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EXECUTIVE SunniARY

Australia's cotton indust has
pro uctioninthe1960S. Originally supplying the AUStaj' !^""anits focushasb g ySUpplyin. gtheAustralianspinningindustry,its focushasbecomej, ,,,,,. I y .g ' UstTalianspinnjngjnd, ,t, ,,
Cotton produced i, ,,,,,,,, ,, y, P ' OrientatGd. Now over 90% of ,a,

se s out an overview of the Australian cotton ind

The world's fibre marketis growing at about 2% per armum.

Cotton sshareofthe fibre market hasim roved to
e ex Ie mar etisled by demand from d I

World prices for cotton are volatile and
Whilst demand is relatively stable andSharply. The effect fj .y' '. andgroWing, supply variessharply. The effectoftjje, th growing, supply vari, ,
.o11ca ecisions particularly by the ina'or tt

had nagGmGnttechniquesinvoivingfuturesandcurrenC
returnsorthoseparticipating e

The domestic marketislar el urich o

thosecompanieswhichhavemode;"ed " .' 'Viabilityof.Tripanies which have modernised their Iant and I'fproductivity. However, thefurth I ' an it;3Cl
ing sectorin 1992 is a realthreatto the domest' k

The major supplier on the world SLa e is the USA.e major supplier on the world stage is the USA. It h h
d PP)!, OweTprices or increase its exports. Of totalW to

g!iculture. HighVOIUm6inStTUment(HVl)classjn willb 'P ineptOSeries of measure, ,, t b ,!""' I) Classing will be used toprovideaseriesof measurementsbywhichrowers OProvidea
agreeonarangeofspecificqualities ' yerscan

A^I^iai. sthe fourth largest exporterin-}-996^ofth U ,with, 70.9.,,, f. . aTgeStexporterjn-}. 996^of the USA, CISandPakistan,
t}'pGS-A'UstTal^OURt, foil^^^-6f"^'^^!j^PI^}, p OURtsfor~2096"'6f~vv, orld^>xports< (\..~,^^.^..~.;._.:*
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Section 4 includes an analysis of Australia's exports markets.

Countries adj, I in esternEuropetonortheastAsian'ountriesparticul, ,j, GStGlnEUrOpetonortheastAsian

These markets are still ina'o
spinnin!;industry ismovingtosouth tA . ' ''t G. world

nesia, ThailandandMalaysia ,mainy
Australia S reputation as a cotton su I'
resulted, 'arieties developed in, ,,,, alia. The o0, d 'resulted from , eveOP in Australia. The poorgradesth, OmTaindamag6atharvestinthreesucc, ,, j, ' ''ar'''', Wasasetbackf h " in '''ee Successive years, 1988, 1989,

ytequalityofthe1991crop Incustomers
Our in^jor customers are aware

from Promoting avarjet n, ,, j-^' "'UdbGbenefitstogrowers.prompting avarietynamelikeSicala, witho t ''tOgrowersS ecies h. h ynamGlikeSicala, withoutnecessarilyreferri
Promotion jinaisagoodexampleofthissecies

Themarketingsystemisreviewed '
Cotto E h g GCniquesincludingcottonfuturesontheN
armnoeme, t, PCy edging. Manygrowersrelon Iarrangementstospreadthejrrjskasthe d ' g 'eTS rely on p, ,l

more sophisticated techniques availabl .
Production of cotton has been enh
Australianyieldsareamongstthehihest' h ''' eveloped..anyieidsareamOngStthehighestinthe to GOP
proportion of cottongrownbyirrigationandth "^large

The profile of Australian cott
far I 'Pin' farmers, farmer/processors 'farmer/processo, ,/, , .farmer/processors and

mostly with i, p pGSSors. Asmallgroupofmerchants,
'rigtobuyonanopportunjtybasisandofferjn h " '

The market operates ve successfulI
proYidingd6tailSOnWOrldpriceandexchan 'PandbyWhiist .Or PIiceandexchangeinformationtosellWhilstgrowersar, ,id expangeinformationtoseiiers.

discou t. I P amOresOphisticatedapproachtopremiumS discounts. It is recommended that the Aut I. P 'UmSand
ption of these testing practices.
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1.7

Page 6

, nUm. GT Of high volume instrument (HVl) testing lines h

Purchasingcounttiesar "'

''nes in o6ratj, b UstT maireadyhasanumberofHVl.mesinoperationbycottonprocessors. Ab ineyOfHvi
is now. tested by this equipment. The rainjf " ianCottoninsection6 6n- Grainificationsofthisarediscussed

In considerin^; future market strute i
AUStal. renSbutalsothestrengthsandweakilAustraliansjt, ,tj, .. cothestrengthsandweakiiessesofth.ustr. IansitUatiOn^IdOppOrtunitiesandthr t h ' eSSGS of the

ariaysisisCarTiedOUtinSection7 GT e

Marketing strategies are reviewed in S t' 8.
The suppliers of raw cotton have

whichj, anj Ty. espitethepreponderanceofexportsales,
sales base, nOCUrrGnCyexposure, alocal k 'ro" 'S a SecureSpinnin n, ,d P Sure, alocalmarkettoprovjdefeedbacko
Protectionpolici, , OCOmpGtitorcountriesfrom

in e national interest, also, to encoura e ff '

n the world market opportunities includ :

Growth markets in Soutli East SIa are in relatively close
Indonesia, Malaysia, Thailanddth " '

qurrent Spinning capacit is CGn
A' I. y rip!OdUCtion is likely toremajn in this re
inthisregion 10norqualityandconsistency

India is increasin its s inni
lesscottonandwillrequiresinific tj '' Producing
cotton, atleastintheshortterm Imported ra,

New spinning industties are
suchv' evelopingcountries in the Asian regionBurma.

New uses for
cotton and new products consisting of cotto .

Consumer preference develasanatural, b' 'OPingfor cotton because of its appeal
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1.10 In reviewing marketing strategies it is necessary to establish an action plan of
how these maybe putinto effect.

Some strategies are a matter for decision by individual growers, others by
grower associations. The actual marketing function is carried out by the
processors. The structure of the associations in the Australian Cotton industry
and their functions are reviewed. The industry does not promote generic
Australian cotton in overseas markets. It has developed promotional material
for domestic use through the Australian Cotton Foundation (ACF), Government
funding in this area is non-existent, unlike the Us governments support of the
worlds' largest cotton producers and exporters. The ACF's functions could be
expanded to provide a generic promotion role for use in world markets by the
industry's marketers.

OUT cotton marketers have been very successful in gaining market share in the
Asian markets and in disposing of the Australian crop. The challenge for
markets is to obtain better margins for Australian cotton based on qualities
which are not fully taken into account under the currentlong standing system of
classification by grade.

Recommended Action Plan1.11

Recommendation I: The Australian raw cotton processing industry should take
steps, which some have already done, to install HVl facilities. The goal should be
to have all Australian cotton HVl tested by the year 1993 or 1994 at the latest.
Every bale of cotton should be individually tested by objective measurement.
Initially, manual classing should be supplemented with objective fibre testing.
Australia should be represented on the spinners Committee of the ITMF.

Page 7

Recommendation 2: Cotton growers should require objective testing of their cotton
to ensure they gain the advantage of those qualities they now supply for no reward.
Naturally there is a threat of discount where the qualities are not present. In
balance, the reputation of Australian cotton will be enhanced and growers rewarded
for supplying premium quality.

Reconrrnendation 3: The Australian industry should not await developments in
HVl testing but actively participate in the development of new tests. It is
understood newer faster tests are being developed by overseas test equipment
suppliers for honeydew contamination and maturity. The use of these objective
measurements by our customers will enhance sales projects and price premiums.
Research in this area would be beneficial if it complements the new equipment being
developed.

Recommendation 4: Australian researchers in plant breeding should be kept fully
informed of these developments in a formal structure by marketers.

MocqL, @rie Agribusiness



Recoinmendation 5: Ginners and growers should develop a dialogue with spinners
to investigate prospects for contract ginning and, in some cases, contract growing
and ginning. This may allow price premiums for growers and cost savings for
ginners in specific cases.

Recommendation 6: Cotton growers and processors should consider supporting a
more gradual restructuring process to allow domestic consumption the chance to
rationalise and survive as long term cotton buyers. They should actively support any
investigation of other significant means of establishing cotton based industries.

Recommendation 7: Consideration be given to expanding the role of ACF to allow
industry levelinformation on long term issues and trends to become more readily
available to Australian cotton growers. At present the grower receives a surfeit of
information from commercial interests which is adequate for his current commercial
decision making. The information recommended would be objective and assist in
longer term considerations.

Recommendation 8: ACF's funding be increased by 20% in the 1991/92 year and
a further, 20% in 1992/93 to allow the development of cost effective promotions
material. ACE send promotional material to key AUStrade offices in major cotton
buying centres. Consideration be given to any role AUStrade could play, at minimal
cost to Australian shippers.

Reconunendatioii 9: fits of greatimportance that Australia's expertise in this area
is not allowed to diminish. CSIRO and Government Departments concerned should
have succession plans in place to guarantee this advantage is not lost as key staff
retire or move to other areas.

Page 8

Recommendation 10: The industry should request greater inputs of staff time by
the Federal DoPIE, the NSW Department of Agriculture and the QLD DPI to
ensure primary producers considering cotton ^rowing are well briefed on the
commercial and aoricultural risks before committing themselves to cotton growing.

Macquorie Agribusiness



2. STUDYOBjE TIVES

The specific objectives of the study are to:

(1) Assess the international market for cotton fibre over the next 20 years'
Include market demand, market requirements, market developments, and
markettrends.

(2) Identify, analyse and describe strategies by which Australian raw cotton can best
exploitthe market for cotton fibre over the next 20 years'

Include a SWOT analysis of Australian raw cotton

Include brief coverage of increased geographic area for growing cotton
in Australia and increasing number of varieties grown

Assess the impact, relevance and market response to new technologies for
measuring cotton fibre.

Include commercial and economic ramifications

Include coverage of the high volume instrument(HVl) method

Conduct an audit of current systems used to market Australia's raw cotton.

Include coverage of changes to cotton marketing systems needed to
enable Australian raw cotton to best exploit the market for cotton fibre
over the next 20 years

Devise a recommended action plan.

(3)

(4)

Page 9

(5)
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3.

Australian Cotton Industry

3.1. I Sununary

Australia's cotton industry began early this century, but started its major expansion
only around 20 years ago. It is now a major agricultural industry, firmly placed on the
second tier of rural industries, after the big four of wool, beef, wheat and dairy. It was
ranked the fifth largest Australian agricultural industry in 1990/91 in terms of gross
value of production, which was estimated at $973 million ($880 million for lint and
$93 million for cottonseed). In the past few years, around 90% of Australia's raw

figure was lower in 1990/91.cotton production has been exported, although the
giving cotton the rank of fifthExports in 1990/91 were an estimated $676 million,

largest agricultural exporter after, wool, beef, wheat , dairy products and sugar tSee
reference I, p. 6261.

As Australia's raw cotton production has expanded over the past two decades, an
increasing proportion of production has been exported. Domestic mill use of domestic
raw cotton production has been roughly stable (although fluctuating from year to year)
and hence, additional production has been exported.

3.1

COTTOND\ID STRYOVERVIEW

3.1.2 Australian Raw Cotton Production - Supply

Cotton was first grown in Australia in Queensland. Cotton growing in New South
Wales began in 1958, in the Namoi Valley, following completion of the Keepit Dam.
Cotton was also grown in the Ord River Valley in the Kiinberly Distrtct of Western
Australia for a few years, but production ceased there in 1974/75.

Despite the much earlier beginning, Australia's cotton industry started to expand
rapidly only around 20 years ago. Since the inid 1970's, cotton has been grown in
Australia in two States - New South Wales, and Queensland.

The main production regions are (see Table 3.1):

New South Wales: the Gwydir, Namoi, Macintyre and Macquarie Valleys, and
BOUTke.

Page 10

Queensland: Darling Downs, Emerald, St George, Biolela/Theodore, and
Central Queensland (dryland).

Table 3.1 also illustrates that irrigated cotton is the major production technique
(accounting for approximately 85% of Australian cotton area and 92% of production
volume in 1989/90 and 1990/91), with dryland cotton contributing a minor, but
growing share of the total. Irrigated cotton yields in 1990/91 (at around 7.1 bales/ha
or 1.6 t/ha) were approximately double those of dryland cotton (around 3.8 bales/ha or
0.9 t/ha). New South Wales is the major producin^; State, accounting for around 74%
of areas harvested and 78% of production volume in both 1989/90 and 1990/91, with
Queensland accounting for the remainder.

MacqL, one Agribusiness
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Table 3.1

AUSTRALIAN RAW conoN (LINT) AREAAND PRODUCTION ESTIMATES :1989/90 - 1990/9i

Location Irri ated D land

-------.-

. New South Wales

(1) Gaydir
- Moree, Collarenebri

(2) Namoi
- Narrabri, Wee Waa

(3) Macintyre
- Goondiwindi, Mungindi

(4) Macquarie
- Trangie, Warren

(5) 80urke
Total NSW

Area

(1000 ha)
1989/90 1990/91

2. Queensland

(1) Darling Dowis
- Toowoomba, Dalby

(2) Emerald

(3) St George

(4) BiloelaA'he odore
Total Queensland

3. Australia

TOTALAUSTRALIA

55

48

Production

(1000 bales *)
1989/90 1990/91

67

22

52

25

356

7

157

32

283

27

Area

(I 000 11a)
1989/90 1990/91

489

148

8

186

* I bale = 227 kg

Source: The Australian Cottongrower, Cotton Yearbook, 199

12

369

143

11

237

189

46

976

4

17

9

Production

(1000 bales *)
1989/90 1990/91

13

5

37

55

1339

9

69

4

10

195

(87%)

73

5

45

10

11 O

7

60

231

(847^)

Area

(1000 ha)
1989/90 1990/91

2

28

229

82

31

12

12

74

1206

(94%)

32

298

5

4

Total

59

27

20

1637

(91%)

49

Production

0000 bales *)
1989/90 1990/91

;2
^

;e

5

21

3

76

26

'.*

39

30

(13%)

^
.=:
60
^:
^>

.:=
<3
=s
<3,
<9

53

25

rid 1991, Toowoomba, Old.

3

26

8

7

166

(74%)

24

366

39

84

43

(16%)

286

27

10

10

57

<3

I^

8

203

(74^^)

37

521

160

143

82

(6%)

374

10

103

15

46

1001

(78%)

108

263

9

167

(9%)

10

59

(26%)
225

(100%)

189

16

55

1402

(78%)

194

10

8

71

(26%)
274

(100%)

81

60

38

287

(22%)
1287

(100%)

91

74

42

402

(22%)
1804

(100%)



Cotton crop area harvested and production volume statistics are summarised in Table
3.2. These show an increasing area harvested, and a corresponding rise in lint
production, over the past two decades, particularly the past 15 years or so. Over the
past 20 years, total area harvested in Australia has increased eight fold, average yields
have approximately doubled, and total lint production volume has risen around 20 fold.

Area harvested is estimated to have risen to 270 kha in 1990/91, but is forecast to fall
slightly to 268 kha in 1991/92. Volume of raw cotton production is estimated to have
reached a record 433kt in 1990/91, butts forecast to drop to 360 kt in 1991/92.

The volume and value of raw cotton (lint) production in Australia over the past years
are given in Table 3.3. This table also presents the volume and value of cottonseed
production in Australia. Cottonseed value has been generally around 10% the
combined crop value (lint plus cottonseed), which is notinsignificant.

The value of raw cotton production is estimated to have reached $973 million in
1990/91, but is forecast to decrease to $778 million in 1991/92.

There are around 900 cotton producers in Australia.

3.1.3 Australian Raw Cotton Processing (Ginning)

Currently, there are 27 gins in Australia, operated by 9 ginners, and located as follows:

OLD TotalNSWGinner

Namoi Cotton Cooperative

AUScott Ltd

Queensland Cotton

Colly Farms

Dunavant Enterprises

Twynam Cotton

Darling River Cotton

North West Ginning

Tandou

Page 12

TOTAL

Several new gins are currently being constructed or are under consideration (such as at
Dalby and Mungindi) and there is concern that this will result in excess ginning
capacity.

The major ginning companies and their processing throughputs over the past few years,
are given in Table 3.4.

8

6

2

9

6

4

21

2

2

MocqL, one Agribusiness



Table 32

AUSTRAUAN COTTON PRODUCTION STATIST7CS

Year a

1971-72

I 972- 73
1973-7<

197<. 75

I 975-76
I 976-77

I 977-76
I 978-79

I 979-80

I 980-8 I

1981-82

1982-83

I 983-8c

1984-85

I 985-86

I 986-87

I 987-8'
I 988-89

' 98, ., o

1000"' '

New South

Wales

'000 ha

29.3

31.7

31.0

27.5

<. 9

2<. 8

31.6

35.1

o1. <

Queens-

land

Area harvested

7.4

6.0

8.9

96

:3.4

20.0

61.6 22.0

74.5 29.0

71 9 24.6

10< .5 32.9

:31.2 51.9
135.8 41.2

125.0 " O

163.6 80 s

140.8 53 3
175 O 6< a

73 C

Colicnseed production

'000 he

6.9

8.0

Australia b

,.
I . I

'000 he

<0.1

Nev. ' South

V. 'a Ies

43 3

Ir

,5 I

-, G

1971-72

I 972- 7.

1973-7,
-" -,

I975.7.

I 976-7:

:977.7S

, 976-7, .

1979-EC

. 980-3 :

' c-.: .s.

T 96: -SL

1983-S.

1984-85

:985-8C

I 956-6 .

1987-63

1988-89

I 989-9C

1990-91c

ko/he

I 133
7c4

703
982

853
8<7

I 104

: 102

I 2<3

; 25?

. 436

I 0<3

I 027

' ''8

I 593
I 451

: 204

' 577

' 2<;I

I 535
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FA -
,J I

<'2

49 c

Queens-

land

Lint yield

~' I
, ~

83.6

103.5
,0 .

:3:<

183.1

177.0
148.0

24< 5

.,

52 S

35 <

,< I

koine

957

600

9'0

750
787
C~C

COQ

Q= =;

Australia b

^^^-^^-^^

,,.,

34 9

56.9

55 S

to4. -

:25 t,

. ,.. .

,., ,.

. ^ .
. ~.-

}..

?.~ *

12.7

10.6
C-

KOIne

I 080

725

,-. ,

,J. . U

~ ~. L,

.-, ,

99 :

900
I 049

I 033

904

I 235

: oc~

89,

I 332

^ . ,

73'^

940

836

83 I

I 073

: 073
I ~-

..,,

^ ,

, ~

. ^.. ,

: 35.0

308.2

306 O

281.6

333.9

345.0

380.0

I:. 7

t5.2

a C, CD v*a, .,. =Ls;-Ju, .: b Incluoes viesie, n I. us rate \', t. '.." A "'; a 'as ,'*: a'CPUcec co
Sou, =t', ,L: . '=.=. C. ,, s ano Pas:u, eS AUS, rai, a Sense, ; :::555 ' C, ' I. c 7521 , 'anFe:I
CIOos. ,*us:':,: * 'FSF g:: Cal Ne 7330. C Canberra lane are* , s ,ESC-s C. e, *nineni d PI!
he's Ca, .*',, Jul, AUGusi!and orevious moriihiv Issues I As*=E

69 :

5C- ;

<9. E

53 S

,. -
C :..

31 5

35 6

-:2 S

. , ,

~t C

: 183
I 298

' 043

, 028
I 358

: 5:0
' <97

,, .
~_ I

. . ^

~C O

72 I

~,

r. :

='* C

33 2

23 6

21 8

27 O

Lini procuc:10n

. ,--

IOC. 2

, ~ C

<6.4

101 I

7< .3
113.0

:59 c,.,.,

U , .

.~

.~

:, SE

I 35=-

Source: A. BARE, Commodity Statistical Bulletin, 1991, AGPS, Canberra.

I~ ,
,.., .

,,, .

.. :.

13~ ~

.,, ,

,. r
L: L,

..< ,

I 10_

. ,-,
~ , ^

,. r. ,

F,

,? S

66

, .8

66
<C

,,, ,

,., ,

330 C

<35 C

,, 93

<93 :

63 9

... ^

. -,~

DC, :

f C .

, t.
.,~.

. =

.. .

..- ..

\

C*

20:8

2:6.3

18: ,

197.0

222.0

235.6

322.1
,-, ,

~ . ,

,., -

- ~.

.~.~

, C .

r. .

~I

2
A
*

,
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Table 3.3

AUSTRALIANRAWCOTTON (LINT) AND COTTONSEED PRODUCTION

Year

1970/7i
1971/72
1972/73
1973/74
1974/75

Volume
kt

Lint Production

20
43
31
30
33

1975/76
1976/77
1977/78
1978/79
1979/80

Gross Value*
Am

12
27
29
24
26

25
28
44
53
83

1980/81
1981/82
1982/83
1983/84
1984/85

Cottonseed Production

Volume
kt

33
36
54
68
120

99
134
101
141
249

32
69
51
50
54

1985/86
1986/87
1987/88
1988/89
1989/90

Page 14

Gross Value*
Am

13 I
162
150
240
294

258
214
284
286
305

3
4

3
3

41
47
72
78
136

'990/9j* 433

Total
Production
Gross Value
Am

''91/92* * 360

289
330
392
441
587

4
4
7
8
15

161
219
154
190
410

13
30
33
27
29

NOTE: Gross value figures for lint production and cottonseed production for
1970/71 to 1983/84 are INDICATIVE ESTIMATES only, as figures for these
earlier years are not readily available.
Preliminary
Forecast

**

880

***

16
20
18
29
39

382
330
435
449
493

675

Sources:

37
40
61
76
135

33
31
57
56
59

689

(1) Macquarie Agribusiness
(2) ABARE, Agriculture and Resources Quarterly, various issues,
AGPS, Canberra
(3) ABARE, Commodity Statistical Bulletin, various issues, AGPS,
Canberra

147
182
168
269
333

571

93

322
361
449
497
646

103

973

778

Mocqi, one Agribusiness



Table 3.4

AUSTRAUAN RAWCOTFON PROCESSING

Processor

AUScott

Colly Farms

Darling River

Dunavant

Namoi

North West

Tandou

Toynam

Queensland Cotton

1985/86

279

1986/87

282

Year of Harvest
(1000 bales *)

1987/88 1988/89

275 314

92

3121

662

Page 15

TOTAL

14

54

I bale = 225kg to 1988/89, and 227kg from 1989/90

Source: RawCottonMarketingAdvisoryCommittee. Annual Re on, vario .DPI
Canberra

510

25

1989/90

304

105

39

128

510

46

187

532

1149

1990/9i

311

133

39

13375

139

521

29

945

289

31

236

1251

577

I301

42

89

253

7

49

262

1381 1600

Mocquoiie Agribusiness



Australian Raw Cotton Markets - Demand

Around 90% of Australia's raw cotton rodu
10n asincreased, notonlyhasthetotalvolum '

p^!^p^Leig!!of production whichhasbeen P' risen, buttheThis is because domestic ,,, ,, l, , th 'P''" 'as also. increased (see T^bje 3.5).
''ed in Australian ,ill, ) h , ( ' 'olume Of Australian - produced raw cottonUsed in Australian mills) have been To hj b' '""'an. ~ Produced raw cotto,

year to year) over the past 15 to 20 years (see Table 3.5).
Table 3.5 graphicalIy illustrates that as Australia's

marketratherthantodOm6StiCmills, asdomesticsale h b 'n Gexport

andrawcottonexpOrtSinCTGaS6dOVGrfrvefold (SOOTabje3.5) ''er fourfold
Raw cotton exports were estimated to be 314 kt and valued t $676
andareforecasttorisetoarecord363ktvaluedat$791 .11- rim 0191
The major export markets for Australia's raw cotton ov th

Japan continues to bethedOminantGxport market(accountin f 33.3%' " """pan continues to be the dominant export market (accountin f0 33.3%Volume in 1990/9, , , ''nan! export market(accounting for 33.3% of total export'olume in 1990/9j), ,th, , ,, ,. P ' ''' 't(accounting for 33.3% of total exportvoumein 1990/91), Other Countries, such as, Indonesia 18.9% ' .0 expor
increasinglyimportantaSGXPOrtOutlets(SOOTable3.7) , ' eCOming

'ehind USA 1,72, ^ '"" in ranked fourth as. a raw cotton exporter in 1989/90,
Further comment onthis is given in Sections 3. I. 8. and 3.2.3,

3.1.5 Australian Raw Cotton Prices

Cotton prices received by Australian cotton
Live 601~A, I ^ Pri'''.(. GW York Cqtton Futures EXchange prices and CotlOOk'SLiverpool~A' Index ta daily Calculated, SIm to avera , of ' P ' " an Cotlook's

On the NG Y k P T a a9ertaintime;tliebasisisexpressedinpoints
exc ange rate).

World cotton prices and Australian ba
A. nqtable(ornotorious)featureofworjdra, g'yeninT^ble3.8.
Withinandbetweenyears P 'seiTvolatility, both

3.1.4

Page 16
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Table 3.5

AUSTRALIAN RAWCOTrON PRODUCTIONAND

Year

1971/72
1972/73

1973/74

1974/75

1975,6

5 Year Total

5 Year Average

Volume of

Production

(kt)

Volume of Sales
Domestic Use*

Volume Proportion of
(kt) production**

1976/77

1977/78

1978/79

1979/80

1980/8i

5 Year Total

5 Year Average

43

31

30

33

25

162

32.4

27

29

32

23

27

I38

27.6

ARKET OUTLETS

1981/82

1982/83

1983/84

1984/85

1985/86

5 Year Total

5 Year Average

28

44

53

83

99

307

61.4

Volume

(kt)

Exports
Proportion of
,roduction**

22

21

21

21

22

107

21.4

2

22

3

8

16

51

I 0.2

Page 17

1986/87

1987/88

1988/89

1989/90

1990/9i~

5 Year Total

5 Year Average

85%

I34

I 01

14 I

249

258

883

176.6

Value of

Exports
(Asm)

20

17

20

20

21

98

I 9.6

5

10

24

48

59

146

29.2

20 Year Total

20 YearAverage

35%

214

284

286

305

433

1522

304.4

31%

2

11

2

5

11

Domestic Use'is : domestic production sold for use in domestic '11 .
The Proportion of Production'figuresareapproximationsonl. Th's' b " '
figures are domestic production sold for use in domestic mills in I ea d
been all harvested in the previous year; 'exports'in I year are mostI (arou d 80%
harvested in the previous year; and, complicationswith stocks. Th '
production has been calculated for 5 year periods on I .
Preliminary.

Source : Derived from :(I) ABARE, Commodity Statistical Bulletin, various 's , AGPS,
Canberra; and, (2) ABARE, ARQ, various issues, AGPS, Canberra.

M@cqi, one Agribusiness

*

**

22

22

22

24

23

I I 3

22.6

79

129

81

140

241

670

134.0

tier

***

2874

143.7

48%

7

It

28

67

92

456

22.8

251

176

286

291

314

1318

263.6

7%

117

198

148

260

380

76%

16% 2185

109.25

345

353

461

539

676

87%

76%
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Table 3.6

AUSTRALIAN RAWcoTroN EXPORTS

Destination

Asia: Japan
Indonesia
Rep of Korea
Taiwan
Thailand
China

Hong Kong
Philippines
Dem Rep of Korea
Other

Total Asia

1981/82

Europe: Italy
Fed Rep Germany
Spain
Yugoslavia
Poland
Other

Total Europe

62.1

2.6

4.3

2.0

O. I

5.7

2. I

1982/83

92.7
4.3

3.9

9.7

I . I

5.4

1.2

0.2

I .7

1.9

122.1

1983/84

USSR

Other

0.2

79.1

42.1

2.4

5.8

7.9

I . I

5.4

I .2

0.2

I .7

1.9

69.7

(kt)
1984/85

Total USSR

Total Other

Preliminary
10 kt were exported to the USA in 1989/90

Source ABARE, Commodity Statistical Bulletin, van

*

66.8

5.0

3.0

31.7

0.5

**

TOTAL

1985/86

0.4

0.2

117.4
I 2.8

41.1

28.9

2. I

1.3

0.2

10.7

O. I

119.3

1986/87

I .2

I .8

4.2

80.4

13.1

25.0

44.7

3.3

6.2

2.0

0.9

2.7

214.1

1987/88

0.6

79.1

5.2

3.4

02

3.4

8.2

64.1

10.0

8.2

22.4

3.6

O. I

11.0

I . 4

5.3

2.0

186.2

12.1

07

0.9

17.3

1988/89

129.2

4.6

08

O. I

09

2.0

I 5.3

23.7

2.5

86.8
23.1

44.8

34.4

I 8.4

O. I

7.7

06

6.7

I .8

125.1

1989/9o

80.5

14.1

16.1

3.9

3. I

111.2
37.8

43.6

I 3.4

5.5

13.7

11.7

15.0

0.2

3.2

255.3

s. ,

Issues, AGPS, Canberra,

8.6

15.1

I 0.5

7.0

248.7

.^
;e
:^

^o
^:
S. )

';=
I^
^
^,
<.>

1990/91 *

139.7

9.6

9. I

10.9

5.5

11.3

45.4

104.2
59.3

50.6

22.8

16.1

18.5

7.4

4.9

3.5

241.3

13.6

3.2

6. I

4. I

7.2

42.3

^

:^

19.0

250.6

5.4

32.4

6.0

5.8

4.5

I .6

4.4

288.2

8.6

176.0

8.9

2.9

0.8

I .4

0.3

7.7

22.0

03

6.9

24.8

4.2

285.6

tit 0.9

291.0

3.8

314.0
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Table 3.7

SHARE OFAUSTRALIAN RAWCOTFON EXPORTS

Destination

Asia: Japan
Indonesia

Rep of Korea
Taiwan

Thailand

China

Hong Kong
Philippines
Dem Rep of Korea
Other

Total Asia

1981/82

Europe: Italy
Fed Rep Germany
Spain
Yugoslavia
Poland

Other

Total Europe

78.5

3.3

5.4

2.5

O. I

7.2

2.7

1982/83

71.7

3.3

3.0

7.5

0.9

4.2

0.9

0.2

I .3

I .5

94.5

1983/84

USSR

52.3

3.0

7.2

9.8

I .4

6.7

I .5

0.2

2. I

2.4

86.6

0.3

1000

Other

(q^)
1984/85

Total USSR

Total Other

47.8

3.6

2. I

22.7

0.4

*

1985/86

**
Preliminary
10 kt were exported to the USA in 1989/90

TOTAL

Source: Derived from Table 3.6.

0.3

0.2

48.7

5.3

17.0

12.0

09

1986/87

09

O. I

77

O. I

85.4

0.9

I .4

32.1

5.2

10.0

17.8

I .3

5.2

1987/88

2.6

0.8

04

I . I

88.7

0.7

1000

4.2

I 0.2

4.0

2.4

O. I

36.4

57

4.7

I 2.7

2.0

O. I

4 .4

0.6

2. I

08

74.3

8.7

0.5

0.6

12.4

88189

100.0

I .9

0.3

0.04

0.4

0.8

6.3

9.8

3. I

30.4

8. I

15.7

12.0

6.4

O. I

1989/90

4.4

0.3

3.8

I .O

71.1

100.0

5.6

6.4

I .6

38.2

I 3.0

I 5.0

4.6

I .9

4.7

40

5.2

0.1

I . I

87.7

1990/91 *

3.0

5.3

3.7

2.5

87.1

93
9a
^,
^

;^
:^

60
^:
^. I
.::
^
=S

100.0

.^

4.5

18.1

5.5

5.2

6.2

3. I

33.2

18.9

16.1

7.3

5. I

5.9

2.4

I .6

I .5

I000

4.8

I . I

2. I

I .4

4 . I

24.0

<3<

^

I^

7.6

100.0

2.1

2.0

I .5

0.5

I .9

11.3

I .4

91.8

4.9

1000

O. I

2.8

0.9

03

0.4

O. I

2.5

7.0

2.4

8.5

I .5

100.0

it3.7

100.0

I .2

100.0



Table 3.8

RAWCO T NPRICES

ear

1971/72
1972/73
1973/74
1974/75
1975/76

1976/77
1977/78
1978/79
1979/80
1980/8i

Cotlook Liverpool
~ A' Index*

(Usc/Ib)

1981/82
1982/83
1983/84
1984/8s
1985/86

37
40
76
53
62

1986/87
1987/88
1988/89
1989/9o
'990/9j***

Page 20

Australian
Base Price**

AC/kg

\

84
65
76
85
94

1991/9, ****

**

The Cotlook Liverpool* A' Index is a dail
TheAustralian*b , .ing -3132growths
andcharges) as on otook~A'index, plusfreight
Preliminary
Forecast

(2) ABARE: ,, , ' y tatiSticalBulletjn, 1990, AGPS, Canberra

***

****

74
76
88
71
51

72
72

120
90

1/7

Source:

58
74
64
82
83

166
135
158
179
192

71

164
199
237
226
174

211
237
185
247
250

213

Macqi, one 1/8rib^siness



3.1.6 AustralianRawCottonConsumption on f
ver the past 15 years or so, total raw
imports) by domestic mills has been relativeI tabi ""'to' """ Production plu,

G Ongin of raw cotton consumed b AUStral'
a e Clearly, most of Australia'sarinual, '0 ^caesjs'he past20 e, ,,, d , UstTaliasannualrawcottonconsumtiono, p yea!s, andneaTlyallOV6TthepastjO ear, h ''mp^On overdomesticprod, ,tj, ,. years, hasbeensuppiiedfrom

Imports are now very minor,
haveoccurredovertheastf Peryear. The few imports that
theUSA years, avemainlycomefrom China, Tanzania and

Australia has had a cotton inariuf
ictoriabeingamajorlocation. However, the ind y ''manyyears, withStandards. Therea, ,,, f ', tGindUStryhasneverbeenlargeb worldstandards. Therearenowfourmajors inn' '. 'ri"GT. beenlargeby, ,rl,are now Our majorspinnGTSOperatinginAustaj. yWOT

3.1.7 Industry Structure

The Australian cotton industr can b
Producers)- IToayinto:growersp ucer^; ginneTS (processorS); integrated markete, ,, j',' '"' (raw cotton''portGrs;and, I, ,, ,integrated marketGrS;independent merCh ;th, . ,rs; an. , localspinners (manufacturers). Others ha, i, , ' . 'P merchant^;

policy makers and extension workers (Federal d ^ ''ri'', P'''ate companies);
''rvice Companies (suc^ ,,, h 'an ''''''. Foundation); farm input supply andservice companies (such as, chemical and f -I- "' '""" 'arm input supply and

Page 21
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Table 3.9
RA COTTONCONSUMPTiON BYAUSTRAUOTroNcoNSUMPTioN BYAUSTRAUA

Year
Consumption Source

Domestic Production
(kt) (%)

1971/72
1972/73
1973/74
1974/75
1975/76

1976/77
1977/78
1978/79
1979/8o
1980/8j

27.4

28.7

31.6

23.3

26.9

1981/82
1982/83
1983/84
1984/85
1985/86

22.2

21.4

20.6

21.2

21.7

75

88

79

85

87

1986/87
1987/88
1988/89
1989/9o
1990/9j *

(kt)

Page 22

20.4

I 7.5

. 20.5

20.3

21.0

Imports

82

84

92

91

91

8.9

3.8

84

4.0

4. I

* Estimate

(%)

22.3

22.2

21.8

24.3

23.0

95

96

95

88

98

Source:

Total

Consumption

5.0

40

1.7

2.0

2.2

25

12

21

15

13

Fived from: ABARE, Commodity Statistical Bull I' ,

(kt)

99

99

95

95

98

I .O

0.7

I . I

2.7

0.5

18

16

8

9

9

36.3

32.5

400

27.3

31.0

0.3

0.3

I .2

I .2

0.5

5

4

5

12

2

27.2

25.4

22.3

23.2

23.9

5

5

2

21.4

18.2

21.6

23.0

21.5

22.6

22.5

23.0

25.5

23.5

Mocq"@lie ,48nb^siness



Table 3.10

AUSTRAUA conoNiNDUSTRYSTRucTURE

Industry Participant

(1) Individual Growers

Around 900

(2) Grower/Ginners

Darling River Cotton*
North West Ginning**

. Tandou*

. Twynam Cotton*

Growing

(3) Integrated Grower/Ginner/
Marketers

Ginning

. Colly Farms
AUScott Ltd

Industry Sector
Marketing

Integrated Independent
Merchant

(4) Integrated Ginner/Marketers

Namoi Cotton Cooperative
Dunavant Enterprises

. Queensland Cotton

X

X

X

X

Page 23

X

X

X

X

(5) IndependentMerchants

ContiCotton
. Volkart

Weil Brothers

. Cotton Trading Corporation**
Raili Brothers and Coney

Spinning

(6) Majorspinners

Bonds Spinning Mills
Bradmill Textiles PIL
Rocklea Spinning Mills PIL
Textile Industries of Australia

Markettheir own cotton to domestic spinners and merchants.
North West Ginning and Cotton Trading Corporation have common Ink t ' d' d I
owners.

X

X

X

X

X

X

X

X

X

X

X

X

Macq!, o178 Agribusiness



There were reportedIy around 900 cotton To
,,,, On reg. 1stGTGd growers) indicate this figure should rise to at least 1000 f"'1992 CTo , ,i, h ,,, gro'ers) indicate this figure should rise to at least 1000 for the1992crop, with 80% ,f, h, ,,. , g S OU risetoatleastlOOOfo, theABSfigur;sin, ,,,, ,, ''I' 6W outh Wales^Id 20% in Queensland. Recentguresillustratetheincreaseinnumberoffarms(establish '
Table 3.11

Number of Cotton Establishments
NSW

87
1979/80: *

'980/8, . **

1981/8, ,**

1982/83:***

1985/86:***

'987. ***

1988. ***

1989' ***
291

Estimated ValueofAgriculturalO erat' :
I*. Stjmated ValueofAgriculturalOperations: >$2500*** ,,. UGO grjculturalOperations:>$2500

ps, ca. ,variousissues

Almost all growers are individual rowers.
qperatelargp, vertically integrated operationscom .. 0111Panies.p gp, vertic^11yintegratedoperationscompiising rowin ,'arketin ,and h. 'h .y g Operationscompiisinggrowing, ginning and

Processorsandthen, ark, ,, h g '"' an , have it ginned by existingprocessorsandthenmarketthecottonthemsejv ' g" y. existing
coltonispurchasedbydomesticmanufacturers, h'h. 's riasrawSpinners curers, wicincludesthefourmajorlocal

The Australian cotton industry s broad structure andTable 3.10.

109

Page 24

1/8

LD
123

na

285

154

499

156

Total
210

263

274

561

na

3.1.8 Australia's Share of \;\10rld aw Cotton Industry
Australias share of raw cotton rod

ytepastlOyears, hasbeenslowlyincreasin ,atb. years,20 years a , ( , ^ ', as been slowly increasing, atbeit from anegligiblebas;
, ccouns orsome7% of worldexports.

However, as an exporter, Australia's fj7%ex it h ' , Ustr msPositionissubstantiallymoreimportantthan 't

184

1/3

207

358

469

178

612

768

469

key players is summarised in

MocqJ, @rie Agribusiness



(1)

Page 25

Production is, rt T exporter. Around25%of totalworld

Of important exporter, with CIS ,, 'al, " '"'aliaSha!eSthesecond tie,
To'e, t ^ '.('tel USA, USSR and. Pakistanj. ICAC Isee reference 181projects Australia will becomethethird Iare, j Teerencej81''92/93, exceedi, pan, ,,, .z^rgestexporterin 1991/92and, exceeding Pakistan's projected declinin ex rtl

Australia s cotton exports are at the u

exortsofthehih an%Of totalworld
e o this segment of the export market at over 209'.

(2)

MocqworieAgrib^siness



Table 3.1,

AUSTRALIA'S SHARE OFWORLD RAWCOTTON PRO

Year

1971/72
1972/73

1973/74

1974/75

1975/76

World

(kt)

Production

Australia

Volume Worldshare
(kt)

1976/77

1977/78

1978/79

1979/80

1980/8t

12938

13595

13615

13926

11706

43

31

30

33

25

1981/82

1982/83

1983/84

1984/85

1985/86

12385

13860

12933

14084

13817

World

0.3%

0.2%

0.2%

0.2%

0.2%

Page 26

28

44

53

83

99

1986/87

1987/88

1988/89

1989/90

1990/9i*

14995

14465

14479

19239

17388

(kt)

Exports
Australia

Volume Worldshare
(kt)

4/11

4640

4294

3814

4183

0.2%

0.3%

0.4%

0.6%

0.7%

134

I01

I 4 I

249

258

15264

17666

18351

17394

18928

I'91/9, **

,992/93**

2

22

3

8

16

3806

4239

4366

5073

4393

*

**
Preliminary
Forecast

0.9%

0.7%

1.0%

1.3%

1.5%

214

284

286

305

433

19942

20391

Source: (1) ICAC, Cotton: World Statistics, October 1991.
(2) ABARE, ARQ, various issues.

(3) ABARE, Commodity Statistical Bulletin, various issues.

0.0%

0.5%

0.1%

0.2%

0.4%

5

to

24

48

59

4367

4255

4293

4535

4434

1.4%

1.6%

1.6%

1.8%

2.3%

360

480

0.1%

0.2%

0.5%

0.9%

1.3%

79

129

81

140

241

5730

5083

5704

5233

5183

1.8%

2.4%

1.8%

3.0%

1.9%

3.1%

5.4%

251

176

286

291

314

4882

5065

4.4%

3.5%

5.0%

5.6%

6.1%

363

354
7.4%

7.0%

Mocqi, one Agribusiness



3.1.9 industry Econointc Contribution

In 1990/91, thecottonro '

,, , ,'''o' ($880 million for lint and $93 million f, , ,,,,,, ,ad ''''mated. toaround4% f millionforlintand$93 million for cottonseed), re
'argest agricultural i, d, ,t , -,,, P CIOn- This gavecotton the rankoffjftharg;>stagriculturalindustry, with beef, wool, wh t d '" Gr^11koffjfth

, ,pou Iy, sugar, pigsandbarleyonthesec d
The cotton industry is also a ina'or rural
Cottonproductionisexported. In 1990/9j, ' 'ofAUStraliasrawcotonproductionisexported. In 1990/9jrawcot; '' Ustraliasraw5% of total far P ' .0191rawcottonexportstotalled$676million,

,aterwool, beef, wheatandsugar aTgeStagriculturaj

d' f 'y Somakesasignificantcontrjbutionto Tossf

In addition to these significant direct

'alueadded, ,, I iniCCOntributionsintheformofoutputandinco ,Valueadded, em, j, ,, ri, an, UIOn. sintheformofoutputandincome,

multilierinth iTGCteffectsresultsinacottonindustrmultiplier in the order of af t f ""' 'p ' Cotton industry economic

Page27
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World Cotton Industry
Sununary

The world cotton industry has been evolvin ov
major 111 ustry, in terms of raw cotton production andc , Sorawcottonproductionandprocessing/manufacturinCottonis To^, d ripTOuctipnandprocessing/manufacturing.
contributortomanynationaleconomies 'ryiSamajor

forecastt t I^' P'Q ^"iOn is now around 92 million bales (or 20 minion kt) and is

Around 27% f ''' """ is Consumed. in the; country in which it was grown-
'mporters are NE A P' .', ' qW y the (former) USSR (around 10%). The major
worldrawcottonsupplyanddistribution Summarises

3.2.2 World Raw Cotton Production
World raw cotton production has been increasing (albeit fluctu t'
oyertepast20years(SOOTable3.14). This reflects rim 'I "
3.14)' Teasemareaoverthepast20years(seeTable

World raw cotton' production was 87 million b I
million bales in 1991/92 and 94 million bales in 1992/93 (;co Tables 3.15, 3.16"3-17). The in, - , an millionb41esin 1992/93(SOOTables3.15, 3.16and, j poucercategorycontinuestobedominatedbythreetofourCountties: China (24%), USA (I^',^ ,' '"" to be dominated by three to fourcounttie^: China(24%), USA (18%), CIS (formerI th, us y t Tee. to four

The three key producing countries are China, USA d the t Tee key producing countries are China, USA and th USSR.
that ftj u On Pro ucec!on aworldscale, reaching alevelequaltothat oftlieUSSR. Australia, b co ,""mg alevelequajtoWorld cotton producti, , (, I, ^I , ^""", 's. a relatively small contributor to totalworldcottonproduCtiOn(Seet'able 3.12andSection3.1.8) ' UtOTto total

3.2
3.2. I

Page 28
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Table 3.13
SUP LYAND DISTRIBUTION

August 9, 1991

Years Beginning August I
Million 480. Lb. Bales

BEGINNING STOCKS
WORLD TOTAL

CHINA (MAINLAND )
UNITED STATES
TOTAL NET EXPORTERs
NET IMPORTERS

.-.-.---.

.--..-.-

I 1987 I 1988 I 1989 I 1990 1991 I 199 ~~'~"~..__.___.__._.___ I I I I Est. I proi. I proi.-~---...-

PRODUCTION
coRLD TOTAL

CHINA (MAINLAND)
USSR

UNITED STATES
INDIA

PAKISTAN

BRAZIL
OTHERS

FCO'ITON

CONSUMPTION
WORLD TOTAL

CHINA CHAINLAND)
EASTERN EUROPE a USSR
MAJOR EAST ASIAN 11
UNITED STATES
INDIA
EC

PAKISTAN

OTHERS

37.0

9.4

5 .O

29. 7
7.3

Page 29

34.7
6.4

5 .8

28.0

6. 7

81.1
19.5

11.3

14.8

7. I
6. 7

4 . O

17.7

33.4

4 .8

7. I

26.1
7.3

EXPORTS

NORLD TOTAL

UNITED STATES
USSR

FRANCOPHONE AFRICA
AUSTRALIA

PAKISTAN

CHINA (MAINLAND )
INDIA

84.3

19.1

12.7
15.4

8.3

6.5

3.3
19.0

27.9
3.5

3.0
21.2
6. 7

79.9
17.4

12.2
12.2

10.6
6. 7

3 . I

17.7

83.5
20.1

12.3
10.4

7.6

7.8

6.2
3 .6

15.5

28.6

5 . I

2. 2

22.8
5 .8

.--.-.-..-.-.-..

IMPORTS

WORLD TOTAL

HAJOR EAST ASIAN V
EC

EASTERN EUROPE & USSR
CHINA (MAINLAND )

86.9
20.7

12.1
15.5

9. O
7. 5

3 . 2

19.0

85.4

20.5

12.4

10.9

7.8

8. I
5 .8

4 . O

15.9

31.9
5 . 8

3 . o

26. 3
5 .6

91.6

22. 7
11.7

16.2

10.4
7. 7

3. 7
19.3

86.6
19.7

12. I
10.6

8. 8
8. 6

5 . 9

5 . I

15.9

ENDING STOCKS
WORLD TOTAL

CHINA (MAINLAND )
UNITED STATES
TOTAL NET EXPORTERS
NET IHPORTERS

23.3

6.6
3 . 5

I . 7

.8

2 . 3

2 . 3

.I

93 . 7
22.7

11.0
18.1

10.9

7. 5

3 . 7

19.7

86.4
20.4

10.7
10.3

8. 5

9. I

5 . 8
5 .8

15.8

26.2

6 . I

3 . 5

2 . I

I . 3

3 .8
I. 6

.I

ENDING STOCKS/USE 21
COTLooK A INDEX 31

88. 4

21.5

10.1

10.6

8.5
9.3

5 .9
6.3

16.3

-.--....-.

I Includes China (TaiHan), Hong Kong, ladonesia, Ja h21 World. less. China (Main!ar^) er^in st k ' ' 'P' " Of Korea arb Thait, ,xi.
HOTld. less. Chinacons!"IPtjon. P ', quantity divided by

I U. S. cents per pourxi. Estimate for 1990/91 b
Forecastsfor1991/92and1992/93basedonnetch. '' expected tread, .

. ess-China <Maintarki) ending stocks to use.

300^ce , .^:CAC , co+10, ^ c, ,, 0+11;!"^,+q\t^, A, jc_^., 00\ 1'1'(. I
Mocq!,@Ite ,48nb"siness

24.0

7. 7

3 . 4

2 . I

I . 4

I . 3

.9

.8

23.3
10. I

5 . 4

3 .9

.I

90.9

22.6
9 . 4

10.9
8.8

9.6

6. O

6. 7

16.9

23.8

7. 9

I. 7

2.3

1.4

I . 5

.9

I . 2

26.3
11.2

5 . 2
3 . 9
I . 4

34.7

6.4

5 . 8

28. O
6. 7

22.4

7. o

2 . 5

2 .3
I . 7

I . 5
I . O

.4

-.-...-.

25.2

10.0
5 . 2

3 . 4

I. 9

33.4

4 .8

7 . I

26.1

7.3

. 4 I

72.30

23.3

7. o
3 . s

2 . 4

I. 9

.8
I . O

.6

23.9
10.2

5 . O

2. O

2. 2

27.9

3 . 5
3 . o

21.2
6. 7

. 44

66.35

22.4

10.5
5 . O
I . 8

.5

28.6

5 . I

2 . 2

22.8

5 .8

. 38
82.40

23.3
11.0

5 . 3

2 . o

.5

....-..-

31.9
5 . 8
3 . o

26.3
5 . 6

.38

83

34.6
5 . 5
S . 3

29.0
5 . 6

.38

78
.42
74



Table 3.14

WORLDRA

Year

conoN PRODUCTION

1971/72
1972/73
1973/74

1974/75
1975/76

Area Harvested

0000 ha)

1976/77
1977/78
1978/79
1979/80
I980181

33024

33818

32558

33285

3000i

1981/82
1982/83

1983/84
1984/85
1985/86

Yield

(kgft~Ia)

31513

34966

34000

33100

33548

392

402

4/8

4/8

390

Page 30

1986/87
1987/88

1988/89
1989/90

I 990A;;I *

Production

(kt)

33939

32174

32089

35020

32486

393

396

380

425

4/2

12938

13595

13615

13926

11706

1991/92*
1992/93**

29200

31740

33514

31490

33130

Production

0000 bales)

* preliminary
Forecast**

442

450

451

549

535

12385

13860

12933

14084

13817

Source: ICAC, Cotton: World Statistics, October 1991

59423

62443

62535

63962

53765

34944

35466

523

557

548

552

571

14995

14465

14470

19239

17388

56885

63658

59399

64687

63462

571

575

15264

17666

18351

17394

18928

68873

66439

66460

88364

79863

19942

20391

70/07

81140

84288

79892

86935

91593

93654

MacqJ, @rieAgribusiness



Table 3.15

Country
Year

12,982 13,432

4,431 3,644

11,928 12,778

28,720 19,046

8,360 9,021

4,630 5,586

2,664 2,379

AUSTRALIA. 651 1,142 1,187 977

WORLD 66460 88364 79863 70/07
Source: ICAC, Cotton World Statistics, Oct 1991

USA

BRAZIL

CIS (USSR)

CHINA

('000 Bales)
1983/84 1984/85

INDIA

7,771

3,423

9,976

21,298

6,122

2,271

2,398

PAKISTAN

TURKEY

World Raw Cotton Production: Key Producers

1985/86 1986/87 1987/88 1988/89 1989/90

9,73 I

2,909

12,217

16,261

7,254

6,059

2,376

14,760

3,968

I1,345

19,500

7,140

6,741

2,465

1,293

15,412

3,257

12,704

19,056

8,276

6,547

2,986

1,343

84 288

12,196

3,058

12,227

17,398

10,599

6,679

2,834

1,440

79 892

1990/91

15,499

3,156

12,100

20,714

8,979

7,513

3,03 I

1,939

86 93581 140

1991/92

16,200

3,657

11,700

22,700

10,425

7,655

2,711

1,866

91 593

Page 31

1992/93

18,090

3,738

10,978

22,702

10,901

7,541

2,671

1,907

93 654

Macq, !!one Agribusiness



Table 3.16

Country

USA

BRAZIL

CIS (USSR) 13

CHINA 33

INDIA 9

PAKISTAN 5

TURKEY 3 3

AUSTRALIA

WORLD 100 100 100 100
Source: ICAC, Cotton World Statistics, Oct 1991

(%)
1983/84

12

1984/85

5

World Raw Cotton Production: Key Producers

1985/86 1986/87 1987/88 1988/89 1989/90

18 18

15

15

32

9

5

17

3

5

16

4

14

24

4

11

17

7

23

10

9

3

5

14

24

4

9

8

3

15

23

15

1990/91

18

4

10

8

15

22

2

1991/92

18

100

4

4

13

8

2

100

14

Page 32

1992/93

19

24

10

9

4

4

13

25

2

100

4

3

11

8

12

2

100

24

12

8

3

2

100

3

2

100

MocqL, one Agribusiness



Table 3.17

AJORWORLD RAWCOTTO PRODUCINGCOU TRIES

Year

1971/72

1972/73

1973/74

1974/75

1975/76

3 Major Producing Countries
USA China USSR

1976n'7

1977n'8

1978/79

1979/80

1980/81

2281

2984

2825

2513

1808

Production

(kt)

1981/82

1982/83

1983/84

1984/85

1985/86

2221

2134

2547

2504

2330

2304

3133

2364

3185

2422

Page 33

1986/87

1987/88

1988/89

1989/90

1990/91*

2347

2399

2402

2661

2528

2047

2047

2166

2208

2700

3407

2605

1692

2826

2924

Australia

2615

2767

2669

2858

2939

I'91/9, **

I9921'93**

2961

3592

4637

6253

4147

2119

3214

3356

2655

3374

43

31

30

33

25

World

Total

* preliminary
Forecast**

12938

13595

13615

13926

11706

2891

2599

2172

2597

2782

Source: (1) ICAC, Cotton: World Statistics, October 1991.
(2) ABARE, ARQ, various issues.

3540

4246

4149

3788

4510

28

44

53

83

99

3527

3939

12385

13860

12933

14084

13817

2660

2470

2766

2662

2634

134

I 01

I 41

249

258

4942

4943

14995

14465

14470

19239

17388

2547

2390

214

284

286

305

433

15264

17666

18351

17394

18928

360

480

19942

20391

Mocquorie Agribusiness



3.2.3 World Raw Cotton Trade
(1) Exports

World raw cotton exports have expanded steadily over the past 20 years (see Table
3.18). World raw cotton exports as a proportion of world raw cotton imports has
fluctuated between 24% and 38% over the past 20 years, and is now around 25% (see
Table 3.18).

The six countries listed, 16: USA, CIS (USSR), Pakistan, Australia, China and
Paraguay export 65% of cotton traded in the world. (see Tables 3.19 and 3.20).

USA, USSR and Pakistan whilst being key exporting countries are also key producers
and consumers of cotton. Australia, on the other hand, exports most of the cotton it
produces, and is a relatively small consumer.

(2) Imports

World raw cotton imports have expanded steadily over the past 20 years, in concert
with exports (see Table 3.18).

World cotton import figures indicate tliat over the past ten years, cotton imports by the
key importing countries have remained relatively constant, both in bales and in
percentage share between countries. Japan and Korea are clearly the largest importers
of cotton, however Indonesia has become increasingly important (see Tables 3.21 and
3.22).

Eight countries (Japan, Korea, Indonesia, Italy, Taiwan, Hong Kong, Thailand and
Germany) import roughly 55^6 of the world cotton. China imported fluctuating
amounts over the ten year period, ranging from 1000 bales in 1985/86 to 2,200,000
bales in 1990/91. This amount has been dependent on China's production levels. In
years when production declines there is a need to increase imported cotton. Thailand
has been steadily increasing the amount imported, from 785,000 bales in 1983/84 to an
estimated 1,580,000 bales in 1992/93.

The importance of this data is that the South East Asian region is not only an important
market for Australian cotton, but a growing ntaTket.

Page 34

MacqL, one Agribusiness



Table 3.18

WORLD RAWcoTroN PRODUCTIONANDTRADE

Year Production

1971/72

1972/73

19730'4

1974/75

1975/76

(kt)

1976,7

1977/78

1978/79

1979/80

1980/81

12938

13595

13615

13926

11706

Volume

Exports

(kt)

1981/82

1982/83

1983/84

1984/85

1985/86

Page 35

Proportion of
Production

12385

13860

12933

14084

13817

4/11

4640

4294

3814

4183

1986 87

1987 88

1988 89

1989 90

1990/9i*

Imports

14995

14465

14479

19239

17388

3806

4239

4366

5073

4393

32%

34%

32%

2770

36%

1991/92*

I992,193**

(kt)

15264

17666

18351

17394

18928

* preliminary
it Forecast

4367

4255

4293

4535

4434

31%

31%

34%

36%

32%

4031

4528

4408

3734

4188

Source: ICAC, Cotton: World Statistics, October 1991.

19942

20391

5730

5083

5704

5233

5183

29%

29%

30%

24%

26%

3951

4250

4320

5093

4535

4882

5065

3800

29%

31%

30%

27%

4396

4353

4628

4619

4773

24%

259'0

5542

5083

5716

5479

5202

4882

5065

MocqL!clie Agribusiness



Table 3.19

Country

USA

CIS (USSR)

PAKISTAN

('000 Bales)
1983/84

6,786

3,283

377

AUSTRALIA.

CHINA

PARAGUAY

1984/85

6,215

2,984

1,261

690

19718 20828 20363 26319WORLD

Source: ICAC, Cotton Woi. Id Statistics, Oct 1991

Table3.20 World Raw Cotton Ex ons: Ke, Ex orters
(%)ountry

1983/84 1984/85 1985/86 1986/87

Woi'Id Raw Cotton Ex jolts: Key Exporters

1985/86 1986/87 1987/88 1988/89 1989/90

1,960

3,137

3,148

1,173

2,799

500

374

760

USA

366

CIS (USSR)

PAKISTAN

944

6,684

3,419

2,896

I, 25 I

3,169

340550

CHINA

PARAGUAY

6,582

3,489

2,316

755

34

AUSTRALIA

100100100100WORLD

Source: CAC, Cotton World Statistics, Oct 1991

17

6,148

3,481

3,818

1,312

1,636

902

2

30

4

2,322

735

14

7,694

3,370

1,340

1,377

865

2

6

10

1990/91

23 348

2

5

15

7,900

1,700

1,534

1,416

914

3

15

25

1991/92

1987/88

26 200

3

14

13

7,000

2,500

1,500

1,725

1,025

1,250

22 424

1,055

24 034

2

11

I'are 36

28

1992/93

7,023

3,500

800

1988/89

8

12

15

10

920

23

1989/90

23 803

5

10

13

3

1,875

1,004

1,250

23 262

15

32

1990/91

3

6

14

100

3

6

33

1991/92

5

4

100

7

4

6

31

1992/93

6

4

11

100

4

7

30

6

5

15

100

5

3

8

4

100

5

Macquo!'ie Agribusiness
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Table 3.21

Country

GERMANY

ITALY

TAIWAN

('000 Bales)
1983/84 1984/85

HONG KONG

INDONESIA

988

JAPAN

1,182

1,172

997

KOREA, REP

THAILAND

1,070

1,196

1,566

851

\\/o1'1d Raw Coltoii 1/1/'01ts: 1<e InI o1ters

1985/86

AUSTRALIA

557

WORLD

3,323

1,602

785

987

1986/87

1,206

1,904

1,099

704

21255 21213 21923 25455

Source: ICAC, Cotton World Statistics, Oct 1991

583

1,376

1,627

2,352

1,508

932

3,135

1,644

662

1987/88

6

3,002

1,709

817

976

1,460

,1,810

1,206

1988/89

12

1,060

1,484

1,763

1,376

1,110

3,542

2,119

1,252

3,748

1,926

1,290

1989/90

3

882

1,020

1,479

1,253

1,026

1,292

3,101

2,060

I, 22 I

3

3,413

1,955

88 I

1990/91

3

1,070

1,600

1,369

1,070

1,562

2,900

2,950

1,375

1991/92

23 348

2

Page 37

1,124

1,519

1,413

1,085

I, 79 I

2,714

2,060

1,486

1992/93

26 256

5

1,146

1,631

1,470

1,104

1,929

2,769

2,101

1,580

25 166 23 892

5

22423

5

23 262

5
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Table 3.22
Country

GERMANY

ITALY

TAIWAN

HONGKONG

INDONESIA 3

THAILAND 3

JAPAN 16 15

KOREA, REP 8 8 8

WORLD 100 100 100

Source: ICAC, Cotton World Statistics, Oct 1991

(%)
1983/84

5

1984/85

6

6

Woi. Id Raw Cotton lm o1ts: 1<e jin

5

1985/86

5

6

3

7

4

5

1986/87

4

6

9

5

1987/88

5

6

3

8

6

4

4

1988/89

14

ortei's

6

4

7

5

4

1989/90

5

15

6

4

8

100

5

4

4

1990/91

15

8

100

5

6

6

4

5

4

1991/92

4

13

7

Page 38

8

100

5

6

5

5

1992/93

5

12

7

8

100

7

6

6

5

5

8

12

7

12

6

7

100

5

12

9

100

8

7

12

9

100

Mocquorie Agrib^91'118ss



3.2.4 World Raw Cotton Consumption

World raw cotton consumption has increased steadily over the past 40 years (see Chart
3.2 and Table 3.23).

Four key countries consume approximately 55% of world cotton, these being, China,
USSR, India and the USA. However, Pakistan is increasingly important with 7% of
world consumption in 1991/92 (see Tables 3.24 and 3.25).

Other significant consumers of cotton are Japan, Brazil, Taiwan and Italy. These
countries have generally not increased their share of cotton consumed.

China, the leading consumer of world cotton, is also a leading producer importing only
approximately 2% of world cotton. China therefore is not an important market for
world cotton, due to its own large production.

Japan (3%), Korea (2%), Taiwan (2%) and Italy (2%), other consumers of world
cotton are also key importers - 12%, 9%, 6% and 7% respectively. Whereas India
(11%), Brazil (4%), Pakistan (7%), whilst key consumers are also key producers,
consuming most of whatthey produce. The USA (10%) and CIS (8%) are not only
key consumer and producers, but also key exporters, 30% and 15% respectively.

The importance, tilerefore, of the largest consumers of world cotton as markets for
exporters lies not with consumption alone but with consumption relative to production
and imports.

Chart 3.1
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Table 3.23

WORLD RAW COTTON STOCKS, PRODUCTION AND CONSUMPTION

Year

1971/72

1972/73

1973/74

1974rr5

1975/76

Ending Stocks

(kt)

1976/77

1977n'8

1978fi'9

1979/80

1980/81

Production

4851

5434

5727

7352

5770

(kt)

Totalsupply* Consumption

1981/82

1982/83

1983/84

1984/85

1985/86

12938

13595

13615

13926

11706

5232

5963

5255

5152

4869
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(kt)

1986/87

1987/88

1988/89

1989/90

I 990, '9 I ~

17619

18446

19049

19653

19058

12385

13860

12933

14084

13817

5755

5833

6011

10087

11198

(kt)

Stocks to

Use Ratio**

1272t

13034

13469

1364i

13336

18155

19092

18896

19339

18969

1991/92*~

1992/93~

14995

14465

14479

19239

17388

8054

7553

7266

6073

6233

*

**

Total Supply = Beginning Stocks plus Production
Stocks to Use Ratio = Ending Stocks divided by Consumption
Preliminary
Forecast

***

0.38

0.42

0.43

0.54

0.43

13/22

13133

13703

I4/27

I4212

****

19864

20220

20312

25250

27475

15264

17666

18351

17394

18928

Source: ICAC, Cotton: World Statistics, October 1991.

6935

7300

0.40

0.45

0.38

0.36

0.34

14/49

14448

14664

15/08

I6562

26462

25720

25904

24660

25001

19942

2039j

0.4 I

0.40

0.4 I

0.67

0.68

18244

18180

18583

18844

18806

26175

27326

0.44

0.42

0.39

0.32

0.03

19248

19789

0.36

0.37
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Table 3.24

Country

ITALY

TAIWAN

JAPAN

World Raw Cotton Coiisiimptioii: Key Consumers ('000 Bales)
1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90

S KOREA

INDIA

1,140

1,245

3,277

1,617

6,580

2,553

2,3 11

BRAZIL

PAKISTAN

1,212

1,341

3,181

1,637

7,118

2,753

2,503

AUSTRALIA

USA

CHINA

1,185

1,977

3,098

1,811

7,183

3,180

2,449

CIS (USSR)

WORLD

1,419

2,216

3,430

1,874

7,819

3,485

3,214

94

5,926

15,714

7,900

67 353
Source: ICAC, Cotton World Statistics, Oct 1991

1,511

1,859

3,430

1,994

7,843

3,727

3,564

93

5,540

16,002

8,630

69 392

1,424

1,753

3,485

2,090

8,093

3,774

3,968

97

6,399

18,909

9,200

1,447

1,548

3,205

2,075

8,615

3,507

5,063

101

7,452

20,976

9,400

1990/91

76 070

1,575

1,419

2,940

2,000

9,05 I

3,325

5,775

102

7,617

20,065

9,000

1991/92

83 793

I, S9 I

1,391

2,764

2,040

9,323

3,400

6,300

100

7,782

20,533

9,200

Page 42

1992/93

83 500

1,623

1,419

2,819

2,101

9,603

3,590

6,747

103

8,759

19,662

9,200

85 352

1/7

8,500

20,452

8,740

86 552

139

8,500

21,463

8,303

86 377

135

8,800

22,570

7,597

88 406 90 891

MacqL!one Agribusiness



Table 3.25

Country

ITALY

TAIWAN

JAPAN

World Raw Cotton Coilsiiiiiption: Key Coilsiimei's (%)
1983/84 1984/85 1985/86 1986/87 1987/88 1988/89

S KOREA

INDIA

BRAZIL

2

PAKISTAN

2

USA

5

2

CHINA

2

2

CIS (USSR)

WORLD

10

5

2

4

2

3

9

23

2

10

Source: ICAC, Cotton Woi. Id Statistics, Oct 1991

4

2

4

2

2

4

12

8

3

8

100

2

4

23

2

2

3

12

9

4

8

100

2

1989/90

4

25

2

2

4

12

9

9

26

11

4

100

2

1990/91

4

2

2

4

10

4

9

100

2

1991/92

4

24

2

2

5

10

11

3

9

100

2

1992/93
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4

24

2

6

10

23

2

11

11

3

100

2

4

2

2

7

11

10

10

23

10

100

3

100

4

2

7

11

10

4

24

7

10

10

100

25

8

100
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3.2.5 Stocks

World raw cotton stocks have also risen steadily over the past 20 years (see Table
3.23). World raw cotton stocks to use ratio has fluctuated between 0.32 and 0.68 over
the past 20 years (see Table 3.23).

Over the past ten years the largest stock holders of cotton have been, China, USA,
India and Brazil (see Tables 3.26 and 3.27). These countries are also the key
producing countries, but not necessarily key world exporters.

Table 3.26 shows that China, USSR and USA are the largest holders of cotton stocks at
present. The impact of this is the influence these stocks have over world price. A
sudden release of cotton on the world market can cause a decline in price.

3.2.6 Prices

World cotton prices are recorded in two main ways, either by the prices on the New
York cotton futures eXchange or by the prices on the Cotlook Indices.

The Cotlook Indices are an indication of the fluctuation of international cotton values.
Daily prices are used to calculate two average values, the Cotlook A and Codook B
Indices, which reflect the prevailino world value of two styles of cotton popular on
most markets.

The Collook A Index is cotton classed as Midling I-3132". It is calculated by takino
the simple average of the day's cheapest five quotations from the following 12
selections, Memphis, Russian, Mexican, Turkish Izmir/ Antalya Standard I, California'
Anzoria, Pakistan Type 1505, Australian, Central American, Indian H-4, Paraguayan,
Chinese Type 329, and African *Franc Zone' tSee reference 101.

The Cotlook B Index is for coarse cotton, commonly used for the production of lower
count yarn. It is calculated by a simple average of the day's cheapest three quotations
from the following 8 selections, Orleans/ Texas SLM I-1132", Russian SLM I-1/16",
AToentine Grade C-112, Chinese Type 527, Brazilian Type 516, I-1/16", Pakistan
Afza1 I-1132", Turkish Adana Std. I RG, Indian I-34 tSee reference 101.

The most important factor to note regarding cotton prices is that they fluctuate
extensively, not only froiii year to year but witliin a year. Charts 3.3 and 3.4 illustrate
this point. Since 1973, there has been a two in three chance that in any given year, the
price has varied on average up to 25%. This variation in price has a significant impact
on the returns to a grower within any given season.

Another important factor to note is the reasonably strong (as expected) inverse
correlation between world cotton stocks and world cotton prices (see Chart 3.5).

Page 44

Mocq!, one Agribusiness



Table 3.26

INDIA

BRAZIL

Won'Id Raw Coltoii SI()cl{s ('()(I() 13:11cs)
1983/84 1984/85 1985/86 1986/87

PAKISTAN

AUSTRALIA

USA

2,245

2,240

596

CHINA

USSR

3,03 I

3,593

1,471

884

WORLD

Source: ICAC, Cotton World Statistics, Oct 1991
World Raw Cotton Stocl<s (%)Table 3.27

1983/84 1984/85 1985/86 1986/87Year

512

2,775

3,032

710

4,575

3,578

1,467

804

INDIA

4,102

19,891

1,863

46 330

BRAZIL

27 608

2,938

2,940

I, 42 I

502

PAKISTAN

1987/88

AUSTRALIA

9,348

17,230

2,798

51 457

USA

2,09 I

2,784

2,287

940

CHINA

8

1988/89

5,026

9,361

2,55 I

37 042

USSR

8

2,386

2,266

1,046

876

WORLD

3

7

1989/90

5,771

6,430

1,806

34 789

2

8

10

Source: ICAC Cotton World Statistics, Oct 1991

3,349

1,672

1,341

841

3

29

9

1990/9 I

7,092

4,764

2,194

33 529

2

7

3

2,106

1,353

1,549

1,252

2,200

5,084

3,973

28 628

9

100

3

43

8

1987/88

199 1192

3,000

3,509

2,123

27 866

2

8

2,830

1,589

1,409

1,260

3,000

5,824

5,100

31 906

4

18

100

4

6

33

1988/89

1992/93

Page 45

8

3,532

1,717

1,409

I, 162

5,270

5,481

5,211

34 589

5

14

100

7

25

7

1989/90

3

7

7

17

100

3

12

1990/9 I

18

3

6

5

20

100

5

7

1991/92

14

3

5

6

17

100

5

9

1992/93

13

4

5

8

8

100

4

10

18

4

5

14

9

100

4

18

3

16

15

100

16

15

Mocquorie Agribusiness
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Chart 3.3
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The Australian cotton industry is expected to continue to export 90% plus of its
production. Markets in Europe have been successfully developed. However, it is
likely over 85% of Australian cotton exports will be to Asian customers. The pattern
that has developed indicates the size of the share to Japan, South Korea and Taiwan
will decline in favour of developing countries, Indonesia, Thailand and Malaysia.
Longer term SriLanka, Vietnam and Burma may become significant.

Key Export Market Profiles

(1) Japan
Indonesia(2)

(3) RepublicofKorea
Taiwan(4)
Thailand(5)

AUSTRALIA'SExp RTCOTTONMARKETS

4.1

(1) Japan

This is Australia's most important market. It accounts for 39% of OUT exports (1990),
the largest sinole national export destination. Also its investments in spinning mills in
other countries in South East Asia, extends its influence considerably. Anecdotal
evidence suggests a significant proportion of Australian cotton exports to Indonesia (the
second largest export marketin 1990) were for mills operated by Japanese companies.

Japan is Australia's largest customer. The amount purchased declined for some years
but remains significantly higher tlian other markets (see Table 3.6).

Table 4.1

Australia's Cotton Exports to Japan 1985/86 to 1989/90

'000 Bales
533.9
330.3
246.8
444.7
530.7
438.3

Page 49

Year

1985/86
1986/87
1987/88
1988/89
1989/90
1990/91

Source: The Japan Cotton Traders Association

The poor sales in 1986/87, 1987/88 and 1988/89 resulted from the wet harvesting
conditions in those years with consequential lowering in quality. The Japanese customer
puts more emphasis on bright cotton than other countries and this continues to be a
major requirement of this market.

MocqL, one Agribusiness



As an importer we hold a minor but significant share of the Japanese market (see Table
4.2).

Table 4.2

Australia's Share of Cotton imports to Japan 1985/86 to 1989/90

Year

1985/86
1986/87
1987/88
1988/89
1989/90
1990/91

Please note: figures - '000 bales
Source: ICAC Cotton World Statistics

Total
TinDOrtS

3,002.4
3,748. O
3,412.5
3,542.3
3, 100.8
2,900. O

Future Demand

Japanese industry spokesman consider Australia's reputation as a supplier of uniform
cotton is good and has improved in recent years, Accordingly, Australia is seen as an
important long term supplier. Some mills now utilising Australian cotton require a
continuing supply of OUT cotton as their mills are set to handle a mix which depends on
the Australian input.

The size of the Japanese industry will decline in the longer term. There is significant
labour shortages being experienced as the Japanese worker shuns factory work in
preference for employment in the service industries. Companies are moving plants to
countries where labour is plentiful and cheap. These include:

Indonesia

Malaysia
Thailand

Australia's
TinDorts

533.9
330.3
246.8
444.7
530.7
438.3

Page 50

Korea is now considered a higher wage country and is not favoured for Japanese
investment. Vietnani is considered but no Japanese mills have commenced operations
there as yet.

There are no statistics on the level of Japanese ownership of plants in developino
countries. Some industry people consider the Japanese niove off shore has peaked.

It should be rioted that the low count fabric production is being discontinued in Japan in
favour of production in developing countries. High count quality fabric production will
remain in Japan.

%

17.7
8.0
7.2

12.5
17. I
15.1

Mocquorie Agribusiness



Trends In The Cotton Industrv

Australian cotton is generally regarded as suitable for Japanese mills and it is felt the
quality is satisfactory for the mills technology in the longer term.

Australian cotton is well regarded for:
Absence of honey dew
Reasonably free of contamination
Reasonable strength
Shipping and packaging reliability
SiCala is now preferred by some mills over SIV
Timing - Australia has the advantage of supplying when major sources are
carrying significant holding costs.

Concern was expressed with regard to:
The properties of poor colour due to wet harvesting. The question was posed
several times: Can we breed plants which can be planted and harvested earlier to
avoid the wet conditions? The unreliability of our weather pattern was not
understood by some of the Japanese industry people.
Labellino - It was considered desirable to provide more information about the
source and quality of bales. If 1/100 bales was HVltested using methods which
were consistent with buyers testing, this would be a great advantage.
Belts - One customer commented that the bale ties were inadequate and could be
inIProved upon. Burst bales had occurred in some shipments as a result of poor
tlGS.

Ginning Speeds - There has been some concern about ginning speed effect on
quality although the problem is more serious with some USA suppliers.

Page 51

HVI Testing

Spinlab and MCI equipment is used in Japan and many firms have their own HVllines.
It seems Spinlab is more widely used.

Trends In Ginning Machinerv

No new technolooy is foreseen winch will dramatically impact on cotton types through
to the year 2000. Present trends are towards:

More automation

Higher speeds

Consequently the cotton quality will need to be:
High strength
Longer fibre

Japanese spinning still relies on Ting spinning to a greater extent than the emphasis on
open end spinning in the USA. Where ring spinning applies Australian cotton is
considered ideal.

Mocq!, one Agribusiness



Distribution

Japan differs from other importers in the role of the merchant. Whereas Australian
shippers generally sento mills through an agent, the Japanese agency firms deal with
one of the eleven odd merchants. The merchant companies play a key role in shipping
and finance. This structure is extremely solid and unlikely to change.

The ability to control shipping and finance costs allows merchants to manipulate prices
in various markets. This can and has disadvantaged Australian growers.

Communications

It was noted that Japanese associations receive delegations from cotton supplying
countries. They also receive many visitors from the USA. However, they rarely see
Australian representatives. On the other hand, Japanese buyers constantly visited
Australia and Australian shippers were in direct contact with the mills.

The AUStrade offices in Osaka and Tokyo had little or no contact with the Australian
cotton industry and carried no information or promotional material.

Trendsln End Use

Tile Japanese view is that cotton will continue to improve its share of the world textile
market at the expense of wool and man-made fibres.

(2) Indonesia

Indonesian textile sector has grown rapidly in recent years, especially tlie garment
industry. This rapid growth developed to a demand for niore local spinning capacity.

This has led to a substantial increase in the number of new investment projects in the
spinning industry over the past three years, rising from 17 approvals in 1988, to 40 in
1989 and 50 in 1990.

As a result, Indonesia's textile sector has been charioino substantially over tile past
111ree years or so and is now becoming niore complete. There has been a move from
very labour intensive downstream textile industries (finished textile products and
garments) towards capital intensive upstream textile industries. This move is expected
to strengthen the textile sector as a whole, which continues to be an inIPOrtant export
earner after oil and gas.

This increased investment in Indonesia's spinning industry has come from both local
and foreign investors like Japan. Many of the new investment projects are joint
ventures involving investors from the newly industrialised countries of Taiwan, Korea
and Hong Kong. The entry of investors from those countries is part of the trend of
industrial'plant relocation to lower labour cost developing countries.

Page 52
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The spinning industry is an intermediate textile industr , brid '
(fibreproduction OrimpOTtS) and downstream industries ('fabric ,, d ',- i' Ustries
making). The spinning industry is viewed as a profitable ind, t , h- ,' ''ri'
important role in holding down the cost of downstream textile d "
Th , Creasing. exportorientationoflndonesia'stextilesector.
new projects. For example, in 1990, 36 companies received a Toval f
theweavingindustry, 33inkriittingand25inspinnin "
In the past few years, Indonesia hasincreased its spinnin ca 't d
therearen0,60,000 y g, OarO^n 4,511ijlljonnow. Triaddjtjon,
Th' h ' P. g S areO to spinning capacity ISProjectedtoincrGaSG.
characteristics, with strengthandfinenessassumingeven r te ' "
Indonesiasspinningindustryislocatedpredominantl in Java, I
whichhasplentyoflabour, andisclosetoboth am co ' '
materialsources. The location of spinning millsandtheirca a 't 199 '
Table 4.3

Number of Mills
WestJava 92
CentralJava 25
EastJava 22
Jakarta '
Yojyakarta 5
NorthSumatera 2
WestSumatera 2
SouthSumatera I
Ban I
Total 158
Source: International Cotton Advisory Committee

There are some cotton only spinnino mills in Indonesia. How , h
mills produce blended yarn, using cotton and polyester or ra on. Th' " b
ready supplies of locally produced polyester and rayon.

The spinning industry is stillconfronted with inari roble ,machinery, ,hi, his, ,,,,, I, ,tore, laceb, ,,,,,, fhihi, t, ,,'t t ' ' '
of raw materials, which are mainly imported and useu val bl f' "'
Replacing spinning machinery and equipment is now bein Iven a h' h
many machines are now 15 years old and ajargepartofthes in ' d "
millmodemisation. Such replacement is now underwa, 'th rygovernmentschemes. ' ey

Notwithstanding, Indonesia's spinning industry out ut has b
recentyears. Spunyarnproductionincreasedby12% er earf 198 'recentyears. Spunyarnproductionincreasedby12% er earf 1986 '
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Number of Spindles
2,028,192
1,119,280

302,610
253,930
114,096
36,000
14,400
30,384
20,400

3 919 292

In
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To date, Indonesia'stextileindustryisstillsomewhatlabo t ,
b g ynO. avinghi^litechnologyorfujiyautomated. This ismainly
Government policy is to seekexpansioninindustrieswhichc 'asubstantiallabourforce. isanemploy

Some general trends now clearly occurring in Indonesia' t
and garment manufacturing industries are:

Increasing unitlabour costs (although stilllow by total world stand d
Increasing substitution of capital machinery for labour.

Increasing automation in the spinning industry.
The supply of raw materials to the spinning industr is an '
production process, given that rawmaterialcostsaccountfor60% 6 'productioncosts. o0yarn

I aj , t;great. niajorityofsuppiyissourcedfromimports, with
restricted mainly to SUIawesiandEastJava. Theminorj I f g g. is
continue, ,, d, ,fi, ,t, the, ,,, it, blew, t, Ii, ,t, . S, I f '
Indonesia s spinning industry is sourced as follows:
Table 4.4

Local Production Im ons
(kt) (kt)

23.7 128.6
14.3 171.4
15.0 195.2
5.7 263.0
3.3 340.0

Source: International Cotton Advisory Conimittee

Raw cotton imports by Indonesia doubled froin 1985
being the USA, and Australia (now running second):
Table 4.5

USA Australia Pakistan
1984/85 70 6 14
1985/86 49 13 30
1986/87 61 10 39
1987/88 63 12 22
1988/89 69 24 57
1990/91 105 40 35
Source: international Cotton Advisory Committee

Indonesia s domestic production of synthetic fibres also has b
few years, particularly polyester fibre, which has had a 12.59' al' "
production overthepastfiveyears. This increased MMF su I b '
Indo, e, i, ', te, tjiej, d, ,try. 'in'

1986
1987
1988
1989
1990
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spinning and textile

Totalsu I
(kt)

152.3
185.7
210.2
268.7

to 1980, witlithe main source

Brazil

2
6

18
9

31

China
21
42
57
43
33
17

Total
127
153
203
192
242
281
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Triaddition to doInesticspun yarn, Indonesia'sspunyarn r uirements b
imports of botlicotton and synthetic fibre spun yarn, which have increaed h
pastthree or four years. Such imports are sourced, in particular, from th NIC , IandChina. ' "

Indonesia s textile sector is expected to expand even further over the ne t f ,
with spinning capacity projected to riseby some 15% peryearoverthene t f '

From Indonesia'sviewpoint, the strengthsandweakriessesofAustral' :
(1) Strengths

The very small honey dew content.
It is all (siC) jingated.

(2) Weaknesses

Cotton is sometimes weather affected.
NGps content.
Marketing system.
Lack of competition amongst growers and suppliers.

Indonesia s demand for raw cotton imports is likely to remain stron fo th f
future. Australian raw cotton has a reputation for being of o0d to excell t al' ,
and suited for 30 to 400r45 countsofyarn. The provisoisthatitis t ff :
and regrettably Australiahasareputation for beingsomewhatinconsistent' th' '
- but so too do other suppliers.

Lookin. ^ to the future, tits important for Australia's raw cotton
Indonesias cotton spinners and manufacturers support a move to k
based on HVl objective measurement.

Feedback froni Indonesia clearly states that the future de d b Id
Australiancottonwillcoiitinuetoincrease, in volumeterms, in fut M ,
Indonesian buyers will be increasingly quality conscious, and willseek h' h al' '
raw cotton in future. This accords with its mill modernisation Ians.
(3) Korea

Contribution of Textiles and Clothing to the National Econom
The textile and clothing industry has played a vital role in the industrial' t' f
Korea. By 1975 the sector accounted for 19% of total value dded d 2 "
industrial employment. It alsoaccounted for 34% of total ex orts. Sinc th , }
and clothing's relative importance has declined. In 1989 it contributed 9% ' f
added and 14% of industrial employment while accountin for 26% f tal
(see Table 4.6a). Although textile products are the top export earners, their ' U
share in total exports declined during the 1980's. This attern reflected in
of a number of complex factors. Some of these were related to the ina
environment, while others related to industry specific factors such as trade rest ' t'

Tlie geographic proximity of Australia to Indonesia.
The relatively lower vanability of Australian cotton,
number of varieties.
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due to the limited
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Table 4.6a

importance of textiles & clothing to the South Korean economy, 1975-89

1975 1985 1986 1987 1988 1989%
Share of value added

in manufacturing
Share of total exports
Share of employment
in manufacturing

Source: Korea Federation of Textile Industries

South Korea purchased 14% of Australia's cotton exports in 1990, the third highest
buyer. tCotton Yearbook, 1991, p, 401 In three of the previous five years South Korea
was our second largest customer whilst Japans spinning capacity has declined in the
1980's South Koreas industry was still expanding (see Table 4.3). Like Japan, South
Korea is moving new plant off shore due to labour shortages at home.

Table 4.6 shows Australia's exports to South Korea. The quality problems referred to
above caused by wet conditions at harvest, held back sales. Sales improved as the
improved quality cotton became available.

Table 4.6

Australian cotton exports to the Republic of Korea
'000 balesYear

18.9

34.4 23.1 25.2 24.5 23.2 25.8

13.7

25.3 20.7 20.1

1985/86 205.1
91.61986/87

1987/88 45.4
187.91988/89

1981989/90

Source: International Cotton Advisory Conimittee

The South Korean spinning industry has most of the trends rioted in Japan
significance of Australia's share is set out in Table 4.7.

12.8
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11.3 10.3

18.4

9.0

Table 4.7

Australia's imports to the Republic of Korea as a % of Total imports
AustraliaTotal

15.9 13.8

1985/86
1986/87
1987/88
1988/89
1989/90
1990/91

'000 bales
1709
1926
1955
2119
1975
1950

Source: International Cotton Advisory Committee

'000 bales
205.0

91.6
45.4

187.9
198.0

The

%

12
4.7
2.3
8.8
10

Mocq"one Agribusiness



Future Demand

A major concern in South Korea has been tlie rising real wage level. This has impacted
on competitiveness particularly in the lower quality, 20 count range. Pakistan and the
PRC are now significantly lower cost producers and this has impacted on South Korea's
market for this fabric. Accordingly more concentration is being given to 40-60 count
yarns.

Demand for cotton related closely to GDP growth and the Korean industry sees growth
in the GDP for developing countries impacting favourably on demand for cotton
products.

One source estimated Australia would increase its share of the Korean market "given
good weather".

^I\

USA was the main supplier to the Korean industry but Australian cotton played a
significant role. Australia's share of imports is now 9%. We rank second or third as a
supplier to this market Isee reference 18, p. 1301.

The most significant change in this area is supply of cotton now being offered by the
USSR (now known as the Commonw^Ith of Independent States CIS). The stability
and uniformity of product and its shipment is yet to be tested but if tliese criteria are
met CIS cotton could affect other cotton exporters market share.

Future developments in the Us Conoress is unpredictable. However, the sheer size and
proportionate weight of the Us as a supplier can create rapid price swings as happened
following the 1986 Us farm bill. (See Diagram).

Trends In Cotton Industr
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Korea's preference has been for SIV cotton from the USA. It is regarded as stron^16r
and with a better nap than Australian cotton. Australia's cotton is regarded as having
the benefit of:

Uniformity
Reasonable price for the time of year, at up to 5c/Ib cheaper than tlie Us.
No honey dew - this is a growing problem in a number of supplier countries.

Concern about Australian cotton was due to:

colour deterioration in the wet harvest years

short term supply, the Australian suppliers did not offer cotton all year around.
The facility of continued supply would enhance Australian cotton, if it could be
done economicalIy. The USA is working to supply this service.

Macquorie Agribusiness



HVl

AboutsevenHVllinesareoperatinginSouthKorea. Therewe b
be resolved in this area to ensure testino is precise and uniform.

Korean firms used a simple test for honey dew and have established th' b
Us suppliers. The Us industry hasataskforceworkin on th h d
Stren ths and Weaknesses

Strengths:

Australian cotton can be expected to benefit from the decline Us
quality and its relatively high price. In the inid 1980's USA led
cheapest cotton butts now seen as a high price supplier.
Australia s reputation as a supplier is good.

Quality is satisfactory in "good weather years".
Weaknesses:

Perceived problems of wet harvest years,

Seasonal supplier rather than constant supplier.
Manufacturino

Ring spinning is still tlie norin in South Korea and this Is not expected to alterdramatically.

The same pattern of moving low count yarn production off shore is d I
in Japan. The reasons are the same also, mainly domestic labo h
wages. South Korea is now involved in Indonesia and Sri Lanka. K
concerned at labourquality and productivity in thesedevelo in count' d h
offshore may reverse if current moves do not work out successfulI
End Use
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Korea s expectation is that the cotton market will grow in line w'th I
and that current consumer preferences for natural fibres will co t' hterm. origer
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(4) Taiwan

Taiwan is a significant importer of our ex orts b 'years' Table4.8 h XPOTtS GIIginthetopfiveforthelastfiveyears, Table4.8showsthelevelofexortstoT' Ive
fallenawaysincethemid1980's PUTCasedhas

Taiwan imports of cotton are set outin Table 4.9. This shows Australia's share of themarketis declining also.

Like Japan the growth in spinnin!^ facilities in Taiwan ha t ed
decline (SOOTable4.8). The Taiwanese have concentrated ,, th U, , ' ''p ' to
However, thereisagrowingawarenessofthebenefitsofA tal' ""T'
an opportunity toincreaseAustralia'sshareofcottonimorts Gis

Table 4.8
Year
1985/86
1986/87
1987/88
1988/89
1989/90
1990*

Raw Cotton Exports to Taiwan from Australia
metric tons

35.53
42.63
32.82
30.78
25.58
21.15

Table 4.9 Raw Cotton imports in Taiwan
Total Australia

metric tons metric tons
4/4 35.53
512 42.63
394 32.82
384 30.78
273 25.58
298 21.15*

* CalendarYear(Source: FarEastTradeService)Source: ICAC

1985/86
1986/87
1987/88
1988/89
1989/90
1990/9i
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Futui. e Demand

New spinning facilities are now tendino to be laced ff- h
applies in Taiwan as was rioted in Japan and South Korea.

Taiwan now looks to manufacture in Indonesia, Mai , Th '
shortages and higher labour costs are cited as the reason f th'

Australian Share
%
9
8
8
8
9

7*

The same scenario

Manpower

Macq!, one Agribusiness



Strengths and Weaknesses

Strengths

Price is competitive

oney ew - now a serious problem for some countries such h

Improved reputation as a supplier.

Very little complaint with Australia's supply performance.
Australia s cotton now rated ahead of USA cotton b t
Africa.

Weaknesses

Australia s cotton is not as well regarded as the hand ' ked
which does not have the same nap problem as Australia t
Ginning is too fast.

Opportunity

It is considered Australia could supply a longer sta 16 now b ' dmills. gemandedby

Australia should avoid wet harvest and gin more slowly to meet Taiwaneseneeds.

Threats.

Page 60

s industry is so dominant it could over supply the market d

Taiwan s demand is declining as the number ofs indle d I'

USA srepresentativesarecontinuallyvisiting the Taiwa driotdoenoughofthis. aiaoes

USA labels its product as Us cotton. It enters int
makers to ensure products promote Us cotton. Promotion f d
by Taiwan manufacturers and influence buying decision fcotton. ouroUS

The CIS is seen as a more significant supplier in 1991/92.

second behind West

African cotton

Mocqwoite ,48nb^siness



t^^.

installed ,an mustrytestingbody. HVl
purchasedbyTaiwanwillbetested ry

Honey dew is a serious problem and varies from ear t It is anticipated HVltesting will be introduced to measure this condition.

Spinlab seems to be the preferred HVl equi merit.
Manufacturing

Australia s cotton is regarded as of satisfacto
mills. NodramatiCChangGiSSeGninmachine wh'h ' , WSPinning

'on of our cotton. Ring spinning is still used in the s
Cotton End Use

not ff ed TeasarealthreattocottonasitssupplyiselasticandiS

It does not see cotton growth as automatic. With a
capacity it will buy less cotton in the long terni.

(5) Thailand

The textileandgarmentsectorisoneofthe 'o0Other beln fd GSecondbiggestsectorsinThailand, the

rate of 15%. ,; ri" growt rate) and this is continuing albejt at a reduced growth
aroundonemillionpeopie. UGaneinpioys

Around 10 years ago, much of the investment in the Tl
wascomingfromHongKong, in particular, andJaan. M SectorbeenanjnvestmentsOurCeandlocaljnvestmenthasajso y atWari as

Howev , G g g in. Ustry hastended not to target specific sectors.
diversify the exportproductmix. Accordinl, machjn PTSan to
Tom30%to5%recently ' Greruc

albeitf I OW yworldstandards, they arenowrisingsubstantiall
movebythetextileand!^armentsectorto roduceh'h g GCurrent
Iepresentedbyusingbetterqualitycottonfibreand ,d P UCS is.GPresent y using better quality cotton fibre and rod

expandedaccessoriesindustry conan
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testing will be
1992 all cotton

expected reduction in spinning
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The Thai textile and garment sector is projected to co t'
five years, at a rate of 10 % per year. This will involve incr I
operations, in response to higher labour rates.

Thailand produces only relatively small quantities of raw cotton, which is grown in thenorth east of the country.

The amount grown locally has fluctuated somewhat from
increased from this plateau. Moreover ifitis highl unlikel t f
bj ,Wl. It^ igh. h^coldityandlackofacooldryseasontohinder

Raw cotton production in Thailand in recent ears has b :
Table .10

Year
1984/8s
1985/86
1986/87
1987/88
1988/89
1989/90

ource: ICAC

Raw cotton imports supply most of the
Imports are mainly from USA, Pakistan,
counts)asfollows: ' '

Table 4.11

kt
79

102
57
74

106
86

1984/85
1985/86
1986/87
1987/88
1988/89
1989/90
Source: ICAC

Theincreased importsfromAustraliaoverthe asttwo ear fl :
(1) The overallincreasein Thailand's spinning ca acit .
(2) The trendindemandtowardsmediumcounthigher ualit b

trend to hit^her quality garment production. The hi her ual't
soughtis in terms of greater fineness, greater stren th and I
h b' ' 'g^TqU ity;GPutationbygeneralworldstandards,

The Thaitextileandgarmentindustryischaracterisedb f I
coinpri^ing of many companies) with integrated operations coverino s I fb'production and garment making, plus many smaller coin anIes wh' ^ h 'integration. eieorno
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USA
44

4

52
58
33
88

spinning requirements for cotton. These
(for lower counts) and Sudan, (for higher

a Is an

15
34
59
36
78
27

Sudan
33
57
59
27
54
25

Australia
3
4

3
3

20
6

Total
144
178
281
192
273
266
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Page 63

The currenttrend in the Thaitextile and garment secto t d
increasing capital intensity, andresultanthigher uaj't T4GSaj!d
increasingly, local Thaitextilecompaniesareseekjn ext at .. g , is at

Lao, d Countriesbj3ingtargetednoware, vietnam, Cambodiaand
environmentstartedtobecomeanissuearoundoneort S atte
concernisbeenexpressedthatdyeingplantsinSamutrakar : ampe
Bangkok, are polluting the river. EventualI, the '11h ' ^iac^nttoVeryexpensjve. , reocatewhichwillbe

Val dded garmentindustry trendtohjghervaluelandhencehiher
rotors, d ' ygOingtom^. 11ifestitselfinhighspeedspinningusin
wh' hA - G:" ' growing. emphasisonhigherquality, stronger finer fibre,

Macq!Jane, 48nb^siners



Table 4.12

Metric Tons

USA

AUSTRALIA

CHINA

PAKISTAN

USSR

TOTAL

Table 4.13

1983/84

378

Imports of Cotton into Japan by Key Country
1984/8s 1985/86 1986/87 1987/88

330

% Terms

USA

42

AUSTRALIA

CHINA

PAKISTAN

USSR

20

341

35

39

67

724

40

124

51

1983/84

5

Source: ICAC Cotton World Statistics

1/6

15

683

I 13

52

Imports of Cotton iiito Japan by Key Country
1984/8s 1985/86 1986/87 1987/88

326

93

6

45

72

3

654

133

50

5

107

10

37

1988/89

281

54

6

8 16

147

19

8

60

18

2

16

1989/90

348

97

17
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743

103

14

40

95

7

9

1/6

45

18

771

45

13

44

27

1988/89

5

7

16

20

675

36

8

1989/90

13

2

13

12

51

17

6

7

4

2
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Table 4.14

['000 Metric Tons]
1980/81

97

0.87

USA

AUSTRALIA

PAKISTAN

COTE D'IVOIRE

TOTAL

Table 4.15

[% Terms]

1981/82

160

3

5

6

260

InIPOrts of Cotton iiito Taiwan by Key Countries

1982/83 1983/84 1984/85 1985/86 1986/87
94 114 91 85 173

27 36 43

1/9 90

19

4/4

2

USA

5

214

AUSTRALIA

PAKISTAN

COTE D'TVOIRE 2
9

Source: ICAC Cotton World Statistics

1980/81

15

7

45

3

227

198 1182

62

Imports of Cotton into Taiwaii by 1<ey Countries
1982/83 1983/84 1984/85 1985/86 1986/87

21 34

12

255

73

2

41

16

341

7

3

45

1987/88

114

33

2

27

1988/89

62

31

59

11

8

21

512

44
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1989/90

75

26

26

9

29

394

5

1987/88

29

32

8

18

384

14

1988/89

16

5

24

8

273

11

1989/90

27

5

8

15

9

2

5

7
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Table 4.16

1'000 Metric Tonsl
1980/81

USA

PAKISTAN

AUSTRALIA

TOTAL

Table 4.17

[% Terms]

294

1981/82

7

USA

.65

332

Imports of Cotton into Korea by Key Countries

1982/83 1983/84 1984/85 1985/86 1986/87

304

PAKISTAN

AUSTRALIA

3

326

1980/81

88

298

Source: ICAC Cotton World Statistics

5

1981/82

276

7

330

2

InIPOrts of Cotton into Korea by Key Countries

1982/83 1983/84 1984/85 1985/86 1986/87

90 80 35 69

3

7

93

8

349

286

11

16

130

62

358

2

79

54

291

18

1987/88

372

2

2

12

297

1988/89

4/9

11

4

15

426
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270

40

17

1989/90

15

1987/88

70

3

3

42

298

461

4

14

3

1988/89

58

9

9

42

450

1989/90

66

3

9
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4.2 EuroDeanMarkets

The following six European countries, Germany, Greece, Italy, Spain, UK and
Belgium, in 1989/90 (latest statistics) accounted for 17.8% of Australia's exported
cotton market. This has risen from 6.1% in 1985/86 tSee reference 18, p. 1021.

The UK is the only market which has shown consistentimprovement over this period.
The other markets have fluctuated up, reaching a peak in the 1987/88 period, with
26.2% of our exported cotton going to these six countries [See reference 18, p. 10^].
Australia's share of these markets is small, as can be seen from the table 4.18. The
greatest market share achieved was in 1987/88, with 10.6% of the Spanish market tSee
reference 18, 'p. 1421.

Turkey's market share in the above eight countries has been declining over the past 10
years' Despite this, Turkey holds a larger share of these markets than Australia, with
the exception of Italy and Spain.

4.3

India plants more cotton in terms of land than any other country, making up 114 of the
world total cotton plantings, Yields are amongst the lowest in the world and account
for 10% of world production. Only I% of India's cotton farmers cultivate more than
20ha. Two thirds of farmers works less than 2ha of cotton.

There are a number of constraints on cotton production including:
Irrigation water - rainfall

Insufficient fertilizer and pest control
Better monetary returns for other crops, such as rice, sugar cane and
bananas

India

Page 67

Ginneries

Most of the gins are old and slow.

ExDorts - India has been a net exporter in the 1980's with an average level of 50,000
bales. Japan is the major customer.

There are 3,000 gins, two thirds of which have single roller ginstands.

Returns to Growers - Yields are particularly doubtful in India, as 70% of the crop is
rain grown and this varies with monsoon activity. Farmers are showing a preference
for crops with more predictable yields and better returns. The 1992 statistics are
expected to show a further reduction in raw cotton production.

Demand - Table 3.13 shows India's cotton s innin co acit has in r
the 1980's and is stillincreasing.

If the trends continue to develop India will have a significant requirement to import
cotton of a type similar to Australian raw cotton. Indian textiles are developing the
finer yams end of the market. The Pakistan cotton industry which is mainly
mechanized does not supply a cotton suitable for Indian needs.

TCAC predictions for 1992/93 indicate production will exceed consumption and there
will be a surplus to export. Anecdotal evidence suggests there will be a shortfall in
production. This presents an opportunity for Australian marketers.

Macqi, one Agribusiness



Table 4.18

'000 t

Germany

Australia's Exports to 1<ey 1/11poitiiig Bill'oneaii Colliiti'ies and the Percentage Shai'e of Cotton Ironi Allstralia

1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90

Greece

Italy

Spain

UK

Belgium

Source: ICAC Cotton World Statistics

0.4
0.87%

0.62
0.28%

0.04
0.01 %

1.35
0.62%

6.6
0.23%

12.81
4.2%

9.56
3.6%

0.11
0.2%

0.17
0.2%

5.89
2.7%

3.94
1.1%

0.07
0.13%

1.36
4.0%

2.95
2.5%

1.57
0.6%

0.08
0.2%
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10.29
3.2%

0.62
1.0%

3.84
8.8%

12.09
10.6%

1.35
0.6%

1.4
2.5%

13.25
4.0%

0.48
0.9%

1.81
4.6%

5.29
6.1%

2.23
4.8%

8.78
2.7%

0.55
1.2%

6.7
5.7%

0.72
1.4%

1.11
3.2%

0.44
I%
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Table 4.19
'000 t

Germany

Greece

Allst, 'alia's Expoi'Is to Eiii'()PC
1980/81 1981/82 1982/83

Italy

Spain

Turkey

UK

Yugoslavia

Belium
Source: ICAC Cotton World Statistics

Table 4.20 Turkisli Exports to Eiiropeaii Colliitrics and Percentage Snare of Total Cotton Imported
'000t 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89

0.15

1983/84

Germany

0.75

0.6

Greece

O. I

0.02

1984/85

0.4

Italy

0.43

0.15

16.26
10.3 %

0.02

Spain

0.05

1985/86

0.06

UK

3.7

1.34

23.61
12.1%

0.2

Source: ICAC Cotton World Statistics

0.06

1986/87

28.17
14.5%

18.78

6.9

30.4 I
13.3%

7.09
16%

0.06

0.16

1987/88

36.09
16.5%

0.57

3.48
8.0%

6.74

13.57

4.36
14.3%

6.59

1.09

14.47
6.7%

4.24

1988/89

36.82
15.4%

3.42

10.61

1.31

5.01
10%

2.85

5.54
9.2%

0.4

15.82
6.7%

10.93

3.9

1989/90

3.09

11.62

20.92
8.1%
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2.75
4.7%

8.89
11.2%

3.15

5.49

0.61

6.9 I
3.2%

6.57

26.19
10%

1.45

6.9

1.01
2.1%

0.67
1.6%

6.97

2.03

6.54
8.6%

0.47

15.65
5.2%

3.5

16.48
6.2%

2.7

0.7
8.1%

1.44
3.1%

1.12

0.93
1.1%

1.88

4.75
2.2%

36.28
10.2%

2.43

O. 14
0.4%

1.05
2%

3.17

6.48
5.5%

28.73
12.4%

5.74
1.8%

1989/90

9.06
20.9%

1.43
2.5%

0.13
0.1%

4.42
1.9%

26.77
8.2%

0.05
0.09%

4.04
10.4%

3.63
4.2%

7.64
2.3%

1.37
3.2%

1.09
0.9%

0.42
0.12%
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Table 4.21

Textilo Fit>or Consu mpilon
GDP

Source: ICAC ICxiile lib, .!, den\, rid mudd

\VO Ri, I) TEX'I'll, it FIBER CONS Ui\11"1'10N AND ci)I' G Row'I'll

1980-901970-801960-70

3 I

30

,'*V, n1001\11.11.11:' n rri. 111 (: I\, mr;O

27

28
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1990-2000

It^^11^^~~^;^

aA
L . L

30

19

2 .O
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Table 4.22
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5.

5 . I

AUSTRAL

Introduction

This section provides a brief audit of the Australian raw cotton marketing system.
Australia's raw cotton marketing system is unique in many ways. It is a free market
system, devoid of government intervention and artificial price or subsidy distortions.

It is this characteristic that has attracted, in varying degrees, all main international
cotton merchants to compete for a share of the Australian crop.

Australia's political stability, western style of business and finance, geooraphic
advantage and quality of cotton, are all strengths to be exploited.

5.2 Marketin S sternOverview

Marketing System Characteristics

A free market system
Free competition amongst buyers
Large number of sellers (approximately 900 growers), althougli around
50% or so of total seed cotton production is accounted for by a few
largercorporate growers
Small number of buyers (marketers and merchants)
Prices reflect international raw cotton market supply and demand
conditions and prices

Absence of government involvement in marketing
Means growers need to be niore market/marketing oriented than
otherwise
Growers are more self-reliant

Note: although the arrangements ceased in the inid 1980's, domestic
spinners used to have to pay import parity prices for Australian cotton,
whereas they now pay (lower) export parity prices
Note: also, until recently (1990), ginners were allocated quotas, in an
orderly way, to supply tile local market

Price averaging options exist
to Pools (seasonal and call)

Risk management options are available
Price hedging (futures and options)
Currency management

(2) RiskManagementNeedandUse

Risk management is needed because international raw cotton prices are highly
volatile

Large fluctuations within and between years
eg, In the past 80 years, the average yearly range between the high and
low price received by Us growers has been 80 cents per pound. Over
the past three years, the price has ranged from a high of 92 cents per
pound to a low of 30 cents per pound.

'SRAWCOTTONMARKETmGSYSTEM
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A study in 1989 by the New York Cotton Futures EXchange showed that
Australian cotton was the highest user of New York Cotton Futures, apart from
Us growers. Given a large proportion of Australian cotton is traded between
merchants, and may go through up to five transactions before Teaching a rillll, it
is easy to see why a crop of 1.5 to 1.8 million bales call be such a large part of
New York Cotton Futures trading.

In Australia, a reasonable estimate of the direct use of futures (New York
Cotton Futures) in trading cotton is:

Growers: around 10% to 20% (sales to merchants/marketers)
Marketing pools: around 50% hedged
Merchants/marketers: around 90% to 95% (sales to mills)

Main Buyer Category

Australian Marketers/Merchants(1)

Namoi Cotton Co-oDerative L_td:
The largest single marketer of Australian cotton, grower owned, major
ginner.

Oueensland Cotton:

Newly corporatised marketer and ginner, obtaining cotton predominantly
from Queensland, but opening offices in NSW.

AUSCOTT:

(3)
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Californiaii owned (I G BOSwell Company), grower, ginner and
marketer.

Collv Farms:

Owned by Commonwealth Funds Management Limited, largest grower
in Australia, ginner, marketer.

Cotton Tradino Co oretion CTC :
Grower owned and funded, involved in ginning and niarketino.

International Merchants(11)

Dunavant EnterDrises:
Us based merchant and ginner.

ContiCotton:

Us based merchant, owned by Continental Grain.

Volkart:

Swiss based merchant, specialISIng in cotton and coffee.

Weil BTOs - Cotton AUSt. :

Newest entrant, Us based.
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Ralli Brothers & Conev:
Had a long standing arrangement witli tile former Queensland Cotton
Marketing Board, now obtaining cotton from both Queensland and New
South Wales, UK based.

Allenber &Hohenbero:

Limited presence in Australia, Us based, owned by Cargill.

A number of predominantly Swiss merchants utilise smalltrader firms in
cotton from AustralianSydney (eg: Coinmicot) to source

producer/processors.

(4)

Merchants, by definition, are traders. Their skills
commodity for a lower price than they can sellit for.

In Australia, the merchants have:

(1) Increased competition withintheindustry.

Introduced cash offer sales.(2)

(3) Introduced faster payment for purchased cotton.

(4) Supplied a bench-mark for growers when comparing daily prices.

(5) Forced Australian marketers/merchants to upgradetheirskills.

However, witlithe exception of Dunavant Enterprises, which owns and operates two
o1ns in Australia, the merchants financial commitment to the Australian industry is
mininial. Their prime loyalty 11as to be to their overseas owners.

Merchants
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(1) Selling andPricingAlternatives
The Australian raw cotton niaTketing systeiii is characterised by the Tallge of selling and
pricing alternatives, although ntaiiy of 11/6 niore sophisticated arrangements are little
used. The alternatives include:

Sellin andPricin ATranoements

are in their ability to buy a

Crop sale alternatives
Fixed bale number

Fixed acreage
Balance of crop
Whole crop
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Pricing (Grower Payment) Alternatives
Pool pricing (price averaging)

Seasonal pool
Call pool

Individual pricing
Cash offer
Sell futures

Buy put options
Cash offer plus buy put options
Sell futures plus buy call options
Sell call options
Option combinations (eg collars (buy puts and sell calls), spreads)

(2) Pricing Mechanisms

Our pricing systems are reliant on a futures market in New York, the New York Cotton
Futures EXchange, which is made up of representatives from the major Us merchant
houses.

The two most quoted pricing mechanisms are the New York Cotton Futures and the
Liverpool"A" Index. However, these two pricing mechanisms do nottotally represent
international cotton spot prices.

The New York Cotton Futures price is influenced by the Us Farm Program and
speculator trading. The "A" Index is an average of prices offered, not actual prices
paid. (See Section 3.1.5).

The Australian Basis(3)

Much has been said of late about the Australian "basis". It represents actual cash price,
less futures price. The selling basis is generally a combination of costs to handle, ship
and finance the cotton, and is expressed as points on New York Cotton Futures.
Historically Australia's basis for a middling 13/32 G5 cotton has been between 600 to
800 points on New York Cotton Futures. Currently, it is historically low at 300 to 400
on New York Cotton Futures. Wily? Many factors impact on the basis, such as:

The Us Farm Bill advertises an adjusted world price (AWP) which sends a
signal to buyers that either cotton will be cheap or expensive. Currently it is
cheap.

Poor crop estimates - buyers still expect Australia to produce 1.9 million bales.

Sellers caught on the wrong side of the market, needing fast sales reduce their
asking price.

Sellers needing cash flow reduce the basis to ensure sales.

Anthese factors impact on the price available to the grower.
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The current basis levelrepresentlevels applying when New York Cotton Futures were
$0.89 Us/Ib. New York Cotton Futures are now approximately $0.25US/Ib lower but
the basis has not strengthened. This should be a major concern to all in the industry.
However, due to a lack of industry cohesion, the problem cannot yet be tackled from
an industry-wide standpoint.

5.4 Chan esNeededtotheMarketin S stern

Coinmeniin this Seciion 5.4 is oko cowl'ed in demilin Section 6.

Our marketing system is as old as the international cotton market. It was devised and
set up by merchants. For allits good points the Australian marketing system still
represents a system based on centuries old principles. Such principles do not reflectthe
value of cotton to a modem spinner, and do not properly reflect prices paid to
Australian growers. Moreover, these principles alienate the grower from the end user.

The current cotton marketing system, based essentially on subjective evaluation criteria
such as grade and staple, and micronaire, represents the main obstacle to compensating
growers for producing cotton with fibre characteristics desired by spinners. It also
sends incorrect signals to ginners in regard to processing the fibre in a way that
preserves the cotton's intrinsic fibre properties.

Tile "New Era" electronic data information systems now being supplied with the latest
generation of spinning machinery are puttin;; entirely new evaluation terms in the hands
of the textile industry. This requires spinners to concentrate on improving their
knowledge of raw material properties and their interaction in the processing system.

What the industry needs to propelitself into the future is a new classing system which
allows spinners to evaluate fibre properties necessary to produce yarns to their buyers'
(tile spinners) specifications and pay growers accordingly.

This concept will take some time for the industry to accept as it represents such a
radical departure from the current systeni but it must be realised that both the
micronaire measurement and Pressley strength nieasurement took many years to be
accepted by the world niarket.

Many merchant firms will ar^ue that these changes are unnecessary and costly to the
industry but most already utilise HVl testing themselves, in their sales to overseas
agents and spinners, to maximise their profits.

In 1991, it became mandatory in the USA to use HVl testing to qualify for
participation in the Loan Program. Thus the world's dominant cotton exporter has seen
the need to make far-reaching changes to its cotton marketing system. It has
recognised "a competitive advantage". The Australian industry must not be left behind.

Many will point to some short-comings of this new system and with somejustification.
HVl testing has problems with repeatability and coinparability, but an industry
directive on set standards for sample selection, calibration and testing conditions, would
answer these deficiencies.
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More work is needed on testing for fineness and maturity, as well for as short fibre
content but this is already in the pipeline, both internationally and in Melbourne at the
Textile Fibre Research Institute. If Australia committed itself to this system as an
industry it would help to accelerate this research.

The old system has served our industry wellto date, but with new spinning technology
being increasingly adopted, it will no longer serve to advance our industry into the
future. The new marketing system must be "spinnability - orientated", based on
objectiveIy measured, market driven, fibre characteristics. This will ensure plant
breeders and growers will continue to breed and produce cotton required by spinners,
cotton that will improve our customers' profitability, enabling them to pay the
premiums that cotton marketed through this system can and will provide.
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COTTONCLASSIFICATIONANDMEASURD, I'GTEClmOLOG6.
REVIEW

6.1

The objective of this section is to:

"Assess the impact, relevance and market response to new technologies for
measuring cotton fibre" (Study Objective No. 3)

It will endeavor to provide some answers to key questions, such as:

What are tile ramifications of the new cotton spinning technologies for
cotton fibre quality characteristics?

In future, what cotton fibre quality characteristics will determine its
demand and be used as a basis for marketing cotton?

What classing system will best serve Australia's cotton industry in
future?

Introduction

What cotton fibre measuring technologies will be used in future and what
will be their impact?

This review of cotton fibre measuring technology in Australia, now and in the future,
starts from the fundamental tenet for commercial success:

Give the market what it wants. That is, supply the niaTket for Australian raw
cotton with the type of cotton it wants, in accordance with the classification
systems and measuring teclinology required by the market.

Ultimately, of course, growers will produce the cotton which maximises their t^Toss
margin at the farm gate, which is a combination of unit price times yield, less variable
costs. The best way to help ensure gross margins are maximised, however, is for
growers and breeders to be particularly attuned to market place requirements and
trends, and to produce accordingly.

Another inIPOrtant point to note is that althougli generalisations can be made and trends
can be identified regarding the market importance of cotton fibre characteristics tilere is
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a market for alltypes of cotton. This is because different manufacturing technologies
(especially spinning), and different end product uses, have different orders of priority
regardino cotton fibre characteristics, and different cottons can be blended together, or
blended with other fibres (such as man made fibre (MMF) or wool).
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6.2

There are a range of raw cotton quality characteristics which determine its value, both
in terms of its various end product uses, and its suitability for various manufacturing
processes. This is discussed further in Section 6.3. The main characteristics, in no
particular order are as follows:

(1) Fibrestrength
Fibre strength (or breaking tenacity) is measured as the force required to break a
sample fibre of a certain mass. It is commonly expressed as cN/tex (or
grains/tex). Typical values are around 20 to 25 cN/tex.

(2) FibreElongation
Fibre elongation is a measure of the extra length to which the sample fibre can
be extended before it breaks. It is expressed as a percentage of the unextended
length. Typical values are around 7%.

(3) FibreFinenessand YamFineness
Fibre Fineness can be defined in two ways Isee reference 321:
(1) Biological(Genetic)Fineness

This can be measured as the perimeter of the cross section of the
fibre, expressed in microns (micrometres). Typical fibre
perimeter values for USA upland cotton are 47 to 60 microns.

Alternatively, biological fineness can be measured as the
diametre of a circle having the same perimeter as the fibre cross-
section.

Cotton Oualitv Characteristics
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(ii) Physical(Gravimetric) Fineness
Physical fineness is measured as linear density, or niass per unit
length.

TechnicalIy, linear density measures coarseness but it has become
customary to think of linear density as fineness, even though fine
fibres have smaller linear density values than coarse fibres.

The commonly used systeni for expressing the physical fineness
or linear density of fibres (and of filaments, slivers and yarns) is
the tex system. The basic unit is the tex, which is the mass in
grains of I kilometre of the product. Multiples and sub-multiples
of the tex are kilotex or ktex (kilograms per kilometre), and
millitex or intex (milligrams per kilometre or micrograms per
metre).

Typical USA Upland cottons show physical fineness in the range
of 150 to 190 intex.

The historic English unit of expression is micrograms per inch.

The denier system, the principal system used for MMF and silk,
is expressed as the weight in grains of nine kilometres of the
product. Thus, a denier measure of I has a tex measure
equivalent of 0,111 (I divided by 9), or 1/1mtex.
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Both average fineness and fineness distribution are attributes of fineness.

This is alsoaconvenientpointtodiscussbriefl tile h' yarn finenessis measured. There are two grist system methods for tliis:
(1) The Indirect System

Also known as "count"

Based on length per unit mass (the number of standard 16n thunitstandardmass) gunitsper
Used for most spun yarns, such as cotton and wool
For cotton, the (British)'hank system is a measure of the b
standard 840 yard hanks of yarn per pound wei ht. Th
has8,400yardsperpound. ' '
The smaller numbers(orcounts) meanheavierorthicker , d
larger lumbers (or counts) refer to finer yarns. The count is inve I
proportional(hence, indirect system) to the size (or thickrie f h'
yarn. Thus, 100 count yarn is 10 times finer than 10 c t, s_!!!^!:tanlOcountyam.
The Direct System
Also known as linear density system
Ba^ed on niass per unit length (the number of standard inaunitstandardlength) assunitsper
Used for MMF, silk and jute
For inari made filament yarns and silk yarns, the s stern '
deniers, WITere the denier number is the number of stand d
of 0.05 grains per 450 metres of Ienoth (or the wei htin r f "kilometres) b gingramsofnine
The smaller numbers relate directly to the finer yarns, and tile largernumbers ritean heavier or thicker yarns.

Fibre Maturity .
fibrewjj. H re Gbreeo. fsecondarythickeningofthe
and h 1'f '. ' 1"^- thickening) with regardtoniechanicalprocGSSin'
241. , sunpuishedtScoreference

Cotton fibres grow in two majorphases. Fibreelon t' h
occurring over 23t035days. Thesecondphase, occurrin 35 '
andceasingafewdaysbeforethecottonbolloens, I '
thickening of the fibrewall, starting on themner suf' f h ar'reference2S, p. 601. 0ewalltSee

Fibre maturity is expressed as a maturity index or a mat ^

Both average maturity levels and maturity distribution areatt 'b f

(2)

(4)
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(5) Fibre Length
Fibre length (or staple length) is usually expressed in inches (or minimetres).
Official UsDA standards for length range from below 13/16 inches to I 1/2".
USA Pima cotton varieties have greater staple length than USA Upland cottons.

Typical staple lengths for Australian cotton are I 1/16" to I 5132" for jingated
cotton and 31132" for dryland cotton.

Both average fibre 16ngtli and length distribution are attributes of fibre length.
Length distribution covers length uniformity (expressed as uniformity ratio (UR)
or uniformity index (Ul)) and short fibre (less than 12mm) content (expressed as
the percentage by weight of short fibres in the sample, or as a SEI (Short Fibre
Index)) tSee reference 31, p. 851.

(6) Non-Lint Content
This covers:

(1) Trash

- Leaf, seed, stern, grass and bark.
Dust and dirt(ii)

(Ii) Foreignmatter

Nori-lint content is expressed as a percentage of tile total mass of the sample.

(7) Colour

Cotton is coloured white when the boll opens. However, white cotton can lose
its brightness and become a dull greyish colour due to rain exposure and
microorganisni action tSee reference 311. Cotton can also become discoloured
or spotted due to insect attack, fungal action and soil exposure.

Discolouration can also be caused by oil or grease contamination from
liarvesting machinery, green leaves, and otlier crushed parts of the cotton plant.

NGps Content
NGps are small knots of fibres whicli appear as dots ill the lint. They are related
to maturity, or, more specifically, tile lack of it. Immature fibres collapse and
become entangled during processing, forming neps. NGps can form during
operations such as machine harvesting, ginning, dyeing, cleaning and, in
particular, carding.

NGps, it should be noted, are manmade - they do not occur in seed cotton.

Both neps content and distribution are factors to consider. NGps are measured
by carding a web and counting the neps per unit of area tSee reference 61.

Naps Content
Naps are large tangled fibre clusters, often caused by ginning wet cotton.

Stickiness
Stickiness is the sugar content of a cotton sample. It is caused by plant sugars
(a ~general' stickiness) and honeydew (a localised or spotty stickiness due to
insect exudates and other sources). It is expressed as a percentage (sugar
content) of a log sample, or by code numbers if spotty in nature.
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(8)

(9)

(10)
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(11) Other Quality Characteristics
Other quality characteristics include:

Friction(1)
- Largely related to fibre surface wax

(ii) Elasticity
(ill) BulkorCrimp
(Iv) DegreeofMicrobiologicallnfestation

Presence of bacterial infestation (outside or inside) the cotton fibre
(cavitoma attack).

In summary, the determinants of the main cotton fibre quality characteristics are:

Variety
Fineness

Lengtli

Farm Management
Maturity (harvesting time)
Stickiness (aphid control)
Trash content (harvesting method)
Colour (insect and fungal control)

The weather

Colouration (rain causes discolouration)

Ginning
Short fibre content (increased by excess ginning)
NGps content (increased by excess ginning)
Trash content

(3)

(4)

Page 82

6.3 I\Iai. ketlmnortaiice of Cotton Quality Characteristics

6.3. I Tile impact of Quality Characteristics

A sinole cotton fibre is actually a single cell. Whilst it is growing, the fibre is akin to a
cylindrical tube, with primary and secondary walls. After naivesting, tile fibre tends to
become flat like a ribbon, and is twisted along its length. The number of twists varies,
froni 150 to 300 per inch, depending on plant variety. The finest cotton varieties
average around 300 twists per inch, and the poorest (coarsest) around 150. It is these
twists which give cotton its excellent spinning qualities, as they provide the friction to
cause the fibres to cling together.
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The physical quality characteristics of cotton lint have a fundamental impact on Isee
reference 171:

(1) Its most appropriate end use

(2) The most appropriate yarn textile and garment manufacturing process
and conditions

(3) Yarn, textileand garment manufacturing behaviourand efficiency

(4) Yarn, textileandgarmentmanufacturingcosts

(5) Yarn, textileandgarmentquality

(6) Yarn, textileandgarmentvalue

(7) And, ultimately rawcotton fibrevalue.

There are two main aspects of each cotton fibre quality characteristic of a sample of
raw cotton that concern a spinner and determine its spinnability, and both are
Important:

(1) The averagemeasureofeach statistic.

(2) The uniformity (evenness, distribution, variability, or coefficient of variation)
of each fibre characteristic. (see Section 6.3.2 for further comment on uniformity).

Tile impact of the main fibre quality characteristics includes the following tSee
reference 171 tSee reference 141.

(1) Fibrestrength
Affects fibre breakage patterns during manufacturing and yam and fabric
(tear and tensile) strength

Yarn strength is directly dependent on fibre strength. Yarn strength also
depends directly o11the number of fibres in the yarn cross section, and
on the amount of twist inserted during spinning.

Stronger fibre is essential for spinning finer counts at elevated rotor
speeds for rotor (or open end) spinning systems.
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(2) Fibre Fineness

Affects neps, spinning efficiency (especially with rotor spinning) and
yarn and fabric quality.

Fibre Fineness determines the technical spinning limit (the yarn count or
fineness that can be spun). New and emerging high capacity .yarn
manufacturing technologies (such as 11igli speed rotor, friction and airjet
spinning) are establishing new requirements for cotton fineness. In any
fine-count spinning process, it is essential to maintain a sufficient
number of fibres in the yarn cross section. The minimum practical
threshold is around 80 fibres in the yarn cross section for ring spinning
and 100 or more in rotor spinning. If the nulliber of fibres in the cross
section is less than these thresholds, the yarn will not spin properly and
will break easily. Finer fibre means more fibres in the cross section of a
yarn of a given count. Clearly, for fine yarn counts, the spinning limit
depends directly on fibre fineness.

Fibre fineness also determines the lowest practical yarn twist level.
Lower yarn twist levels in spinning translate into manufacturing
advantages (higher delivery speeds, and hence higher unit productivity
and lower unit costs), as well as into product benefits (softer yarns of
improved *evenness' without loss of strength, and hence softer fabric
handle, improved drape and better cover). This is particularly desirable
in knitgoods, as well as in many types of woven fabrics. Allthese
considerations are very important to the spinner.

.
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More fibres in the yarn cross section also increases yarn and fabric
lustre.

Despite the importance of fineness, tlie cotton industry has not been as
sensitive to fibre fineness tsee Sections 6.3.3, 6.4 and 6.51 as the wool
industry (where fibre diametre is a principal determinant of market
value), and more recently the MMF industry. MMF producers have
made progress in recent years in increasing fibre fineness from greater
than 2 denier to 1.5 denier, and now 1.2 denier as the norm for use in
b, lended yarns for garments. Applications for even finer MMF fibres
('micro~ fibres of less than 1.0 denier) are being developed.

(3) Fibre Maturity and NGps
Fibre maturity affects neps content and dyed fabric appearance,
NGps incorporated into yarns and fabrics downgrade tileir value. NGps
also affect dyeability, because immature fibres take up less dye causino a
spotting effect on the surface of the finished fabric Isee reference 251.

Fibre Length and Length Distribution (especially Short Fibre Content)
Affects spinning efficiency and yarn and fabric quality.
Longer fibre has little effect on the strength of coarser yarns. But, as
yarn count becomes higher (finer), fibre length becomes increasingly
important.
Increased short fibre content causes waste and reduces yarn strength.
This, in turn tempts the spinner to relieve the problem by raising the
synthetic fibre content of a blended yarn, to the disadvantage of a cotton
seller Isee reference 341.

(4)
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(5) Nori-LintContent

and ""oying InaSSloss(rewaste), manufacturing performance,
(6)

Affects fabric colour, bleaching and d in
(7) Stickiness

Affects inariufacturino efficiency.
6.3.2 Spinning Technology Evolution and R
The history of cotton fibre as a textil
,, sri, gyptandMexico. Gradually, after 'Cotton, ajth h'- byP exiCq. Gradually, after countries began to rd

Cottontext'I , yCelltUTiesbeforecottonbecameapopularfabric. Th
o01textileindustryalreadyexisted), in themjd 1600 an st riglia,

.t is 1/11portant to note that the evolution of
Pressures. of y' Gen rivenfundamentallybyfinancialandecO
'he Continuajse, ,I f nyTiSing. labourcosts. Inevitably, this ledto
,,, o su smutjngcqpjtajforlabour, and therebyrajsjngj^b, ,, rod ,' ri""'(" g'eater output pe, ,, i, ,f, ,, ", an thereby raising I^bourproductivity rates

Colour

his process continues today and will contin
.ysemsenteringthemarketandgaininosionificantm k ' ~OS Spinning

s Go different quality.
Forceiituries, fibrehasbeens unint , o

.n .earl spinning wheel. 1/1/769, Arkwrjht ' ."^, SUp arteSpinninomachjn, ., h ., TWrightinventedthespinningjenii,Spinnin'machinewjth, h .' ""g^tinVGntGd the spinningjenny, a
at once. This commenced the firstniainphaseofth P''sGVeralyarns
In. tile 19th century, tile illdusirial revol
spinning machines:themulGSpinner(thesecondspj, ,in I ." ' ' Power-drjYe,'pinner^"Tame (th, ', h-,, '.' ^P'"" (Ih. G Second spinning evolution phase) and the rin

The 1976's a, d 1986, in" Spinner Produced superior yarn !See reference 141-The 1976's and 1980's saw the f, ,,, h '- "' ''per'p' yarn !See reference 141.
'rigspinningweredisplacedbyrotorspinnin ' yarg
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Figure 6.1, illustrates graphicalIy this spinning technology evolution, whereby unit
spinning costs (total cost/Ib yam), in realternrs have declined with the advent of new
spinning technologies. This can be outlined as follows;

By around 1950, spinning a pound of 30's cotton yarn on a non-
automated Ting spinning frame cost only 72% of the cost of producing
the same yam on a mule spinner.

By around 1975, making a pound of 30's yarn on an automated, high
speed ring spinning framing was 25% less than the cost on a slower,
non-automatic ring spinning frame.

By around 1979, a second generation rotor spinning frame lowered
spinning costs by a further 29% compared with the best ring frame.

By 1984, fully automated rotor spinning reduced spinning costs to 54%
of that of the most modern Ting frame.

Figure 6.1

Non-automated Ringspinning
----~--------- --~--- -f

~~I~~~'AutomateI~Ringspinningj '! I I
I I Non-automatedRotorspinning I

' I",""I ~ AIDmat"11/11/11'!"'I Frictionspinning

Source: Deussen, H. , "Some Thoughts on the Role of Cotton Spinning in New
Spinning Technologies", Schlafhorst Dokumentation, N0 10, West Germany, 1985.

The three newer technologies of air jet, friction and wrap spinning, appear to have
limited potential for expansion because of their yarn properties or costs, although they
may occupy certain niches in the market tSee reference 131. No other, novelspinning
technologies are on the horizon at present.

."~~;

. I I

.8

. . I 1980 1990 2000
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Thus, for the foreseeable future at least, ring and rotor spinning are likely to continue
to be the two dominant spinning technologies. Hence, the continuing spinning
evolution, for he foreseeable future, will take the form of modifications and
improvements to existing technologies. For example, it is highly likely that, in the
next three or four years, there will be an engineering breakthrough using 'hovels" to
overcome the problem of "wrapper fibres" (individual fibres and groups of fibres
wrapping around the spun yarn, leading to a fabric which is less soft to handle) in rotor
spinning tSee reference 161. Once, achieved, this breakthrough in rotor spun twist
insertion will enable rotor spinning to spin higher quality, finer fibre for example,
strength of 26 to 27 g/tex, micronaire of 3.5 and length of I 1/8 to I 3/16 inches), as
well as fibre of slightly lesser quality.

The two dominant spinning technologies for the past decade or so, have been ring
spinning and rotor (or 'bpen end") spinning. Ring spinning is the older and more
versatile method of converting staple fibre into yarn. But, it is also a more expensive
method of inserting twist, as rotor spinning is much more efficient and faster, having
up to six times the productive capacity.

Rotor spinning is a shorter process than ring spinning and has a inucli higher yarn
production rate because the system uses a high speed rotor, instead of a spindle, which
revolves up to 10 times faster that the spindle used in ring spinning. The resultant
rotor spun yarn tends to be slightly weaker, and coarser, but is more uniform tlian, ring
spun yarn. Rotor spun yarns are used in many textile products, such as denim,
towelling and underwear. Ring spun yarns tend to be used for high quality fabrics, or
when strength is particularly important, such as for sewing thread tSee reference 61.

The benefits of rotor spinning are tSee reference 131 its greater productivity and lower
conversion costs (compared with Ting spinning); its flexibility (witlithe exception of
very fine and very coarse yarns, it covers almost the entire spectrum of textile
products; its versatility tit can handle a variety of raw materials, and cotton has been
the niost widely used fibre on the rotor system).

TITese benefits, particularly the much greater productivity, have been the driving force
for the large growth in rotor spinning. Since its introduction in the early 1970's, rotor
spinning has gained an increasing share of world spinning capacity. This has occurred
in particular in the highly industrialised countries of the United States and Western
Europe, and a similar growth curve started several years ago in Asia Isee reference
131.

The spinning capacity (for all fibre types) accounted for by ring and rotor systems is
summarised in Table 6.1. The penetration of the spinning market by 1988 by the rotor
system was estimated to be 36% in the USA and 40% in Europe, with both continents
projected to have 60% of their production accounted for by rotor spun yarn by the year
2000 [See reference 13].

The increase in rotor spinning's world market share appears to have plateaued in the
past two or three years, in part due to the excess supply of ring spun yarn and
consequent lower ring spun yarn price. However, rotor spinning s market share is
expected to increase furtlier, when the price of ring spun yarn rises, and particularly
when the "wrapper fibre" problem technology breakthrough occurs.
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Table 6.1

TOTALFIBRERmGANDROTORSPINNn\IGCAPACITY

Spinning Capacity
Installed to 1988

Ring Spindles (millions)
(short staple)

Rotors ** (millions)

New Installations
1980-1989

Ring Spindles (millions)
(short staple)

Rotors ** (millions)

Replacement Plant
in the Past 10 Years

Ring Spindles (%)
(short staple)

Rotors (%)

USA Europe *

10.5

0.9

Page 88

SIalOceania

11.3

* ExcludingComecon
** Note: 1.0 million rotors has tile sanie spinnino capacity as approximately 5.3

million spindles.

Source: Otto, S. , "A Spinner's Wish List", Cotton International 1992, Meister
Publishing Company

The evolution of spinning technology has had definite ramifications for the fibre quality
characteristics preferred by spinners, and in particular, in what order of priority the
characteristics are required. The main fibre properties which determine the spinnability
of cotton are strength, fineness/maturity, length, uniformity and cleanliness, but the
relative importance of these has changed as spinning technology has evolved.

The importance of the main cotton fibre quality characteristics to various spinning
systems, starting with the most jinoortant characteristic. have been summarised in
Table 6.2. Apart from the emergence of uniformity as a property now of major
importance, Table 6.1 remains relevant today.

0.9

0.6

0.7

World *

89.8

3.6

1.0

0.7

139.3

8

15.3

78

2.7

0.9

32

25.4

1/7

2.7

17

90

18

98
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Table 6.2

Ring
Spinning

I. Ix:noth/

Uniformity

2. Strenoth

3. Fineness

Importance of Cotton Fibre Quality Characteristics

Rotor

Spinning

I. Strength

4. Length/ 4. Length/
Uniformity Uniformity

5. Friction 5. Cleanliness

Source: Deussen, H. , "Some Thouohts on the Role of C It S
spinning Technologies", SchlafhorstDokumentation, Nojo, w G g GW
The notable features of the above fibre characteristic jin

The lesser importanceoffibrelenoth I uniforinit for rotor, a' d
friction spinning, compared with ring spinning.
The greater importance of fibre strenoth and fineness
and friction spinning, compared with ring spinning.

A limitation, to date, of rotor spinnino is that the minimum b ff
'0 to 25% hi h, , ,h . P 9 "'. an. acceptable y^rn (particularly regarding strength) is
spin finecountyarns using rotorspinning. However, finerfb brotorspunyarns. ' InGrcount

In addition, rotor spinning uses a differenttwistinserti0 11 d,
yarndeliveryspeeds, givingniuclihioherproductivit andlowe' H ^
efficientatu^I. ., , .g^neratesayarnstructurewhichisless
fibres are thereforeneededtoensurerotorspun amisofsat'f b
Also, because of its different spinning method, rotor s innin
produceyarnofsimilarStrGngthtScoreference8!. However, wh'Itfb " '
fineness are very important properties for ring s innin' fb I
increasinglyimportantforfinercountyarns ' es

The ITMF Spinners Committee has given detailed
c O. COQn IT^quality characteristics. The ITMFSpinners

States and A ,^,. '' On impOr;GrS (such as!ap^11 and EC countries) the United
reference2jl. coonirequality-tSee

2, Fineness

3. Length/
Uniformity

4. Cleanliness

Air Jet

Spinning

I. Fineness

2. Cleanliness

3. Strength

Page 89

Friction
Spinning

I. Friction

2. Strength

3. Fineness

for rotor, air jet
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Strength and Elongation
The Committee considers

Important characteristic

Fineness and Maturity

Length and Short Fibre Content

c t f y W. at is importanttospjnnersjsatruemeasureofthContentoffb b, importanttospinnersisatruemeasureofthe
(4) TrashandColour

, "mittee places trash and colour in last place (although that is nott

AUStj', UrinalnTecommendationsoncottonfibreproertieS, t
(1)

Hence, h .' ''' in the9ross^cotion of the yarn (ie finer fibre)-
coarser to finer fibres, whjlstmajntajnjno maturjt ,, d ,t, , , ' ''g)
A need to improve fibre elongation, whilst mai ta'
A need for greater evenness or uniformit I
variation) in terms Of Strength, fineness, matu, it , , , "ri' O
generally for any of the required fibre characteristics).'

(4) A need for lower short fibre content and less
.Iven tile recent aim current increasing trend to full

rin. g and rotor systems), an increasingly inTortant a, ,, P''''ng. mills (both
uniformity orevennesswithrespecttoaiitjjem 9'4ityiSfibre
Gngth, strength, finenessandmaturjty), '''aCtGTiStics(suchas

nttren is for newspinninoplantstodemand ' o

Wing e Spinners'Committee'svisittoAust I'

(1) Overall, Australia's cotton ind
piecially in regard to varietaldevelopment, wh'h h ""bj, g Ovarietaldevejopment, whichtheCommitteebelieves hasbeen!;cored to '."' the Committee

cottonfibreproperties(outlinedabove) nson
As cotton is usually harvested onI on

e paid in future to choosing the ri^ht pickin tim . Th'C-n'd bj OC Opsingtheri^htpickingtime. This hasa
spinners, ,the factor, ,, t, ,,,,,, Ibi, fore, ,, d ,' ff ' 'e actor most responsible for even d Gin aff t .

(3) New, high capacity gins pose an inherentthreat to fibre ual't .

(1)

(2)

(3)

strength to be

(2)

(3)

overwhelmingIy the
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Given the rising quality consciousness of
introduction ofHVltomarketvirtuall th hj GCen

coin , Properly implement customginning,Communication, h 'I P P'y implement custom ginning,
grower, needtobeimproved C ote

Given some of the most jin ortant fibr
u y testable(suchas, maturity and snortfibreco t ,Stillessentjalf, ,,,, h, , maturity and snort fibre content), it isstillessential for each spinner t6 be able^ -d 1"' ' re Content), it i,stilles^Gritial for each spinner to be able to identjf WIT, h " " '' ''beenginned, and, h- a Gtoidentifywlierethecottonlias

identification. ^ etaggedtoallowsuch

Australia should keep abreast of the cotto
the USAconcerningHVl, whichheraldstjj b ,. P Gnsjn
cottonmarketing, whichthelTMFSpinnersCo inmanyyears. assoughtfor

fulladv , f ToaG! Vlinstallationbase, ifitistotake

In the cotton contamination s
wit spinnersaroundtheworld, Australiancotto h 'receivedhih k , Us. tmlianCOttonhastraditionally

in uture in preserving the good reputation of its c t
The Committee recommended thmate'al' f 66XCIUSiveuseofcottonasbalepackino
growingproblemofPackingmaterialdisposai e

b minittee's visit to the United States in Januar 1991, 't

(1) Emphasisshould be placed on ,innin, arthe rocessquality. e OSresponsibleforcotton

(2) Regarding maturity, one of the problems for spinners was the presence ofImmature pockets of fibre in a bale.

(3) A major factor witlilower fibre ualit
lint cleaners), with the number of comber n, n, (, ,,, ,g. U^Go excessi, ,fibrecontent)'in, ,,,, i, , -,, , ''in " nqilS (a very good indicator of short

er ginn cotton, spinners prefer good lustre, wh' h 11

(4)

(5)

(6)

(7)

(8)

(9)

(4)
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6.3.3 Fibre Requirement Ramifications

The key ramifications of the above comments on tt f
(section 6.2) and their marketimpOTtaijCe (Sections 6.3. I ,, d 6.31^ y .C aTaCtGrjstjcs
(1) Thecott'd o ^fjj fj y SamaretingandpricingsystemforrawcottonwhiCh

preferences for cotton quality characteristics.

The precursor for enabling this, however, is to have int
a raw cotton classification system, based on an a reed, f
objective nieasurement system for measuring cotton fibre ;h
Given the above two points, the challenge then is for
(continue to) breed cotton varieties with characteristics de dad "' ''
market, whilst maintaining properties favoured by rowers ( h ~ ' "particular, aswellasdiseaseresistance). Syie, in

Cotton Classification System

Traditional Subjective Measurenient Classifi t'

To date, cotton has been classified in tile traditional inari b d
W'thth ff ' g , S Pearl micronairereadjng. This is doneinaccordanCe

Gradeisbasedonvisualappearaiiceof:colour(white to ,I f ,
', p ion (s^inPIG s. moothn. ess after ginning). *Staple' is based on staple Ich th,
' sthtandt h Tenet andfibrefineness. Stapleisdetermined

re Inesses and maturity, using airflow instruments.

h siCal y ' ,We. quailed andexperjencedbutareljmjtedbythe
ind' t h nTeQUiTGdbyniodernmills. Accurate lintgradeSdO
tilespinner. Also, \, anationsmindividualfibreroertjes at O

Irishort, growersarebeingpaidforwhatthe rodu d "
classificationsystem, maccordancewithwhatthesste 11 10n^
Reportisnotcontendingthatthetraditionalclassification , is

But, traditional classification has inherent constraints, h' h
pinner requirements from moving up tlie marketin h '.,!_.:{ re ect spinner requirements from moving up tlie mark t' h '

Thespecificlimitationsoftraditionalmanualclassif :
(1) Length
Manual classing involves determinin stalelenth " "
mandate fordeterminingtheupper2.5%offIbreienth' P gis
optimumconditionsisacCuratetowithin 11320fan h. H , Uner
assessmentcannotindicatelengthuniformityaccuratej , re

(2)

(3)

6.4

6.4. I

Page 92
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(2) Colour

Visual colourassessmentis affected by many variables. The e e reo' t I
variation in the amount of light absorbed and reflected from th' b
qolour perception changes as the quality (wavelength) and quantit (intensit f h'lightsource changes. These changes caused by variations in Ii ht' d
any way to the true colour of an object.

(3) Trash

The assessment of the cleanliness of a sample is ex ressed as t h
characterised as particles on^;inating from boils, burrs, hulls, Gad , I
whicharemixedwithinthelintmatrixofasample. Visualdef 't" f '
is difficult to achieve due to the limited depth of field and sh rt
human eye. Research on the repeatability of visual asse f
contamination indicates that judgement drift accounts for error t ' all12%. ypicyashighas

(4) Fineness

As previously mentioned modern cotton conversion methods s h
placegreateremphasisonfibrefinenessthanonstalelen th. M al "
fineness is not possible. The fineness of cotton can onI be deterin' ed ' h h
scientific instrumentation. Traditionally, fineness is exressed I
micronaire. However, micronaire(seesection 6.4.2)is actualI acorn OS', ' '
of maturity::. rid. fineness. Bothpropertiesaffectendproduct ual't d'ff ,shouldbequantifiedseparately "an

In summary, systeni is no longer appropriate todaybecause:

(1) First, the spinning technology used in earlier decades, could t I
very well. Hence, the traditional classification system foru land tt I
high priority on having good quality with respect to grade. Howe ,
technology has developed constantly over the past few decad a
^pinning equipment can clean cotton quite well. This means that d
Important today as it was in the past.

Indeed, the frequentteiidency tooverginorovercleancottonb I'
reducin fb'I g , ama, estefibrgbycreatingnepsand

Second, traditional style cotton classing, particularl the assessm t f
hih co;I T ypjonetolac!<of precision. Modern,
measuring and classing cotton. This means objective measurement f fb
properties is required.

Third, and perhaps most importantly from the grower's view t, b'
measurement does not ensure growers are paid for whatthe roduce ' t
of spinnability, to the same extent that objective measurement can.
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(4) Fourth, because micronaire provides an indication of (not a in
fibre fineness and maturity, these two attributes are coin ounded, ., h , ' ''
that mature but fine fibre can be downgraded in rice becau 't h h
micronaire reading as, and is assumed to be, an immature b tl f
Thus, micronaire is not a reliable indicator of maturit , nor f

6.4.2 The Micronaire Issue

The original micronaire airflow method for "measurin " mat ^
late 1940's tSee reference 251. It was then thought to be a mea f ' '"-'
fibre fineness or linear density (mass per unitlength). It is still, ^,. .GTiC
density terms, and hence, the finer the fibre the lower the
given levelofmaturity).'However, it has since been shown that inj, ' (' '
measures surface fineness (surface area, e, unit of, ass), which is a comb' 'finenessandmaturity[Scoreference32]. ' maiono
Maturity is the best predictor of dye update. Tinmaturit
problems. Because, fth, ,,, ti, IT, I, ti, ,, hipsb, t, ,,,, i, d ' '
micronairevalueshavetraditionailybeenseverelydiscounted had "problemsoccurring. gyein,

This gives rise to the problem that a mature, but fine fibre h
cross-sectional area (and thus the Same linear density), or alter, ,tj I, , '''esurfaceareaperunitmass, andthusthesamemicronairereadin '
coarsefibre[Scoreference32]. Withoutanindependentmea;ure f ' '
mature, finefib, ,, illb, ,,, fused, ithi, ,, t, ,,,,, arse fb "
discounted forimmaturity, ratherthangivenapremiumforf ' '

The ramificationsofthisforgrowersisthat, with advance o
particulartheuseofrotorspinningwhichprefersfjnercottons, s h '"
to. gain price discounts on what should be premium cottons tSde reference 25 . I d ^spinnershavesaidonvariousoccasionsthattheywould a ino f f '
cotton, provided themarketingandclassificationsystemenablesth' '
6.4.3 Objective Measurenient Classification

Offundamentalimportance to cotton classification is th t, f ,
Ind;^d, h by. . 16 asiso its spinning qualities-its *spinnability'.

. y, greater preclSIon in measuring spinning qualities is needed and it can I b'

The physical characteristics of cotton lintlargel determin th
andmanufacturingroute, theresultantyaTnandfabric ualit, andth '
usefor the end product. This is discussed in Section 6.3. I. ab ' I d " ,lintcharacteristics can vary from baleto bale, dueto:inherited ' tal '
on-farmconditionsandpractices;andginningtreatment '
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The above two considerations means that it is essential f
information on alitheimPOTtantCottonqualitycharacterjst' , f Tae
purchase. Aswellasneedingthisinformatjon, tiles inn I' y Gy
precisely how the properties of the lintinteract with s inn' o d"
spinning performanceandcost, andyarn, fabricandend rod' t ,i. '

.co^ssitates quantitative relationships between lint properties, on the onhand, ands aionsipsbetweenlintproperties, on the one
otherhand. , y ancquality, onthe

market Ih h d g ., We asginners, are toprovidethespinning
true. lint quality characteristics must beguantified, by a^curate in "' ), the
pricingsystemmustreflectthesespinnabilityrequirements '
This can only be achieved by objective measurement of cott I
volumeinstrument(HVl)testingof cottonaimstosatjsfy atigh
6.5 Cotton Objective Measurement Technolo

International research on the importance of lint ualit
idealIy, the values for the following pro erties Gad
characterise cotton lint and objectiveIy tSee reference 171:
(A) Verylmportant

(1) Lengthandlengthdistribution

(2) Strengtli

(3) Nori-lintConte
Trash
Dust

Foreign matter

(4) Fineness

(5) Maturity anditsdistribution

Important

(6)

(7) Dyeability

(8) Neps(sizeanddistribution)

(9) Elongation

(10) Stickiness(mainly honeydew)

(B)

characteristics suggests that,
to be known to completely

Colour
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(C) Lesslmportant

(11) Friction

(12) Elasticity, Modulus, Work-to-Break

(13) BulkorCrimp

Worldwide research is being aimed at develo
Hvj y, P y^n economicalIy. Twopropertjesinpartjcularwhich
pomponentsofthesubjective, manual, grademeasure. H ' .. G
in the us, the classer'sgradewillbereplacedb cojo d ' IPa t^t,the 1993/^4 g Wi ereplacedbycolourandtrashmeasurementwiththe 1993/^4crop[Scoreference17][Scoreference24] ' 'easurementwi
Also, although there are a number of techniques avail bl f

an wit an ICi, ,t, s, ,, d toe, ,bi, its incorporation intoHVi, stems tS f ''51- However, th- P , . " ' its incpiPor^tion into HVlsystems tSee reference251. However, this is being researched, includin arth, T I ' t. corefGrence
achieved. rearthroughwillbe

Thus, the HVl systems of today, allhouoh a ina'or t
research a, d d , , ,O y. G reprG. SentthefinalanswertSeereference 171. Much
accurately measured objectiveIy. Nevertheless, there' d ' 'an
cottonisthebestsysteincurrentlyavailable, andjssu e. -. ^in^o
largelynianualclaSsingOfCOttOnforobtainin accetabj , jeCive,
cottonlintwithrespecttomaiiufacturingandend roduct I. P' nso
Some applications of HVl are tSee reference 171:
(1) Classing andmarketino

(2) Optimum cotton selection for specificend uses
(3) Pricing cotton in terms of its true textile value and I'
(4) Cottongrowingandbreedin,g wingan reading

(5) Improving communication between breeders, growers, ginners andmanufacturers

(6) Ginning trials

(7) Accurate prediction of processing performanceand r d I'
(8) Computer controlled andaided fibreprocessin and yarn manufacturing

I' H TeaslneyaoptedinAustralia, whichcurrentlyhaslOHVl
tendtosellcottonusingHVldata ' ,U Onotyet

o
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NotwithstandingthecurrentsituationinAustral', '
h , menCingin1991, for participation in the Us LoanPror Uthenew arran Gin, ,t, , H, ,, , PariCiPationin the Us LoanProgram. Under
'ligibleforausDA '. accompanyabaleofcottonifthatbaleistobe
from nowon, be sold, H, '^'SGO this, virtually alltheuscropwjii,, so onan asiswithvirtuallyeverblb' '
Under these new UsDA arran ements Se
strengthis18g/tex-anything weaker is SImpi re'ectd. p 'rn. acceptabje

,, j, . P, . 'assGrS' grades will b. e determined as: (a) colour coin 6nentSColonmeter;and(^)trashorieafb ,Id '" ^" (') '"qUT Components viatraditionalclassers'role GoViOUSlyimpactsonthe

There are clear ramifications in this Us move for A al'
ofwojd d ' ytla. adjnternationally. The Us accountsforsome30%of worldtradeatpresent, andthjsjs , accountsforsome30%

('P'nn6rs) seek ob',,, j, , in mar at in future, .a market in which the buyers
well. avetomarketitscropusingHVlas

6.6 Cotton Objective Measurement Rainificat'

In summary, maximum benefits for thsummary, maximum benefits for the cotton indust d
distributors), ill', g '^, Spinners, ginners, merchants, manufacturers and''stributors)willo^I, ,,,,, if ^ ', g'"GTS, merchant^, manufacturers and, , ors) wi only qccurifeach sectorpays due regard to 'giving the market h

Iebasis of apricin!^mechanism, with a ,, ,., y. Gintenformse asisofapricin!^mechanism, with appropriate re normspnciji!^ mechanism, with appropriate premiums and d'
essentialt. aPTiCingmecianismandclassificationsystemiS

Ensure breeders, growers and ginnersproduce cotton with ual't' ' h'market wants'

Reduceinconsistenciesandminimiseuncertaint' I
Ensure growers are paid in accordance with th I'produce. qiyo the cotton they

In particular, a cotton marketin.particular, a cotton marketing system based on ob' t'
chaintoth -)! Spinner requirementstomovebackalon!^themarketin^. into the grower andthebreeder. The bottomijn f !^ Ginarj3ting
price (than otherwise) under a cotton marketj, g 'e'Swillbea^j, ^,,in gysembasedonHVlob'
reference221 TsareonrecordinconfirmingthistSee

In. previous decades in the jin onent textil.previous decades in the importanttextile nations fE ,
r an weaver relied on subjective measurement, w'th'dominant I 'rioniGCtiYGmeasurement, withinerchantsplain adominantrole. With the ad t f 'in"', '''' merchantsplayingaominantrole. With the adventofobjectivemeas ' SpayingaWeavers Id h ' O Obj. GCtivemeasurementafterWorldWarTWO,

becameextj, ,t. , aresut, ternerchantclass
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Similarly, with the growing adoption of objective meas f
grower andspinner, the roleforthemerchantasamiddiem b Gen
tilebuyerwillbecomeincreasinglydoubtful. A1read, som an
spinner. However, justwhowillorganisetheriskmanae e
growerswillhavetobedetermined, and there ina bean o , alforthemerchant. gg, dierent, role

Also, as mentioned above (see Section 6.5), the move to HVl b
withth d. - g. OnWi inevitably meanachangedroleforclassers,
operationofHVllineswillbecomeessentiaj eq

As outlined above (see Section 6.5), the move to HVl based ob'e t'
marketing cottonwillinevitablymeanachangedroleforcl " or
subjective, manualclassification rolenolongerreuired. Skill^d 'lineswillbecomeessentjal. PTaionoHvj

A iiVe. easuremeiitimiplementatiOn
answer, with furtherR&Dworkrequired, whichisono' o bf Ina
needf y. GaspTe. ojectively. hithejnterjm, therewillstillbGa

However, it is important to note two points Teardi b'
implementation bothofwhiChindicateHVlhasalread ar' edf mentotalmarketinochajn: eS6ctorsofthe

(1)
Th ,Hvj- .yrequires Vlcomputerdatato

Merchants 011 Australia) are already using HVl data as a mark t'
HVl. What ,ad GTS- early, they cruiseethebenefitsof

uy cotton Torn growers, and to pay growers on th b

Two key requirements now need to be met to enable the succ f I'
operation ofHVl based marketing of the total Australian CT , f
(1) Universalstandards

ForHVlbasedcotton marketing to be workableand bl
basis, and to achieve commercial Tealit and Tovid
Hylresults, universally (internationally) accepted standards ar Gad :
onthisobjective. SProceeding
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For example, the ITMF, in 1980, established the "Intern t' at C
Cotton Testing Methods" to select and recommend un' al
methods, ith, ,16, to, tilei, internationalst, ,dardi, ,ti ,h '
test results by means of round test (trials) conducted on ^ worldw'd b ;recommendfurtherresearchworkintocottontestin;and d' '
the relationships of cotton testing to processing Isee reference 22 . Th'
Committee now hassome 60 members from 19 countries. A al'
represented on this Committee, and steps are now beln taken ' th'
Sin^16 Testing Entity
AsingleentityisneededtotakeresponsibilityfortheHVltet' f ,andforindependentlymonitoringtheHVllineequiment '
In the United States, the UsDA is the central authorit
testing. By contrast, the Australian cotton industr seems t b
the notion of any ~central authority'. However, a recedent h al
set in the form of the CRDC, which is, in effect, a , tal 'managingcottonresearch. ' '

needed" A ,i- y' GP^nGntandhasthenecessarypowers, is
crop. This entity could be a separate industr controlld b d ,
Incorporated company, or a statutory government business 'Organisation. IPrise

The actual testing would either be done by tile sill 16 e t't , b
companies under thejurisdiction of the sinoleentit '

A recommended system for fulliinplementation of HVl
classification and marketing system and its on, oin o er t' :

(1) Establish a single entity to take responsibility for ob'ective HVl
(2) Ultimately, have the HVllineas the last ste at all in .

(3) Obtaintheappropriatetesiino machinery, and update as necessary.
(4) Testeverybale.

(5) Barcodeevery balewith HVldata.

(6)
Hv -'. , appropriate premiumsanddjscountsinaccordancewith

(7) To continueresearching the subjecthere, and monitorin internat' alprogress. earc

(2)
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inaricial implications

6.8. I Current Ob'ective Testin

A number of organisations have
procedures to supplement traditional
a total of 12 HVllines:

6.8

A: S idlab No. of Units
Namoi CO-OP 4
AUSCOtt

(AUScott's parent Co. in the USA uses Motion Control equi merit
CTC I
Queensland Cotton 2
Colly Farms
CSIRO

(used in research)
Rocklea Spinning

B. Motion Control

already
grading.

Dunavant

(Dunavant parent in the USA uses Motion Control equipment)

moved to introduce objective testing
The current position is understood to be

Older modelsdonotcarryoutthesamerangeoftestsasthene ,
also quicker and labour-saving. Somecompaniesonly testa ro orti fb^I ,in10. pp oes, eg. I

New models include additional testing for maturity and "hone d " d h
available in Australiain 1993. The UsDAIiasordered400fthe f
program and they are being installed at present.

Ginners use the information provided as important
However the results are useful in niarketino to
increasingly sophisticated in respect of HVl testino.

Current testing - Using an automatic sample provide:
Fibre Lengtli

Uniformity
Strength
Micronaire
Trash content

Spinlab advise the price of the new HVlline with additional to t' d ' h
computer equipment at about A$220,000.

TOTAL
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6.8.2 100% HVITestin

The capacity of the new HVlmodelsissuch that to handle t 'U'
Australiantestingwouldinvolve 18/1nesoj;eratingonan8 hour h'f, 5d '
afourmonthseasonwithoneoperatorperline '

Us processorsgenerallytestatthegin and also useacotton cl f
check. Itisassumedclasserswiiistiiibeempioyed '
The establishment of 100% HVltesting would involve:

HVlequipment
Air conditioned I controlled atmosphere buildin
place where HVltesting is done.
Sample storage area
Laboratory assistant

The cost of new HVlequipment could be reduced b o Gratin t t'
riotbef 'bj PTOgr^ssivelyatt^iris. However, thismay

Testing could be arranged:
a: Byeachgin
b: Byeachcompany
c: Byregion
d: By oneindependenttestingoroanisation

Processors prefer to run their own testino lines as it Tovides fj
which are important to the marketino effort and it gives feedback t h
An independent unit would provide economies of scale and o'
point for overseas companies but the processors prefer to inaria ^:!; th '
The smaller companies would therefore not be able to carr out t t'
arthemajorprocessorsastheirthroughputwouldbeless '
6.8.3 Cost Estimate of Added HVI Lines

A basic idea of tile costinvolved in 100% HVltestino i f 11 :
lines installed and operated on a five day, three shift o eratio .

Cost of a new modelline with data collection equipment $A220,000 ' 1992.
Processing Rate: 1,000 bales/day
(more if shiftwork is possible)
Labour: I person per line

This would allow a two million bale crop to be tested to the It t h
of lessthan$2,001bale, depending on thronehputandshiftwork '
The Introduction ofHVltesting of 100% of the CTo is less th I% f h
baleandthisdoesnottakeaccountofthelOHvijjnesn P a

Page 101

- these are already in

Eight new HVl

Mocq!, one Agribusiness



6.8.4 Benefits of 100% HVITestin

The benefits to flow from this move are:

Price premiums for specific testing qualities

Better quality control at ginning

More Customer satisfaction leading to inIProved market shar

Retention of existing markets which are using HVltestin f b
Competitiveness with the Us

An advantage over competitors who do not offer this

6.9 Wool Classification and Measuring

There are many laudable aspects of the way in which AUSt I'
marketed, in the broadest sense, andsuchmarketin hassoinel o
other fibre, suchaswool. Conversely, the cottonindust woidb U '
lookbeyonditsownarena, from timetotime, asitcanalsol h'
testing. (in particular), handling and marketing and we are not talkin ^ t d
marketing arrangements. Keeping an eyeon othersections of A tal' '
industry andespeciallyonothersectionsofAustraiian rinjar jd , , ."y
on other fibreindustriessuchaswoolindustriessucliasw001, '11h I k ' 'theforefront[Scoreference34]. ' P PCOttonin

Over the past two to three decades, objective nieasureinent 11as
primefeatureofmarketingtheAustralianwoolclip. In 1958/59, I ,
total wool production was presale tested; today, the floure is 99% '

Virtually allwooltesting in Australia is carried out b th A I'
Authority Ltd (AWTA). This organisation's predecessor was established ' 195;""
wasa statutory bodyattached to the Australian WoolCo oretioii t'11981 '
the AVITA wasprivatised and setupas acornpaii willIai' 'ed ~
examplefromhavingtopayincometax. Ithasnoshareholdersand '
Its seven member guarantors (seven "owners"), in effect re resentits I~ "groups, asfollows: iien

Wool Council of Australia (grower)
Australian Wool COTporation
The National Council of Wool Selling Brokers of AUSt al'
Australian Council of Wool Exporters
Federal Council of Private Treaty Wool Merchants
Wool Scourers and Carbonisers Association of AUStral'
Wool Textile Manufacturers of Australia
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All (99%) Australian woolis sold and bought on objectiveIy measured specifications.
AWTA Ltd business is to obtain wool samples, testthe samples to obtain the necess
measurements, and provide results to clients in the form of a Test Certificate which
they can use when they buy and sell wool. AWTA Ltd is an independent, private
enterprise organisation, which operates on a commercially self-supporting basis, and
char^;es for its services. In FY 1990/91, its total operating income was $39.5 million
and its net profit was $6.8 million Isee reference 71.

In performing its testing functions, AWTA Ltd's primary objective is to provide an
accurate, .independent and efficient testing service to Australia's wool and textile
industries. It conducts tests on greasy, scoured and carbonised wools, in accordance
with sampling; and testing procedures laid down by international (International Wool
Textile Organisation) and Australian (Standards Association of Australia) standards.

AWTA Ltd has three testing laboratories of similar size for its greas and scoured I
carbonised wooltesting. They are in Melbourne, Sydney and Fremantle. It also has
30 sampling offices in wool handling centres around Australia and a number of other
regional sampling centres. Its head office and Textile Testing Division are in
Melbourne.

AWTA Ltd's activities cover: raw wooltesting (greasy and scoured I carbonised wool);
textile testing; analytical testing (eg chemical content); mohair and cashmere testing;
and research and development. Raw wooltesting activities include presale tests for the
grower (around 95% of AWTA Ltd's testing activities) and postsale tests for the buyer,
and cover particular tests, such as:

(1) PresaleCertificateCoreTesting
A sample (minimuin Ikg) is core tested for the three wool fibre
properties that are most important in determining wool's manufacturing
quality: yield (clean wool proportion of original greasy wool); vegetable
matter content; and mean fibre diametre.

All wool sold by sample (around 99% of the clip) is core tested.
Without the core test a substantial price discount is applied, hence the
99% figure.

The acceptance of AWTA Ltd core testing, and the success of this test,
is because 11/6 core test result's predict reasonably closely the sample's
and the basis manufacturing performance.

Staple Length and Strength Testing

Sale by additional measurement (or sale by staple length and strength
measurement) was introduced in January 1985, to complement the
existing core test measurement.

(2)

Since then, staple length and strength testing has gained increasing
acceptance, and covered 51% of all combing wool offered for auction in
1990/91.

The two measurements are for: staple length; and staple strength (and
break position).

Macquorie Agribusiness



(3) FleeceMeasurementTesting

A service for woolgrowers and sheep breeders.

(4) Scoured/CarbonisedWoolTesting

(5) PostsaleTesting

Covers: yield; and mean fibre diametre measurements.

The positive features of the structure of A\\IT'A Ltd are: its inde end , all
industry sectors are represented on its Board; and its limited uarante^
structure. Objective woolmeasurementhasalreadygainedwideindust ,
following initial opposition from somequarters, and99% of the AUStal' I' '
presale core tested. The benefits of objective woolmeasurem t :
woolgrowers (breeding programs, clip preparation, handling and transport, marketin );woq1 91<porters (delivery assem^Iy marketing); and wool processors '(reduced lot
vanability, greater accuracy in predicting conversion costs, greatl reduced ' "claims).' ,yinvoicing

TherelevancetocottonofAustralia'sclearlysuccessfulwooltestin s t I d :
(1) All (99%) woolis now presale objectiveIy tested, and the test results are used t

sell and buy the wool.

(2)

(3)

Testing is conducted in accordance with national and international und d .

A single entity (AWTA Ltd) is responsible for, and carries out, wooltestin
(AWTALtdh, ,, I, ,, tiOO%, fth, testi, ,,,,^, t) ' '
AWTA Ltd features are:

It is a private company, which charges a fee for service, makes a Tofit,
andreceivesnogovernmentfunds. '

It is not covered by any specific legislation (other than normal
commercial legislation).

It is independent.

Its Board comprises representatives from all seven relevant ind t
bodies.

(4)
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7.

7. I

AllsTRALiANC TTON ASSESSMENT

Introduction

This relatively short Section serves as a bridoe to link OUT discussion in earlier Sect'
on the cotton market (Section 4), the cotton marketin!^ system (Section 5), and cotton
classification and measuring technology (Section 6), with the formulation of marketing
strategies (Section 8) and a recommended action plan (Section 9). The rationale for
this is simply, "determine whatis required, assess what we have, and then Ian whatt
do".

Our basic approach with this assignment and
fundamental tenet for commercial success,
recommendations in this context:

Give the market what it wants. That is, supply the market for Australian raw
cotton with the type of cotton that it wants in terms of fibre characteristics, in
accordance with the classification system and measuring technolog r uired b
spinners, now and in the future.

As stated earlier (see Section 6.1), growers will produce the cotton which maximises
their gross margin at the farm gate. Butthe best way to maximise this is to supply the
market with the productit wants.

7.2 ' Australian Cotton Varieties

Our Report and underIyin^; assessment have tended to focus on fibre characteristics e
se, rather than current varieties grown or being trialled in Australia. Nevertheless, we
have provided some comment on varieties, as follows.

Cotton is a difficult crop to grow, requitin;; relatively high levelinputs of mana Ginent
and technology, to minimise insect and disease problems, and to maximise ield and
gin turnout. In addition, market requirements in terms of fibre characteristics are ver
exacting (see Section 6). Thus, it is clearly vital for the best possible variety .(for each
regional or local environment) to be grown. Moreover, the pursuit of this objective of
growing only the most suitable variety, is an on o0ing, dynamic process.

This, in turn, clearly underlies the fundamental importance to Australia's cotton
industry of breeding and mallino and disttibuting cottonseed. These activities
Australia have achieved a high level of success and have provided a base from h' h
the Australian cotton industry has successfully expanded for the past two decades.
Moreover, this work, particularly that of CSIRO (for breeding, includin^ geneti6engineering) and CSD'(for importing overseas varieties, trialling, and distributing seed)
Is ongoing.

The varietal breakdown of cotton grown recently in Australia is indicated b CSD Gad
sales (see Table 7.1). This illustrates the expanded use of Siokra and SiCala in recent
years, arthe expense of DP 90.

CSD's commercial variety trials for the 1991/92 season are summarised in Table 7.2.
This demonstrates the success achieved in producing varieties with relativeI stron ,
fine and long fibre, that also yield well. The breeding and mallin work is continuin :
with constantimprovements occurtino.
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Table 7.1

CSD SALES OFcoTTONSEED:1984 To 1989

Year

I) Market
Share (%
1984
1985
1986
1987
1988
1989

Siokra SiCala

2) Volum
(tonnes)

1984
1985
1986
1987
1988
1989

14
39
62
45
47

DP90

10
27
20

486
904

2,587
1,522
2,265

Variety
DP61

* This record sales figure was due mainly to a 20% average replant.

Source: Derived from: Cotton Seed Distributors Ltd, Twenty Fourth Annual Report,
Wee Waa, 1989.

86
61
28
28
33
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Table 7.2

89

4/7
913
964

SiCOt

CSD COMviERCIAL VARIETY TRIAL RESULTS:1991/92SEASON

2,987
1,414
1,168

947

1,590

Variety
Commercial
Name

Total

2,883

SiCala 33
SiCala V-I
SIokra I-4
SIokra L22
SIokra S324
CS - 6S
CS - 189

96
100
100
100
100
100

MeanFibre liaracteristic
Strength Micronaire

Itex

227

28. I
29. I
26.6
27.8
25.9
28.5
26.8

Source:

3,239
3,473
2,318
4,172
3,382

4,819*

4.0
4. I
3.9
3.8
4. I
4.2
4.0

Adapted from: CSD, 1990-91 Variety Trial Results, Wee Waa, 1992

Length
inches

1.20
1.16
1.18
1.20
1.14
1.14
1.16

Yield

High
Good

Highest
High
High
Good

High
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As a final comment, we believe from a marketing standpoint, it is difficult for the
industry to have to keep on launching improved varieties and types into the marketplace
under new names, or worse still under the tag of a group of numbers or letters.
Instead, improvements to a particular variety should retain the varietal name. The new
version should be marketed under the same name, as an improved version of the same
variety. This serves to build on acceptance already achieved in the market place by a
successful variety name.

This su^;gestion would be in keeping with the trend already occurring overseas whereby
cotton is marketed under its varietal name, witli no more change as improvements are
launched. This is the case, for example, with Us ~Pima', and Indian ~Suvin' (see
brochures attached). We can report favourable responses by spinners to this trend.

7.3 AustralianCottonlndustr Oroanisation

This Section takes a brief look, from the perspective of this marketing assignment and
its recommended action plan, at the main organisations involved in the cotton industry
and what changes could be made to keep the Australian cotton industry at the forefront
in future.

Our comments and

formulating an action plan to give effect to our recommendations, it has been necessary
to evaluate the roles of existing cotton industry organisations and whether there is any
need for change.

The cotton industry's current organisations and their roles are outlined in Table 7.3.
This industry organisation structure and role has evolved with the industry and, overall,
has served it well.

However, we believe there are some changes needed, whicli would help ensure the
industry continues to achieve in future, as it expands further and matures, the level of
success it has achieved to date as a developing industry. We put forward these
suggested changes for consideration by industry.

Our proposed changes, which are 111nited and specific, are summarised in Table 7.4.
They are:

Two New Industry Functions
(1) ObjectiveMeasurement

This is discussed in detail in Section 6.
We consider the Australian industry should move to adopt fully, as soon
as possible, HVl objective measurement as a ntajor tool for marketing
hAal" tt ,Id't t' bt dthe Australian cotton crop, including transactions between grower and

marketer/merchant.
HVl testing should also improve ginning quality
We further consider single industry entity needs to be given the
responsibility for conducting HVl measurements, or at least to oversee
the HVl practices and procedures being used by the industry.

Industry and Marketlnformation and Analysis
This function, at an industry wide (or generic) level is not really
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views In this Section 7.3 have been provided because, in

.

.

performed at all at present, and certainly not to the extent that it is in
Australia's other four major rural industries (wool, meat, wheat and
dairy).
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(2) Industry Organisation Changes
ACF(i)
We consider the cotton industry w^uld benefit from having a single
industry body to take final responsibility for industry policy making in
respect of marketing issues.
Rather than create a new organisation, tlie charter of the ACE could be
expanded to take on this role.
This would include consideration given to including merchants in

its membership
The good work conducted to date by, the ACF needs to be expanded to
include:

Administration of ~ cotton sale standards'

The proposed *industry and market information and analysis'
function

Also, if RCMAC were to cease, tile important role it has performed to
date in providing *industry government information exchan^e', could be
taken on by ACF, with a DPIE government representative attending
ACF committee meetings as required.
In addition as stated above, we consider there needs to be a single entity
to take responsibility for conductino HVl objective measurements, or, at
least, to be responsible for overseeing HVl testing by others (such as
individual ginners). One option for carrying out this role is for a new
organisation or company to be establislied (such as an ~ Australian Cotton
Testers Limited'). But our preferred option is to utilise the existing
structure of ACF, and expand and revamp it to include responsibility for
co-ordination of objective measurement.

Individual Cotton Grower Associations
There are a number of regional or ~valley' oriented cotton grower
association, for individual cotton growers.
In time, these niay combine to forni a council or federation, to give the
individual growers a united \, o1ce. We understand this niove has been
(and stillis being) discussed.
If this were to happen, overlap with ACE functions would need to be
avoided.

ACIRA

Cotton R&D includes an off-mini component, WITich needs to be
expanded covering areas, such as niarketing, processing (ginning) and
Textiles (fibre).
It would be more appropriate, therefore, if ACGRA were to change its
name to * Australian Cotton Industry Research Association' (ACIRA).
ACAC (RCMAC)
RCMAC was established in 1964
Functions carried out by RCMAC in the past, but which it no longer
conducts are:

Administration of the former raw cotton bounty
Administration of the domestic quota scheme for raw cotton sales
by ginners to local spinners. This scheme ceased in 1990.
Coordination of raw cotton prices for sales to local spinners, and
of export supplies. This ceased in 1986.

The final one toOrganisation of a biennial industry conference.
be organised by RCMAC was held in 1990.

.
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The main continuino functions of RCMAC are:
Industry-Government information eXchange. This is an important
function WITicli includes information and discussion on relevant

government policy and international trade policy (ie a policy
forum role).
Advice to tile Federal Minister on matters affecting cotton.
Maintenance of cotton sale standards.

As RCMAC no longer performs a marketing role (administration of
government intervention in raw cotton marketing) as it did in the past,
and some of its other previous functions have ceased, it is time to
consider tile Future role for RCMAC.
One option, which we prefer, is for RCMAC to cease, but its current
important ~Industry-Government information eXchange' function, and
the cotton sale standards function, to be continued by an expanded ACF,
as mentioned above. OUT preference for this cessation is notin any way
a reflection on tile good operations of RCMAC, but rather a
PIiilosophical judgement as to who should be responsible for certain
activities - industry or government.
Alternatively, if RCMAC continues, it should change its name to
something like:
Australian Cotton Advisory Committee (ACAC)
This would reflect the fact that RCMAC no longer performs the
marketino functions which it did previously.
ACAC could then continue to carry out the ~industry government
information eXchange' function.
However, we believe a revaiiiped ACAC should no longer carry out the
~cotton sale standards' function, which would be more suited to an
expanded ACE (as above).

Page 1/1
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Table 7.3
COTTON inDUSTRY MAJOR ORGANISATIONS AND ROLES: CURRENT

Industr F1inction
R&DIndustIndustryCottonIndustry
LiaisonPublic RepreseOrganisation Prom-
&Relations ntaionOtlOn
Priorities

(1) ACF

(2) Individua
Cotton Grow r
Associations

(3) ACGRA

(4) CRDC

(5) CSD

(6) RCMAC

(7) Cotton
Shippers
Association

(8) Australia
Spinners
Committee

X X X

X

R&D

Management

Certification

Cotton
seed
Trials

EXchange
& Distribution

X

X

X

Industry
- Govt
Information

X
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Cotton
Sale
Standards

X

X X
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Table 7.4
COTTON INDUSTRY MAJOR ORGANISAT'IONS AND ROLES:I'ROl'OSED

Industry Cotton

Organisation Prom-
otion

(1) ACF

(2) Individual
Cotton Grower
Associations

(3) ACIRA

(4) CRDC

(5) CSD

(6) Cotton
Shippers
Association

(7) AUSt.
Spinners
Committee

(8)[ACAC]

Industry
Public
Relations

X

Industr Function
R&DIndust.
LiaisonReprese
&rimtion

Priorities

X X

R&D

Manage-
ment

X

Cotton
seed
Trials
Certif
ICatiOnion

& Distrib~

X

Indust Cotton
-Govt Sale
Informa on

Exchang

X

X

X

X

Objective Industry
Measuremeit & Market

Information &Standards

Analysis
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7.4

As we have said elsewhere in this Report, the Australian cotton industry has developed
over the pasttwo decades to become a major rural industry. There are many specific
aspects of the industry which can be justifiably held up as models for success.

Notwithstanding this success story, there are attributes of tlie industry which are less
than ideal and which warrant comment or constructive criticism, as follows:

Need for a Local Spinning Industry
Our feedback indicates there is a fairly widespread view tliat the local spinning
industry is not really needed by Australia's raw cotton producers, as we now
export 90% or niore of total production. That is, "the local market is nice to
have, but we can sell all we can grow on the export market, and it would not
matter to us if tile domestic spinning industry (and all other local textile
operations) ceased to exist. "

We believe this is a very misguided view. The local spinning industry is
important to our raw cotton production, because:

It has provided an ongoing sizeable market for Australian raw cotton
production, which has not diminished in size in absolute terms, although
it has reduced in relative terms as total production has expanded.
Today, at around 10% of the total niarket for Australia raw cotton, the
local niarket is, in fact, the fourth largest single market, after Japan,
Indonesia and Korea - why would the industry want to give that up?

In addition, the local spinning industry has performed a valuable ongoing
role in acting as a *laboratory' for testing our raw cotton quality.
Valuable information and feedback, in Enolish, 11as been readily
available to giniiers, growers and breeders.

(2) Need for Greater MarketOrientation
Despite significant progress, we believe 1116 cotton industry in general, is still
too production-driven, and insufficiently oriented to tile marketplace and
providino the market with what it wants.

Industry is too Insular
We believe the Australian cotton industry is, in general, too insular:

Growers need to pay greater attention to the textile and garment sectors.

The whole industry needs to examine developments in other fibre sectors
on a more regular basis.

(4) Potential for Coinplacency
We consider much of the industry is in danger of becoming complacent and too
ready to rest on past laurels. Indeed, there is even an attitude bordering
sinugness in some quarters, which is undesirable and counterproductive.

Australian Cotton Industr Comment

Page 1/4
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(5) Research Funding
The cotton industry is now a major contributor to total farm gross value of
production and to total agricultural export income (see Section 3.1.9. ).

However, it is worth noting that Federal Government funding for R&D as a
proportion of both industry value of production and industry .product export
income is lower for cotton than for each of the other major agricultural
industries (wool, beef, wheat and dairy).

Also, the proportion of Government funds expended on cotton R&D which is
allocated to marketing and other off-farm areas is very low.

7.5

7.51 Product Evaluation and CoinDetition

Australian Cotton ADDraisal Summary

Clearly, Australian raw cotton, overall, is well regarded by overseas and Australian
'T h " d' tat' fb' I't dt, 't dspinners. To enhance its existing good reputation for being a quality product, it needs

to be a little finer (whilst maintaining strength) and a little longer, and to have less
short fibre content.

In terms of competition, Australian cotton will need to continue to compete for a viable
share of the international trade in raw cotton, although there is no suggestion it will
have trouble selling its current potential crop volume of from 1.8 to 2.0 million bales.
However, there is no room for coinplacency as competition from other suppliers, such
as the USA, will continue, as will the competition from alternative fibres, especially
MMF.

The above comments are expanded on in the next Section (7.5.2)

7.52 SWOT Analvsis

Page 115

STRENGTHS

( I ) Overall, Australian cotton has a high reputation ill overseas and local markets as
being a quality product.

Australia's reputation as a supplier of stable cotton is growing in the Asian
market surveyed.

It is relatively strong and meets requirements on micronaire and length

It is low in contaminants compared to many other suppliers.

It does not have a significant honey dew problem. This is not the case with
USA and African cotton where the problem is worsening. These supplies are
working to solve the problem.

A number of mills now need Australian SiCala cotton. They will not admitthis,
for commercial reasons, but, having adopted tileir plant to Australian type
cotton it would be inconvenient to switch to some other type.

(2)

(3)

(4)

(5)

(6)
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(7) It is well placed geographicalIy to supply Asian markets, and shipping and
distribution is timely and generally free of delays.

Customers see the Australian price as advantageous at certain times of the year
compared with Northern Heriiisphere cotton as the timing of supply avoids
carrying (holding) costs.

Cotton use is expected to continue to grow worldwide.

Australia's cotton industry is well served by its breeding and malling activities.

Australia's cotton industry has grown over the past 20 years to become a major
industry and this has been achieved largely by the progressive drive of industry
participants, with a minimum of government intervention (apart from research).

(8)

(9)

(10)

(11)

WEAKNESSES

(1) Australian cotton's poor quality in the tliree recent wet harvest years had an
adverse impact on customers. This was alleviated somewhat by the good
quality achieved in 1991.

Australia cotton's nep content compares somewhat poorly with other cotton,
particularly with hand picked cotton, such as African cotton.

SIV varieties are perceived to be better by some customers, due to stronger
fibre and better nep than Australian cotton.

Packaoing of cotton bales could be improved. Bales sometimes burst in
shipment due to the type of bale tie used.

Customers indicate they would like to buy Australian cotton year round, but this
service is not available.

The lack of HVl based objective measurement for buying cotton from
Australian growers.

The Australian cotton industry's organisational structure has been set up to
cover all the ntain requireinents, and, in general, this has been achieved.
However, we consider one area that could be improved is to widen the charter
of ACF to cover activities such as market information and analysis on an
industry wide basis (see Section 7.3).

(2)

(3)

(4)

Page 1/6

(5)

(6)

(7)
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OPPORTUNITIES

(1) New Export Markets

There is a clear, ongoing trend for installing additional spinning capacity in
countries with low labour costs. Major spinning countries such as Japan, South
Korea and Taiwan are now also producing in Indonesia, Thailand, Sri Lanka
and Vietnam.

Australia is well placed geographicalIy and in its understanding of Japanese,
Taiwanese and Korean requirements, to service tilese expanding and new
markets. Also, new or expanded markets are likely in countries such as
Vietnam.

(2) HVl

It is in Australia's interest to promote full HVl testing and marketing based on
HVl objective measurement, as this will enable price premiums to growers to
reward the positive features of Australian cotton.

Most customer nations, either by firm or by industry association intend to adopt
HVl testing, if they do not have it already. Obviously this could also provide
tlie basis for claims but should, on balance, ensure Australian cotton's
competitiveness against competitors.

New Product Use of Cotton(3)
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General use of more cotton products will improve demand for cotton. Domestic
industries using cotton ill existing products or developing new products will
boostlocal demand. This includes:

Cotton Bale Covers: Altliough more expensive,
requesting cotton bale covers, to facilitate disposal and reduce contamination.

Uniforms: For industrial and in11ita use.

Fastfood: Moves are underway in the USA to convert clothing used in
fast food cliains to cotton, which is more comfortable for employees'
Research indicates Inat polyester clothes are a significant reason for
employees resigning.

Service Stations: Oil stains on clothes can be cleaned more easily from
cotton and these uniforms would be more comfortable in cotton,

HosDitals: Nurses have also shown a preference for cotton as stains are
more easily washed out. Throw away clothing used in the treatment of
infectious and fatal diseases should be made of cotton. The benefit of
using cotton is that it is biodegradable, waste whereas polyester is not.

Fire Fighting: A major promotion for cotton in the USA features Red
Adair saying "I'll stop wearing cotton when Hell freezes over". Cotton
is promoted for its coolness and its lower inflammability when treated,
compared to MMF.

overseas spinners are already
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LL)!g^: Tile cotton gusset in panty-hose was developed following concern
about health problems caused by 100% MMF panty hose. Australian

percentage use of cotton in underwear is one of the highest in the world. This
trend could be developed further in overseas markets.

S ortino Clothes Cotton is well regarded in sporting goods and these
opportunities to raise its profile by outfitting key sporting and national teams,
eg: Olympic games, Football premiers and national sides, etc.

Wall Coverings: Cotton's tliermal and lower inflammability qualities can be
developed in wall coverings.

Q^, rp^^!^; Whilst there is a faster wearing issue to address cotton floor coverings
could be feasible as it has other excellent qualities. The annual production of
synthetic carpet annually amounts to billions of square metres and this may well
become an environmental issue given the non-biodegradable nature of the
product.

(4) Consumer Trends

The Baby Boomer generation is niore used to denim and cotton T-shirts than its
predecessor age groups. There are opportunities to develop these preferences
for a higher income group.

(5) Cotton Mark

This mark call play an important role in raising consumer awareness of cotton.

The ACE is developino this concept in tile local market.

Australian Desigi}s
Some Australian desi. ners have established international reputations for their
fabric desions. Keri Done and Jim Pike ha\, e developed unique looks willch can
be developed in consumer markets overseas.

Year Round Supply
With lower interest rates and thus lower carrying costs it may be feasible to
enter into commercially viable arrangements to supply customers over periods
of the year which are now not serviced froiii Australia at present.

(6)
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(7)

(8)

are

Domestic Demand

The current attempts by the Federal Government to promote value added export
industries provides a tiniely opportunity for our textile and clothing industry to
re-open the question of ongoing local manufacture of cotton fabric and the level
of assistance that may be needed in the shortto medium term.
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THREATS

(1) Other cotton supplying countries could gain market share in overseas markets
now supplied with Australian cotton. This could happen on the basis of lower
price offered or better quality.

Perceived Competitors for Australian Cotton are(2)

is now affected by disruption to supply and is not very reliable. Also, it
has not shown cotton supplied will be consistent with samples.
However, in tile longer term these problems may be minimised.

China is not a net exporter of raw cotton. Since its big crop in 1984/85,
China's textile production plus exports has exceeded production and year
ending inventories have fallen over the following four years' In 1989/90
China imported 1.9 million bales and production grew in 1990/91 and
1991/92. If production continues to expand, China could again become
a net exporter and would challenge east Asian markets.

Africa: certain African cotton is preferred by spinners as it is hand
picked and has better spinning quality, particularly nep.

Other Fibres

Synthetic fibres could regain market share lost to cotton in the 1980's.
success in the past was based on its convenience to the consumer.

Price factors are not as significant in the markets in developed countries, where
quality is very important.

New technoloo microfibres will be a sionificant threat as it will be less than I

CIS formalI USSR : will be keen to supply the East Asian market, but
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denier and only Pima cotton will be able to match it for fineness.

Market research slows the housewife's priorities are still strongly biased to
"easy care" products.

7.5.3 Conclusions

In summary, conclusions are as follows:

It is important not to take our current advantages for granted

End user preferences will continue to change

Ongoing monitoring of customer markets is essential

The cotton grown must accord with whatthe spinner and end consumer wants.

MMF
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On the basis of our review of the world market it seems consumer demand
trends, particularly in developed countries, have the following features:

Finer quality products (Pima cotton and the new micro-fibres will be
sought after)

Blends which will meet customer requirements

Comfort factors now weigh more with consumers

Natural/bio-degradable products are preferred

More interest is taken in what fibre is shown on the label by consumers

Lifestyle and social issues are becoming relatively more significant to
consumers,

Manufacturers will be increasingly concerned to reduce rillll downtime. They
are not wedded to cotton. They have switched before and could do so again.

Rapid, objective measurement is available and being developed to test
key parameters. The adoption of HVltesting by the Us cotton industry for all
its cotton makes it imperative for Australia to make full use of this facility. It is
noted about half of Australian raw cotton is now tested by HVl equipment, but
it is not yet used significantly for grower sales.
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MARKET GSTRATEGIESFORAUS RALIAN AW OTTON8.

8.1 AustralianMarket

The Australian textile industry has been virtually a captive market for Australian raw
cotton in recent years, with negligible raw cotton imports occurring. Domestic sales
have been relatively stable, although fluctuatin;^ a little from year to year, over the past
20 years or so. However, although domestic sales have been relatively steady in
absolute terms, the local spinners share of the total market for Australian raw cotton
has been declining as total production and total exports have increased (see Sections
3.1.4 and 3.1.6).

Australia's textile clothing and footwear (TCF) industries have historically been the
studies have beenrecipients of very high levels of Government assistance. Various

highly critical of the assistance and have called for its removal.

The TCF industries also recognise the need to rationalise to remain viable under
reducino levels of assistance. An agreed program was putinto place with the Federal
Government. In March 1991 the Government unilateralIy replaced the agreed program
with a prooram which substantially accelerated the phased reduction in assistance.

This Report does not examine the basis of the Government's decision but notes that it
has caused deep concern that a significant number of textile and clothing manufacturers
will not be able to continue production, at least in Australia.

In this context it is pertinent that the Federal Government has called for more "value
added" processing to be carried out in Australia. That is, it is urging Australian firms
to invest in plant and people to process our raw agricultural and mineral commodities
so that we add value to our exports and do not export them in a unprocessed state.

Exports of Australian agricultural commodities are largely in tile unprocessed or early
stage processed form. This applies to our wool, meat, grain and sugar.

Similarly, around 90% of our raw cotton is exported. Estimates suggest that Australia
imports the equivalent of about 800,000 bales of cotton as fabric and clothes. Growth
ill textile and clothing nianufacturing could replace these imports, it is argued by some.
Unfortunately Australian industry has difficulty 1/1 competing with many clothing
exporting countries, because of various constraints.

Vertical integration in Australia is impeded by:
High plant construction costs
High transport costs
Environmental approval difficulties
Smalllocal market size.

Cotton does not have the institutional basis of other agricultural commodities and this is
a distinct advantage.

In the Australian Manufacturing Councils' Report "The Global Challenge - Australian
Manufacturing in the 1990's", the textile, clothing and footwear industry comes in for
heavy criticism. These can be summarised as:

OverwhelmingIy domestic in orientation
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High wage structures which result in "virtually no prospect of retaining
in the long term. "
Excessive protection well ahead of the average fur industry. In 1987/89
this was 168% for clothing and footwear and 74% for textiles. tSee
reference 30, p. 491

The report notes that some developed countties, with high wage cost structures have
successfully restructured to areas suited to high mechanisation or to areas with short
lead-time production suited to fashion changeability. Also, as real wage levels rise in
the newly industrialised countries, like Korea and Taiwan, low wage businesses are
ceasing or moving offshore.

The report concludes that the TCF industries will contract and restructure into the
mature complex factor type of manufacturing.

In this Report we concur with the view that it is not appropriate to make excessively
radical cuts to protection. However, gradual reduction of protection, based on
restructuring and bearing in mind the current very severe recession is feasible and
desirable.

For tliese reasons, it was not appropriate for the Federal Government to a, !ZEL!12:1:1
chaiioe the rules for TCF industries in its May 1991 Statement. Major firms had been
working to a long term plan to achieve the agreed goals of tile Government and the
TCF industries. In discussions with executives in the industry, this decision, arrived at
without prior consultation or warning, had a disastrous impact on investment and
restructuring decision-making.

Unless this rate of change is altered quickly the domestic market for raw cotton could
be seriously eroded. From a relatively stable demand for the past 10 years or more, it
can now decline. Only those mature, manufacturing firms with high mechanisation
levels will survive by the inId 1990's. Those firms not in this situation are now placed
in a difficult position in trying to achieve restructuring with rapidly declining
protection.

To the raw cotton industry the do Inestic niarket has represented (see Section 7.4):

Its original market when cotton growing was establislied

A secure market which has no competition from other suppliers

A valuable local reference point on the requirements of cotton spinners and
textile manufacturers.
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the only manufactures in the world using 100% Australian cotton

It is argued by some that the raw cotton industry no longer requires a large Australian
textile industry for its viability. This may be so but the decline of local demand will
represent a significant set-back for raw cotton marketing. The volatility of world
markets and eXchange rates will have an even greater impact on returns to cotton
growers without the stable base of an Australian industry.

Australian spinners provide feedback to processors and farmers on the performance of
cotton varieties in an easily understood form. In effect, it is a local testing laboratory.
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In considering the relative importance of local s I
analysis, including this one' to comparedomesticw'th .economic

importanceofcountrymarkets, in the wayexportsarean I ,d'- ySiSS owed
Count

Rank in Australian SalesJapan
Indonesia

2South Korea
3Australia
4

market is of high priority and should notIn other words,
be lightlydismissed.

n discussions with textile manufacturers, there ar
'anufacturefab. d .Processing in Australia. Companies whichmanufacturefabrjcandar, i, ,l, d g ''tTia. Companies, hj, h^. cture abricandarGinVOlv6dingarmentmanf Wic

.entswithmorelabourinVOlvedintheassembl canb Pelivey.
hithisstrategyarevisionoftariff P 'ttecutstage.In this strategyarevisionoftariffsisnece ' eCutstage.is strategyarevisionoftariffsisnecessarytoonj ta, ij S ge.gy a revision of tariffs is necessary to onI tax 11
Governments PProactaenytheUSAandGerman

the Australian

World Market Ti. ends

Consumption

Cotton s share of the retail textile mark
1980', in the developed countties. In tile USA, c, lt ' m'S) improved

's, rose steadily over subsequent years as follows:
38% in 1981
39% in 1982
40% in 1983
41% in 1984
43% in 1985
44% in 1986
47% in 1987
49% in 1988
50% in 1989
54% in 1990

Cotton s share has improved in all product cate one .
The Us cotton growers established Cotton Incorporated in 1970 and its efforts aredirected to:

Research

Product development
Market promotion

8.2
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Cotton Incorporated's goal is to enhance Us consumer preference for cotton.

In heavyweight fabrics cotton held 93% of the market in denim, the single largest
cotton using segment. In inId/lightweight apparelthe trend is to lightweight clothing
and major casualslack manufacturers now produce 100% cotton slacks.

Knit apparelis also trending to more cotton use particularly fleece apparel, traditionally
50150 blends. Sheets and pillowcases are also reflecting consumer preference for
cotton. Cotton's market share is increasing faster than the total market. New sheet
ranges have been introduced made of 100% cotton.

Cotton dominates the towel market, with 95% share. Consumers are looking for
thicker and larger towels. Blends are giving way to 100% cotton towels. All cotton
blankets are now being introduced by manufacturers.

New Product Development Using Cotton

General use of more cotton products will improve demand for cotton. Domestic
industries using cotton in existing products or developing new products will boost local
demand (see Section 7.5.2).

8.3

8.4

Synthetic fibres continue to be a major threat to cotton. Market research of consumer
preferences indicate "easy care" is still a prime consideration in consumer products.
Product development of non-iron cotton apparelis important in this regard (see Section
7.5 .2).

However, cotton has made inroads into the syntlietics share of the market by appealing
to consumer preference for:-

Bio-degradable products - cotton is seen as more environmentally friendly as the
waste is degradable whereas synthetics are not

Cotton is grown and is not a limited resource in the way fuelis perceived

"Natural" materials - cotton appeals as a natural textile as opposed to all
artificial or MMF textile

Consumer Preferences
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Lightweight clothes

Breathable clothes ~ cotton shirts, underwear and socks all reflect demand for
"breathing" fabric

8.5 Marketing Strategies

The marketing of Australian cotton is carried out by a relatively small number of
processors and independent merchants. There is no single body in the industry that has
a marketing role, unlike some other agricultural commodities.

The cotton industry marketing system has proved to be successful because it is
commercial, , wellinformed and responsive to market signals. It is recommended that
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the industry improve on these arrangements rather than tak, e the approach of setting up
an statutory body.

The proposed strategies are therefore addressed to the various sectors:
Individual Growers

Processors (ginners)
Industry Organisations

8.5. I Growers

Individual growers are price takers and can exert little influence on prices received.
The market is too complex to allow individual producers to monitor all aspects of the
cotton trade. There are certain strategies farmers can follow, however, such as:

They can actively request that processor/marketers and merchants provide
objective testing results to allow an improved assessment of the spinnability
qualities of the cotton they have produced

(2) They can take an interest in and seek information on:
Plant varieties to ensure they maximise returns and gross margins
World cotton trends

Flexibility in the timing of supply

(3) They can make better use of the wide range of risk management tecliniques
available. Whilst growers do use futures and hadgino tiley usually do not fully
utilize the more sophisticated techniques available.

(4) They could niore easily calculate whetlier to use a pool arrangement, with a
clear idea of the up and downside risks

(5) They could explore the possibility of contract growing to nieet the specific
needs of a spinner or processor
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8.5.2 Processors

Australia's ginners usually are also cotton growers or have business links with growers,
and usually are marketers as well. Consequently, they are vitalIy concerned with
returns to cotton farming. Tiley nave a strong commitment to tile Australian industry's
success. They also contribute to the industry's public relations throuoh the ACF.

On the other hand, the. international merchants are purely buying and selling a
commodity and have no particular loyalty to Australia. Whilstinternational merchants
have provided benefits to growers, as set out in Section 5, they have no special interest
in promoting Australian cotton.

We recommend that Australian processors consider extending their role in marketing
by:

(1) Offering flexible arrangements to growers which provide the alternatives offered
by merchants. We note that this is happening in many organisations.

(2) Actively pursue the introduction of objective measurement testing by HVl and
the phasing in of cotton purchases from growers based on HVl objective
measurement.
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(3) Consider an increase in

(4) Consider a greater involvement in maintaining a viable domestic textile Industr
and seeking new cotton processing opportunities

(5) Consider greater use of custom ginning arrangements with spinner bu ers.
8.5.3 Merchants
(1) We recommend that the merchants should actively pursue the introductio f

objective measurement testing by HVl and the phasing in of cotton UTChases
from growers based on HVl objective measurement.

8.5.4 Industry Associations

(1) The organisations which now provide services to cotton growers should I' '
fr^quently to ensure maximum supportis given to the strategies outlined above.
Without close and constant relationships, gaps or overlaps in functions will
occur.

We recommend each organisation consider its role and how it fits with others,
By exchanging this information and adjusting their roles as necessar , the
assistancetotheindustrywillbemaximised. '

(3) There is a need for an industry organisation to take o11the role of Tovidino a
generic industry and market information and analysis service, which is not ^
performed by any organisation at present. This would best be carried t b
revamped ACF (see Section 7.3).

advantage of its high and growing reputation. This expense can be tested to
ensure it is cost effective.

overseas promotion of Australian cotton to take

(2)
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9. RECOAIA-IENDEDACTl
e recommendations that follow are addr''dustry, incl, di, I area. ddTGSSGdtoaiisectioiis, Ingpant readersandtextilemanuf

Cotton Classification and Measurement
As set out in detail in Section
accelerating.

Recommendation I: The Austinli
to haveajjA, ,,, I- y One' to installHVlfacilities. The goalsh Idb, ustrajancottonHVltestedbythej994. E, b, g SoU be'ridjvidually tested by objective measurejne t. I'-- ' .".' Cotton should

The industry has divided views o11 h
yte S Department of Agriculture. I ri'e SAitjsasso' .Par""t Of Agriculture. ho, ,A, j, ''associationsareprovidingthefacilit tomemb "" 'arketsindustry,, are ProyidingthefaCilitytomembers. An, b f ^'Industry

'arriesoutthewo, k In Ustryhasaprivatecompanywhich

Recoilunendation 2: Cot
Ginentoftheircotton, toensuretheyarefujj O^i;3Ctive

're notpreseiit. Trib, lan, , , ' '' ' t Teat Of discount where the qualities
r supp ying preinium quality.

To achieve laborator ec

of testing between shippers and fac'I' .- !" ''"'Uldachieveunjfo, ,i,, .etweenshlppersandfacilitajejjajson ''1 'p"Veuniformjt,
Computers Consistentwiththoseofcustomersd

to as' o1 GSPOnSibilityforHVlobjectivemeasureinent h I "'

andd ustraliashouldplanem as soon as possible.

6, the trend to HVl testing

of the raw
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Is Irreversible and is

cotton

Reconmiendation 5: The A
,, g aCiVGyparticipateinthede, ,j, ,,,, t, f "Understo, d ypartiCipateinthedevelopmentofnewtest. I

measurementsb, ,,,,,,,, inaunty- The useoftheseobjectiveeasurementsbyourcustomerswillenhance I "' ^GSGObjectjveeasurementsbyourcustomerswillenhance I "' GSGObjectjveResearchinth- TSWil. enhancesalesprojectsandpriCG re
developed Coinpementsthenewequipmentbein

now Its requirement of new HVl lines,
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Cotton Industr Oroanisation

The free market system operates effectiveI
, o1ceowotodGalWitliandoptionsoniiow, I gGo' d ' qtO .Galwitliandoptionsonjiow, wiienaiidtowh''dustry should ,, t, j ,. OptionsOnllOw, wlienaiidtowhomtosell. The
'arketingauthorit, nGGnoroesitrequireastatutory

The key industry organisations are:

Australian Cotton Foundation (ACF)
Cotton R&D Corporation (CRDC)

Australian Cotton Growers Research Associatio AC
Cotton Seed Distributors Ltd (CSDC)
tCSIRO-althoughnotspecificall acot o
roleinresearchl banlZaiOn, JROhasamajor

discusske iss T, TenCG ringstogetherallsectorsoftheindustr to

The marketing function consists of
i^volvedintovaryingdegrees. The actual selljn d ;"OYGbodiesar,

severalinternationalmerchantfirms Ouyte

Issues of product promotion, advertis'
Product. Th .yCarri outbythesefirmsinrespectoftheiroproduct. They consider nosectionaimarket' 0 '"'PGCtoftheiro, ,

, sary. uccesstodatemdevelopingoverseas kuccess to ate in developing overseas ina k

Withgrowersj, .Overseashascommeiitedthatithaslittlecontact

Spinners Associations in ke market ar
ITaiansuppliGrS. Australianmarketersdeajdjr, 11 ContactwjtIh 'd ' Ust!aianmarketersdealdirectiywithcustomers d'he industr bd , aT:Gers ea directly with customersandnotwiththe industry body. Australia'sreutajjon y. ^"omeTSandnotwjth

Genjiancedbyindustryieveicontacjs P ''nesleadilyandcoujd

Reconunendation 6: Consideration b
.SIry evelinfoTmatiOnOnlOngtGrmiSsuesajjdt ^' Oaavailablet A OrigtGrmissuesaiidtrendstobecomemorereadil

inq^nation from commercialinterestswhichjsade eSaSurfeitofdec" gTClaint;3restswhichisadequateforhiscurrentcom "decisionmakj Th 'SWIChiSadequateforhiscurrentcommercial
longertermconsideratjons Goiectiveandassjstin

3 ContractMarketin ATran GinGntS

tis common in the various grain, meat, fruit and v
(McDonald, )t, ,,,,,., y, ! ge S, Goqdman Fielder) and consumer outlets(McDonalds)toenterintodirectcontractswjthfarm an 'P'Sum^T outlets

'ntsspecifyseedusedandsizeandqualit fth P 'ron s.
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theirs 'f y re9GiYGcpttonwhichisnotasgoodoris"toogoOd"

e^onumendation 7: Ginners and growers should d I

andginning. This mayallowriceremi , racgrowjngginning. This mayallowpricepremiumsfor r ' growingginnersinspecificcases. Costsavingsfor

Ex ort Market Promotion

It was rioted that AUStrade offices in k
.rimar, eting. This ismshaipcontrasttomarkt VG!nenPromotions, literature 1. ,df 'P "'^"' marketTGSearch, introductions,promotions, literaturesuppliedforotlierAustralj ,.. Touctions,

'esaveoperatedsuccessfullywitliouttliisassistan H 'profilewouldbeliftedifpromotionalmaterjaj -' ,'SeemscottonsA '." ipTOmOtionalmateriajwereavajjableatAustrade ff
Australiancott, , Iseningpostinoverseasmarketsfor

Recomniendation 8: ACF send reconmiendation 8: ACF send promotional mate ' I
majorcottonbuyingcentres. Consideration be j ' Golcesin
p ay, at minimal cost to Australian shippers.

PlantBreedin Liaison

datesucce fj OU tonyearstodevelopnewcommercialspecies. T
higher yields

^:Teater strength
Insect resistance

Yield will continue to be the rim
asejjesofHVltestswillensurene\vpricestruct ' qPmGntofqualities now ,- , newpriCestructuresdevejopwhjcjjwjjlreflectqualities now not included, or only partially reflected, in th

informed ofth d reSGarciersinplantbreedingshouldbekeptfull
esearch Irection

Plant Breed in

for

A t I-, S. aVG a asignificantimpactoniiftingthereutation f

Recommendation10:1tisofreat' '
to jinin. ish. CSIROand Government Departmentsconc ed hhavesuccessj, ,I , VeinmentDepartmentsconcemedshould

retireormovetootherareas g nO OStaskeystaff
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Domestic Market

Theconcernoverthelikeldeclineinth "
growers. wh-I OtG;CtilGandClothin^;industries should concergrowers. whjj, t, h, , C. Otin^;industries should concerncottong. rowers. hilstthesizeofthismarketjs h"kj Concerncotto,

yon t e quantity purchased as discussed ' S
Reconnnendationll: Cotton rowers
rationali, , gproCesstoallowdomestjcconsumptjonthechan
investigation of othersignificantmeansofestabjjsh' 'yeyS^pportan,

.a ion. 12: Consideration be given to abolishin RCMAC,

Government De artments

The development of cotton r

histo Th, -- y Taianagriculturegenerally, hashadarelativel stabl'
from othersecto, ,t, d , , g an allingcottonpricessjowedthjsmoveTomothersectorstodrylandcotton. There '""^Owedthismove
areasinthefuturecouldcausestrajnsinthem, k ''p' growthofn, ,
resources. anonresearchanddevelopment

h P 'PGCtS orgrainprices in 1992, coupled witlithGC tt

Recommendation 13: The industr
,, ,the I'!SWDepartmentofAgricuitureaiidtheQLDDPi ' 'P''mary producer; ,,,, j, , . P ' 'erit Of. Agriculture and the QLD DPI to ensureyproucerSCOnSideringCOttOngroWinOarewejlb'f GnS^reandaOricujtur, I. k g .On growing are wellbrjefed on tilecommercial
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APPENDIXA

Australian Based

Growers And Ginners

Mr Dick Browne

MrDavid Boyd
Miss He16n Murray

Mr Denis Huohes
MrJim Prendagast

List of Peo Ie Interviewed

Mr Bob Dall'Alba

MrJohn Howes

Mr David Montgomery

Mr Bill Moore

Manger, Gwydir Valley, AUScott

Managing Director, Darling River Cotton and
Economist, Darling River Cotton

General Manager, Marketing and
Assistant General Manager - Marketing
Namoi Cotton Co-operative

General Manager - Trading, Queensland Cotton

Managing Director, Cotton Trading Corporation

Managing Director, Dunavant Enterprises

Managing Director, Volkart (Australia) Pty Ltd

A



Others

Maree MCCaskill
Lindsay Bennett

MrJohn Blood

Mr Ralph Schulze

Dr Norm Thornpson

Mr Wally Carter

Mr Pat Apperson

Mr Richard Lamb

Executive Director, Australian Cotton Foundation
Special Projects Officer

Chairman, Australian Cotton Research and Devao merit
Corporation

Executive Director, Cotton Research & Development
Corporation

CSIRO Cotton Research Unit, Narrabri, NSW

Chairman, Raw Cotton Marketing Advisory Committee
Apperson Management

AUStrade, Canberra

Sara Lee Personal Products

General Manager, Denim, BradmillTextiles Pt Ltd

Managing Director, Rocklea Spinning Mills

Rocklea Spinning Mills

Executive Director, TCF Council

Chief Executive Officer, TCFDA

Cotton 01C, Melbourne College of Textiles

Department 01C

General Manager, Bonds Spinnino Mills

Australian Wool Testino Authority

Queensland Cotton Grower, (former marketing manager)

Mr Rob Dickson

Mr Phillip Stoneham

Mr Trevor Dawson

Mr Chris GOTst

Mr Peter Kreitals

MrJolin Leech

MrJohn Leader
Mr Stuart GOTdon
Mr Bob Stedman

Mr Bob Galliiez

Mr Sas Douglas

Mr Ross Keeley



Overseas Based People

Members of the ITMF S inners Committee

Mr Tito Burgi President, Gemona Manifatture s. r Udine, Ital

Mr Hugh S. M. Chiang Executive Director I Mill Mariaoer
Pentex Sdn. Berhad, Malaysia

Manager, Tah Tong Textile Co. Ltd, Taiwan

Cotton Buyer, I&P Coats Ltd, Liverpool, UK

Chairman, Spinner Committee ITMF, Principal of
Hemrich Otto Spinning and Weaving Mills, West
Germany, Greece and Central America

Director, ITMF, Zuruck, Switzerland

R&D Manager, Sanista Textiles, Bunoe Grou , Sao
Paulo, Brazil

Mr Stoven Chen

MrJohn Curran

Mr Sebastian Otto

Mr Heroig Strolz

Mr Walter Hrivnatz

I^p^!!.

Nr Fumio Kano

Mr Itsuo Fukai
Mr Kozou Tsuchida

Mr Minoru Asda

Manager, Planning Department
The Japan Cotton Trader' Association

Manager, Raw Materials Department
Manager, Raw Materials Section

Nisshinbo Industties, Inc.

AISecretary Raw Cotton Committee
Japan Spinners' Association

Director, Naudio Company Ltd

Trade Coinmisioner
Vice Consul

Asistant Marketing Officer
Australian Consultant General, OSAKA

Mr O. Matsumoto

MIS Prue Wigley
Mr Andrew Veness
Mr Shigeru Ohmori

South Korea

Mr Chun Chul-Soon

Mr Sang Ki, Choi

Mr Kyu Huh

Mr Choon-Youn Rhee

Managing Director
Spinners & Weavers Association of Korea

Deputy General Manager, Procurement Department
Kyungbang Limited

Manager, Testing Department
Korean Textile Inspection & Testing Institute

Senior Commercial Advisor
Austinde, Seoul



Taiwan

Mr Charles Chin

Mr William F. Hsu

Mr Steven Chen

Mr Martin Walsh
Miss Daphne Warig

Secretary General
Taiwan Cotton Spinners Association

President

Taipei Cotton Traders Association

Manger
Tan Tong Textile Co. Ltd

Trade Development Director
Marketlnformation Officer

(A. C. 1.0 'illerCG&Industry Office

Thailand

Indonesia


