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Subject: Record of Discussions of the meeting on cotton related issues.

A meeting on the issues related to cotton was chaired by Shri J.S. Deepak, Additional
Secretary, Department of Commerce at 1500 hrs on 20 January 2015. The list of participants

and the issues discussed are at Annex- I and II respectively.

% Upening the discussions, the Chair informed the participants about the general cotton
scenario and need for a forward looking policy that is sustainable and compliant with India’s
international commitments. He asked the participants to give a briefing on the status of the
cotton production and consumption, identify the problems with a view to find solutions which
include support from the government. He also pointed out the need for understanding the
reason for the glut in the cotton sector. Ruling out any export subsidy due to India’s

obligations under the WTO laws, he sought to know the way in which the sector could be
supported.

3. Shri Dhiren N. Sheth, President, Cotton Association of India aprised the gathering
about the present status of the cotton production and procurement. He informed that against
the estimated production of 4.2 crore bales, 20 lac bales have been sold so far. It was
informed that though domestic consumption has not gone down, the policies of China may
have its impact on the exports as a surplus of approx 35 lakh bales is expected by the year

end.

4, Skii Sheth also informed that China had been building huge reserves, which will take
a long time to get liquidated. China has now decided to reduce imports to liquidate the stocks
to meet its weaker demand and procurement has been lowered to 1 part of import against 4
parts of domestic procurement. It was informed that the massive stocks that China has will
take at least five years to get liquidated. The glut in the market therefore is likely to continue

for another four to five years.

On a question from the Chair, it was informed that China presently holds around 8

3.
ng subsidies significantly but have

crore bales in reserves and they are now not only reduci
also switched over to direct payments.

6. On the question of consumption pattern of cotton in India, Shri D. K Nair, Secretary
General Confederation of Indian Textile Industry (CITI) informed that in a scenario when the
cotton prices go down, yarn prices also go down and contrary to the perception that
consumption will go up due to falling prices, ouyers wait for prices to go further down in a

declining market.

s Additional Commissioner (Crops) DAC informed that the prices are at around the

Minimum Support Price. The prices, though are around 25% lower than last year’s prices.

He also informed that there has been a decline in the area under cultivation from 190 lakh
hactare to around 130 lakh hactare.

8. AS(TPD) wanted 0 know about the procurement under the MSP operations and if
farmers will be under distress. Shri Sheth informed that the procurement under the MSP was
not much in the preceding years due to high internationa! and domestic prices. However, this
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