must also be made of funding
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provided by regional agencies (AfDB/WAEMU™®, IFY", JITAP®®) and other states
EU (USA™, Japan). Support by those two groups is estimated at 42.5 Million euros (9% of
total funding to the sector) and 26.6 Million euros (6%) respectively.

The following table enables a comparison between the situation as at 30 April 2009, with the
ones hat prevailed on 31 October 2007 and on 31 March 2008. An increase in the funding of
the cotton sector can be observed, but this increase is less marked since March 2008. It
should be recalled that most of the EU interventions currently being implemented are funded
under the 9™ EDF; under the 10™ EDF, cotton specific funding will be much lower. Following
precise information provided by the EC, we note a clear increase in disbursement over the
period under review, although the rate of increase remains low.

Table 3: Evolution of EC and Member States Funding between October 2007
and end of April 2009 (Euros Million)

31 October 07 31 March 08 30 April 09
EC 141 147 161
EU Member States 118 168 162
Total 259 315 323
EC Disbursement rate 32,6% 41,6% 50%

Source: COS-coton and WTO W/T/CFMC. Director-General’'s consultative framework
mechanism on cotton, Update October 2008

Regarding the € 323 million of European assistance (EC and Member States) to the cotton
sector, the following can be noted:

46% (€ 150M) goes directly to C4 countries (Benin, Burkina Faso, Mali and Chad).
Assuming that those countries receive about 65% of assistance going to the region,
the share of European aid going to the C4 amounts to some 56% (€ 180M).

Taking into account Cote d’lvoire, which receives 20% (€ 65M) of European cotton
aid, the C4 and Céte d’lvoire account for 75% of European aid.

Of the remaining 25% (some € 80M), 75% goes to other West African countries
(Senegal and Togo) and Central African countries (Cameroon, RCA). Eastern and
Southern African countries (Malawi, Mozambique and Zimbabwe) receive the
remainder.

The next table compares the status of implementation of various projects and programmes
between October 2007 and April 2009. We note that over that period, the number of projects
has increased from 93 to 137. However, there is a decrease in relative terms in the number
of ongoing and pipeline projects which fall from 73% to 54%. On the other hand, the number
of completed projects increase from 27 to 45%.

%6) * A : *
1 <
7 Integrated Framework for LDCs
18 Joint Integrated Technical Assistance Programme
9 Mainly the West African Cotton Improvement PrograMACIP) for the C4 countries.
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Table 4: State of implementation of projects/progra  mmes targeting the
African Cotton Sector

Acronym 31 October 07 31 March 08 30 April-09

Status number % | number, % number %
Project Formulation Stage PFS 20 22% 18 16% 22 17%
In Progress EC a7 51% 58 52% 51 37%
Completed C 25 27% 34 31% 62 45%

D Discontinueg 1 1% 1 1% 1 1%

S Suspended 1

Total 93 100%| 111 |100% 137 100%

Source : COS-coton & WTO. W/T/L/702. Director-General’s consultative framework
mechanism on cotton, Update October 08

It is not an easy task to allocate the total amount of € 476M of financial support to African
cotton to the seven areas of the Partnership Action Plan. The main problems result from: (i)
dearth of data concerning the funding of specific projects/programmes; (ii) the fact that some
aid envelopes have been committed without being clearly allocated to specific areas. Thus,
some 23% of the total funding cannot be allocated at this point in time. Regarding the
balance, some 37% of funding relate to the “Policy and Institutions” theme of the Action Plan.
This is followed, in a descending order, by “Technological Innovation” (20%), “Value Chain
Integration” (9%), “Risk Management and Finance” (6%), “National and Regional Strategies”
(3%), “International Trade” (1%) and “Coordination” (1%).
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4.3 Main programmes, projects, and studies, at inte  rnational and regional
level

() $- !

The implementation of the Partnership has been going on since 2004. This has involved a
number of activities in different areas of the Action Plan and in several African countries.

An external evaluation of the Partnership was thus timely. The objective is to draw lessons
from the implementation of the Partnership with a view to its improvement in the immediate
future.

The evaluation started in September 2008. It was completed in April 2009, after a workshop
held on 19 March at ACP House (Brussels) and which brought together several stakeholders
(representatives of Cos-coton, EC, Member States, ACP secretariat and ACP countries,
international organisations of the AAACP....).

Some main points deserve to be underlined:

The unanimous confirmation of the relevance of the Partnership, of the specificity of
cotton, and of the necessity to continue the partnership by adapting it to the prevailing
context.

As regards support to production, the central role of support to cotton is reaffirmed,
but through a refocusing on the family farm (cotton-cereals-and other food crops)
which seeks a balance between revenue and food security. It is specially at this level
that support to diversification must take place under the revised Action Plan.

A revised Action Plan must be developed. Whilst maintaining its original identify, it
must renew its legitimacy with respect to African cotton stakeholders as well as
European partners, notably EU Member States. This legitimacy must also embrace
agricultural and food security policy instruments as well as the international aspects
(WTO multilateral trade component, agricultural policies....)

Given the relatively higher importance of cotton in the national economies of Western
Africa as compared to Eastern and Southern Africa, the larger share of available
resources will continue to go to the former. However, care will be taken to ensure an
equitable allocation to Eastern/Southern Africa depending on needs.

The revised Action Plan must take into account, as comprehensively as possible,
existing assets, notably existing strategies and ongoing support targeting the cotton
sector specifically (EC and MS support, other donors, regional organisations, BOAD
Funds, the States, the private sector....) Indirect support and policy frameworks
(agricultural, energy and rechnology-research policies...)

Strengthening of stakeholders capacity (in strategy formulation, involvement in

research and extension, marketing....), and in particular of producers, must be a
major expected result of the various thrusts of the revised Action Plan.
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The need to define objectives/results/activities that are not over-ambitious, but
realistic, so as to avoid discouraging stakeholders, in particular producers.

There was broad consensus on the need for “deconcentration” without “delocalising” the
COS from Brussels. The COS must keep its Brussels anchorage and assert more fully the
steering of the Action plan (consultative committee...). A strong and dedicated coordination
with the Western and Central Africa regions must be developed. Burkina Faso seems to offer
the ideal location given its proximity to WAEMU, BOAD, and cotton stakeholders. However,
specific coordination must also be ensured with the Eastern and Southern Africa regions.

A restructured COS should also integrate information more broadly across the existing
groups that reflect on the funding of commodity value chains (PROBA, ACP commodity

groups,...)

( ' $$ '8
Background

This € 45 million programme is funded by the EC under the 9" EDF. It includes a €15
million® envelope to support the implementation of the EU-Africa Cotton Partnership. The
implementing agencies of the AAACP are five international organizations: CFC, FAO, ITC
UNCTAD and World Bank.

The overall objective of the programme is to improve incomes derived by agricultural
producers from primary commodities and to reduce their vulnerability. Its specific objective is
to build the capacity of value chain stakeholders to develop and implement sustainable
commodity strategies that improve the productivity of farmers and their rural livelihoods,
while reducing the vulnerability of their revenue.

Four main results are expected:
- Commodity Chain Stakeholders in ACP countries/regions have the capacity to
develop, adapt and implement effective and sustainable commodity strategies

Strategic priorities are effectively implemented and access to as well as use of
markets, production factors and support services are improved

Market-based risk management instruments are developed and their use increased

Effective use is made of the expertise, complementarities and synergies of
programme partners in the area of agricultural commodities to the benefit of
stakeholders.

As regards specifically the cotton component of the AAACP, some project funding were
approved before the organization of the regional consultative workshops. They relate to the
following projects:

CFC / CSITC project: Commercial Standardization of Instrument Testing of Cotton
for Cotton Producing Developing Countries in Africa (CFC/ICAC/33): € 2,585,821
(co-funding).

2. G A2 G/62) * B
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QSA FAO: Diversification and sustainable production in cotto n production
systems : € 264 000. The pilot phase is taking place in Burkina Faso, but it should then
be extended to Mali and Benin.

QSA WB: Technical assistance for the cotton market and for price risks in western
Africa: € 385 000. Due to delays in launching the project, it has now been integrated into
the work plan of activities drawn after the regional workshops.

The regional consultative workshops? provided the opportunity to undertake a broad
consultation of the main African cotton stakeholders: (i) private sector players, (ii) regional
integration organizations, (iii) 10s involved in the AAACP, the ACP Secretariat, EC and the
EC delegations in the main cotton growing countries.

Progress achieved under the cotton component of the AAACP

The deliberations of the regional workshops have enabled the development of work plans
that include interventions identified in support of the cotton sector. These regional work plans
have been regrouped into a consolidated cotton work plan which can be viewed on line (http
etc

Among the proposed interventions, the following must be underlined: (i) support to regional
cotton strategies® which would be based on national strategies; and (ii) the work being done
with private-sector and institutional stakeholders at the national and regional levels with the
objective of setting up working groups. These groups would be tasked with ensuring that the
support provided by 10s to the cotton sector are in coherence with national and regional
strategies, and that they address priority needs identified during the regional consultative
workshops. Ultimately, these working groups would be facilitated by the Cos-coton. They
would also be called upon to play an increasingly important role in the formulation of
proposals that seek to address the numerous challenges besetting the African cotton sector.

An estimated amount of € 5.1 M has been budgeted to fund interventions planned for the
cotton sector under Phase 1 of the AAACP. A major investment in the formulation of
interventions remains to be done to optimize support to the cotton sector under Phase 2 of
the programme.

A progress report on the state of cotton-related activities under the AAACP can be viewed on

the Cos-coton web site:
http://www.coton-acp.org/docs/projets/Progress _Report_on_cotton _component_of AAACP..pdf

It must also be mentioned that the mid-term evaluation of the AAACP started in January
2009 and should be concluded by June 2009, following a workshop when the findings,
conclusions and recommendations of the review would be shared and discussed.
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At the 12" meeting of the Cos-coton held on 20 March 2009?, consultants reported on
progress made on their study of possible EU contribution to the “Université du cotton”, an
initiative led by APROCA. The consultants recalled their mission which involves: (i)
describing the institutional set-up of the initiative; (i) analyzing its feasibility and
sustainability; (iii) clarifying the target groups; and (iv) proposing conclusions and
recommendations.

The project is divided into four components: (i) training — preliminary course; (ii) education -
continuing training®; (iii) research and innovation and (iv) communication. The last two
components are already being funded by France (MAEE) for € 830 000 and € 630 000
respectively.

Presently, the report is being finalized and has to take into account the various comments
made on the study. Nevertheless, the main conclusion and recommendation of the
consultants is already clear, although it does not bind the EU in anyway at this point in time.
Their analysis has led the consultants to conclude that, in the current context of crisis faced
by the African cotton value-chains, the “UDC” project proposes a relevant overall strategy.
The need for continual training on management concepts, and not strictly on technical
aspects, is enormous in the African cotton sector. So is the need for information exchange on
good agricultural practices and innovation. Overall, therefore, UdC can meet the strong
demands in these areas. Consequently, the consultants recommend that the UE take a
positive decision regarding its participation in the funding of the project.

( (- ) / 0 *' I
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This project is funded by the French cooperation for a period of three years and an amount of
€ 2,000,000 starting 2006. It has three components: (i) sustainable improvement of
productivity in African cotton value chains; (ii) strengthening of players’ capacities for
representation and negotiation (€ 480 000); (iii) mastering management of sectoral
information, particularly through the setting-up of a cotton database within APROCA (€
200 000) and structuring a regional information system on cotton (€ 430 000 €). The firs
component is further divided into two parts: (1) establishing a regional platform for
biotechnologies (€ 530 000) and (2) regional coordination of phytosanitary measures (€
300 000).

After a longer than scheduled preparatory phase, components (i) and (iii) of the project
should become operational during the course of 2009.. As regards component (i), at its last
meeting, the steering committee asked CORAF to propose the organization of a final
preparatory workshop for the ‘regional platform for biotechnologies’ and ‘regional
coordination of phytosanitary measures’ parts. This workshop would enable the launch of
activities planned for each of these two parts of the first component.
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As regards component (ii) of the project, its implementation is already well underway. On the
one hand, support to the WTO/cotton project, implemented by IDEAS, has been completed.
On the other hand, AProCA has recently submitted to the MAEE a proposal for institutional
support.

Delays in project implementation will require an extension beyond the end of 2009 dead line.

(2 "1 1 11'$$3 4) 5 6 %%2
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Funded by Germany (€4 million out of a total cost of €9.6 million), this ongoing programme
aims at promoting sustainable production of cotton in Africa and the development of demand
for ‘Made in Africa’ cotton. Three countries are involved: Burkina Faso, Benin and Zambia. In
Burkina Faso and Benin, this programme has already supported the training of fifteen to
twenty thousand small producers. In Zambia, the programme (PPP) is linked into the
« improved yield » programme implemented by trader Dunavant.

Stimulation of demand is a major element within this programme. This has led to the hiring of
a resource person tasked with supporting retailers in mainstreaming “Made in Africa” cotton
in their supply procurement rounds. It is expected that 30 000 tonnes of “Made in Africa”
cotton will be supplied in 2009.

(7 3

This new project has been conceived by GTZ/DEG in 2008 for € 12M. Its objective is to
increase agricultural revenue of cotton producers in SSA by at least 34% over 42 months.
This involves a total of some 1.8M beneficiaries.

The project is expected to yield four main results: (i) a sustainable increase in the productivity
of cotton at the economic, ecological and social levels; (ii) strengthening of the organizational
capabilities of cotton producer groups; (iii) availability and use of sustainable credit facilities;
(iv) development of sustainable commercial relations among producers, ginners, traders and
retailers in the cotton sector.

The following countries will be covered: Coéte d’lvoire; Bénin, Burkina Faso, Uganda, Zambia
and Malawi.

(8* [ 4-"" I I$
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The five years project (November 2008 — 2012) has three components and involves a grant
of €4.7 million to the Association of African cotton producers (AProCA). This represents part
funding of the total project cost of €11.8 million.

Component 1: Consolidation and expansion of fair trade and organic fair trade cotton,
particularly through provision of technical support to producer organizations, to their operation,

% For further information, please refer to:
http://www.farm-foundation.org/IMG/pdf/Document_de Projet final _diffext.pdf
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and a strategic guidance aimed at expanding the production of faire trade and organic fair
trade cotton. The subsidy from AFD for this component amounts to €2.2 million;

Component 2: Sub-regional coordination and strategic guidance: this aims at supporting
AProCA in developing a regional strategy in partnership with national farmers’ unions and
cotton companies. The objective of the strategy is to consolidate and expand fair trade and
organic fair trade cotton niches, taking demand into account, and while ensuring a
maximization of their leverage effect on the entire value chain through targeted support. The
AFD subsidy for this component stands at € 2 million.

Component 3: Development and coordination of markets: this component seeks to increase
the market share of African fair trade and organic fair trade cotton in textile products of
Northern markets. The subsidy from AFD for this component amounts to €400,000.

Implementation of this project has been entrusted to AProCA. With respect to component 1,
the latter has signed an agreement to delegate implementation to the Inter-professions (or
cotton companies) of beneficiary countries. With regards to components 2 and 3, AProCA
has signed an agreement with Helvetas for production development, and with Max Havellaar-
Flo for certification and development activities downstream of production.

The project was awarded in February 2008, and the Financing Agreement was signed
between AFD and AProCA in October 2008. As at mid-April, no disbursement had yet been
effected. This is due to the conditionalities which should be removed shortly and which relate
to the hiring of a project coordinator and the signature of various agreements for
subcontracting of implementation. More broadly, it must be underlined that the financial and
economic crisis has also adversely affected the market for fair trade and organic cotton.
Supply will thus have to adjust to the evolution of demand (management of supply in
correlation to demand is part of the project — see components 2 & 3)

4.4 Main Programmes and projects at national level

(€9

To recall, at EC level, an amount of € 10M?’ has been added to the EDF9 NIP to support the
cotton sector of Benin, in line with the Action plan of the Paris Forum. The main share of
financial aid from the EC (€9.2 million) is intended to support the implementation of
reforms in the cotton sector and takes the form of budgetary support. The remainder (€0.8
million) is targeted at the strengthening of producer organisations.

The budgetary support is in two tranches: a fixed tranche of € 4.6M and a variable tranche of
the same amount. The main condition attached to disbursement was the partial privatization
of the industrial assets of the “Société Nationale pour la Promotion Agricole” (SONAPRA).
Benin did not qualify for the fixed tranche for failing to meet the first condition® on time; the
privatisation process of the industrial assets of SONAPRA, which was originally planned for
end of December 2007, was subsequently cancelled. This led the EC to put the agreement
on hold. The EC has now decided to revamp the Financing Agreement following the
successful privatization of the industrial assets of SONAPRA in October 2008 and in the light

27 (
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of the sectoral reforms planned by the authorities (see Section 5.3.1). An amendment to the
FA should be signed during the year.

The Project in support of the reform of the cotton sector * (AFD, grant of €1.85 million)
is ongoing. The project complements and reinforces the World Bank’s Project to Support the
Reform of the Cotton sector (PARFC) concentrating on areas that the latter project
addresses scantily or poorly. In particular, it intervenes upstream of this WB project, by
undertaking diagnoses and studies which inform the reorganization of specific aspects of the
value chain by strengthening the relevant stakeholders. It particularly emphasizes ownership
of the reforms and changes by those same stakeholders (notably the producers) which is
one of the determinants of their successful implementation. The project has three
components: (i) improving organization and competitiveness of the sector; (ii) strengthening
stakeholders and their participation in decision-making; (iii) defining the framework for the
medium term evolution of the sector.

Programme in support of production dynamics in cott on growing areas (PADYP *)
(AFD — € 10 million, total cost of the project: €10.8 million). The financing agreement for this
project was signed in February 2007. It has three objectives: (i) first of all, to improve
technical and economic capacities of farmers through increased advisory services to family
farms, particularly by introducing adapted literacy courses and by offering a relevant training
syllabus. The target is to reach 18,000 farmers, including 15,500 in cotton growing areas,
over five years; (ii) the second objective is to enhance the sustainability of family farms in
cotton growing areas by reinforcing appropriate agricultural techniques; (iii) finally, the third
objective is to reinforce the structure of Producer Organizations, to enable them to improve
financial management and transparency of their accounts, as well as to better manage their
procurement and marketing of their products.

The difficulties encountered in the implementation of the two AFD-funded projects outlined
above are linked to the chaotic evolution of the overall sectoral reform introduced by the
authorities in August 2008. As stakeholders wer not involved in the process initially, they
rejected the reforms (see section 5.3.1).

In parallel, a major reform programme of the cotton sector has been decided. It aims at
reaching a production level of 600 000 tonnes of cotton seed (see section 5.3.1). Unlike the
AFD projects, which target Producer Organisations and aim to enhance their responsibilities,
this project relates essentially to external control. Significant resources are being mobilised,
but there is no obvious collaboration with the PADYP.

The SNV (Holland) is leading a programme to strengthen cotton producers
organisations , and which has received a grant of € 2.3 M from the embassy of the
Netherlands. It started in 1% January 2008 and will last for five years. Support will be
provided to 15 primary departmental cooperative groups, as well as to their umbrella
organization, on themes such as: good governance, cotton productivity, advice to family
farms. Recalling very much the AFD project in its approach, this Dutch programme has been
conceived, and is being implemented in close cooperation with AFD. SNV is undertaking
similar cotton programmes in Mali and Burkina Faso.
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The Programme for conservation and management of na  tural resources *' should also

be mentioned. It is funded by the German cooperation for €12 million for a period of 11
years (January 2004-December 2014). It seeks to enable the beneficiary populations of
Atacora and Donga to increase their income through value adding to their natural resources.
The end purpose of the programme is to contribute to poverty alleviation. In this context, the
programme provides organisational and technical assistance to small cotton producers who
are numerous in the zone.

(C9:,

To recall, in a context of acute financial crisis in the sector, the EC provided support to value
chain stakeholders for the formulation and implementation of a strategy to overcome the
crisis. The strategy notably provides for the recapitalization of cotton companies. In this
context, a sectoral budgetary support of €10 million was signed in November 2007. This
sectoral support, Programme d'Appui Financier a la Filiere Coton (PAF  FIC) (Programme
of Financial Support to the Cotton sector) enabled the part funding of the participation of
cotton producers (UNPCB) in the increase in capital of the three cotton companies.

As at April 2009, the situation was as follows:

A first tranche of €8 million has been disbursed. The second disbursement is
pending, complementary information being awaited from the government.
Nevertheless, the increase in capital of the three cotton companies has already taken
place, as the Burkinabé state has advanced the share of the producers ahead of
receiving the funds from the EU.

Disbursement of the second tranche of € 2M is expected during the first semester of
2009.

The second ongoing project® funded by the EC, “Improvement of soil fertility in organic
farms of the Burkina cotton sector " (FOOD/2007/144-063) started on 01/01/08 (EC
funding of € 1.05 M). The objective of this project is to increase the revenue of 5000
producers involved in the marketing of products certified as being organic. This will be
achieved through strengthening of producers’ capacity, and soil fertility improvement
resulting from soil management and fertilization techniques.

To date, this project has enabled the expansion of the area under organic cotton through the
increase in the number of villages and units involved, and a strengthening of the support
provided. However, the EC Delegation has noted that there is insufficient dialogue between
the beneficiary managing the funds and the implementing agency**; procurement of vehicles
and the submission of the intermediate report for the first year of operation have been
delayed. The major challenge, currently, is the difficulty faced in selling organic cotton
(demand for organic cotton, which looked significant initially, has dropped over a few months,
probably as a result of the global financial and economic crisis). Buyers are in short supply,
and the risks that part of the 2008/09 organic cotton crop remains unsold cannot be ruled
out.
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AFD has awarded a loan of €15 million to Burkina Faso to replenish®* a buffer fund for
smoothing cotton prices.  This fund should help dampen the sometimes disastrous effects
of the various exogenous shocks that the cotton sector must face (particularly fluctuation of
world prices and exchange rates) by maintaining a sufficiently rewarding price for producers.
The project should guarantee autonomous and sustainable functioning of the buffer fund in
Burkina Faso. It should also contribute to enhance competitiveness because stakeholders in
the cotton sector would be able to follow the evolution of prices and of the share going to
cotton companies and producers.

The major recent event of note is that the fund is fully operational. The association
specifically in charge of the Buffer Fund has been set up, its rules and regulations have been
adopted, and a partner commercial bank selected. The firs payment into the fund (€ 18M)
was thus made possible, and took place in December 2008.

AFD also funds a programme to support professionals in the cotton sector % in Burkina-
Faso (grant of €11 million). This is underway since 2007. The aim of the programme is to
reinforce the adjustment capacity of the cotton value chain, particularly by developing new
relations among stakeholders in the entire production zone, and by improving
competitiveness through consolidated support to producers groups and farmers. The
specific objective of the programme can be broken down into three sub-objectives: (1)
reinforce the competitiveness of the sector through adjustments, notably with regard to
agricultural and industrial productivity, the role and responsibilities of AICB and mechanisms
to abate the effects of cotton price volatility (cf. internal self-insurance fund managed by the
sector ); (2) reduce asymmetries among value chain stakeholders, mainly by reinforcing
representativeness of producer organizations (UNPCB); (3) improve among sectoral
stakeholders the distribution of wealth created, taking into account the sustainable
development of farms at the technical, financial and environmental levels.

It is to be noted that one of the projects initiated in support of one of the three cotton
societies is presently in abeyance. This is due to the uncertainties linked to the sector’s
crisis, currently compounded by the international crisis.

Finally, the Projet d'Appui a la Commercialisation des produits du Textile Artisanal au
Burkina (PACOTA) (Project to Support Marketing of Craft Tex tile Products from
Burkina) funded by the Austrian cooperation. This project is financed to promote artisanal
textile products®. Its objective is to create a sales force for the distribution of artisanal textile
products by developing promotional and marketing capacities in order to increase revenue
accruing to the various cotton stakeholders (producers, garment workers, dressmakers,
designers, weavers, etc.). Through this strategy, PACOTA seeks to increase the share of
processed cotton, which does not exceed 1% at present, create jobs and increase sources of
income for those involved in artisanal textiles, thus contributing to fight against poverty and
improve livelihoods.

During the last three months of 2008, PACOTA has organized the training of 25 newly
recruited salespersons to reinforce their skills in sales techniques and marketing in the field
of fashion. At the end of these three months training, PACOTA expects to have commercial
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engineers specialized in artisanal textiles on the local, sub-regional and international
markets. They will serve as dealers for the players in this sector.

The « environmental protection » aspect of this project is very important. Natural dyes, based
on plants, will be preferred to chemical products, whose use will be minimized. The treatment
of waste water from the dyeing process is also planned.

(C ; 5

In Céte d’lvoire, ongoing EC funding to the cotton sector goes to the following components:
(i) compensation payments to cotton producers and employees of the former LCCI (€ 9.8M);
(i) support to the institutional restructuring of the sector (€ 0.3 M); support to use of animal
traction which started in 2009 (€ 4.2 M); (iii) support to cotton producer organizations (€
1.5M); (iv) fding of a long-term expert in support of the cotton inter-profession, Intercoton (€
0.4M); funding of various studies®” on reinforcement of capacities, institutional framework,
mechanization (€ 0.6M); (vii) a programme to strengthen the seeds system (€ 0.48M, in
collaboration with CNRA); and (viii) the rehabilitation of the fibre classification facility (€0.99
M, in collaboration with UNIDO).

Two other projects, to be funded under FLEX, are currently being formulated. They are: (i)
Support to cotton research and extension (€ 1.8M) and (ii) rehabilitation of cotton
roads/tracks (€ 5M).

These projects contribute to restore an enabling environment for the operation of the Ivoirian
cotton sector, with a stronger involvement of stakeholders and their professional
organizations.

The numerous funding that have been mobilized seek to address the whole set of problems
identified. However, the sector must hold on until their impact can be felt. It is likely that the
2008/09 crop will be worse than the preceding one. Nevertheless, given action taken with
regards to the agronomic and organizational issues, the EC Delegation in Céte d’lvoire is
confident that the decline of the sector can be countered as from the following crop, followed
by a clear recovery in 2010-11.

(€O

The EC Programme in support of the cotton sector is made up of a sectoral budgetary
support (€ 8 M) linked to reforms in the cotton value chain, and support to projects to
rehabilitate rural roads in cotton growing areas (€ 3.96M) and to fund a literacy campaign (€
1.5M) which will be implemented by AFD.

As regards the budgetary support, a first tranche of € 3 million was disbursed in 2007, which
enabled funding of various studies. A second tranche of € 5 million was disbursed in the first
half of 2008. It is intended to replenish the price support fund that is being set up.

Besides, the EC also funded a project in support of the promotion of organic and fair trade
cotton (€ 0.72 M) which just ended last March. The EC Delegation may continue to support
the umbrella organization MoBiom.

/:) * , ' < * *
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In July 2007, AFD provided a grant of €11 million to fund a project in support of the
reinforcement of good governance in the cotton sector in the context of the institutional
reform, and for the improvement of productivity and sustainability of farms (Projet de

renforcement de la gouvernance de la filiere cotton dans le cadre de la réforme
institutionnelle, et d’amélioration de la productiv ité et durabilité des exploitationsa)
(PASE2).

PASE 2% aims to: (i) increase revenues and reduce the vulnerability of cotton producers; (i)
reduce the macro economic risk due to the significant weight of the cotton sector in the
economy of Mali, by improving its competitiveness and its governance, and by modernizing
price risk management.

The specific objectives of the project are to : (i) assist stakeholders to take on their respective
roles in the governance of the cotton sector by reinforcing their capacity; (ii) reinforce the
productivity, diversification and sustainability of cotton-based farming systems (through
agricultural extension, functional literacy, access to financing decoupled from the cotton
guarantee, professionalization of procurement of inputs for food-crops production); (iii)
contribute to secure producer income, as well as the revenue of the value chain as a whole
and of the State (cotton price risk-management, management consulting, quality policy,
reducing constraints associated with boosting diversification (crop and livestock).

However, there has been no disbursement to date. A suspensive clause with regards to
CMDT debt to AFD has yet to be removed. On 13 November 2008, the AFD Board of
Directors adopted a new resolution which amended the wording of the suspensive clause.
Negotiations are currently going on between AFD and the Mali authorities to agree on
conditions for the transfer of CMDT debts to the Mali State.

The Mali cotton sector is going through a very difficult period (see Section 5.3.4). The
challenges are general in nature and not linked specifically to the projects themselves. The
prospects of the projects are therefore closely linked to finding solutions to the general
problems of the sector.

((2).%$"<

EC funding relate to the following: (i) strengthening of the National Cotton Institute (€ 5M); (ii)
support to the national agricultural research institute for the development and multiplication of
adapted varieties of cotton seeds (€ 1.5M); and (iii) technical assistance support to
agricultural extension targeting small producers of contracting companies (€ 0.4M).

((7-

The EC provides support to improve aspects pertaining to cotton quality, diversification and
strengthening of producer organizations (€ 4 million).

AFD funds a project to strengthen the capacities of the Senegalese Cotton Inter-profession
(€ 1 million). This project is ongoing.

The AFD loan to SODEFITEX (€ 10M) has not been disbursed yet. The suspensive
conditions still hold.

% I 0 0 %!1%
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The EC has been funding a project to support cotton sector reforms in Tchad since 2006 (€
174 242). Its objective was to implement a Road Map of reforms in the cotton sector®® by
undertaking: (i) preparatory studies, technical notes to assist decision making at policy level;
(i) a secretariat to monitor and support the decision-making processes; (iii) coordination of
actions and communication on the implementation of the road map. The project ended in
November 2008. The main difficulty encountered was the lack of political will to implement
the road map for sectoral restructuring.

The situation has changed since. The authorities formally stated their endorsement of the
road map in September 2008. An audit of “COTON TCHAD” is foreseen prior to the
implementation of the road map, but it has yet to start.

A project in support of the cotton sector was originally foreseen for implementation under the
10" EDF. This was subsequently overturned in the light of the slow progress achieved in
restructuring the sector and its lack of buoyancy. Consequently, the support will shift towards
supporting diversification and reorientation of agricultural production systems within the
cotton growing areas. This intervention will be part of a broader support to natural resource
management and structural strengthening at local level (around € 27M).

((& "

Togo benefits from a programme for the improvement of the sector with the following
components:(i) rehabilitation of tracks (€ 8.7M); (ii) funding of the shares of the Federation of
producers in the capital of the newly established SOCOTO (€ 1.24M) (iii) support to the
organization and to capacity strengthening of cotton producer groups (€ 1.37M — the project
is at the formulation phase); (iv) support for storage (multi-purpose storage facility*®) (€
1.3M).
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5.1 Preliminary comments

As mentioned in Sections 1.1 and 2.1, It is important to underline that the current wor Id
financial and economic crises has adverse effects o n the African cotton sector, which,
above all, involve millions of cotton producers and their families. What is uncertain
today is ‘the extent of the damage’.  These major crises are occurring at a time when a
good number of African cotton value chains, particularly those in the FCFA zone, have
already had to face serious financial crises in recent crop seasons*. Already, the 2008/09
crop, which at its start seemed to augur the beginning of recovery in several countries, has
not lived to the expectations. However, favourable conditions lend support to the hope for a
betterment of the financial situation of African cotton sectors in 2009/10. Thus, cotton prices
have increased markedly since April 2009, an increase which seemed to be upheld in May,
supported by the hope of an early economic recovery which would boost demand (see
Section 1.1). Besides, the severe decline in the world price of petroleum products* since
mid-July 2008 should, at least in the short to medium term, put a brake on the spiraling cost
of inputs, particularly that of chemical fertilizers. These costs had increased phenomenally
between the 2004/05 and 2007/08 crops. Nevertheless, many uncertainties will continue to
cloud the financial and economic prospects of the African cotton sector.

Since the October 2008 update, three types of information collected on African cotton value
chains are taken up in the present chapter. These are : (i) at the regional level, the cotton
specific support provided by donors other than the EC and EU member states; (ii) important
activities undertaken by these actors; and (iii) various information which allow a better
understanding of the current situation of the value chains.

5.2 Regional level

The 67" Plenary Meeting of ICAC in Ouagadougou (17-21 Nove mber 2008) **

Held under the theme “Technology for the development of cotton growing”, this meeting
brought together over 500 cotton players from all continents. The Committee informed that
cotton varieties developed from recourse to biotechnology account for over 50% of world
production in last year's crop season, and that the share of Bt cotton continues to grow.
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Burkina Faso, which is the second African country to adopt Bt cotton after South Africa, was
harvesting 10 000 hectares of Bt cotton.

Second Session of the “Université du coton ": This took place in Ségou in January 2009.
The central theme was “leadership and strategy” under the slogan “Lets help ourselves” (see
Section 4.3.3)

The 7" Assembly of ACA * was held in Tanzania (Arusha) from 12 to 14 March 2009. The
main theme of the meeting was “The world financial crisis and the future of African cotton”.
All participants concurred that the current financial and economic crisis was strongly
affecting the whole range of actors of the cotton value chain (producers, ginners, traders,
banks, shipping companies...). There was a broad consensus on the dire need to do the
utmost to save African cotton value chains which represent the growth engine of the
agricultural sector and of the economy of several African countries.

Multi-country project on cotton competitiveness in the C4 countries (AfDB/WAEMU,
USD 51.8M :Benin (USD 11 840 000), Burkina Faso (USD 14 800 000), Tchad (USD 7 400
000), Mali (USD 14 800 000), UEMOA (USD 2 960 000).

The main expected results under this project are: (i) the setting up of a framework for
scientific cooperation in the region, and sharing of genetic material by the C4 countries; (ii)
agricultural research institutes; (iii) training of cotton operators and technicians in different
aspects of the cotton trade at CERTIFEX, the regional training centre; (iv) strengthening of
APROCA's capacity; (v) two studies on the procurement of inputs and the marketing of
cotton fibre; (vi)creation of a data base on the sector and networking; (vii) setting up of
national data base. At the regional level, WAEMU will be the implementing agency; at
national level, this responsibility will devolve to the Department of Agriculture.

The workshop to launch the Mali sub-programme took place in February 2009. The other
expected outputs of this five-year programme include fostering good agricultural practices,
the production of improved cotton seeds, the rehabilitation of rural tracks, the construction of
30 cotton storage facilities and 20 rural markets, the strengthening of the National Centre for
artisanal processing of cotton, and support to the organization and structuring of cotton
producers. Similar kick-off workshops would take place in other beneficiary countries over
20009.

Sub-regional Participatory Training Programme in th e integrated management of
production and pests through Farmers Field Schools 5 (FAO - € 7.4 M, covering Benin,
Burkina Faso, Mali, Senegal (+ Guinea, Mauritania and Niger),2006-2010).

The overall objective of this programme is to strengthen national research and extension
systems through better dissemination of technical information to small producers, specially
women. This should to help them to substantially improve their production systems with a
view to food security and increased revenue.

The specific objectives of the sub-regional programme are to: (i) develop a sub-regional
capacity in integrated pest management based on the comparative advantage of each
country (horticulture for Senegal, cotton for Mali and rice for Burkina Faso); (i) sensitize
public opinion, policy makers, technicians and development partners about the impact of
IPPM, leading to a questioning of national agricultural policies (e.g. with regards to subsidies

44 See the ACA Press Releas®y://www.africancotton.org/doc/Communique_de_peesA\CA_derniere_version_English.pdf

5 Eor more information seetp://www.spipm.cgiar.org/Web/IAPPS%20Burkina%200eh
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on pesticides) and to greater attention being paid to food security, the environment,
producers’ and consumers’ health, and agricultural trade; (iii) promote exchange of
experience among experts of the three beneficiary countries through study tours and sub-
regional workshops.

CDE Interventions

Since 2003/04, CDE has been implementing a programme in support of enterprises and
intermediary organizations in the cotton/textile sectors of several SSA countries, notably in
Mali, Burkina Faso, Cameroon and Madagascar. Endowed with an aggregate budget of € 2M
spread over four years (2004-08), the CDE programme focused on three components:

1. The development of the fair-trade value chain with co-funding by the French Ministry
of Foreing Affairs (between 2003 and 2006): This project involved four countries:
Senegal, Mali, Burkina Faso and Cameroon. The support focused on the creation of
the fair-trade cotton sector through the development of standards for fair trade, the
setting-up of cotton producer associations, the integration of the textile and clothing
value-chain in the system, and marketing in buying countries, notably UK and France.

2. The development of networks of industrial textile enterprises in Madagascar, and of
artisanal textile units in Mali, Senegal and Burkina Faso so as to bring together
services provided to members, and to provide technical and marketing support. Other
donors have supported this initiative e.g. AFD, the EC Delegation in Madagascar or
the Austrian Cooperation through the PACTA project in Burkina Faso.

3. Support to pilot projects in the textile sector — for instance, a dyeing and
manufacturing unit in Cameroon and the setting-up of artisanal textile unit in Burkina.

By the end of 2008, producers of fair-trade cotton numbered 35 000, with a marketable
production of 10 000 tonnes whose annual value-addition is estimated at around € 1.6M.
Three networks of artisanal textile units have been set up in Mali, Burkina Faso and
Madagascar (respectively Gprofitex, Uprotex and Salohin’larivo) with between 25 to 40
members in each network. A textile cluster, baptized Textile Mada, was created in
Madagascar regrouping 25 firms with an aggregate turn-over of about € 50M and 9 000 jobs.

West Africa Cotton Improvement Programme (WACIP)  “ USAID/WP, USD 28M, 2006-10.

The overall objective of this project is to reduce poverty and hunger through increasing the
revenue of cotton producers and processors. Specific objectives are: (i) greater productivity
of cotton and associated crops and (ii) an increase in the value of cotton products.

Geocoton (ex-Dagris) has provided precisions on its strategy . These indications were
communicated to the public at large on 14 October 2008. After the recovery and
reorganization phase (particularly a social plan which reduced the staff by two thirds), the
group plans to refocus on Africa and its subsidiaries, abandoning the new zones developed a
few years ago in central Asia and Brazil. Another strategic thrust is the association for cotton
and groundnuts with a common focus on oil processing plants. To recall, in 2005 the Advens
group bought former public company Société nationale de commercialisation des oléagineux
du Senegal (Sonacos) at the time of its privatization. The form is now called Sunéor.

“°See WACIP 2009 Work Programme  http://www.coton-
acp.org/docs/projets/WACIP_2009 WP _final.pdf and the Performance Monitoring Plan
http://www.coton-acp.org/docs/projets/WACIP_Performance-Monitoring-Plan_Nov2008.pdf
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5.3 National Level

2 9

To recall, an overall reform of the sector was decided in August 2008 by the government.
Beyond the privatization of SONAPRA, the projected reform plans to (i) set up a centralized
agency for purchasing agricultural inputs, in which the state will have 30% of shares; (ii)
create a cotton regulatory authority; and (iii) concede exclusive geographic areas to ginning
societies. The content of the draft government project was highly criticized by the sector’'s
private operators who consider that the options being offered would render the Inter-
profession useless.

Initially, the producers rejected the proposed reforms on the grounds that they were not
consulted. They criticized the government for failing to take into account progress achieved
in the recent years. And as regards the Inter-profession, they viewed that the proposals did
not addressed issues at hand and would render the Inter-profesion useless.

The draft was therefore revisited following the conclusion of the SONAPRA process of
privatization. After having been postponed several times, this process was finalized in
October 2008 through the creation of the “Société de Développement du Coton” (SODECO).
This public-private partnership, which takes over the industrial assets of SONAPRA, will have
a capital of FCFA 35 billion. Of the 66.5% held by the State, 33% will eventually be
transferred to producers, local authorities, the company’s staff and the public in Benin and
abroad. The remainder, 33.5% goes to the private partner, namely the Société Commune de
participation/Groupe Talon*’, which was the definite winner of the international call for tender
organized by the authorities.

While the new reform proposal is more coherent, grey areas still remain (e.g. as regards the
creation of a central purchasing authority and the price fixing mechanism).

In parallel, a major recovery and restructuring programme has been decided. It sets a target
of 600 000 tonnes of cotton seed, which corresponds to the ginning capacity of the country,
but appears difficult to attain. The programme has the ambition to fund a high number of field
agents who will be tasked with credit control in producer groups so as to ensure repayment.

In January 2009, the Benin government and the Inter-profession (AIC) signed a new
framework agreement, which has been ratified by the Court of First Instance of Cotonou,
thereby enabling its immediate implementation “before registration”.

The agreement takes the main grievances of the AIC into account. In particular, regulation
will be the responsibility of AIC. Irregularities will be sanctioned by an ad-hoc Committee
which will include a government representative. There has thus been a shift from a situation
of crisis to one of consultation and dialogue which all players have condoned.

Similarly, the authorities have taken the commitment to fund the recovery project by up to
FCFA 5.2 billion, while SODECO and other private sector partners have pledged FCFA 3.4
billion. These have contributed to allay the AIC's fears’ (at least in the short term), notably as
regards its operations.
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Once signed, the Framework Agreement allows the 2009/10 crop season to start and
enables AIC to call tenders for the supply of inputs.

2 9:
The “Common Strategy to move out of the crisis™® of the government and the Association
Interprofessionnelle du Coton du Burkina (AICB) was endorsed by both parties. The AICB

took part in its formulation and endorsed the strategy at its 9" General Assembly held on
04/04/08.

The finalization of the recapitalization of two cotton societies must also be underlined:

I/ FASO COTON: The increase in FASO COTON'’s share capital was decided at the Board of
Directors meeting of 28/12/07. This decision was validated by the Extraordinary General
Assembly meeting of shareholders held on 07/02/08. The increase in capital was set at
FCFA 1.9 billion. Upon another decision of the Board on 22/05/08 and of the Extraordinary
GA meeting of 18/06/08, the increase was followed by a decrease amounting to FCFA 4.21
billion meant to write off losses. The social capital of FASO COTON amounts to FCFA one
billion ever since.

Il SOCOMA: In the context of the privatisation of the majority shareholder DAGRIS (known
as GEOCOTON subsequent to this process), the decision to increase the capital of
SOCOMA was taken on 8 September 2008 at an Extraordinary GA meeting. The increase
was set at FCFA 17.85 billion. This was followed by a FCFA 10 M decrease in capital to write
off bad debts. Consequently, the social capital of SOCOMA amounts to FCFA 13.85 billion
since 08/09/08.

To recall, in June 2008, the Council of Ministers had, on the one hand, authorized SOFITEX
and INERA to sign a contract with respect to the licensing of BGII cotton. On the other hand,
the Council also instructed the ministers in charge of scientific research, environment,
agriculture and trade to rigorously supervise the implementation of the seeds multiplication
process envisaged for the 2008-09 crop season. Approximately 10 000 hectares of GM
cotton have thus been planted with GM cotton for the 2008/09 crop, and subsequently
harvested.

2 5

In 2008, the authorities and the Abidjan Court succeeded in making progress with regards to
the liquidation of LCCI, the cotton company which went bankrupt in 2006. The four factories
of the former LCCI have been sold to competent entrepreneurs and are operational again,
thus bringing life back into cotton activities in the Korhogo region.

The adoption of the sectoral strategy*® and action plan® also testifies to progress achieved.

Several inter-professional agreements are being prepared. It is a race against time. Since
several crops, production has gone down as a result of: (i) agronomic factors (low seed
quality, difficulties in the procurement of inputs, lack of equipment for animal traction); (ii) low
morale of producers who are not well paoid and who are indebted to cotton companies; (iii)
poor management of some of the cotton companies; (iv) modalities of producer price setting

8 Seehttp://www.coton-acp.org/docs/strategies/BKFasoatBtie_commune Etat AICB.pdf

49 Seehttp://www.coton-acp.org/docs/strategies/stratemiance coton verl9 06 20.pdf

%0 Seehttp://www.coton-acp.org/docs/strategies/Plan_asticoton_vers_4.pdf
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which do not reflect the realities of the field, and which still charge for services that are no
longer available and so on. It is therefore important that the sector manages to hold on until
the impact of ongoing support initiatives (see Section 4.4.3) materialize.

Besides, it is interesting to note the evolution of the cashew nuts sector in Coéte d’lvoire, in
parallel with the crisis that has been affecting the cotton sector since several years.
Production of cashew nuts reached 330 000 tonnes in 2008, making of Cote d’lvoire the
second producer at world level, behind India. Over a few years period, cashew has thus
become the second crop in the north of the country, behind cotton.

2 ()

Cotton seed production fell from 430 000 tonnes in 2006/07 to 240 000 tonnes in 2007/08,
and is expected to drop further to 190 000 tonnes in 2008/09. The main reasons for this drop
include: the financial difficulties besetting the sector since 1998; the over 25% decrease in
producer prices during the last two crops as compared to 2003/04; the mounting debts owed
by producers; the accumulation of poor results by CMDT; as well as the uncertainties linked
to the privatization process. The ensuing cost to the State, which is the majority shareholder
in CMDT, is significant and weigh on budgetary expenses (FCFA 100 billion, equivalent to €
150M at the end of 2008).

The critical financial situation of CMDT puts the whole sector in jeopardy and even threatens
the continuation of cotton activities in Mali. The mounting deficits put the banking system at
high risk and steps should be taken to prevent a sectoral risk becoming a systemic one.

In the sub-region, Mali is probably the country where the cotton crisis will be the most acute
in 2009. Indeed, the 2009-10 crop season has started under the worst possible conditions,
with a residual stock of inputs bought at high price last year and free falling producer prices
(these fell dramatically from 200 FCFA/kg of seed cotton to below 145 FCFA, with the risk
that the buffer fund will burst). To prevent past mistakes recurring, it would be important to
address the isues of the 2009-10 crop and to bring stakeholders to agree on realistic
solutions. The challenge is to undertake a “small” crop on the basis of residual stocks of
inputs and by adjusting the area that can actually be planted.

As regards the future of the sector, it must be planned globally, by looking at the short,
medium and long term. A financial restructuring is undoubtedly required in the short term to
(i) clean the balance sheet of CMDT; (ii) allow the branches to be operational in a private
sector type environment which is also secure; and (ii) consequently, to conclude the
privatization process within the set deadline of July 2010. Nevertheless, the development of
sustainable privare sector should also be a major objective of the programme.

The privatization process will be undertaken over a period spanning one and a half crop
seasons. In this regard, there are three main challenges:

To conclude the 2008-09 ginning and marketing seasons in the best possible
conditions and to pay the producers.

To prepare the 2009-10 crop season on realistic basis, with as priorities the
settlement of outstanding stocks of inputs and equilibrium in the profit and loss
account of CMDT and its branches for the 2009-10 crop.

To quickly set up the mechanisms to secure creditors and banks as these are
prerequisites to (i) concluding the 2008-09 crop season; (ii) beginning the following
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one; and (iii) enabling the units targeted for privatization to operate so as to reassure
potential future investors.

The founding assembly of the Mali cotton inter-profession (IPC-Mali) took place in February
2009. A bureau of the Board of Directors made up of thirteen members has been set up.
Members of the bureau will henceforth focus on the difficult tasks of promoting the sector in
collaboration with all stakeholders. IPC-Mali has two levels: The first level is made up of
active members among producers, through the “Union Nationale des Sociétés Coopératives
de Producteurs de Coton” (UN-SCPC) (National Union of Cotton growers cooperatives), as
well as the umbrella organization for cotton companies, represented by the “Association
Professionnelle des Sociétés Cotonnieres du Mali” (APROSCOM) (the professional
association of cotton companies of Mali). The second level is made up of associated
members who are represented by the umbrella organizations of other cotton stakeholders
such as: suppliers of agricultural inputs, oil factories, textile companies, financial institutions,
seeds producers, haulers etc. IPC-Mali will be a negotiations forum where decision will be
reached by consensus. It will be called upon to act as conciliator and judge for its members
in compliance with its statutes.

2 2) "

HASYMA, which took over DAGRIS-Madagascar, has asked for state support to secure cash
that would allow it to buy small producers’ cotton. This request has not been entertained. The
firm is showing net losses which a normal 2008/09 crop season would not have been able to
absorb.

27

In contrast to the trend observed in the cotton sectors of the CFA zone, cotton production
has doubled for the 2007/08 season. Production reached 142 000 tonnes against 72 000
tonnes in 2006/07. The next crop is expected to be even higher.

However, the world economic and financial crisis has not spared Tanzania. Indeed, export
demand, notably from Europe, has dropped, while prices for cotton fibre have collapsed,
from USD 0.75/Ib to USD 0.40/Ib over a few months. Consequently, a significant share of the
cotton production has not found interested buyers. The Tanzanian authorities intend to buy
the surplus production, but have not yet set a purchase price.

2 8

The authorities have come forward formally in support of the road map for the reform of the
cotton sector. On this occasion, the Prime Minister has requested an audit of COTON
TCHAD, prior to the implementation of the road map. The launch of this audit is still being
awaited.

The difficulties besetting the cotton sector in Tchad remain unabated, and have indeed
increased (decrease in acreage sown, lower quantities of inputs distributed and used, drop in
output, difficulties of COTON TCHAD...) The lack of political will to implement the sectoral
reforms must also be underlined
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1. International trade . Continuation of negotiations in DDA with the objective that an
effective solution for cotton is found that is satisfactory to all parties. Access to
existing trade related assistance programmes. Strengthen capacity building to
defend and negotiate the cotton trade position in the WTO.

2. National & regional strategies . It is necessary that the cotton stakeholders in
African countries adopt a more strategic perspective to the cotton sector in their
country. This strategic perspective should be build on existing initiatives, be in line
with international realities and be embedded in the national development plans.
Knowledge, skills and resources of different stakeholders should be combined to
achieve a common goal.

3. Policies & institutions . A clear division of responsibilities between business
associations and government is essential. It is agreed that the government should
create an environment that favours investments, strengthens producer associations
and encourages farmers’ participation in the processing industry.

4. Technological innovations . There is need to invest in improving land productive
capacity in combination with effective input management. There is a need to
substantially reduce the use of pesticides in cotton cultivation, in order to avoid
negative impact on the environment and the health of the rural population. It was
also agreed to strive for informed decision making with regard to the expansion of
genetically engineered varieties in the African smallholder economies. Cotton
instrument classification will be enhanced in Africa with a view to better service the
demand and increase the negotiating capacity

5. Risk management & finance . Vulnerable cotton ginners and traders can reduce
their exposure to external price shocks by using modern risk management
instruments in combination with realistic price formation policies that are based on
the realities of the international cotton market. The international financial sector is
prepared to improve access to these instruments for the African countries. Cotton
producing countries could gain from the capacity building in this area by the World
Bank. Furthermore, the efficiency and transparency of self-insurance systems at
corporate and sector level will be enhanced.

6. Chain integration . Prospecting opportunities for chain integration. The realistic
opportunities in textiles and clothing need also to be explored, in particular from a
regional perspective. More concerted work on organic/fair cotton production chains
at international and in-country levels is also highlighted.

7. Coordination . Coordination is identified at three levels: in-country, regional and
international levels. At the in-country level it is important to strengthen business
associations, public-private consultations and local donor coordination. Regional
level cooperation is foreseen on certain issues, such as EPA regional integration,
technological innovation, processing, and producer coordination. International
coordination is necessary at the level of the African countries (Geneva, Brussels),
cotton donors, international organizations, and at the global level with ICAC.
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2.1. Production of cotton fibre (thousand tonnes)
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2.2 Area Harvested (in thousand hectares)
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2.3. Yield : kg of fibre / hectare
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2.4. Cotton Fibre Consumption (in th' tonnes)
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2.5. Exports of coton fibre (in th' tonnes)
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