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Presenter
Presentation Notes
Thank you,  My name is David Collins and I am the Assistant Executive Director with Cotton Council International based here in Washington.�

But have also served as Director of CCI’s activities in South Asia for the past 14 years with extensive time in the Indian market.



Am not an expert on MFA by any stretch, but Stephen asked me to talk a bit about what CCI has seen happen in India over the past few years … and I’ll attempt to offer a few observations that relate to the phase-out of the Multi-Fiber Agreement in the midst of a discussion of what I think is at least as important a driver in the Indian cotton / textile economy … the rise of the consumer class in India.


Indian Scenario

» Cotton Production & Mill Consumption

» The New Indian Consumer
» Driving the New Consumer Toward Cotton

» MFA and the Consumer - Revisited
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Presenter
Presentation Notes
 First will look at cotton production in India as well as mill consumption as that will provide a good basis from which to begin our discussion.


)
Cotton Production

»Indian cotton production = unprecedented growth
»More than double in five years since 2002-03
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Presenter
Presentation Notes
 It’s hard to talk about Indian cotton and textiles today without acknowledging the changes in cotton production.  Recently cotton production in India has seen unprecedented growth.


)
Cotton Production

»Indian cotton production = unprecedented growth
»More than double in five years since 2002-03
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Presentation Notes
 More than double the production in the past five years.�

 Is there an MFA phase-out relationship here?  Some perhaps, but regardless of causality, this increase in production will / is certainly impacting the market in India and around the world.


)
Cotton Production

» Cotton production in India in 2007 was 23.4 mn bales up from
12.4 mn in 2002 ... an increase of 90%. Indiais now the world’s
second largest producer of cotton.

= The average cotton yield reached 450 Ibs/acre in 2007 as
compared to 275 Ibs/acre in 2002.

= Approval / adoption of Bt seeds, better management practices,
addition of irrigation. Largely driven by GOI investment.

= Much of the new investment made in anticipation of and with
great expectations for the phase-out of the MFA. Government
and Industry sensing opportunity.
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  Summarize above … …. �

 I’ve spent a good bit of time in India over the past 14 years, heard from my first trip that the yield improvements were coming … but the necessary changes didn’t really seem to begin to fall into place until the phase-out of the MFA was on the near horizon.  �

Is the dramatic increase in productivity in Indian cotton production a direct result of the end of the MFA?  I don’t think so, but the end of the MFA did help to set the stage for actions by government and industry to make these changes possible.




)
Cotton Production

» During quota regime exports were restricted suppressing
domestic cotton prices ... a disincentive to commit to investment
In increased productivity.

» Removal of quotas strengthened links between domestic and
world prices of cotton, boosting profitability of the grower and
mitigating price risk.

» GOl also adopted a strategy for post-quota period to un-restrict
cotton production and increase productivity by encouraging
genetically improved seeds, and bringing Technology Mission on
Cotton apart from other indirect measures.
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During quota regime exports were restricted suppressing domestic cotton prices … a disincentive to commit to investment in increased productivity. 



Removal of quotas strengthened links between domestic and world prices of cotton, boosting profitability of the grower and mitigating price risk.



GOI also adopted a strategy for post-quota period to un-restrict cotton production and increase productivity by encouraging genetically improved seeds, and bringing Technology Mission on Cotton apart from other indirect measures.




=)
Mill Consumption

» Since the end of the MFA, Indian mill consumption of
cotton has increased by approximately 800,000 tons.
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Presenter
Presentation Notes
 Looking at the growth in Mill consumption, it is a bit easier to construct relationships between the phase-out of the MFA and the changes there.



Since the end of the MFA consumption of cotton has increased by 800,000 MT and with strong investment in spinning capacity this trend should continue.�




=)
Exports of Cotton Textiles

» Exports of cotton textiles has increased by more than
300,000 metric tons since the end of MFA.
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Presentation Notes
Exports of textiles and apparel have increased significantly during the post-MFA period.


Post Quota Exports have increased to major markets

US$ Billion

India Textile and Apparel Exports to US
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 India clearly has benefited from the end of the MFA in terms of it’s exports to key markets overseas.  Note this significant increase in exports to the U.S.


=)
Post Quota India is the second largest gainer in US...
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 After China … India has benefited the most in the U.S. market with a 27 to 28% increase in exports.


=)
The MFA Effect — mill consumption

» With the end of the MFA, trade from preferential blocks (NAFTA, AGOA
etc) has shifted to resource-based-advantage blocks (India, China etc)

» This shift means more consumption of cotton in India for export products
as well as to meet growing Indian consumer demand.

» Quotas were also more restrictive of trade in cotton-based clothing, the
category in which India has had long-standing comparative advantage.

» India’s cotton-based clothing exports have generally been 60%+ in the
total clothing exports basket, enhancing opportunities for Indian Industry.
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 With the end of the MFA, trade from preferential blocks (NAFTA, AGOA etc) has shifted to resource-based-advantage blocks (India, China etc)



This shift means more consumption of cotton in India for export products as well as to meet growing Indian consumer demand.



Quotas were also more restrictive of trade in cotton-based clothing, the category in which India has had long-standing comparative advantage.



India’s cotton-based clothing exports have generally been 60%+ in the total clothing exports basket, enhancing opportunities for Indian Industry.



 So …. The end of the MFA has supported greater use of cotton in India at the mill level amplifying the consumer driven factors discussed earlier.


=)
The MFA Effect — mill consumption & cotton production

Based on these few observations it is fair to conclude the
phase-out of the MFA has ...

> ... positively impacted cotton production in India in a more
Indirect fashion by encouraging government involvement and
helping to nurture a climate of more open policies regarding
cotton production.

» ... more directly impacted consumption of cotton at the
textile mills by opening new markets for export products.
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 Based on these few observations it is fair to conclude the phase-out of the MFA has … 



… positively impacted cotton production in India in a more indirect fashion by encouraging government involvement and helping to nurture a climate of more open policies regarding cotton production.��

 … more directly impacted consumption of cotton at the textile mills by opening new markets for export products.




Indian Scenario

» Cotton Production & Mill Consumption

> The New Indian Consumer

» Driving the New Consumer Toward Cotton

> MFA and the Consumer - Revisited
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Would now like to talk about some of the characteristics of the new Indian consumer and what that means for the cotton / textile economy.


[
Indian Consumer - Changing Faces

yesterday

the person

the time

the product
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 Traditionally, the average customer was much more predictable, didn’t seek as much diversity and didn’t have the wealth to have dramatic impacts on consumption.  

Today, the consumer is different, more diverse, younger, with a greater diversity of interests and needs … and the financial where-with-all to seek greater variety of products.
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India’s Ever Growing Population — Growing Base of Consumers
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Presentation Notes
 … before going further, it is important to review a few basics on the Indian economy to set the stage.�

 Large, rapidly growing population … 20% of world population in India.




A Growing Economy...

GDP Growth India

Economy size: US$ 935 billion 2007 8.90%
2006 9.20%
World’s 2nd fastest growing 2005 9.00%
economy 2004 6.80%
' 2003 6.00%
GDP growth rate = 8.9% in 2007
2002 6.00%
_ _ 2001 5.60%
2008 Growth projections = 8-10%
2000 5.20%
1999 6.40%
Rated among the most favored
investment destinations (unctap, *°°° 6.60%
JETRO, JBIC, Deutsche Bank, EIU, etc.) 1997 5.40%
0.0lO% 10.(l)O%
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Presentation Notes
 Rapidly growing economy with projections of continued growth over the next few years of 8 – 10% per annum.




..With High Private Consumption

GDP US $930 Bn

Private- ‘ Public Spending and
Consumption Gross Capital Formation US $382 Bn

US $548 Bn (59%) /) (41%)

Retail Non-Retail
US $330 Bn (60%) US $218 Bn (40%)

Urban
US $150 Bn (45%)

Rural
US $180 Bn (55%)

Source : Central Statistical Organization (CS0), IRF data and Technopak Analysis

Year: 2007
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 Much of the growth is driven by private consumption … meaning individual consumers.�

 Individual consumers that can be influenced.




[
Explosive Growth in Middle Class- Evolving Segmentation

» Unprecedented shifts creating new & distinct consumer segments.
» A shift from “Pyramid” to “Eiffel Tower.”
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Presenter
Presentation Notes
 Significant changes in the stratification of consumers in India.�

 Increased numbers in the upper levels of the socio-economic strata and increased stratification means more opportunity to promote and sell higher end products that are more likely to have a higher cotton content b/c there is a correlation between increased incomes and preference for cotton.


=
Explosive Growth in Middle Class- Adding a Million a Month

> 70 million consumers to become middle class in next
60 months

*More than “a million” new middle class consumers
every month

» People between 20—49 years of age are projected to
Increase from 450 million in 2005 to 510 million in 2010

s*Again “a million” a month

» Additional 65 million middle class consumers in
urban India by 2010

s Another “a million” every month
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  I throw this slide in to emphasize the changes in the profile of the Indian consumer. …  the “Million and Month” view…. �

 More than a million middle class consumers every month�

 More than a million individuals entering “peak consumption” years each month.�

 More than a million new urbanites, where consumption trends are higher, each month.�

 All of these factors enhance the opportunity for increased cotton consumption at the retail level.




[
Opinion for Fiber Best Suited for Today’s Fashions

»Indian’s prefer natural fibers - particularly 100% cotton.
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 And what about Cotton to the Indian Consumer and fiber preference?�

 Indians continue to state that natural fibers in general (78%) are best suited for fashion and particularly cotton.



So … in consumer choices involving textiles and apparel … cotton is well positioned.




Indian Consumer - Changing Needs
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  And products –There is no longer a plain and simple coffee.  There is large, med, small; black or with milk, with sugar, with sugar free, with topping,  … lattes, frappacinos, mochas … this is equally true in their view of apparel and textiles.�

 The Indian consumer increasingly has broader aspirations for their consumption and increasingly has the financial ability to seek to meet these desires�

 These factors are accentuating the increase in cotton as the preferred fiber among middle and upper class consumers and for a greater variety and diversity of cotton products.  �

 These aspirational values will drive consumption in the future.





http://images.google.com/imgres?imgurl=http://www.specialistsecurityuk.com/img-uploads/debenhams.gif&imgrefurl=http://www.specialistsecurityuk.com/testimonials.php&h=360&w=480&sz=8&hl=en&start=13&tbnid=1_DvtOAf1fEMqM:&tbnh=97&tbnw=129&prev=/images?q=debenhams&svnum=10&hl=en&rlz=1T4GZHZ_enIN222IN223
http://images.google.com/imgres?imgurl=http://www.socceruniv.com/logos/reebok-logo-final.jpg&imgrefurl=http://www.socceruniv.com/&h=568&w=583&sz=11&hl=en&start=1&tbnid=raEDoLCnpDO7lM:&tbnh=131&tbnw=134&prev=/images?q=reebok&svnum=10&hl=en&rlz=1T4GZHZ_enIN222IN223

[
Crossroads: India’s First Shopping Mall

Crossroads opened
mid-1990’s

Over 600 malls
under construction
or “on the books”
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 While this slide is a bit dated … last year at one point there were over 600 malls under construction.. This compares to my first trip to India back in 1994 when there wasn’t anything close to what we would consider a modern retail venue in the country.


=)
Retailing in India Today

fare N | Massive influx of
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 In addition, there has been a major influx of international brands and joint venture operations in India which has literally brought the world to the feet of the middle and upper class Indian consumer.


[
The New Indian Consumer

Ability to Buy

Growing
Aspirations

Dynamic
Retall
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 To sum up … the Indian consumer environment has changed dramatically in recent years and trends are persistent.�

 India has a large, growing, increasingly wealthy, youthful population, who is acquiring more international aspirations for products and who increasingly possess the ability to purchase products.�

And the retail environment has evolved along-side the development of the consumer to serve their needs.


Indian Scenario

» Cotton Production & Mill Consumption

> The New Indian Consumer

» Driving the New Consumer Toward Cotton

> MFA and the Consumer - Revisited
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Would now like to turn our attention to the consumer’s preference for cotton and how that preference and the resulting actions can and are being influenced.


=)
Cotton losing market share to MMF

Final Consumer Demand, India

Cotton MMF
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This is a chart we have used since the beginning of CCI’s consumer effort in India.  It is instructive in that it illustrates the trends that were present as of a decade ago when cotton, as a percentage of total fiber consumption was being eclipsed by MMF’s.  �

Many  projected that if this trend was not reversed, cotton’s market share in India could decline to 40% by 2020 with a corresponding increase in market share for MMF.�

This caused significant alarm to CCI and the U.S. industry as … if a country of a billion people saw this major shift in consumption the impacts could be significant for cotton globally.




)
CCI Contribution — Last 5 Years

CGA: 2002-04

o Started CGA. Encouraged
retailers, manufacturers and
spinners to produce more cotton
by making them licensees

* Developed “The New Face of
Cotton” campaign to give boost
to cotton sales

* Developed & implemented
advertising, media, PR, and
direct marketing plans
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GCE: 2005-07

» Started ‘Generic Cotton
Education Program’

* Focus shifted to consumer
awareness

» Advertising, promotions,
media workshops — some of
the vehicles used
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 In 2002, Cotton Council International (CCI) in collaboration with Cotton Incorporated initiated the Cotton Gold Alliance (CGA) program in India. The goal of the CGA was to increase the demand among end-consumers for products made from 100% cotton so retailers, manufacturers and spinners could be encouraged to produce a higher percentage of 100% cotton products to meet this consumer demand. 

 The CGA program was launched at the trade level in October 2002 and at the consumer level in May 2003 under the “New Face of Cotton” campaign. The campaign included extensive advertising in consumer and trade dailies and magazines, PR, in-store POS and participation in select promotional opportunities.

 2005 onwards the CGA program evolved into CCI’s “Generic Cotton Education Promotion”, however the objective remains to increase preference and demand for cotton products.

 CCI has undertaken this generic cotton education campaigns for the objectives of increasing consumer awareness, appreciation and preference for 100% cotton products through consumer and trade advertising and promotional programs in India.
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 Here are shots from the initial CGA effort … focused on elevating the image of cotton generically and associating 100% cotton products with the Seal of Cotton.�

 Promotions focused on media events, billboards, sales promotions, etc.


Going Forward

» Campaign — ‘Cool With Cotton’.
» Objective — Cotton is Cool and a fabric of all seasons

» Target — Age 15-54 SEC A, B, C
4 )

1. Consumer Level | 2. Industry Level
Promotion Promotion

Generic
Cotton
Education
Program
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‘Cool with Cotton’ in Pictures
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 Shots from Media workshops and promotions …. 




=)
Media Workshop — In progress

nternational Qual
Trustmark
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 Fashion events and celebrity endorsements.
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 Sponsorship of fashion events and designer competitions.


‘Cool with Cotton’ in Media

There’s no reason why cotton cannot be glamourous
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 PR generated by events sponsored, interviews, celebrity endorsements, retail promotions in malls, etc.


Campaign Resulted in Awareness of Seal of Cotton
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Increase in cotton consumption among consumers — campaign has contributed
Awareness of all the Seal of Cotton has quadrupled since the program began
There has been a growth of more than 100% in 2007 compared to 2006
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 In the time since the beginning of this effort … awareness pure cotton fiber in clothing as tracked by awareness of the Seal of Cotton .. Has nearly quadrupled among the target audience … the consumer cohort described above.


[
Preference for 100%b6 cotton products

Indian Men & Women, SEC A,B,C

Difference in the percentage of consumers who give a “high” rating to 100%
cotton products vs. those who give a “high” rating to synthetic products
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 Preferences for 100% cotton products have improved among consumers dramatically.


Cotton Consumption — at consumer level

» Among “SEC A”, consumption of cotton has increased
from 8.5 |bs of cotton per year in 2003 to 14.7 Ibs in 2007.
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Presenter
Presentation Notes
 Among CCI’s target audience, consumption of cotton has increased from 8.5 pounds per person to almost 15 pounds per person since the beginning of the CGA.


Cotton Consumption — at consumer level

» Cotton’s share of total fiber consumption is up.
» An 8% increase observed in 2007 among SEC A, B, C.
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Presenter
Presentation Notes
 In a reversal of the trend that was prevalent before this program began, cotton as a percentage of total fiber consumption among our target audience has actually gained ground … up 12 percentage points, and up 8 percentage points in the last year measured.



 Clearly this new consumer class in India can be impacted by promotion and will respond to the proper message and stimulus.



 As compared to broader trends which shows consumption of cotton as a percentage of total fibers going down.
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Presenter
Presentation Notes
 So … I’ve made the argument that the Indian consumer is a new breed from the past and that consumer can be influenced to choose cotton over man-made fibers … but some will still ask if this is a sustainable process.�

 Here is the story in the U.S. in the 1960’s when cotton was losing market share to MMF’s in a similar fashion to what we have seen in India in the past decade.� 

 Then Cotton Incorporated was established to combat the rise of MMF’s though promotion and research in the late 1960’s
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Presenter
Presentation Notes
 You can see in the yellow trend line what would have been expected to occur in the U.S. had the trend continued …. And the orange bars from the 1970’s to today show what has happened.�

 The bottom line … consumer promotion CAN work and it is now working through the efforts of CCI in India.�

 We hope to be able to facilitate a similar, sustainable, long-term affect in India as we’ve seen in the States and are partnering with the GOI and industry to build a sustainable program that can support increased cotton consumption at the consumer level.


Indian Scenario

» Cotton Production & Mill Consumption
» The New Indian Consumer

» Driving the New Consumer Toward Cotton

» MFA and the Consumer - Revisited




Summary

» India’s growing economy is resulting in explosive growth in middle class with
new segmentation in the middle class evolving.

» With this growth the Indian consumer’s buying power has increased and
consumer is ready to pay a premium for the product with good better fiber ...
particularly cotton.

» Indian consumer has evolved and changed focus to become more ‘global’.

» MFA and phasing out of quotas has given more impetus to cotton
consumption in India ... both domestic market and for exports.

Bottom Line: India has a large, growing, increasingly wealthy
population much more ‘international’ than the past who prefer cotton
textiles and apparel —

A Scenario for Ever Increasing Cotton Consumption!




Summary

> While the end of the MFA has had both direct and indirect

Impacts on the production and consumption of cotton in
India ...

> ... the greater driver of cotton off-take is tied to the
development of the new consumer class in India ...

> .... And the story In the future will be written by the
behavior of this key group of consumers and the choices
they make with their pocketbooks




Thank You
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