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SUMMARY AND .CONCLUSIONS

The United States imports a substantial part of its wool require-
ments. Therefore, the price level of wool in the United States 1s
determined, to a considerable extent, by world conditions of supply
and demand.

An analysis covering the period 1921-38 indicated thal an mereasc
of 1 percent in werld production of apparel wool was associated on the
average with a decrease-of 3 to 4 percent in the world price. An in-
crense of 1 percent in total income of the principal consuming coun-
trics was associnted with an increase of 1 percent in the world price
of wool. These relationships have been distorted by the unusual
cireumstances of the war nnd postwar periods, hut they still represent
our best estimates of the normal effects of world supply and demand
upon weol prices. :

Production of wool in individual countries may change ratber
sharply, but year-to-year changes in world production are relatively

1 Bubmitted for publication May 1951. The research on which this report is
based was made possible by the Research and Marketing Act of 1946
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small. Short-term changes may result from unfavorable weather
conditions in many localities, .or disease, or growers’ decisions based
on market expectations. Possible alternative uses of productive re-
sources and the length of the production period are otler considern.
tions that enter into growers’ decisions. Moreover, as wool (par-
ticularly crossbred wool) and meat are joiné products of the sheep
enterprise, both quantitative and qualitative changes ' in the produe-
tion of wool may occur as a byproduct of decisions regarding the
production of meat.,  As production cannot respond quickly to changes
m price, the price of wool is greatly influenced by short-term changoes
in demand.

Demand for raw wool is derived from consumer demand for the
various apparel, houschold, and other finished wool products, Con-
sumer demand for wool goods vatries from couniry to couniry becausc
of differences in real income, climate, custom, and osher factors, In
the Lnited States, demand varies from year to vear with changes in
income and with changes in fashion. During a period of years, de-
mand for wool in this country has been influenced by improvements
in heating and transportation facilitics and by the development and
consumer ncceptance of synehetic fibers,

Consumer expendibure for closhing in the United States was found
t0 be closely associated with disposable income. As most items of
cloihing are fairly durable and individuals are equipped with smaller
or larger stocks, expenditure for clothing may he sharply contracted
or expanded in any given year, to meet the current situation with
respect to income and to other needs.

Although consumer expenditure for clothing varies direetly with
consumer purchasing power, only a smali part of the year-to-year
variation in mill consumption of apparel wool, as well as of all toxtile
fibers, in the United States was found Lo be associnted with year-to-
year changer in dispoesable income, textile prices, and trend. A par-
tial explanmion probably lies in the fact that mill consumplion re-
flecets ankicipated future, rather than current, eonsumer demand for
toxtile products, Beeause of the many  time-consuming processes
thal characterize the wool texlile and appore: industries, there is a
considerable space between the time the raw wool is put into process
and the time the manufactured goods bevome available at retail.  As
the inustries are not integrated, purchascs by retailers must be pre-
ceded by a series of purchases and sales aé thoe preceding stages of
production and distribution.  Purchasers are guided in the (iming
and volume of their buving by advance commitments of (heir cus-
tomers and by their expeciations as to price brends in their raw ma-
torial markets.

As the greater part of the product of the industry consisis of so-
called style lines, the siyling of which is determined af bhe early stages
of manufneture, purchases must he mace woll in advance of petual
need.  Contraction and expansion of inventories resulting from errors
of anlicipation may bhe largely responsible for (he extrome and somo-
whal ervatic Mucluntions in consumption by mills, and they are an
important factor in the demand for raw wool.
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OBJECTIVE OF STUDY

The oconomic position of the apparcl-wool industry has long been
of nationul concern. A study having as its objective the analysis of
supply-demand-price relationships of apparvel woo! has been carried
on in the Burenu of Agricuitural Economics as a _part of the Research
and Marketing Act project entitled “Price, Supply, and Consurption
Annlysis for Farm Products.” An attempt has been made {0 analyze
the structure of the price-making forces for apparel wool and to
measure quantitatively, to the extent which available statistical data
permit, the factors that affect the prices of apparel wool. It is hoped
that it will be of value to wool growers, dealers, manufacturers, and
others directly or indirectly interesled in the apparel wool industry.

NATURE AND USES OF THE COMMODITY

Wool is the hair or fiber which is sheared from living sheep (shorn
wonl) or removed from the pelts of slaughtered sheep {pulled wool).
It is one of the oldest of the textile fibers. Since the beginning of
recorded history it has been an important material for the production
of wearing apparel. Unlike cotton, which is used cxtensively for
industrinl purposes, wool is used principally [or clothing, aithough
substantial quantities are used in the manufacture of blankets, up-
holstery, and floor coverings. The resilience, wrinkle-resistance,
hygroscopie quality, lelting properly, and low heat conductivity of
wool account for its dosi*ability as a textile fiber in the manufacture
of sueh items.

ArrariL anNp Canrer WooL

The great variation in the physical characteristics ol wool has
resulled in a large number of commercial types, commanding widely
dillerent prices at any given time. Among these characleristics are
fineness or diameter of Aber, length of fiber, unilarmity, color, luster,
clasticity, strength, and supplencss.  Wool varies greally with respect
to (hese qualities not only from one breed of sheep to another, but also
from Hecce to flecce, and [rom one part to another pl the same fleece.

Tn the markets of the United States, the bwo general categories,
apparel and carpet, tale their names from the prineipal uses Lo which
the fiber is put.

Apparel wool is used chielly for clothing but it is also used in the
manulactore of biankels and upholsiery and drapery fabrics.  Such
wool is obtained [rom improved breeds of sheep and is finer and softer
than carpel wool.  T'he question of grading is complicated.

Carpet wool is obtained from nalive or unimproved sheep.  Carpel
wools are coarse, harsh, wiry, usually strong and seund, and kinky
rather than erimped or waved. Most varietics have a pronounced
color defeet ranging from deep gray (o black, or from light fawn lo
dark brown. Such wools, as the name implies, are vsed principally
in the manufacture of floor covrrings, hut they arc often used in the
manufacture of apparel fabrics when special effects are desired as, for
example, in certain kinds of tweeds.  There is no established grading
system for carpel wools; they are described in terms of the counlry
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or Jocality of origin and sometimes by color, Familiar names are

dJoria and Vicanere from East India, Kandahar from Afghanistan,

Aleppo from Syria, Sining from China, and Cordoba from South
erica.

GrapiNe oF AprpareEr. Woor

Apparel wool is classified principeally on the basis of the fineness or
diameter of the fiber (grade) and the length of the fiber (staple).
No onc classification system is in universal use the world over.

Two_alternative systems of designating finencss or grade of shorn
apparel wool are in use—the hlood system and the count system.
Originally, the blood grades designated the proportion of merino
blood in the sheep which produced the wool.  The count numbers
otiginally indicated the nusmber of hanks of yarn, of 560 yvards each,
which conld be spun from a pound of wool top. Both “systems of
grade terms, however, have lost their original significance, They nre
terms now generally known and accepted in the wool industry for the
various cegrees of Hneness in the wool fiber. In the United States,
blood terms are used more commonly than eount terms, whereas in
practically all other countrics the reverse is the case. Table 1 shows
the approximate correrpondence between grades in the two systems,

In theworld wool teade, hall-blood (60's) and finer wools are known
as merinos, and grades below half-blood are referred to as crossbreds.
Wools that grade 50's to 58's are commonly known as fine crossbreds,
those that grade 44's to 48's as medium crosshreds, and those that
grade 40’s and helow as low crosshreds,

In addition to these general grading systems, various systems are
used locally in weol-producing and wool-consuming countries. In
the British Dominions, wools are sometimes classified, in order of
fineness, as merino, eomeback, fine crossbred, and medium crossbred ;
the coarse wools are designaled by breed names, such as Lincoln and
Cottswold.  South Ameriean countries use the system generally
used in the world wool trade, Iowever, a sccond system there used
grades wool from fine to coarse as follows: Merino, prima, 1%, 2%, 3's,
4's, §'s, and 6's.

In the United Stales, fineness and length of pulled wool are indi-
eated hy letters, such as AA, A, and se on down to C super. AA is
approximately equivalent to & fine combing shorn wool.

The terms used in the blood and count systems refer only to the
ciassification of apparel wool on the basis of diameter or fineness of
fiber. I the United States, the terms deseribing macket groups for
length are combing and clothing.  Generally speaking, combing wools
are those of sufficient length to be combed—that is, processed on the
worsted system.  As nglish or Bradford combs require a longer
wool than I'rench combs, wools generadly must be of sufficient length
for combing on Bradford combs to he graded as combing wools.
Wools too short for Bradford combing are graded as carding wools.
However, those long enough for combing on French combs but shorter
than desired lor Bradford combs are sometimes referred to as French
combing wools. In each grade, the longest wools are the combing
wools. ~For the fine and half-blond grades, it is customary to make
three divisions—strictly combing, French combing, and clothing. The
term “delaine” is frequently used to describe sirictly combing fine
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wools from the eastern farming States and the term “staple” for
strictly combing fine territory wools. Texas wools are classified accord-
ing to growth as 12 months, 8 months, and fall shorn,

TasLE 1. —Apparel-wool grades according lo blood and numerical or
count system !

Blood system Count or numerical system

Fine oo e 64's, 70z, 80's,
Hali blood {34 blood) 60°s, (2's,
Thrce~ei%hths blood (¥ blood). .
Quarter blood (¥ blood) - -
Low-nuarter bloed
Commeon

1 Several ehanges have been made in the commereial classifieation of wool by
spinning count since Government prade desiguations were established in 1933
for the United States. The main changes were in ¥-blood waols originally
58's-60's, now 60's-62’s; and [in ¥-blood wools previously 56’s, now 56's-58's.
The count classifications shown here are those now in general use by the trade.

GEOGRAPHIC DISTRIBUTION

Wool is a world commodity. Some wool is produced in nearly
every part of the world. However, the combined output of the seven
largest producing countries—Australin, Argentina, New Zealand,
Soviet Union, United States, British South Afviea, and Uraguay—
represents about threc-fourths of the world total (tables 2 and 3).
Annual world production between 1920 and 1950 ranged from a low
of 3.0 billion pounds, grease basis, in 1920, to & high of 4.2 billion
pounds in 1841. At present, about four-fifths of the weol produced
is apparel wool. :

The seven largest wool-producing countries are also the prineipal
producers of apparel wool. They produce about 85 poreent of the
apparel wool. Of these, the five surplus-producing or exporting
countries—Australia, Argentina, New Zealand, British South Africa,
and Uruguay—account for about 70 percent of the world total. ‘The
chief countries in the prodnction of carpet wool are Argentina, the
Balkan countries, China, French Africa, India, Iran, Pakistan, the
Soviet Union, and Turkey.

Just as production is widely distributed over the globe, so also is
consumption. Woel-textile industries of varying sizes are established
in nearly 50 countries. The bulk of consumption, however, as in the
case of production, is concentrated in a comparatively few countries.
During the interwar years, about four-fifths of the wool produced was
consumed by mills in cight countriecs—United Kingdom, United
States, France, Germany, Soviet Union, Japan, Italy, and Belgium
(table 4). Not all of the wool used by milis 1 . these countries is for
ultimate home consumption. A substantial part consumed by mills
in all of them (except in the United States and the Soviet Union)
normally is exported in the form of semimanufactured and manufac-
tured goods,
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Between 60 and 70 percent of the world production of apparel wool
enters into intcrnational trade (Bg. 1). The five surplus-producing
eountries normally export between 85 and 90 percent of their cutput.
Six of tho eight large consumers, on the other hand, normelly import
more thau threefourths of their annual vequirements (table 5).

TasLe 2.—Production of wool, grease basis, chief producing countries,
average 1934-388, annval 1945 and 1950

Average 1934-38 1819 1930

Couniry P '
ereent- Pereent-
Produe- ago of Produc- sgge of

tion total tion total

Percent-
age of
tokal

Produc-
tion

H 1

Aliltion Ailiion Aliltion
pounds | Percent | pounds | Percent | pounds | Percenl
Aunstralia 945 26,87 1,159 29.5 1, 177 TG,
Argentina 376 10, Q 4200 L 429 10.
Now Zealand 2G4 3 300 372 3.
Boviet Tinion 240 G, 315 ¢ 325 .
Tuited States 423 1L 252 - 253
British South Afrien___ 234 i) 248 230
Uruguay 18§ 3. 163 1 176

2,686 ¢ 726] 2,913 743! 2953 73.
World total 3608 ; 160,60 3,920° 100.0) 402! 100
: .

Compiled from reports of the Oifice of Foreign Agricultural Reistions of the
Tnited States Department of Agriculture,

B L Qi en
b2 £ He D 0~

Tarik 3. —Perceatage distribution af world production and consumption
of wool, by continent, averages 1934-38 and 194748

Praductkion Consumption

Continent !
Avoruge Average i Aversge | Average
1934-38 104748 | 193435 | 1194748

Pereenl Prereent Prereent Percent
IPORe . cmammmme s e e it 1 a9

Soviet Union__ .. .. . 6
AR R e oo &
Africn . . ]
Oeeanin. o .ooe- . L. . 34
North America..... . . 12
South Ameriea . . 16

World S 106 ! 10

P : : i

! Warld consumplion cxeceded production about 25 percent in 194748

2 Less than 0,5 pereent.

Consumplion datn [fom WORLE FInER REVIEW, 10, lable H, page 9L (2); pro-
duction datw from reporls of office of Foreign Apricultursl Relations, United
Btates Department of Agricultuse,

th
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TasLe 4.—Fstimated consumption of wool, clean basis, by chief con-
suming countries, avercge 195438, annual 1947 and 1948

Average 1934-38 1947 1548

Country Cen- |Percent-l Con- [Percent-] Con- | Percent-

sump- | age of | sump- | age of | sump- ¢ age of
tion total tion toLal tion | (otal

Million Million AFiltion
poundds | Percent | pounds | Pereent ! pounds
Lnited Kingdom 4401 21,5 401 17. 0 4440
United States_ . _ . ___ 344 16. 8 698 20. 6 693
France_.__.._ . . __ 220 ¢ 112! 243 10. 3 278

Germany:
Western Zones__ .. 132 L4 50 . 8%
Soviet Zone 53 . 18 . a2

187 . 68

Boviet Union 154 : 121
Japan 110 L 26
Tealy. . - ..o o] 68 3. 132!
Belgium.o_ . .. . ... _ 62 2 791
Other countrios. ... 456 | 587 .

104
132

2L

04 4
GG ¢
589

e

[ 2
Sigagnmen

LRl B e PO | ] (=1

total___ __._.' 2,050 | 100.0

1

2,355 | 100.0; 26430 100.

i
Estimated world i
[

Derived from data presented in worLp FIBER REVIEW, 1940, table H, page 91 (2).

TaLE 5.—Shares of major exporting and importing countries in world
lrode in row wool, average 1934-88, annual 1947 and 1948

i |
| Percentage of world 3 Percentage of warld
: eXDOrts i I imports

Major export-; . Major import-
ing conntry | N ; | i| Ing country .

AveraEe! . i X ; AVErage r
1934-38 -'9‘”1 1048 1931-3g| 1947
§
|
i

. Per- 1 Per- | Per-

Argentina_ . __ 15 20 . 7 | Belgium 5

Australia 42 40! 53 || Franee 14

New Zoalund - 13 18! 13 || Germany 13 !
South Afriea_. o, 105 12 || Tiady 4

Urnguay_ ... 6 6 7 i Japan 10

- United Kiog-

Tolal___. 87 M, 02 dom 29

i United States, 11

: Tatal__._ 86

Percent | cent 1 cent Pereent
i

! Less than 0.5 percent.
From wonrsd PRk REVIEW, Mg, table 26, puge 50 (2).
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INTERNATIONAL TRADE IN RAW WOOL
l?3&-38 AV,

P i "‘,_-;- : ’\‘{(L;'_.E --'F_ :-5‘_«
NRACS

B. 5 BEPARTMENT OF AGRICULTURE HEG. &TNGF-X BHREAY OF AGRICULTURAL ECONGHRICS

Tiguue |.—>More then 80 pereent of the wool that entered world trade during
1934-38 enme {rom the five chief surphls~pz'otlut:i:1g conutries of the Southern
Hemigphere—Australin, Argenting, Now Zealand, Union of South Afriea, and
Uruguay. In 1816, Lthese counlries supplied aboub 95 percent of the total,
World trade in raw woo) declined gradually after 1948, when a peak of 3 billion
pounds was Lraded, and in 1949 was less than 180 million pounds larger Ehan the
1934-38 avernge, The large volieme of wool Lhat entered world trade following
World War 1T was made possible by the wactitue accumnulation of wool in the
surplus-producing coustries.

Marrrerine oF Wool

Practically all Brilish Dominion wools are sold at public auction,
cilher in the Dominions or in the United Kingdom. Until about the
opening ol World War I, London was the lesding and largest auction
genter for raw wool in the world. Becnusce of iis proximity to the
large consuming centers in the United Kingdom and continental
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Europe, ib is still the most important spot wool market in the world.
During the interwar years, auction sales in the Dominions developed
rapidly. Ab present, ameong the chief avchion centers for Dominion
wool are London and Liverpool in the United Kingdom; Albury,
Brisbane, Geelong, Goulburn, Melbourne, Now Casﬁe, Porth, and
Syduney in Australia; Auckland, Christchureh, Dunedin, Invercargil,
Napier, Wanganui, and Wellington in Now Zealand; and Capetown,
Durbin, East London, and Fort Klizabeth in British South Africa.
Sydney, Australin, is now probably the world’s mest important single
wool-selling centber.

Auction programs arc fixed each year by commitices consishingof rep-
resentatives of growers, brokers, and buyers. These men deeide upon
ihe dates of the sales as well as the quantity to be offered at each selling
center. In the United States, Argentinn, and Uruguay practieally the
entire clips are disposed of by private sale. But before 1939 a small
quantity of Argentine wool from European owned cstates was shipped
to London for sale by public auction.

1n the United States, » majority of the growers usually sell their
 woel ab or soon aiter shearing time, but the time of selling varies from
year to year. In all ycars some, and in some years & large propoution
of the wool is sold by contract well in advance of Lhe shearing, usually
in December, January, and February. On the other hand, in all years
some, and in some years a large proportion of the clip is consigned by
producers to dealers or to growers’ cooperative associations. Ceon-
signed wool may not be sold for several months or for one or more
years. The volume of contracting prior to shearing, by dealers and
manuiacturers, and the volume of consigning by growers depend upon
their anticipations as to price trends m the wool markets.

Marketing practices vary in different parts of the country, largely
bocause of differences in size and uniformity of the individual clips.
In the so-called territory States, where the clips run large, most of the
wool is bought at the ranch by resident agents or {raveling buyers for
Boston dcaf&m, or is consigned to cooperalive marketing agencies. In
ihe flecee-wool States, where most of the clips are small, the greater
parb of the wool is bought on the farms by country dealers, who
accumulate wool on their own account or buy on commission for
Boston dealers. In Texas, most of the wool usually is shiipped to ware-
houses for sale, but in some years many buyers purchase direct [rom
producers ab their ranches.

Tt is estimated Lhat, before World War 1I, between 3 and 10 per-
cend of the clip was bought direct from growers er counlry dealers by
representatives of lopmakers and manufacturers (4).7 The greater
pert of such direct buying takes place in Texas because of the uni-
formity of Texas wool, the concentration of production within limited
arens, and the convenience of inspection ol wool assembled af well-
organized warchouses. Some direct buying also is done in the llecce-
wool Btates.

Domestic pulled wool usually is_sold direct to consumers by the
inrere meat packers through their Boston ollices. Smaller pulleries
soll divcet from Lheip plants through salesmen or by sample and corre-
spondence. Others sell through ageats in Boston.

? Tigures in parentheses refer to Litersture Cited, .48,

§53140°—F1—2
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Domestic and imported wools are concentrated in central markets,
particularly Boston, where they are stored in relatively uniform lots
until needed by consumers. Nost of the wool requirements of man-
ufacturers, particularly the worsted mills, are bought in the grease,
but sizable quantities of clothing wools and off wools nre bought in
the scoured stage, particularly by woolen mills.

Uses oF AprarEL Woor,

The industries that utilize apparel wool are separate and distinet
from thosc that utilize carpet wool, Under relatively normal conei-
tions, about three-fourths of the wool used in the United States is
apparel wool and the remainder is earpet wool.

The principal uses of apparel wool are for clothing (particularly
outerwear), blankets, and drapery and upholstery fabrics, Included
among the apparel items are coats, suits, trousers, dresses, sweators,
skirls, jackets, robes, gloves and mittens, and hosicry. The non-
apparel uses include blankets, transportation and furnibute uptholstery,
draperics, buntings, billiard cloths, smelter cloth, filter cloth, paper-
makers’ felts, and laundry felts.  Automobile cloths constituie the
only important class of industrial uses.

More than three-fourths of the apparel wool consumed in the United
States normally enters inlo the manufaciure of apparel items.  Figure
2 shows_the approximate distribution of the wool consumed in the
United States in 1949, About 98 percent of the apparel wool was
consumed in the spinning of woolen and worsted yarn,  The remainder
was used in the manufaclure of pressed felt, largely for hat bodies.
About 85 pereent of the woolen and worsted yarn enlered into the
production of woven fabrics and 15 percent was used for knit zoods,
About 83 percent of the woven [abrics was used in the manufaeture
of apparel.  Of the woven apparel fabrics, 45 percent were falries
for men’s and boys’ wear, including suitings, Lrouserings, overcoatings,
and topeoatings; 46 percent were fabrics for women’s and children’s
wear, such as suitings, coatings, and dress fabrics; and 9 percent wore
olher apparel fabrics. OF the nonapparel fabries, blankeling made
up 34 pereent, transportation upholstery 38 percent, draperies and
turniture upholstery ¢ percent; and othor nonapparel 22 perceng,

Table G shows the approximate pereentage distribution of produc-
tion in the United States of woven [Inbrics (including woven felt)
conlaining by weight 25 pereent or more wool, reprocessed wool, or
reused wool. S

Tanue 6.—Percenfage distribution of production of woven fabrics (inetud-

g woren fell), Uniled Staies, 1835, { 37,1938, and 1947-49

Woven fabrie 1935 . 1937 ‘ 1039 ; 1947 ¢ 1048 1949
Pareent I Pereent I Percent : Pereent
Apparel 6, B0 705 i Sidi 8aa 83. 4

Prreont l Pereent |'

ITousehold 11,61 a1

i I [ 761 b4 6.6
Other . 12, 8 ' 4.0 i 0. 1 ’
P
|

ol 91l 100

Tots! ;1000 1000 | 100.0 ¢ 100.0 100.0 | 190.0

Datn for 1935, 1037 and 1039, derived from uxresn STATES CENSUS QF MANU-
FacTUnes (7); data for olhier years derived from wool MANUFACTURES (8).
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DISTRIBUTION OF
WOOL CONSUMPTION IN U. 5.

.* . : Toralconsumption

'C‘u't_po! wool, .- Apporel wool )
32% ) 58X ’

N

. Woolen & worsted rurn Prassed folt

{oshar than carpst

K=it goods * Waven fobrics
0% 57%

Nonoppare! fobrics Apparel fabrics
0% 47%

Other
nonapparel
fabrics

22% Men's & boys’ . Womon's &

2% B AE-]

weor fabrics : children’s wear
fabrics

Crapesy & furnilure :
vpholstery fabrics Gther apparel
06% fabrics

4.3%

Transportation spholstery {abrics 3.8%
Blanketing .4%

SOURCE BURLAU OF THE CENSUS DATA FOR J049

U, 5 DCPARTRENT OF AGRICULTHRL NEG L7BE0.X DUALAY OF AGRICULTHRAL ELONOMICS

Fioune 2.—About o third of the raw wool conswmed in the United States in
1940 was carpot woel.  The greater part of this wool was used in {he man-
uincbure of floor coveriugs, aftheugh small quantitics were used in the man-
ufacinre of press cloths, knit and folt bDeots, and heavy fulled lurmbermen’s
souks.

About 2 poreent of the apparel wool wis used in briting and in the munuiaciure
of pressed fulb, wostly for hat bodies. The other 08 pereent wis eonsuined
in the spinning of woolen and worsted yarn,  Aboutl 15 pereent of the weoien
and worsted yarn was used in the production of knil geods, ineluding swonlers,
wosicry, underwear, and pgloves and mittens. The reinsinder wis used in Lhe
weaving of fabries, including such appare) fabrics ae suitings, trouserings,
dress Tabries, and coatings el sueh nonappurel fnbries as biankeling, up-
holstery, draperies, and woven industrial feils,
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STRUCTURE OF PRICE-MAKING FORCES
SupPLY oF APrAreL WooL
IPRODUCTION

The trend of world wool production was gradually upward, except
for minor interruptions, from 2,960 million pounds, grease basis, in
1620 to 4,200 million pounds in 1941 (table 7). From 1941 to 1047
output declined, reaching a low of 3,716 million pounds in 1947, This
decline was duc to a reduction in sheep numbers in British South
Africa and Australin beeause of drought conditions, in Europe because
of the war, and in the United Stntes largely because returns from other
agricultwral enterprises were relatively greater than from sheep,
Production has shown o slight increase in the last 3 years. The trend
of world production of wool is illustrated by the annual averages for
cousccubive S-year periods, boginning with 1920-24—3,050, 3,618,
3,604, 3,804, 4,122, and 3,300 million pounds, respectively.  In re-
cent years apparel wool has represented about 80 pereent of the total
production,

In rddition to an increase in world sheep numbers since 1920, im-
proved breeding has greatly accelerated the expansion of wool produc-
tion, 1t has led {o substantial incroases in average yields per sheep.
For example, the average weight per (lecce in the United States .
creased from 7.2 pounds, grease basis, in 1920 to slightly more than
8 pounds in 1951,

Although the size of the clip of individual countries may change
rather sharply, year-to-yenr changes in world production gencrally
are relatively small.  Short-term changes maoy result {rom unfavor-
able weather conditions in many localitics, the prevalence of disease,
or grower’s deeisions based on market ¢xpectations,

Possible alternative uses of produclive resources are influential in
such decisions.  Also, the length of the production period severoly
restricts the effeclivencss of decisions, particulatly with respect to
shori-term increases. As wool, particularly erossbred, is produced
jointly with meal, changes in wool production, both quantitative and
qualitetive, may be one outeome of decisions regarding the production
of meat,

The coneentration of the raising of sheep and the production of wool
in five countries in the Southern Femisphere s mainly the result of
cconomic factors. Sheep raising is well suited to their climate, land
resources, and sparse populations. These countries, with their pre-
dominantly agricultural cconomies and inndequate home marikets,
depend on countries thab have expanding industrial populations as
markels for their ngricoltural production. The fact that wool is o
relatively nonperishable commodily, with a relatively high value per
unit of volume and weight compared with other agricultural products,
makes il well suiled to overseas shipment.

Almost all of Lhe wool produced in Uruguay and the three British
Dominions—Ausiralia, New Zealand, and British South Afriea—and
sbout two-thirds of the output of Argenting, is classified as apparel
wool. The proportion of merino wool in the total production in each
of hese five countries is as follows: British South Africa, more than
95 percenb; Australin, about 80 percent; Uruguay, about 50 percent;
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Argentina, less than 15 percent; and New Zealand, less than 5 percent.
The kind of wool produced in Argentina, Uruguay, and New Zealand
hos been strongly influenced by the development of cold-storage over-
seas transport since the latter part of the nineteenth century. The
present preponderance of crossbred sheep In these countries reflects
the shift from fine-waol sheep to mutton brecds.

TaBLE 7.—Production of wool, grease basis, in & chief surplus-producing
countries, Uniled Siaies, and world, 1920-50

5 chiaf
surplus- Tinited Other
producing Btates countrics
countries !

Tistimated
warld
total

Millivn Mitlion Mitlion Mllion
pounds pounds pounds pounds
1,443, 0 203, 1,223 2 2, 060,
290, 3, 05”0,
270. 3, 040.
272,
282.
300,
318.
3390
366,
382,
414,
443,
418,
438,
420,
427,
410,
429,
424,
420.
434
453,
455,
S,
411,
a7s.
341,
309,
280.
252.
252,

v
[l
-3

oL Th b2 CaEn I 00

W e

oo
[==]

1

1,8
2,0
1,9
1,8
2,0
21
2,0
L9
1,9
2,0
2,0
2,0
2

1, 889,
1, 363.
1, 329,
1, 284,
1, 250.
1, 230,
1, 233,
1, 235
1, 288,
1,821,
1, 392.

I 0 A OOWON - U - = e O~ OO~ 20
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! Argonting, Ausbralia, British South Africs, New Zealund, and Uruguay,
t Preliminary.

Compiled from records of the Cifice of Foreign Agricultural Relations,

Practically all of the wool produced in the United States is apparel
wool. A study conducied by the Uniled States Tarift Commission
indicated that during the years 193640, 53.2 percent ol domestie
production, scoured hasis, consisted of fine and hall-blood wool.
Tables 8 and 9 show the approximate percentage distribution of
domestic wool production, by grades, and by States or arcas, for those
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years. The Livestock Branch of $he Production and Marketing
Administration of the United States Department of Agriculture has
estimated that aboud 58.7 percent, scoured basis, of domestic produe-
tion in 1940 consisted of fine and half-blood wool (table 10). These
esbimates are the result of an analysis of the purchases of the Com-
modity Credit Corporation for thai year. The CCC bought practic-
ally all the domestic wool produced in 1946.

TasLE 8.—Percentage distribuiron of domesiic shorn-wool produciion,
grease basts, by grades, by States or arveas, average 1936-40

State or ares Fine | ¥ blood | 3% blood | ¥4 bleod | Low !

Pereeat | Percent | Perceal | Percent | Percent
Farming region ? 13 9 38
New England 8 53
New York 2 : 14 33
Pennsylvania ) 26
Virginia * 46
West Virginia 45
Kentueky . ..o L_ 47
Tennessee 4%
48
32
38
31
39 1
38
34
a2
32
42
18
12

%]

Incliann
Michigan
Tilineis
Wiseonsin
Jinnesota

[P -1 :
LIS O AR LD T A
Hhn e =] £ R O T Y QA3 00 T G0 k- i OO N

North and Routh Dakela 7__
TWestern Gregon 5. .
Range region ?

Avoerage o2 i 16 i8
i

o
el i 3 BD

o
T R Th

L]

t Tneludes low-quarier blood, common, and braid,

2 North and South Atlaniic, Kast and West North Central, and South Central
regions, exelusive of Texas; western parts of North and South Dakoba, Nebraska,
and Iansas; the Willamette Valley of western Ovegon and parts of western
Washinglon.

3 Tneludes New Jersey.

1 Includes Maryvland,

5 Norith Careling to Mississippl and Louisiana, ineluding Arkansas,

9 Oklahoma, Missouri, and castern parts of Nebraska and Kansas.

7 Taxeludes western or range seelion of Norkh and Seuth Dakota.

B Willamette Valiey and parts of western Washington, .

® The {ar Wost and Texes, including the western porbions of Norgh and South
Dakoba, Nebraska, and Kansas, bub excinding ihe Willametie Valley in wostern
Cregon, and exeluding the farm-grown wools of western Washinglon.

Compiled from UNITED STAYES WOOLS, PRODUCTION BY REGIONS AND BY GRADES,
103040 (13).
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TaBLE 9—Perceniage distribution of wool production, by grades, United
States, average 193640

Shorn Pulled Shorn and puiled

Grease
and
washed

Seoured
hnsis

Grense | Seoured | Washed | Scoured
basis basis basis

Percent | Percenl | Percenl | Perceni | Percend

Fine . .2 26. 2 2L 4 48 4 38. 7

Half hlood . . 8 10. 8 16. 3 15. 14. 5

Three-eighths blood__ . 5 it} 36. 9 389 21, 26. 0

Quarter blood 3 21. 5 24, 2 13, i7. 6

Low-quarter blood and
QORISR

B 4.6 5 2 2 3.2
. O 106. 0 100. 0 166. 100. 6

Derived from UNITED STATES WOOLS, PRODULTION BY REGIONS AND BY GRADES,
1036~40, table 5, page 15 (13).

Most of the wool produced in the United States is shorn wool,
sheared from living sheep. In 1950 more than 85 percens of the total
consisted of such wool, the other 15 percent being pulled wool, re-
moved from the pelts of slaughtered sheep. Production of both is
widely distributed over the United States. Some shorn wool is pro-
duced in every State (table 11). In 1950, production, by States,
ranged from 12 thousand pounds in Rhode Island to almest 53 million
pounds in Texas. The 10 largest wool-producing States that year,
listed in order, were Texas, Wyoming, Calilornia, Montana, Utah,
Colorado, New Mexico, Idaho, Missouri, and Ohio. Production in
these States made up 72 percent of the Lotrl.

Most of the domestic clip is shorn from February to July, inclusive.
The schedule is about as shown in table 12. Data on receipts of
domestic wool at Boston indicabe thai, for the 10 years 1930-39,
f(lb(ﬁt 62 percent of the {otal was received in June, July, and August
table 13).

Pulled wool is produced mainly in large slaughtering and meat-
packing plants, but considerable quantifics are produced also in
independent wool pulleries in various parts of the country. The six
lording States in 1950, in order of the quantity of wool pulled, were
Tilinois, California, Pennsylvania, New York, Massachusetts, and
Colorado.

Production of pulled wool is heaviest during the winter and early
spring months, partly because of the heavier slaughter and partly
because of the age of the sheep slaughtcred and the heavier flecces
during those months. However, pulled wool is produced in cvery
month of the year.
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TasrE 10.—Percentage distribufion of wool production, by grades,

United States, 1946

Shorn

Grease I Clean !

hasis basig

Puiled,
clean
basis

Shorn
nnd
puiled,
elean
basis

Fine (64's and fincr)

Half blood {(58{60°s to &O/648) . ________
Three-cightlis blood (36's Lo 56/58°%) . ... .5
Quarter blood (48/50's to 50/BG ). _._.___ L9 12,8
Low-quarter blood {(40's to 48's) .. ... o 1.4

Common and braid (36's to 44’8y _.__.

Offsorts (ungraded)

Pereent | Percenl
53. 0 456
16. 3 16,
165 20,

2.

Pereend

Percant
36. 8
21, 9
26.
11.

1.

1.

Froni MARKETING acTivivins (10).

i

State tion

Produe-

Pep-
coniapge

of lotal -

Slake

1,000
;. pounds
United Sintes 1220, 135

Percent
160, 00

TEXUS e o in
Wyoming
California
Montann

53, 636
17, G50
1h, b17
14, 03L
11, 353
Colorado

New Mexico
Tdaho_ .. ecucae
Alssowrin.. oo Lo
Ohio

Sountl Dakaia
Orepon

Keniucky

Kansas, ...ccooo-
Noevada

Tilinois

Washingian

North Dakoia
Indiana

Alichigan

Arizona

b
b e etk et D BD RO 00 036 3 B D1 CA T OB 53

Nebraskn
Wizeonsin :
Pennsylvavia .|
West Virginin . _.
Vicginin. ...
Tenmessee o L. .o :
New York
Gkiahoma
Lovisiana.__ ... _. .t
Misgissingi_ ...
Maoryland
Avkansas._ . ..... :
North Carolina., U
Maineo... oo .o
Adabama
YVeprmonto_o_._.
Qeorgin. ._ ... . _.
New Jersey_ ... -
Maszachusella .
New Hampshive |

Clonneetienl, - __ i
South Carolinn. .}
Delnware

Riwde Tsland

Procdae-
tion

RSP P

1,000
nownds
2, 273

TasLn 11 —Production of shorn wool, grease basis, by States, 1950

Per-
eentage
of total

Pereent
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TABLE 12.—Approzimate shearing schedule in the United States

Month

Area

August
September

October

Noveinber...._

Imperial Valley and Colorado River district; Riverside County,

alif.; Salt River Valley, Ariz.

Balt River Valley, Ariz.; Imperial County, Calif.; Snake River
Valley, Idaho; Blythe distriet, Riverside Couniy, Calif.

California; Yakima Valley, Washmgton Arizona.

Central and northern Cshforma Uregon, Washington, and
southern Texas.

Texas, California, Oregon, Washington, Wyoming, Ttah,
éﬁaho, Colorado, Nevada, acd Midwestern and Eastern

tates.

New Mexico, Colorado, Montana, North and South Dakota,
Midwestern and Eastern States; lambs, north coast section,
California.

North coast seetion, California; lambs, California, Colorado,
and Montana.

California, lambs and fall shearing.

Texas and Calilornin, fall shearing, shearing of feeder lambs at
all coneentration points and feed yards.

Texas, fall shearing; shearing of fecder lambs throughout the
country.

Tagging of California ewes prior to lambing,

Trom wYOMING WOOL GROWER (14),

TasLe 13.~—Percentage distribution of monthly receipts of domestic

wool, Boston, average 1980-38

*

Month

Percentage AManth Percentage

distribution distribution

January
February
March

Percent Percenl
July

4 August

September

November_o____________
December

Derived from dala obtained from THE COMMERCIAL BULLETIN {f) and from
reports of the Agricnltural Marketing Service of the U. 8. Department of

Agriculture,

053 140°—51—-3
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STOCKS

In addition to the wonl produced each year, raw wool in varying
quantilies is earried over from year to year. The volume rnd éom-
position ol the carry-over have decided mflucnce as price-determining
factors. There is no series of figures on world slocks of raw wool,
but such limited information as is available for the years from 1926
to 1938 indicales that world catry-over of apparel wool varies consid-
erably. The range for those years appears to have been from roughly
65 percent of produclion for the 1933 season to about 40 pereent for
1937, Stocks at (he beginning ol the 1933-34 season woere about
onc and one-hall times as large as those at the beginning of the 1937-
38 season. The average for the period was apparenily in ithe neigh-
borhood of 55 percent of annual production.

Purthermore, topmakers, spinners, weavers, knifters, apparel man-
vincturers, cloth and apparel jobbers, and retailers all carry slocks
of semiprocessed and manufactured goods of varying sizes in antici-
pation of future needs.  Sueh stocks, which may be in the form of
top, noils, waste, yarn, fabrie, or finished products, influence the price
of raw weol in world markets, Data from which the size of and ihe
year-fo-year changes in such holdings can be determined are not
available, but it is cstimated that from 6 to 12 months elapse between
the time the raw wool is put into process and the (ime the end products
are sold at relatl.  In other words, over n period of years the raw-
wool equivalent of such holdings at the beginning of the season would
average about 75 percent of average annual consumption,

DEMAND FOr APPAREL Woorn

Apparel wool is not directly consumable. Ii is a raw material,
the demand for which is derived from the consumer demand for
finished goods.  Consumer demand for wool goods—hence indirectly,
for raw wool—is a composite demand consisting of the demand for
the many apparel, household, and other wool products. In the
United States, more than 75 percent of the apparel wool consumed
normally enters into the manufacture of items of wearing appare].

At given world prices, consumer demand for wool goods varics
from country to country, depending on such factors as differences in
real income, climate, social habits, and cost of wool clething. The
combined effect is reflected in the wide range of per capita net con-
sumption of wool for different countries (table 14). Per capita nel
consumption in 1948 varied from about one-tenth of 1 pound, clenn
basis, in China and Indin to more than 8 pounds in New Zoaland.

Factors that affect year-to-year varintion in consumer teicings of
wool products in any ene country include the following: Changes in
consumer purchasing power and the general level of business netivity;
population changes; custom, style, and fashion changes, which in-
fluence nol only the over-all demand for apparel wool but also the
demand for specific grades and qualilics; cost of wool clothing relative
to cost of substitule products and other budget items; consumer
preference; central healing and improved transportation facililies,

which have resulted in the use of lighter weight clothing, particularly

in the United States; consumer stocks of wool goods; and advertising.
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TanLe 14.—Per capile net consumption of wool, clean basis, selected
countries, average 1934-38, annuael 1947 and 1948

Per capita net consumption !

Averape .

Pounds Pounds Pounds

4, 33
05
29

15

Argenting,
Denmark..__.

IR EICIMEO L0 R B SREN Dr kN 1 11D

Portugal
Yugoslavia_ ...
South Africa

L IO OG0 L R 1O U e S R 00
it atalat LR

ol e

Hungary
Spain
Soviet Union

—_

! Per capita consumption ealculated on a net basis, that is, domestic weol
production andfor trade balances of raw wool, semimanufactured and manu-
factured goods, all expressed as raw wool weight eguivalent.

Derived from WoORLD FIBER SURYVEY, 1847, table B, page 174 (9), and woRrLD
FIBER REVIEW, 1o, table S, page 108 {2},

STATISTICAL ANALYSIS OF FACTORS AFFECTING CONSUMER PURCHASES OF
CLOTHING

Available date do not permit the determination and statistical
measurcment of the factors that affect consumer takings of wool
goods at the retail level over a period of years, Some indication of
the possible effect of certain of these factors can be obisined, how-
ever, from a study of the factors that influence consumer expenditure
for all clothing in the United States. A statistical analysis of the
relation between real consumer expenditure for all clothing and dis-
posable income, apparel prices, and trend indicated that consumer
expenditure for clothing can be explained largely on the basis of dis-
posable income. More than 94 percent of the varialion in aunual
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TasLe 15.—Series used in analysis of faclors affecting econsumer
expenditures for clothing, United States, 1929-50

Index of per capita
disposable income,
deflated
(1935-39=100) *

Index of apparel
prices, deflated
(1935-39=:006) *

Per capita expend-
itures for clothing,
defiated *

115
116,
116
112,
109,

146.
14k,
152

bt 00 e = i LR QS D D S B N D D ~T b3 O LA b =1 00
00 e = 0D O O 35 0 S G B0 e b O3 ol i b O

o

! Bureau of Agricultural Heonomies, Index of Disposable Personal Income
(1935-39=100} based on Department of Commerce estimates of disposable per-
sonel income divided by populstion of United Staies on July 1, adjusted for under-
enumeration of children under 5 years old and deflated by Consumer's Price
Index of the Bareau of Labor Statistics (1935-39=109).

2 Bureau of Labor Siatisties Consumer’s Priee Index for Apparel (1035-30= 100}
deflnted by Bureau of Labor Statistics Consuiner’s Price Index for All Ttems
{1935-39=100).

1 Consumer Dxpenditure for Clothing and Accessories, Excluding TFootwear,
Department of Commeree, deflated by Bureau of Labor Statistics Index of {on-
sumer Prices for Apparel and divided by the populatios of the United States on
July 1, adiunsted for underenumerafion of children under 5 years old,

¢ Preliminary,

& Not available.

clothing expenditure for the years 31929 through 1939 was associated
with this factor, with prices of textiles, and with tread.

The variables used in the corrclntion analysis are shown in fable 15
and are specifically referred to as foliows:

X—Coasumer Expenditure for Clothing and Accessories, Excluding Footwear,
Departmers of Commeree, deflated by Burean of Labor Statistics Index of Con-
sumer Prices for Apparel and divided by the population of the United States on
July 1, adjusted for underenumeration of children under 5 years old.

Xy—Bureau of Agricultural Economies, Index of Disposable Personal Incomy
{1935-39=100) hased on Department of Commeree estimates of disposable per-
sonal income divided by population of United States on July 1, adjusied for
undercnumeration of children under 5 years okd and deflated by Consumner’s Price
index of the Burcau of Labor Statisties (1935-39= 100},
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X1—Bureau of Labor Statistics Consumers' Price Index for Apparel (1935-30=
100), definted by Bureau of Labor Statistics Consumers’ Price Tadex for all Itemy
{1935-39=100}.

Xe—Time (1929=1).

Years before 1929 were not included as the series on consumer ox-
penditure for elothing begins in that year.

The following equation was found to best express the relation be-
tween the variables:

(1) Xi=—167244+0470 X,+0.214 X;—1145 X,
{0.047) (0.253) (0.336)

Figures in parentheses ere standard errors.®

The resulting cquation (1) indicates that, other faetors held con-
stant, expenditure for clothing incrensed with disposable income.
For an increase or decrease of one unit in the index of per e¢apite
disposable real income (one unit in the index is equivalent (o 5.10 dollars
in per capita real income in terms of 1935-39 dollars), per capita
clothing expenditure increased or decreased, respectively, 47 cents.

The regression equation also indicates that, other things being
equel, per capiin real expenditure for clothing tended to decrease with
time, at an average raie of 1.14 dollars per year,

Table 16 and figure 3 show the trend of Lhe proportion of per capite
cims;qmer expenditure and per capita disposable income expended for
clothing,

The lack of a statistically significant relation between relative
prices and expenditures was due, in part, to Lhe limited variation in
relalive prices. This does not mean that clothing purchases would
not respond to wide changes in relative prices.

In & second analysis, first differences of logarithms of the data of
the previous analysis were used in place of the actual values, The
resulting equation was as follows:

{2) X7V =+40.570-+0.901 X:4+0.358 X3
(0,162} {0.760)

Figures in parentheses are siandard errors.?

¥ her statistical mensures relating to the anslysis are as followa;
4

P 819 El.z.n= Rirg: Siav= 1.541
928 = .063
3:3_31,-—'- .927 £b|2_3|= 10.00{}
B gye== .110 L= 8000
A= —.602 Lo, m= — 34169
For 0.01 level of significance, § =3.199; for 0,05 level of signifiennce, 1=2,365.
¢ Other siatistical messures relating to this analizis are as follows:

Rf.n B .862 R| a3 928 S: R ={.020
Tiaa ™ 918 3]!.3 -3 .830 51,;2‘3 == {4
s 280 Sya+ 118 lanna =~ 8773

Tor 0.01 level of significance, { =3.190; for 0.05 levet of significance, £=2,365,
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Tanre 16.—Percentage relationship belween per capite expenditures for
clothing and per copita_disposable income and per capila consumer
personal expenditures, United States, 192949

Per capitn maney expenditures | Per capita real expenditures for
for clothing as a percentage of—! elothing as a percentage of—*

Per capita
disj.osable
income 2

Per capita
consumer per-
sonal expend-

Per capita
real disposable
invome *

Per capita
real consumer
personal ex-

itures 3 penditures

Percent
14. 11
9. 75
9. 7]
8, 62
8 28
8 63
8 83
8 60
06

Percent Percent
[\

Percent
g

9. 20
0. 17

35

. 53
9. 39
8 70

OO0 {000 TN NI NN QA 0N NI L0 OO 0 00 PR LR GO 1
NN NN NN 00000 B

NpE@ROEwemE®rEmm

! Consumer Iixpendifures for Clothing and Accessories, Tixcluding Foitwear,
Deparsment of Commerce, divided by populntion of United States on July 1,
Bureau of the Census.

? Disposable Income, Department of Commerce, divided by population of
United States on July 1, Bureau of the Census.

3 Consumer Personal Expenditures, Department of Commerce, divided by pop-
ulation of United States on July 1, Burcan of the Census.

1 Consumer Expcnditumq for Clothing and Accessories, Exeluding Footwear,
Departinent of Commeree, deflated by Bureau of Labor Stutisties Consumer
Price Index for Apparel {1935-39=100), and divided by population of United
States on July 1, Buresn of the Census,

& Disposuble Income, Department of Cotamerce, deflated by Bureau of Labor
Statistics Consumer Price Index for All Ttems (1935-39=100), and divided by
population of the United States on July 1, Bureau of Lhe Census.

¢t Consumer Personal Bxpenditures, Department of Commerce, deflated by
Burcau of Labor Statisties Consumer Price Index far All Ttems (1935-39=100],
gnd divided by population of the United States on July 1, Bureau of the Census.

The regression equation (2) indicates that ab the average levels of
the variables, an increase of .99 percent in expenditure was associated
with & l1-percent increase in income.  As in Lhe previous analysis, the
relation between relalive prices and expenditure was found to be not
significant,
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CLOTHING EXPENDITURES AND
iNCOME PER PERSON IN U. S,
%, OF TOTAL EXPENDITURES "
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Ficure 3.—Consumer expenditures for clothing in the United States vary directly
with disposable ineome. During 1924-19, the pereeatage of disposable income

-

spent for clothing ranged between 7.23 and 9.65 percent and averaged 8.42
percent.  The trend of the perceniage was downward during 1929-42, upward
during 1942-46, and downward again during 1946-49.  Fapenditures {or eloth-
ing represented belween 7.88 and 10,62 percent and averaged 9,24 perceent of
lotnl consumer expendilures,

INCOME BLASTICITY OF CLOTHING EXPENDITULRE

The first analysis indicates that, at the 1929-39 average levels, a
change of 1.07 pereent in expenditure was assoclated with 2 1-percent
change in income. In other words, the average income elasticity for
the period 1929~39 was about 1.07. The second analysis ndicated
an average tneome clasticity for the same period of 0.99.

Analysis of data on consumer expendilure obtained from 1935-36
consuner purchase studies, as shown in table 17, indicates that prewar
expenditures for clothing increased as income inereased. The per-
centage of total expenditure for clothing incrensed with tolal expendi-
ture. The average income elasticity of expenditure for clothing for
all income groups was somewhal higher than the income elasticily of
hoth expenditure for food and expendilure for housing.®

3 "T'he equntions used lo espress the relation between ineome and expendilures
for clothing, for housing, and for food were ns follows:

(1) log V,=—0.80040.924 log X,

127 log Yo= 0,261 +0.748 log X,

(2) lug Y= 00751054210 Y,
where Vy=income, Yi- expeadilure Tor clothing, V2o expendilure for housing
and Ya=expenditure for food, These equations indieate avernge income elasticity
eoefficients of 8,921 far elothing expeuditure, 8.748 for housing oxpenditure, and
0.542 for food expemditure.
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TanLe 17.—Average expenditure of j’amil'fes Jor clothing by income level,
United States, 1935-36

Famitics Average cxpc}:}cii&zrc per family
‘:‘: :;3% Clothing as a per-
Income ievel Por- b m_l Al con- o centage of—
¢ s cent- | family | sump- obh-
Number, age of tion ing TPotal con-
total itams In- tc

: come | Sumption

! expenditure
Thon-
sands {Percent] Dollars | Dollars |Dollars|Percent]  Percent

Under 500, . . __ 4,178 | 14,2 312 466 35 | 1. 2 7.5
SO0-TH0_ .. 3,799 129 627 707 56 89 7.9
Fo0-3,000, ________ {4,277 146 874 4 78 8.9 8 5
1,000-£,250, ... _._ 3,882 (13.2 1,120 | 1,127 106 89 8 9
1,250-1.500.. ... 2, 865 9.8 11,368 | 1, 316 123 9.0 9.3
1,500~1,750_ ... 2,348 8.0 1,6i211,512| 147] 0.1 9.7
1,750-2,000, ... .._ 1,807 | 6.4 1,820 | 1,684 1G4 ] 9.0 9,7
2,000-2,500.______ 2,465 | 8429221 1oss| 207! 9.3 10. 5
2,500-3,000________ 1, 314 4.8 18 715 | 2 30¢ 255 9 4 11}
3,006-4,000__. _..._ L1821 403394 12,7291 816 | 9.3 i1. 6
4,M00-5,000_ ... __ 403 1.4 3 4,301 . 3,276 408 9.3 12, 5
5,000-16,000. _ . ____ 510 1.7 6,874 { 4, 454 857 81 12. 5
H0,000-15,000_ . . _ 132 .4 111,353 | 6, 047 829 7.3 13. &
15,080-20,600_.___. 59 L2 117,331 | 9, 134 |1, 265 7.3 13. 8
20,000 and over. ___ 94 .3 pii, B7L 14, 822 [2,177 5, 2 14. 7
All levels_ .. .29, 400 1100. 6 | 1,622 { 1, 38¢% 141 8.7 10,1

Reproduced from rAMILY EXPENDITURES 1N THE UXITED STATES, 536, tnbles
1, 34, np. -2 {90

The relatively high income clasticity of clothing expenditure is not
swprising.  Although clothing constitules one of the basic essentials,
the provision of adequaie clothing does not represent the same degree
of urgency as the provision of food and shelter. Clothing represents
a category of consumption for which expenditure ean be more sharply
conlracted or expanded in any given year to meeb particular circum-
stances than can expenditure for almost any other essential. A con-
siderable parl of this flexibility arises from the faet that most aréicles
of clothing are fairly durable, and that individuals arc equipped with
smaller or larger stocks of elothing which may be made to suffice for
mast needs if other demands on spendable funds arve sufficiently press-
ing. Therefore, and beeause of the wider range of selection as to
number, quality, and price than in most other categories of consump-
tion, Lhec[avel of expenditure for clothing necommeodates itself much
more readily than do food and housing to the current situation with
respect both to income and to requirements other than clothing,

A rough epproximation to family expenditure. for wool clothing, by
mcome groups, was obtained from the 1935-36 consumer purchase
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studies. Analysis of the data rovealed that, as in the case of all
clothing, expenditure for wool clothing increased with income. For
the major items of wool apparel, both unit prices and per capita
unit purchases increased with income. This would indicate that per
capita consumption of wool inereases with income and so also does
the grade and quality of wool consumed in the form of apparel,

Statistical analyses disclose that only a small part ¢f the year-to-
year variation in mill consumption of apparel wool in the United
States, as well as of all textile fibers, was associated with clisposable
income, price, and trend during the interwar years (fig. 4). This
is not surprising, for, although consumer demand for clothing varies
divectly with consumer purchasing power, mill consumption reflects
anticipated future rather than current consumer demand for textile
products. Because of the many time-consuming processes of the
wool-textile rad apparel industries, considerable time elapses between
the dates when the raw wool is put into process and the maauflactured
goods become available at retail.

CLOTHING AND APPAREL WOOL

Clothing Expenditures and Wool Consumptlian in
Relotion fo Income, Per Person in U. 5.

%, OF 1935.39 | | 'p,,.\

. Mill consumption ¢

Expenditures*

P

1940

® N 153337 DOLLARS

P

1950

U. 5. BEPARTHENT OF AGAICULTURE HEG, 47870-XX" BUREAN OF AGAICULTHRAL ECOMOMICS

Vs 4—Consumer expenditure for clothing varies direelly with consumer
purehasing power.  Consumption of appurel wool in he jong run fends to he
high when dispositble incame is high, and viee versa.  However, only asmall pirt
of the year-to-year variation in mnill sonsumplion was found Lo be nssacinted
with changes in disposuble income and prices of appiret wool. A partial explana-
tion lies in the faet Lhal consumpiion by mills reflects nniicipated Milure rather
than current consumer demand for texiile produets,  Floetuations in inventaries
may be largely respensible for the extreme and somewhal crratic fluctuations
in mill consumption of ihe raw fiber.
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Furthermore, the wool-textile and apparel industries nre not
integrated. They consist of several consecutive levels of produetion
under scparate ownership. Purchases by retailers in anticipation
of consumer-buying seasons must be preceded by a series of purchases
and sales at the preceding stages of production and distribution.
Purchases must be made some time in advance of actual need
as a large part of the production of the induslry consista of
style lines, the styling of which is determined at the early stages of
manufacture. Relailers nsually order only a part of their anticipated
requirements in advance of the beginning of the regular consumer-
buying seasons; the remainder is bought on a day-to-day fill-in hasis.
Clothing manufacturers, weavers, knitters, spinners, and topmakers
are guided in the timing of their buying hy the advance commitmen s
of their customers and their expectations as Lo price trends in their
markets for raw materials. Topmakers, gpinners, weavers, knitlers,
cutters, converters, wholesalers, and retailers, all must carry stocks
of semiprocessed or manufactured goods of varying sizes in an Licipation
of [ulure nceds. Errors of anticipation can be compensated for
to n considerable extent by changes in inventories,

In a sense, mill consumption of raw wool reflects both a consumer
demend and an inventory demand. An examination of the relation
befween fuctuations in retail sales of wool produects and in the various
stages of production and marketing wherchy raw woo!l is converted
into finished goods, and of the relation of prices to buying move-
menls, probably would help to explain the extreme and somewhnt
erratic fluctuations in mill consumption of apparel wool, but presenily
avoilable statistics are too limited to permib such an invesiigation.

Both year-to-year changes in, and the long-term trend of, Lhe
consumption of apparel wool are influenced by the competition
belween apparel wool and other textile fbers and materinls, as woll
as the wastes derived from wool (table 18). The extent of the
substitution for any one particular use depends mainly upon the
relntive prices and quality choracteristics of the materinls and
upon consumer preference.  Wool competes with spun rayon in
men’s summer suilings, with fur in women’s coats, with mohair in
upholstery fabrics, and so on. In the woolen section of the industry,
noils, a Lyproduct of the combing operation in the worsted section,
compete with clothing wooels, Wool fiber reclaimed from discarded
apparel, cutter’s sceraps, and manufacturer’s sampbles are used as
substitules for raw wool in the production of woolens.

Subslitution in the wool-textile industry is not limited to the
replncement of raw wool by other materials. - Two or more wools may
be suitable for the same use and therefore compete among themselves,
Likewise, different wool yarn or fabric constructions encrosch on
one anofher's marlets,
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TaBLE 18.—Per capita consumption of wool, rayon, cotfon, and siﬂc,
United Slates, 1920-501

Waol (scoured hasis)?

Rayon | Cotton
Apparel 3) Carpet 4| Total

Pounds | Pounds | Pounds | Pounds | Pounds Pounds
v} 0. 08 1. 51 , 20. 90
.18 . 06 . 27.
.22 .45 . 30,
.20 . 89 32
. 37 L 10 . 26,
. 50 . 116 30.
. 52 R . 31.
.31 8
. 83
.10
.06
27
a4
72
hiL)
02
50
35
52
48
63
41

—

.01
.10
.02
. 05
.02
07

+
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1,
L
1.
1.

! Tneludes military and textile exports. .

2 Bofore 1942 wool was cousidered as consumed when carded or otherwise ad-
vanced beyond ssouring or raw-stoek dyeing. DBeginning 1942 wool was con-
gsidered a5 consumed (1} on the woolen system when laid in mixes and (2) on the
worsted system when entering scouring bowls.  Beginning August 1948 sonsump-
tion on the worsted system is taken as the sum of top and noil production. Con-
sumption of raw wool on the cotton and other spinning systems is net included in
1046 and later years, It is included in earlier years. Consumption data also
included raw wool consumed in batéing and felt manufactures before 1947, but
not in 1947 and iater years, '

1 Tror 1020-41 includes all domestic woel and all foreign wool except Donskoi,
Smyrna, fast Indian, Chinese, and similar wools particularly suitable for floor
coverings. Data for these years include a small guantity of duty-free fareign
wool and exclude a stnall guantity of duty-paid foreign wool, Data for later
years include all duty-pald forelgn wool and exclude all duty-free foreign wool.

1 For 1020~41 includes only Donskoi, 8myrna, Enst Indian, Chinese, and other
foreign wools particularly suitable [or {loor coverings. Data for these years in-
clude a small quantity of duty-paid loreign wool and exclude & smail gquanticy
of duty-free foreign weol. Data for later years include all duty-free forcign wool
and exclude all duty-paid foreign wool.

¢ Less than 0.005 pound. ¢ Preliminary.,

Rayon data compiled from RAYON ORGANON (6); data for other fibers compiled
from Teports of the Bureau of the Census,




28 TECHNICAL BULLETIN 1041, U. 8. DEPT. OF AGRICULTURE

ANALYSIS OF FACTORS AFFECTING APPAREL WOOL PRICES

StartisticaL ANaLYsIs oF FACTORS AFFECTING WORLD PRICE OF APPAREL

WooL .

The pages that follow are devoted to the results of two eorrelation
analyses measuring the relation belween apparel wool prices and world
wool produetion, an index of income and trend. In the frst analysis,
time was freated as an independent varigble. In the other, trend ratio
rather than actual values were used. Both .anglyses cover the period
beginning with the wool season of 192122 and extending through the
1937-38 season. Tho beginaing year was debermined by the avail-
ability of the London price series, which begins in 1921.  Later years
were nob included because the outbreak of war in 1939 distorted the
picture. The analyses reveal that n large part of the variation in
prices for apparel wool was associated with the other factors con-
sidered.

The specific variables used in the first analysis are as follows:

X (Price}—Annual average price of medinm and fine wool (50's and 64's/70's/30's),
elean content basis, at London auctions, yoar beginning July 1.

K. (Supply)——World wool production, grease basis, excluding production in the
Soviet Unien and China.

Xs {(Demand Shifter)—Index of nominal ineome for six of the chief consuming
counéries {(United Kingdom, United States, France, Germany, Jepan, and Ttaly),

X, (Time)—Wool yoar 1021-22=1,

The series are given in table 19.

A Loudon price series was used to represent the world price for
apparel wool. Londern is one of the principal world markets for this
commodity. It reflects supply and demand conditions throughout
the world. Maorcover, it is the only world market for which quota-
tions are available on & scoured basis for the period under considera-
tion. The series was constructed by taking the arithmetic mean of
(1) price quotations for 64's/70's/S0's good medivm fleeces, clean
cost, without oil, and (2} price quotations for 56's combing fine cross-
bred flecces, clean cost, without oil. The prices used are annuval
average actual or money prices.

The supply series used in the analysis is necessarily  rough approxi-
mation of the world production of apparel wool on & grense basis.
The production fignre {or any 1 year includes wool produced mostly in
the spring in the Northern Hemisphere and during the scason begin-
ning July 1 or October 1 of the same calendar vear i the Southern
Hemisphere. The chief wool-shearing months in the principal pro-
ducing countries are about as shown in ficure 5. Tho series was
obtained by deducting production in the Soviet Union and China
from total world production of apparel and carpet wool.  Production
in these Lwo countries consists Jhiefly of conrse apparel or carpet
wools.  For the series so derived, probably as high as 10 percent may
be carpet wool. An additional 5 percent consists of conrse Cr'Oss-
bred wool, which is usually considered as carpet wool but is frequently
used for apparel purposes.

Unfortunately, no serics on world stoeks at beginnings of seasons
1s available. As stocks doubtless had some influcnce on wool prices,
the series on world production is only imperfectly representative of
the supply factors operative during tlie 1921-38 period,
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TanLy 19.—Series used in and estimated prices oblained from analyses
of apparel wool prices, 1921-87

Index of nomi-

Estimated world | nal income for
production of | 6 of chief con-
apparel wool ! suming

countries 2

Average price per pound of fina
and medium apparel woot *

Observed Estimated

Actual Actual .
Trend Time Trend

: regres- s
ratio sion ratio

Mllon
| pounds
2, 660 . 9680
. 9675
. 9285
. 9701
. 0000
0423
0339
0548
0404
0295
0430
0474
0074
D715
. 0653
. 9678
3 450 | . 9501

L7611
. 9242
{000
1084
1281
1564
1722
2570
. 1860
. 9000
. 7001
. GGO2
L7912
. 8372
. 9503
1. 2021
1. 2516

1020 e -
1626 . ... .
1027 ... . 1830
. 1186
. 7814
. 5820
. 5534
. 64903
. 0463
- 8606
L1124
. 4860
. 4045

R N
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G0 e G G 00 € b =T = i = B LD
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1 World production of all woo!, grease basis, excluding produetion in Soviet
Tnion and China. Probably about 10 percent of world produection exclusive of
Soviet Union and China is carpet wool,  An additional 5 percent is coarse ¢ross-
Lred, usually reported with carpet wool bub frequently used for apparel purposes.

i Sum of weighted products of indexes of wholesale prices and industrial pro-
duction for United Kingdom, Urited States, France, Germany, Japan, and Italy.
The weight assigned cach country is that country’s properiionate share of total
disappearance of wool in the 6 countries during 1930-38: United Kingdom, 27.5;
United States, 24.8; Fracce, 19.2; Germany, 13.9; Japan, 8.2; and Italy, 6.4.

3 Arithmetic mean of price quotations at London auctions for (1) 64’s/70'5/80°s
good medium fleeces, clean cost, without oil, and (2) 56’s combing fine erosshred
flceces, ciean cost, without eil.

As a measure of the strength of world demand for apparel wool,
an index of nominal income for six of the principal consuming countries
(United Kingdom, United States, France, Germany, Japan, and Italy)
was constructed. These six countries jointly accounted for about 65
percent of totel world disappearance of raw apparel wool during
1930-38. Additional countries would have been included had the
necessary data been available. Specifically, the index was constructed
by taking the sum of the weighted products of indexes of wholesale
prices and industrial production for the countries included in the
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index. The weight assigned to ench country represents that country’s
proportionate share of total disappearsnce in the six countries during
1930-38.

WOOL-SHEARING MOWTHS IN
YARIOUS COUNTRIES
MAR.  MAY JULY SEPFT. NOV. JAN.
T ‘ T T T
SOVIET UNION ----- 7777

UNITED KINGDOM ey

BiL, LBS.
[GREASE 8A515])

AUSTRALIA - nvu.

URUGUAY

BRAZIL +eoreeerereanne
NEW ZEALAND ----. T
BR.SO, AFRICA

ARGENTINA - rvevee

CHILE -«rrevsaviiacinnns

1 ] 1 ]

WIDTHT OF 1445 ARE PAGICATIONAL TO P48 CLIFS

Y S, DLPARTHENT OF AGRICULTURE HEG, £7871+X  BUREAU OF AGRICULTURAL ECONQMICS

Frauni: 5,—Some wool is produeed in every month ef the year, In the Northern
Hemisphere, wool is shorn mostly during Felbiruzary to July; in the Southern
Hemisphere, the bulk of shearing takes place during July to December.

Time was included as an independent varinble to measure the
effects of factors other than those ‘specifically represented in the
analysis, to the extent that the combined influence of such other
factors may have progressively increased or decreased during the
period studied.
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The regression equation obtained from the multiple correlation
anaiysis is as fohows:®

{3) X‘=105.136-0.031 X,40.352 ¥;—0.860 X,
6,012} (8.094) {0.556)

The regression cquation (3) above indicates that the average net
change in the annual price of apparel wool was associated wi th changes
in the independent variebles as [ollows:

(1) For an increase or decrease of 1 million pounds in world pro-
duction of apparel wool, the money price of apparel wool deereased or
incrensed, respectively, 0.03 pence per pound, clean content basis.
Ab the average levels of the variables, price changed about 3.03 per-
cent for & I-percent change in production.

(2} ¥or an increase or decrease of 1 point in the index of nominal
income for the six principal consuming countrics, the price of appatel
wool increased or decrensed, respeetively, 0.35 pence per pound.  Ab
192137 average levels, a change of 0.84 percent in price was associaled
with a I-percent change in income.

(3) The net trend in the moncy price of appavel wool was down-
ward at the rate of 0.01 pence per year. 'The net negative regression,
however, is not significant statistically.

The extremely high intercorrelation among the independent varia-
bles lessens the confidence that can be placed in the reliability of the
rosults. In the second analysis this was overcome by using trend
ratio rather than actual values.’

s Other statistical measures relating to this analysis are as follows!

___R?.::H: 827 E]_.r_m= 810 81‘:3|,= 5.863
R?.;‘ai = 187 RI SAHE 837
T!!,35=F—.597 31:_3“_—""'0.729 !:.15_“:*-2.611
rom= .721 fam= 0433 Luge= 3.743
Ty = — . 023 Byym= — (3,024 oy m=— —0,088

For 0.0} level of significance, t=3.012; for 0.05 level of significance, t=2.169.

7 More specifieally, the cquations to the trends of the money price of apparel
wool, world production, and nominal income are, respectively,

T, =40.27647— 1.18348X,,
Ty, =2604.55878 + 53.08824 X,
T x,==81,09635—0.30613X,

where Tx, is measured in pence, Ty, in million pounds, Tx, in index units, and
Y, in years, the origin being at January 1, 1922, The ratios of money prices,
world praduetion, and the index of nominal income to their respective trun_ds are
given in table 19 (p. 29). The variables used in the analysis are speeificalty
referred to as {oilows:

V] (Price)—Annual average price of medium and fine wool {56's and G4's/T8's/
80's}, clean eontent basis, ab London auctions, year beginning July 1, expressed
ns a ttend ratic. . )

V! (Supplyl—Werld wool produstion, exeluding produciion in the Soviet
Tnion ané Chinn, expressed s a trend ratioc.

v (Demand Shifter)—Index of nominal income for six of the chicef consuming
eountries (United Kingdom, United States, France, Germany, Japen, and Ttaly),
expressed as o trend ratio.
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The following equation was found as the best expression of the
relation between the variables: :

4) X7=13.595-3.637 ¥;4-0.971 X:
(0.964)  (0.192)

Figures in paventheses are standard crrors.t

The regression equation (4) indicates that when price, produetion,
and income arc ab their irend levels:

{1} An increase or decrease of 1 perecent in production, on the
average, has been associnted with a decrease or inerense, respestively,
of 3.64 percent in the money price of apparel wool.

(2) An inerense or decrease of 1 percent in the index of nominal
income, if maintained for 1 year, on the average, has been associsted
with an increase or decrease, respectively, of 0.97 pereent in ihe
money price of apparel wool.

The cocfficients of partial correlation and the B cocfficients serve
to indicate the relative influence of world production and demand,
as represented by an index of nominal! income, upon the price of ap-
parel wool during the period studied.

The analyses indicate that changes in the money price of apparel
wool were somewhat more closely associnted with changes in demand
than with changes in world production. Because of the absence of
stocks as a factor in the analyses, however, supply may have been of
greater importance than is indicated by the correlations.

Prices of wool during World War IT and for some time afterward
were dominated by governmeni policies. The British Joint Organi-
zalion was particnlarly influential in the postwar period because of
its control of huge wartime 2ecumulations of Dominion wools. These
new {actors compleiely overshadowed the effeels of modernie year-to-
yoar changes in wool praduction during the 194Q°s. However, the
192138 analvses still provide the best available measures of the
normal eflects of world production and income upon wool prices,

REeErLation BETweEN PricEs IN DoMestic anDd FonrcieN Manrkors

With wool-textile manufacture centered in countries that have
insufficient supplies of home-grown wool, a world priec is established
in the markels of the surplus-producing countries.

On the average over o period of years, substantially more apparel
wool is consumed in the United States than is produced (fig. 6).
During the interwar period, the United States imported more than
25 percent of its consumption requirements, although the percentage
varied considerably from year to year. The proportion in later years
has been higher, owing to military requirements during the war, &

8 Other statisticel measures relating to the anatysis are as follows:
Rin= T4 Rym= 862 Sya= 0.15¢
Ty =710 Prza= —0.516 by 4= = 3.773
fua= 804 Bizz= 0.885 fayy ,= 5.{}56
For 0.01 level of significance, {=2.977.
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decline in domestic production since 1942, and a higher level of con-
sumption in the postwar period. Although the tariff tends to maintain
a differential between world prices and open-market prices of com-
parable domestic wools approximately equal to the tariff, the absolute
lovel of the domestic priee tends to rise and fall with changes n the
total demand for and the supply of wool throughout the world {fig. 7).

APPAREL WOOL

Produciion and Consumplion, Scoured Basis, in U. §.
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Frooae 6,—On the averawe over a period of years, conswnption of apparel
wool in the United States is substantially in excess of domestic production,
More than 25 pereent of the apparel wool consumed duringr the inferwar years
was of foreiun eripgin, allkourh the percentage varied considerably from year
te yerr. The proportion of foreign weol in lolat consumption during 1940-50
was higher, owing to military requirements during {he war years, & decling in

doeslie pradudtion heginning in 1043, and & higher level of civilian consump-
tion following World War TL

A comparison of prices at Boston of domestie territory fine strictly
combing wool with prices of approximately comparable British
Dominion wools at Boston and at London is given in {able 20 and
figure 8. The Boston prices for both domestic and imported wools
are quoted prices compiled from reports of the Market News Service
of the Uniled States Department of Agricntture. They are actual
selling prices to the extenl thal significant sales occur; when sales are
negligible or nonexistent, they are asking prices of dealers or, if
available, bid and asked prices. The Londen prices are actual
sﬁe‘zlling prices at the London suctions compilted by Kreglinger and

ernatl.

The comparison indicates Lhaf, in general, open-market prices of
domostic wool follow (he pattern established in [orcign markets;
however, they nosmnally tend to be somewhat lower than duty-paid
prices of approximately comparable grades of foreign wools, partly




34 TECHNICAL BULLETIN 1041, T, 8. DEPT. OT AGRICULTURE

because of different methods of preparation for market of domestic as
compared with forcign wools. A detailed study of the comparative
prices and price differentinls on domestic and foreign wools for the

ears 1924-35 was published by the United States Tarift Comumission
n 1937 (14}, for the years 1935-43 in 1944 (12), and for later years in o
1948 (11).

STRUCTURE OF PRICE-MAKING FORCES FOR wWOOL
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Frouns 7.—Although the tadil Lends to maiutain 8 dilfereniinl between world .
priees and open-market prices of compnrable domestic wools epproximately
ecual to the amount of the tarifl, The absolute level of the domestie prive tands
to rise and full with changes in the Lotad demand for and supply of wool through-
out the world,
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TanLE 20.—Average price per pound and price differentials of fine wool
at Boston and London markels, 1924—00
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e e 1 Price differonlinls,
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t Price por pound, clean basis, Amoriean yiokl, for ferrilory funwe, combing
(stapie 64 and finer). Dnia for Januvary 1844=July 1047 are Commodily Credit
Corporation seiling prices and for August 1947-July 1418 are from THE COMMER-
CIAL BULLEPIN ().

3 Price per pound, clean basis, American vivld, for Ausiyaling G8s-70's good
top-making wool, in bond at Boston,

% Price per pound, clean basis, Bradford vield, [or Dowminion §4's—70s-80's
good medium flecees ab Londen anctions. Compiled from Kreglinger and Fernan
market reporis.  Prices are based on opening nnd closing guolations for each
series of Londen sales.

# Naot available.

¢ An adjnstment of 0.5 cent was made o allew for the higher duty after June
17.  More than 80 pereent of 1930 imports ealered ab Lhe lewer rate.

3 London auctions suspended August 1939 Lo August 1946,
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PRICES OF FINE WOOL AT
BOSTON AND LONDON

¢ PER LB, [ I
300 LONDON

L. AUCTIONS B
200 Boston® — SysteNat o,
!00 AUG. 1946 T
o i i L i‘i.‘l‘? 1 L] l-l_l‘i‘!-l i L T — i !!\lLloin!dofrlﬂ
100 RiFF e i ]

- - e -

- Spread'/ ’ 1
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1925 1935 1945

FMONTHLY AVERAGE PEICE AT JOSION, SCOULED $4515, AMEA[CAN VLD, PSR TERANIQRY FINE STACTIAY
COMIING WOOL § $40 AND JINER}

UMONTHLY AVERAGE MICE Al LONDON AUCIIONS FDx 44¢ Fop 2 GOOD MECIUM FLETCES, CLEAN CO5T,
ARADFIED YIEED

S WITHOUT ADJUSTHENT FOA TARIIF ARO PREPARATION CIFFEREN LAY

U, 5. DEPARTMENT OF AGAICULTURE HEC.ATB72.%% BRAEAY OF AGRICULTURAL ECONDNMICS

Froure 8.—Open-market prices of apparel wool at Beston and a¢ London Lend
to rise and fall together, reficeting world conditions of supply and demand,
Prices of domestic wools, however, normally tend to be sonewhat iesa Ehan the
duty-paid prices of comparable Brilish Deminien wools, owing largely {o the
better preparation for market of the latber.

As a result largely of Government policy, prices of domestic wools
during the pcriocT 1940-46 were substantinlly above duty-paid prices
of approximately comparable imported wools. When the Govern-
ment began to place large military orders for wool textiles in 1940,
the War Department, undoer the provisions of the Buy American Ack
of 1933, required the use of domestic wools as long as available in the
grades needed. In 1941 the War Department, in order to encourage
an increase in domestic production, aliowed substantial dificrentials
in favor of domestic wools when used in military fabrics. The OPA
ceiling prices for both domestic and foreign wools, which were put
into effect in February 1942, weve based on market prices that pre-
vailed late in 1941, which favored domestic wools. When the wool
purchase program of the Commodity Credit Corporation was inau-
surated in 1043, purchase prices were based on OPA ceiling prices.

rices of domestic wools at Bosten changed but little from carly in
1942 until Iale in 1945. Likewise, prices for unported wool were
rather stable for the period 194245 owing to OPA ceilings and the
policies lollowed by the British Government.

Selling prices of the Commeodity Credit Corporation, which had
been identical with purchase priees, were reduced in November 1045
and again in February 1946, But as the CCC was prohibited by
law from selling below parity, it was necessary to raise selling prices
from time to time in later months. Under the provisions of Public
Law 360, approved by the President on August 5, 1947, the CC'C* was
permitted to dispose of its accumulated stocks at less Lhan parity.
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But with the reopening of British Empire auctions in September
1948, prices of foreign wools rose rapidly. During 1947, duty-paid
prices of most imported fine wools, adjusted for the preparation
differential, advanced to levels above the selling prices of CCC for
comparable domestic wools, Price advances for foreign wools since
September 1946 have been greater than for domestic wools, and since
late in 1947 duty-paid prices of imported wools have been higher
than these for comparable domestic wools.

GurabE AND STAvrLE DIFFERENTIALS AT Boston

Prices for the various stuples and grades of apparel wool tend to
risc and fall together, as Hustrated by the high degree of parallelism
of the curves of prices of the dillerent grades in figure 9. However,
changes in price usually are not proportional for all grades and staples
owing to disproportionate changes in the supply of and demand [or
the various grades and staples (tables 21 and 22). Changes in dis-
posable income and fashion strongly influence the demand for the
d}iﬂ‘erent grades and staples and therefore the spread in prices between
them.

PRICES OF TERRITORY WOOL AT BOSTON

(CLEAN BASIS)

¢ PER LB.

T I
= Fine strictly combing (staple &4 and Hﬂcr!’I

sems Half-blood strictly combing (siaple bm-bl;,)
w==Three-eights blood combing { 5&431-5B81}

rmms Quarter-blood combing ( 48s-501)

== Llow quarter-blood combing [ &ibs)

weewr Common and braid (36s- Llix)

PRI T T R TR

1925

et

1935 1945 1955

U.% DEPARTMENT OF AONRICULTURE HLG 47A74.3 #UACAL OF AGHICULTUNAL FCONOMICE

Figunrn 9.—Prices for lhe various grades of apparel wool tend to rise and fall
Ltogelher. Ilowever, beeause of disproporiiongte changes in the supply of and
demand for the varions grades, changes in prices usually are nob proporlional
for all grades,

The proportion of total consumption of apparel wool in the United
Stales represented by any one grade varies considerably [rom year
lo year. Also, since 1920 there has been a material shifl in the
demand for the different wool goods in the United Stales and eon-
sequentiy for the different grades ol wool used (tables 23 and 24).
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TaBLE 22— Percentage relution between price of territory fine-staple combing wool and other territory wools, clean basis, by
grades, Boston, 192450
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This is reflected in rather marked changes-in the relative quantities
of the different grades consumed. The proportion of fine wool
(64's and finer) has shown a gradual upward trend, ag illustrated by
the averages for consecutive 5-year interwar periods, beginning wit
1921-25, as follows: 24.2, 29.9, 35.5, and 40.6 percent, respectively.
‘At the same time, the trend of the proportion of quarter-blood wools
(48’s, 50’s) has been gradually downward, the consccutive 5-year
averages being 30.1, 21.3, 17.0, and 15.1 percent, respectively.

TanLE 23.—Percentage disiribution of mill consumption of apparel
wool, by grades, United States, 1921-50
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Derived from reports of the Burcau of the Census, Percentages for years prior
to 1038 are based on reports covering 75 to 8Q percent of the industry.
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TaBLE 24.—Percentage distribution o apparel wool eonsumpiion by
worsted and woolen systems, Umited States, 1921-60

Bystem

Worsted | Woolen?

Percent Percent Percent
68 32 10

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
108
100
100
100
100
100
100
100
100
100
100
100
100
100

1 Consumption of raw wool on the cotton and other systems of spinning is
included in consumption on the woelen system in 1945 and earlier years but not
in later years, Consumption ou the woolen system ineludes eonsumption in
batting ahd felt manufactures i 1640 and earlier years but not in later years.

Derived from reports of the Bureau of the Census.

ReELATION BETWEEN Fanm PRICE AND BosTOoN MARKET PRICES

Changes in farm prices of wool are closely associated with changes
in Boston market prices. If clean basis market prices are con-
verted to a grease basis equivalent, o l-cent change in Boston prices
from year to year is usually accorpanied by a similar change in
the United States farm price. This is not an exact relationship as
marketing marging very somewhat from year to year.

Accurate current data on marketing margins between farm and
Boston price levels are not available. A study published by the
Buresu of Aﬁl’icultuml Economics (5} in 1945 indicated that market-
ing charges during 1935-39 averaged a little less than 20 percent of
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the Boslon price, or 13 to 14 cents o pound on a seoured weight basis.
This margin was derived by statistical adjustments of the farm price
data rather than from direct information on marketing charges.

IRTERSTATE VARIATION IN AvErRaer Prick Rucmiven BY Domestic
Growers ror Swory WooL

The average price received by domestic growers for shorn wool in
the United States varies considerably from one State to anothoer
(table 25). In 1950, for example, the average price ranged from
42 cenls per pound, grease basis, in Alabama to 64 cents in Texas,
The variation reflects differences in grade and staple of wool produced,
differences in shrinkage or yiold, differences in marketing practices
and marketing costs, and other factors.

TaABLE 25.—Average price per pound received by furmers for shorn wool,
grease basis, by States, 1950

State Price State Price

Cenis
North Carolina 32
Indiana 51,
Bl

Oregon 50.
Virginia Michigan
Kentnelk Tlinois
California
Ttah ..
Arkansas. .. _ ... __
New Jersey

New York

Delaware

Avigona ____ . .. _____.
New Hampshire

Xaisas

Maryland

Vermoni,

Maing.

Sough Carolina,. .. .. ____
Oklahomn__. . _ .
Georgin______._...

Alabama

[ jepefala f === R e T N Yoe W T N e e e e R e

Washington_ . _____. .. :
Minnesoba_____. ... ... . ...l

i
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Locality of growth is a factor in prices of apparel wool. Beeause of
differences in breeding, grazing conditions, soil, and climate, wools
grown in different regions of the United States differ widely as 6o
grade, staple, condition, shrinkage, and color (tables 8, 9, 10, and 26).
Shorn wools in the United States are usually sold with reference to the
Btate or area where produced. For convenience, the market tends
to group domestic wools under three broad descriptions—fleece, ter-
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ritory, and Texas. Many subdivisions of these descriptions are in
regular use, however.

Tlecce wools are grown in all the Eastern and Southern States and
as far west as the Dakotas (eastern part), Nebraska, Kansas, and
Oklahoma. The shecp arc chiefly of the mutton breeds. Between
70 and 75 percent of the fleece wools are graded as three-eighths blood
or comrser., Wools grown cast of the Mississippi River and in some
parts of Minnesota, lowa, and Missouri, are light in color and of
relatively light shrinkage; they are reforred to as bright flecce wools
in the domestic wool trade. In the hilly sections of southern QOhio,
Michigan, and & small part of western Pennsylvania and northeastern
West Virginia, much of the land is unsuitable for crops and is kept in
pasture. In these areas, merino sheep are raised extensively; e light-
shrinking, fine delaine wool is produced. Fleece wools grown in the
farm areas of North and South Dakota, Nebraska, Kansas, Oklahoma,
and in parts of Minnesota, Lowa, Wisconsin, and Missouri are some-
what dark in color and of moderately heavy shrinkage. These wools
are referred to as semibright flecce wools.

Territory wools arc grown in the far West and in the western sections
of North and South Dakota, Nebraska, and Kansas. Sheep are
herded in bands on open ranges. The wool produced is of higher
shrinkage than is flecce wool. Moare than 80 percent ol the wools
grade half-blood or finer. Wools grown in Arizona, California, New
Xexico, and Oregon are generally known by the State name, as wools
from these States have peculiarities that distinguish them from wools
from other States and regions.

The sheep industry in Texas is carvied on in a way somewhat inter-
mediate between the western range and eastern farm systems. Much
of the land is lenced. Texas wools ave mostly fine wools from merino
hreeds. They are uniform in character and somewhat solter than the
territory wools.

The spread between farm prices and Boston prices, or the mer-
chandising margin, varies considerably from State to State. Average
deductions for more than 100 million pounds of wool handled by the
Commodity Credit Corporation in 1943 ranged from 4.35 cents per
pound for ungraded Texas wool to 6.76 cents per pound for ungraded
Oldlahomn wool and from 5.10 cents per pound for graded Texas wool
to 7.52 cents for graded Oklahoma wool. The margins for ungraderd
wool ranged from 8.9 percent of the Boston price for Texas and North
Dakota wool to 20 percent for Oklahoma wool; and for graded wool
from 10.6 percent of the Boston price for Texas and North Dakota
wool to 19.8 percent for Oklahoma, wool (5).

For 77 million pounds of ungraded wool handled by the Commodity
Credit Corporation that year, transportation charges averaged 48
percent of the total merchandising margins (8). Most of the domestic
clip is transported a great distance. Although the production of wool
is widely distributed over the United States, the grealer part is pro-
duced in the Southwest and far West (table 27). On the other hand,
the bulk of the raw woal is consumed in the northeastern part of the
United States (table 28). In 1939, 43 percent of the apparel wool was

- consumed by mills in Massachusetls alone.
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TABLE 26.—Shrinkage of domestic shorn wools, by grade, by Stales
or areas, arerage 19386-40

State or area Fine | }4 blood | 3§ blood | ¥ blood | Low ¢

Pereent | Percenl U Pereent | Percent | Percent
Farming region ? 62 56 | 43 42
New England 60 d 41
New York? :

Pennzylvania
Virginia 4
West Virpinia
Kentucky
Tennessee

Michigan
Tllinois,

North end Bouth Dakota 7.
Western Oregon ®
Range region * i

Average } r i

! Tneludes low-quarter blood, sommon, and braid.

* North and Bouth Aflantie, East and West North Central, and South Central
regions, exclusive of Texas; western parts of North and South Dakota, Nebraska,
and Xansas; the Willamette Valley of western Orcgon, and parts of western
Washington.

? Includes New Jersey.

4 Tneludes Maryland.

8 North Caroling fo Mississippi and Louisiana, including Arkansas.

! Oklahoma, Missouri, and easfern part of Nebraska sand Kansas,

7 Excludes western, or range, section of North and South Dakata,

® Willamette Valley and parts of western Washingbon,

* The far West and Texas, including the western parts of North and South
Dakota, and Nebrasks and Kansas, but excluding the Willamette Valley in west-
ern Oregon and excluding the farm-grown wools of westarn Washington,

Compiled from UNITED STATES w00LS, PRODUCTION BY REGIONS AND BY
GRADES, 1930-90 {13},
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TaBLE 27 —Production of shorn wool, grease basvs, by divisions, United
Stales, 1850

1958 1950

T
0

.| Percent- Percent-
Produc- age of Produe- age of

Lion total tion ' Yotal

Division Division

L 1,000 1,600
pounds i Fercent pounds | Pereent

United States. .. [220, 135 100. ¢ |} West North Cen-
North Atlentict___1 2,681 14 31, 795 14. 4
South Atlantie?___! 3, 389 1.5 a9, 045 27. 2
East North Con- ! 23 103, 768 47.2

! Includes Connecticub, Muine, Massachusetts, Pennsylvania, New Hampshire,
New Jersey, New York, Rhode Island, and Vermont,.

? Includes Delawsare, Tlorida, Georgia, Maryland, North Carclina, South
Carolina, Virginia, and West Virginia.

3 Ineludes illinois, Indiana, Michigan, Ohio, and Wisconsin,

+ Inciudes Towa, Kansas, Minnesota, Missouri, Nebraska, North Dakota, and
South Dakota.

§ Ineludes Alabama, Arkansas, Kentucky, Louisiana, Mississippi, Gklahoma,
Tennessee, and Texas,

¢ Includes Arizona, California, Colorado, Idaho, Montana, Nevada, New
Mexico, Oregon, Utah, Washington, and Wyoming,

TasLe 28.—Aill consumplion of apparel wool, scoured basis, by
Staies, 1989

! Apnarei-wool f Apparel-wool
consumption | consumption

: ;
Con- | Percent- Con- | Pereent-

- sump- . ageofl § sump- | age of
tieon : total tion total

]
i
r
!

Than- Thou-
sand - sand
pounds | Percent paunds | Pergent
United States. .. 296, 785 100. 60 - Oregon 2, 434 )
Massachusetts . 43,06 - [Ninois 2,377
Rhode Taland £ 16, 70 . Wiseonsin 2,142
New Jersey ! 23,487 g1 { Miehigan 2,019
Pennsylvania______i 16, 038 40§l Indiana_..._.__.__| 1,671
New York_ .. _._ J1o14, 386 85 |l Virginia 1,620
Ohio___________.| 9241 Tennessce 1,471
ing 8, 616 1, 303
New Hampshire._| 7,000 F West Virginia 1, 266
Connecticut. g, 711 ! Vermeont 336
North Carelina____- 5,178 i Chalifornin____.____ 384
Georgia 1 Other Btates 8, 765

bl S8 sk ad e

Derived from 1939 CBNSUS OF MANUFACTURES (7).
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MARKETING AND MANUFACTURING Maircins For Woor TEXTILES

Before wool can be used by the ultimate consumers, it must be
processed, manufrctured, and marketed through highly specialized
channels. Figurc 10 shows the general paltern of the various processes @
of the wool-textile induslry. As these practices and procedures vary
with each individual firm and with the type of fabric, the figure repre-
sents only a [airly common gencral outline of the routine of the
industry. The complete sequence of operations shown is not neces-
sarily carried ont in any one factory. In the United Kingdom, for
example, theve is a large degree of specialization, especially in the
worsted section,  Many manulacturers are engaged in one stage of
manufacture only, such as topmaking, spinning, or weaving,

Because of the extensive processing and servicing vequired, returns fo
growers for the raw wool amount to only & relatively sinall proportion
of the prices paid by consumers {or the finished wool products. A
study of marketing and manufacturing margins for wool textiles by
the Bureau of Agricultural Econemies (5) indicated thal durine the
16 years, 1926-41, returns to growers for the raw wool averaged abont
13 pereent of the retail prices of the finished goods, The proportion
varied direetly with the price of wool, from almost 18 pereent i 1928
to 6 pereent 1n 1932, and to about 17 pereent in 1941, Alarketing,
manuizeturing, and merchandising margins for wool averaged more
than 87 percent of the consumer’s dollar during the period. Oun the
average, in 1939, about 11.4 percent of the consumer's dollar wenb to
growers for farm production; 2.7 pereent for all the services rendered in
taking the wool from (he producer and delivering it to Lhe manu-
facturer, not including scouring; 13.4 percent for scouring, carding or
combing, spinning, and weaving and finishing fabrics; 34.6 pereent
for manufacturing apparel and houschold goeds; 3.1 pereent for
whelesaling; and 34.8 percent for retailing.

As agencles that ave primarily engaged in the dilferent kinds of
conversion, in one respect, may engage also in some of the same kinds
ol conversions in other respects. the margins indicated for each type
of conversion and serviee do not necessarily veflect accurately the
charges made by each iype of ageney.
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Figuns 10.—Before apparel wool ean be used by the ultimaie consumer, it
must be proeessed, manufactored, and marketed through highly spocialized
channels. Wool is subject to many variations in manufacture, depending
upen the individus) firm and the type of yarn or fabrie.  Many of the processes
throngh which wool passes are designed to improve the appearance or feel
of o yarn or fabric.
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