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Previous studies of fibre sUbstitu.tionhave been at the raw 
:fIbre level, using raw fibre prices and appa.rent: consumpt:ion 
da.ta. However, this 1.s inappropria.te when there are 
distortions in retail markets for apparel. Distortions, such 
as tsri.£fs, 1Ilake it is necessary to consider substitution at 
th~ .retaillevelto study the effects on demand and the 
returns to fibre producers. 

This study analyses the subst:itution b et:we en wool, cotton 
and synthetic fibres at the .retail level, With emphesJ..son 
wool. Xhestudy uses household survey data collected in thE; 
United States and applies the Almost Ideal. Demand Syste!1l to 
consider substitution between the £ibresacross several end 
Uses. Tt is found that there is a high. level of competition 
between the x.ibres, with consumers substituting .one fibre 
for another Within an end ure. As the US quota and tariff 
arraIlgements for wool are, on average,higher than for other 
apparel fibre, these results would help to explain the 
relatively low level of per capita consumption of woollen 
apparel in the ,United St:ates de.spite the country's very higb 
overall per capita consumption expenditure. 

lhis l:esaarch was ,supported by a. grant from the Wool Research and 
.Pevelopment Council. 
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Introduction 

.Demand for Australian wool 1.s influenced by several factors. including 
polIcies affectIng trade in taxtiles, and the prlce com~tltion from 
alternatIve .apparel fibres. In AUstralIa, wool demand and prices are 
chieflya,f:fected by the latter. 

In. purchasing apparel, consumers primarily consIder suchattrlbutesas 
comfort., durability, functIon and style~ These qualities are partly 
de,pendent on the processes of splnnlng,weaving andknlttlng. and partly on 
thephyslcalcharacterlstlcs of the raw fIbres. If consumer preferences for 
apparelquallties are .highly fibre-specific. the demand for apparel fibres 
wl11 be considerably more elastic, as the consumer responds to changes in 
'appat.el prlces by a change in fibre preference. 

The effects of .fibre competition on wool demand can be measured in the 
context of tnarketsfor raw fibres. However. where government policies 
affect the apparel trade (by, for example. systems of quotas and tariffs) 
measurements of price response at the retail level area better indicator. 

The investigation of prIce competition between fibres at the retail 
level .hasuntil recently been 1imi ted by lack of appropriate data. In this 
paper we stUdY these .effects byestimatin8 retail price elasticities of 
dernandfor wool. cotton and synthetic fibres using survey data on household 
apparel conswnption in the United states over the years 1974 to 1986. The 
a,nalysisapplies the .Almost Ideal Demand System (AIDS) developed by 'Deaton 
and Muellbauer (1980) 

Bac~ground 

Consumption of wool flbre.s 1n major apparel end uses In the Unl ted 
Stateswasapprox;1"rnately 141 kt in 19.87. This accounted tor nearly 25 per 
cent or total wool consumptIon 1n theeightcountr1eswhich are the largest 
consUmers of apparel wool. Yet per headconsumptlon of appar.el wool fibres 
was generally half that of the r.emaining seven countries, even though total 
exp~ndltureper head. was the se.cond largest. Thismlght suggest that either 
preferences among United states consumers were greatly at odds with the rest 
of the world. orpos$ibiy. that the relative prices between varIous fibres 
available in the United states were at variance with the rest of the world. 

The relat1:veflbre prices in the United stat.es do differ from world 
relative fibr.epricesbecause US imports of wool and woollen apparel are 
subJecttobothbilateral quota restrictions and general tariffs. In 
add,.itlon.srowth rates .1nwo.ol quotas have been slower than for other fibres 
and tariff rates are generally higher for wool then they are for other 
natural fibres (.onaverageabout 20 per cent for wool and 6 per cent for 
cotton). These restrictions result in higher retail prices for wool 
apparel. It 1s an intention of this study to examine the effector price 
changes at the retail level on the effect of demand for fibres. especially 
wltb. regard to wool. 

It Is not possible to determine the exact amount of Australian wool that 
1s imported into the United States in the form of apparel. However. 1 t is 
clear, that because the United States 1s a large consumer of wool f any 
policie$ which affect their level of consumption wl1l have large effects on 
the returns to wool producers. Any policies affecting wool consumption will 
be partIcUlarly impC'rtant to Australia as it is the largest exporter of wool 
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:for apparel, accounting for nearly 56 per cent Qf virgin wool exports 1n 
1988 (International Wool Secretariat 1988). most of this wool being used in 
clothing production. 

Previous research 

Numer.ous studies have beenJll'l..de of price competltion between fibres, 
These have Included studies of raw WQo! demand in Australia, and the demand 
for raW' £lbres by processors and by consumers. Most stUdies used data on 
raw fibre prices and apparent consumption. 

The initial stUdies of raw fibre consumption by processors adopted a 
single static equation regression approach .(Lewis 1972; Ward and King 1973). 
They found inelastic own price-elasticities for wool, cotton and .synthetic 
fibres but could not detect significant cross-price effects. Veldhuizen and 
Richardson. (1984) used a single equation partial adJl1stment approach. Their 
results suggested that the demand for wool is very inelastic but that 
relati ve prices of 'Wool and synthetic fibres significantly affect wool 
demand. Dewbre, Vlasluinand Ridley (1986) used reciuced form single 
equations, While a static demand system approach was adopted by Harris 
(1988). Ball, Beare and Harris (1989) extended this model to incorporate 
partial adjustment dynamics. While the own-and cross-price elasticIties of 
demand for raw fibres were found to be less than unlty in the studies using 
.a systems approach, the .estimates obtained were more elastic than those 
obtained in the studies cited previously. Again,. significant substitution 
relationships were found between synthetic fibres and wool. 

Raw fibre costs are only a small component of the total retail costs of 
appareL Thus; the derIved demand for raw flbres lsexpected to be less 
elastic than retail demand. A high d~gree of price competltion between raw 
fIbres would require extensive substitution between fibres in final 
consumption. Previous estimates of raw wool price elasticities suggest that 
retaIl substitution would only be moderate. 

Data and Hodel Specification 

The data used in the analysis were tabulated from a survey of household 
.apparel consumption in the United states between 1974 and 1986. The survey, 
conducted and recorded by the Market Research Corporation of AmerIca and 
required participants to keep a diary of purchases, recordIng end use, price 
,sexo! wearer and fibre content Fibre content was recorded by type and 
the percentage of the dominant fibre. Records consisted of indivIdual 
household purchases of apparel, along with a household identifier and 
household demographIc information. A more detailed discussion of the data 
is given by DeWbre. Thompson and Richardson (1986). 

Unb. records were constructed .at the Australian Bureau of Agricultural 
and Resou["ce Economics (ABARE) for each household. Unit records consisted of 
the number of purcbases for each end use. average price and average 
percentages of fIbre content. Sample Weights were constructed from a 
comparison of the population and sample distributIon of households by 
geographic location and income class in each year. Tne apparel records were 
averaged across all households in a given year, using the sample weights. 

For the .analysis in this paper data were reclassified by dominant fibre 
into three categorles: wool, cotton and man-made fibres (synthet.ics). 
Supplementary information on typIcal garment weights, provided by the 
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InternatlonalWool Secretariat (personal communicationj, was used to compute 
prices per kilogram of apparel for each end use and fibre category. 

SpecifIcation of the model 

A demand system .approach was adopted to gain additional efficiency 
through the impost tion of symmetry and homogeneity restrictions on the 
parameters to be estimated. The model selected for the analysis was the 
Almost Ideal Demand System (AIDS) developed by Deaton and Muellbauer (1980). 
Estimation is performed in terms of value shares. The model may be written: 

(1) w =« + '( In(p) + f3 In(E/P) 
mn mn lin, an JIUl mn 

where m denotes the number of end uses and n the number of fibre categories, 
and: 

W' is an m times n vector of value shares, 
D is a square matrix of coefflch';nts of dimensions m times n, 
p Is an m times n vector of prices. 
f3 is an m times n vector of coefficients, 
E is total expenditure on the included apparel categories, and 
P is a price index for the included apparel categorles. 

The specification assumes that the allocation of expenditure on 
alternative fibres would take into account complementary and substitution 
r~lationshlps between different end uses. Thus the allocation of 
e)CpencU,ture between fIbres in one end use is dependent on prices of fibres 
in other end uses. This general formulation may be expressed In terms of 
the f.ollowing partitioned matrices: 
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where 1 represents any of the m categories of end uses, and J any of the n 
fIbre categories. The Au matrices can be consIdered as bel.ng demand 

systems for an Individual end. use· s fibres (where there would be no 
interaction between oneer.d use and any other end use) • with the At j 

matrices r~presenting the substitution possibilities across dlfferent end 
uses. 

With the imposltion of symmetry. homogeneity and adding up 
restrictions, the nUlnber of free price parameters within a linear system 
which allocates expenditures between end uses and fibres is given by.: 

(m2n2_ mn)/2 

where m 1s the number or end uses and n is the number of fibres. The 
problems associated with estim.ating a large number of price parameters are 
magnified in using predolllinantlycross-sectional data. due to the lack of 
independent varia.tion In prlces~ Variation in the prices paid for individual 
categories of' apparel In a given year Is presum,fbly due to dIfferences in 
the quality of apparel purchased. Thus further restrictions were needed in 
order tor~duce the number of parameters to be estimated. Tbe assumptions 
.employed were as follows. First: 

(i) A = A 
11 JJ 

This is equivalent to the pooling or stacking of data across end uses; 
L e. the price parameters specific to an end use are assumed to be 
equivalent across end uses.. This assUlllption attempts to increase the amount 
of relative price variation between alternative fibres by • stacking' the 
data. However. the pqtentlal gaIns in estimation efficiency from this 
restriction are at the expense of an aggregation bias. 

Second: 

(11) for all i.j. 

Two assumptIons underlle this restriotion. The first is that the price 
relationships between end uses are the s.ame across all end uses. Thus, wool 
flbresareeither complements or substItutes across all end uses In the 
estimCited modeL The second assumption Is that the allocation of 
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expenditure toa fibre in one end use is directly influenced only by the 
.priceof the same fIbre in other end uses. A change In the price ·ofwool in 
one end usema.y influence the allocation of expenditure on wool In all other 
end uses, will not influence the allocation of cotton and synthetic fibre 
expenditures In other end Uses. That Is, complementarIty or substltution 
between end uses Is assumed to be fibre specifIc. 

The sp~clflcation of the estImated model is given by: 

(3) IIU = "'I + ~ lr,n1n(p.n) + 6' ( ,J/n(p,.,») + /3. Jln(~) 

subject to the constraints~ 

Adding up 

n 

.. L r 1 j + (m-I)· 0 = 0, 
1=1 

Homogeneity L t
1j

+ (m-l)-a = O. 
1:;:1 

It should be noted that this specifIcation 15 very restrlctlve .and 
requires strong assumptIons .about the underlyIng behaviour. However f the 
aS$umptlonsare reqUired In order to exploit to the full the limited 
variation available In the small range of data. 

Estimation and Results 

The model was estimated using Seemingly Unrelated Regressions with 
data from 1974 to 1986. A Stone·sprlce index Was used as an apprOXimatIon 
to the true AIDS price index. Th1s avoids the need for simUltaneous 
estimatlon,which is generally not recommended with this amount of data. 

The restrlct,tons necessary for estimation. together with the size of 
the data set. allowed only four end uses and. three fibre types to be 
,e~amined. Tbe end uses selected were those with the highest expenditure 
shares(m wool fibre, and a well correlated relationship between prIces to 
complement the use of Stone's price index~ The end Uses selected for men 
were, Jackets, coats. suits and knitwear. and {oJ:" wOmen they were skirts, 
Jackets, suIts (wlth 'pants) and knitwear. 

The est 1 rna ted elasticities from the model for men's apparel are 
presented in Tables la and 2a. and the correspondIng women's estimates are 
in Tables lband ·2b. Tablesla and Ib give the elasticities of the fibres 
withlneach end use. Tables2a and 2b report the elasticities of the fibres 
i:\Crossthe end t.u:~es,but it should be noted that the latter two table.scan 
onlype read across the rows. as there are no inter-fIbre comparisons 
a"al1ablebecau$e of the assumptions involved 1n estimating the model. 

Balow the elasticIties are the t ratios, calculated using Monte Carlo 
slmulatl0.nsby p.erturb1.ng the parameter estimates with a value taken from a 
dlstl"lbutlonglveh. by the varlance-cov.ariance matrix of the estimates. 
Neatly all theelastlclties were found to be significantly different from 
zero,thougbcautlon should be exercised in interpretIng these stati.stics, 
as an asymptotIc framework supports them~and the number of observations 1s 
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TABLE la 

0Wn- and Cross-price Elasticit'ies 
frornGeneral Model: Men's Apparel 
(Mean values 19'1. ... 1986) 

( .. 20 .• 32) (35.64) (18.42) 

0.8877 -1.1777 -1.9448 
(21.0'1) (-1.91) ( .. 16.00) 

0.2841 -0.0914 -0.8072 
(S8.4l) (11. 6~H ( .. 18~O(j) 

FigurE$ in par(llltneses are t ratlos 
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TABLE lb 

Own and Cro$s~pr.i.ce .Elasticities 
f'x:omGeneral 'Modt\l: WOIQ.ell·$,lpparel. 
(M"an valUQ$ 19'1" ~ 1986) 

16' •. 39) 

-0 .. 3585 
(11.55) 

with 

-0.8194 
(9.62) 

0.2302 
(5.25) 

-0.1604 
(l0.4'O) 

Q,613 
(6.19) 

-1.2689 
(l6.4l) 

0~2431 
(4 .. 51) 

0.4232 
(6.15, 

-1~8173 

(l3.65) 

0.16 
(6.01) 

~'igures in pal::enthe!les are t ratios 

'1 

(4.89) 

.... 3.7153 
(21.0~) 

-2.1736 
(11.21) 

0.3522 
U.57) 

-2.6341 
(18.38) 



TABLE 2a 

Elasticities Across.End Uses 
From General Model: Men's Apparel.. 
(Mean Valu$s 1974 ... 1.986) 

-0 ... 51.602 
(~6.11) 

-0~.OS6.7 
(2.66) 
-0.205 
(8.0) 

-0,,3919 
(4.1.') 

-0.1403 
(~. (3) 

.... 0,.1277 
(1.·tr) 

-0 .. 4969 
~39.1) 

-0.0.574.9 
(2.68) 

-0 .. 0551 
(2.83) 

(.39 ... 7) 
.... 0.1259 

(3 .. 33) 
... 0.0532 
(39.47) 

-0.5159 
(36.71) 
-0.0586 

(2.7) 
... 0.2634 

(9.36) 

1-: ,5.57) 

-" •. 1342 
(.S.~2) 

-0 .. 23604 
(12.15) 

itu 

in: 

t.O the the. fibre in: 

(38.4.3) 

... 0.1302 
(4.75) 

0.1022 
(9 .• 89) 

-1.9133 
(3.4 •. 44) 

.... 0.0962 
-3.19 

-0.0812 
(l.7S) 

to the 

-0.4.657 
(36.89) 

-0.1002 
(3.94) 

0.1341 
(12.79) 

B 

.... 1 .. 9124 
(34.47) 

-0.1064 
(3 .. 56) 

-0.1166 
(2.3) 

fibre in: 

-0 .• 3994 
(39.37) 
-0.1088 

(4.2) 

0.0605 
(5 .. 95) 



TABLE2b 

E1a.sticities Acx:oss End Uses 

FrQl1lGeneralh:odel; Women's Apparel 
(Mean V'a1\,105 1914" 196.6) 

(11.,41) 

",,0.302 
(1 .. 1) 

0 .. 8.826 
(H.lf» 

(11.27) 

'-0,,5717 
(1 .. '34) 

1.4463 
(14 .. 21) 

(10 .. 95) 

0.3870 
(13.86) 

0 .. 4623 
(11 .. 28) 

-0 .. 5103 
(9.StH 

0.5371 
(16 .• 13) 

0,.6818 
(11.33) 

-0 .. 3381 
(9.28) 

0.5218 
(9 •• 6) 

0.9785 
(ll.ll) 

-0.6128 
(8~08) 

0.9321 
C8.til) 

(11.141 
... 0.1638 

(8.85) 
0.3551 
(15,,75) 

0.465:7 
(ll~ 73) 

-0.4504 
{S.12' 
0.5123 
(15.98) 

FlqUt"GS 1n p.u:entheses are t ratios 
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in: 

0.6721 
(11.22' 

... 0~3067 
(1.2.5) 
0.679 
Cl1.·69) 

eesotthe fibre in: 

0.9586 
(11 .. 18) 

-0.5.643 
(7 .• 21, 

1 • .1967 
(12.06) 

(lO .• 62) 

-0 .. 1793 
(9."12) 

0.4615 
(9.97) 

0.4644 
(11.32) 

-0.6786 
(U.81) 

0.6565 
(19.97) 

in: 



small. 

Tbe estimation .of pri.ce elastic! ties for men's appar.el yle lded several 
lntcrestl.ng results. Within an end use, own-price resPQnses forward and 
synthetic were generally fQund to be elastIc. wi ttl cotton generally being 
inelastic. bothln absolute terms and relative to other flbre.s (the 
exeeptl.on being knitwear). At the retail level. estimated cross-prIce 
elnst,l.cltles .indicated that the fibres were substItutes except in the case 
or cotton and synthetIC, a result that, 1s consistent with other studies. 
these estimates are indicative of a reasonably high level of price 
competitIon between fIbres. Theslmllar magnltudes of the elasticit.ies 
between the dlfterent end uses 1s a result of the restriction that all the 
different end uses have the same price coefficlents in the estimated model. 

The complementarIty result between cotton and synthetics is probablY due 
to thelllgb level of blending between cotton and synthetics in apparel 
'production.. As th.e model does not distlnguIsh between apparel wear of 
dlf(erent blends.. it 1s highly likely that the price-induced substitution 
between apparel of different blends 1s occurring within the broad fibre 
categories used by th~ model, leadIng to results which show complementarity. 

That the allocation of expenditure between fibres In one end use 1s 
dependent on relative prices of fibres in other end uses Is evidenced in the 
elasticities between end uses in Table 2a. Nearly all the elastle:ltles arc 
negative. indicatlng complementarity between the same fibres 1n different 
end uses. 

For women 'sapparel, agaIn own-price plastic! ties wIthin an end use 
wcreall negatiVe. though wool was both absolutely and relatively inelastic. 
but cotton and synth~tlcL elastic. Wool and synthetlcsgenerallyappear as 
cQmplements.the other combinatIons of fibres being substitutes. 

The reI at 1 onshl p between fibres across end uses for 'Women's apparel are 
presented in Table2b. The results are not as expected. only cotton garments 
showing evidence of a complementary relationship. Wool and synthetic 
garments, on the other hand. indicate that the flbre relationship across 
garments 1s one of substitution. 

The inccnsistencies of the wQmen's estimated elasticities with a priori 
ex:pectationssugge.sts that the market fQr women's apparel Is inherently more 
eomple'X and could not be captured within the structure of this model due to 
lts.$trong behavioural assumptions. 

The plausibIlity of the men's apparel elastlci ty estimates was further 
eXamined by test.lng the behavioural assumptions underlying the demand 
syst.em. First, homogeneIty was tested indivIdually across all the 
equations, using an F test between a system wIth nQ restrictions and a 
systemwlth homogenelty imposed. This was reJected, at the 5 per cent 
level by only two equations. synthetiC Jackets and woollen knitwear, though 
neither Is reJect.ed at the 10 per cent level. 

The assumption of symmetry, given homogeneity. was tested using a Waid 
test as indicated in Gallant and Jorgenson (1979). The chi-squared value 
observed. was 305.3, clearly rejecting the assumption of symmetry. However, 
as symm~try is an.lmportant theoretical assumption in the specification. the 
model~as not respecifled. In fact, the rejection of symmetry 1s probably 
dUe to the use of Stone's index as an appl-oxlmallon to the true price index. 
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The use of Stone- s Inde~ Is required due to d.at.a limitations whIch prevent 
the use of e5th.alion techniques that would allow the lrue price index to be 
included. 

Comparing elasticit1es obtained from other studies is d.lf£ i cuI t as all 
other stucUesbflve used raw fibre prices and different sample periods. 
Elasticity estimates from two studies that used similar estimatj"')n 
teohnlquesare shown in Table 3. 

The st\lCiy by Ball at a1. (1989) used a dynamic trans log approach in 
e.stlmatlng cost minimisation production. As lhese are derived demands from 
retall leVel consumption the resul ts Jnay be compared with those of the 
pre.sent study. The own ... pr1ce elast1c! tIes for wool and synthetics are much 
higher in the present stUdY than in those of Ball et a!... though the 
own-price elastIcIties for cotton are similar. Comparison of the 
cross"'price elastioit1es was not as straightforward. though it appears that, 
on ~vera,ge. tbe elasticities from the model used here indicate a higher 
lavelo! substitut.ion at the retail level, than at the producer level. 

Table 3 
Long Run Fibre Demand t'.i astici ties: Other Studies 

us Study (Ball. 13eare and Uarris, 1989): (mean values 1960-87) 

Demand for: wI t.h respect ~o price of: 
Wool Cotton Polyester 

Wool -0.70 0.31 0.41 
Cotton 0.34 -0.79 0.33 
Poly. 0.31 0.22 -0.61 
Rayon -0.12 0.53 0.52 

18 OECO Countries (Dewbre. Vlastuln and Ridley 1986): 
(mean volues 1970-83) 

D<rmand for: wiU. respect to price of: 
Wool Cott.on Synthetic 

Wool -0.23 0.09 0.14 
Cotton 0.05 -0.24 0.17 
Synthetic 0.16 0.06 -0.21 

Rayon 
-0.03 
0.12 
0.08 

-0.93 

The cost of raw fibres const1 tutes only a small component of total 
appar.el cost. Thus it is expected that, since raw fibre demand is derived 
from retail level demand., demand for raw fibres would be less elastic l"'~n 
demand at the retail level. For example, the cost of raw wool accounts for 
roughly 5 per cent of the total cost of an apparel 1 tern. Given the 
magnltudes of the estimated retail elasticities, it is expected that raw 
wool demand would be highly inelastic. This hypotheSiS is supported by the 
results obtained in the study by Ball et al. 

The study by Dewbre. Vlastuln and Ridley ( 1986) was conducted usIng 
retall consumption data and raw fibre prices. However, the technique of 
est.imatIon was that of a reduced form single equation. Their estimated long 
run retail elasticities were substantially lower than those obtained in th1s 
analysis. 

As the own-price elasticities for men's apparel range between -0.5 and 
-2 at retail prices, and the price of raw fibres accounts for only a small 
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.component of the cost of an end use, an enormous increase in the raw fibre 
prlce would be needed to cause observable changes in retail level 
consumption. Thus it Is to be expected that the study py Dewbre et aL 
·usit)g raw fibre prIces and retail consumption would have very low 
elasticities. 

Conclusions 

Retail price competition between a,[Jparel fibres is derived from a 
cQmplex pattern of consumer preferences. The assumptions required to 
estimate retaIl demands for apparel fibres from the available data yield an 
extremely restrictive model of consumer behaviour. Despite this limitation, 
the results provide an indication of the level Qfprice induced substitution 
between apparel fibres. 

The general model estimates .for men's and women's apparel yielded a 
reasonable set of own-price elasticities. The cross-price. elasticity 
estimates were generally mu,.h more consistent for men's apparel. This 
suggests that the market for women's apparel is Inherentlymore complex and 
could not be captured within the structure of the model. 

The own-price elasticity estimates for wool from the model used in this 
study are generally p:-ice elCistlc, and the .magnltudeof the .cross-price 
elasticities indicates there Is also a higb level oi competition between the 
fibres.. However, fibre substItution is imperfect and fibre specific demands 
could be identified. An .implication of this re.sult is tt-at the 'promotion of 
a fibre ,...for example, wool - may lead to increased consumption of that 
fibre. 

The apparel category definitions used in the analysIs did not allow for 
changes in fibre blends wi thin a given category ,which would allow for a 
grc:;ater degree of substitution at the retail level. Hence, the level of 
retail fibre competitIon may be understated. Also, a larger range of 
'fibres' among 'Which to allocate expenditure would pot;sibly have countered 
the .complementary relationship between cotton and synthetics In .rnen's 
apparel and may have yielded results In line with expectations for women' s 
apparel. 

When the retail elasticities obtained from this study are compared with 
elasticities .obtalned in studies of pr.ice competition between raw .fibres, 
the retail elasticities are greater by an order of magnitude of ten. As raw 
fibre costs are generally less than Sper cent of the retail price of 
apparel. this suggests that changes in fibre blends is a significant source 
of fibre compet.ition. 

As a high level of competition exists between dIfferent fibres, anY 
distortion that caused relative prices of apparel made from differentfibl'es 
to change would result in substantial changes ip. consumption patterns. This 
could then explain the observation that although US consumers have the 
$econdhlghest per capita consumption 1n the world, their per capita 
consumption of wool Is loW relative to the rest of the world. The changes 
in relative fibre prices brought about by the tariff structure in the United 
sta.tes would cause a shift away from wool consumption into other fibres. 

Over recent years, the United States has imported more than 50 per cent 
oriis apparel wool consumpl':'on (see Figure 1). Given that the tariffs on 
apparal wool average 20 per cent, and that the smallest own-price elasticity 
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for wool in this analysis is -1.1, a substantial increase in demand could be 
expected 'from any easing of the tariff. Increas.es in demand could also be 
·expec.tedwith any rel~xation or the quota restri.ctions and subsequent pr.ice 
declines. 

Figure 1 
Wool i "Apparel: Imports and Consumpticn I n the United States 
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Source: Textile Economics Bur~au 

The results from the study also suggest that measures which affect the 
price of the final good (an end use) wIll have a larger effect on the demand 
for that end use's principal fibre than any measure levied directly against 
the raw .fibre. That is, a tariff on woollen apparel will lead to a greater 
reduction in demand for wool than a tariff applied to raw wool used in 
production. 
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Gl ven tba t nearly all Australian wool is used in apparel pr.oduc t.l on, the 
various quota and tariff policies Inthe United States can be expected to 
have a detrimental effect on the returns to producers 1n Australia. through 
dE;!creased demand for wool .apparel. 
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