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Excellencies, 

Ladies and gentlemen, 

It is a pleasure for me to be here and to have been invited to address you on the subject of the Cotton Sector in my country, the Republic of Mozambique, following the World Trade Organization Conference in Cancun. 

In Mozambique, as indeed in most African countries, agriculture plays an undeniably important role in the economic development and well being of the populations. 

80 percent of the population in Mozambique lives in rural areas and for this reason the land is where they seek their subsistence. 

As with the majority of commodities, cotton prices reflect a descending tendency in the long run, and strong fluctuations in the short term. Different factors explain this price behaviour. 

Among these factors we find, without dispute, the policy of subsidies practiced by industrialized nations. In the United States alone, the subsidies paid to cotton producers rose to 3.7 billion dollars in 2003 - an incredible sum, equivalent to almost 90 percent of Mozambique's Gross Domestic Product. 

On analysing the statistics for the 2001/2002 campaign, we observe that close to 50 percent of the world's production of cotton was secured by two countries alone: China with 24.8% and the United States with 20.6 percent. 

India follows with 12.5 percent and Pakistan 8.4 percent. 

In this campaign, the Western and Central African countries - the second largest world cotton exporters and fifth producers - contributed 5.1 percent of the world's total production, and the remaining African, Caribbean and Pacific countries 1.3 percent. 

The United States is the major exporter, with around 40 percent of the world's total cotton exports. Last season, cotton exports represented 69 percent of their production, reflecting the steady decline in the use of cotton fiber by American textile mills after the peak reached in 1997/98. 

The European Union, on the other hand, is a large importer and absorbed more than 12 percent of the world's exports during the 2001/2002 campaign. 

60 percent of the world's production of cotton is subsidized. Over the last five years, the United States, European Union and China accounted for 95 percent of world cotton subsidies, and the United States 63 percent of world cotton subsidies in 2002/2003. 

In 2001/02, United States and European Union subsidies were equivalent to 72 percent of world exports valued at Index A prices. Those subsidies allowed farmers in the United States and European Union to receive for their cotton a price that was higher than the world market price by 90 percent and 154 percent respectively. 

No one can ignore the tremendous impact subsidies have on the internal production of the countries that adopt this policy, nor can one ignore the disastrous consequences this has on Less Developed Countries who cannot offer similar privileges to their cotton producers. 

For farmers who receive such subsidies, the price of cotton is irrelevant. If the price is low, the government subsidy is there to cover their losses and provide profit. As the price is of no concern to these producers, the decision to produce cotton once again in the next season, or to increase the cultivated area, is made without having to consider that determinant influence. 

Thus the natural market game is distorted. The rules of competition are falsified. The laws of supply and demand are no longer effective. And world production increases artificially. By increasing production, the price falls. And it is at this distorted price that the Mozambican farmer is obliged to place his cotton on the market. 

Less Developed Countries are unable to subsidize their farmers. Even worse: the farmers in Less Developed Countries work under less favourable conditions and do not benefit at the outset from basic infrastructures equal to those existing in industrialized nations. 

The quality of life of millions of Mozambicans is being dramatically eroded by the low price of cotton registered in the last years in the international market. 

This is an essential problem that should mobilize us all. 

It is a paradox to promote globalisation and at the same time to corrupt the rules of the market. 

In Mozambique, we have adhered to globalisation and to a market economy. With conviction! And for this reason we believe we have the right to claim internationally that the obvious distortion these subsidies represent must be corrected. 

We cannot, nor do we wish to interfere in the internal policies of other nations. We simply request that those nations understand the damage caused to the economies of Less Developed Countries by their policies of subsidies - and that they assume their responsibilities with urgency. 

At present, the situation is considerably less stressing as cotton prices rose in October 2003 due to an estimated reduced crop in China associated to the low level of stock in that country at the beginning of the 2003/2004 season. 

The economies of Less Developed Countries should be compensated without further delay for the losses caused by the subsidizing of agriculture in industrialized nations. Otherwise, we regret that we would not be dramatizing if we stated that the obvious consequence of that policy will be to perpetuate misery and dependence in Africa. 

The recent notice issued by the European Commission to the European Council and the European Parliament proposing a partnership between Europe and Africa to support the development of the cotton sector is, in our opinion, an honest working base. 

Cotton producers in Mozambique must be fairly compensated for the losses they have sustained by having to sell their product at artificially low prices. At the same time, they should be provided with sufficient resources in order to make them more competitive. 

On another level, it is necessary to work on the barriers that make it difficult to have access to the market. And this seems to be especially important with regard to markets that appear to have greater importing potential in the future - the South and East Asian economies. 

We applaud Benin, Burkina Faso, Mali and Chad for their Cotton Initiative within the World Trade Organization and for the determination with which they have taken their fight to the WTO for fair compensation to be paid by industrialised nations to Less Developed Countries for their policy of subsidising the production of cotton domestically. The cotton producers of Mozambique are with you and would like to join the Western and Central African countries in drawing awareness to this critically important problem. 

Thank you for your attention. 
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