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Financial Overview and Status of Implementation (as at 31.03.2010)
IDNo Region LeadlO Title Country WP Disbursed Status Next Steps
A. COTTON ACTIVITIES UNDER START-UP FUNDING 2,709,655 2,293,000
0.WST.A01 WST  FAO Pilot project for West African Cotton diversification Burkina Faso 293,000 293,000 Completed
and intensification
0.ACP.FO1 ACP  CFC Commercial Standardization of Instrument Testing  Mali, Tanzania 2,416,655 2,000,000 Ongoing w Saidlof AaKAYy3d GKS v
of Cotton w RSOSt2LIAYT GKSANI )Y
w F2N)¥dzZ FiA2y 2F 2L
w RS@St2LIAYy3I FTNIYSs:
B. COTTON ACTIVITIES UNDER TRANCHE 1 FUNDING 3,376,500 1,980,548
1.CEN.AQO7 CEN  FAO Supply chain risk and finance assessment Region 27,500 6,500 Ongoing Field study in summer 2010
1.CEN.BO1b CEN  ITC VC diagnosis, Strategy dev., Planning & Organisation Region 130,000 30,000 Ongoig Market orientation missions to Asia
of impl. (Cotton)
1.CEN.BO3 CEN ITC Implementation of selected sector development ~ Region 150,000 108,000 Ongoig Marketing training in China, Bangladesh &
activities Vietnam
1.WST.A06 WST  FAO Support local capacities to adopt GAP & IPM for Bein, Burkina Faso, Mali 430,000 388,000 Completed Under 2.WST.A01
cotton-ceral livestock farming systems
1.WST.A08 WST  FAO Supply chain Risk & Finance Assessment Multi-country 27,500 11,500 Ongoing  Field work in Summer 2010
1.WST.B02 WST ITC VC diagnosis, Strategy dev., Planning & Organisation UEMOA Region 200,000 70,000 Ongoing  ITC mission in May 2010
of impl. (Cotton)
1.WST.B04 WST ITC Strategy implementation in cotton sector UEMOA Region 440,000 250,000 Ongoing  Marketing training in China, Bangladesh &
Vietnam
1.WST.CO1 WST UNCTAD  Support to strategies and cross-cutting activities Ivory Coast, Mali 42,000 0 Ongoing
1.WST.CO3b WST  UNCTAD  Commodity supply chain finance: prefeasibility Ivory coast 20,000 0 Ongoing
study and follow up- Cotton guarantee fund
1.WST.EOL WST  WB-ARMT Supply Chain Risk Assessment Burkina 75,000 5,000 Ongoing
1.WST.E02 WST  WB-ARMT Weather Risk Management Multi-country 150,000 14,250 Ongoing Design of agric. insurance
1.WST.E04 WST  WB-ARMT Commodity Policy & Price Risk Management Multi-country 37,500 8,000 Ongoing
1.WST.E07 WST  WB-ARMT Capacity Transfer to the Region Region 200,000 0 Yet to start
1.ESA.A05 ESA  FAO Support the development of inclusive business Kenya, Zambia 5,000 5,000 Completed
models for upstream actors
1.ESA.A06 ESA  FAO Implementation of activities identified underthe  Kenya, Zambia 65,000 24,500 Ongoing
inclusive business models
1.ESA.A12 ESA  FAO Mkt Linkage between organic cotton producers and Multi-country 95,000 93,000 Completed
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IDNo Region LeadlO Title Country WP Disbursed Status Next Steps
1.ESA.A13 ESA  FAO Seed systems Review for cotton and cassava Region 12,500 8,000 Ongoing  Disseminetion through SADC
production systems
1.ESA.A14 ESA  FAO Dissemination of GAP and concepts Region 17,500 15,000 Completed
1.ESA.B02 ESA ITC VC diagnosis, Strategy dev., Planning & Organisation Region 150,000 150,000 Completed Progress review meeting in June
of impl. (Cotton)
1.ESA.BO4 ESA ITC Cotton:Implementation of selected strategy Region 220,000 220,000 Ongoing  Visitin Thailand in July 2010, Indiain Sept/Oct.
activities 2010
1.ESA.CO1 ESA  UNCTAD Support to strategies & other cross cutting activities Region 42,000 0 Yet to start
1.ESA.EOL ESA  WB-ARMT Supply chain risk assessment Mozambique, Uganda 100,000 74,566 Ongoing  Under discussion with GoMoz
1.ESA.E04 ESA  WB-ARMT Commodity Policy & Price Risk Mgt Malawi, Region 75,000 85,401 Ongoing
1.ESA.EQ07 ESA  WB-ARMT Capacity Transfer to the Region Region 200,000 41,954 Ongoing  Training of trainers
1.ACP.EO1 ACP  WB-ARMT Training and Education on Agricultural Risk All African regions 65,000 41,877 Ongoing ~ Completion by May 2010
management
1.ACP.EO2 ACP  WB-ARMT Cotton Market Research and Policy Dialogue West Africa, ESA 400,000 330,000 Ongoing  Phase 3activities
C. COTTON ACTIVITIES UNDER TRANCHE 2 FUNDING 6,407,000 244,225
2.CEN.BO3 CEN ITC Implementation of regional cotton sector strategy ~ Central Africa 258,900 0 Yet to start
2.CEN.BO4 CEN ITC Support to ECCAS/CEEAC as Focal Pointin Central ~ Region 62,600 0 Yet to start
Africa
2.WST.A01 WST  FAO Capacity building and policy supporton IPPMand  Multi-country 625,000 0 Yet to start
integration in VC for cotton producers
2.WST.B0O4 WST ITC Implementation of regional cotton strategy: W.Afr., Central Afr. 741,100 0 Yet to start
Increase capacity in cotton
2.WST.BO5 WST ITC Support to COS Decentralised Unitin West Africa ~ Region 125,200 0 Yet to start
2.WST.D0O1 WST WB-SDN  Prevention of Seed Cotton Contamination Multi-country 361,000 31,725 Launched  Field work starting in May 2010
2.WST.F02 WST CFC Prevention of Seed Cotton Contamination in Multi-country 2,336,400 62,500 Launched Preparation of project-wide work plans and
W.Africa budgets
2.ESA.B03 ESA ITC Implementation of the regional cotton strategy Region 839,300 0 Yet to start
2.ESA.B0O4 ESA ITC Support to COMESA/IRCC as Focal Point in East & Region 104,300 0 Yet to start
Southern Africa
2.ESA.FO1 ESA  CFC Improving Cotton Production Efficiency Kenya, Mozambique 668,200 150,000 Launched  Project still in start-up phase
2.ACP.D03 ACP  WB-SDN  Analysis of cotton farming systems and implications All regions 285,000 0 Yet to start

for sector policies

TOTAL COTTON-RELATED ACTIVITIES

12,493,155

4,517,774
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A. WORLD BANK

1. Introduction

The overall objective of the AAACP is to improve incomes and livelihoods for producers from agricultural
commodities and to reduce income vulnerability at both producer and macro levels. The World Bank has
been entrusted with the implementation of two components of the programme:

Component A - Agricultural Value Chain Development and Diversification. The World Bank will provide
expertise and technical assistance to ACP countries in the areas relating to the development of
agricultural value chains. The World Bank, through its Sustainable Development Network (SDN), will
implement a number of activities under the umbrella of a Global Partnership Program (GPP) focused on
the development of agricultural value chains for domestic, regional and export markets This component
is to be implemented by the Agriculture and Rural Development unit of the Africa Region (AFTAR),
Sustainable Development Network (AFR-SDN)

Component B - Commodity Risk Management. ¢ KS . I y1 Q& ! INRK Odzf § dzNB-
ARMT)!, of the bank-wide Agriculture and Rural Development Department (ARD), Sustainable
Development Network (ARD-SDN), will provide technical assistance aimed at improving risk management
practices and facilitating access to market based risk management instruments for agricultural value
chain actors in ACP countries.

This report contains an update of the World Bank activities related to cotton under the EU AAACP
Programme for the period from July 2009 till end of March 2010. The report contains both, the activities
planned and undertaken by WB-SDN as well as those under the responsibility of the WB-ARMT. This
report will serve as inputs for the discussions on the oncoming COS meeting tentatively scheduled for
the week of 17 May 2010.

Indicative summary of expenditure figures are provided. As previously advised to the EU and the CU,
these figures are informal indications and should not be considered to be formal reporting of
expenditures to the EU, which is officially executed in accordance with the terms of the Administrative
Agreement.

2. WB-SDN activities under the WB-ARMT funding window
2.1 Background

The World Bank undertook a comparative study of cotton sectors in Africa with the objective to draw
lessons from cotton sector reform. The purpose was to bring together and assess reform experience
from both regions of the continent (WCA and ESA). The main study, now completed, provides a stronger
empirical basis for dialoguing with governments and private sector in African countries regarding feasible
and desirable paths for the reform and development of cotton sectors.

The study was implemented in three phases: (i) desk reviews of the nine cotton sectors of the study
sample, and discussion of the main findings; (ii) revising/completing the case studies through field visits
and carrying out the comparative analysis of reform outcomes based on a methodological framework
including a typology of cotton sectors and approaches to link sector types to observed performance.
These first two phases were completed in March 2008, and the final report was issued and sent to client
countries in June 2008.

! Previously known as the Commodity Risk Management Group (CRMG).

wA ai
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2.2 Implementation of Activitiesg Tranche |
A. CAYLFLEATFOAR2Y 2F GKS /2YLI NI GAOGS {(dzRe@Qa wSL}R2NJ

The third phase of the aforementioned study, all-but-completed during this review period, included: (a)
finalization, editing and translation to French of the final report, as well as of the country papers and
report on lint quality and marketing, (b) sharing and dissemination of results with client countries,
stakeholders, and other donor agencies, () carrying out additional research on selected topics to
complement the main study. Documents produced and available are shown in Annex 1 (changes since
June 30, 2009 are in italics).

B. 5AaaSYAYlFGA2Yy 2F G(GKS {(dReQa CAYRAY3&

Many of the dissemination activities were completed by June 2009 and described in earlier progress
reports. Further in-country and regional-level dissemination was one of the main objectives of the third
phase of the study. In parallel to sending the final report to the various country authorities, regional
economic organizations (WAEMU, ECOWAS, COMESA, SADC) and donor partners, in-country workshops
were organized to present and discuss the findings and stimulate exchanges on ongoing and future
reform programs. During the current review period, the French version of the main report was published
in hard copy and 200 copies disseminated during August 2009 to World Bank offices, AFD, CIRAD, and the
EU-AAACP Coordination Unit. In addition, the main findings of the report were disseminated during a
Tanzania country workshop on cotton sector reforms in early December, 2009. See updated
dissemination plan (Annex 2).

Policy Notes/Assistance Strategy Notes

l'a LINI 2F (G4KS RA&aSYAyRBipdyge yperafichallydfotu$d palidydzites Qa F A
summarizing the findings of the report, their application to a given country situation and presenting
guestions/issues for discussion were prepared. They were meant to be used to enhance dialogue with

O2dzy i NAS&a 2y O2Gi02y LRt A OAialdadeTommdndatidrs, ardBuide’doriork S & G d:
assistance to these sectors. An on-demand (from in-country and Bank country teams) approach was

taken to preparation of policy/assistance strategy notes for a selected number of countries of the

covered by the main report, and on this basis policy notes have been finalized and disseminated for

Zambia (four notes) and Benin (two notes), the latter with translation into French.

C. Phase 3 Activities (Additional Research)

Discussions drawing on the main study report identified and prioritized a number of knowledge gaps for

additional research. Six if these were targeted for phase 3 support under Tranche | funding, and these

are either fully- or nearly-completed or in final stages, except the one on risk management. The five

20KSN) LINPRdzOGA FNBY 6A0 | OlFasS addzRe 2y /2GS RQL¢
(iii) a study on the economics of roller ginning, (iv) a first draft of the work on regulation of cotton

sectors, and (v) a literature review of farm-level cotton production economics and preliminary design of

a further survey-based study, with advance work on farm structures in Uganda.

A workshop was held at World Bank headquarters 8-9 December, 2009 that brought together study
teams on most of these tasks in their final stages. Details on progress on each of the tasks are given
below.

LV9@g2tdziazy 2F /20S RAUEANNEBQA 0 Bii2Sy R AR2ANNE Q
extensively prior to the civil strife early in this decade. As the country stabilizes, a careful assessment

of its reform process, in the framework of the main comparative study, as deemed warranted, to

enrich the analysis based on the typology of cottons sectors and to provide additional policy insights

into possible future transitions from local monopoly to concentrated sectors in WCA and elsewhere.
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Current status The final report is completed (English and French) and submitted for public

F @ AfFroAfAGe GKNRIzZZAK GKS . y1Qa ! TeNArcbuntry 2 NJ A Y

dissemination is pending.

(2) Improvement of risk management in cotton sectors. Since the cotton market is highly volatile
and exchange rate movements also have an impact on the sustainability of the sector, it is important
to improve risk management mechanisms in Sub-Saharian Africa. For example, pan-territorial, pan-
seasonal price mechanisms pass high levels of financial risk to cotton companies, who are often ill-
equipped to monitor and manage them. This review study will assess the capacity of the different
aSOt2N) GeLSa 2F (GKS alidzReQa GeLrftz3e G2
currently used by cotton companies, the compatibility between pricing systems and the use of
market-based risk mitigation instruments and the prospects for a wider use of these instruments.
The study will also include a review of the legal/regulatory framework for trading in commodity
derivatives and currency hedging as well as an assessment of capacity and potential entry points for
piloting market-based risk management tools.

Current status TORs are drafted, the consultant identified, and the start of implementation pending
availability of the consultant.

(3) Long-term market prospects for cotton by-products. The current performance and future
prospects of markets for cotton by-products in Africa and elsewhere is of increasing importance for
the overall profitability of cotton systems but has received little attention. A more detailed
understanding of national and regional seed and oil markets in some of the study countries is sought,
and needs to be placed in the context of evolving global cotton oil markets. This analysis would be
directly useful for cotton sector stakeholders as they seek to maximize overall profitability of their
enterprises during a cycle of stagnant fiber prices. This study will: review global edible oil markets,
turn to a focus on the global cotton oil market including production, trade, and price trends, and also
extend the implications of this global market assessment to a sample of African cotton producing
countries that represent an array of domestic contexts for cotton by-products processing and
marketing.

Current status National consultants completed country survey reports for Uganda, Tanzania, Benin,
Burkina, and Brazil. A draft final report is being circulated for review, which will be followed by final
editing and submission to the World Bank Development Economics Policy Research Working Paper
Series anticipated by end-May 2010. Dissemination is being undertaken, e.g. to the ICAC Research
Associate Program (May 2010), which will conclude the activity.

(4) The economics of roller ginning. An improved understanding of the economics of roller ginning
would be quite helpful to guide policy-makers and stakeholders contemplating investment in, or
transition to, roller ginning. This has involved analyzing the investment cost and apparent scalability
of roller gins compared to both new and used saw gins, and investigating what roller gins imply for
(a) the contestability of markets, (b) the ability of any kind of concentrated system to maintain itself,
and (c) the ability of farmer groups to enter as ginners. Earlier stages of work included a field
mission to Turkey in March 2009, and a draft report was produced April 2009.

Current status The report is done, the French translation being finalized, and is being submitted for
publication in the Africa Working Paper Series and website.

(5) Effective regulation for African cotton sectors. This work builds on insights from the main
comparative study (phase 2) findings to explore regulatory needs of African cotton sectors as these
go through structural changes. The work draws on wider literature on regulation to develop a
conceptual framework to identify different types of regulation, to allow a greater understanding of
factors other than sector structure that influence the nature of the regulatory challenge, and to

eee
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highlight implications on how different regulatory approaches are likely to perform under differing
circumstances. It will comprise two parts: (1) the development of a conceptual framework to guide
detailed case studies and synthesis work; this work will be built in part on a literature review of (a)
conceptual approaches to economic regulation and (b) regulatory practice for cash crops in SSA and
cotton beyond SSA; and (2) a "preliminary application” of the framework to two, one from ESA
(Zambia) and one from WCA (Benin) that will draw on detailed analysis of existing regulatory
framework in these countries. The results of this work, exploring different types of regulatory
practice across several countries, will generate stronger recommendations on regulatory
approaches, depending on sector type and other key factors.

Current status Field work was done in Zambia and Benin and country case studies completed
(February, 2010). The draft synthesis report was presented at the World Bank workshop (December
2009), a draft final report circulated for review (February 2010) with comments now being
integrated into a final report (May 2010). Use of the report is anticipated right away in policy
dialogue, for example in Mali and Burkina Faso.

(6) Farm-level economics (field survey and monitoring). There is a need to better identify,
characterize, quantify and understand the behaviour and dynamics of different cotton farm
groups/categories in order to identify what kind of support programs could help them benefit more
from cotton cultivation, or allow them to switch to more profitable crops and diversify their cropping
systems. For example, it would be very useful to know, for each main category of cotton farm, the
main structural constraints they face, how they react to incentives, and what are the margins of
technical progress. It will also be crucial to identify a minimum set of services and assets a household
would need to be able to use cotton to raise their income and build assets over time. Phase 3
funding is supporting a review of the literature on cotton productivity in developing countries, to
develop conceptual approach and preliminary design for field data collection in a sample of countries
to address these questions, and to revise and finalize the design on the basis of expert feedback.

As part of the above work, "The Gender Dimension of Cotton Productivity in Uganda" research
activity production is being carried out through farm-level survey work and analysis. The work is
focusing on productivity issues, regional differences, male-female yield differentials, and the

importance of input financing. Co-financeA & 6 SAy 3 LINBJARSR (KNRdJAK

eee
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NI YR2YAT SR LRftAOE SELSNAYSY(GZ Ay F2dzNJ 2 dzi
Nile, North, Eastern), and a sample of 500 cotton growers. The first round was completed in 2009
and the second round launched in February 2010. Methodologically, a difference-in-difference
approach with fixed effects is being used, testing the impact of the policy intervention (training) in
the experiment group compared to the control group. Gender Action Plan funds will be used
primarily for data collection, econometric analysis, and dissemination efforts. Interim outputs will
include two papers one of descriptive nature and a second on methodology and econometric
evidence, and a final monograph is planned.

Current status.

For the farm-level economics, a draft report consisting of a literature review and a conceptual
approach for country studies using a consistent analytical framework was prepared, discussed at the
8-9 December 2009 workshop, a subsequent revision circulated for review, and comments now
being incorporated in a final version anticipated by mid-May 2010, which will complete this activity
under Tranche | support; Tranche Il funding has been provided for implementing the farm-level
economics research.

27
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The related Uganda activity is ongoing. The completed 2009 survey round (March) has been
followed by the final round in 2010 (February). Firsi NP dzy R NXB adzZ Ga o6 SNB
December 2009 workshop, followed by a Kampala workshop (January 2010) and other dissemination
that reached the Cotton Development Organization, ginners, research entities, NGOs and policy
advisors of the Ministry of Agriculture.

Financial Summary

The overall budget for these phase 3 activities is $580,000, funded through a transfer from the WB-
ARMT allocation under the All-ACP Agricultural Commodities Programme to a child trust fund
(TF092488) managed by theBan] Qa ! FNAOIF NBIAA2Y
Plan provides an additional $100,000 for the Uganda component of activity (6) above. To date,
$565,000 has been transferred to the TF092488, including $70,000 since July 2009. The World Bank
continues to contribute staff time, administrative support and logistics. The expenses provided here
are estimates based on converting dollar expenses into Euros at Euro 1 : USD 1.395, which is the
exchange rate at the time of disbursement.

AAACP (WB-ARMT) / Program Transferred Disbursed Committed Available
TF092488
Overall 580,000 565,000 460,386

oenmp 3 oennpl deoon:

July 1, 2009 ¢ April
15, 2010

2.3 WBSDN Implementation of Activities Tranche I
WB-SDN cotton activities are comprised of two elements:
A. Prevention of seed cotton contamination

This is a joint activity with CFC, where WN-SDN will be implementing a component of the overall CFC-led
projectt WB-{ 5b Qa AYUGSNBSYyGA2ya gAff
at rendering scalable and sustainable the interventions that will have been carried out at the level of
FINYSNEQ 3IAINRdzLIAYyIad ¢KS 2. oAt
incentives that will accompany the CFC-led efforts in training an estimated 100,000 selected cotton
farmers over three years.

Current status:

Participation in IFDC workshops to launch the project: WB-SDN headquarters staff participated in the
initial kick-off workshop on March 9 in Ouagadougou, and also in the Burkina Faso national workshop
April 16, 2010.

The first phase in WB-SDN intervention will proceed through consultancy work that will defining the
precise contours of its intervention and will recommend on the best ways to engage with ginners. The
ToRs for a specialized consultant on quality / contamination issues were drafted and the consultant
recruited. A first meeting between the Consultant and CFC was held on April 1°" and the consultant will
initiate his work in Burkina Faso and Mali in the second half of May 2010.

0 Sind indertiB@IHatSVRR aird Y’
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B. Analysis of cotton farming systems and implications of trade policies

The framework paper to guide methodology for this study was prepared by a Michigan State University
(MSU) team as part of Tr.I2. The two lead consulting firms that are likely to be carrying out the work will
be CIRAD of France and a team from MSU. Framework agreements are to be drawn between WB-SDN
and these two entities, followed by respective ToRs. Involvement and possible co-financing of this study
by AFD is being discussed. Four countries have been tentatively identified for the study (Mali, Burkina,
Zambia and Tanzania), contingent upon additional resource mobilization, and success with linking up
with national institutional partners.

Current status:

The implementation details are still being discussed with likely partners MSU and CIRAD, and discussions
with AFD about the co-financing of this work are progressing.

Financial Summary

The expenses provided here are estimates based on converting dollar expenses into Euros at Euro 1 :
USD 1.395, which is the exchange rate at the time of disbursement.

Tranche Il WB-SDN cotton activities | Amount granted under Committed Disbursed
AAACP

WST.DO1: Prevention of Seed Cotton | $539,00n 6 € oy n| $45,000 0

Contamination

ACP.DO03 Analysis of Cotton farming [P nmy XZnnn 010 0

systems and implications for sector

policies

3. WB-ARMT Cotton Related Activities

The WB-ARMT program being developed under the AAACP with the EU is budgeted for activities in the
area of agricultural risk management. These activities consist in training, transfer of capacity, risk supply
chain assessments, and technical advice to private and public sectors in agricultural risk management
programs, strategies, and products. Though the programmed activities are open for all commodities on
a demand driven basis, this report presents only those activities that have been undertaken in ACP
countries related to risk management in cotton.

A. Training
This work involves the development and production of risk management training materials for use by
cotton sector participants in ACP countries. Training materials developed during this period include (i)
an illustrative cotton market report; (ii) development of a generic price risk management training course
for cotton sector actors; (iii) training program for government and decision makers explaining how prices
are determined. The training materials produced, and under development, are targeted for use by
various stakeholders in the cotton supply chains in ACP countries. The illustrative market report in
cotton was produced for the Government of Malawi Agriculture Department as an example of market
intelligence reports that are required to facilitate effective decision making. The illustrative report
generated significant interest and resulted in a decision by the ministry to establish a market intelligence
unit to inform the ministry and its decision makers. The course on determining prices was a generic
course with a specific focus on the cotton sector. The course detailed how commodity prices are
established globally, regionally and locally and what the implications are for government policies and

Z pathways to improved profitability and sustainability of cotton cultivation at farm level in Africa
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decision making. The course was delivered in Malawi in January 2010. The generic price risk
management course will included information and materials of relevance to the ACP cotton producing
countries and will provide information on price risk and price risk management. The illustrative cotton
market report was produced in December 2009 and delivered to the Ministry of Agriculture for their
review. The training materials for agricultural commodity pricing was developed and completed by
January 2010 and subsequently delivered to the desired audience

Current Status

The generic price risk management training program is currently under development and is expected to
be completed by May 2010 and will subsequently be delivered to its desired audience including the
Mozambique cotton sector. Preparations are also being undertaken to transfer capacity to the cotton
sector of Mozambique following the completion of the supply chain risk assessment in late 20009.

B. Transfer of Capacity

This work builds up the capacity of ACP cotton sector participants with specific regards to improving the
proactive management of their cotton sector risks. Capacity is transferred through a variety of means
including the delivery of formal training to cotton sector participants. The goal is to provide tailored
education and capacity building in specific areas to assist trainees in improving their capacity to manage
their risks. Capacity was transferred to key government and industry cotton participants in Malawi in
January 2010. The focus of the capacity transfer was providing data on cotton pricing internationally and
how this impacts upon regional and local prices, especially of relevance to government minimum pricing
policies for the cotton sector. In addition assistance was provided on identifying and using data sources
to monitor international market movements and developments.

Current Status

The WB-ARMT is in the process of identifying regional institutional partners to transfer capacity on price
and weather risk managementinad G N> A (S yANI A YSNEE | LILINRF OK G2
private sector operators in the agricultural sector in managing these production and market risks.

C. Weather Index Insurance for Cotton Supply Chain. Burkina Faso

A weather risk assessment for the cotton supply chain has been undertaken by the WB-ARMT. This
report revealed that cotton in Burkina Faso is grown under rain-fed conditions, and is vulnerable to
production losses from variable seasonal rainfall deficits, as well as from excess rainfall and associated
flooding. Weather risk has been identified as a significant constraint to farmers, and particularly in
restricting willingness of lenders to extend credit for cotton (and other crop) production. The report
analyzed the various weather risks, its effect on yields, and the spatial impact distribution at local or
national level. This assessment is now being used to determine the opportunity, or otherwise, of
introducing appropriate forms of agricultural insurance which could provide protection against weather
risks, thereby reducing farmer indebtedness following loss, and providing a form of collateral to lending
institutions.

Current Status

WB-ARMT is currently discussing with stakeholders the findings of the weather risk assessment including
the potential for developing agricultural insurance for cotton, and the options for successfully designing
a suitable application to protect farmers against drought events. In the coming months the feasibility
stage for the design of agricultural insurance will start, depending on the option that is agreed with
farmers and the cotton industry.
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D. Cotton Supply Chain Risk Assessment. Mozambique

At the request of the Cotton Institute of Mozambique (IAM), a risk assessment for the cotton supply
chains was undertaken by the end of 2009. The advisory report identified the major risks facing
agriculture, rank those risks in terms of their potential impact and frequency, and offered a framework
for improving current risk management practices. The major identified risks were related to crop
substitution, cotton price volatility, credit default by farmers, exchange rate, and weather risks. Based
on the risk assessment and capacity to manage the identified risks, the report offered an additional step
to identify the different levels of vulnerability ¢ high, medium, and low, for various groups of
stakeholders along the supply chain.

Current Status

The risk supply chain assessment for cotton has been completed. Insights and recommendations are
informing the Government of Mozambique and IAM for improving risk management practices in the
cotton supply chain. Next steps are currently being discussed with the Ministry of Agriculture and IAM
as to the merits for additional advisory activities to agriculture in the country.

Financial Summary

The table below shows the cumulative expenses by line of activity and region as to the end of March
2010. The expenses related to Capacity Transfer and Training however are not necessarily related to
only cotton activities, but include expenses in those lines of activities for other commaodities in the
African region, as the accounting system at the World Bank is not designed to track expenditures per
commodity. Whereas the World Bank uses American dollars in the accounting system, these
expenditures have been converted into Euros using the exchange rate of Euro 1 : USD 1.6.

Cummulative

Expenses

ID. No. RegiollLead IO Line of Activity Budget as to March 2010

WST.E04 WST WB-ARMT Commodity Price Risk Management 125,000 16,036
WST.EO7 WST WB-ARMT Capacity Transfer to the Region 200,000 729
ESA.EO1 ESA WB-ARMT Supply Chain Risk Assessment 100,000 74,566
ESA.E04 ESA WB-ARMT Commodity Price Risk Management 75,000 85,401
ESA.EO7 ESA WB-ARMT Capacity Transfer to the Region 200,000 41,954
ACP.EO1 ACP WB-ARMT Training & Education on Agricultural Risk I 325,000 209,386

The expenses presented in this table are estimates and do not represent official World Bank financial
reporting to the European Union, which is done periodically according to the terms of the Agreement.
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Annex 1

Comparative Study of Cotton Sector Reform in SSA
List of documents produced and available

(additions since July 2009 in italics)

(1) Organization and Performance of Cotton Sectors in Africa: Learning from Reform Experience
(main study report), by D. Tschirley, C. Poulton and P. Labaste, editors, World Bank; Published in
February 2009

(2) Organisation et performances des filiéres cotonnieres africaines : lecons des réformes (rapport
LINAY OA LI £ RS f QS dzR Smakd PLikbadfe, Bdibeurs; BaddjgeAVNAdISES, > / &
Publication expected in July 2009

(3) Cotton quality and marketing in Africa, by Gérald Estur, July 2008 ; published in February in the
Africa Working Papers Series (AWPS #121)

(4) Qualité et commercialisation de la fibre de coton en Afrique, par Gérald Estur, Juillet 2008
(5) The Cotton Sector of Uganda, by J. Baffes, May 2008

(6) The Cotton Sector of Tanzania, by C. Poulton and W. Maro, November 2008 (AWPS # 127)
(7) The Cotton Sector of Cameroon, by N. Gergely, June 2008

(8) The Cotton Sector of Zambia, by D. Tschirley and S. Kabwe, November 2008

(9) The Cotton Sector of Zimbabwe, by C. Poulton and B. Hanyani-Mlambo, October 2008
(10) The Cotton Sector of Benin, by N. Gergely, July 2008

(11) The Economics of Roller Ginning Technology and Implications for African Cotton Sectors, by
Gérald Estur and Nicolas Gergely, December 2009

(12) Sa LINAYyOALISa SO2y2YAljdzSa RS f I 0§SOKy 2t 23AS |
secteurs dafricains du coton, par Gérald Estur and Nicolas Gergely, Décembre 2009

(13 ¢ KS /2642y {SOG2NI 2F /2GS RQLG2ANBT o6& bod DSN

Drafts:
(14) The Cotton Sector of Burkina, by N. Gergely
(15) The Cotton Sector of Mozambique, by D. Boughton
(16) The Cotton Sector of Mali, by N. Gergely

Country papers (French version):
(17) LafiliereO2 G2y RQhdza+F yRFX W . | FFSasx aliA wHnany
(18) Lafiliere coton du Bénin, N. Gergely, Juillet 2008
(19) Lafiliere coton de Zambie, D. Tschirley and S. Kabwe, Novembre 2008
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(20) Lafiliere coton de Tanzanie, C. Poulton and B. Hanyani-Mlambo, Novembre 2008
(21) La Filiére Cotonde/ 2GS RQL@2ANBZ LI NI bd DSNHSte&s 5S0SYo

Policy Notes

Prices Paid To Cotton Farmers: How Does Zambia Compare To Its African Neighbors?, David Tschirley
and Stephen Kabwe

Farm Yields And Returns To Farmers From Seed Cotton: Does Zambia Measure Up?, Stephen Kabwe
and David Tschirley

Increasing Demand For Quality In World Cotton Markets: How Has Zambia Performed?, David
Tschirley and Stephen Kabwe

Input Credit Provision For Cotton Production: How Does Zambia Measure Up To Its African
Neighbors?, Stephen Kabwe and David Tschirley
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Annex 2
Dissemination
Updated March 30, 2010
(Additions since July 2009 in italics)

Presentation to internal World Bank audiences (comparative analysis study)

- WB Washington: annual meetings/WCA countries (S. Mink/P. Labaste): 10/22/2007
- BBL for AFTSD (/P. Labaste/D. Tschirley): 11/08/2007
- World Bank Board of Directors (S. Mink): 01/27/2008
- AFTAR Unit meeting (S. Mink): 02/05/2008

In country debriefings (comparative study and country papers)

Country Presenter(s) Dates

Benin N. Gergely/N. Ahouissoussi May 19, 2008

Burkina P. Labaste/A. Touré Nov 30, 2007

Cameroon N. Gergely Planned for May 2008
t 2a0L12YSR Of

Mali P. Labaste/Y. Sangho May 13, 2008

Mozambique D. Boughton + MSU team October 2008

Uganda J. Baffes May 15, 2008

Tanzania C. Poulton December 1-3, 2009

Zambia D. Tschirley Nov 28, 2007

Zimbabwe C. Poulton January 20, 2009

Other presentations

Organization Presenter(s) Dates

MAE/AFD, Paris

P. Labaste/N. Gergely

June 10, 2008

EU (DG-DEV/AIDCO)

P. Labaste/C. Poulton

June 11, 2008

COS-Coton, Brussels

P. Labaste

July 23, 2008

8th Donor Meeting on Rural
Development in West Africa, Paris

P. Labaste

May 20, 2009
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Conferences

Event Presenter(s) Dates

EU Cotton Conference Arusha C. Poulton September 5-7, 2007
(Tanzania)

29th International Cotton Conference, | C. Poulton April 3-5, 2008
Bremen, Germany

International Conference on cotton: D. Tschirley May 13-17, 2008
"Rationale and evolution of cotton

policies", CIRAD-Montpellier, France

I.C.A.C. Conference in Ouagadougou, P. Labaste November 17-21, 2008

Burkina Faso, communication and panel
discussion

Publications

Institutional Diversity and Performance of Cotton Sectors in Africa, World Development Report, July

2009
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B. International Trade Centre

1. Cotton Sector Strategy Development
1.1. Cotton Sector Strategy Development for West Africa (UEOMA)

A First workshop was held in Ouagadougou in May 2009 to discuss and validate the purpose to be served
by defining a strategy for improving the cotton sector in West Africa. It was attended by private sector
bodies (ACA, APROCA...), the UEMOA, CEMAC and other regional institutions as well as several national
institutions from the region.

The Ouagadougou workshop, called for a UEMOA lead project management team to be formed and
follow up on the strategy development process with stakeholders. The formation of such a team took
longer than expected and was not constituted as planned causing delays in terms of delivery. ITC
requested a high level meeting with UEMOA which was organised through the good offices of the ACP
Secretariat and took place in Brussels in February 2010.

The Brussels meeting confirmed the enthusiasm and need of UEMOA to continue with development of a

eee

strategy for improving 1 KS O2G 02y &SOG2NJ dzy RSNJ G KS a! ASyRI  F72

working session was held with ITC at UEMOA in Ouagadougou and the following was agreed:

- UEMOA and ITC agreed on specific objectives and methodology for strategy development;
- AUEMOA based team with a UEMOA project manager were designated,;

- @GFrEARFGAZ2Y LINRPOSaa oKAOK Ay@2f@dSa ! 9ah! |y

¢SEGAESQQ 61L& FINBSRGOGT | yRX

- Adetailed action plan is expected to be adopted and technical work started in May 2010.

- hiGKSNJ LkhQa FTyYyR LINIGYSNBR 2F GKS 111/t
development process as of end of May 2010.

The next ITC mission is planned for the third week of May 2010 and the strategy should be finalized by
October 2010 with an initial good draft expected by end of summer 2010.

1.2. Cotton Sector Strategy Development for Central Africa

CEMAC attended the first workshop in Ouagadougou in May 2009 and it was agreed that CEMAC would
help to organize with ITC a similar regional event of its own region in July 2009. After many attempts it
proved to be impossible to organise stakeholders travel from countries that had initially expressed a wish
to participate. ITC requested a high level meeting with CEMAC to resolve the issue. The meeting did not
take place despite support from the ACP Secretariat.

At its last meeting held in Brussels, The AAACP Steering Committee designated CEEAC as the focal point
for Cotton and Agro-foods in Central Africa. In April 2010, CEMAC made a new approach to ITC
expressing its willingness to resume with the strategy development process.

ITC is in the process of evaluating with stakeholders the feasibility of having CEMAC and CEEAC involved
in the same project and playing complementary roles with activities starting in one country and then
being replicated in others. Discussions started in Chad earlier this year and will continue in early May
during the market orientation missions to Asia, when representatives from some Central African
countries will be present together. Specific recommendations will follow from ITC to the Coordination
Unit and Secretariat when the current consultations process is completed.

t N2 3 N.
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1.3 Cotton Sector Strategy Development Eastern and Southern Africa

The Cotton to Clothing Strategy for Eastern and Southern Africa was officially launched during the
COMESA Business Council meeting on 4 June 2009.

COMESA and ACTIF identified seven pilot countries in which the regional strategy will be validated and
prioritized at country level. The seven countries are also selected for specific sector strategy
implementation support under the AAACP. These are: Kenya, Malawi, Mozambique, Tanzania (non-
COMESA member), Uganda, Zambia and Zimbabwe.

After the official launch of the strategy in June 2009, a first national validation workshop took place in
Kampala (Uganda) on 31 August - 1 September 2009. Organized by the Ugandan national counterpart
(the T&C Association of Uganda as well as the Cotton Development Organization), facilitated by ACTIF
and ITC and funded by COMESA, the strategy was validated and prioritized at the national level. In
addition, a national strategy was adopted by Uganda. Further national validation workshops are planned
together with COMESA, ACTIF in the remaining 6 pilot countries on a cost-sharing basis.

A progress review meeting of the strategy implementation committee is now planned for June in
Tanzania or Kenya to coincide with the end of the Kenyan and Tanzanian cotton strategy alignment
meetings.

2. Cotton Sector Strategy Implementation

All of the below activities are designed to contribute to a market orientation for strategy development.
They are a direct response of ITC to implement strategies (such as in ESA) as well as clear needs
identified, which will find their way into to be finalised strategies (West and Central Africa).

Please note that all areas of sector strategy implementation are closely related and reinforce each other.
Thus, results cannot always be attributed to a single area of activity.

2.1. Eastern and Southern Africa:
2.1.1 Strengthening national ginners and farmers association as well as regional bodies

Zambia: The Cotton Association of Zambia was assisted in 2009 in updating the seed cotton pricing
model used in negotiations with ginners. This has improved the negotiation position of cotton farmers
vissa-@A A IAYYSNEKAYOISNYFGA2Y It YSNOKIydad ¢KS
the pricing model, there has been enhanced cotton price and contract negotiations between the
producers and the ginners, leading to improved cotton yields, higher loan recovery rates and (increased)
Ydzidzk £ GNHz G 0SG6SSy GKS LI NIASEdE

Kenya: In Nairobi in January 2010 a workshop for all cotton stakeholders, including farmers, ginners,
textile mills and various ministries was organised by the Cotton Development Authority (CODA) of Kenya
with ITC. Interactions with stakeholders identified the major areas of concern of the industry and priority
areas of support by ITC. Production in Kenya is presently very low with around 20,000 bales only.
Domestic consumption is higher than production so that immediate export marketing activities are not a
priority.

I NBF&a GKFGd 6SNB ARSYUGAFTASR |yR ¢g2dzAZ R tA1Sft &
association, developing codes of conduct for ginner-ginner and ginner-farmer relationships, south-south
cooperation on cotton and especially in seed development in line with market requirements.

[ 2002,
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Uganda: In Kampala in January 2010 meetings with the Cotton Development Organisation of Uganda
and individual ginners as well as a workshop with farmer and ginner representatives were held in the
Cotton House. The proposed workplan was presented and priorities established. These include reducing
contamination at gin level, direct marketing of Ugandan cotton in consuming countries as well as
OF LI OAGe o6dZAf RAYI 2F FAYYSNRAE YR TFNYSNRA
approach and need to elaborate codes of conduct to avoid side-selling and pirate buying. Due to the bad
harvest this season and the large ginning overcapacity, ginners are desperate to buy seed-cotton and are
willing to pay above market prices. This has a negative effect on cotton quality.

MozZaziMa: As a result of various joint activities (promotion of East African cotton and south-south
cooperation activities in China), representatives from Mozambique, Zambia, Zimbabwe, and Malawi
developed the idea of sub-regional cooperation and approached ITC for help under the AAACP. ITC
responded favourably to develop the concept together with the cotton sector of the four countries. The
draft concept of sub-regional cooperation between Mozambique, Zambia, Zimbabwe and Malawi
(MoZaziMa) was subsequently elaborated. Consultations were held with the private and public sector in
Malawi and Zambia in December 2009 and the concept was approved by officials from both countries.
Further consultations are being held in Zimbabwe and Mozambique in the period 12 ¢ 23 April 2010.
ACTIF will be closely involved to ensure that its sub-regional hubs are taking an active part and that any
activity of MoZaziMa will directly link into the regional cotton to clothing strategy.

Results:

Some of the regular participants in some of the cotton trading and marketing activities have been
recognized by the government as a valuable source of information and opinion leader. For example, one
participant from Uganda was nominated Chair of the Food Production and Food-processing subsector of

QX

QX
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marketing capacity building organized by ITC.

2.1.2 Increasing value chain and market transparency and linkages built with cotton importing
countries

Bangladesh: Promotion of East African Cotton and Increasing value Chain Transparency, Dhaka, 29
January ¢ 5 February 2009

An extensive 6-day programme was successfully implemented in Bangladesh, which is the world third
largest cotton importer. The programme was jointly organised with the Ministry of Textiles, Bangladesh
Textile Mills Association, and the Bangladesh Cotton Association. The one-week interaction was opened
by the Minister of Textiles, the Secretary, Ministry of Textiles as well as the Presidents of the largest
associations in the country, namely the Bangladesh Textile Mills Association, the Bangladesh Garment
Manufacturers Exporters Association and the Bangladesh Cotton Assaciation.

21 African participants (ginners, farmers and government representatives from Malawi, Mozambique,
Tanzania, Uganda and Zambia):

i) bhad direct business negotiations with more than 10 local cotton merchants and an equal number
of cotton-importing spinning mills;

i) understood and learned the specific requirements of the Bangladeshi cotton market, received
insider information that international merchants would never share, including all tricks and issues
that need to be addressed to successfully penetrate the market ¢ special attention was given to
issue of extraneous contamination of cotton and its effect on textile production and trade;
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iii) witnessed the development of the entire textiles and clothing industry through factory visits and
got a firm understanding on how Bangladesh was able to develop the flourishing industry so
successfully.

While ITC sponsored 14 African participants (representing the farm, ginning and public sector), 7
Tanzanian ginners and bankers joined the mission on their own full cost. This is an indication of the
importance and usefulness of such missions.

Results:

On 26 September a first ever direct shipment from Tanzania to Bangladesh of a first order of 1000 bales
(1 bale @ 200 kg) was shipped with a value of around US$ 290,000. This is a direct result of the event
organised in Bangladesh in February 2009. In fact, several Tanzanian ginning companies that participated
in the ITC marketing mission and value chain training in Dhaka in February 2009 had follow-up with
Bangladeshi cotton merchants and spinning mills through various visits to Dhaka, supported by the local
CRDB bank. As a result this first shipment was negotiated and the deal completed. After a first-ever
direct shipment to Thailand, this is the second example that direct sales of a commaodity such as cotton is
possible if a close collaboration of important value chain players at national level is secured. Seven
additional Tanzanian participants (ginners and bank representatives) fully financed their participation.

A group of 8 Tanzania ginners will revisit Bangladesh (and Thailand) in May/June 2010 to cement the
established relationship. This shows that the initial promotional effort lead to sustainable business
linkages between Tanzania and Bangladesh.

Ugandan ginners informed ITC that after the visit to Bangladesh in February 2009 within the framework
of the AAACP, demand from the market picked-up and Bangladeshi spinning companies requested
international merchants to deliver Ugandan cotton. Before that Ugandan cotton was not in demand in
Bangladesh. Ugandan ginners received this information only through local representatives of
international traders, as merchants were keeping this information secret. This shows that promotion of
cotton origin has an effect in the market and is benefitting Ugandan cotton ginners (and ultimately
farmers) as well as international merchants.

Thailand:
Results:

Follow-up activities in Thailand on a marketing tour organised in 2008 resulted in a Tanzanian cotton
ginner selling 800 tons of lint to a Thai spinning factory between December 2008 and May 2009. This was
the first-ever direct sale from Tanzania to Thailand without the involvement of an international cotton
merchant. 800 tons equal to around 4,420 bales sold at around US$ 920,000. A vendor analysis made by
the spinning mill evaluated the supplier as above average, even though the contamination level was
found to be too high. The spinning mill is now engaging to work directly with the ginner to tackle this
problem and will send staff from Thailand to Tanzania in the autumn this year. This shows that it is
possible to directly link cotton producers with consumers without engaging international merchants.

In 2010 the spinning company informed ITC about continued direct purchase of cotton from Tanzania.
After having bought directly already last year the company confirmed that it will increase its direct
purchase to 4,000 to 5,000 tons as from June 2010. The expected direct exports from Tanzania to
Thailand will be between 7.2 million US$ to 9 million US$ at present market rates.

Moreover, the company is also going ahead with an investment project to set up a small spinning factory
in Dar Es Salaam. Investment costs are estimated at 7 million US$ with equipment being shipped (used)
from its Thai operation along with the purchase of new machinery.
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Moreover, a close cooperation with the Tanzanian Bank CRDB Bank, which finances 90% of the cotton
crop in the country, was agreed upon. The bank is willing to organise and finance national dissemination
workshops at farm and ginning level as well as activities that strengthen cotton producers and ginners
association at national level. Moreover, the CRDB bank invited ITC to closely cooperate with it during its
annual cotton-related events and training activities. Finally, CRDB Bank will continue to cooperate on
marketing and south-south cooperation activities, through participation and mobilization of Tanzanian
ginning companies.

Cooperation with the bank is important as it is the missing link towards the market. The bank is also
instrumental in pushing all cotton sector stakeholders to work jointly on codes of conducts of inputs and
seed cotton trade between farmers and ginners. This represents an innovative area for reinforcing the
capacity of cotton related TSIs.

China: Promotion of East African cotton and ginner training in Qingdao, China, 18 -23 April 2010.

A special training for 10 selected ginners from Malawi, Mozambique, Tanzania, Uganda, Zambia and
Zimbabwe was organised together with the Ministry of Commerce and the Qingdao Communications
Logistics, a private sector domestic cotton trader. The latter entirely financed all domestic costs in China
(boarding and lodging, transport, interpretation, etc.) amounting to approximately US$ 30,000. The
event focussed on practical aspects on how to start exporting cotton to China and how to deal with
Chinese import procedures, etc.

Forthcoming activities:

Cotton marketing activities are planned for Thailand 19 - 23 July 2010. Discussions were already held
with Thai officials and the Thailand Textile Manufacturers Association and a draft programme agreed
upon.

2.1.3 South-south cooperation, capacity building and market orientation activities

China: South-South Cooperation - Cotton Value Chain Training and Promotion of African Cotton to
China, Beijing and Zhengzhou, 14 ¢ 25 September 2009

A 10-day programme for cotton producers, ginners, exporters and government officials of seven East and
Southern African cotton producing countries (i.e. Kenya, Malawi, Mozambique, Tanzania, Uganda,
Zambia and Zimbabwe), as well as representatives of the African Cotton Textiles Industries Federation
(ACTIF) and the African Cotton Producers Association (AProCA), was successfully implemented in China,
which is the world largest cotton producer, consumer, transformer and importer.

While China produces around 7 million tons of cotton its requirements are around 9 million and growing.
China is therefore looking to diversify its cotton sources beyond US, Australian and Indian cotton. For
Africa there is enormous export potential in a growing markets that looks to diversify its cotton sources.

The programme was jointly organized with the Ministry of Commerce (MOFCOM), the China National
Textiles and Apparel Council (CNTAC - the former Ministry of Textiles) and the China Cotton Association
(CCA). 31 African participants (5 out of which financed their complete participation) went through an
intensive training on all aspects of the cotton to textiles value chain, including cotton research, seed
development, production, harvest, ginning as well as spinning and weaving operations. An intensive
training in Beijing followed field visits in Zhengzhou. The event culminated in a business networking
(buyers-sellers meeting) that brought Chinese cotton traders and spinning mills together with African
cotton companies. Participants had direct business negotiations with 50 cotton merchants and cotton-
importing spinning mills. Moreover, African participants interacted with Chinese farm-input suppliers,
ginning and textile technology manufacturers as well as the Zhengzhou Commodity (incl. Cotton)
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Exchange and cotton and textile research institutions. African cotton producers and ginners understood
the specific requirements of the Chinese cotton market, received insider information, witnessed the
development of the entire textiles and clothing industry through factory visits and got a firm
understanding on how China is managing its cotton as well as textiles and clothing growth.

Results:

30 Chinese enterprises conducted bilateral negotiations with 27 African representatives for sourcing
cotton from African ginners and supplying inputs, machinery and other cotton related services to cotton
producers. Three Chinese spinning mills based in Qingdao, Shandong province, agreed to cooperate with
two ginners from Malawi and Kenya for the import 3,000 cotton bales, amounting to approximately US$
793,000. This will be the first time that Chinese spinning mills engage in buying cotton directly from
Africa. Other contracts with ginners from Uganda and Zambia are under negotiation.

Additional trial orders are possibly with ginning companies from other African countries upon test of the
cotton samples brought.

The Zhengzhou Technology University (textile faculty) agreed upon to independently test all cotton
samples brought from Africa. Based on the results the University, together with the Anyang Cotton
Research Institute (the largest in China), provided advice on how to improve the cotton (including on
varieties, handling and contamination issues). Moreover, positive test results were distributed to all
spinning mills in the Henan province, which is a spinning centre in China. This will be important
promotional work for African cotton in China.

Turkey:

As a result of the visit to Turkey in October 2008, ginners from Uganda started buying bale wires from
Turkey more economically than before. Costs savings are estimated 0.3 cents per bale amounting to US$
36,000 during the present season and around US$ 90,000 in the 2010 season. In addition, Amran
Ginneries informed ITC about operational improvements in the gin (moisture control mechanisms) after
the value chain capacity building mission organised in Turkey in 2008, leading to increased productivity
of its operations and better lint quality.

The Tanzanian Cotton Board, industrialists, Tanzanian bank representatives as well as the senior
government investment promotion officials are planning to visit Turkey in 2010 as a direct follow-up of a
cotton value chain capacity building and cotton promotion activity organised by ITC in October 2008. The
aim is to develop strong linkages with market players in Turkey and to attract textile investment into the
country.

Forthcoming Activities:

South-south cooperation activities for ESA are planned in India in September/October 2010. Preliminary
discussions were held already with Indian authorities and private sector stakeholders.

2.1.4 Reducing contamination at gin level (in Uganda and Tanzania) together with market players in
identified target markets

Consultations were held with the Cotton Development Organization of Uganda and selected ginners on
the approach. The same is planned for Tanzania.

A contamination survey was initiated in Bangladesh, Vietnam and Thailand to determine the actual level
of contamination found in African cotton as well as the possibilities to achieve price premiums for
potentially clean cotton. It will be expanded also to other markets. This activity is done in close
collaboration with CFC and the World Bank.
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Results:

A large Thai spinning mill was identified that is willing to cooperate in supplier development and engage
in a long-term cooperation with pre-selected ginners on a cost-sharing basis.

2.2 West and Central Africa

2.2.1 Strengthening national ginners and farmers association as well as regional bodies

ITC support to the African Cotton Association (ACA):

ITC received an official request from the President, ACA on 29 January 2010 to assist ACA in the
development of a business plan/institutional strategy in light of the changed mandate and business
environment ACA members are operating in. In a first step ITC provided technical expertise through a

recognized cotton expert as well as through ITC staff on institutional strengthening. Moreover, ITC has

organized a small workshop of key members of ACA in Dakar, 23-25 February 2010, to elaborate the

framework for a new institutional strategy. This framework (Note de cadrage du processus du plan

A0NI 0S3IAldzS RS tQ! /!0 gla LINBaSyiSR FyR I LILINRISR
Cameroon, 11-13 March 2010. Please note that this activity will result in a business plan for the

association. It is not to be mixed-up with the regional cotton strategy to be developed together with

UEOMA and cotton stakeholders, among them ACA.

ITC supported the African Cotton Association (ACA) in organising the 2eme Journée de Qualité. Cotonou,
Benin 13 - 15 January 2010. ITC publicised the event widely among clients in Asia and attracted Asian
spinning mills from Bangladesh, China and Thailand to participate and provide client feedback on the
cotton. This was followed by visits to cotton and ginning operations during harvest in the north of Benin.
(see below under item d)).

Forthcoming:

ITC arranged an invitation of the China Cotton association to the African Cotton Association (ACA) to
present and promote African cotton during the International China Cotton Summit, 6-8 may 2010. This is
regarded as an important opening to ACA to develop closer sustainable linkages with the cotton sector
(producing and consuming) in China.

ITC will work closely with ACA to develop a cotton promotion approach and communication material for
African cotton.

2.2.2 Increasing value chain and market transparency and linkages built with cotton importing
countries

Thailand: Promotion of Central & West African Cotton and Increasing Value Chain Transparency,
Bangkok, 18 ¢ 26 June 2009

A 5-day programme was successfully implemented in Thailand, which is the world fifth largest cotton
importer. The programme was jointly organized with the Federation of Thai Industries and the Thai
Textile Manufacturers Association. The Department of Export Promotion, Ministry of Commerce was also
involved in organizing interested Thai companies. The meeting attracted lots of interest in the industry
and was officially opened by the Vice Minister, Ministry of Commerce.

24 African participants (sales directors, chief classers and farmer representatives from Benin, Burkina
Crazsz /IFYSNR2YZ /50S RQL@G2ANBZ alfAZCAAAYRERE S | yF
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UEOMA) i) had direct business negotiations with more than 15 local cotton merchants and cotton-
importing spinning mills; ii) understood and learned the specific requirements of the Thai cotton market,
received insider information that international merchants would never share, special attention was given
to issue of extraneous contamination of cotton and its effect on textile production and trade; iii)
witnessed the development of the entire textiles and clothing industry through factory visits and got a
firm understanding on how Thailand was able to develop a flourishing T&C industry.

While Thai spinning mills and cotton consumers were sceptical at the beginning, some are willing to work
together with African producers to improve the offer and especially reduce extraneous contamination.

Promotional presentations made by cotton producers/ginners and their demonstrated seriousness
convinced some mills to consider a closer engagement. This could also lead to more direct trade as
demonstrated already by one large spinner with Tanzania that was facilitated by ITC. Several Thai
spinners and cotton merchants expressed their firm interest in visiting African cotton growing regions in
2010 to establish closer linkages and cooperation. Business negotiations were also held between Thai
exporters of fertilizers and agricultural machinery with African cotton producers. Discussion seemed to
be in an advanced stage.

Results:

Several cotton companies stated that their relationship with international merchants has drastically
AYLINREGSR T FOGSNI KIFIGAY3a LINIGAOALIGSR Ay L¢/ GNIFAYA
ol &SR 2y SljdzrtAGe 00ARS2 SOARSyOS SEAaiG&a0DP {2YS
started their own capacity building operations by bringing cotton companies (but only the sales

directors) to cotton importing countries. So far Burkina Faso and Mali have been invited to such

activities. The importance of marketing and promoting African cotton has therefore been recognized by

YIE22N) YIN] SG LI I @SNBRIZ dzy RS NElategdctififies. i KS AYLER2NIFyOS

CMDT Mali informed ITC that after the event cotton demand and exports to Thailand increased
significantly. Cotton exports were realized by cotton merchants but the promotion of the Malian origin
increased demand n the target market.

Vietnam (outside of the AAACP)

Within the framework on another ITC project, financed by the Organisation Internationale de la
Francophonie, ITC organised a buyers ¢ sellers meeting between West and Central African textiles and
clothing producers as well as producers from Vietnam. During that meeting close links were forged
between Vietnam (and especially Vinatex, the largest textile manufacturing company in Vietnam) and
AIC/Sodeco, the cotton companies in Benin. A close cooperation was agreed upon wherein Vinatex is
interested to buy around 100,000 tons of cotton from Benin, equalling the entire production of the
country.

Close linkages were established with the Ministry of Commerce, Vinatrade, as well as the Vietnam Textile
and Apparel Association (Vitas) to organise a market tour of West and Central African countries in Spring
2010 in Hanoi and Ho Chi Minh City.

Forthcoming:

Cotton marketing training and African cotton promotion activities for central and West African producers
and ginners are planned for Bangladesh (Dhaka) and Vietnam (Hanoi and Ho Chi Minh City), 2 ¢ 12 May
2010. Consultations with authorities in both countries as well as private sector players are advanced,
including the Bangladesh Textile Mills Association (BTMA), the Bangladesh Cotton Association (BCA), the
Vietnam Textile and Apparel Association (VITAS) and the Vietnam Spinning Mills association (VISMA).
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2.2.3 South-south cooperation, capacity building and market orientation activities

ITC has organised in 2009 several south-south cooperation and market orientation activities (intensive
value chain training, facilitation of market linkages and direct export promotion) in target emerging
markets for stakeholders in all cotton regions. These were direct responses to requests raised during the
initial strategy consultation meetings and will help to provide a clear market focus for strategy
formulation and prioritisation of implementation activities in all three regions. All of the regional
organisations (AProCA, ACA and UEOMA) participated in these events

Turkey: South-South Cooperation - Cotton Value Chain Training and Promotion of African Cotton to
Turkey (Izmir, Denizli, Adana, Mersin and Antakya, 27 September - 4 October 2009)

A 7-day programme was successfully implemented in Turkey, which is the world 7™ largest cotton
producer and the 4™ largest cotton importer. While Turkey produces around 400,000 tons of cotton its
requirements are around 1 million ton p.a.

The programme was jointly organized with the Aegean Exporters Association, the Denizli T&C Exporters
Association as well as the Mediterranean Exporters Association. 19 African participants (sales director,
chief classers and farmer representatives from Benin, Burkina Faso, Cameroon, Ivory Coast, Mali,
Senegal, Togo), as well as representatives of the African Cotton Association (ACA) and the African Cotton
Producers Association (AProCA)) went through an intensive training on all aspects of the cotton to
textiles value chain, including cotton research, seed development, production, harvest (hand and
machine picking), ginning as well as spinning, weaving, knitting and garment operations. A one day
conference in Izmir followed field visits in Izmir, Menemen, Ayden, Denizli, Adana, Mersin and Antakya.
The event also included a visit to the Izmir Mercantile Exchange and a business networking (buyers-
sellers meeting) that brought Turkish cotton traders and spinning mills together with African cotton
companies. Participants had direct business negotiations with cotton merchants and cotton-importing
spinning mills. Moreover, African participants interacted with Turkish farm-input suppliers as well as
cotton research institutions.

Results:

Several Turkish cotton merchants, spinning mills and the seed development company ProGen plan
to visit West/Central Africa during the harvesting/ginning season to verify supply and explore business
opportunities.

African cotton producers and ginners understood the specific requirements of the Turkish cotton
market. Three main lessons are to be retained, i.e. the import market is dominated by US cotton; b)
African cotton has a bad image including on contamination, stickiness (sugar content) and unreliable
supply in terms of punctuality and fasts delivery as well as ¢) African suppliers need to ensure continuity
of supply throughout the year. Participants received insider information and got a firm understanding on
how Turkey is managing its cotton as well as textiles and clothing growth.

Forthcoming:

South-south cooperation activities along the entire cotton to clothing value chain for West and Central
Africa are planned in China in September/October 2010. Preliminary discussions were held already with
Chinese authorities and private sector stakeholders.
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in contamination eradication

ITC participated in the 2™ & W2 dzNJy SS RS vdzl t A Sé¢ 27F § Kn8contribtdl OF y [/ 2
withapresentation2y L ¢/ Q& O20G2y FOGAGAGASEAY O22LISNI GA2Y |

through market linkages. Moreover, ITC, through the AAACP, ensured the participation of 4 spinning
mills from Asia (China, Bangladesh and Thailand), 1 cotton trader each from Bangladesh and Turkey as
well as 2 farm input providers from Thailand to interact with cotton exporters and provide an important
client perspective. Representatives from all three cotton consuming countries made presentations on
the quality requirements YR O2y il YAY Il GA2Y A&&ddzS FNBY |
interactions between ITC participants, exporters and cotton producers representatives that may lead to
stronger links in the future.

African cotton companies showed cotton samples from the present harvest. Cotton samples shown were
of high quality and raised the interest among Asian spinners to buy more African cotton.

Moreover, ITC together with ACA and the Inter-professional Organization of Benin organized a field trip
of Asian spinning companies and cotton traders to cotton fields and ginneries to Paraku, in the north of
Benin. The potential clients from Asia witnessed cotton production, classing and ginning first hand.
Participants were impressed with the very professional and modern ginning facilities. The visit helped to
AYLINRGS ! TNAOFQa AYIF3IS a | OtSty Ozidazy
participants.

Results:

A Thai spinning company came to buy Benin cotton directly and is interested to engage on a long term
cooperation with ICA and SEDOCO, the 2 ginning companies operating in Benin. However, in January the
prices and US$ - Euro exchange rate were not favourable to buy immediately.

Nevertheless, the spinning company agreed to buy 300 tons of (Kaba) linter (inferior to lint) at just over
US$ 100,000. If spinning tests are successful the company will buy linter on a regular basis from Benin.

Bangladeshi traders will promote African cotton to spinners back in Dhaka. The Turkish cotton
representative will do the same with regard to the Turkish market.

Forthcoming:

A contamination survey was initiated in Bangladesh, Vietnam and Thailand to determine the actual level
of contamination found in African cotton as well as the possibilities to achieve price premiums for
potentially clean cotton. It will be expanded also to other markets. This activity is done in close
collaboration with CFC and the World Bank.

LINE R d:
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C. Common Fund for Commodities

0.ACP.FO1 (WST/ESA) - Commercial Standardisation of Instrument Testing of Cotton (CSITC) for the
Cotton Producing Developing Countries in Africa (CFC/ICAC/33)

The project is operational since December 2007. The ¢Fibre Institute Bremené has been contracted by
the Common Fund for Commodities to implement the project. The project is supervised by the
International Cotton Advisory Committee (ICAC). Within ICAC, the Task Force on CSITC is the key link
between the commercial cotton traders/users and the technical experts involved in developing reliable
guality testing mechanisms.

Project Partners: FIBRE, Germany; CIRAD, France; CERFITEX, Mali; SOFITEX, Burkina
Faso; Tanzania Bureau of Standards, Tanzania; Tanzania Cotton Board,
Tanzania
Duration: December 2007 to November 2011
Total Project Cost: € 6,325,000
1 CFCFinancing (Grant): € 1,611,000
M Co-financing (EC): € 2,417,000 (part of EC-All ACP Agricultural Commodities Programme.)

9 Counterpart Contribution: € 2,297,000

Actual expenditures as at end April 2010 stand at about € 2.3 M (excluding counterpart expenditures), of
which about € 2 M is funded from the EU contribution. Audited financial statements for the year 2009
have been received by CFC and are currently being reviewed.

Aim of the project

The aim of the project is to improve the integrity of global cotton trade by establishing a reliable system
of instrument-based cotton characterisation, adoptable by all cotton producing countries, including
developing countries. Therefore, the following objectives are to be achieved:

1. At the global level: Introduction of a worldwide acceptable, adoptable and reliable instrument-
based cotton quality assessment system with defined test rules and supported by a worldwide
instrument-based cotton testing laboratory certification system.

2. Africa-specific part (core of the project): Support to African laboratories, so that they will be able
to meet the international standards and requirements for reliable instrument testing of cotton.
This will be done primarily through the establishment of two Regional Technical Centres (RTCs),
GKAOK gAftf OG +a 4aOSyiNBa 2F SEOSttSy0S¢s Of
application of instrument testing in cotton testing laboratories at national levels. The RTCs will
be set up in West Africa (Cerfitex with Sofitex) and East/Southern Africa (TBS with TCB).

Status

Since July 2009, consultations about the international CSITC structure and tasks/roles of the partners are
continuingE A LISOAFAOFIf & GAGKAY GKS FNI YSS2NhavedeEn L/ ! / Q
implemented and the results have been communicated to participating laboratories (in the form of a
valuation certificate and an extensive technical analysis of the (comparative) values). On average some
90 laboratories participated from which about 10 are from Africa. Results have been analysed on the
basis of the software used earlier, as well as through a newly developed project-funded
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database/information analysis system. The latter will ultimately replace the currently used interim
software. Results will be accessible online for participating laboratories.

High-level training of RTC experts is continuing and new experts will be selected to follow similar training
programmes to broaden the scope of RTC expertise.

In both West and East Africa, host institutions have finalized the construction/renovation of buildings
where the RTCs will be housed. Cotton testing equipment, as well as major climate control/air
management systems, have been installed and commissioned. Technically all systems have been tested
and found to function up to standard. The RTC East (Dar es Salaam) has been inaugurated officially on 8
and 9 April 2010. The formal opening of RTC West (Ségou) is expected to take place in early June.

Inventories of qualifying national laboratories involved in cotton quality control/certification have been
concluded. Currently the outcomes are being assessed to analyse the extent to which these labs need
external assistance to meet minimum operational requirements and to usefully participate in the
intended series of regional round trials that will be run by the RTCs. Finalization of identification of
limited equipment/infrastructure support will be concluded on the basis of an external assessment done
by a contracted expert. It is expected that this process, including delivery and commissioning as required,
will be completed in the fourth quarter of 2010.

Studies related to the preparation of standard testing/reference materials for African cotton are
ongoing. Initial results have been obtained and will be used in the forthcoming regional round trials to be
set-up by the RTCs.

The project is due for an external evaluation which was planned for the second quarter of 2010.
Consultants were sought through a public bidding process, using websites of CFC, ICAC, AAACP and the
LINE 2SO0 Qa @wvysitcord.orde AelieSof phoposals received was insufficient to warrant a
qualitatively acceptable selection of a consultant. CFC is currently consulting with ICAC to agree on
putting together a sufficiently qualified team, with participation from experts of the CSITC Task Force if
necessary. In that case some nominal independent expertise might be traded for at least an assurance of
adequate qualification with regard to the key characteristics of the project.

For the coming months, key attention will be on:
T establishing the RTCs at the institutional level,
9 developing and strengthening their internal management and operational structures;
9 ensuring the formulation and implementation of operational programmes of work; and
9 developing the framework to ensure income generation from the services provided (both at the
RTCs as such as well as by providing outside services/training to the benefit of the national
cotton organizations).

¢ KS I?S@SfZLJYSy'G 2F &adzOK a. dzéAyAéé tflyaéeg gA
the RTC operations.
Contact addresses

9 Project and global activities:
Faserinstitut Bremen (Fibre Institute Bremen - FIBRE), Mr Axel Drieling, Am Biologischen Garten
2, 28359 Bremen, Germany; phone +49-421-218-9340, e-mail drieling@faserinstitut.de

9 Regional Technical Centre in West Africa:
CERFITEX, BP 323 Ségou, Mali; Mr Mamadou Togola, phone +233-6380797, e-malil
direction@cerfitex.edu.ml

9 Regional Technical Centre in East Africa:
Tanzania Bureau of Standards (TBS), P.O. Box 9524 Dar es Salaam, Tanzania, Mr Dominic H.
Mwakangale, phone +225-222450206, e-mail dhmwakangale@yahoo.com

[

(s}
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2.ESA.FO01 Improving Cotton Production Efficiency in small-scale farming systems in East Africa (Kenya
and Mozambique) through better vertical integration of the supply chain ¢ CFC/ICAC/37

The project has been approved by the AAACP in November 2009. The project design has been finalized in

December 2009 and the Project Agreement between CFC and the Project Executing Agency (CABI ¢

Africa) was signed in February 2010.¢ KS LINP 2S00 Qa { dzZLISNIBDA&2NE . 2Reé Aa
Committee (ICAC).

The project has a duration of 4 years. Total budget is approximatelye M Xy mn X n n n-fingnding Ky S
O2YyUNROdzGA2NCRFOZY GNP Edeinhdy A& | NRPdzyR eoypZnnn Ly
€ TMnXZnnno®

| OQlidzr t SELISYRAGAINBE AYyOdzNNBR Fa i !'LINAE wnannd Yz
the Project Executing Agency to start effective project implementation).

Project Objectives ¢ KS LINP 2SO0 LJzZN1J2aS A& (2 aAYLINRBGS 020G 2)
and promotion of ICM (Integrated Crop Management) options in cotton production systems in Kenya

YR a2l FYoAljdzS o6& Ay@2f @Ay3a LINAGFGES Sy:iSNLINRK&Sa
strategic objective of facilitating the development and implementation of better management practices

(BMP) that result in more sustainable production of cotton. The project will include 1) Introduction of

best practice Integrated Crop Management (ICM) packages; 2) Promotion and adoption of ICM packages;

3) Building stakeholder linkages for sustaining ICM; and 4) Evaluation of the impact of ICM adoption.

Status

The project is still in its start-up phase. A first stake-holder meeting was held in Mozambique in
November 2009. The envisaged start-up workshop in Kenya was held in March 2010. Based on these
meetings, detailed project work plans (at national as well as project-wide/regional level) have been
prepared. These are currently being fine-tuned based on comments provided by ICAC and CFC. The
substantive progress report covering the first project period up to end June 2010 is due by the end of
July 2010.

Contact addresses
9 Project and regional activities:

CABI Africa, ICRAF Complex, UN Avenue, Gigiri (P.O. Box 633-00621) Nairobi, Kenya: Mr George
Oduor g.odour@cabi.org, Mr Daniel Karanja d.karanja@cabi.org, tel +254 (0)20 7224450/62

Kenya Agricultural Research Institute (KARI), dr Lusike Wasilwa director@kari.org

Instituto do Algodao de Mogambique (IAM), Dr Norberto Mahalambe nmahalambe@iam.gov.mz
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HP2 {¢PDPCnH t NB@SyiGAz2y 2F {SSR /20462y [/ 2yil YAYFI(GAZ2
Mali) ¢ CFC/ICAC/38

The AAACP co-financing for this project was approved in November 2009. Operational modalities for
finalization of project design and conclusion of the Project Agreement between CFC and the Project
Executing Agency have taken place during December and resulted in the signature in March 2010 of the
necessary documentation. The project is being implemented by IFDC, an international centre for soil
fertility. The IFDC has a strong presence in West Africa and extensive experience in cotton development
Ay (GKS NBIA2yd ¢KS LINRP2SOGQa {Addkdf Siddrhitic (\AC). . 2 R&

Aa
The project has a duration of three years. Its total budgetamouy 6 & (G2 € pZnnbsBisnn 27F
contributed by the AAA/ t ® / C/ LINRPDARSE emInonInnn gKAES O2dzyi
2T € mMmZnanTtTnzZnnno®

Actual expenditures as at end April 2010+ Y2 dzyia (2 a2YS € cHXpnn O0Fy | R¢
holding of start-up stakeholder meetings).

Project objectives: to increase direct income of small holder cotton producers in the selected production
areas through assistance to enable them to produce and sell uncontaminated seed cotton. The project
will facilitate producer training and provision of required harvest/collection inputs. It will also assist in
building/strengthening the required institutional arrangements for the different commercial partners
involved in the early stages of the supply chain (producers and their organizations, traders, ginners,
cotton companies, etc).

Status

In April 2010, stake-holder meetings at national level have been held in all three countries. These will be
followed by a regional validation meeting in early May. Based on the consultations, national and
consolidated project-wide work plans and budgets will be prepared and submitted to CFC and ICAC for
endorsement. Following that, the full operational advance can be made available to the project
executive agency and the project can effectively start in all three countries.

Within the framework of the project, consultations have been held with the World Bank for initial co-
ordination of activities. Also under the AAACP, the World Bank will focus on developing the required
institutional and legislative arrangements at national level to ensure the regulatory/institutional
sustainability alongside the commercial sustainability resulting from the direct project activities. The WB-
contracted consultant has been briefed by CFC on the project and information regarding the project as
well as contact persons has been provided. Initial consultations with ITC regarding necessary sharing of
information/cooperation in the framework of the overall project activities have been initiated.

An interim progress report is scheduled for the third quarter of 2010.

Contact address:

IFDC Accra, Ghana Dr Marjatta Eilitta, Regional Director, meilitta@ifdc.org, tel + 233 (0) 21 780 830 or Dr
André de Jager, Agribusiness Program Leader, adejager@ifdc.org, tel +233 (0) 21 770 838
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D. Food and Agriculture Organization of the United Nations

EXECUTIVE SUMMARY

In support of the Cotton Sector in West Africa, 422 Farmer Field School facilitators and 6632 farmers (of
which 5077 new farmers and the rest on refresher courses) have been trained in good agricultural
practices and integrated pest management in cotton-cereal farming systems in Benin, Burkina Faso and
Mali. The programme has been implemented in close collaboration with cotton ginners and farmer
organizations (1.WST.AQ6).

In support of the Cotton Sector in East and Southern Africa, a mission was undertaken to Zambia to start
the analysis of current business models for the distribution of inputs and other services by ginning
companies to the farmers. Terms of references were developed for a more thorough assessment of
current practices and the development of alternative options to be piloted. In Kenya implementation of
the action plans to upgrade the business models of three cotton cooperatives has started with training of
cooperative staff in business and financial management and marketing skills. (1.ESA.A05 and AQ6).

In follow-up to the identification of soil fertility management as one of the main constraints in the
development of the organic cotton, a site was selected in Tanzania to pilot test organic soil fertility
management methods (1.ESA.A12). The preliminary findings of a review of seeds systems were also
represented. This review (1.ESA.A13), resulted in a report entitled: FAO. 2009. Cotton and Cassava Seed
Systems in Malawi, Mozambique and Zambia. By V. Gwarazimba.
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Quick Start Activityc Cotton

0.WST.A01 WST

The Quick Start Activity for a Pilot project for diversification and production improvements in Cotton
Production Systems has been finalized and paved the way for the three cotton pilot projects in West
Africa. Information gathered during this preparatory phase fed into the Regional Kick-off Workshop for
West Africa and guided the implementation of the subsequent activities described hereafter.

Result Area 2 ¢ Access to and use of markets, production factors and services

2. 1 West African Region

Activity 1.WST.A06 ¢ Support local capacities to adopt GAP and Integrated Pest management
for cotton-cereal livestock farming systems in Benin, Burkina Faso and Mali

Objective of the activity

Increase productivity and income of cotton farmers, environmental sustainability and farmers
WKSIfGKZ GKNRAAK GKS FTR2LIGA2Yy 2F D22R ! ANAK Odzt { dzN
and Pest Management (IPPM).

Activities during the reporting period
Mali:

f Six Chambres RSIA 2y | £ Sa MK AKAutkzdra] QidsSo, Ségou, Mopti and the
Bamako district (CRA, Regional farmer organisation platforms) started to implement their IPPM
development strategies that were developed during an earlier workshop.

1 The collaborative agreement between the cotton ginner CMDT, Office de la Haute Vallée du Niger
(OHVN) and the FAO IPPM programme in West Africa (the implementing partner of AAACP in the
field, funded by the Government of the Netherlands), that was signed earlier was put into practice.
The IPPM programme started the training of 7 trainers from OHVN, 40 trainers from CMDT on
IPPM through Farmer Field Schools. These trainers in turn trained farmers over approximately 1000
ha during the cotton growing season 2009 (June to November 2009).

1 ¢KS&S ny ySg CC{ TFILOAftAGIFIEG2NAR OIFYS FTNRBY @K
du Mali (APCAM) and the Office de la Protection des Végétaux (OPV) of the Ministry of Agriculture
in addition to 30 facilitators already trained in 2008. This permitted the FAO IPPM programme to
organise 287 Farmer Field Schools during the cotton growing season June/July through to
November 2009 through which a total of 5755 producers were trained: first time training for 4815
new producers and refresher courses for 940 producers.

(7))
Qx

2.WST.A01 In follow-up to the above activity, Tranche 2 activities were planned with all partners for the
cotton-growing season 2010, which should initiate with the first rains in May.
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Benin:

9 A baseline survey was carried out on 309 farmers of which 214 in the area Collines and 95 in the
area Zou. Training material was translated in local languages.

f ¢NITAYAYy3 2F GNIAYSNARA 2F (KS 5ANBOGAZ2Y 3ISYSNI S

du Zou et des Collines (DG/CeRPA) as well as local leaders of the Centres Communaux pour la

t NPY2GA2Y RS £ Q! ANROdzE (G dzNB 6/ S/ tNovemb&aadRh y 3 H A

27 facilitators where trained on cotton-cereal-leguminous systems.

262 farmers were trained in 13 farmer field schools on the integrated cotton-cereal-leguminous
farming systems.

615 farmers participated in refresher training courses on the same subject, divided in 39 FFS.

Nine supervision missions were carried out by the field coordinators of the project.

Burkina Faso:

f Continued support to the establishmentof aD! t G SOKyYy A Ol f  dmfidnal cottod G K
farmers union UNPCB to offer advisory services to their farmer members. 40 farmer leaders from
the UNPCB followed the practical part of their training to become farmer facilitators in eight cotton
regions.

9 15 farmer field schools for training of trainers (TOT) have been concluded with the result of having
307 trained trainers.

9 Eight technical facilitators from the Ministry of Agriculture have followed and concluded eight mini-
TOT. In these mini-TOT, an agronomic evaluation was made which concluded that the medium
yield of cotton produced under GAP was 41.3 percent higher than the conventional plots. This was
also the case for corn where there was a 53.98 percent higher yield.

23 commentated farm visits were organised and 3000 people were sensitized.

UNPCB leaders made a study tour to Niger from 6-13 December 2009 where they visited cereal
banks (warrantage), which may be set as pattern for Burkina Faso (on national level cotton farmers
are the largest maize producers). A lessons learned workshop was held 15-16 December 2009 in
Bobo-Dioulasso.

Ouputs, results and lessons learned

- Broad sensitization of local populations and local authorities on IPPM and the AAACP, support from
local partners and large visibility and support to the work undertaken by producers and facilitators
(i.e. trainers).

- Support and implementation modalities to extend the programme to Zou and Collines regions in
Benin thanks to AAACP funding

- Endogenous capacities of CMDT and OHVN have been built, so they will be capable to conduct their
own programmes and trainings on IPPM in Mali.

- The UNPCB has inscribed the promotion of Good Agricultural Practices (GAP) and Integrated
Production and Pest management (IPPM) as an objective of its 5-year Strategic Plan and has set up a
GAP Technical support unit. A technical coordinator was recruited and the establishment of the unit

. dzl
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was achieved. Eight senior extension agents of the Ministry of Agriculture of Burkina were detached
to the unit to supervise and support its training activities in the 8 cotton production regions of
Burkina.

- The total of trainers and farmers which have been trained in 2009 exceeds by far the numbers
expected in the Activity Fiche 6 (which planned for 3000 farmers and 100 trainers over the 3
countries). This increase in scale has been achieved with the same budget envelope, due to
SO2y2YASa 2F a0lIfS GKAOK KI @S 0SSy PhogaByein FASR |
West Africa, and thanks to re-allocation of a higher budget share towards farmer training.

- Thanks to the AAACP cotton QSA and the FAO regional IPPM Programme, efforts to closely involve
and strengthen key stakeholders in the cotton chain and benefits from increased farm yield, income
and cotton quality through IPPM, have led to strong sense of ownership by technical partners,
decision makers and other donors. In Mali all FAO projects, ADB, Liptako Gourma project and local
stakeholders as well as decentralized authorities have included the FFS approach in their action
plans. According to many national technical experts, the IPPM programme is the only integrated
programme underway in the country which supports cotton production and productivity
improvements thanks to good agricultural practices, while respecting the health of farmers and
animals and the environment. In Burkina Faso and Benin, similar trends of national ownership are
underway.

- Five FFS that had been planned could not be implemented due to the late approval of activities and
the lack of rain during the cotton growing season. The lateness of the approval of activities also
resulted in the study trip to Niger for UNPC-B to be delayed with the consequence that the
feasibility study could not be carried out in 2009, and in the sensitizing campaign in the field to be
postponed.

- Preparations are well under to respond to training requests from cotton stakeholders during the
forthcoming cotton growing season, as approved under AAAACP Tranche Il Funding.

Measures that have been taken to achieve sustainability of the action

- Involvement of all cotton stakeholders (farmer organisation, government, ginner) at local, regional
and national level as well as local projects or programmes in the capacity building process (see
details above).

- The training is systematically adapted to integrate local problems and endogenous solutions.

- In Burkina Faso, discussions are on-going to see how the cotton producer groups (GPC) could
finance the FFS trainings on their own resources.

- In Benin, since March 2009 the IPPM and AAACP programmes are part of a National Consultative
Framework of Cotton Sector Programmes.

Next steps:

The activity under Tranche | has reached 100% implementation. The farmer field school programme will
continue in 2010-2011 under Activity T2.WST.A01. This will include:

- Scaling up of the training of trainers and producers, to respond to growing requests expressed by
cotton and other stakeholders. In Burkina and Benin this involves two full farmer field school cycles
in the new regions and in Mali it will enable involvement of all key farmer organisations (in
particular Union Nationale des Sociétés et Coopératives de producteurs de Coton, which has
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expressed strong motivation for the training). Senegal has also been included in the Tranche I
activities to respond to repeated requests from the cotton ginner SODEFITEX as well as cotton
farmers groups.

- Diversify training curricula to include sesame (Mali) and especially rice (Mali and Benin), to respond
to the official request from Minister of Agriculture of Mali to FAO that at least 75% of rice producers
be trained on rice IPPM through FFS; this would contribute to a strategy to turn Mali into a self-
sufficient country and possibly exporter in the sub-region.

- In Burkina, introduce income-generating activities and self-financing mechanisms for FFS with
farmer groups.

- Some refresher courses on specific aspects will be held for farmers previously trained in 2009

- The activities that were foreseen previously but not carried out due to delays will be carried out in
the coming semester.

2.2 East and Southern African Region

Activity 1.ESA.A05 - Support the development of inclusive business models for upstream
actors

Objective of the activity

To identify buyers, agro-enterprises, or small businesses operating in cotton-maize in
Uganda, Kenya, and Zambia.

Background

- This activity took place October ¢ December 2008 and was reported on in the last progress report.
Outputs include back to office reports which record the learning and results from this activity. Asa
result business model upgrading activities started in Kenya (see activity 6).

- As the second tranche proposal for cotton was not approved, funds for follow-up activities in the
other countries were much more limited than anticipated. FAO thus undertook another mission to
Zambia to identify partners and meaningful activities to be undertaken with the limited funds.

Results:

Unlike Kenya, in Zambia there are no cotton cooperatives, but ginning companies operate outgrower
schemes through which they contract individual farmers, and provide them with pre-financed input
packages. However, the two historically dominant companies have reduced their input packages after
the latest side-selling crisis in 2006 and the more recently established and smaller companies tend to
pre-finance fewer inputs. Recent research found some evidence that companies were overcharging for
the inputs. It was decided to focus activities on the identification of ways to improve the current input
distribution model, especially to increase price transparency for farmers. Terms of reference have been
developed, see activity 6.

Activity 1.ESA.A06 - Implementation of activities identified under the inclusive business
models

Objective of the activity

Improve farmer-buyer linkages for Uganda, Kenya and Zambia dependent on (i) cotton-maize
systems and (ii) high value horticulture products and stakeholders dependent on tree-crop
systems in Tanzania.
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Background

In Kenya, the business models of three cooperatives Nyanza, Eastern and Coastal provinces were
described and action plans developed to upgrade their models.

Activities in the reporting period
Kenya

- A follow-up Letter of Agreement was signed with Farm Concern International to assist the cooperatives
with the implementation of the action plans. The action plans focus on capacity building in agribusiness
management skills for cooperatives in order to improve the market and advisory services provided to
their member farmers; introduction of improved production and harvesting practices to increase and
quality for value addition; and diversification and business-to-business partnership strategies.

- A training programme has been submitted. Training of cooperative staff in organizational and contract
negotiation skills, business and financial management, marketing, logistics and quality control and of
farmers in improved production and harvesting practices, quality requirements and farm management
started in October and is ongoing.

Zambia

The terms of reference for the first phase of activities in Zambia include a more thorough assessment of

the current input pre-financing models by the main five companies, comprising the content of the input
packages and the costs charged to farmers. This will be followed by a multi-stakeholder discussion on
options for improvement and an action plan for pilot testing of the most promising options. The
Executive Board of the Cotton Farmers Association of Zambia has since reviewed and commented on

the options propoda SR® ¢ KS NBadzZ Ga 2F (KA&A NBOASG oGAff
assessment.

Next steps:

- In Kenya training will continue under the present contract until May 2010, after which it will be
evaluated if there is still follow-up training necessary to ensure sustainability of the activity.

-.In Zambia the consultant to carry out the first phase will be recruited in May 2010. The results of the
O 2 y & dzf assdssyientQuill be followed by a stakeholder meeting and the chosen options for
improvement in the input pre-financing system will be pilot tested during the next cotton season from
November 2010 to June 2011.

Activity 1.ESA.A12 - Facilitate market linkages between organic cotton producers and the
fashion industry (Tanzania, Kenya, Uganda)

Objective of the activity

In collaboration with UNCTAD, FAO will facilitate market linkages between organic cotton
producers and the fashion industry on the basis of existing experiences and stakeholder
inputs. Hereby greater awareness of organic cotton as a diversification and as a value added
crop will be created, with the objective that this concludes in an increase of the market share
of organic cotton in the region.

Background

A desk study and analysis of the South East African cotton market (Uganda, Tanzania and Kenya) with
specific regard to the development of the organic cotton sector and a mission to organic cotton

N
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initiatives revealed that soil fertility management in organic cotton is one of the main technical
constraints to develop the sector.

Activities undertaken in the reporting period:

A Letter of Agreement was signed in November with Istituto per la Certificazione Etica e Ambientale
(ICEA) -who also undertook the initial study in relation to this activity- to develop and adopt an
Experimental Learning Methodology to be implemented through a network of demonstration and
educational farms in rural villages in East Africa. It has been concluded to focus on Tanzania and the
following activities have already been initiated.

¢tKS 201t FaNKVBANIoRABS Yy ¢l yTFyAl KFIa 0SSy
needs are being identified following previously defined criteria and conditions granting a future self
maintenance of the process.

Meatu district within Shinyanga Region was identified for the location of the experimental sites. It is
a semi-arid area with extensive agriculture for cotton accomplished with overgrazing. Here, organic
cotton was first introduced in 1994 with the help of Remei AG, a well-known Swiss textile producer.

The success of the entire project is strictly related to the proper identification of the potential lead
farmers as they play a crucial role in transferring knowledge to the community group and in
facilitating appropriate technology development. The identification of lead farmers is following a
step-wise approach which includes:

Step 1: Description of the cotton area
Step 2: Identification of the villages to be involved in the project
Step 3: Understanding the village community and its needs

Step 4: Identification of the potential lead farmers and the extension officers working in the
villages

Step 5: Support Lead farmers to transferring knowledge.

Contemporaneously a survey of F I NJY' S NEednondic2réalitie® and their felt needs that are
expected to influence the development of the methodology has been initiated. Currently, data
related to the main pedoclimatic conditions and the socio-economic aspects of the area are being
collected. Also, the survey approach is being defined and the related tools developed.

A first telephone conference has been organized with the bioRe Tanzania and Remei AG in order to
plan the first mission in Meatu

Outputs, results and lessons learned

A report on the organic cotton sector for follow-up actions was prepared by ICEA from which one major
lesson was evidenced, namely that soil fertility management with organic methods is one of the main
technical constraints to reach adequate yields and develop a profitable organic cotton sector.

Measures undertaken to ensure sustainability of the action

It has been chosen to develop an experiential and participatory learning methodology because it better
suits to the need of enhancing effective skill transfer, facilitating conceptual and attitudinal
development, and encouraging appropriate OK I y3Sa Ay FI NX¥SNEQ 0SKI @A 2 dzNIDp
seldom learn from experience unless we assess the experience, assigning our own meaning in terms of
our own goals, aims, ambitions and expectations. From these processes come the insights, the
discoveries, and understanding and the experience takes on added meaning in relation to other
experiences. The methodology will include proper tools for its effective implementation.

eee
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Next steps:
- A mission will be undertaken to Meatu in the first week of June 2010.

- ¢KS adz2NBSe 2-gondmic KeMiteNdadxheia faltOvaeds will be concluded and
this could influence the development of the methodology.

- A proper Problem Diagnosis will be carried out with the active involvement of bioRe to gain a
greater understanding of their agricultural and livelihood systems. Farmers will be supported
in identifying the problems that are of most concern to them, in describing what actions they
have taken in the past to minimize each problem, and in indicating which of the problems
have the highest priority.

- Developing the Experiential Learning Methodology adapted to the local conditions.
- After the lead farmers have been identified they will be trained.

- As results of the management practices on soil fertility become evident only in the long term, the
test sites will run for the remainder of the project. Test sites will be used for training of trainers and
training of 50 organic cotton farmers on organic soil management. Based on initial results, further
training activities will be developed.

Activity 1.ESA.A13 - Regional seed systems review for cotton and associated crops and
planting materials for cassava

Objective of the activity

Seed review studies to identify key constraints for poor access to quality seed by smallholder farmers for
cotton and associated crops as well as cassava planting materials. The studies will also identify success
factors that characterize effective seed models in the region. The findings from the studies will form
basis for developing action plans for interventions to improve seed delivery systems.

Activities in the reporting period

- FAO commissioned a study to review the seed systems for cotton, cassava and crops grown in
association for three countries in Southern Africa (Malawi, Mozambique and Zambia) during
September and October 2009.

- The findings were presented in the Regional GAP stakeholder workshop (refer to Activity 14) as
feedback to the participants who represented the countries where the study was conducted.
Participants included observations and key recommendations from the review in the country action
plans developed at the GAP workshop.

- Following a recommendation from the GAP workshop participants, based on the appreciation of the
viability of the cotton seed sector in Zimbabwe despite the significant policy changes and the
decline in the production of the cotton crop since the year 2000, a follow up review of the cotton
seed system for Zimbabwe was conducted end November to December 20009.

- Based on the results of the studies action plans were developed for interventions to improve seed
delivery systems within the possibilities of the remaining funding.

Outputs, results and lessons learned

- Report entitled: FAO. 2009. Cotton and Cassava Seed Systems in Malawi, Mozambique and Zambia,
by V. Gwarazimba.
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- The seed review report has identified the constraints to seed supply to smallholder farmers for
cotton, cassava and associated crops such as maize and grain legumes and also made a review and
analysis of seed development and production systems. The report also includes a stakeholder
analysis covering roles, production capacity, certification, seed distribution systems and seed quality
assurance systems. The regulatory and policy systems in place in the three countries have also been
included as part of the review. A key component of the study was the analysis of the informal seed
sector for the crops under review.

- The study in Zimbabwe has revealed that though the quality of cotton seed has declined, the cotton
seed system continues to function in Zimbabwe and the sector remains a model for the region.

- Major lessons learnt from the seed studies:

 / dNNByiGfe avylffK2ft RSN O20GdG2y FFINYSNAR | NB dz&aAy
all the cotton varieties that are currentyontheml NJ SG F2NOAYy3I 2G§KSNI FI NS
recycled seed. In Zimbabwe the seed is also treated. Governments are encouraged to avail more
funding into cotton breeding. Use of certified seed should be made mandatory through
legislation.

9 The cotton seed systems are generally weak, particularly for Malawi and Mozambique. Zambia
has just started to improve the seed certification and regulatory system. Save for Zimbabwe,
there are no cotton seed production companies as such. There is a need to create an effective
seed multiplication system at national level and a strong regional collaboration to ensure
sustainable production and supply of certified cotton seed.

1 In the case of cassava, availability of adequate clean planting material is a major challenge.
Where smallholder farmers have been trained in production of disease free planting materials
there is lack of maintenance breeding or back up services to supply clean materials hence
farmers end up using diseased cuttings. Another problem is the lack of a proper system for
inspection and movement of these planting materials. Most countries in the region have also
recorded low genetic diversity making cassava breeding a priority for the region.

1 Use of certified clean cuttings should be made mandatory through legislation. Establishment of a
regulatory system for cassava planting materials is particularly advanced in Zambia. There is
provided for cassava seed inspectors to monitor nurseries and distribution of planting materials.
The Zambian Government is availing more funding into cassava breeding.

9 Cassava planting material certification is currently very weak and there is need to empower
farmers to produce quality seed at community level.

- Study tour for promoting the implementation of GAP in cotton (March

A study tour for eight delegates from Zimbabwe was made to Zambia for lesson learning of experiences
in GAP for cotton and cassava. The delegates included three representatives of the Zimbabwe Farmers
Union who support cotton producers in the country. For the cotton related aspects of the tour, the
delegation visited the Cotton Development Trust (CDT) which was established in 1999 to conduct cotton
research and develop cotton varieties and cotton production technologies and provide extension and
training for both field staff and smallholder farmers. Cotton technology transfer and exchange is
achieved through smallholder farmer training. The delegation visited CDT during the annual field day
and was exposed to the following field demonstrations on cotton:

9 Cotton yield trials established by CDT and Dunavant (a private cotton company that supports
smallholder farmers with input supply, extension support and cotton marketing): the
demonstrations covered GAPs in conservation agriculture, weed management, integrated
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nutrient management systems and other improved agronomic practices such as early planting
as well as safe handling and storage of pesticides.

1 Trials by CDT on plant densities and planting in basins (Conservation farming practice); the trial
focused on demonstrating the benefit of correct planting density for suppressing weed growth
and maximising growth and yields.

9 Cotton-maize-cowpea intercrop- food security demonstration. This system is an innovative way
of using land to address issues of food security while also generating income from the cash
crops. The early maturing cowpea is harvested within three months to provide food during the
hunger period in January. During growth period, as the pests that attack cotton are similar to
those of cowpea, the pesticides used in cotton also control cowpea pests at no extra cost to the
farmer. The cowpea also contributes to soil fertility improvement.

1 CFU-Conservation Agriculture farm implements demonstration. One of the corner stones of
conservation agriculture is minimum tillage. Zambia has designed the Magoye ripper mainly for
that purpose. The implement enables smallholder farmers to practice ox-based minimum tillage
in crop production including cotton. The ripper is one of the ways of reducing the high labour
requirement for production

The lessons learnt from the tour are expected to be shared widely with other cotton growers through
the extension and training services of the Zimbabwe Farmers Union and the cotton producer
organization as a way of contributing to the implementation of GAP in cotton in Zimbabwe.

Next steps:

The findings from the studies of the seed review will be shared with countries in the sub-region through
the SADC seed network as a way of contributing to the development of strategies for improving seed
systems in the countries in the sub-region.

Result Area 3 ¢ Market-based instrumenii & (2 NBRdzOS MIME#RiODSNBEQ Ay O02YS

3.1 West African Region
Activity 1.WST.A08 - Supply chain risk and finance assessment

Objective of the activity

To assess existing formal and informal risk management mechanisms along the value chain,
the possibility of promoting them and of introducing alternative risk management tools.

Background

In follow-up to the round tables organised in Burkina Faso, Mali and the regional workshop in Senegal
(see activity 1.WST.A01) a diagnosis of current and alternative finance and risk management needs in
input markets for cereals in the three countries will be initiated. Activities will also support the ITC led
regional cotton strategy with the identification of tools for risk management and value chain finance.

Activities during the reporting period

Following the field missions to Mali (February) and Burkina (March), cooperatives and other farm
organizations were identified for an in-depth assessment of activities/initiatives to access credit and
manage risk, including experimenting with warrantage systems. The study will focus on cereals (maize)-
cotton systems in Mali and Burkina Faso.
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Next steps

TORs and contracts will be finalized in May and field work will be carried out in Summer 2010.

3.2 Central African Region
Activity 1.CEN.AQ7 - Supply chain risk and finance assessment

Objective of the activity

Assessing existing formal and informal risk management mechanisms in view of fostering
them through identifying alternative risk management tools including insurances products
and facilitating access to finance and

Activities during the reporting period

Following the field mission to Cameroon in January 2010, a national expert on credit and finance was
identified. TORs are under preparation for a study on recent initiatives in credit access and risk
management for a variety of commaodities including cereals, tubers, and cocoa and cotton systems.

Next steps

A field study is expected to take place in summer 2010 and the results will be disseminated during the
regional workshop on policy and institutional support to cereals and basic commodities to be held in
Cameroon in the fall 2010 (activity 1.CEN.A02).

Result Area 4 ¢ Complementarities and synergies between 10s, EU and ACP actors

T Inter-agency collaboration

- FAO has provided continued and close assistance to the ITC development process for the Regional
Cotton Strategies.

- EU Africa Partnership on cotton, with COS Cotton member countries.

- FAO and the World Bank have had follow-up meetings to discuss convergent areas of work and to
exchange outputs on work to-date in East and West Africa.

f /2tf1F02NIGA2Y & A (dtgandtisghd 2yt | YR T N¥YSNERQ
East and Southern Africa

- In Kenya in R2 activities related to producer organizations strengthening in support the cotton
section will be implemented in collaboration with the regional NGO, Farm Concern International.

- In Zambia, activities will be implemented in collaboration with the Cotton Association of Zambia
(CAZ). For the regional farm organization workshop in South Africa in December 2008 and the GAP
workshop in Lusaka in September 2009 FAO has collaborated with SACAU.

- ESA region/cereal, cassava and cotton: collaboration with Bourse Africa and UNCTAD.
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Cotton West Africa
Main partners for implementation of training and other activities include:

- atregional level : APROCA (African Cotton producers association) and the FAO IPPM programme in
West Africa

- Mali: Office de la Protection des Végétaux (OPV, national crop protection office), Office de la Haute
Vallée du Niger (OHVN regional development and extension office), CMDT (ginner), Assemblée
Permanente des Chambres d'Agriculture du Mali (APCAM, national farmer organisation apex),
Chambres Régionales d'Agriculture of Kayes, Koulikoro, Sikasso, Ségou, Mopti and the Bamako
district (CRAs, regional platforms of farmer organisations).

- Burkina Faso: the Ministry of Agriculture (MAHRH), the Union Nationale des Producteurs de Coton
du Burkina (UNPCB, national cotton farmers union), INERA (national research)

- Benin: the Ministry of Agriculture, the Direction générale du Centre Régional pour la Promotion de

f Q! IANRK Odzf G dzZNB Rdz %2 dz thS GentrBs £dmmunaux dour 14 Sramotidbd@ k / Swt !
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Information and communication

The respective country EC offices are informed when FAO carries out activities under the AAACP. The CU

is kept continually up-to-date on activities taking place in the ACP regions, and FAO shares the outputs
TNRY G(KSasS FOGAGAGASE @Al GKS /! Qa ¢So aridsSo
resulting from AAACP activities.

FAO developed an AAACP project web site on inclusive value chains. In the reporting period this has
been translated into French and Spanish and is expected to be launched in May 2010.

FAQ also developed an AAACP paper series to publish the studies executed in the course of the AAACP
project.

Programme administration and finance

Programme managerant

The daily management of the programme is carried out by FAO, which is responsible for implementing
the activities planned under its work plan.

Staff at FAO HQ is responsible for supervising and implementing the activities. Programme management
in this period was dominated by the negotiation of the rider and the formulation of quantified indicators.

Activities are carried out in close cooperation with the FAO Sub-regional and country offices.
Responsibility lies with officers assigned to particular ACP regions and/or results of the AAACP.
Operational aspects will be overseen by the AAACP Project manager.

HQ staff directly involved in implementation of activities related to the Cotton Sector are: Caterina
Batello, Aziz Elbehri, Siobhan Kelly and Anne-Sophie Poisot. Other HQ staff will be involved on the basis
of specific requirements and availability.

The main contact point for FAO is Siobhan Kelly as the Interim AAACP Project manager.

C!
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D. UNCTAD

UNCTAD AAACP cotton activities under Tranche | are as follow:
Activity 1:  Contribution to the Regional West Africa Strategy for Cotton

Activity 2: Improving cotton sector financing through the development of a guarantee fund in Cote
RQL @2 A NS
Activity 3: InfoComm International Portal Development

Activity 4:  Sustainability Claims Portal

Activities 1 and 2 concern the West Africa region and are specific to the cotton sector whereas activities
2 and 3 have a global reach and include components of relevance to the cotton sector.

Activity 1: Contribution to the Regional West Africa Strategy for Cotton
This activity fits into Programme Result R.1 Strategy Development.
Status of implementation

UNCTAD held a meeting with ITC in Geneva in March 2010. ITC informed UNCTAD of its workplan
regarding the WA Regional Cotton Strategy. It was indicated that UEMOA is tentatively planning to
launch the strategy in July 2010. UNCTAD is eager to receive the draft strategy before then and make

O2yiNROGdziA2Yy & & &adZAGSR® LU ¢ -AMACH meatdg oh cBtdBtBaR G K |

will take place in Benin later on this year® will be held back to back with the first dissemination
workshops on the cotton strategy. It was understood that one of the main purposes of such a workshop
is to better refine the strategy and allow for individual country ownership. Considering its mandate and
its ongoing relationship with trade ministers of cotton-producing countries in West Africa, UNCTAD can
constructively contribute to this process. It is also believed that because of its investment focus, the
outcomes from the non-AAACP Benin Cotton meeting will inform further refined of the strategy. And
lastly, the combination of the two activities will provide an opportunity to demonstrate coherence and
complementarity between two cotton activities.

UNCTAD will also invite ITC to the validation workshop of the feasibility study on the set up of a

Jdzt NI yiSS FdzyR F2N) O2di2y Ay /608 RQLO2ANBO® ¢ KA?2

constraints to supply chain finance in the region.

Activity 2: Improving cotton sector financing through the development of a guarantee fund in Cote
RQL @2 ANB

This activity fits into Programme Results R 2.2 Market functioning - input, output and financial markets -

is improved, A.2.2.3 Build consensus regarding the necessary conditions for successful national and

regional commodity exchanges and warehouse receipt systems, A.2.2.4 Support the development of

general supply chain finance.

2.1 Objectives/results

The main objective of this project is to improvethS O2 G G2y &aSOG2NJ FAY Il yOAy3
development of a special facility, namely a guarantee fund. The facility should allow for greater

® The meeting was delayed due to lack of confirmation of funding so far.

Ay



i : aee

X i Progress Report on the cotton component of the AAACP-14." COS meeting, 18 May 2010 Page 44

participation of local banks. It is hoped that this would contribute to the revival of the cotton sector in
the country.

2.2 Status of implementation

As a first step to this project, an in-depth feasibility study has been carried out in order to analyze the
cotton value chain, identify gaps and bottlenecks, especially those related to the access to finance,
examine the necessity and possibilities to establish a guarantee fund and define the scale, organizational
structure and operational model of the fund. The third draft of the study has now been submitted and is
ready to be presented for stakeholdersand experi 8 Q FSSRol O1 G | 62NJ) &
June 2010 in Abidjan. Delays in carrying out the workshop were due to a series of three reviews of the
report and the time that the consultant needed to address the resulting comments.

The workshop will bring together key actors of the value chain as well as the representatives of
government, local banks, funding agencies and international organizations interested in taking this
project forward. The objective of the workshop will be to exchange views on the results of the feasibility
study and establish the relevance -or lack of- of establishing a guarantee fund for the Ivoirian cotton
sector. It is hoped that in the event of an interest from stakeholders, the workshop will allow UNCTAD to
identify potential partners interested in funding and implementing such a guarantee fund as well as in
funding potential capacity building needs.

In the case of a positive outcome of the feasibility study and of the workshop, UNCTAD will assist in the
establishment of the guarantee fund which would be initiated and implemented by the Government of
Cote d'lvoire (or a special coordination unit to be established). UNCTAD will then provide advice and
assistance with regard to capacity building, public-private partnership, facilitating the mobilization of
funds.

Monitoring milestones

Month Indicator Status
07 June 2010 Validation workshop organized Planned
August 2010 Workshop report and outcomes Planned

Activity 3: InfoComm International Portal Development

This activity fits into Programme Results R.2.2. Market functioning - input, output and financial markets -
is improved, A.2.2.1 Facilitating enhanced access to market information and systems effectively i)
meeting the needs of NCCS, in particular producers, and ii) improving ACP policy makers and planners
access to key information, data and analysis.

3.1 Objectives/results

Stakeholders have an easy access to strategic, accurate, up-dated, specific and structured information on
commodity markets.

3.2 Status of implementation

The Cotton pages of InfoComm are maintained in partnership with the International Cotton Advisory
Committee (ICAC). This partnership allows the Outlook of world cotton market made available to
Infocomm users as well as ICAC press releases relating to the state of the international cotton market.

The InfoComm website provides general information on cotton, its quality, uses, marketing chains,
relevant international, professional, trade and research organisations, companies, industry directories,
technology, prices and economic policies. The information is regularly updated.
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Monitoring milestones of relevance to cotton (valid for all commodities)

Month Indicator Status
September 2010 Infocomm is transferred to a new technology. On-going
September 2010 Existing and new profiles are translated into three languages. On-going

Activity 4: Sustainability Claims Portal

This activity fits into Programme Results R2 Access to and use of sustainability claims standards is
improved, R 2.2 Market entry requirements - and standards compliance - is improved , A.2.2.1
Facilitating enhanced market access through market entry compliance and quality systems effectively
meeting the needs of ACP producers and EU consumers.

3.1.Objectives/results

The main objectives of the SCP are to: (i) generate useful discussions on "sustainable claims" with a view
to promote sustainability, enhance traceability and accountability along global agrifood supply chains,
and influence policy in public and private sectors; (ii) provide strategic information on sustainability
claims (e.g. fair-trade, organic, environmental, and geographical indications), standards and certification
schemes, labels and quality requirements, and food laws and technical regulations ; and (iii) increase the
competencies of both public and private sector agencies (e.g. Competent Authorities) improve the
regulatory oversights needed to assure the safety of agrifoods and commodities produced and traded,
particularly those that embody sustainability claims.

When fully developed, the SCP ((www.unctad.org/scp), a dynamic web-based portal, will centralize
information regarding environmental compliance, sustainability claims and sustainability-related food
safety standards and quality requirements, including food laws and regulations applicable to markets of
export interest to ACP commodity producers and exporters, and consumers in these markets. The site

will also provide access to all retail-NBS f | § SR SY@ANRYYSyidilt O2YLX Al yOS

site.
3.3. Status of implementation

Presently, the SCP provides information on fair trade labels for the textiles industry. These include the

F2tt26Ay3 1 06StaY CIFANI 2SIENE hEFFEY |yR al 3laArya

held in Brussels in June 2010 with a view to get feedback on how to improve the portal. This will be
followed by more work on the portal before the regional launches.

Monitoring milestones of relevance to cotton

Month Indicator Status

June 2010 Stakeholder meeting to complete and verify content Planned

September 2010 | Pan-African launch Planned

A
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