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Cotlook is delighted to be idenƟ fi ed once again 
as a ‘co-organiser’ of the biennial trade summit, to 
make a presentaƟ on at the event and to produce 
this CoƩ on Outlook Special Feature as a 
complimentary giŌ  to all parƟ cipants in the event.

Most of the contents of this publicaƟ on discuss 
China’s coƩ on policy and the impact of that policy, 
whether it be on producƟ on, consumpƟ on or market 
prices. Many uncertainƟ es remained at the Ɵ me the 
arƟ cles were wriƩ en but the authors nonetheless 
raise some interesƟ ng issues, not least in regard to 
the prospects in Xinjiang and, as Madam Du Min 
discusses, elsewhere in China.

We are exceedingly grateful to those who have 
taken the Ɵ me to put their thoughts on paper, and 
we trust that you, the reader, will fi nd some useful 
observaƟ ons in their wriƟ ngs. Most of all, we hope 
for more clarifi caƟ on and understanding to emerge 
from the conference in Xiamen and look forward to 
meeƟ ng you there!

The Cotlook Team in Xiamen will comprise:

Ray Butler 
Managing Director, 
rbutler@cotlook.com

Galina Fisher 
Director and CIS editor, 
gfi sher@cotlook.com 

Sisilia Zhang
China Business Manager, 
sisilia@cotlook.com

China Trade Summit Forum

先生，
常务董事，

女士，
董事及独联体国家地区编辑，

张思齐 女士，
中国区商务经理，

中国棉业发展高峰论坛中国棉业发展高峰论坛





Page 6

2014 is a year of milestone for the cotton 
industry of China.

This year, fundamental changes to China’s macro-
control policy for coƩ on are under way. The curtain 
has been drawn on the temporary purchasing and 
storage policy, which has been implemented for 
three years and the pilot target price subsidy policy 
has taken the stage. In this important period of re-

form, what kind of changes will 
emerge on the domesƟ c and 
global coƩ on market? This is 
an issue that both the domes-
Ɵ c and overseas coƩ on indus-
try is concerned about. The 
2014 Summit for the Develop-
ment of CoƩ on Industry in Chi-
na, which is sponsored by the 
China CoƩ on AssociaƟ on and 
which will be held in Xiamen, 
will provide a plaƞ orm for dis-
cussion and communicaƟ on by 
the enƟ re coƩ on industry.

 “New Era, New CoƩ on 
Industry” is the theme of this 
summit. RepresentaƟ ves pre-
sent at the summit will discuss 

how the coƩ on industry should make innovaƟ on and 
reform, stabilise producƟ on, expand demand and 
achieve sustainable development under the new cir-
cumstances and a new policy environment.

If we want to talk about the “new era”, we should 
fi rst talk about those “old policies”. From 2011 to 
2013, China implemented a temporary purchasing 
and storage policy of coƩ on. This policy was made 
during a special period when a global fi nancial crisis 
hit the world and coƩ on prices fl uctuated sharply. In 
these 3 years, nearly 16 million tons of coƩ on were 
purchased and stored by the country, equal to 70% 
of the actual output. Both the income of farmers 
and the coƩ on market remained stable: the cot-
ton price on the domesƟ c market remained around 
19,000 yuan/tonne, and the variaƟ on was 50% less 

The New Era Accomplishes a New 
Cotton Industry
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By Ma Aifang, Director of Informa  on Department, China Co  on Associa  on 
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than that on the global market. The price of coƩ on 
yarn also remained relaƟ vely stable. Meanwhile, 
this policy guaranteed the income of farmers, and 
helped sustain farmers’ enthusiasm for planƟ ng cot-
ton. Although the temporary purchasing and storage 
policy has played an important role, it cannot solve 
all problems. The duraƟ on of the fi nancial crisis ex-
ceeded expectaƟ on and the speed of growth of the 
texƟ le industry slowed. ModernisaƟ on of the coƩ on 
industry was insuffi  cient. All of these factors resulted 
in China’s coƩ on industry losing compeƟ Ɵ ve advan-
tage. Meanwhile, the temporary purchasing and 
storage policy had negaƟ ve eff ects, such as a weak-
ened market mechanism, a growing fi nancial burden 
and an increasing diff erence between the domesƟ c 
and global coƩ on price, making the policy diffi  cult to 
conƟ nue.

A “new era” requires “new policy”. Balzac, the 
famous French writer, used to say, “To make eve-
rything perfect, appropriate reform is necessary.” 
Reform is the most urgent task aŌ er compleƟ ng 
the historical mission of temporary purchasing and 
storage policy. For a long Ɵ me, the China CoƩ on As-
sociaƟ on has suggested that a long-term mechanism 
should be established for the development of the 
coƩ on industry and support coƩ on farmers in pro-
ducƟ on processes, so as to enhance yield per unit, 
cut down costs and ensure the relaƟ ve stability of 
coƩ on culƟ vaƟ on area. The No.1 Document by the 
Central Government in 2014 has clearly stated that 
China will adhere to the principle of market-set pric-
es, explore the reform of the disconnecƟ on between 
the pricing mechanism for agricultural products and 
government subsidy, gradually establish a target 
price system for agricultural products, guarantee 
the profi ts of farmers, and iniƟ ate a pilot subsidy 
program for the target price of coƩ on in Xinjiang 
Autonomous Region. In addiƟ on, the Central Gov-
ernment gave new ideas on several aspects, such as 
improving the control system for agricultural product 
market, promoƟ ng agriculture technological inno-
vaƟ on and mechanised agriculture, strengthening 

“ ” “ ”
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the markeƟ ng system’s construcƟ on for agricultural 
products, supporƟ ng the development of new agri-
cultural business enƟ Ɵ es and improving agricultural 
social services.

A “new era” inevitably brings about “new chang-
es” on the market. By analyzing the situaƟ on of sup-
ply and demand and from the perspecƟ ve of policy 
adjustment, the price of coƩ on has downside risks. 
When the temporary purchasing and storage policy 
was concluded, the market supporƟ ng mechanism 
ceased. The coƩ on price will gradually return to the 
market level and the diff erence between domesƟ c 
and overseas coƩ on prices should narrow. Since the 
global stocks-to-use raƟ o is forecast to remain at a 
high level, both domesƟ c and world coƩ on prices are 
faced with huge downward pressure. Infl uenced by 
various elements, such as costs, exchange rate and 
sales, it will remain diffi  cult for texƟ le enterprises to 
regain the growth rate witnessed before the fi nancial 
crisis occurred. The oversupply of coƩ on will persist.

The “new era” requires a “new coƩ on industry”. 
Although the coƩ on industry in China has expe-
rienced several years’ of low Ɵ de, we should sƟ ll 
see that, compared with other countries, China’s 
economy has good fundamentals and an enormous 
basis of domesƟ c demand. There is sƟ ll room for 
enhancing the producƟ on effi  ciency of coƩ on. The 
texƟ le industry retains strong advantages. In the long 
run, China will conƟ nue to be the world’s largest cot-
ton producer and consumer. However, “there is no 
easy way on the road of reform.” The new policy will 
inevitably change market circumstances. It is diffi  cult 
to esƟ mate the addiƟ onal risks and uncertainƟ es. 
Reform should be made in all sectors of the coƩ on 
industry to adapt to the “new era”. Firstly, we should 
clearly understand the situaƟ on and have defi nite 
objecƟ ves. When we look at the coƩ on producƟ on 
of China, we sƟ ll have wide gaps with developed 
countries. When we look at the circulaƟ on of cot-
ton, our logisƟ cs sƟ ll lag behind and the effi  ciency of 
circulaƟ on is low. The compeƟ Ɵ ve advantages of the 
texƟ le industry are declining. Secondly, we should 
accelerate innovaƟ on and cope with challenges: cot-
ton should be produced by a modern agricultural 
system, logisƟ cs should be modernized and made 
more effi  cient. The texƟ le industry should accelerate 
self-innovaƟ on, strengthen brand strategy, discover 
emerging markets and achieve new developments.

China has always aƩ ached great importance 
to agricultural development. ParƟ cularly in recent 
years, the Central Government has provided more 
preferenƟ al policies to farmers and given more sup-
port to the coƩ on industry. The macro-control mech-
anism for coƩ on industry has been improved. The 
new policy not only protects the fundamental profi ts 
of farmers, but also considers the compeƟ Ɵ veness of 
texƟ le enterprises. It is esƟ mated that the new policy 
will play an important part in enhancing the produc-
Ɵ on effi  ciency of coƩ on, sƟ mulaƟ ng market vitality 
and coordinaƟ ng the various sectors of the industrial 
chain. The “new era” will create “new opportuni-
Ɵ es”. If we could grasp these opportuniƟ es, clearly 
understand the situaƟ on at home and abroad, and 
apply naƟ onal policy appropriately, it will be a new 
starƟ ng point for both the long-term development of 
China’s coƩ on industry and the self-development of 
enterprises.

“ ” “ ”

“ ” “ ”

“
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According to CoƩ on Outlook’s staƟ sƟ cs in March 
2014, it is esƟ mated that China’s coƩ on output in 
2014/15 will reach 6.13 million tonnes, 10% less 
than the fi gure in the past year. The area planted is 
predicted also to decrease by 10%, from 69.75 mil-
lion mu (4.65 million hectares) in 2013/14 to 62.76 
million mu (4.184 million hectares). CoƩ on produc-
Ɵ on in China is gradually being mechanized and the 

labour requirement is decreas-
ing, while culƟ vaƟ on is be-
coming more concentrated in 
specifi c areas. The purpose of 
this arƟ cle is to review the de-
velopment of China’s policy, in 
light of the impending switch 
to a direct subsidy system.

China’s coƩ on price began 
rising in September 2010, 
and at one point reached a 
record 32,000 yuan per tonne. 
At the Ɵ me, fearing a sharp 
downward price correcƟ on, 
and with the aims of protect-
ing the farmer’s interests and 
guaranteeing coƩ on produc-
Ɵ on would be maintained, the 

government launched a unifi ed lint purchasing policy 
by the China NaƟ onal CoƩ on Reserves CorporaƟ on 
in 2011/12. In September, 2011, the CorporaƟ on 
began purchasing coƩ on at a price of 19,800 yuan/
tonne for the standard grade (Type 328), and 3.25 
million tons were purchased in the 2011/12 season. 
In 2012/13, taking into consideraƟ on of rising labour 
costs, the government enhanced the intervenƟ on 
price by 600 yuan/tonne, to 20,400 yuan, and 6.51 
million tonnes were purchased. In 2013/14, the 
intervenƟ on price remained unchanged, at 20,400 
yuan/tonne (for the amended standard grade, Type 
3128B). By the end of the season’s procurement 
campaign, on March 31, slightly over 6.3 million 
tonnes had been purchased, or three percent less 
than in the preceding season. Taking into account 

A Brief Review of China’s Recent 
Cotton Marketing Policy 

近年中国棉花市场政策的简要回顾近年中国棉花市场政策的简要回顾

By Sisilia Zhang, China Business Manager, Cotlook Limited
张思齐 Cotlook棉花展望有限责任公司，中国区商务经理
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both the aforemenƟ oned purchases, and onward 
sales to mills, it is esƟ mated that the inventory in the 
hands of the NaƟ onal CoƩ on Reserve on that date 
was close to 12.9 million tonnes. 

The onward sales of state coƩ on reserves 
reached 4,221,000 tonnes in the 2012/13 season 
and almost a further 718,000 by March 31, 2013 
in the campaign that commenced in November, 
2013. The laƩ er is a small proporƟ on of the quanƟ ty 
actually off ered to mills. The pace of sales now 
depends on the impact of the changes in policy that 
took eff ect as from April 1. 

China’s coƩ on reserve policy was made based 
on the interests of farmers, with the intenƟ on of 
stabilising coƩ on output. The texƟ le industry, mean-
while, creates jobs for more than 20 million people, 
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CONTACT  
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and creates wealth the naƟ on. For 
this reason, the protecƟ on of the cot-
ton industry plays a criƟ cal role in the 
enƟ re industrial chain. However, it is 
now recognised that the state reserve 
coƩ on policy intervened in the normal 
market disciplines, and brought a huge 
cost burden to the country. Since China 
launched the reserve coƩ on policy, com-
modity coƩ on transacƟ ons in Zheng-
zhou, which was successful in the past, 
have lost their vitality. Both trading vol-
ume and open interest have decreased 
signifi cantly. The incomplete expression 
of futures market prices resulted in 
the loss of its original hedging eff ect to 
a great extent, and resulted in coƩ on 
farmers, texƟ le enterprises and dealers 
losing an important channel for control-
ling market risks.

Since China joined the WTO in the early part of 
the century, China’s import and export policy for 
coƩ on also changed. Firstly, the one percent annual 
tariff  quota to which China is commiƩ ed under its 
WTO agreement was increased to 894,000 tonnes in 
2004, and it has since stayed at that level. Secondly, 
voluntary quota, under a sliding-scale tariff , has been 
issued since 2005. More recently, since 2012, a 3:1 
raƟ o has applied, in that enterprises buying coƩ on 
from the state reserve earned enƟ tlement to an im-
port coƩ on quota equal to one-third of the amount 
purchased. It is esƟ mated by Beijing Co  on Outlook 
(BCO) that China’s coƩ on imports this season (end-
ing August 31) will reach 2.8 million tonnes, 36% less 
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than the amount recorded in 2012/13. According to 
BCO, imports in 2014/15 will further decrease, to 2.2 
million tonnes.

The sliding duty rate has changed again this year. 
Major amendments include an increased trigger point 
at which the sliding-scale of tax takes eff ect, from 
14,000 yuan to 15,000 yuan per tonne, or 110 cents 
per lb (at an exchange rate of 6.13 RMB/USD). Values 
above this level aƩ ract a fi xed tax rate of 570 yuan per 
tonne. The principle applied is that “the higher the 
foreign coƩ on price, the lower the tax rate”, which 
is intended as an encouragement for enterprises to 
import mainly higher-grade coƩ on. In contrast, the 
tax charged on lower grade imported coƩ on has in-
creased, thus enhancing to some extent the compeƟ -
Ɵ veness of domesƟ c, lower quality coƩ on. 

At the Ɵ me this arƟ cle was wriƩ en, confi rmaƟ on 
had been forthcoming that the government will not 
make large-scale and unifi ed acquisiƟ ons of coƩ on for 
the state reserve next season, but the state reserve 
will sƟ ll play a role. 

As from April 1, exisƟ ng stocks have been auc-
Ɵ oned at a lower base price of 17,250 yuan per 
tonne, rather than the previous 18,000 yuan, which 
should prove to have augmented greatly the volume 
taken up by mills. A link has also been made between 
the amount enterprises buy from reserve stocks of 
domesƟ c coƩ on sƟ ll held in Xinjiang and their enƟ -
tlement to take up import coƩ on stocks held by the 
reserve. It is also understood that mills will qualify for 
import quota in proporƟ on to the amount they buy 
from the reserve (widely rumoured to be in a raƟ o of 
4:1 but not offi  cially confi rmed). By the Ɵ me of the 
conference, many of these new policy features will 
have been in force for a maƩ er of weeks, and their 
operaƟ on should be clearer. To what extent they will 
prove to have increased the compeƟ Ɵ veness of Chi-
nese mills and their impact on coƩ on consumpƟ on 
may also be more evident. 

The other major change is the introducƟ on of a 
pilot target price scheme for Xinjiang. Details were 
sketchy at the Ɵ me of wriƟ ng but what is clear from 
the many comments made, both in Xinjiang and in 
mainland provinces, is that farmers may turn away 
from coƩ on if the changes in policy result in 2014/15 
being a season of disappoinƟ ng price returns.
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Cotton Market in China Enters 
‘Post-Reserve’ Era

By Guo Rongmin, General Manager, Beijing Co  on Outlook Consul  ng Limited
郭荣敏 北京棉花展望信息咨询有限责任公司，总经理

进入后收储时代的中国棉花市场进入后收储时代的中国棉花市场

China has implemented the coƩ on temporary 
reserve policy for three consecuƟ ve years since 
2011/12. The iniƟ al aims of the policy were to 
stabilise coƩ on prices and protect farmers’ interests 
and those goals have been basically achieved. The 
coƩ on reserve in China accounts for around half of 
world stocks, so major adjustment will be made to 
the macro-control policy in 2014. The coƩ on market 

in China will offi  cially enter 
the ‘post-reserve’ era. The 
changing industrial paƩ ern and 
the new situaƟ on will further 
test the wisdom of government 
in decision-making and the 
capability of enterprises in risk 
management.

I. The temporary reserve 
policy will be replaced by 

target price policy. 
By the end of March 31, 

2014, a total of 6.31 million 
tonnes of 2013/14 crop coƩ on 
had been purchased by the 
reserve, including 4.04 million 
tonnes from Xinjiang. The 

temporary reserve policy for coƩ on formally came 
to an end. 15.96 million tonnes of coƩ on had been 
purchased in the three years of its operaƟ on (the 
amount of coƩ on accumulated by the reserve was 
actually higher than that number).

In the past three years, state reserve coƩ on has 
been sold to meet demands of mills on a number 
of occasions. During 2012, 4.21 million tonnes were 
sold, and from November 28, 2013 to March 31, 
2014 a further 717,700 were transacted. The aucƟ on 
fl oor price has since been reduced from 18,000 to 
17250 yuan per tonne, and the previous restricƟ on 
on the amount of coƩ on that can be bought by mills 
has been liŌ ed.

2011/12

2014

临时收储政策结束，
将启动目标价格政策 

2014 3 31 2013/14
631 404
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2012 2012
421 2013 11 28 3 31
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At the end of March, state reserves together with 
industrial and commercial stocks was sƟ ll over 13 
million tonnes.

The reserve policy has played a vital role in the 
macro-control of the coƩ on market since the country 
opened up the market and abolished the monopoly 
purchasing system in 1999. FuncƟ oning as a reser-
voir, it protects the interests of mills by aucƟ oning 
supplies when prices soar and those of coƩ on farm-
ers by purchasing coƩ on when prices fall. 

As menƟ oned in an announcement on the offi  cial 
website of the NaƟ onal Development and Reform 
Commission on April 5, 2014, “The temporary cot-
ton purchasing and reserve program from 2011 has 
played an important role in stabilising domesƟ c cot-
ton producƟ on and protecƟ ng farmer’s interests. 
However, facing the conƟ nual declining coƩ on price 
in internaƟ onal market, the contradicƟ on between 
the low import price of coƩ on and the high tempo-
rary purchasing price is becoming more and more 
prominent. The pressure on the naƟ onal reserve is 
increasing rapidly and the market vitality is weak-
ened. The situaƟ on is unfavorable for the sustainable 
and healthy development of the whole industry.” 
Therefore, approved by the State Council, the Na-
Ɵ onal Development and Reform Commission, Minis-
try of Finance, and Ministry of Agriculture jointly an-
nounced that the target price for coƩ on in 2014 will 
be 19,800 yuan per ton. AŌ er the implementaƟ on of 
coƩ on target price policy, the temporary purchasing 
and reserve policy will be abolished and the pro-
ducer will sell coƩ on at the market price. When that 
is lower than the target price, subsidies will be pro-
vided to producers in pilot areas on the basis of the 
margin between the target price and market price, 
the planƟ ng area, output, sales volume, and other 
factors; when higher, no subsidy will be granted. The 
detailed method for apporƟ oning/ subsidies will be 
made locally, in the pilot area, and announced publi-
cally.

Although target price systems have been imple-
mented in other countries, it is a new departure in 
China. Detailed informaƟ on about the policy was 
lacking at the Ɵ me this arƟ cle was wriƩ en. When the 
target price is determined, however, the following 
issues will be of concern to the market: the man-
ner by which the subsidy for coƩ on producers is to 
be determined, whether conƟ ngency measures like 
purchasing and reserve policy will be started or not 
when the market price is too low, and how mills will 
be supported when the market price is too high.

“Reduce the reserve” and “protect the coƩ on 
producers” will perhaps become the two major 
factors for decision makers to weigh and balance. 
Judging from past experience, the healthy and sus-
tainable development of the market requires both 
an open and fair market and systemaƟ c complemen-
tary policies based on the enƟ re industrial chain. It 
is believed that more and detailed informaƟ on will 
be determined and released to lead the market to a 
clearer direcƟ on in 2014.

II. The national cotton planting area will 
continue to decline and the proportion of 

cotton production in Xinjiang will increase.
According to a sample survey by Beijing Co  on 

Outlook (BCO) of the country’s 13 major coƩ on pro-
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ducƟ on regions in February this year, the prospec-
Ɵ ve coƩ on planƟ ng area in 2014 was projected as 
62.76 million mu, which is 6.99 million mu less than 
in 2013, or a decline of 10%; the prospecƟ ve coƩ on 
output was forecast at 6.13 million tonnes, down by 
10% compared with 2013. 

This would represent a decline for a third con-
secuƟ ve year, aŌ er coƩ on output reached the un-
precedented height of 7.33 million tonnes in 2011 
(according to BCO’s data). Major factors resulƟ ng in 
a reduced planƟ ng area include the greater Ɵ me and 
eff ort required to plant coƩ on and the diffi  culty of 
mechanising the process for small-scale planƟ ng; the 
lower economic benefi t than that gained from other 
cash crops; the ending of the temporary purchas-
ing and reserve policy. While a direct subsidy will be 
granted to Xinjiang farmers, coƩ on planƟ ng inten-
Ɵ ons elsewhere have been lowered. In tradiƟ onal 
coƩ on planƟ ng provinces such as Shandong, Hebei, 
and the like, the planƟ ng intenƟ on has dropped by 
over 20%. For those holding a wait and see aƫ  tude, 
if the price for seed coƩ on in 2014 is lower than 7 
yuan/kilogram, they will certainly give up planƟ ng 
coƩ on in 2015.

Contrary to the situaƟ on in mainland areas, 
planƟ ng intenƟ ons in Xinjiang remain comparaƟ vely 
stable, owing to the pilot-scheme target price of 
19,800 yuan per tonne, which is higher than the 
expectaƟ on of the industry. With output in decline 
elsewhere, the proporƟ on of the crop produced in 
Xinjiang will grow 
further. According 
to BCO’s esƟ ma-
Ɵ ons, coƩ on out-
put in Xinjiang in 
2013 is expected to 
be over 4.2 million 
tonnes, accounƟ ng 
for 62% of naƟ onal 
output. AŌ er the 
implementaƟ on of 
the new policy in 
2014, the output 
proporƟ on of Xinji-
ang in the country 
will conƟ nue to 
increase, which will 
provoke the conse-
quent issues such 
as consumpƟ on 
transfer, supply 
chain management, 
and the search for 
soluƟ ons to other 
problems.
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内外棉花价差有望缩小，中国棉花进口
或将下降
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III. Hard for cotton consumption to turn 
better.

Under the temporary reserve policy, the coƩ on 
price in China has remained high in recent years. 
The diff erenƟ al between domesƟ c and internaƟ onal 
prices once reached 5,000 yuan/tonne. The diver-
gence has had two principal eff ects: on the one 
hand, many mills reduced the amount of domesƟ c 
coƩ on consumpƟ on and turned instead to imports 
or to chemical fi bres; on the other hand, imports of 
coƩ on yarn have increased sharply, off seƫ  ng par-
Ɵ ally the lower consumpƟ on of coƩ on. Infl uenced 
by slackened downstream demand, texƟ le markets 
turned very weak with low sales and excessive inven-
tory. Most enterprises have been 
operaƟ ng below capacity and some 
even stopped their producƟ on. 
As for the fi gure of China coƩ on 
consumpƟ on, opinions between 
diff erent organizaƟ ons vary to quite 
a great extent. BCO esƟ mates that 
coƩ on consumpƟ on this season will 
be about 7.7 million tonnes.

According to the General Ad-
ministraƟ on of Customs, coƩ on 
yarn imports in 2012/13 (the begin-
ning of September through the end 
of August) totalled 1.9436 million 
tonnes, which represented a year-
on-year increase of 48.01%. That 
tonnage would represent about 
two million tonnes of coƩ on consumpƟ on. From 
September 2013 through February 2014, coƩ on yarn 
imports were 1.0666 million tonnes, showing an in-
crease of 204,900 tonnes (23.77 percent) compared 
with the same period in the previous year. Most im-
ports are from India, Pakistan, and Vietnam. 

With the implementaƟ on of the new macro 
control policy, the prospect of a narrower price dif-
ferenƟ al between domesƟ c and imported supplies 
implies a slowdown in coƩ on yarn imports. However, 
a recovery in coƩ on consumpƟ on is hard to foresee 
if the internaƟ onal economic environment fails to 
improve signifi cantly. The target price policy prom-
ises to provide protecƟ on for coƩ on producers, but 
does not menƟ on whether there will be addiƟ onal 
import quota or related subsidies for mills when the 
market price is higher than the target price or higher 
than the price in the internaƟ onal market

IV. The price margin of cotton at home and 
abroad is expected to narrow and the import 

of cotton will probably drop.
AŌ er abolishing the coƩ on state reserve procure-

ment policy, a narrower price margin is expected to 
result in lower imports and more coƩ on moving out 
of the reserve. In 2011, China imported 5.44 million 
tonnes of coƩ on, which marked a new record. The 
number dropped to 4.4 million tonnes in 2012. It is 
esƟ mated by Beijing CoƩ on Outlook that imports will 
amount to 2.8 million tonnes in the 2013/14 season, 
falling to 2.2 million tonnes in the year 2014/15.

Decreasing imports may lead to further intensifi -
caƟ on of the compeƟ Ɵ on for business in the import 
market and test parƟ cipants’ experience, strategy 
and risk prevenƟ on pracƟ ces.
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1.1 The current status of cotton 
production in Xinjiang

Xinjiang Autonomous Region is the largest coƩ on 
producƟ on area of China. It is also the coƩ on pro-
ducƟ on area with the most development potenƟ al. 
Under the support of naƟ onal policy, science and 
technology and investment, Xinjiang ranks fi rst in all 

coƩ on producƟ on regions in 
China in terms of coƩ on plant-
ing area, total output and yield 
per unit. Xinjiang Autonomous 
Region, together with the 
Yangtze River Basin and the Yel-
low River Basin, are the three 
major coƩ on producƟ on areas 
in China. In recent years, owing 
to the decreasing comparaƟ ve 
benefi t of planƟ ng coƩ on, ar-
eas planted in the Yellow River 
and the Yangtze River basins 
have been decreasing, result-
ing in lower output. By con-
trast, coƩ on output in Xinjiang 
has maintained a stable trend 
of development in general. In 
2012/13, Xinjiang accounted 

for 50% of the total output in China. In 2013, the 
area planted in the region was 25.379 million mu, 
680,000 mu (2.8%) more than in the preceding year. 
The area culƟ vated by local farmers was 16.55 mil-
lion mu, 91,000 mu more, from which the lint output 
was around 3.5 million tons, 1.1% less. Yield per unit 
decreased by 2.5%. When calculated by the seed cot-
ton price of 8.9 yuan, the return to the farmer per 
mu was 806 yuan, 20.2 yuan less than a year earlier. 
Meanwhile, the Xinjiang ProducƟ on and Construc-
Ɵ on Corps (PCC, or military group) planted 8.828 
million mu in 2013, which represented an increase of 
589,000 mu. The PCC’s total output was 1.48 million 
tonnes, 4.4% higher on the year. The average cost 
of producƟ on per mu was 1924.3 yuan (853.6 yuan 
for inputs, 1070.7 yuan for labour), which was 108.7 

The Current Status of Cotton Production 
and Processing in Xinjiang and an 

Analysis of Price Subsidy Intentions

1.1新疆棉花生产现状

1.2新疆棉花生产发展方向目标

新疆棉花生产、加工现状与价格补贴意向分析新疆棉花生产、加工现状与价格补贴意向分析

By Li Xueyuan (pictured), Wang Junduo, Gong Zhaolong, Mo Ming, Zheng Juyun, Cash Crop Ins  tute, 
Xinjiang Academy of Agricultural Science
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yuan (6%) more. Xinjiang will remain a major coƩ on 
producƟ on area. 

1.2 The development direction and objectives 
of cotton production in Xinjiang

At the Rural Works Conference in Xinjiang in 
2013, the autonomous region’s government pro-
posed the orientaƟ on and objecƟ ves for the devel-
opment of the coƩ on industry, with a view to ensur-
ing social stability. The conference emphasized issues 
such as strengthening agricultural modernisaƟ on, 
expanding markets and increasing output, ensuring 
quality and developing clean and simplifi ed produc-
Ɵ on. Topics addressed included reducƟ on of agricul-
tural plasƟ c fi lm residues and lowering water use. 
One aim is to implement the construcƟ on of four 
“10 Million Projects” (10 million mu of high yielding 
fi elds of wheat, corn and coƩ on, and 10 million for 
caƩ le and sheep). The high yielding coƩ on fi elds are 
to be developed over the next seven years. 

1.3 Problems facing Xinjiang’s cotton 
production 

The core problem in the coƩ on producƟ on in 
Xinjiang Autonomous Region is the decreasing 
comparaƟ ve benefi t. This problem must be solved 
from various aspects, such as policy, science, 
investment and via the market.

2. The current status of cotton processing in 
Xinjiang

Currently, coƩ on enterprises in Xinjiang 
can be divided into three types: state-owned, 
private enterprise and individual traders. Due 
to the diff erent condiƟ ons in diff erent areas, 
business owners of these three types have 
diff erent market shares. In Aksu, for instance, 
state-owned companies account for 35% of 
all coƩ on businesses, private enterprises for 
60% and individual businesses for 5%. Mean-
while, only a few ginning enterprises in Xin-
jiang are capable of pressing 20,000 tonnes 
or more of lint. Most can produce less than 
5,000 tonnes. 

2.1 The scale and quantity of cotton 
processing plants in Xinjiang

Xinjiang and its autonomous prefectures 
have promulgated various policies to encour-
age the development of the coƩ on process-
ing industry. In the past, the entrance barri-
ers for enterprises to purchase coƩ on were 
relaxed and the number of coƩ on ginning 
factories expanded rapidly. In consequence, 
overcapacity prevailed and compeƟ Ɵ on for 
seed coƩ on was fi erce. The result was great-
er price volaƟ lity. Furthermore, some smaller 
enterprises did not observe the purchasing 
policy of the central Government in regard to 
quality standards, which contributed to qual-
ity defi ciencies. 

2.2 Problems existed in cotton 
processing

2.2.1 With the opening-up of the mar-
ket, many plants processed coƩ on by mixing 
diff erent coƩ on grades.

1.3新疆棉花生产存在问题

2.新疆棉花加工现状





Page 28

Some smaller enterprises failed previously to 
separate seed coƩ on in a logical manner and even 
larger enterprises someƟ mes used only a few grade 
defi niƟ ons throughout the season. Some contrac-
tors, not familiar with coƩ on processing techniques, 
aƩ empted to reduce costs by dispensing with profes-
sional technicians and failed to maintain machinery 
properly. Checks were lacking as to foreign fi bre con-
tent before processing and to the quality of output. 
CoƩ on grade mixing was commonplace. 

2.2.2 Unsound standard inspecƟ on system for 
coƩ on

In China, the previous physical standard for cot-
ton grade was made for hand-picked coƩ on. As 
agriculture developed on a larger scale, the planƟ ng 
area of machine-harvested coƩ on in Xinjiang pro-
ducƟ on and construcƟ on corps increased. Machine-
harvested coƩ on is completely diff erent from hand-
picked coƩ on in terms of length, maturity, colour, 
fi ber strength, appearance and quality. Therefore, 
to achieve the quality standard and guarantee the 
grades of coƩ on, enterprises have made great ef-
forts in processing machine-harvested coƩ on. The 
appearance and quality of machine-harvested coƩ on 
is conƟ nually improving. Some coƩ on has the same 
aƩ ributes as hand-picked coƩ on. However, over-
processing can change the characterisƟ cs of the lint 
produced, parƟ cularly in regard to high short-fi bre 
content. 

2.2.3 Imperfect credit system construcƟ on in 
coƩ on processing enterprises

An increasing number of enterprises have parƟ ci-
pated in technological reform. Their acceptance of 

2.1新疆棉花加工厂的规模与数量

2.2棉花加工存在的问题

2.2.1随着市场的放开，棉花混等级加工现象严重
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instrument inspecƟ on was moƟ vated by economic 
interests. When enterprises saw they could make 
profi ts, samples were sent for inspecƟ on. Some 
even acted fraudulently. When profi t was absent, 
they found various excuses to refuse to accept in-
specƟ ons, or to decline to use the results of such 
inspecƟ ons. 

In 2008, instances emerged of serious fraud 
- use of false bar codes, changing samples, deliber-
ate manipulaƟ on of moisture content and changes 
of packaging. In 2009, some enterprises were able 
to sell coƩ on in a rising market without a notarial 
survey being conducted; others submiƩ ed to instru-
ment inspecƟ on, but replaced the bar codes so as 
to be able to sell the coƩ on as higher in grade than 
that shown by the test results. 

3. An analysis on the direct subsidy intention 
of cotton

Government coƩ on policy has been a key deter-
minant of market prices and has impacted farmer’s 
planƟ ng intenƟ ons. Under the temporary purchas-
ing and storage policy, the market price of seed 
coƩ on in Xinjiang was 8.5-9.5 yuan/kg. This price 
greatly enhanced the enthusiasm of Xinjiang farm-
ers to plant coƩ on. However, this year’s change in 
policy to a direct subsidy or target price subsidy has 
become a hot topic in the coƩ on industry.

The No.1 Document released by the Central 
Government earlier this year, included a proposal 
to introduce a pilot programme of “subsidy based 
on target price” for the fi rst Ɵ me, and signalled the 
end of the temporary coƩ on purchasing and stor-
age policy, which has strong administraƟ ve features. 
The criƟ cal point of a target price subsidy scheme 
is to give subsidy for increased output, i.e. subsidy 
should be linked to output, not to those who merely 
contract to plant coƩ on, A direct subsidy policy 
seems to be simple, but it is diffi  cult to implement. 

3.1 Challenges for direct subsidy
According to comprehensive analysis, the 

pracƟ ce of subsidy has the following challenges:

3.1.1 Diffi  cult to determine subsidy price

If the subsidy is too high, it will bring negaƟ ve 
impact on grain producƟ on and aff ect planƟ ng area. 
If too low, it may be diffi  cult to guarantee the area 
planted to coƩ on, since the degree of mechanisa-
Ɵ on of coƩ on planƟ ng is much lower than that for 
grain. Consequently, the producƟ on cost is signifi -
cantly higher. 

3.1.2 Diffi  cult to determine the object of sub-
sidy

It is impossible for China to copy the support 
system used for farmers in the United States. There 
are only 20,000 coƩ on farmers in the United States, 
whereas China has 40 million. It would be diffi  cult to 
provide subsidies to all farmers in a precise manner.

3.1.3 Diffi  cult to determine the methods of 
subsidy

 (1) Subsidy based on culƟ vated area

Firstly, some dishonest farmers would falsify fi g-
ures for culƟ vated area and thereby obtain subsidies 
dishonestly. Secondly, clear rules would be required 

2.2.2棉花标准检验体系不健全
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2.2.3棉花加工企业诚信体系建设不完善
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3.棉花直补意向分析

3.1直补面临的问题

3.1.1补贴价格难定 
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as to whether coƩ on farmers on contracted land 
would be eligible for obtaining government subsidies.

 (2) Subsidy based on the output of seed coƩ on

Two challenges exist if subsidy was to be based 
on the output of seed coƩ on. Firstly, the transacƟ on 
and markeƟ ng of seed coƩ on are complex tasks and 
accurate staƟ sƟ cal monitoring would be diffi  cult. 
Secondly, it would be feared that some coƩ on dealers 
and coƩ on ginning mills would plot to circumvent the 
system and so gain subsidy dishonestly. 

3.2 The intention of direct subsidy
Currently, China has the following four subsidies 

that apply to coƩ on: for superior crop varieƟ es, for 
agricultural machinery, for means of producƟ on and, 
under the new pilot scheme in Xinjiang, for prices. 
Subsidy for superior crop varieƟ es and subsidy for 
agricultural machinery have played a posiƟ ve role in 
promoƟ ng coƩ on producƟ on. However, compared 
with grain subsidies, which have reached 170 billion 
yuan, the amount of coƩ on subsidies is sƟ ll low. 

InvesƟ gaƟ on shows there are four possibiliƟ es for 
coƩ on price subsidy: 

The fi rst would involve giving subsidy based on 
culƟ vated area. Comprehensive analysis of experts 
shows that the theoreƟ cal amount of subsidy should 
be above 300 yuan/mu, because the yield per unit of 
coƩ on in Xinjiang is 50% higher than that of inland 
areas, and Xinjiang has higher demands for labour, 
Ɵ me and agricultural materials than other coƩ on 
producƟ on areas. ConsideraƟ on was made on the 
following two aspects: on the one hand, the coƩ on 
planƟ ng cost is nearly 2,000 yuan/mu, and labor cost 
is increasing year by year, and it is improbable that 
the costs of seeds, ferƟ lizer, water and machinery 
will decrease; on the other hand, raising the yield per 
unit area of coƩ on signifi cantly is diffi  cult and fi elds in 
some areas sƟ ll produce merely around 200 kilograms 
(and they would therefore qualify for a lower subsidy 
than 300 yuan/mu).

The second would base subsidy on output, in a 
similar fashion to the scheme already in place for 
grain. In other words, subsidies could be granted 
against bills of sale by taking the method of “purchas-
ing and granƟ ng subsidy in the same year” (immedi-
ate selling and immediate cashing). All cashing of the 
subsidy would be fi nished in the same year. 

The third would be to complete purchasing and 
storage and give subsidy at that Ɵ me, so as to guaran-
tee the interests of farmers as much as possible. 

The fourth would be to set a reasonable target 
price for seed coƩ on of 8.5 yuan/kg (giving a lint 
value of lint price: 
22.5 yuan/kg). 
(A target price of 
9 yuan/kg was 
calculated based 
on the material 
investment cost 
of coƩ on produc-
Ɵ on and labor 
cost in Xinjiang in 
the past several 
years.)

3.1.2补贴对象难定 

3.1.3补贴方式难定

3.2直补意向
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In 2014, the No.1 Document by the Central Gov-
ernment has clearly pointed out that the aim is “to 
iniƟ ate a pilot subsidy program for the target price 
of coƩ on in Xinjiang Autonomous Region”. How 
should coƩ on producƟ on develop in the Yellow River 
Basin and Yangtze River Basin, which are two major 
coƩ on producƟ on regions in China? This issue also 
aƩ racted the aƩ enƟ on of coƩ on industry in China. 

As is commonly known, when 
looking back to the history of 
coƩ on producƟ on in China, 
there are three major coƩ on 
producƟ on regions: the Yellow 
River region, the Yangtze River 
Delta, and the inland areas 
in Northwest China. In the 
past 10 years, this paƩ ern has 
changed signifi cantly. In 2012, 
China had a planted area of 
70.322 million mu and a total 
output of 6.836 million tonnes. 
Northwest China accounted 
for shares of 37.7% and 52.9% 
respecƟ vely, 16% and 22% 
higher than the percentage ten 
years earlier. Comparable fi g-
ures in the Yellow River region 

were 35% and 24.7%, respecƟ vely, 16% and 15.3% 
lower than a decade previously, while those for the 
Yangtze River Delta were 24.7% and 22.3%, relaƟ vely 
remained at around 20 million mu and 1.5 million 
tonnes, respecƟ vely. 

ObjecƟ ve analysis shows that apart from the low 
scale of planƟ ng and mechanisaƟ on, climate condi-
Ɵ ons, rapidly increasing labour costs and decreasing 

Refl ection on Cotton Production 
and Development in the Yellow 

River Basin and the Yangtze River 
Basin of China

尽管如此
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comparaƟ ve benefi t of planƟ ng coƩ on, the shrink-
ing size of coƩ on producƟ on in the two regions in 
quesƟ on is inseparable from changes in agricultural 
pracƟ ces. Formerly, inter-planƟ ng grains and coƩ on 
was a common feature but increasing mechanisaƟ on 
of food crop harvesƟ ng has rendered this pracƟ ce 
less and less advantageous, with coƩ on losing out. 
For example, in the past, in Henan Province in the 
Yellow River region, farmers used to plant wheat and 
coƩ on in fi elds at the same Ɵ me. However, in 2012, 
the coƩ on planƟ ng area in the province was merely 
3.85 million mu, 10 million mu or 72% less than 10 
years earlier. 

Even so, in the future, coƩ on producƟ on in these 
two regions sƟ ll has irreplaceable signifi cance for the 
development of the coƩ on industry in China. The 
coƩ on planƟ ng area and output in the Yangtze River 
Basin and the Yellow River Basin together sƟ ll ac-
count for 60% and 50%, respecƟ vely, of China’s total 
area and output. The two regions have made great 
contribuƟ ons to saƟ sfy the domesƟ c demand for cot-
ton. On the one hand, Xinjiang Autonomous Region 

一是增加对棉花生产的补贴。
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has been further restrained in develop-
ing the resources and environment of 
coƩ on producƟ on. In parƟ cular, more 
constraints have been placed on water 
resources. On the other hand, the Yel-
low River Basin and the Yangtze River 
Basin sƟ ll have potenƟ al in the form of 
land reserves that could be culƟ vated. 
Saline-alkali land, inter-Ɵ dal land and 
waste land in these regions could be 
modifi ed for growing coƩ on, since cot-
ton is an alkali-resisƟ ng and drought-
enduring crop. According to surveys, 
there are more than 30 million mu of 
saline-alkali land and inter-Ɵ dal land 
that could be used for coƩ on in the 
two regions combined. In the long 
run, government departments will 
implement measures to encourage the 
sustainable and sound development 
of coƩ on producƟ on in these two re-
gions.

1. Increase the subsidy for coƩ on producƟ on. 
According to the “Agreement on Agriculture” of 
WTO, the proporƟ on of “amber-box” subsidies paid 
by any country should not exceed 8.5% of agricul-
tural producƟ on value. So far, in China, subsidies on 
coƩ on only account for 0.7% of the total coƩ on out-
put. There is sƟ ll suffi  cient room for policy-making. 
The government should give more support to coƩ on 
producƟ on in the Yellow River Basin and the Yangtze 
River Basin, and increase the amount of producƟ on 
subsidy. The following measures should be the focus: 
increase the amount of subsidy for culƟ vaƟ ng supe-
rior crop varieƟ es; launch comprehensive subsidies 
for coƩ on agricultural capital; enhance the amount 
of subsidy for purchasing agricultural machinery, in-
cluding that for purchasing a single large coƩ on pick-
ing machinery; augment the insurance amount for 
coƩ on producƟ on, and increase the premium-shar-
ing proporƟ on of central and regional governments.

2. Give more support to coƩ on producƟ on on 
saline-alkali land, inter-Ɵ dal zone and waste land. 
Improve the exisƟ ng irrigaƟ on and drainage condi-
Ɵ ons of coƩ on fi elds in inter-Ɵ dal zone and saline-
alkali land. IniƟ ate farmland works in fi elds, including 
the construcƟ on for arterial drainage, land formaƟ on 
(fi ll and level up waste ditches and waste dams), 
improve ferƟ lity condiƟ ons, construct infrastruc-
ture such as roads, storage faciliƟ es and processing 
equipment. 

3. Carry out producƟ on demonstraƟ on for 
high-quality coƩ on and polluƟ on control in coƩ on 
fi elds. Assistance should be given for disposing 
of hazardous waste, such as plasƟ c fi lm residue, 
pesƟ cide boƩ les and bags, for enhancing soil ferƟ lity 
and water-saving pracƟ ces and for encouraging the 
use of biodegradable mulch fi lms. 

In addiƟ on, departments under the Ministry of 
Agriculture suggest that if the coƩ on price is sƟ ll too 
low in the Yellow River Basin and the Yangtze River 
Basin aŌ er the central Government has launched the 
“Target Price Subsidy Policy”, the government could 
also underpin the purchasing of coƩ on in these two 
coƩ on belts by using the “Cost + Rate of Profi t” 
method.

二是加大对盐碱滩涂荒地发展

三是开展良好棉花生产示范与

We     ready for just
about anything.

Defining the Future of Cargo Insurance Since 1953
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In 2010/11, as world prices ran up to unprec-
edented levels, China’s state-held stocks were 
rapidly depleted as the government sought to main-
tain price stability. Subsequently, Beijing adopted 
a temporary state reserve policy to rebuild those 
stocks and restore what it considered to be a vital, 
macro-control lever in the coƩ on market. The con-
sequences, some of them perhaps unintended, have 

included a sharp decline in 
China’s coƩ on consumpƟ on, 
a build-up of state reserves to 
perhaps 1.5 Ɵ mes the amount 
used annually by Chinese mills 
and an increase in China’s cot-
ton yarn imports. Furthermore, 
China’s texƟ le industry has 
turned increasingly to more 
compeƟ Ɵ vely-priced man-
made fi bres. 

The state reserve policy 
became regarded as unsustain-
able, and a policy change is 
under way. The nature of that 
change could have a far reach-
ing impact on coƩ on consump-
Ɵ on rates both within China 

and in those countries that have recently enjoyed 
increased coƩ on yarn export sales.

Description and background of China’s 
cotton policy

The coƩ on world has been focused on develop-
ments in China since the door to economic reform 
was opened by Deng Xiao Ping and China’s subse-
quent adherence to the WTO. 

Under China’s WTO agreement, specifi c quota 
and duty arrangements were prescribed. For cot-
ton, a standard import duty was set of 40 percent 
but a provision was included for an amount to be 
imported annually subject to a tariff  of one percent. 

Impact of China’s Policies on World 
Cotton Consumption

棉花政策概述及背景

中国棉花政策对全球棉花消费量的影响中国棉花政策对全球棉花消费量的影响

By Ray Butler, Managing Director, Cotlook Limited
Ray Butler   Cotlook 棉花展望有限责任公司， 常务董事
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That amount has for several years been set annually 
at a maximum level of 894,000 tonnes. In addiƟ on, 
China has exercised the right to allocate specifi c cot-
ton import quotas, either for the ‘processing trade’ 
(eff ecƟ vely duty-free, provided the manufactured 
goods are exported) or subject to a sliding-scale tariff  
quota under a mechanism that has been amended 
over Ɵ me.

These arrangements have remained in place in 
combinaƟ on with a government state reserve policy, 
hence in principle lending the government two im-
portant levers for exercising macro control of the 
coƩ on market. 

The stated purpose of such controls has been 
primarily to protect the coƩ on farmer and rural 
incomes, something that has been especially impor-
tant in two regards: aƩ empƟ ng to stem the fl ow of 
populaƟ on to urban centres; the poliƟ cal necessity 
of safeguarding the social structure in Xinjiang. 

From an internaƟ onal coƩ on market perspecƟ ve, 
the fact that decisions of such signifi cance have been 
in the hands of poliƟ cians, rather than a result of 
market signals, have someƟ mes placed trading deci-
sions in substanƟ al doubt. 

The effects of the state reserve 
policy

The eff ect of the policy in the 
2011/12 season was for government 
stocks to rise from an esƟ mated 
320,000 tonnes to almost 4.6 million. 
A year later the fi gure was close to 7.3 
million and CoƩ on Outlook’s esƟ mate 
of the current (March 31, 2013) fi gure 
was almost 12.9 million tonnes.

The state reserve policy has had 
substanƟ al consequences, both inter-
nally and externally. Our view is that many of these 
were unintended by the policymakers and that their 
result leaves the government in an invidious posi-
Ɵ on. 

Firstly, there has been, and remains, a huge 
fi nancial cost, not merely in fi nancing the actual pur-
chase of coƩ on from ginners but also in carrying the 
coƩ on (2,000 yuan per tonne per year for 10 million 
tonnes would be 20 billion yuan – substanƟ ally in ex-
cess of US$3 billion) and in disposing of the reserve 
at a lower price when selling to mills. 

Secondly, internal commercial markets have been 
rendered ineff ecƟ ve. Zhengzhou coƩ on futures, 
which reached a peak open interest of 
887,158 contracts, each of 5 tonnes, on 
July 28, 2011, saw that dwindle to as 
liƩ le as 76,844 contracts by September 
30 last year, since when the fi gure had 
been only briefl y above 100,000 unƟ l 
late December. Since that point, a re-
vival of acƟ vity and open interest has 
been witnessed, as the potenƟ al rami-
fi caƟ ons of the impending changes in 
government came under the spotlight. 

Thirdly, imports of coƩ on yarn, 
which are not under quota control and 
subject to various rates of import duty, 
ranging from zero to a few percent, de-

国家收储政策的效果
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pending on the country of origin, have skyrocketed 
as texƟ le enterprises look to remain compeƟ Ɵ ve in 
their producƟ on of texƟ les.

In 2012, import volume increased by an impres-
sive 87 percent, followed by an addiƟ onal 43 percent 
gain in 2013.

The impact on prices
To demonstrate the extent of the divide that has 

arisen since 2011 between Chinese and internaƟ onal 
coƩ on values, the accompanying chart compares the 
Cotlook A Index, adjusted to approximate delivered 
mill China terms, with the China CoƩ on Index. The 
A Index includes sliding-scale duty – the gap shown 
would of course be wider if a tariff  of merely one 
percent is applied.

DomesƟ c coƩ on values have also been running at 
levels much higher than the prices ruling internally 
for man-made fi bres. The average raƟ o 
of polyester staple to coƩ on prices over 
the last three years has been 50 percent, 
compared with viscose staple at 82 per-
cent. More recently, the polyester staple/
coƩ on price raƟ o dropped below 50 per-
cent for the fi rst Ɵ me since April, 2011, 
when coƩ on was sƟ ll retreaƟ ng from its 
record high. The latest value (March 31) 
shows a proporƟ on of 45 percent. The 
viscose /coƩ on raƟ o has declined to 60 
percent. 

The predominant eff ects, therefore, 
have been, on the one-hand, to boost Chi-
na’s coƩ on yarn imports and on the other 

对价格的影响
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hand to induce the domesƟ c industry to switch to 
more compeƟ Ɵ ve man-made fi bres, even in product 
lines that might customarily be considered the prin-
cipal domain of coƩ on.

China lost the capacity to be self-suffi  cient in 
coƩ on for all its requirements a number of years 
ago. This was replaced by an aim to be self-suffi  cient 
at least in respect of meeƟ ng the demands of the 
domesƟ c market. However, fi nite availability of us-
able arable land for food crop producƟ on inevitably 
poses a constraint on the area that can be devoted 
to coƩ on, leaving yield enhancement, and the vagar-
ies of the weather’s impact on each season’s crop, 
as the main determinants of the level of output. In 
contrast, China can, and has become, more than self-
suffi  cient in polyester fi bre and yarn producƟ on.

Th e impact on China’s cotton fi bre 
consumption

China’s coƩ on consumpƟ on recorded growth 
– oŌ en double digit – in every coƩ on season from 
1999/2000 through to the onset of the fi nancial 
crisis in 2008, reaching a peak of 10,600,000 
tonnes in the 2006/07 season. That level was al-
most achieved once again in 2009/10, before the 
run-up in prices and the subsequent implementa-
Ɵ on of the state reserve policy. Since then, coƩ on 
use has declined by around 25 percent, to less 
than eight million tonnes.

The benefi ciaries of China’s appeƟ te for im-
ported coƩ on yarn have been spinners in numer-
ous countries. Everyone has shared in the gain to 
some extent, though top of the list is undoubtedly 
India, from where imports more than doubled in 
2012 and in 2013, to reach in excess of 620,000 
tonnes. India thus last year overtook Pakistan – 
tradiƟ onally the leading source of 
China’s coƩ on yarn imports - as the 
major import supplier. However, Paki-
stan’s volume has also grown. Other 
suppliers to record strong increases 
have included Vietnam, Indonesia, 
Thailand, Uzbekistan, and even the 
United States.

World coƩ on consumpƟ on has 
shown a parƟ al recovery from the 
losses that occurred in 2010/11 and 
2011/12 but these have been insuf-
fi cient to close the gap with world 
coƩ on producƟ on, which has been 
in surplus now, by our reckoning, for 

对中国棉花消耗量的影响
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结论

four seasons, and which we believe 
will soon be fi ve.

Unlike in the past few seasons, 
however, we foresee addiƟ on to 
stocks in 2014/15 occurring princi-
pally outside China, as China imports 
less and as it seeks to reduce the 
level of government reserves.

Conclusion
So, the scenario I am describing is 

one in which consumpƟ on outside of 
China has expanded but has not fully 
compensated for the loss in China 
itself. Chinese entrepreneurs have 
invested (and conƟ nue to do so) in 
coƩ on spinning capacity (and further 
texƟ le processing capacity) outside of 
China, on economic grounds, which 
would encompass raw material, la-
bour and energy costs. The raw cot-
ton cost element, however, is a func-
Ɵ on of China’s government policy. 
The changes now in train in Beijing’s 
policy have implicaƟ ons for coƩ on 
prices in China. Should compeƟ Ɵ ve-
ness be parƟ ally restored, the infl u-
ences that might be brought on pat-
terns of trade in coƩ on yarn and on 
the locaƟ on and quanƟ ty of coƩ on 
consumpƟ on could prove signifi cant.
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Since the Zhengzhou Commodity Exchange (ZCE) 
launched wheat futures trading on May 28, 1993, 
13 categories of futures have been listed to date on 
the Exchange, including nine agricultural products 
(strong gluten wheat, common wheat, coƩ on, sugar, 
early indica rice, rapeseed, rapeseed oil, rapeseed 
meal, Japonica rice) and four industrial products 
(PTA, methanol, glass, thermal coal). Among these 

products, coƩ on futures have 
been operaƟ ng successfully 
for nearly 10 years since their 
launch in 2004, with a total 
trading volume of 287 million 
contracts (counƟ ng only the 
sale or purchase each as 
one contract, and each of 5 
tonnes) and a total transacƟ on 
amount of 33.60 trillion yuan. 
807,700 tonnes of coƩ on have 
completed delivery. About 
one quarter of all coƩ on 
enterprises have opened 
accounts at the Exchange, 
which is the highest proporƟ on 
among all agricultural products 
listed by ZCE.

The price of futures acƟ vely interacts with the 
price of spot goods. Enterprises use hedging tools 
to avoid business risks. So far, the market is under 
steady operaƟ on and sound development, has been 
recognised by coƩ on enterprises and had increasing 
infl uence all over the world. The Wall Street Journal 
has wriƩ en that “CoƩ on futures dealers pay aƩ en-
Ɵ on to price fl uctuaƟ on in ZCE and China has made 
major strides in making its voice heard in the global 
coƩ on market”

1. Cotton futures mature gradually
In 2011, the transacƟ on volume of ZCE exceeded 

that of the InterconƟ nental Exchange (ICE) for the 
fi rst Ɵ me. In 2013, 7.45 million coƩ on contracts 

Cotton Futures Steady Operation 
and Sound Development

一、棉花期货功能发挥稳定，品种逐渐
成熟

棉花期货运行平稳 市场功能稳定发挥棉花期货运行平稳 市场功能稳定发挥

By Ji Guangpo, Senior Specialist, Zhengzhou Commodity Exchange 
姬广坡 郑州商品交易所，资深专员





Page 46

(each of 5 tonnes) were transacted, which is equiva-
lent to 37.25 million tonnes of coƩ on, at a value of 
740 billion yuan. These fi gures were 64.57% and 
64.64% lower, respecƟ vely, than those for the pre-
ceding year. The decline was aƩ ributed mainly to 
the infl uence of the government’s temporary state 
reserve policy.

Since coƩ on futures were launched, the number 
of coƩ on enterprises that have opened accounts on 
the futures market has increased year by year, to 
reach 5,025 by the end of 2015. CoƩ on enterprises 
are acƟ vely using the price discovery funcƟ on of cot-
ton futures to arrange producƟ on raƟ onally, achieve 
stable profi tability by hedging and realize stable busi-
ness operaƟ on. The posiƟ on of coƩ on futures has 
been further solidifi ed.

2. Cotton futures play a positive role in price 
discovery, infl uencing planting decisions and 

increasing farmers’ incomes 
Zhengzhou coƩ on futures refl ect expected 

changes in supply and demand, and portray the cot-
ton price trend at home and abroad. Following its 
launch the coƩ on futures contract maintained a high 
correlaƟ on with the domesƟ c spot price and with 
the price of overseas futures price, and provided a 
powerful tool to coƩ on enterprises and investors for 
price discovery.

The market also served to protected the interests 
of coƩ on farmers and increase their incomes, by as-
sisƟ ng in their decision making about planƟ ng. 

3. Cotton futures effectively regularized 
market order and helped to enhance the 

overall quality of domestic cotton
A naƟ onal quality standard applies for coƩ on 

futures, with samples inspected by the China Fibre 
InspecƟ on Bureau. Only those that conform to the 
standard can be sold on the futures market. Cot-
ton futures have therefore sƟ mulated ginners to 
enhance their awareness of quality standardisaƟ on, 
make improvement in processing techniques, and 
helped eliminate ginners with low processing quality. 
As the scale of the coƩ on futures market expands, 
the quality of domesƟ c coƩ on will be further en-
hanced.

二、棉花期货在发现价格、促进种植结
构调整、增加农民收入等方面发挥积极

作用

三、棉花期货有效地规范了市场秩序，
提高了我国棉花整体质量

Cotton Outlook’s Long 
Staple Annual Review 2014

CoƩ on Outlook’s Special Features are dis-
tributed to our subscribers worldwide, and are 
translated into Mandarin and made available 
to parƟ cipants in China’s texƟ le industry. In 
addiƟ on, our Annual Long Staple Review is tar-
geted specifi cally at mill consumers of long and 
extra-long staple coƩ ons. 

We invite you to place your company’s 
adverƟ sement in our 2014 publicaƟ on. 

For more details, please email 
adverƟ sing@cotlook.com.
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ZCE’s accumulated 10 years of experiences in 
coƩ on futures management is now being used to 
explore other contract possibiliƟ es, including coƩ on 
yarn futures. In May 2013, the Exchange submiƩ ed 
a “Request for Project Approval of CoƩ on Yarn Fu-
tures” to the futures supervision authority (China’s 
Securites Regulatory Commission). Currently, a 
widespread study is in progress and the hope is that 
a contract can be introduced as soon as possible, so 
as to provide good service to all coƩ on texƟ le enter-
prises in China.

In the enƟ re industrial chain of coƩ on produc-
Ɵ on, trade and texƟ le manufacturing, China has 
about 4,000 texƟ le enterprises above a designated 
size (i.e. annual revenue over 20 million yuan), with 
about 50 million employees in total. Data from the 
NaƟ onal Bureau of StaƟ sƟ cs show that these en-
terprises produce more than 23 million tonnes of 
coƩ on yarn, with an output value above 600 billion 
yuan. In recent years, as coƩ on prices have fl uctu-
ated more and more dramaƟ cally, and the amount of 
imported coƩ on yarn has increased year by year, the 
coƩ on texƟ le industry in China has become exposed 
to more business risks. China CoƩ on TexƟ le Asso-
ciaƟ on has advocated repeatedly that enterprises 
should take various measures to reduce those risks 
and ensure the stable operaƟ on of the industry. In 
parƟ cular, the associaƟ on has requested the lisƟ ng 
of coƩ on yarn futures at an early juncture. 
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In September 2013, the China (Shanghai) Pilot 
Free Trade Zone (Shanghai Free Trade Zone) was 
founded. The Zone has four missions: trade and in-
vestment liberalisaƟ on, fi nancial internaƟ onalisaƟ on 
and administraƟ ve simplifi caƟ on. The Zone aims to 
play a leading role in fi nancial product innovaƟ on, 
off shore business, opening-up of fi nancial industry, 
and both outward and inward investment. 

The China NaƟ onal CoƩ on 
Exchange (“CoƩ on Exchange”) 
intends to make full use of the 
special policies of the Shanghai 
Free Trade Zone by building 
the Shanghai InternaƟ onal 
CoƩ on Trade Centre, through 
which it will carry out off shore 
imported coƩ on transacƟ ons, 
and provide support services 
to enterprises, so as to acceler-
ate the growth of China’s cot-
ton industry.

The Shanghai InternaƟ onal 
CoƩ on Trade Centre will aim to 
provide a comprehensive ser-
vice plaƞ orm for imported cot-
ton, combining transacƟ ons, 

capital provision and logisƟ cs supervision, along with 
informaƟ on and risk control.

In taking this path, the CNCE will lean on its ex-
perience of trading domesƟ c coƩ on electronically, 
which it believes can be transferred to an import 
model. By providing a means of seƩ ling accounts 
between buyers and sellers, the confi dence of both 
sides will be enhanced. 

The Exchange’s experience in handling bid-
ding and aucƟ on processes has been enhanced by 
its state reserve acƟ viƟ es. The aim is to introduce 
imported coƩ on to a bidding and aucƟ on transac-
Ɵ on plaƞ orm. In this way, enterprises can expect to 
obtain the most reasonable purchasing and selling 
prices.

Shanghai International Cotton 
Trade Centre 

A Comprehensive Service Platform for 
Imported Cotton

(An English language summary of the ar  cle by Yang Baofu, Vice General Manager, China Na  onal Co  on Exchange)

上海国际棉花交易中心的定位

上海国际棉花交易中心的运行模式

进口棉交易平台

进口棉网上超市交易

竞买竞卖交易

建设上海国际棉花交易中心 建设上海国际棉花交易中心 
打造进口棉综合服务平台打造进口棉综合服务平台

杨宝富 全国棉花交易市场，副总经理
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The broad intenƟ on is that the Centre will pool 
requirements if prospecƟ ve buyers and publish these 
details for dealers to see. By this means, a sales channel 
will be provided to foreign enterprises. 

The centre will also provide access to capital and lo-
gisƟ cs services, leƩ er of credit faciliƟ es (including those 
for consignment enterprises). Full use will be made of 
exisƟ ng warehouse resources and other services to be 
off ered will include inventory management, cargo han-
dling and distribuƟ on. 

InformaƟ on, such as data transacƟ on analysis and 
imported coƩ on off ering prices will be made available 
through www.coƩ onjchina.org, a website operated by 
Beijing CoƩ on Outlook ConsulƟ ng Limited. 

The intenƟ on is for the Shanghai Centre to cooper-
ate with the overseas branches formed by the China 
NaƟ onal CoƩ on Exchange, namely CNCE USA LLC in 
the United States, CNCE HONG KONG CORPORATION 
LIMITED in Hong Kong, and CNCE InternaƟ onal Trading 
Company in the Zhangjiagang Bonded Area. These com-
panies will provide supporƟ ng services to the Shanghai 
InternaƟ onal CoƩ on Trade Centre, agency L/C estab-
lishment service of processing trade quota to domesƟ c 
texƟ le enterprises, and various extended services, in-
cluding bonded coƩ on pledge and value maintenance 
service to domesƟ c enterprises.

The CNCE fi rmly believes that, as China adjusts its 
coƩ on industry policies, imported coƩ on will inevitably 
play an important part in China’s texƟ le and coƩ on in-
dustry and that the Shanghai InternaƟ onal CoƩ on Trade 
Centre will play a posiƟ ve role in promoƟ ng the sound 
development of China’s coƩ on industry.

团购交易

进口棉配套服务平台 
1、资金服务：

2、仓储物流服务：

（1）理货监管业务：
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（2）物流配送服务：

（3）融资监管服务：






