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The International Cotton Association’s return 
to Dubai is different in one major respect from 
its last visit (in 2011). On this occasion, rather 
than merely a conference, 2014 sees Dubai host 
the ICA’s Annual Dinner, Annual General Meet-
ing and other offi cial ICA gatherings. The oc-
casion will also witness the handover of presi-
dencies, from India’s Mohit Shah to America’s 
Jordan Lea. Jordan is to be applauded for ac-

cepting the leadership a year 
sooner than anticipated, but 
as he notes in the responses 
given to questions from Cot-
ton Outlook, he is not short 
on experience of leading ma-
jor associations. He will nev-
ertheless face the challenge 
of following a hugely success-
ful term of offi ce by his pre-
decessor, who, with the Board 
and Secretariat’s support, has 
introduced a number of laud-

able initiatives, which Mohit touches on in his 
brief review of his term of offi ce.

The world cotton market has once again ex-
perienced price volatility during the past sea-
son, though, thankfully, nothing on the scale 
of 2011. Nevertheless, it has been suffi cient to 
remind everyone engaged in raw cotton trading 
of the benefi t to be gained from a sound, rule-
based trading system, where resort to courts 
in resolving disputes can be avoided. One step 
further is to test mediation as a formal offer-
ing within the framework of the ICA, something 
that the ICA Board is currently considering. 

Howard Davies, from Cotton Outlook’s staff, 
gives an overview of the advantages that me-
diation could bring, in the right circumstances.

Bill Ballenden, from Louis Dreyfus Com-
modities, argues that the imperative is for the 
cotton trader to get closer to the consuming 
mill, to understand his customer’s needs and to 
assist them in managing risk.

Many of the diffi culties that occur in the 
pipeline can be ascribed to lack of transparency 
and understanding and it is clear from the writ-
ings of the Association’s current offi cers that 
education remains at the heart of the ICA’s ac-
tivities. Transparency in the supply chain also 
has wider potential benefi ts, and is something 
that Mark Sumner believes should extend from 
the farmer to the retailer if cotton is to avoid 
some of the emotive issues that are sometimes 
raised by outside observers.

Within cotton, one of the outstanding de-
velopments in recent years has been the ad-
vance in seed breeding technologies, that have 
given rise to changes in the lint fi bres mechani-
cal properties, particularly in regard to staple 
length. Alice Robinson, from Cotton Outlook’s 
editorial staff, sets out the reasoning behind 
our decision to switch from 1-3/32” to 1-1/8” 
cottons for the purpose of determining the 
Cotlook A Index with effect from the 2015/16 
Index – which will be the second time since the 
Index’s creation in 1966 that this parameter 
has been increased.

Finally, Kai Hughes, the ICA’s redoubtable 
Managing Director, sketches an overview of 

Return to Dubai
Ray Butler

Managing Director, Cotlook Limited
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the ICA’s continuing ini-
tiatives and concludes 
by inviting membership 
participation in shaping 
the Association’s future.

We trust that readers 
will fi nd the contents of 
this publication to be of 
interest, and perhaps 
thought provoking. We 
also offer sincere thanks 
to all companies that 
have given their support 
in the form of advertis-
ing.

São Paulo       London       Paris       Brussels       Geneva       Piraeus       Dubai       Hong Kong       Shanghai       Singapore       Melbourne       Sydney       Perth
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Being the fi rst Asian President of the ICA has 
been a privilege and I am profoundly grateful 
to the members and the ICA board for giving 
me the honour to serve.

When I accepted the role I made a promise 
to build on the excellent work done by my pre-
decessors to forge ahead with the internation-
alisation of the association. In February, that 
promise became a reality when I visited Mumbai 

to sign and exchange a Mem-
orandum of Understanding 
with the Cotton Association of 
India. It was an historic mo-
ment for both associations, 
signalling a commitment to 
work together and paving the 
way for a long and sustained 
relationship between two of 
the world’s most historic and 
major cotton associations. 

Enforcement of awards, 
effective engagement across the supply chain 
and reducing the number of defaults remained 
high on our agenda this year and we have made 
great inroads in each area.

Working groups 
Enforcement working groups are now in 

place for Bangladesh, China, India, Indone-
sia, Pakistan, Thailand, Turkey and Vietnam. 
Thanks to their efforts, we are already seeing 
positive results. The aim of each group is to 
help parties enforce ICA awards by providing 
local knowledge, information and best practice 

in specifi c countries. Their input is proving in-
valuable and I am confi dent that this ‘joined 
up’ approach will have a major impact on the 
industry over the coming years.

Our training and events were as popular as 
ever, providing an effective platform to de-
liver the safe trading message right across the 
supply chain. ‘Complete Cotton’ was another 
sell-out, we delivered agent training and con-
tracting workshops in India and Pakistan, and 
120 delegates took part in the ‘China Cotton 
Trade Training’ in Wuxi. I believe it is vital that 
the cotton community has access to this type 
of training. I am confi dent that it contributes 
greatly towards creating a safer trading envi-
ronment and that is why we are planning more 
training in more locations over the coming 
months. 

Our annual trade event this year is being 
held in Dubai, and the event is always a high-
light in the cotton calendar. 

Safe, open and transparent trading
The ICA was set up as an association of 

people epitomizing trust and integrity. Trading 
with any defaulter completely compromises 
our principles of contract sanctity and cre-
ates incomprehensible injustice. I am pleased 
to report that our members have voted in new 
changes to the ICA Bylaws & Rules that will pre-
vent them from trading with fi rms on our ‘ad-
visory notice list’. If they do, they risk being 
expelled from the Association.

Refl ections on my year as 
President of the International Cotton 

Association
 Mohit Shah, Director, Gill and Co.

President, ICA
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The list, which has been renamed the 
‘ICA List of Unfulfi lled Awards: Part 2’, 
contains the names of fi rms that have a 
proven link with a defaulter. It is the job 
of our Business Intelligence Team to iden-
tify the links and expose the fi rms that 
are involved in dishonourable trading, al-
lowing our members to make safer trad-
ing choices. Whilst the aim of this change 
is to stamp out dishonourable trading, we 
appreciate that some members may have 
existing contracts with fi rms that appear 
on the list or are trying to reach a settle-
ment. This is understandable. All we ask 
is that they inform us and work with us by 
being open and transparent about such 
trades.

There should be no room or tolerance to-
wards anyone who trades with a defaulter. This 
to me is paramount and it must always remain 

in the forefront within our industry circles if 
we are to maintain cotton’s global prominence 
and create a safer trading environment. My 
sincere thanks and respect goes to all those 
who continue to uphold these trading values.
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Readers will be aware that a recent switch 
was made in the order of incoming President 
of the ICA, and that Jordan Lea accepted an 
invitation to step forward a year. Ray Butler, 
our managing director, subsequently took the 
liberty of asking Jordan a few questions. His 
responses, which betray a deep insight into the 
workings and the goals of the Association, are 
shown below:

Ray Butler: You’ve had 
only one year as part of the 
presidential triumvirate in 
the ICA. What do you foresee 
will be your main challenge in 
taking on the task earlier than 
planned?

Jordan Lea:  I have been 
fortunate to have had the op-
portunity to lead other, some-
what similar associations to 
the ICA, such as the American 

Cotton Shippers Association (ACSA), and I am 
current President of Cotton Council Interna-
tional (CCI). In those circumstances I was also 
careful to pay a lot of attention to the person 
doing the job in front of, or ahead of me. That 
has certainly been the case here with Jean-
Marc Derossis, as I was obviously anticipating a 
different timeline. Nonetheless, many years on 
the board and heaps of exposure to Mohit Shah 
and to Ahmed Elbosaty, and to Antonio Esteve 
before him, have given me plenty of examples 
and knowledge of what being the President of 
the ICA requires. The main challenges in taking 
the task now will be getting to know new Board 

members and Association members in the con-
text as President as opposed to ‘the next in 
line'. Time will be at a premium, so an extra 
effort will be required on my part, not to only 
fulfi ll my duties as President, but also to es-
tablish and nurture those relationships and I, 
like all Presidents before me, will need their 
support, their input and their leadership to en-
sure that we have a successful year ahead of 
us. As a presenter at the ICA’s Complete Cot-
ton course over the last few years I have had 
a great opportunity to spend time in Liverpool 
with ICA staff outside of the hectic days of the 
annual trade event, which I think will prove to 
be an asset when faced with challenges.

RB: The ICA has a number of initiatives in 
progress, ranging from reform of the arbitra-
tion system to consideration of offering me-
diation as an alternative. Which reform do you 
think is most important and do you have any 
other specifi c goals in 2015 about which you 
can speak now?

JL:  As an active arbitrator, I would probably 
suggest that, to its credit, the ICA arbitration 
process has always been in a state of reform. 
In other words, it is constantly and consistently 
being improved. The Arb/Strat committee as it 
is known, which refers to the Arbitration and 
Strategy Committee, is one of the busiest and 
most active committees we have at the ICA. 
The recent addition of the Pool of Chairmen 
(POC) has been a positive step for the ICA, but 
as is the case with any new bold initiative such 
as the POC, the effort has to be adjusted here 
and there to be made exactly what the Asso-

Jordan Lea – incoming President, 
International Cotton Association
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ciation requires.  Mediation will certainly stay 
on the table for further discussion, but I think 
some primary goals of mine will be similar to 
others, including continued and consistent 
outreach to industry players and participants 
about the vital role the ICA plays in the future 
success of the cotton trade. There are still 
many participants in this industry that trade 
under ICA Bylaws and Rules yet they don’t un-
derstand exactly what that means or the rules 
under which they trade. I hope to be able to 
continue the efforts of those before me to fos-
ter support and an increased understanding of 
why joining and participating in the ICA is so 
necessary and vital to all of us.

RB: There is a variety of opinion as regards 
mediation, especially in regard to ‘pre-arbitra-
tion’ mediation, which could be looked upon as 
merely another phrase for ‘contract renegotia-
tion’. Do you agree with this view? If not, how 
do you suggest the ICA’s proposed mediation 
offering will avoid the renegotiation pitfall?

JL:  I fully understand that there is a 
variety of opinions around mediation and 
while that should be expected, it is also a 
good thing. We want a membership that 
is fully engaged and paying attention. I 
do not agree at all that mediation is an-
other term for renegotiation and I would 
like to explain why. As the arbitration 
process has matured, the enforceability 
of an ICA arbitration award, or the op-
portunity to enforce awards, has evolved 
also. More and more we see our member-
ship taking awards to foreign court sys-
tems, cautiously optimistic that they will 
be able to actually enforce the award. In 
many instances one of the fi rst questions 
asked by the court is, "Has there been an 
effort at mediation?", or "Is mediation a 
requirement of your arbitral process?". 
We have to remember that arbitration is 
an absolute last resort in a contract dis-
pute and anything that could provide an 
amicable agreement between two parties 
to help them avoid arbitration is worth 
looking at. The defi nition of mediation is: 
“intervention in a dispute in order to re-
solve it”. The known synonyms of media-
tion are as follows: ‘arbitration, interven-
tion, conciliation and reconciliation'. The 
word renegotiation does not appear, nor 
should it. There is no place for renegotia-
tion in the cotton trade. The precedent of 
renegotiation cannot be established and I 

am comfortable that the Board of Directors of 
the ICA, as well as the membership, will never 
foster a process that promotes such a thing. 
Working with mills, merchants and co-ops, as 
well as others over the last 25 years, I have 
encountered many that were not knowledge-
able about ICA rules or the ICA arbitration pro-
cess. As a result they were party to an award 
and found themselves on the List of Unfulfi lled 
Awards ('default list') and as a result the ar-
bitration process was not a resolution but in-
stead the last word. If we can fi nd a way to 
settle disputes, where the aggrieved party is 
justly compensated and the corresponding in-
dustry participant is not forced underground 
and faced with circumnavigating the List of Un-
fulfi lled Awards to trade cotton, I think we all 
will experience and enjoy a more successful, 
robust and safer trading environment, which is 
consistent with the ICA’s mission. This has to be 
about being on the same team and while I can’t 
imagine anyone expects mediation to be a pan-
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acea, if it helps bring us together during try-
ing times and situations, as opposed to pushing 
us into opposing corners, I certainly think it is 
worth exploring. The willingness to evolve and 
adapt is what has made the ICA the successful 
beacon of the industry it is today and examin-
ing this process is consistent with this Associa-
tion’s history of seeking solutions.

RB:  Much progress has been made in de-
veloping relationships in China, and recent 
visits have broadened the Association’s visibil-
ity in other Asian markets. In which countries 
would you like to see further efforts made to 
strengthen the ICA’s position, and how would 
this fi t into the ICA’s plans in 2015?

JL: Every market is important regardless of 
its size. The recent success Mohit Shah and Kai 
Hughes have enjoyed is a great example. As a 
result of their visit to Korea and their meet-
ings with Dr. Joon Kim and other members of 
The Spinners and Weavers Association of Korea 
(SWAK) we have a new member in the ICA as 
SWAK joined not long after their return.  I hap-
pened to be in the same markets they were 
visiting during May of 2014 and the comments 

were universally consistent and positive about 
their visit. While these markets might be small-
er than China or Bangladesh, they are still vital 
markets and the participants there very much 
appreciated the time and attention of the ICA. 
While we will of course continue to work in 
markets where consumption is concentrated 
and is growing, we need to try, if the resources 
are available, to make our presence known in 
as many places as we possibly can. Thailand 
endured massive fl ooding and was as affected 
as any market by price volatility, as the change 
in the List of Unfulfi lled Awards might suggest. 
Time would be well spent there. Is it prema-
ture to visit Myanmar? Possibly not. Japan is 
still an important cotton trading and consum-
ing outpost. I think it may be time for the ICA 
to reach more diligently into South America as 
Brazil, Colombia and Peru are consistent cot-
ton consumers that are all trading under ICA 
rules. Who knows, is it time for the US textile 
mill community to look at ICA rules? I think any 
or all of these could factor into our 2015 plans, 
but my guess would be look for more effort in 
SE Asia (Thailand, Vietnam, Indonesia, contin-
ued efforts in Taiwan) or South America.
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RB: The ICA membership is increasing-
ly widespread, and diverse, which has of 
course been a policy goal for some years. 
However, engaging with the membership 
must surely become more diffi cult. In 
what ways do you as President intend to 
encourage such engagement?

JL: There is no substitute for being 
there. Social media has offered us new 
and different opportunities to commu-
nicate with many that used to seem out 
of reach, but every time the ICA fl ag is 
run up a fl agpole in a foreign destina-
tion those we want to reach often show 
up. Yes, it requires time and effort and 
the ICA staff and its leadership team are 
faced with many responsibilities, but face 
to face meetings with our diverse and 
widespread membership is still the most 
successful effort we can make. The ICA 
has done a fantastic job at making Bylaws 
and Rules available in more and more lan-
guages each year. Enabling the same will 
reap generous rewards, as will efforts to 
make all of our electronic media available 
in many languages. I had the opportuni-
ty in June to spend the day with about 
40 students at the ACSA cotton school in 
Memphis speaking to them about the ICA. 
The response was overwhelming, as al-
most every student was familiar with the 
ICA, but had questions about situations 
in their market or with an individual cus-
tomer and how it might relate to the ICA. 
One West African student spoke good Eng-
lish, but found reading the rules challeng-
ing. I was able to take him to the website 
and show him the rules in French. I was 
able to do the same with the daughter of 
a Chinese mill owner from the Shandong 
province. While these were not necessar-
ily members of the ICA , they are trading 
with our membership and it showed me 
that anything I can do as President or that 
we can do as an Association to make our-
selves  available to our membership will 
reap handsome awards.

RB: Some people hold the view that 
the ICA’s Annual Dinner should alternate 
between Liverpool and an overseas loca-
tion. Have you decided yet where you 
would like next year’s Annual Dinner to be 
held and, if so, where?

JL: I have not yet decided where I 
would like to hold next year’s trade event. 
Every option has its pluses and minuses. As 
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someone from the United States and with there 
being many of our largest members based here 
in the US, I am keeping that option open. The 
West Coast of the United States has some spots 
that would suit the ICA well, such as San Fran-
cisco. I love New York City and the potential 
host of a world contract, The InterContinental 
Exchange is based there.  The event has never 
been in the US, we are the world’s largest ex-
porter and I would be very proud to bring it 
here to the US. That said, the event in Hong 
Kong hosted by Antonio Esteve was enormously 
successful and an event in Asia would be con-
sistent with our efforts to broaden our visibil-
ity in Asian markets. Certain cities in Asia and 
cities like New York though are very expensive 
and it has to be about what is best for the ICA. 
When I joined the Association it was the Liver-
pool Cotton Association not the ICA and it was 
the ‘Liverpool Dinner’ not the 'Annual Trade 
Event'. Liverpool is a very important part of our 
identity and that should be respected. I have 
a strong connection to Liverpool and feel that 
our trade event should revisit Liverpool when 
the President and other ICA leadership sees 

that it is in the best interest of the Association, 
whether that be every other year or possibly 
less often. Not to mention my 10 year old son is 
a huge fan of Liverpool football club and he has 
never been to Anfi eld.  I look forward though to 
sharing with the membership a destination as 
soon as possible and am always open to ideas.  

RB: Would you like to make any other com-
ments for the benefi t of readers, as regards 
your forthcoming year as President?

JL: It is, needless to say, an honor and privi-
lege not only to be involved with the ICA, but 
also a member of its leadership team. I think 
everyone should look forward to an exciting 
year that will include many initiatives men-
tioned above, as well as continued efforts in 
delivering our 'Agent Training', another sold out 
‘Complete Cotton’ course, increased improve-
ments in engagement and communications and 
stringent efforts by the ICA to reduce the num-
ber of fi rms on the List of Unfi lled Awards, as 
we work to increase enforceability and help 
the ICA membership resolve disputes both new 
and old.
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 Mediation from a business perspective
Howard Davies, Cotton Outlook

Mediation has become a new buzz 
word as a way to facilitate dispute res-
olution. However, it has been around 
since before Solomon and is a form of 
alternative dispute resolution, used to 
settle disputes when two contracting 
parties are unable to settle a disagree-
ment between them. In order to reach 
an amicable voluntary agreement the 
process of mediation is applied, and the 
role of the mediator is to assist with the 
dispute resolution.

Mediator
When two companies agree to use 

mediation, a neutral third party indi-
vidual will work with the two parties in 
dispute in order to reach a ‘meeting of 
minds’ or ‘compromise’ and draft a set-
tlement agreement which details the terms of 
the resolution. This independent third party is 
known as the mediator and is jointly selected 
by the parties in dispute to aid a settlement 
of the differences raised between them. The 
mutually selected mediator does not need to 
be a lawyer, but is often experienced in the 
fi eld(s) in which the parties are claiming there 
is a dispute. In the case of the cotton business, 
the mediator will probably be a senior fi gure 
in the trade or possibly an arbitrator wearing 
a mediator’s hat. The mediator will conduct a 
hearing or hearings and go back and forth be-
tween the parties with exchanges or proposals, 
in order to reach a resolution that will be writ-
ten in an agreement. It will be recalled that 

litigation is the process of appointing lawyers 
and proceeding to court in order to resolve a 
dispute. Arbitration utilises neutral third party 
arbitrators to settle disputes, while mediation 
does not use the courts or lawyers and is there-
fore a much quicker and more cost effective 
process. 

Advantages of mediation
From a business perspective, there are a 

number of advantages to the mediation pro-
cedure, as the parties have a greater control 
over the fi nal resolution. Inevitably, there will 
be an element of give and take before a con-
sensus is reached. However, the remedy hing-
es on the fact that the parties really want to 
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reach a settlement and put their trust in the 
mediation process to bring about an amicable 
solution. Ideally, mediation will be used at the 
early stages of a dispute, but can be invoked at 
any time. Therefore, mediation generally has 
a high success rate, as the parties are willing 
participants and not conducting proceedings in 
a frivolous or obstructive manner. A mediator 
can help the parties think through the conse-
quences of not settling the problem amicably 
and the likely consequences of litigation fur-
ther down the road. The settlement document 
will be a confi dential document (much like 
an arbitration award, but unlike a legal case, 
which becomes precedent), with the details of 
agreement kept private between the parties. It 
will not be published, become a precedent or 
be accessible to competition (unless otherwise 
agreed by both parties). In helping the parties 
focus on the real issues, mediation can save 
time, even if it does in fact become the fi rst 
step toward other legal remedies. Mediation is 
a voluntary, fl exible, quick and cheaper form 
of resolution that is not bound by the laws of 
evidence, legal issues or procedures which may 
result in delays. A mediator will allow parties 
to approach the problem in a less confronta-
tional and more informal manner, compared 
with litigation or arbitration, and to look be-
hind the curtain at the relevant aspects of the 
dispute - legal representation is not necessary.  
The prospect of a quick settlement means that 
businesses will eventually devote less time and 
resources to the problem, with less impact on 
the normal day-to-day running of the company. 
Because the whole process is really non-adver-
sarial there is not the same commercial ani-
mosity that is created by legal action; business 
can continue as usual, while a solution is being 
discussed.

 The settlement agreement
A mediator does not impose a judgement, 

but will help the parties to arrive at a mutu-
ally acceptable compromise which they may 
choose to make legally binding or not. This pri-
vate document will have time scales for imple-
mentation and it is thought that in many cases 
businesses receive monies owed much quicker 
than when directed through court proceedings. 
The costs of mediation are usually shared by 
the parties. This could be an agreed upfront 
fee, bearing in mind if the route of litigation 
had been taken by both parties it would have 

resulted in costs for the claimant and respon-
dent covering their respective legal teams and 
court costs. Similarly, arbitration costs could 
have been higher, with a three party panel of 
arbitrators and costly arbitration ICA stamp 
duty.    

Will it work?
The secret of a successful mediation is co-

operation between the parties that are party 
to the dispute. They must start with the in-
tention of reaching an agreement. If the par-
ties approach the problem in an intransigent 
or uncompromising manner, then mediation is 
not going to be the best route. If one party 
is unyielding with their interpretation of the 
facts under question, then mediation is not go-
ing to work and a different resolution avenue 
will have to be taken, such as through arbitra-
tion or the courts. Both parties must be open 
to shifting their stance and through the help 
of the mediator and negotiation, move to fi nd 
some middle ground, during the mediation pro-
cess.

Looking at disagreements in the cotton 
business, much emphasis has been placed on 
arbitration though the International Cotton 
Association Limited (provided a contract has 
incorporated their Bylaws and Rules). If par-
ties have approached arbitration voluntarily, 
then mediation could be an alternative rem-
edy. However, if one party intends to ignore 
the arbitration process and has had compul-
sory representation appointed for them, it is 
unlikely that mediation is the right path to 
take, and will stumble from the outset. That 
being said, with the agreement of both par-
ties, the sort of contract issues that may be re-
solved could include different interpretations 
of contract terms, conditions, obligations or 
even the close out of a contract as the parties 
may acknowledge that a contract needs to be 
invoiced back, but just have different ideas of 
a breach date or market price, which may be 
agreed with the guidance of a third party me-
diator. 

It must be emphasised that to achieve an 
agreeable result the parties have to be open 
to looking for a solution.  It could be a minor 
or major dispute, with small or big values at 
stake, but a meeting under the direction of a 
mediator may just be the forum to clear the air 
and result in a mutually accepted settlement.
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The merchant’s role in a region 
dominated by consumption 

Bill Ballenden

Louis Dreyfus Commodities, Head of cotton for Europe, 
Black Sea and Asia

The merchant’s role in a region 
dominated by consumption 

If we look at the cotton world then the 
last few years have shown us that consump-
tion overall has suffered a setback, driven of 
course by a surge in prices that encouraged 
many consumers to change their cotton/MMF 
blend away from cotton. However, that down-
ward trend in consumption masks an interest-

ing juxtaposition: that of the 
rise of consumption outside 
China.  The ‘hangover’ of the 
China cotton policy continues 
to have an effect on the Asian 
spinning market.

Merchants had spent the 
previous several years in-
creasingly focused on build-
ing businesses that had China 
playing a dominant role, at 
the expense of business de-

velopment elsewhere. While China continues 
to be the world’s powerhouse consumer, the 
fact of the matter is that Chinese consumption 
has been falling year-on-year while countries 
such as Pakistan, India, Bangladesh, Indonesia 
and Vietnam have been steadily increasing con-
sumption. How does this affect a merchant’s 
sales strategy after so many years of Chinese 
growth? 

The answer may be an obvious one, but that 
does not make it easy. 

Firstly, the merchant should understand 
their role in the consuming market. Along with 

the growth of the internet has come the ability 
to shrink the world and allow consumers and 
producers to fi nd each other, if they so wish. 
And yet, most consumers will prefer to buy 
their raw cotton through a merchant. The pri-
mary reason for this is trust. A good merchant 
will have spent years building a supply chain 
that is both effi cient and reliable, and will 
treat sanctity of contract as an absolute foun-
dation of good business practice. Merchants 
will also target mills that have the same sense 
of contract sanctity.   Not all merchants have 
the same reputation in every destination and 
it is therefore important for the merchant to 
invest time and money in building trust in each 
and every one. Given that many merchants are 
selling outside of their home markets, this has 
traditionally involved extensive travel. How-
ever, more and more, merchants are opening 
offi ces either in or close to these consuming 
hubs in order to better understand the local 
idiosyncrasies. The future is a sales team who 
know the mills and visit the markets monthly 
rather than annually, or perhaps are based lo-
cally. Only then can a merchant say that they 
have really gone the extra mile to build trust 
in a local consuming market.  Having that trust 
and understanding with the mill community is 
paramount in building the supply chain. 

Each consuming market has its own charac-
ter and requirements. It would not be fair to 
say that the reasons for success in China are 
also the perfect recipe for success in Viet-
nam or Bangladesh. It is therefore of utmost 
importance that the agent or marketers that 
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make the sales for the merchant are from the 
same locality or community as the customer. 
Terms and expectations differ enormously, for 
instance, between Southern India and Korea, 
or between Pakistan and Indonesia. If the mer-
chant cannot talk to a mill in a manner that 
makes sense locally, they are not going to get 
the bid, let alone make the sale. The merchant 
must understand the needs of each mill in or-
der to satisfy their requirements fully.

This leads into something for which 
the merchant community is often criti-
cized, which is prompt communication 
and execution. If the merchant gets 
the local representation right, there 
should not be a communications break-
down. And if the merchant has built lo-
cal trust, then it must be on the back 
of a history of reliable and professional 
execution.  Sometimes making the ac-
tual sale is the easy part.  The true test 
comes in the service and execution el-
ement.  As the cotton world changes, 
service is something that has become 
the buzz word for the consumer.  Ser-
vice can come at a price.  Buying the 

cheapest price may mean you get the cheapest 
service.  Merchants must focus on the service 
element of their business today. Therein lies a 
lesson for all consuming markets to trade with 
suppliers they both know and trust, and with 
whom they can communicate effi ciently. Once 
again, this trust and communication is more 
and more to be founded on regular visits, lo-
cal knowledge and good representation. It is 
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not good enough to turn up once a year from 
Europe or the US. 

As these consuming markets grow, the 
merchant must adapt and gain intimate local 
knowledge, and get closer to the customer to 
understand their needs. 

But the change does not stop there. As the 
merchant gets to know the customer (generally 
a mill) better, the conversation matures and 
becomes more than just a discussion over price 
and terms. The relationship starts to go deeper 
and the merchant is now being asked to help 
manage risk. This requires a degree of trust 
that goes beyond anything mentioned above. 
Risk can take on many forms; it can be that the 
mill does not want to risk fi nding suppliers that 
do not have a proven track record, that the 
mill wishes to manage inventory and fi nance, 
or it can simply be that the mill wants to know 
what the merchant believes price direction will 
be. If a mill should require this type of service, 
they must choose to trade with a merchant who 
is a proven and tested risk manager. To allow 
the relationship between mill and merchant to 

take such a direction, each party must already 
have built a very deep trust - and must be-
lieve that this trust will stand the test of time. 
Sound a bit like the difference between dating 
and marriage? That is a fair analogy. When a 
merchant is asked to commit so much of their 
proprietary knowledge or fi nancial acumen, 
the response will not be given lightly. 

 So the merchant has to get closer to the 
consuming market, but also be prepared to 
redefi ne their relationship with the customer, 
once that proximity bears fruit. All of this re-
quires signifi cant investment. Getting close to 
a customer does not happen overnight. The 
new growth markets might be huddled into a 
couple of distinct clusters, but they are still 
geographically far apart and culturally and lin-
guistically different. However, in standing still 
we move backwards, so there is no choice but 
to make the leap forward and build businesses 
that better understand these markets, bring 
the merchant closer to the individual needs of 
their buyer, and build local teams and repre-
sentation who can translate these needs into 
profi table business decisions for both parties.





Page 26

Guilt Free Shopping
Dr. Mark Sumner,

Sustainability; Retail & Fashion School of Design, University of Leeds

Over the past few years we have started to 
see a subtle but defi nite change in the way the 
apparel industry is managing itself. In particu-
lar there is a growing number of proactive, and 
some would describe responsible, retailers and 
clothing brands developing a new type of busi-
ness strategy; strategies that are long term in-
vestments for the future which involve a great 
deal of collaboration with their competitors. 
The impetus for this signifi cant investment and 
not to mention the unusually high level of col-
laboration between rival companies has been 
the recognition that these brands believe the 
industry should and must improve its sustain-
ability credentials to ensure the long term vi-
ability of the industry. 

But what is driving these brands, who are 
normally so competitive, to sit in the each oth-
er’s offi ces to discuss the toxicological impacts 
of the dyeing process, deforestation issues as-
sociated with leather production, animal rights 
for angora rabbits and of course the long term 
sustainability of cotton cultivation? There are 
many answers to this question; collaboration is 
needed to create critical mass within the mass 
market, collaboration is needed to pool knowl-
edge, collaboration is needed to leverage ac-
tion within the supply chain. There are many 
other reasons why these brands are working 
together to progress the sustainability agenda, 
but the one fundamental motivation driving 
these brands is their customers. Let’s be clear 
that the driver for greater sustainability is not 
a result of customers asking brands to be more 
sustainable, in fact, recent research has shown 

it is more likely that consumers are totally am-
bivalent to the complexity of sustainable fash-
ion. 

What is more important to the consumer is 
enjoying their shopping experience. For many 
consumers, especially those in the developed 
nations and middle classes, shopping is not 
done out of necessity. In the majority of cases 
they are shopping for pleasure. In modern so-
cieties around the world fashion and shopping 
for clothes is a pastime, a way of enjoying the 
company of friends, an experience to savour. 
This is why stores and shopping malls around 
the world are becoming more and more like 
theatre, like theme parks for a thrilling shop-
ping experience.

But how can a consumer enjoy their shopping 
experience if they are being told the clothes 
they are buying may contain harmful chemicals 
that cause skin irritation or worse, long term 
health issues, or the garment is made of wool 
from a sheep that was mutilated and beaten 
during shearing, or the cotton was picked by 
children who were forced out of school by their 
government. Information like this makes shop-
pers feel guilty, and drives them away from 
brands that may be associated with these prob-
lems. One major US brand received 200,000 
twitter attacks from its own customers within 
days of the brand being allegedly associated 
with a supplier polluting rivers in China. 

There are a number of long term factors 
driving brands to work so hard to deliver their 
sustainability strategies, but one of the fun-
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damental motivations is to deliver a guilt free 
shopping experience for customers. Compa-
nies know consumers will show loyalty to their 
brand if they can continually deliver that ex-
perience. 

So what does this mean for the cotton in-
dustry; is the guilt free shopping experience a 
problem that the retailer community have to 
resolve and cotton growers, traders and pro-
cessors can ignore? Does the responsibility lie 
only with the brands, so garment factories, 
dyehouses, fabric mills, spinners, ginners, fi -
bre manufacturers and the cotton farmers can 
operate in isolation of consumer demand? 

To answer these questions it might be in-
teresting to consider what has happened in 
other fi bre markets, where recent events have 
shaped the future directions of these markets 
and have started to alter the way in which the 
supply chain interacts with brands and ulti-
mately the consumer.

Between 2005 and 2010 there was a con-
certed campaign by a number of NGOs and ani-
mal rights charities against the wool industry, 
regarding the issues of live transportation of 
sheep and the management of blowfl y. As the 
campaign developed, its scope expanded and 
retailers and brands were attacked for their 
use of wool, attacks which involved media sto-
ries and demonstrations outside stores. At the 
time it was virtually impossible for the brands 
to know if the wool they were using was associ-
ated with these issues; there was a complete 
lack of transparency through the wool supply 
chain. For some brands the only way to protect 
their reputation, and provide their consumers 
with the guilt free shopping experience they 
wanted was to ban the use of wool. 

In 2012, a number of brands were un-
der pressure from campaigners who believed 
they had found a link between force feeding 
geese for foie gras production and the use of 
feather in outerwear and fi llings for bedding. 
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Part of their tactics was to use YouTube clips 
to show consumers what force feeding looked 
like and the impact it had the animal’s wel-
fare. Although the supply of feather from foie 
gras production is a very small proportion of 
the overall feather market, the problem for 
the brands was they couldn’t prove where they 
were getting their feathers from; there was a 
high degree of opaqueness in the supply chain. 
They just couldn’t be certain if their products 
were associated with foie gras production. 

More recently, quite horrifi c images show-
ing how angora rabbits in a Chinese rabbit farm 
were being ‘de-haired’ were brought to the 
public’s attention early this year. The images 
had an immediate negative impact on consum-
ers’ impressions of the angora industry. Again, 
the problem for brands was they didn’t have 
the visibility through the supply chain to prove 
they were not using angora from this farm. So 
their only option was to ban the use of angora 
permanently from all their products. Only time 
will tell what impact this will have on the an-
gora fi bre market.

But what has this got to do with cotton and 
the multi-billion dollar businesses involved in 
growing and trading this white fi bre? 

It is well recognised that growing cotton in 
a responsible manner can mitigate many of the 
sustainability challenges facing the industry. 
Many of the social, environmental and ethical 
problems that have been associated with cot-
ton (and other agricultural cash crops includ-
ing coffee and tea), can be avoided through 
the use of well managed programmes, such as 
BCI to name just one, where farmers are sup-
ported and encouraged to use best practices 
for cotton cultivation. Interestingly a number 
of international traders are working closely 
with retailers, brands, NGOs and civil societies 
to facilitate and support such programmes to 
improve the long term sustainability of cotton. 

However, there is still a considerable pro-
portion of cotton production around the world 
that is considered by NGOs, the media and 
consumers to be unacceptable. Social issues 
are high on the list of challenges faced by cot-
ton agriculture; problems such as child labour, 

bonded labour, gender inequality, lack 
of suitable health and safety provision, 
not to mention poor pay for farmers 
and their families. The environmen-
tal impacts of cotton cultivation often 
have local as well as global repercus-
sions. The problems associated with 
water scarcity and the use of irrigation, 
the degradation of soil health and bio-
diversity and the indiscriminate use of 
pesticide still affect cotton cultivation 
in many parts of the world.

And because these areas of poor 
practice still exist we should expect in 
the near future the cotton industry to 
be attacked in the same way the wool, 
feather and angora industries have 
been attacked. But for cotton the story 
won’t be about animals, for cotton the 
story will be about people, families and 
children, which for most consumers is a 
much more emotive subject. How will 
retailers and brands respond to these 
attacks? 

The response will be determined by 
whether brands can prove to their con-
sumers that the cotton they are using is 
‘better’ cotton, that the cotton in their 
products is grown in a way that mini-

Main sales markets include China, Taiwan, 
Indonesia, Thailand & Pakistan.

One of the largest Cotton Yarn dealers to China.

Dealing in all varieties of American, Australian, 
Indian, Egyptian, African, Brazilian, Pakistani, 

Uzbek & Sudanese Cotton.

Exporting Cotton Linter & Cotton Wastes to China.

The pioneer of Textile Raw Material Sales to China
Branch Offices: Hong Kong, Karachi & Mumbai

www.keywintradingltd.com
Head Office: 

Unit 3-5, 25/Floor, Arion Commercial Centre, No. 2-12 Queen’s Road West, Hong Kong
Tel: (852)2541-4366   E-mail: farooq@keywin.com.hk / info@keywin.com.hk

Shanghai Office:
Room 1703, No. 2067,
West Yan’an Road, 
Changning District, 
Shanghai, China
Tel: 0086-20-81366470
E-mail: info@keywin.com.hk

Guangzhou Office:
702, Times International
No. 187 Dong Feng Xi Road,
Guangzhou, 
China
Tel: 0086-21-60326885
E-mail: sajjad@keywin.com.hk

Karachi Office:
Room 408, 4th Floor
Masgriq Shopping Centre,
Block 14, Gulshan-e-Iqbal, 
Karachi,
Pakistan
E-mail: info@keywin.com.hk

Keywin Trading
Limited

Exporting Raw Cotton to the
world markets. 

Since 1982, 1982





Page 32

mises environmental impacts, and has come 
from farms and projects where the farmers and 
their families are empowered and the cotton 
trade is supporting and strengthening the lo-
cal communities. The only way that brands can 
do this is to work with supply chains that are 
transparent. 

Transparency is defi ned as something that is 
easy to see through, understand and recognise. 
Brands need transparent supply chains so they 
have the ability to see and understand where 
their cotton comes from, so they can recognise 
cotton that has been is grown in a ‘better’ way 
and avoid cotton that is associated with bad 
practices. By working with transparent supply 
chains, brands can provide consumers with the 

reassurance they need to be able to enjoy their 
shopping experience.

Much good work has been done by cloth-
ing brands and retailers, and in particular by 
their suppliers in tackling some of the biggest 
issues the industry is facing. Alliances across 
the industry and through the supply chain have 
resulted in great progress with many excel-
lent examples of best practice, with the cot-
ton industry leading the way in many aspects 
of sustainability. However, the problem is how 
to demonstrate that to the outside world, the 
media, the NGOs and the consumer. In the 
complex apparel business, where global supply 
chains operate across many borders and where 
fashion is becoming blurringly fast, how can 

brands provide the guilt free shopping 
experience that the consumer wants? 
Transparency is part of the solution, 
but to achieve the level of transpar-
ency required needs a shift in thinking 
throughout the supply chain. Only when 
the benefi ts of transparency have been 
embraced by the whole chain, from the 
brand to the supplier, to the trader and 
to the farmer, can the transformation 
happen. And maybe as a result of this 
transformation, consumers of the future 
will enjoy the experience of exploring 
these transparent supply chains to see 
where their cotton has come from?
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COTLINK 
INTERNATIONAL
is a well reputed cotton trader 
operating in Pakistan with the 
main emphasis of producing 
and exporting quality cotton 
to the world markets. We have 
two ginning factories in the 
major cotton growing areas 
of Sindh producing quality 
cotton needed by our foreign 
buyers. Our aim is to deliver 
the best to our buyers in terms 
of Quality, Quantity and 
Timely shipments. By virtue of 
our fair dealings in supplying 
the correct quality and timely 
shipments, we are enjoying 
good reputation among our 
foreign buyers.

ADVERTISEMENT

THE FPCCI BEST EXPORT PERFORMANCE AWARD 2012-2013 for export of Raw 
Cotton have been awarded to COTLINK INTERNATIONAL on 8th February 2014 by 
the Honorable Prime Minister of Pakistan Mian Muhammad Nawaz Sharif. Winning this 
award is an honor for us to flourish and enhance our market share by maintaining our 
standard of execution in 
all areas of operations 
in particular to quality 
and timely deliveries. We 
dedicate this award to all 
our valued customers/
buyers, associates, 
well wishers and every 
single person engaged 
in the cotton trade 
from “FIELD TO THE 
SPINNING MILL”. We are 
endeavoring to add more 
value to strengthen the 
economy of our nation in 
the years to come.
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World Cotton Market
Ray Butler

Managing Director, Cotlook Limited

A year ago, it was evident that cotton pric-
es had stayed remarkably fi rm, given that the 
effect of China’s various policy decisions had 
been to absorb the global surpluses that might 
otherwise have weighed on international pric-
es, and that a new regime was in prospect for 
the 2014/15 season.

That new regime is now upon us. Whilst 
at the time of writing, not all details were 

known, China’s government 
has made clear that it will no 
longer establish a fl oor price 
as it switches to a system of 
target price and direct sub-
sidies to producers. Mean-
while, despite lowering the 
auction base price for state 
reserve cotton, price expec-
tations in the internal market 
have declined much further, 
infl uenced partly by down-

ward movement in international values. In late 
July, therefore, China’s government was still 
controlling something in excess of 11 million 
tonnes of accumulated reserves and by 
the end of the month, the estimated to-
tal stock in China (government, commer-
cial and industrial stocks) was estimated 
to be more than 12.3 million tonnes, or 72 
percent more than the amount of mill con-
sumption in the 2013/14 season.

The aim of the policy change would 
seem to be to allow the internal market 
to function in 2014/15, with farmers af-
forded price protection through subsidies 

and the state playing no direct role in remov-
ing market surpluses during the harvest period 
(though state trading enterprises may well 
be encouraged to do the job instead). Among 
China’s other principal macro levers, control 
of import quota allocations remains in place 
and there is no certainty (apart from China’s 
annual WTO commitment) as to what volumes 
will be permitted during the course of the sea-
son ahead. Cotton Outlook has taken the view, 
so far at least, that China’s cotton imports will 
dip sharply for a second successive season. 

Hence, unlike the past three seasons, during 
which additions to global stocks were located 
principally in China, as a result of Beijing’s 
policy, the outlook in 2014/15 would seem to 
be for stocks to increase principally in the rest 
of the world. The effect on the price outlook 
has already been self-evident. As 2013/14 pro-
gressed, it rapidly became clear that the forth-
coming change of season would bring with it 
a signifi cant, downward adjustment in world 
prices. The differential between the Cotlook 
2013/14 and 2014/15 A Indices, when the latter 
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was fi rst calculated in early April this year, 
was 6.65 US cents per lb.  Anyone wanting 
to buy cotton that would arrive in the mill 
at fi nal destination after the late summer, 
therefore, was generally unwilling to pay 
prices related to 2013/14 crop values. The 
differential reached a peak of 9.55 cents 
during mid-June, after which prices, both 
nearby and forward, began to fall. 

That decline was predicated on changing 
views as to crop prospects, particularly those 
in the United States. Texas, the US’s largest 
producing state, is reliant on the receipt of 
rainfall. Persisting drought had led to large-
scale abandonment of cotton after planting, 
as crops perished, in the preceding couple of 
years. In 2014, however, rainfall has been abun-
dant, and though more is probably needed be-
fore the crop is fully made, some producers in 
the region anticipate bumper yields. The USDA, 
which predicted during the late spring a US crop 
of slightly over 3.15 million tonnes, revised that 
fi gure in August to over 3.8 million tonnes.

A not dissimilar scenario has unfolded in In-
dia. This year’s Southwest Monsoon, on which 
much of the country’s agriculture is dependent, 
proved slow in arriving and only covered the 
country in its entirety in early July. The pros-
pect of a sharply reduced Indian output quickly 
diminished; indeed, some observers contend 
that the area planted to cotton in some regions 
will have increased, since the optimum planting 
period for certain other crops had passed by the 
time abundant rainfall arrived. At the time of 
writing, private crop forecasts were generally 
increasing, some of them to record levels.

An abundant global supply signals a continu-
ation of downward pressure on prices, unless, 
that is, cotton consumption recovers more 
strongly than of late, something which is not 

yet readily discernible but which some esti-
mates (such as those by the USDA and the In-
ternational Cotton Advisory Committee) believe 
will result from cotton’s increased competitive-
ness with the man-made fi bres – specifi cally, 
polyester. 

In China, polyester staple prices in mid-Au-
gust were typically some six percent lower than 
a year earlier. The China Cotton Index was about 

11 percent lower but forward prices on the 
Zhengzhou cotton futures market and the 
China National Cotton Exchange showed 
substantial, progressive discounts through 
into next year’s delivery months, suggest-
ing that cotton lint supplies will continue to 
cheapen as the months progress.

Lower market prices could of course 
place cotton as a less attractive choice of 
crop for farmers in the next round of plant-
ing. This development is already evident in 
Southern Hemisphere producing countries, 
notably Australia, whose farmers are scal-
ing back their planting intentions for later 

this year. These crops, however, will not be 
available until the second half of 2015, and 
the impact of the reductions on price nearby is 
therefore muted.  

A more urgent consideration for the market 
is the probable lateness of the current crops 
in the United States and India  (and, also, in 
Xinjiang), which points to there perhaps being 
a tight supply of high grades prior to the bulk 
availability for shipment of the Northern Hemi-
sphere new crops, late in the fourth quarter 
and in early 2015. Those who have been in a 
position to market their new crop supplies ear-
ly, therefore, might have gained a short-term 
advantage over those whose crops have been 
delayed.
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Cotlook’s Production Estimates

Estimated Estimated Estimated Estimated

Yield Yield Yield Yield
Hectares Tonnes (kg/ha) Hectares Tonnes (kg/ha) Hectares Tonnes (kg/ha) Hectares Tonnes (kg/ha)

Argentina 325 150 462 550 280 509 550 280 509 480 250 521

Australia 66 132 2,000 590 898 1,522 420 885 2,108 275 525 1,909

Azerbaijan 70 35 496 32 14 438 23 15 652 23 15 652

Benin 300 125 417 150 60 400 250 120 480 250 125 500

Brazil 1,077 1,600 1,486 1,400 1,960 1,400 1,120 1,700 1,518 990 1,500 1,515

Burkina Faso 440 150 341 375 140 373 550 270 491 575 275 478

Cameroon 138 46 333 143 55 385 220 100 455 220 110 500

Chad 203 50 246 105 20 190 230 35 152 250 40 160

China 5,877 8,050 1,370 5,135 6,700 1,305 4,708 7,020 1,491 4,041 6,360 1,574

Colombia 43 27 641 39 32 824 44 30 682 45 35 778

Côte d'Ivoire 170 52 308 214 75 350 350 165 471 375 175 467

Egypt 246 226 919 157 131 832 122 98 800 158 126 801

Greece 345 290 841 230 170 739 234 300 1,282 280 295 1,054

India 9,414 5,355 569 10,910 5,865 538 11,727 6,715 573 12,250 6,630 541

Iran 119 65 547 90 70 778 110 70 636 105 65 619

Israel 11 19 1,682 4 7 1,748 6 11 1,833 6 12 1,905

Kazakhstan 195 120 615 133 60 451 140 74 524 129 70 543

Kyrgyzstan 35 31 885 26 22 863 27 23 839 27 21 766

Malawi 70 29 407 84 16 190 95 17 179 100 22 220

Mali 313 105 336 240 95 398 500 200 400 530 210 396

Mexico 111 141 1,269 116 157 1,357 130 201 1,546 177 260 1,469

Nigeria 395 98 248 250 103 412 290 38 131 300 50 167

Pakistan 3,007 1,921 639 3,115 1,915 615 2,975 2,065 694 2,950 2,150 729

Paraguay 60 21 350 25 12 480 15 6 400 15 6 400

Peru 74 56 757 33 25 750 45 35 778 45 37 822

South Africa 10 10 971 17 18 1,050 11 10 917 14 11 786

Spain 64 42 660 64 45 709 60 51 842 74 74 1,000

Sudan 52 23 442 41 11 277 55 10 182 55 10 182

Syria 193 250 1,295 172 160 930 120 120 1,000 79 60 758

Tajikistan 255 130 510 160 88 547 190 100 526 175 92 526

Tanzania 400 67 168 348 55 158 380 70 184 370 65 176

Togo 90 23 256 47 14 295 130 30 231 130 40 308

Turkey 625 675 1,080 380 450 1,184 450 480 1,067 570 650 1,140

Turkmenistan 535 290 542 550 362 658 550 340 618 545 330 606

Uganda 96 12 125 80 27 338 52 20 383 65 30 462

USA 4,245 4,182 985 4,330 3,942 910 3,100 2,811 907 4,183 3,811 911

Uzbekistan 1,450 1,206 831 1,350 908 673 1,286 885 688 1,286 880 685

Zambia 300 40 133 250 57 229 290 48 164 290 50 172

Zimbabwe 380 92 242 450 110 244 300 70 233 415 95 229

Others 919 282 949 312

World Total 32,848 26,208 798 33,383 25,408 761 32,774 25,798 787 33,796 25,873 766

World excl China 26,971 18,158 673 28,249 18,708 662 28,066 18,778 669 29,755 19,513 656

N Hemisphere 29,699 23,917 805 29,337 21,887 746 29,256 22,575 772 30,515 23,203 760

S Hemisphere 3,149 2,291 727 4,047 3,521 870 3,519 3,223 916 3,281 2,670 814

African Fr. Zne 1,722 576 335 1,330 480 361 2,293 939 410 2,393 996 416

Central Asia 2,470 1,776 719 2,219 1,440 649 2,193 1,422 648 2,162 1,393 644

2011/2012 Crop

thousands

2014/2015 Crop2013/2014 Crop

thousands thousands

2012/2013 Crop

thousands

as at September 4, 2014
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Cotlook’s Consumption Estimates

2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15

                                                                    'Thousands of tonnes

Argentina 160           165           180           155           160           155           130           130           140           140           

Bangladesh 430           450           525           675           820           790           600           760           800           830           

Brazil 950           950           1,000       925           975           850           875           900           850           830           

Burma 47             48             48             43             43             47             47             48             55             60             

China 9,500       10,600     10,500     9,300       10,500     10,100     8,500       8,050       7,200       7,800       

Colombia 95             95             100           85             85             82             75             72             75             80             

Czech Rep. 35             34             30             20             12             9               8               6               6               6               

Egypt 153           148           209           91             129           87             85             79             91             90             

Germany 62             61             48             42             37             37             34             29             26             26             

Greece 80             65             55             45             35             25             15             20             20             20             

Hong Kong 60             51             40             22             20             15             12             14             18             18             

India 3,689       3,945       4,097       3,893       4,300       4,500       4,301       4,814       4,879       5,074       

Indonesia 425           540           675           575           625           575           540           600           620           630           

Iran 125           130           130           110           125           125           130           125           120           120           

Italy 145           120           110           72             40             40             40             35             35             35             

Japan 143           130           128           90             67             65             63             60             66             63             

Malaysia 35             33             30             22             50             45             25             30             35             35             

Mexico 418           426           441           408           419           403           400           390           390           408           

Morocco 30             29             35             30             35             35             35             33             34             33             

Nigeria 78             75             62             37             20             20             20             20             20             20             

Pakistan 2,584       2,650       2,567       2,465       2,508       2,100       2,300       2,420       2,425       2,555       

Peru 90             90             95             90             88             93             95             95             90             95             

Portugal 55             50             41             38             35             28             30             30             30             30             

Russia 290           280           240           180           155           120           105           85             75             65             

South Africa 47             46             47             38             24             22             19             20             23             24             

South Korea 242           238           230           210           220           225           230           270           270           280           

Syria 184           200           180           135           180           180           180           130           100           80             

Taiwan 245           230           220           170           200           175           185           195           210           210           

Thailand 400           430           410           350           400           380           270           300           300           300           

Turkey 1,525       1,550       1,325       1,050       1,300       1,100       1,200       1,375       1,400       1,430       

Turkmenistan 70             85             85             60             85             102           110           133           145           155           

USA 1,278       1,074       998           771           773           849           718           762           784           806           

Uzbekistan 179           207           210           210           290           185           220           260           280           300           

Vietnam 165           200           240           270           310           330           330           475           575           600           

Others 847           780           688           573           504           497           491           499           498           497           

World Total 24,862     26,205     26,019     23,250     25,567     24,391     22,419     23,264     22,684     23,744     

Asia 19,573     21,182     21,127     19,218     21,424     20,516     18,671     19,481     18,923     19,955     

Indian Sub Cont 6,782       7,125       7,271       7,105       7,677       7,454       7,265       8,059       8,176       8,536       

ASEAN 1,103       1,281       1,431       1,281       1,450       1,399       1,233       1,476       1,608       1,648       

Americas 3,141       2,939       2,934       2,550       2,611       2,543       2,393       2,442       2,414       2,444       

NAFTA 1,736       1,530       1,450       1,184       1,197       1,257       1,121       1,154       1,175       1,215       

Africa 456           436           474           299           318           278           288           291           309           313           

EU27 642           526           430           316           233           208           177           170           167           166           

as at September 4, 2014
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World cotton consumption in the 2014/15 
season is expected to rise to almost 23.75 
million tonnes, according to Cotton Outlook’s 
forecasts, and thus reach the highest level 
since 2010/11. At this level, it would still be 
less than the amount used 10 years ago and far 
below the record 26 million tonnes plus record-
ed in both the 2006/07 and 2007/08 season.  
Global textiles fi bre consumption, including 
fi lament, is placed by PCI fi bres at 80 million 
tonnes.

China, the world’s largest cotton consumer, 
has experienced a roller-coaster ride in terms 
of cotton consumption over the past ten years. 
Having at in some years in the last decade wit-
nessed a total in excess of ten million tonnes, 
the annual fi gure has since dropped sharply. Our 
projection for 2014/15 assumes some recovery, 
as domestic cotton prices recoup some of their 
lost competiveness, but the total, based on our 
fi gure, will nonetheless be 18 percent below 
the amount used in 2005/06.

India, the world’s second largest cotton user, 
has, by contrast, registered steady growth in 
most seasons apart from those in which global 
economic factors held sway. Actual consump-
tion numbers, as in China, are lacking in trans-
parency, but our assumption is that 2014/15 
will see continued growth in the amount con-
sumed by mills. Its use is projected to be some 
38 percent more than a decade ago.

Despite a setback during the year of record 
world cotton prices, Bangladesh has virtually 
doubled the amount of cotton used during the 
ten-year period in question, and since most of 
it is imported, the signifi cance this market has 
gained in the world cotton supply and demand 
equation has likewise risen strongly.

Indonesia is now using roughly almost half as 
much again as in the middle of the fi rst decade 
of this century, though recent seasons have 
seen the total fall short of the record amount 
used in the season prior to the global fi nancial 
crisis.

Changes in cotton consumption in 
major markets – a 10 year history





Vietnam is the undoubted success story of 
recent years in terms of the amount of cot-
ton used, and since as in Bangladesh, little is 
grown domestically, its position as a leading 
world import market has increased commen-
surately. In 2014/15, consumption is forecast 
to reach 600,000 tonnes, more than two-and-
a-half times as much as was being used back in 
2004/05.

Uzbekistan has also registered steady growth 
since the setback that occurred as world cotton 
prices soared to their record level. The expec-
tation is that some 300,000 tonnes will be used 
in 2014/15, representing more than a third of 
domestic cotton production. The offi cial aim 
is for this proportion to grow strongly in the 
coming years as more inward investment is at-
tracted into the local industry, thus reducing 
the amount of cotton available for export sale.
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China’s cotton yarn 
imports have more 
than doubled since the 
turn of the century, 
to the benefi t of yarn 
spinners in a number 
of countries, notably 
in Asia but also fur-
ther afi eld (the United 
States, for instance, 
supplied more than 
46,000 tonnes in 2013, 
versus less than 600 
tonnes in 2000).

Cotton yarn imports grew initially as China’s 
market opened up on entry into the WTO but 
the most signifi cant stimulus was derived from 
the loss of competitiveness of China’s cotton 
spinning mills, and their restricted access to 
imports of raw cotton, following the cotton 

price hike in 2011 and introduction of the state 
reserve procurement policy for cotton that fol-
lowed thereafter. Cotton yarn imports grew by 
a massive 87 percent in 2012, and by a further 
43 percent in 2013. By the end of July this year, 
the cumulative import pace was only modest-

ly behind that of a year ago, though 
evidence would indicate a prospec-
tive shortfall will be evident over the 
2014 calendar as a whole; since May, 
monthly volumes have been lower on 
the year.

Pakistan has long been a customary 
supplier of coarser count yarn to the 
Chinese textile industry. Indeed, until 
recently, it was the principal source 
of supply every year. Like many other 
origins, imports from Pakistan have 
recorded increases in recent years, 
with the result that, in 2013, volume 
reached close to 590,000 tonnes.  

China: dependent on cotton yarn 
imports?

By Cotton Outlook’s editorial staff
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In that year, however, its position as the 
leading source of supply was lost to India, 
which has competed effectively in the coars-
er count yarn range and seen its volume more 
than double, from around 300,000 tonnes in 
2012 to over 620,000 in 2013. India has re-
tained the position as leading supplier during 
the fi rst seven months of this year.

Remarkable growth has meanwhile been re-
corded in imports sourced from Vietnam, and, 
to a somewhat lesser extent, Uzbekistan. The 
former country has been a recipient of sub-
stantial Chinese outward investment, as mills 

seek access both to world market prices for 
their raw material and to cheaper labour 
and energy costs. From virtually a stand-
ing start in the middle of the last decade, 
therefore, imports from Vietnam grew to 
almost 160,000 tonnes in 2012, and follow-
ing a dip in 2013 have so far this year out-
stripped all previous fi gures, rising to over 
180,000 tonnes.

A similar pattern, though lesser in ac-
tual magnitude, is evident in the statistics 
for Uzbekistan. China’s imports from that 
source have grown from virtually nil in the 
middle of the last decade to 40,000 tonnes 

or so during the January/July 2014 period. 
Uzbekistan, for several years now, has been 
promoting investment in its domestic textiles 
industry, in an effort to raise the value-added 
return from its cotton production, and con-
sume more of the fi bre locally.

Data for other supplying countries – such 
as Indonesia, Thailand, Malaysia – would 

show a similar development over the period 
in question, thus emphasising that China’s 
economic development and policy choices 
have brought widespread benefi t to spinners in 
other countries.

The question now is whether China’s 
change of direction as regards its support 
for cotton production will impede or en-
hance the scale of cotton yarn imports. 
Such imports are unrestricted by quota and 
are subject to varying degrees of import 
duty that are low in comparison with those 
applicable to the raw material.  It remains 
to be seen how effective the policy change 
will be in restoring Chinese mill competi-
tiveness, given that it is not merely the raw 
material cost alone that has detracted from 
it. On the one hand, if China should indeed 
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tighten (as widely anticipated) 
the limit on raw cotton imports 
in the 2014/15 season, the 
rationale in favour of choos-
ing cotton yarn imports could 
stand to be strengthened. 
Some would argue, on the oth-
er hand, that the prospective 
return to a functioning, inter-
nal commercial cotton market 
will tip the cost balance toward 
Chinese mills. The risk for mills 
elsewhere, therefore, is that 
their expanded capacities may 
be less well utilised if China’s 
appetite for yarn imports shrinks. Recently, 
Zhengzhou cotton futures forward months have 
been trading at close to 14,200 yuan per tonne 
or less – well below the price at which the gov-
ernment has sought to dispose of some of its 
reserves during the 2013/14 season, and about 

in line with international values (the Cotlook 
A Index, adjusted to Chinese delivered-mill 
terms, including sliding-scale import duty). 
Whichever course is taken, a new phase in 
China’s market development would seem to be 
around the corner. 
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In 2010 (as at July 31, the end of the 
international statistical season), China’s end-
season stocks of raw cotton were equivalent 
to around 14 percent of annual consumption. 
During the following three seasons, during 
which the state reserve procurement plan was 
in operation, China’s stocks rose dramatically 
– Cotton Outlook’s estimate at the end of 
the 2013/14 season is slightly less than a 
year earlier but still around 10.925 million 
tonnes, or no less than 1.65 percent times 
the prevailing estimated rate of domestic consumption. Cotton consumption is estimated 

to have shrunk during the four-year period 
from around 10 million tonnes per annum, 
to around 7.2 million (according to fi gures 
released in August this year by Beijing 
Cotton Outlook). 

The accumulated state reserve stock 
on July 31, 2014 was equivalent to no less 
than 50 percent of the new season’s open-
ing stock (as measured by USDA data). If 
commercial and industrial stocks are added 
to the estimated state reserve stock, the 
proportion of the world stock held in China 
was no less than 56 percent. 

China: Holding the world residual 
supply
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 Increase in staple lengths
Alice Robinson

Market Analyst, Cotton Outlook

The Cotlook A Index began life almost 50 
years ago, representing the average level of 
offering prices for the most competitive and 
widely traded cotton. In its infancy the Index 
was a measurement of shippers’ offers to mills 
of 1-1/16” lint, but this was changed at the 
beginning of the 1981/82 season to 1-3/32”, 
to refl ect the prevalence of that staple on the 
international cotton market (grade was also 

changed from SM to Middling, 
so as to capture the widest 
possible spectrum of growths 
in the Index calculation). More 
recently, given the further 
gain in the amount of 1-1/8” 
cotton traded in the interna-
tional market, and the Index’s 
purpose of being representa-
tive of the bulk of the cotton 
traded, it was announced that 
the staple length to be taken 
into consideration for the 

2015/16 Index will be adjusted to 1-1/8”.

In contrast to some other fi bre quality pa-
rameters, for which environment can be an 
important factor, staple length is determined 
primarily by genetics. The type of cottonseed 
planted, and inherent qualities therein, are 
crucial when attempting to produce a crop of 
longer staple lint. Thus, the primary method 
for improving staple length is varietal im-
provement in seed type. This can be achieved 
through various methods, including selective 
breeding and improved seed technology. Sev-
eral of the world’s largest producers – includ-
ing most of those whose cottons are taken into 
consideration in compiling the A Index - have 
increased their share of the 1-1/8” staple mar-
ket in the past few decades.

There are currently 19 origins from which 
cotton is eligible for the Index but a number of 
these are not exported in any volume at pres-
ent. Those that are include US, Indian, Uzbek, 
Brazilian, West African and Greek.

In the United States, the world’s largest 
exporter of raw cotton, staple length has 
been increasing steadily for some time. In 
2013/14, 63 percent of the crop was 36 sta-
ple or longer, and the average, beltwide sta-
ple length was 35.8. The US’s reputation as 
a net exporter is supported by that origin’s 
rigorous industry standards (for instance, 
low contamination and consistency when 
packing and transporting bales), which has 
stood it in good stead with spinners. How-
ever, a factor which cannot be overlooked 
today is the high frequency of 1-1/8” sta-
ple cotton in the US crop, which makes it 
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especially desirable for spinners wanting cot-
ton for the production of the medium and 
medium higher counts of cotton yarn. The ac-
companying chart demonstrates the consistent 
improvement in US staple length since the turn 
of the century. 

The crop in India has also improved in terms 
of staple length. The main drivers are cited 
by industry members as the introduction of 
new hybrid or genetically modifi ed (GM) seeds 
and good farming practices (achieved mainly 
through investment and education in the sec-
tor). Type J-34, for example, which had 
been classifi ed by the government as 24.5 
to 25.5 mm staple length as recently as two 
seasons ago, was in 2014 classifi ed as be-
ing between 27.5 and 32 mm. This type, as 
well as many others, has been boosted by 
the large-scale introduction of GM seeds, 
which now account for the vast majority 
of the Indian crop. The emphasis placed on 
1-1/8” varieties in the Minimum Support 
Price levels for 2014/15 is indicative of the 
shift, and even electronic markets have re-
fl ected the prevalence of longer staple lint 
in the Indian marketplace, with the coun-
try’s two major futures trading platforms, 
ACE and MCX, running contracts based on 
28.5 and 29.0 mm, respectively. 

In 2013/14, over half of India’s bumper crop 
was 1-1/8” cotton, and as the volume of India’s 
production has increased, so has the output of 
1-1/8” lint. As the world’s second largest ex-
porter, India does signifi cantly infl uence the 
volume of 1-1/8” cotton available in the inter-
national marketplace. 

In Uzbekistan, the general vol-
ume of production has declined 
slightly, owing to the transfer of 
land less suited to cotton produc-
tion to other agricultural prod-
ucts. At the same time, however, 
varietal improvements and invest-
ments in ginning have increased 
the proportion of the crop which is 
1-1/8” staple. In 2006/07, Bukhara 
8, a longer staple upland variety, 
was considered an ‘experimental’ 
seed type, and was planted on 
only around 50,000 hectares (ha). 
In 2013/14, the area planted to 
that variety had grown to almost 
120,000 ha, and similar expansion 
is observed for several seed types 
now used as standard in the Uzbek 
crop. In 2013/14, the proportion of 

Uzbekistan’s crop which was classed as 36 mm 
was 70 percent, compared with 63 percent in 
2005/06. The pace of this improvement may 
not be as dramatic as in some other origins, 
but it still represents a steady transition which 
has seen the Uzbek crop come to be considered 
as a premium staple fi bre on the international 
stage. Signifi cantly, a new range of genetically-
engineered seed types that will offer even bet-
ter technical parameters, including staple, is 
under development. 

Cotton seed varietal developments have 
brought about general improvement in fi bre 
parameters in Brazil, including staple length. 
In 2008/09, almost 23 percent of the crop was 
1-3/32”, 31 percent was 1-1/8” and almost 
40 percent was longer, according to HVI class-
ing data. Two seasons later, the comparable 
percentages were 22.3 percent, 35.8 percent 
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and 37 percent. Data for sub-
sequent years show that cot-
ton above 1-1/8” staple has 
increased from 73 percent in 
2010/11 to over 94 percent in 
2013/14 in Mato Grosso, from 
less than 48 to over 92 percent 
in Mato Grosso do Sul and from 
68 to 80 percent in Bahia. In 
2013/14, the proportion of 
1-1/8” and longer fell sharply 
in Goiás, to less than 40 per-
cent, with a corresponding 
rise in the 1-3/32” category; 
in the three previous years, 
the proportion of 1-1/8” in the 
state was above 70 percent. 

The African Franc Zone has long been a 
producer of 1-1/8” lint, and Chad and Camer-
oon in particular have increased the proportion 
of their output of 1-1/8” and 1-5/32” in re-
cent years. The introduction of types such as 
Pleb and A51 has contributed to the general 
improvement of staple length, owing primarily 
to the genetic advantages of those seeds.

In Greece, almost all of the cotton produced 
now is 1-1/8” staple, but this change has only 
been apparent in the past ten years or so. The 
adoption of new seed varieties, including ge-
netically modifi ed seeds which are resistant 
to pests and herbicides, has been the root of 
staple improvement. This has coincided with 
the decline of the domestic textiles sector, 

which has been winding down since the 
early 2000s. Consumption has fallen dra-
matically. In consequence, the importance 
of export markets has risen, and the cotton 
produced has therefore increasingly, been 
geared to meeting overseas markets quality 
requirements. 

Given the steady shift to 1-1/8” cotton 
in these and other growths which are eli-
gible for the A Index, the timing seems right 
for a switch to be made to this parameter, 
so as to maintain the Index’s position as a 
reliable barometer of world market values.

Bahia Goiás MatoGrosso
du Sul

MatoGrosso
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The future of the International Cotton 
Association

Kai Hughes

Managing Director, ICA 

What will 2015 bring? In this business, it is 
very diffi cult to predict. From the volatility of 
2010 and 2011, to a recent period of stabil-
ity, the market is starting to move downwards, 
sparking fears that we will see another increase 
in contract defaults and possibly arbitrations.

The high number of arbitrations last time 
around proved a huge challenge for us here 
at the ICA, but we are confi dent that the im-

provements we have made 
and the new initiatives we 
have planned will make our 
arbitration process fi t for pur-
pose.

Investing in arbitration 
Without doubt, the intro-

duction of our pool of chair-
men to oversee arbitrations 
is improving the consistency 
and quality of ICA awards, as 

well as speeding up the process. And on the 
subject of speed, we are currently trialling 
new software to enable arbitrators to have se-
cure, online access to their case fi les. A new 
‘extranet’ is also in the pipeline, providing ar-
bitrators with an online resource of legal and 
enforcement information, advice, guidance 
notes and updates. In addition, arbitrators will 
be expected to keep up to date and improve 
their knowledge through a programme of con-
tinual professional development (CPD). 

An increase in the number of ICA awards be-
ing challenged in English Courts has reinforced 

our plans to introduce a mutual insurance pol-
icy for members to help cover legal costs. Ini-
tial feedback indicates that there is interest, 
especially from smaller fi rms and arbitrators. 
Further consultation is needed and we will be 
working on this over the coming months.

Strengthening the ICA community 
Our President, Mohit Shah, has made it clear 

that effective engagement and communication 
are high on our agenda. This is vital if we are 
to grow and strengthen the ICA community, and 
we are looking at ways to improve - starting 
with a new website that will be more interac-
tive and allow users easier access to informa-
tion. 

Our training and workshops have proved ef-
fective in engaging the cotton community and 
we aim to increase the number of courses we 
run, with some leading to a recognised qualifi -
cation, accredited by a UK university. We also 
want to make better use of technology via we-
binars and videos to reach a wider global audi-
ence. 

Another initiative we are working on is an 
‘ambassador scheme’, where selected ICA 
members will pro-actively promote ICA mem-
bership in their locality through training, work-
shops and visits.

Reaching an amicable solution 
One of the biggest initiatives we will be 

working on this coming year is ‘mediation’. It 
is becoming increasingly evident that more and 
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more fi rms would welcome mediation as a 
way of reaching an amicable solution to an 
outstanding dispute - in fact, some fi rms 
fi nd it culturally more acceptable to go 
through a process of mediation before re-
sorting to arbitration. We believe that the 
introduction of a mediation process will not 
only reduce the list of unfulfi lled awards, 
but also go a long way to prevent disputes 
escalating to the point of arbitration in the 
fi rst place. The ICA directors have given 
their approval to the concept and work is 
already under way to develop the process 
and train a number of mediators to inter-
national standards via the Centre for Effec-
tive Dispute Resolution (CEDR).  

We promise to keep members updated on 
progress, but we would welcome members’ 

thoughts, suggestions and input - after all, the 
ICA belongs to you and we want you to be able 
to play a part in shaping its future.

We     ready for just
about anything.
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Organisation Country Category

Abou Madawy Co for Cotton Trading Import & Export Egypt Principal Firm (Merchants)

Arenco Limited Bangladesh Agent

Bhanero Textile Mills Ltd Pakistan Principal Firm (Producers & Mills)

Biosustain Tanzania Ltd Tanzania Principal Firm (Producers & Mills)

Blessed Textiles Ltd Pakistan Related Company

Changyi Lijing Textile Co Ltd China Principal Firm (Producers & Mills)

Changzhou Hangyuan Cotton-Hemp Co Ltd China Principal Firm (Merchants)

China SDIC International Trade Co Ltd China Principal Firm (Merchants)

Cucala Consultoria Brazil Affiliate Industry Firm

Cynox Co Ltd Hong Kong Agent

Delcot Enterprises Ltd Bangladesh Agent

Ecom Agroindustrial Asia Pte Ltd - Dhaka Liaison Office Bangladesh Related Company

Ellcot Spinning Mills Ltd Pakistan Related Company

ETG Parrogate FZC UAE Principal Firm (Producers & Mills)

Faisal Spinning Mills Ltd Pakistan Related Company

Hunan MM (Cotton & Bast-Fibre) Corporation Ltd China Principal Firm (Merchants)

International Cotton Agency (ICAL) Limited United Kingdom Agent

Jiangsu Guotai H&B Co Ltd China Principal Firm (Merchants)

JMD Estates Ltd United Kingdom Affiliate Industry Firm

LDC Tarim Urunleri Ticaret Limited Sirketi Turkey Related Company

Mahmood Textile Mills Ltd Pakistan Principal Firm (Producers & Mills)

Mahmud Denims Ltd Bangladesh Principal Firm (Producers & Mills)

Mohana Cotton Ginning (P) Ltd India Principal Firm (Producers & Mills)

Nagina Cotton Mills Ltd Pakistan Principal Firm (Producers & Mills)

Pahartali Textile & Hosiery Mills Bangladesh Principal Firm (Producers & Mills)

Reinhart Australia Pty Ltd QLD Australia Related Company

Sapphire Fibres Limited Pakistan Principal Firm (Producers & Mills)

Shandong Guoguan Textile Co Ltd China Principal Firm (Producers & Mills)

Shanghai Textile Raw Materials Corporation China Principal Firm (Merchants)

Shanghai Xinlang International Trading Co Ltd China Related Company

Sindh Agro Industries Pakistan Principal Firm (Producers & Mills)

SKY EGYPT For Import & Export Egypt Principal Firm (Merchants)

Square Textiles Limited Bangladesh Principal Firm (Producers & Mills)

Suining Hongfeng Textile Co Ltd China Principal Firm (Producers & Mills)

Supriya Spinning Mills (P) Ltd India Principal Firm (Producers & Mills)

The Cotton Corporation of India Ltd India Principal Firm (Producers & Mills)

The Cotton Trade India Co India Agent

Xinjiang Esquel Textile Co Ltd China Principal Firm (Producers & Mills)

Zhangjiagang Academy of Inspection and Detection China Affiliate Industry Firm

Zhangjiagang Free Trade Zone WorldWay I&E Co Ltd China Principal Firm (Merchants)
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ICA welcomes new members
ICA membership is open to bona fi de participants in the cotton trade, whether buyers or 

sellers, and ancillary industries from downstream textiles to service suppliers. Those who have 
joined the ICA during the past twelv e months (from September 3, 2013 to September 2, 2014) 
are listed below:
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Quality begins 
with your 
choice of fiber.




