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THE COTTON SECTOR IN THE OIC COUNTRIES: PROBLEMS AND POSSIBILITIES OF COOPERATION

1. Introduction

Cotton is an important commodity. According to Estur (2004), “cotton is grown in more than 100 countries on about 2.5% of the world’s arable land,” and over 150 countries are involved in cotton trade. Furthermore, its production is closely linked to development efforts of many African countries. “35 out of 53 African countries produce cotton and 22 are exporters.” 

There are some major cotton producing and exporting countries among the OIC members. According to the latest available data from the USDA Foreign Agricultural Service, there are 4 OIC member countries among the top ten producers: Pakistan (#4), Uzbekistan (#5), Turkey (#7), and Syria (#10). Total share of all OIC countries in total world output is around 27%. Five of the top-ten exporters are also OIC members, namely Uzbekistan (#2 with 10.7%), Burkina Faso (#7), Mali (#8), Syria (#9) and Kazakhstan (#10). On the other hand, four of the top-ten importers of cotton are also OIC members, namely Turkey (#2 with 7.7%), Bangladesh (#3), Indonesia (#4), and Pakistan (#7)
.

Cotton is a major export commodity for many West African countries. For example, the share of cotton exports in total merchandise exports is 43.9% in Burkina Faso, 39.1% in Benin, 32.2% in Chad and 29.5% in Mali (Baffes, 2004). The OIC sub-Saharan African members account, together, for 11.3% of total world exports of cotton. Thus, as a group, they considered as the second largest exporter of cotton, following the US (40%).
 Cotton exports also constitute a major share of the GDP in some of these countries: 7.1% in Benin, 6.7% in Mali, and 5.1% in Burkina Faso (Baffes, 2004). 

Despite this heavy dependence on cotton as a major source of export revenue, yields in these countries are among the lowest in the world. According to the USDA, the world average yield in 2005 was 722 metric tons per hectare harvested. In the same year, the yield in some OIC sub-Saharan African members was, for example, 202 in Chad, 229 in Nigeria, 399 in Mali, 408 in Benin, 411 in Cote d’Ivoire and 467 in Burkina Faso. Moreover, most of these countries are low income countries, some with GDP per capita below $500 in 2002: $426 in Benin, $268 in Burkina Faso, $238 in Chad, $282 in Mali, $410 in Nigeria, $393 in Sudan, $305 in Togo and $242 in Uganda
. In contrast, some OIC countries in other regions are found to be among the countries with the highest yields in the world. These are: Syria with 1452, Turkey with 1288, and Egypt with 738
.

The volatility in world cotton prices is one of the major problems facing cotton exporting countries, particularly the poor ones in sub-Saharan Africa. According to Estur (2004a), it is common for the annual average prices to deviate 5% from its five-year average. Among the reasons for low cotton prices are the distortions introduced by the support payments of developed countries to their own cotton producers as well as the declining share of cotton in world textile consumption. 

The Action Plan for the OIC Cotton Producing Countries’ Cooperation Development Strategy (2007-2011) adopted in October 2006 aims to enhance cotton productivity in those countries through enhancing cooperation among them in various cotton-related areas. A history of earlier attempts and decisions has been summarized in the Action Plan. 

This paper attempts to shed light on the challenges facing the OIC cotton producing member countries, particularly those in West and Central Africa and elaborates on some possible ways of cooperation among them in this important sector. In so doing, the paper provides a basic economic analysis that could help to understand the general frame of such cooperation.

2. How to Cooperate?

The Action Plan identifies five areas of cooperation: i) enhancing productivity and production techniques, ii) strengthening member countries’ structural capacity and organizations, iii) developing the field of specialization, iv) marketing, trade and international competitiveness, v) arranging finances for the activities 

Most of the activities suggested under these headings would require a close knowledge of the sector in all its aspects: from production in the field to the appropriate method of classification, to the kind of articles that would be helpful in a periodical journal. As such, cooperation must be among the producers and traders of cotton. In other words, the OIC should prepare the ground for a fruitful cooperation among private parties, and let them discover in what ways they can cooperate in a mutually beneficial way. Practitioners, or their representatives in their national/regional associations, already know the most challenging problems, and they should be able to take advantage of such an opportunity.

As cotton is an important commodity in the world, there are many international entities that represent the interests of cotton producing/trading parties. One of the major associations trying to facilitate cooperative action is the International Cotton Advisory Committee, ICAC. It provides cotton statistics, makes predictions about the future trends in the cotton market and represents the cotton industry before the international organizations. ICAC has currently 42 member countries, 16 of which are also OIC members
. The Government of Turkey, an OIC member, will be the host of the 66th Plenary Meeting of the ICAC in October 2007. The ICAC is also active in disseminating the results of Research and Development on cotton. Its activities include Cotton School and World Cotton Research Conference as well as workshops and seminars. 

Most of the OIC cotton producing countries are also members of various regional cotton associations such as the Committee for International Co-operation between Cotton Associations (CICCA), the Association of African Cotton Producers (AProCA), Cotton Africa and African Cotton Association. Some of these countries have also their own cotton associations such as Pakistan Cotton Ginners' Association, Izmir Mercantile Exchange in Turkey, Alexandria Cotton Exporters Association in Egypt, etc.
The existing international cotton associations collect statistics on cotton production, consumption, trade, stocks, etc. They also produce studies on several cotton related issues. In order to facilitate cooperation among cotton producers/traders, the OIC may encourage the establishment of a similar association among the OIC cotton producing member countries. Such an association should not replicate what has already being done by the existing cotton associations, but it should focus on the unique problems for its members and possible venues of cooperation among them. For example, the possible alliance/association could ensure the participation of some members in various workshops and seminars, and sharing their insights with other members even if not all member countries can afford participating in such activities. 

Such an organization should be in close contact with national cotton associations in order to have the most impact on member countries. The suggested association could be formed as an alliance of these national/regional associations in order to prevent duplication of efforts, and also to have a better access to the network of producers/traders. 

Actual cotton traders and producers should lead the way in determining the issues of cooperation among the members. The role of the OIC could be to facilitate cooperation among members by initiating such an alliance in consultation with the practitioners in the field. Such an alliance may, at the earlier stages, need financial support from the OIC and other regional financial institutions.  

The rest of this paper offers a basic economic analysis that could help to understand the general frame of cooperation in cotton sector among the OIC cotton producing member countries. 

3. The Economics of World Cotton Markets: Implications for Cooperation among OIC Cotton Producing Countries

Most literature that focuses on the problems facing West African cotton producers lists three factors as the most crucial: a) distortions introduced by the US and China through support payments to their domestic producers, b) the increase in yield in other countries, and c) the shift from cotton to synthetic fibers. There is also some mention of d) implementing testing and classification procedures, and e) problems with developing sectors that use cotton as an input. This section looks at these issues using a basic economic analysis.

The two most critical variables for cotton producers in developing countries are the world price of cotton, and how much they will be able to sell at this price. The market price and the quantity that is traded on the market could be understood by referring to a simple supply-demand analysis. The demand for cotton is inversely related to its price: as the price of cotton rises, the quantity demanded of cotton will decrease as people substitute other fabrics (synthetic or natural) for cotton. On the other hand, the quantity supplied will be positively related to the price: as the price rises, more resources will be devoted to the cotton production, and the output will rise. The market price will be such that quantity demanded will be equal to the quantity supplied. A graphical analysis of this is also presented in Figure I in the Graphical Appendix. 

It is also possible to represent the producer welfare using this basic analysis. The supply curve represents the costs of producing each additional unit, and hence the minimum price producers are willing to accept to trade an additional unit. However, most trade takes place at the market price, and hence producers are able to earn something more than the minimum that would induce them to produce all infra-marginal units. The sum of these differences between the market price and the minimum price sellers are willing to accept would be an approximate measure of the producer welfare in the market. The producer, whether we are talking about a single producer or a country, will be better off as the producer surplus gets larger. 

An increase in the market price will enlarge producer surplus due to two reasons: i) producers obtain a higher price for all the units they are selling, ii) they find it worthwhile to sell more, and obtain more profits from doing so. Thus, an increase in the market price benefits producers, and hence it is possible to relate the welfare of sellers to the market price. 

Although, combined together, West and Central African countries account for a sizable portion of the world cotton market, the two major players in this market are the US, as the principal exporter with an export share of 40%, and the People Republic of China, as the principal importer with an import share of about 44%. Hence, it is reasonable to assume that the OIC cotton producing countries will not be able to influence the world prices, and behave as “price takers.”  In other words, they have to sell their output at the world market price for the comparable quality. If they ask for more, then cotton consumers would rather purchase from other producers instead of paying more to the West African producers. Furthermore, there is no reason to ask for less than the market price since their output is not such a significant portion of the world output
.

Any changes in the structure of the demand relation or supply relation will also change the market price, and hence affect the producer welfare. For instance, if buyers are willing to pay more for the commodity, then the market price rises. Conversely, a decrease in demand, for instance due to a shift to synthetic fibers, will decrease the world price of cotton, and hence the producer welfare.  Similarly, changes in supply will also affect the market price. For instance, due to the availability of superior technologies or government support, producers may be willing to produce more at a given price, and this reduces the market price. 

This suggests that a decrease in world market price, due to either a decline in world demand for cotton or an increase in supply of cotton, will change the demand faced by the OIC cotton exporting countries, and hence their economic well-being. If the world price rises in response to changes in world demand or supply, producers will be better off while a price decrease will make them worse off. Figure IV in the Graphical Appendix illustrates the impact of global market changes on individual producers. 

In the light of the above basic review of the supply-demand analysis, now we can look at the factors that will cause the world price to decline, and elaborate on the ones that offer a more promising venue for cooperation among the OIC countries. 

3.1. Distortions in the Cotton Market 

Many developed countries, most notably the US, but also the EU and China offer generous subsidies to their cotton producers. According to Poonyth, et al (2004), annual transfers to farmers constitute 60-80% of farmers’ revenue in the OECD countries. The proportion of total production that benefits from subsidies amounts to 75% of total production in the US and China. Baffes (2004) notes that “EU cotton producers received more than twice the world price of cotton.” According to OXFAM (2002), “America’s cotton farmers receive more in subsidies than the entire GDP of Burkina Faso” and “three times more in subsidies than the entire USAID budget for Africa.”

Subsidies offered to producers, whether domestic production subsidies or export subsidies, makes it more profitable to produce, and domestic farmers produce more cotton. When these policies are implemented by a large country that produce 20% of the world output such as the US, there will be a considerable rise in the world cotton production, and a corresponding decline in the world cotton price to prevent a rise in stockpiles of cotton
.  This, in turn, reduces the revenue that could be obtained by the OIC producers of cotton in their cotton exports. For net-exporters of cotton, such as Benin or Burkina Faso, this also reduces the national aggregate welfare. In 2003, four West African countries (WACs), namely Benin, Burkina Faso, Chad and Mali took this case to the WTO. They claimed that subsidies resulted in income losses of $250 million in these countries, with combined effects $1 billion per annum. They called for a timetable for the elimination of distorting subsidies, and suggested that a compensations scheme be established in order to alleviate worsening poverty in these countries as a result of the US and EU subsidies (Poonyth et al, 2004, and Goreux, 2004).

Several simulation studies tried to estimate the impact of domestic subsidies on the world market price, the producer welfare in the African countries as well as on their export revenue. Simulation results in a study by Poonyth et al (2004) suggest that elimination of all subsidies would result in a 3.1% increase in the world price of cotton, 66% of which due to the removal of US subsidies. The four WACs are expected to earn extra $35-$100 million in export revenues from cotton. A study by ICAC (2002) suggests a larger impact on the world price, a 10% increase, from the removal of US subsidies. Similarly, Sumner (2003) looks at the impact of US subsidies. He concludes that removal of all US subsidies would reduce US output by 27% and US exports by 43%. The resulting increase in the world price will be 11.6%. 

In short, there is no doubt that distortions introduced by the US and EU suppress the world cotton price, and hurt the cotton exporting OIC countries. Aforementioned studies differ only in terms of the exact quantities involved, and that usually depends on some modelling assumptions regarding the price responsiveness of supply and demand. 

What can OIC do to alleviate the loss of cotton exporting members? Is there a common ground among the members? 

As mentioned above, three of the top-five cotton importers are the OIC countries: Turkey, Bangladesh, and Indonesia. Another member, Pakistan, is also among the top-ten cotton importers. Although cotton producers in these countries will enjoy an increase in world cotton prices as much as the producers in the West African countries, cotton consuming sectors in these countries will suffer more from an increase in world cotton prices. Hence, these countries may not have much incentive to challenge the statuesque. The OIC members, combined together, export more than they import, and cotton-exporting members are among the poorest. Hence, it is appropriate for the OIC to be in support of the removal of trade-distorting practices by the US and the EU. However, given the conflict of interest, and also the abundance of the advocates of the removal of subsidies across the world, from the ICAC to the OXFAM, trying to pressure the US and EU to remove the distortions is not likely to be the most productive use of the OIC resources.  

3.2. Improvement in Yield 

According to Estur (2004b), the world average yield rose from 230 kilograms per hectare in the 1950s to above 700 kg/ha in 2005. An improvement in the yield of most countries will increase the world supply of cotton, and reduces the world price, similar to what a domestic subsidy does. As a result, producers in the lagging countries suffer a decrease in the price they receive as well as a decrease in their market share.
 In order to regain their market share, these lagging countries must improve their productivity. 

According to the 2005-2006 USDA statistics, two OIC countries, namely Syria and Turkey, are among the top-five countries in terms of their cotton yield (kilograms per hectare)
. While the world average yield is 722 kilograms per hectare harvested, corresponding numbers in Syria and Turkey are 1452 and 1288, respectively. Both of these countries are also among the top 10 producers of cotton. On the other hand, most OIC countries’ yields are significantly below the world average: 202 kg/hectare in Chad, 399 kg/ha in Mali, 408 kg/ha in Benin, etc. 

Given the fact that both some of the best performing countries and some of the worst performing ones are the OIC members, there must be some room for cooperation in this regard. An alliance of the OIC member countries’ national cotton associations may help poor performers enormously. At the same time, it may enable best practices to be disseminated from each of the best performing OIC members to the others. The most productive venues of cooperation in improving yield could be best determined by the practitioners looking at specific production requirements of each country such as fertilizer use, seed quality, irrigation techniques, etc. 

However, in this respect, it is worth mentioning that behind the increases in productivity in cotton production are the developments in the field of biotech cotton. The benefits of biotech cotton range from high yields to low costs to lower environmental impact. Some examples are cotton varieties more resistant to insects, those that have more efficient use of water, varieties with a more efficient photosynthesis or varieties that inhibit oil synthesis.
 According to an expert report provided by the ICAC (2004), there are no identified risks to human health, but significant benefits, “particularly for resource poor farmers in developing countries.” Genetically engineered cotton is gaining ground across the world. In 2003/04 season, 21% of the world cotton area was devoted to biotech cotton (ICAC, 2004), and biotech cotton varieties are expected to account 50% of cotton production by 2008/09 (Estur, 2004b). 

The proposed alliance of cotton associations of OIC countries may weigh any potential risks versus benefits for the member countries. The cooperation in this respect may help reduce the cost of learning and implementation, especially in regions with similar natural environments.

Another possible area where OIC member countries can learn from each other is the case of organic cotton production. Turkey was the first country to officially certify organic cotton. Many of the West African countries also produce their cotton using traditional / organic methods, (ICAC, 2005). Turkish farmers and researchers may help other countries to assess the benefits versus costs of certifying their de facto organic cotton output or switching to organic cotton production. 

Syria is a successful example of how to grow cotton without relying on pesticides. According to ICAC (2006), Syrian cotton producers used insecticides in only 1% of the area where cotton was grown in 2005/06 season. This could be an area where Syrian cotton experts could show the way to cotton producers in other OIC members. These are also suggested by various publications of World Bank and the ICAC to improve productivity. As emphasized earlier, experts of cotton production could best assess fruitful areas of cooperation. The OIC could help in this effort by initiating an alliance between the interested parties.

3.3. The Shift from Cotton to Synthetic Fibers 

What determines the world demand for cotton? The most important factor in this regard is the availability of substitutes for cotton such as polyester fabrics. As the price of polyester declined over the second half of the twentieth century, this made cotton less attractive and hence reduced its demand. According to Estur (2004b), the share of cotton in world textile fiber declined from 70% in the 1950s to below 40% in 2002.
 

Cotton producers cannot slow down technological improvements in the polyester industry. Hence, in order to combat the adverse impact of lower polyester prices, cotton associations emphasize the benefits of wearing cotton and thus to shift the world demand in their favor again. The return to trying to promote cotton is small for a non-major seller of cotton as the benefits of promoting cotton will be spread to all producers of cotton, not only the one that incurs the cost of promotion. 

Although all major importers of cotton are developing countries, they account only 52% of cotton end-use (Estur, 2004b).  Developing countries purchase cotton, process it into textile products, and sell them back to the developed world. The EU is the largest import market for textiles. Therefore, cotton promotion could be best achieved by affecting the preferences of the Western consumers. Since the US is the major exporter with a 40% market share, and it is also one of the largest textile markets, cotton associations based in the US have already incentives and the advantage to do the promotion. This is something that has been done by some organizations such as the Cotton Council International, International Forum for Cotton Promotion, etc. 

Any efforts of the OIC in this regard should be limited to their domestic markets, if possible differentiating cotton produced in the OIC countries. Cotton associations or an alliance of associations do not need to involve in an expensive cotton promotion campaign in other countries. However, they may try to establish brands of OIC member countries’ cotton, if it is possible to differentiate them in some desirable ways. For example, if it is viable to certify organic cotton in West Africa, it is possible to advertise any benefits of organic cotton.

3.4. Testing and Classification 

Although individual producers cannot do much to increase world demand for cotton, they can increase the demand for their own product by improving the quality and consistency of their domestic production. The unit price of cotton depends on some characteristics of the product such as color, strength, level of contamination, etc. In order to maximize their revenue, sellers must classify their product. For example, among the points made by the Cotton Council International, trying to promote US cotton are the claims that “U.S. cotton is more likely to be free of contaminants than cotton fiber produced in other countries around the world” and “mills use USDA's High Volume Instrument classing and grading system.”

In most West African countries, cotton is classified manually. This results in some inconsistent classification, and may reduce the value of cotton (Townsend, 2005). Fiber Quality Testing may improve demand for cotton from the OIC countries. An alliance of cotton association may coordinate the switch from manual testing to mechanized testing. 

3.5. Developing Cotton-Using Sectors

Some argue that cotton-producing countries should strive for the development of a textile sector. Thus, instead of selling their cotton, and buying back more expensive textile products, they would be able to sell their textile products at a higher price. However, there are some problems with this argument. Development of a textile sector must be based on the economic viability of the sector. Although physical proximity to one of the inputs, cotton, may reduce the cost of production, this does not guarantee lower costs overall. According to Estur (2005), most West African countries suffer from the lack of skilled labor and capital, and high cost of energy and transportation. These factors raise the cost of textile production above the competitive levels. If the textile sector in these countries would not be competitive enough, it is better for the country to sell cotton to foreign consumers instead of trying to use it domestically. In short, decisions to support domestic textile sector must be done independently. 

4. Conclusions

This short paper attempts to elaborate on the Action Plan for the OIC Cotton Producing Countries’ Cooperation Development Strategy (2007-2011) adopted in October 2006 aims to enhance cotton productivity in those countries through enhancing cooperation among them in various cotton-related areas. It identifies five major problems facing OIC West and Central African cotton producing countries: a) distortions introduced by the US and China through support payments to their domestic producers, b) the increase in yield in other countries, and c) the shift from cotton to synthetic fibers, d) implementing testing and classification procedures, and e) problems with developing sectors that use cotton as an input.

There is no doubt that distortions introduced by the US and EU puts a downward pressure on the world cotton price, and hurt the cotton exporting OIC countries, particularly the poor ones in West and Central Africa. The OIC member countries, combined together, are more cotton-exporting than importing. Yet, most of the cotton-exporting OIC members are among the poorest in the world. Hence, almost all of these countries are highly affected by trade-distorting practices of the US and the EU. However, given that some of the OIC members are major importers of cotton, it could be difficult to establish a common ground among the OIC members in this regard. Furthermore, this issue is already well publicized across the world due to many organizations representing cotton interests or promoting fair trade. Therefore, trying to pressure the US and EU to remove the distortions is not likely to be the most productive use of the OIC resources.  

Promoting cotton to the textile consumers will raise the world price of cotton, and help cotton producers. However, benefits from such an activity will be dispersed to all cotton producers, in the US as well as in West Africa. On the other hand, the US has both the incentive and the advantage, being both the largest exporter of cotton and having the largest retail market for textiles, to promote cotton. Any efforts of the OIC in this regard should be limited to their domestic markets, and if possible, differentiating cotton produced in the OIC countries.

Development of textile sectors in the OIC cotton-producing countries must be assessed on its own merits. If the textile sector in these countries would not be competitive enough, it would be better for the country to sell cotton to foreign consumers instead of trying to use it domestically in an inefficient way.

The most productive areas of cooperation are improving the cotton yield in member countries and spreading the use of testing and classification instruments. Some OIC cotton-producing countries are leaders in cotton yield and some innovative techniques. Although experts of cotton production are better informed to identify potential ways of improving cooperation in this area, it is also important to enhance cooperation in other related areas such as the use of biotechnology in cotton cultivation, experimenting with organic cotton, or being less relied on the use of fertilizers. The OIC could facilitate this cooperation by paving the way for the formation of an alliance among the cotton associations in the member countries. Finally, the Islamic Development Bank may help through financing of projects that are deemed to be beneficial by cotton experts.
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Cotton Associations:

African Cotton Association: http://www.africancotton.org/index_eng.php
Alexandria Cotton Exporters Association
American Cotton Shippers' Association: http://www.acsa-cotton.org/
Association of African Cotton Producers (AProCA)

Bremen Cotton Exchange 

Committee for International Co-operation between Cotton Associations (CICCA) 

Cotton Africa 

Cotton Australia 

Cotton Council International: http://www.cottonusa.org/
Gdynia Cotton Association
International Cotton Advisory Committee, ICAC: http://www.icac.org/
International Forum for Cotton Promotion: http://www.cottonpromotion.org/
Izmir Mercantile Exchange
Pakistan Cotton Ginners' Association
Table I: 2005/2006 World Cotton Production, Top 40 Countries

	Country
	Production
	Share in World

Production

	China
	5704
	0.230

	United States
	5201
	0.209

	India
	4180
	0.168

	Pakistan
	2145
	0.086

	Uzbekistan
	1208
	0.049

	Brazil
	1023
	0.041

	Turkey
	773
	0.031

	Australia
	610
	0.025

	Greece
	430
	0.017

	Syria
	327
	0.013

	Burkina
	294
	0.012

	Mali
	223
	0.009

	Turkmenistan
	212
	0.009

	Egypt
	201
	0.008

	Kazakhstan
	147
	0.006

	Mexico
	138
	0.006

	Argentina
	136
	0.005

	Tajikistan
	136
	0.005

	Tanzania
	125
	0.005

	Iran
	115
	0.005

	Spain
	111
	0.004

	Zimbabwe
	111
	0.004

	Cote d'Ivoire
	109
	0.004

	Cameroon
	90
	0.004

	Nigeria
	87
	0.004

	Zambia
	87
	0.004

	Benin
	82
	0.003

	Sudan
	81
	0.003

	Azerbaijan
	71
	0.003

	Chad
	71
	0.003

	Peru
	60
	0.002

	Burma
	59
	0.002

	Paraguay
	57
	0.002

	Colombia
	48
	0.002

	Kyrgyz Rep.
	46
	0.002

	Mozambique
	36
	0.001

	Togo
	30
	0.001

	Malawi
	20
	0.001

	World
	24852
	


Source: Source: Rearranged from the tables published by USDA-FAS, PSD Online
Note: Countries in bold are OIC members.

Table II: 2005/2006 Cotton Imports, Top 40 Countries

	Country
	Import
	Share in World Imports

	China 
	4199
	0.438

	Turkey
	737
	0.077

	Bangladesh
	482
	0.050

	Indonesia
	479
	0.050

	Thailand
	412
	0.043

	Mexico
	380
	0.040

	Pakistan
	361
	0.038

	Russia
	310
	0.032

	Taiwan
	247
	0.026

	Korea 
	220
	0.023

	Vietnam
	152
	0.016

	Italy
	148
	0.015

	Japan
	142
	0.015

	Egypt
	114
	0.012

	Hong Kong
	107
	0.011

	India
	87
	0.009

	Germany
	69
	0.007

	Brazil
	67
	0.007

	Portugal
	63
	0.007

	Colombia
	54
	0.006

	France
	43
	0.004

	Malaysia
	42
	0.004

	Czech Republic
	37
	0.004

	Morocco
	37
	0.004

	Peru
	37
	0.004

	Argentina
	34
	0.004

	Belgium-Luxembourg
	34
	0.004

	Canada
	33
	0.003

	Poland
	31
	0.003

	South Africa Republic of
	28
	0.003

	Guatemala
	24
	0.003

	Tunisia
	22
	0.002

	El Salvador
	20
	0.002

	Philippines
	20
	0.002

	Austria
	18
	0.002

	Bahrain
	16
	0.002

	Chile
	15
	0.002

	Iraq
	15
	0.002

	Nigeria
	15
	0.002

	Mauritius
	14
	0.001

	World
	9577
	


Source: Source: Rearranged from the tables published by

 USDA-FAS, PSD Online Note: Countries in bold are OIC members.

Table III: 2005/2006 Cotton Exports, Top 40 Countries

	Country
	Export
	Share in World Exports

	United States
	3927
	0.404

	Uzbekistan 
	1045
	0.107

	India
	762
	0.078

	Australia
	628
	0.065

	Brazil
	429
	0.044

	Greece
	294
	0.03

	Burkina
	283
	0.029

	Mali
	223
	0.023

	Syria
	180
	0.018

	Kazakhstan 
	136
	0.014

	Turkmenistan
	120
	0.012

	Cote d'Ivoire
	114
	0.012

	Tajikistan 
	114
	0.012

	Benin
	103
	0.011

	Egypt
	103
	0.011

	Sudan
	93
	0.01

	Cameroon
	91
	0.009

	Tanzania 
	88
	0.009

	Spain
	87
	0.009

	Zimbabwe
	82
	0.008

	Chad
	71
	0.007

	Zambia
	71
	0.007

	Pakistan
	70
	0.007

	Paraguay
	63
	0.006

	Azerbaijan 
	60
	0.006

	Mexico
	54
	0.006

	Kyrgyz Rep.
	48
	0.005

	Togo
	41
	0.004

	Mozambique
	30
	0.003

	Nigeria
	27
	0.003

	Turkey
	27
	0.003

	Uganda
	25
	0.003

	Hong Kong
	21
	0.002

	Iran
	20
	0.002

	Malawi
	20
	0.002

	Israel
	19
	0.002

	Germany
	17
	0.002

	Burma 
	16
	0.002

	Senegal
	15
	0.002

	Belgium-Luxembourg
	12
	0.001

	Singapore
	12
	0.001

	World
	9732
	


Source: Rearranged from the tables published by USDA-FAS, PSD Online
Note: Countries in bold are OIC members.

Table IV: 2005/2006 Cotton Yield 

(Kilograms per Hectare Harvested)
	Country/Region
	Yield

	Australia
	1814

	Syria
	1452

	Spain
	1291

	Turkey
	1288

	Greece
	1211

	Brazil
	1204

	China 
	1127

	Mexico
	1097

	United States
	931

	Colombia
	871

	Uzbekistan 
	844

	Egypt
	738

	Kazakhstan 
	720

	Peru
	704

	Pakistan
	692

	Tajikistan 
	534

	Senegal
	490

	India
	473

	Burkina
	467

	Argentina
	446

	Cote d'Ivoire
	411

	Benin
	408

	Cameroon
	402

	Mali
	399

	Turkmenistan
	354

	Zimbabwe
	317

	Togo
	290

	Paraguay
	236

	Nigeria
	229

	Chad
	202

	Burma 
	196

	
	

	Others
	341

	World
	722


Source: Rearranged from the tables published by 

USDA-FAS, PSD Online 

Note: Countries in bold are OIC members.

Graphical Appendix

Figure I: Market Equilibrium

The downward sloping curve, marked Demand, represents quantity demanded as a function of market price while the upward sloping curve, marked Supply, represents quantity supplied by the producers at different levels of market price. The equilibrium price, also called the market price, is the price at which quantity supplied is equal to quantity demanded. 

The producer surplus could be simply represented by the triangle above the supply curve and below the market price line in Figure I, marked PS.
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Figure II: Demand for Individual OIC Countries

Using the market equilibrium diagram, the OIC countries face a horizontal demand curve, where the market price determines the height of their demand.
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Figure III: Changes in Demand or Supply

Both a decrease in world demand, illustrated as a leftward shift of World Demand on the left panel, and an increase in world supply, illustrated as a rightward shift of Supply on the right panel, reduces the world market price for cotton.
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Figure IV: The Impact of a Decrease in World Market Price

The welfare loss suffered by producers due to a decrease in world market price is represented by the trapezoid marked as DPS in the right panel.  
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� See Table I to Table III in Appendix.


� Production and trade statistics are from the USDA-FAS Production, Supply and Distribution Online.


� See, Statistical Yearbook of the OIC Countries, 2004.


� See Table IV in Appendix.


� Countries that are members of both the OIC and the ICAC are Burkina Faso, Cameroon, Chad, Cote d’Ivoire, Egypt, Iran, Kazakhstan, Mali, Nigeria, Pakistan, Sudan, Syria, Togo, Turkey, Uganda and Uzbekistan.


� This is represented in Figure II of the Graphical Appendix.


� Graphically, production subsidies by major producers shift the world supply curve out, causing a decline in the world market price.


� Graphically, this could be illustrated by a right shift of the supply curve.


� Table IV gives the average yield in major cotton producing countries.


� See Chaudhry (2006).


� Graphically, this could be represented by a downward shift in the world demand curve, and a corresponding decrease in the world cotton price. This will lower the price to be received by cotton producers across the world, and hence hurt cotton-exporting countries.
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