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UNITED STATES DEPARTMENT OF AGRICULTURE
WASHINGTON. D, C.

COTTON PRICES IN RELATION TO COTTON
CLASSIFICATION SERVICE AND TO
QUALITY IMPROVEMENT!

By L. D. HowBLL, senior agricuitural economist, and LEoNARD J, WaTsox, assistan!
agricultural economist, Bureau of Agricultural Economics t
United States Department of Agriculture, Bureau of Agricultural
Economics, in cooperation with the Agricultural Experiment Stations
of North Carolina, South Carolina, Georgia, Tennessee, Oklahoma, and
Arkansas
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INTRODUCTION

Cotton prices and the quality of cotton interest cotton growers
largely because of their influence on incomes. Tt is known generaliy
that the higher grades and longer staples are more valuable for
spinning purposes than are the lower grades and shorter staples.
Prices in central markets and in mill markets generaily reflect fairly
accurately these differences in quality.

Information collected in selected local markets throughout the
Cotton Belt in recent years, however, shows conclusively that prices
to growers in many local markets reflect only a small proportion of
central-market premiums and discounts for grade and staple length
(13)* This situation doubtless results in the production of larger

t Submitted for publication Apr. 1, 10630,

* Credit is due Joel F, Hembree nod other coworkers in the Burean for assistance in tho tabulation of the
data end in the preparation of the results fer publicatipn; 1o Elmors R. Torn {or eontributions in connection
with information cbtained io the Taylor market; the grade and stapie statistics workers for classifleation
of the samples and for cooperation in (he eollection and tabulation of the data; the gianers, warehousemen,
and locad yyers for making data available,

1 1talic pambers in parentheses refer to Hterature cited, p, #4.  Tn addition to (13) the following refercnees
(2 gy €0 Ty dEy 18 047 150 16, 17 18, 10, 80; 21+ 23; 84 25+ 26) conlain information oo prices {o growers on the
hasis of grade and sinple lenglh,
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proportions of the lower grades and shorter staples than would be
the case if prices to growers refiected a larger proportion of the grade
and staple premiums and discounts quoted in central markets. Such
conditions tend to lower the competitive position of Américan cotton
in foreign markets.

Apparently, one of the principal factors responsible for the relatively
small premiums and discounts for quality reflected in prices in Iarmers’
local markets is a lack of adequate mformation on the ciassifieation
and commercial value of the cotton at the time it is sold. It is be-
lieved generally that o practical and dependable eotton-elassificution
service, along with adegnate information on cotton prices in central
markets and in nearby points of concentration, would increase grade
and staple premiums and discounts to growers, thus encouraging the
production of cotton of better quality in localities relatively best
adapted to the production of such cotton, and would tend to inerease
the net income to cotton growers as a group.

Information is presented in this bulletin on (1} the influence of
various kinds of cofton-classifiention services on prices to growers,
(2) factors affecting the usefulness of a cotton-classification service
and some problems to be solved in connection with establishing and
maintaining a practical and dependeble classification service, and
(3) the influenca of prices on quality produced.

METHOD OF PROCEDURE AND SCOPE OF STUDY

Data were collected on prices to growers for cotton sold in selected
loeal markets widely distributed over the Cotton Belt during the
seasons 1933-36 (fig. 1). The seasons begin with August.  Arrange-
ments were made by the United States Department of Agriculture,
in cooperation with State agricultural experiment stations, to secure
from a ginner at each of these markets a sample from each bale of
cotton gimned at his plant during the =zason. Thesc samples were
mailed to the offices of the United Stutes Department ol Agrieulture
at Atlanta, Ga.; Memphis, Tenn.; and Dallas or Austin. Tex., where
they were classed.* according to the official cotton standards of the
United Siates, by specialists in cotton classing employed by the
Department. Data on classificaticn obtained in this way and used
int this price study represented only % small part of the data on classi-
fication used in estimating the orada and staple length of the crop.

Data on prices to growers and on date of sale were obtained from
local buyers and were recorded along with the Government. classifica-
tion and the type of buver (ginner, storekeeper, ete.) who bought the
bale. Information on marketing methods and practices and on cen-
tral markets and mill centers to which cotton was shipped, together
with data on handiing and storage charges, insurance, and freight
rates, was obtained for each market for use in interpreting the data
on prices.

The markets included were selected to show prices to growers on
the basts of the grade and staple length for cotton sold (1) in repre-
sentative local markets in which no public classification service was
avgilable to growers, and (2) in representative local markets in which
the cotton was sold on description on the basiz of the classification of

¢ The elasstfications were penerally baged un sample< taken from the gin press box, slthough must of the
cotten was 2pld oo the basis of samiples cut from the bales.
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FIGSURE 1.—LOCATION OF F_AF‘EMEF!SQ'B%_OS%AL MARKETS INCLUDED N STUPY,

Local markets :rek-ded in the study of farm prices of cotton as related to its grade
and staple le: gin are widely distributad over the Cotton Belt apd were selected
to represent the various types of local markets.
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a public classer who generally was licensed under the United States
Warehouse Act, or under the United States Cotton Standards Aet,
and who classified the cotton as a part of the service rendered by the
local warehouse for which charges were made. In addition, data were
obtained during the season 1936-37 in local markets in which arrange-
ments ltad been made to have a sample from each bale mailed to a
contral office where it was elassed and the information on classification
mailed to growers free of charge, but generally the cotton was sold
hefore thiz information on classtfication was received. These markets
are designated in this study as those in which information on the
classification of only a part of the cotton was available to growers at
the time it was sold. Data obtained In the various markets were
snalyzed to show differences in average prices to growers and in
average premiums and discounts for grade and staple length.
Central-market prices used as a basis for comparison included aver-
age prices quoted for Middbng %-inch White cotton at the 10 desig-
nated spot markets (Augusta, Dallas, Galveston, Houston, Littie Rock,
Memphis, Montgomery, New Orleans, Norfolk, and Savannah); aver-
age premiums and discounts for grade at the 10 designated spot mar-
kets; aversge premiums for staples of '3{; and 1 inch at 6 spot markets
(Dallas, Galveston, Houston. Litfle Rock, Memphis, and New Or-
leans): average premiums for staples 1¥e inches and longer at Mem-
phis and New Orlenns; and average discounts for '¥;-inch staples at
Houston. Galveston, and New Orleans. Averages were obtained by
welghting these central-market quotations by the number of bales of
cottont of the same description sold ou the same day and neluded in
the data on prices received by growers in local markets.
Central-market quotations were used to indieats the approximate
differences in value for spinning purposes & of cotton of the various
grades and staple lengths, But the use of central-market premiums
and discounis for grade and staple length as a basis for comparison
does not necessarilvy mean that prices to growers in local markets
should reflect premiums and discounts for grade and staple length
equal to those guoted in central markets. Loeal markets and central
markets represent different stages i the marketing procedure, and it
is not very definitely known to what extent these differences may
affect premiums and discounts for grade and staple length. But for
the medium grades and staples, premiums and discounts reflected in
limits used by merchants in New Orleans for purchases made in the
interior were found not to be materiallv different from the official

quotations,
QUALITY OF COTTON

The term “guality,” as here applied, refers to alf the physical prop-
arties of cotton that affect its usefulness. These properties are de-
seribed for commercial purposes in terms of grade, staple length, and
character (28).

GRADE

Grade of cotton, as the term is most widely understood, is com-
posed of three factors—color, foreign matter, and ginning preparation.
Grade Is influenced largely by weather conditions prior to and duriag
harvesting, time of and care in harvesting, condition of the cotton at

* Value for spinning purpeses represents the price warrantod By a enrceet evalustion of the gencesl supply-
and-demand styulion.
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time of ginning, kind and condition of the ginning equipment used,
and the method of its operation.

The usefulness of cotion in the manufacture of yarns and fabrics
and the quality of the finished products tend to vary directly with its
grade. Spinning tests show, for example, that the total visible picker
and eard wastes vary from an average of about 6 percent for Strict
Good Middling to an average of about 16 percent for Good Ordinary
(28). In addition, manufacturing costs, other than raw materials,
tend to be reduced and the quality of the finished products tends to
be improved by the use of the higher instead of the lower grades.

LENGTH OF STATLE

Stapie length of eotton means the normal length by measurement
of a typical portion of its fibers and is determined commercially hy o
process known as pulling the staple. Length of staple is influenced
largely by the variety of the cotton and by the conditions under which
it is grow and ginned.

Length of staple is important in connection with the strength and
fineness of the yarms that ean be produced and with the costs of
manufacturing. * The longer-stapled cottons generally are considered
to be essential for spinning fine yains and yarns having high strength
requirements, but they may be used also in manufacturing medium
and coarser yarns, whereas short staples are used mainly in the pre-
cduction of coarse yarns. Ordinarily, yarns of a given specification
can. be manufactured from eotton representing a considerable range
in length of staple, but the use of the longer staples tends to reduce
the other costs of manufacturing and to increase the cost of raw cotton.

CHARACTER

Character of cotton includes all elements of quality not included
m grade and staple length, such as fineness of fiber, strength of fiber,
uniformity, and other fiber properties. Although it is recognized
generally that the character of cotton may materially affect its spin-
ning utility, much remains to be learned about the quality elements
grouped under the term “‘character,”. and the relative importance of
the individual fiber properties and various combinations of them in
terms of rmeajor use values.

Information that has become available recently emplasizes the
fact that fineness of the fibers is one of the morg importaut factors in
cotton quality. Long-stapled cottons, such as sea 1sland and Egyp-
tian. usually have very fine fibers, and to this characteristic may be
attributed, in o large measure, certain superior spinming qualities.
Spinning tests of fibers of fine, silky, sea-island cotton cut down to
staple lengths approximately equivalent to those of the common
American upland cotton show that the cut-down sea-island fibers
produced a much stronger yarn than is ordinarily obtained from
upland cotton.

Although the influence of the character of cotton on its spinning
utility 1s generally recognized, no official standards for character have
been formulated, but official standards are available for grade and
staple length. An examination of the data presented: in table 1
shows that the grade and staple length of the cotton included in this
study of prices are fairly typical of that produced in the United States.
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TaBLE 1.—Grade and staple length of upland eotton included tn the study of prices
in selecled local wmarkets and of all upland cotton ginned {n the United Siales,
seasons 1633361

Yeur boginnivg Angonst—

. " - e TAvordaee
1833 ! 1934 1833 ' jHA . 152930
Grade nod staple lenpth : !

Loeal| Qin- |Loeali Gin- |Laeal] (o | Ioeal
mar- | nings | mar-| pings | mar-| nings | mar-
ket [ dnthe § ket | inthe § ket [ inthe 1 ket | inthe | %et | in the
sam- [ United | sim- | Gnited | ssm- | Unbled { sare [ Cnited | sam- § Cnlted
ple | States ) ple i!‘-tntus plo b 3tates 1 ple | States | ple 1 siates

Gie- | Loealy Gin-
vings Pmar-] nings

i
wade: Per- | Per- | Per- Fer- | Per-' Per- | Per- P Per ; Fer- ‘ frera
White: ? cerl . cent ocent t oeemd Jcent | oeemd opent | cent Cogent bocent

3—Good Middlmg. . ) %67 AP @31 (L0 1.2 4.3 1 R S A
{—Strict Middling. . f 224 | 21 4L0, 3661 2L1] 2l %8 M2 258 94
s—Middling.__. . v 536 3177 WS 427 o1 31, 984 Fa1) 2
6—Strict Low AlLid- ! : . : :
ding. ... 9.3 Wei s §0[120) 182,105 122:10.8| n2
7—Low Middling. ...} .6 2,20 321 L8| L8 fid7 22 40 90 L0
§—striet Good  Or- | i : |
LEN) 1) .1 A Loy .3 T N i i
8—Cood Ordinary.___|. .. .. 1 3 1 .2 LR
Total........_.[&8.0 | 6581830, 866ls0s
Spotted: ! '
I~—Gogd Middling.. ! €3 331 11 1.4
+—Slriet Middling. 7| 1601 as } 70
s—Middliog.... . .+ 7.0 82 3.3 a7
f—3atriet Low Alid- : ;
diog ...l .8 s .7l o
—Law Middling. ..} ) 3 \ ]
Total...... ... 3.0] 3Lziizael 134 0 M. M

B0 1000, 10

Grnd total. ... 1000 | 00.0100.0 ¢ 100,0 ; .

Staple Lengtih (inches): 4 : : , ' :
1=Shorter than 36, . .. 1.6 . 3 ; .5 BT 5T s
-1y : o 25,5 300, LA, i

. LB L I A ALY 3T
Qi S Mg W T It 1

.3 B A8 Lol oag)  won

L2 6 8. &8 .8 s

3 6., .5 L. a8 1.2

- PRCINEA 1 .3 L

100.0 1000 100.0 100,0 (000

Total.___...ccooo 100.0, 1000 1000 | o0

! Duta on ginnings In the Cnited Stotes ave taken from Apricoltumd Statisties 1937 and 198,
1 Extrs White cotton inclnded.
1 Less thap 0.05 percent.

+ Dales classed in odd-nhnibered thirty-seconds of an inch have boen tabulnted as of the nest lower six-
teenth of oo ineh. .

RELATIONSHIP BETWEEN AVERAGE PRICE AND AVERAGE GRADE
AND STAPLE LENGTH

DIFFERENCES FROM MARKET TO MARRET

Prices to growers vary considerably from one local market to another
largely as a result of differences in the quality of the cotton and of
differences in costs of moving it to centers of consumption. Average
prizes in farmers’ local markets tend to vary directly with the average
quality of the cotton and inversely with transportation costs to centers
of consumption. During the season 1936-27, for example, prices i
5 local markets in Oklahoma, representing a surplus-producing area
far removed from centers of consumption, averaged about 2.6 cents o
pound lower than the average for 11 loeal markets in North Carolina,
8 consuming center for cotton. Om the basis of central-market
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premiums and discounts for grade and staple length, about 1.4 cents of
this difference in average prices may be attributed to differences in
grade and staple length, leaving about 1.2 cents to be accounted for
by differcnces in transportation costs and in other factors. In the
Vlississippi Delte and in other localities in which improved long-staple
cotton is produced, sverage prices to growers generzlly are substan-
tinlly hicher than in most other parts of the Cotton Belt.

Differences in average prices in farmers’ local markets, adjusted for
differences in transportation costs to centers of consumption, were
related to differences in average central-market value of the cotton
resulting from differences in grade and staple length.® The results
show that during the seasons 1933-36 average adjusted prices in
markets where the cotton averaged higher in grade and longer in
staple were generally higher than average adjusted prices in markets
where the cotton averaged lower in grade and shorter in staple (fig. 2).
The differences in these adjusted prices were great enough in many
instances to equal the premiums and discounts for grade and staple
length quoted m central markets. In other words, farmers who sold
cotton in local markets where the average quality, as indicated by
arade and staple length, was relatively high generally received, on
the average, correspendingly higher prices than those who sold in
local markets where the average quality of cotton was relatively low,

The relationship between differences in average prices from market
to markes, adjusted for differences in transportation costs to centers
of consumption, and differences in average quality of the cotton sold,
as indicated by grade and staple length. was considerably higher for
markets in which the cotton was sold on description on the basis of
the classifieation of a public classer who classed the cotton as a part
of the services rendered by the local warehouse than for other loeal
markets. Differences in average prices to growers from one market
to another, adjusted for differences in transporfation costs to centers
of consumption, when related to differences in average quality, as
indicated by central-market evaluations above and below Middling
“-imch, gave a correlation coefficient of 0.964:0.02 for markets in
which cotton was sold on the basis of the classification of & public
classer stationed at the loeal warehouse and 0.864-0.01 forother
markets. The relationship between avernge prices and average
quality apparently was about the same for markets in which arrange-
ments had been made to have a sample from each bale mailed to a
central office where it was classed and the information on classifica-
tion mailed to the grower; but generally the cotton was sold before
this information was received, as for markets without a public classi-
fication service.

In some instances considerable irregularity was found in the rela-
tionship between average prices. adjusted for differences in transpor-
tation costs to centers of consumption, and average quality, as
incdicated by grade and staple length. For the period 1933-36, the
proportion of the differcnces in seasonal average price to growers,
adjusted for differences in transportation costs to centers of con-
sumption, thar may be accounted for by differences in grade and
staple length, was about 92 percent for markets in which the cotton
Wn svernge central-anarket valies of the cutton =ohl in lhese Market- were arrives! at

by weighting the aurhér of hales nf ench zrude and stapde leng) b by the centrebmarkel preminms aod
lisenunts,



http:0.96�0.02

8 TECHNICAL BULLETIX 699, U. 5. DEPT. OF AGRICULTURE

was sold on deseription on the basis of the classification of a public
classer stationed at the local warehouse and about 74 percent for other
local markets. Other factors that may help to account for these
irregular variations in average price on the basis of average quality

120

a

YAR|ATION IN AVERAGE PRICE { CENTS PER POUND)

n/l@@
/

/

/

/ * Loca! markets without s public clasalffcacion zarvics.

¢ dLccal markata with imformatfon on classfffcation of anly a part of the
. coiton avaiiable al the Hmycottan waa safd.
© Local markets with s public classer stailoned fn the markee

ol AL L b

~l.2¢ -1.00 =BG -60 -40 -320 [ 20 40 60 B0 100 120
VARIATION IN AYERAGE QUALITY { CENTS PER POUND)
{CENTRAL-MARKET YALUATION ASOVE AND BELOW MIDDLING T8-INCH}
FIGURE 2.~~RELATION OF AVERAGE PRICE TO AVERAGE QUALITY OF COTTON N
SELECTED LocaL MARKETS 1IN THE UNITED STATES, SEASONS 1833-36.

Prices to growers in loeal markets where the cotton sold averaged higher in grade
and longer in staple generally averaged higher than in those in which the cotton
averaged lower in prade and shorter in staple  The coefficient of correlation
found was .96+ 0.02 for markets with a public classer and 0.8610.01 for
other markets.
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include differences in kind and amount of local competition, in outlet
for the cotton, in weight on which the cotton was sold, in bargaining
power of farmers and of local buyers, and in character of the cotton.
A comparison of these results with results of a similar analysis of data
collected during the seasons 1928-32 shows improvement in the re-
lationship between average price from market to market and average
grade and staple length of the cotton sold (23). This improvement,
ne doubt, is accounted for largely by increased interest in, and
knowledge of, the quality of cotton sattributed largely to the classi-
fication services of the Government, cooperative cotton marketing
associntions, and other agencies.

But despite the fact that the relationship betweon average prices
aid average grade and staple length was substantially higher for
cotton sold on the basis of the classification of a public classer than
for other cotton, the level of prices, adjusted for differences in central-
market evaluations on the beasis of grade and staple length and for
differences in transportation costs fo centers of consumption, aver-
aged little, if any, higher in local markets with a public classification
service than in those without such n service, These findings suggest
that, unless the public classification service is associated with material
changes in marketing methods and practices other than varying prices
on the basis of quality, the possibilities of raising the price level in
specific local markets by means of such a classification service are
hmited largely to the influence of improvements in quality brought
about as a result of the classifieation services.

CHANGES FROM ONE PERIOD T4 ANOTHER

Changes in average quality, as indicated by the grade and staple
length of the cotton sold in given markets, generally are reflected to
a large degree in changes of nverage prices to growers.

Changes from one yvear to another in average quality of the cotton
in local markets, as indieated by average ceniral-market evaluations
above or below Middling ¥-ineh, were related to changes in average
spread between prices in farmers’ local markets and prices of Middling
i--inch spot cotton in central markets. The correlation coefficient
of 0.8040.04 obtained for this relationship indicates that changes in
avernge quality from one season to another generally are reflected to
a considerable extent in average prices to growers.  In some instances,
conshilerable irregularity was found in the relationships between
changes in average ¢uality {rom one season to annther and the
corresponding changes in average prices to growers in relation to
prices of Middling “winch spot cutton in central markets. The co-
efficient of determination shows that, on the avernge, about 61 per-
cent of the changes in average prices to growers in relation to prices
of Middling %-ineh cotton in central markets may ho aceounted for
by changes'in the average grade and staple length of the cotlon.

Apparently the relationship between chunges in average quality
from one season to another and corresponding changes in average
prices was considerably closer in markets with & public classification
service to growers than in markets without such » service. Other
factors that max affect chianges in average prices in local markets in
relation to prices of Middling J-inch cotton in central markets include
changes in the kind and extent of loeal competition. in outlets for
cotton, and in transportation costs to centers of consumption.

1300 b
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Menthly average prices in local markets during the seasons 1933-36
were higher for the most part, as compared with central-market prices,
during the first part of the season than during the latter part of the

CENTS I I
PER
POUND 1833-34 |
12 PRl
it
Gentral markeals -
to ! Lo : ;
=rna PPt o — [ ocal markets
0 I I | ] |
SR VR S S " A S —
| i
1834-35
14 ) | _
o [ |
T T Central markets
13 1 TR WL 2N
ememmmame" [ b
12
{2
11 .
1o ﬁ
i i
I !
| I — SR S 1t —
! : ! I T -
1 i H
: | 1936-37 i ;
14 ' i }L ; d
: . Central markecs » !
: ILoca! markets --._._“--::'J' i
13 ' N 1
! ! 'J" ,
|
12 :

IS | i —— S — ISR EU———
AUG. SEPT. ocCY NOV. DEC. JAN. FEB. MAR,

FIGURE 3.—AVERAGE PRICE PER POUND FOR COTTON OF VARIOUS GRADES AMND
STAPLE LENGTHS IN SELECTED LOCAL MARKETS AND IN CENTRIAL MARKETS,
8y MONTHS, SEASONS 1§33-35.

The average spread between prices of cotton of various grades and staple lengths
in sclected local markets and prices quoted in central markets for cotton of
the same grade and staple length sold on the same day were narrow early in
the sezson bui widenced as the season advanced and as the volume of sales
in local markets decreased.

season (table 2, fig. 3). The quality, particularly the grade, was
substantially higher during the early than during the latter part of
the season. A comparison of monthiy average prices to growers
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with the average qualities shows that during months when the aver-
age quality, ss indicated by central-market evaluaiions above or
below Middling %-inch, was relatively high, average prices generally
ware correspondingly higher in relation to prices of Middling %-inch
custon in central markets than during months when the average
quality as indicated by grade and staple length was relatively low,

TABLE 22— Arerage nrice per pound for collon af various grades and staple lenglhs
in selecled local markets and in ceniral wmarkels, by months, seasons 1983-361

SEASON W3-

i t
=i i Loealk  Central- Lot | Centrai-
f ::;fp?i , tnarket | arkel Month Stae of b market | market

Jionth : A sampla
price :  price samp . price ; price

Bules i Cealx Bales - Cenly Cents
o 0T 245 '

Airust N ipRuary. .._______ 451 10.41) . 10,36
September. L : & 53 || February. Wr i, 19 .70
Oetobor. . AL 3 9.38 ! March.... a3 .85 12,28
Novemher i K : 874 ’

December. . 3 | X 9. 63 | Totl or avernge. | 24,474 .47 9.5

SEASON 1034-35

Agenst
Spptomber.
Oetnber ... .
Novewher.
Degembor

13. 66 || January.
Fehryar,
March_.. .

19 1t

Total or average.

SEASON 1035-30

Auzust o ieeeeean IRt . Iannery -
Seprember. oo : 3 L 7. Fohruary
Oetober. . , X Aareh, .
November T, 566

[l ] T ! X 185 ,  Total or svernge.

BEASON 1936-37

Auvmust. o 1, i 2.3 12,33 k! Janusy
September 23,812 2 248 ;i Fehrua 215
Getober. . . 72,188 2,38 F March . ! 05
Novemher 0,708 ° 2 W ;
Dgeermber. . L..o.2d 3,039 2 67 'Total or avernge . 67,433

t The influenee of differetiees i price fevel in <itferent local mackets, topether with variations in the
proporiion of the total sampsle coming from different locy! roarkets on monthly varistlons in gverage price
were climinated.  (See aprondix, p. 46, for method.)  Central-market prices for Middling H-inch cotton
e averares of quotations at the 10 designated spot markets.  Central-anarket prices for cotion of mrades nad
staple dongths other then Middiing 3&-dnch wore obtained by spplyving to the averspe nrice uf Middling
3%-tncl: cotton at the 10 spot markets, average premiums and discounts for grade st the 10 designated spot
mArkets: avernge premioms for H5{g-inch and 1-ineh cotton at the 6 spot markees {Dallas, Honston, Geives-
ton, wew Orleans, Memphis, and Little Rock): average prewittms for lengths 14e inches aud lonper at
Mownphis amd New Orleans; and averape discounis for 3e-inch staple ai New Orleans, Houston. and
Galveston.  The premiums angd discennts for grade are {or Z-ineh staple, and the promiums and discounts
for staple wre for Aliddling grade. These daily erniral-roacket prices were weighted by the olimber of
heles of cotton of tw same deseription sold an the same day and inoluded in the sample of cotton seld in the
scleetod Joesl markets,

The relationship between changes in monthly average quality of
the cotton and in average price to growers was much higher for ecotton
sold on description on the basis of the classification of a public classer
who classed the cotton as a part of the services rendered by the loeal
warehouse than for other cotton soid. The coefficient of determina-
tion shows that the proportion of the monthly changes in spread
hetwecn prices to growers and prices of Middling %-inch cotton in
central markess accounted for by differences in grade and staple
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length was about 85 percent for cotton sold on the basis of the classi-
fication of a public classer stationed at the local warelouss, as com-
pared with about 72 percent for other markets. The proportion of
monthly changes in spread between prices to growers and prices of
- Middling %-inch cotton in central markets, accounted for by differences
in grade and staple length, was about the same for markets in which
information on the classifieation of only a part of the cotton was
available to growers at the time it was sold as for markets without a
public classification service.

RELATIONSHIF BETWEEN PRICES AND THE GRADE AND STAPLE
LENGTH OF INDIVIDUAL BRALES

Another phase of the study was to determine to what extent prices
m farmers’ local markets vary with the grade and staple length of
mdividual bales and how these variations are affected by a classificn-
tion service. Prices to growers may reflect little, if any, premiums
and discounts for grade and staple length of individual bales, even
though the production of the higher grades and longer staples generally
is rewarded on a community basis, as already indieated. But unless
substantial premiums and discounts for grade and staple length are
made on an individual-bale basis, farmers may find it advantageous
to sell poor-quality cotton in the market on the reputation of the
conununity and, by so dolug, tend to reduce the average price level
af the expense of those who produce the higher-quality cotton. In-
formation on the relationship between prices and the grade and staple
length of individual bales is shown (1) for local markets in which no
public classification service was readily available and (2) for those in
which a public classifieation service was available.

Data on grade and staple premiums and discounts are necessarily
confined to single-bale sales and to sales of lots of two or more bales
for which data on prices for cotton of specified grade and staple length
were available. Two or more bales of different grade and staple
length sold at an averaged price were designated a “round lot.”
Data on round lots were included in the analysis of the relationship
between average prices and average quality as indicated by erade and
staple length, but data on these round lots were not inciuded in the
analysis to show grade and staple premiums and discounts.

Available information is not adequate for determining the propor-
tion of the crop sold in round lots. A survey made during the season
1935-36 showed that 18 percent of the United States crop was sold
by growers in single-bale lots, 22 percent in lots of 2 to 5 bales, 18
percent in lots of 6 to 10 bales, and 44 percent in lots of more than
10 bales.” But these data do not indicate the proportion for which
differentintions in prices of individual bales were mude on the basis
of grade and staple length.

Data on more than 10,000 bales sold in round lots and on more than
22,000 bales sold in the same local markets on an individual-bale basis
during the season 193637 show that, after adjustments were made for
differences in date of sale and for differences in the quality of the
cotton, prices for round lots averaged slightly higher than prices for
cotton sold on an individual-bale basis, and that average prices
tended to vary directly with the size of the round lot.

TWRIGHT, 1. W, MAREETING PRACTICES IN FRODUCERS' LOCAL COTTON MARKETS (PREIIMINARY REPORTL
V.5 Dopt. Apr, 9% pp, iilus. 1935, [ATultDithed.}
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COTTON SOLD WITHOUT A PUBLIC COTTON-CLASSIFICATION SERVICE AVAILABLE
TO GROWERS

GRADE AND BTAPLE PREMIUMS AND DISCOTUNTS

Information collected in farmers’ local markets in which no public
cotton-classification service was readily available to growers shows
that, during the sessons 1933-36, prices averaged somewhat higher
for the higher grades and longer staples than for the lower grades and
shorter staples, but that grade and staple premiums and discounts
everaged substantially less than those quoted in central markets
(table 3). During this 4-year period the proportion of central-market
premiums reflected in prices in these local markets averaged 12 percent
for grades above Middling and 32 percent for staples longer than
% inch. The proportions of central-market discounts reflected in
prices to growers averaged 30 percent for grades below Middling and
13 percent for staples shorter than % inch.

TaBLE 3.—Average premivms and discounis for collon of speeified grade and staple
length in selected Tocal markels withou! a public classification service and in central
markels, seasons 193356

SEASGN 1932-34

Central

Loeal markets markets

Qrade and staple length Sizo of | Premiums | Premiuzms

nnd dis- and dls-
sample [.qunts 2311 caunts (0

Grade:
White:? Cents Cemiz

3—Good Middling . . .03 0.
{—A&triet Middling...._. , 28 .02
F—M1dding (basis} . L
6—3trict Low A iddling . 533 ~. {H
*—Low Aliddling . F -1
§--Strict Good Ordinary E

Spotted;
3—0Cood Middling
A—Etrirt Middlin
s—aliddling. .
E—Striet T.ow M

7—X.ow Micidling,
Staple {(inchrg):d
1—S8lierter than 24, ...
2—3% {basis)
3—ia._. --

3—Good Middling.
J4—3striet Middling.
F—2iddling (basi
f—2triet Low Midd
= Low Aliddling.
f—=Strict Gopd Ordinary
i—Gootl Ordinary
Bpotied;
3—Good Middling
4—Strict Middling..
F=Midaling. . _..__
fi—Striet Low Mididlin
i—Low Middling
Stapte (inches):¢
J—3harter than 75,
2—Z4 (bnsis).._
3144

af table
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TABLE 3.—Average premiums end discounis for colfon of specified grade and staple
length in selecled local markels without a public classification service and in central
markets, seasons 1935-86—Continued

SEASON 1035-36

Central

T.ocal markets mnrkels

{hrade ond stapla length

Premiums | Promitims
and dis- apd dis-
counts {—} { counts {—}

Size al
sample

Grade: |
White:? Cenls Cents
0. 0,48
.63 i

0

—. 81
&—S8triet Geood Ordinnry___. .o .. .. . -7
GG OradlnerF. oo mcmec e emiessmamem——————— .

Spotted: -
3—0Good Middling
+—Sirict Middliog
5—-Middling
G—Strict Low Middling__
T LW MiAnE. . e eeeea e re e ————

Staple (inches):d

1—5horter than 74
23§ (basis}
o —1a{g

Grado:
White: 1
3—Good Middling. ...
+—E8triet Middiing
5—ATiddling {hasis)
f—>Strict Low Aliddling__
T—Low Middling
§—5trict Govd Crdinary
9—Goad Crdinary.
Spotted:
F—Good MIddlng. oo . e cieiceicmecccea—neaa-
4—Striet Middling__.
5—Middling
6—Strict Low Middling
Staple (inches):{
1—3herter than 34
2—1¢ (hasis)
15{g

Sec tovtnotes nf end of table,
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¥
TaBLE 3.—dverage premiums and discounts for cotton of specified grade and slaple
Iength in selected local markels without a public classification service and in ceniral
markets, seasons 1939-56—Continued

SEABONS 1933-38

Central

Local hinrkets wnarkets

Cirade nod staple length
Fremiums | Premiums
and dis- and dis-
counts (=11 counts (-]

Size ol
sunple

Grade: .
White: ? Cents
F—Crgad Adedline. .. _.____ ceaeeae] 14 X 0. 48
4=-Striet Aluldiing. . . .43
5—Middling (basis)-- - . O
t—Strict Low Middli " , Bl . - 42
7—Low Middiing . - . - 05
§—3trict Good Ordi . . -1, 42
9—Good Ordinary. S | g —1.95
Epotted: i
3—Cood Middling. .. . e anann . . 25

jet M - , 003 . -0

5—Middling . 3 3 —. 44
g—5Strict Low Middling._ A0 . -1.02
7—Low AMiddling........._. i aaa e mam e mean . . -—~1.30

| -

2
3

| Premiums and disconpts for grale In conts per ponnd from the averags price of Middling cotton of the
same staple length aned Ior $taple in conts per pound from the aversge price of Zé-inch cotton of the same grade
sl In the samo loeat market on the safe duy.  Prices of Middling 24-Inch collon o the selected) Jacal
mnrkets averaged 9.30 cents por poubd in 1033-34, 1246 cents in 1934-35, 157 cents in 103528, and 12.02
conts in 1036-37. The corresponding central-markel quotations avernged 9.37, 1763, 1112, and 12,12 cents
p;:r 1Ex:au:u:l, respeetively.  Data for these averagoes are confined larpels ta sales made doring the Arst 8 morths
of the sensoq.

* Guotations for Middling i-inch cotton and ‘ixremiums unil diseounts Rr grade in the 10 designated
spot markets, Average premivms for Ui g-inch 2nd 1-ineh cotton at the & spot markets, Averags prominms
for staples 144 inches and longer st Memphis and New Orleans, and aversge discounts for 3{a-inch cotion
at Houston, Qelveston, and New Orleans are weighted by the pumber of bales of cotton of the same grade
and ftaple-]ongth desiznatinon sold on the same day and ineluded in the sample of cotton shown for local
markets.

1 Tnetudes Extra White cotton.  Premiums and discounis in eentrnl markets for Extra White rotton were
about the sante os for the corresponding grades of White cotton.

1 Bales sold in local markets whep classed in odd-numbered thirly-seeomds of nn Ineh were tahulated as
of the next lower sixtecnth of an inch.

+ Tncludes 134g-ineh cotton only.

Grade and staple premiums and discounts in central markets
increased somewhat with the rise in cotton prices from 1933 to 1936.
The proportion of central-market premiums and discounts for grade
reflected in prices to growers varied irregularly from one year to
another with no very definitc trends indicated. But the proportions
of central-market premiums for staples longer than % incl: reflected in
prices in local markets without a classification service inereased from
15 percent in 1933 to 40 percent in 1936. The propertion of central-
market discounts for staples shorter than % inch reflected in prices in
these markets inereased from 4 percent in 1933 to 20 percent in 1936,

Average premiums and discounts for grade and staple length varied
considerably from one local market to another, but these variations
were not very closely related to the number or the type of buyers who
operated in the markets. Differences between average grade and
staple premiums and discounts in local markets with the same number
and type of buyers were, in many instances, as great as, or greater
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than, those between the average premiums and discounts in loeal
markets with differences in number and in type of local buyers.

Grade and staple premiums and discounts in these loecal markets
were calculated on the basis of the classificavion by Government
specialists of samples taken at the gin press box, although little, if
any, of the cotfon was sold on the basis of this elassification, Infor-
mation on the classification by lecal buyers generally was not avaii-
able, but data on about 5,500 bales were obtained to show variations
in priees to growers on the basis of local buvers’ classification. Price
differentials to growers, caleulated on the basis of the classification by
local buyers of samples cut from the bales, showed that premiums for
grades above Middling averaged 74 percent and for staples longer
than % inch averaged 53 percent of those quoted in central markets.
Discounts for grades below Middling averaged 112 percent and for
staples shorter than ¥ ineh averaged 22 percent of those quoted in
central markets (table 4).

Sufficient data were not available for indicating the proportinn of
the cotton that was classed by loeal buyers before it was sold by
growers as n hasis for var’ying prices with the grade and staple length
of individual bales. Buyers in many of the local markets are reason-
ably competent classers and in some instances premiums and dis-
counts to growers, on the basis of the local buyvers’ classification, com-
paved favorably with those quoted in central markefs. Tn some local
markets cotton was bought on a “point” or “hog round” hasis witly
no attempt being made to vary prices with the quality of individual
bales. TLoeal buyers, in many instances, made no attempt to class
the cotton according to the official cotton standards for grade and
staple length hefore purchasing it, and semetimes the bales were not
even sampled prior to sale.

The inecuitableness of such a practice to individual growers is indi-
cated by data showing that in central marketls, during the season
193637 for example, Middling 7-inch cotton was worth, on the
average, about $6.70 a bale of 500 pounds more than Low Middling
“inch; $12.85 a bale more than Good Ordinary -inch: and $4.20 a
hale more than Middling '*-inch. On the other hand, Middling
s-inely eotton was worth $2.70 a bale less than Good Middling “-ineh;
$6.80 less than Middling I-inch; $16.80 a hale less than Middling
15-nch; and $27.70 a bale less than Middling 1¥-inch cotton. While
all of these qualities of cotton seldom, if ever, are available for sale
in any one local market at any given time, three or more grades of
three or more staple lengths representing differences in central-market
vajues amounting to as much as $13 a bale, or to more than 10 percent,
of the value of Middling ¥#-inch cotton, are not unusual.

Although prices in local markets without a classification service
averaged somewhat higher for the higher grades and longer staples
than for the lower grades and shorter staples, these average premiums
and discounts, in many instances. were less than the differences in
prices of individual bales of cotton of the same grade and staple length
sold in the same local market on the same day {table 5). Prices of
individual bales varied so irregularly on the basis of grade and staple




COTTON PRICES AND CLASSIFICATION SERVICE 17

length that it was not unusual for some farmers to receive counsider-
ably higher prices for cetton of lower grade and shorter staple than
other farmers received for highergrade and longer-stapled cotton
sold in the same local market on the same day. During the seasons
1933-36 prices to growers for about 7 percent of the grades above
Middling were 0.15 cent or more a pound lower; and prices of 8 percent
of the grades below Middling were 0.15 cent or more a pound higher
than the average price of Middling cotton of the same staple length
sold in the same local market on the same day.

TABLE 4.— Average %mde and staple premiums and discounts in selected local markels,
on the basis of local buyers’ olassificalion, and in ceniral markets, scasons 1933-36

Central
Local markets markets

Grade and siaple leogth
. Size of Premiums | Preminms

sample | And dis- ond dis-
V8 | sounts (—)1| counts (—3?

}
P -2 U
ERELRE PRLEED

de:

White: ! Batex Centy
. 15 045

£.074 Bh

1,057

{ .
6—3trict Low Middling.

8—>Strict Good Ordinary
Staple (inches):*
1—8horter than .. ... ...
274 (hasis)
3—15{s__

! rlo
DARS
1

BHHEE

i Promiums and discounts for prade in cents per pound (rom the average price of Middling cotton of the
same staple length and for staple ip cents per pound fromm the avérage price of J4-ineh cotton of the mame
prade sold in the same loesl market on the same day.

t Quotetions for Middling 74-inch cotton and premiums and discounts for grade In the 10-designated spot
markets, Average premiums for 13e-inch and I-Inch cofton at the 6 spet markets, average prentiums for
staples 1Ks inches and longer st Memphis and New Orleans, and averagp discounts for LHa-ineh cotton at
Houston, Galveston, and New Orleans are weighted by the numher of bales of cotton of the same grade and
staple-leagth designation sold on the same day and Included in the sample of cotton shown for local markets.

¥ Includes Extm White cotton.  Premivms and discounts In central morkets for Extra White cotton were
nbout the same os for the corresponding grades of White cotton.

 Hales sold in lneal markets when classed in odd- bered thirty 1ds of an inch were tabulated as of
the next lower sixteenth of an inch.

4 Includes 13{s-inch cotton only.

Similar comparisons for staple show that prices to growers for about
10 percent of the cotton with staples shorter than % inch were 0.15
cent or more a pound higher, and that prices of 6 percent of the cotton
with staples !¥s inch and longer were (.15 cent or more a pound lower
than the average price of %-inch cotton of the same grade sold in the
same local market on the same day.

REASONS FOR IRREGULAR VARIATIONE IN PRICES ON BASIS OF GRADE AND STAPLE
LENGTH

Irregular variations in prices on the basis of grade and staple length
may be accounted for largely by differences between the classification
on the basis of which the cotton was sold and that on the basis of
which premiums and discounts were calculated, differences in value
of cotton of the same grade and staple length designaion according
to the official standards, changes in price level during the day, and
differences in bargaining power of farmers and of local buyers

150886°—30——3
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TanLe 5.— Deviations in prices for colton of specified grades from the average price of Middling of the same staple length, and for specifled staples
- Jrom the average price of Y-inch cotton of the same grade sold on the same day in selected local markets without a public classification service,
seasons 1933-36

Quantity of indicated grade * Quantity of indicated staple length

Deviations (cents per pound) ! Good | Strict Strict Strict Shorter 1%

Low
Mid- | Low Good 1340 14s 114 1316 | inches
Mid- | Mid- Mid- than {74 inch 1 inch
diing | Mid- Ordj- 4 inch inches | inches | inches | and
dling | dling dling dling nary 726 inch longer

Bales | Bales | Bales | Bales
1 2 3 3

tol

to I,

to 1.

to 1.

to 2.

to 2.

to 2.

to 3.

t

.48 and over.
Total 12,195 | 3,641 726 218 85
1 Cenls | Cents | Cents | Cents Cenls

Mean....... r——ceans e a————— ohmeeaanaaana e 605 0.04| 0.00] —0.07] —0.43 | ~0.78 3.8
Standard error of mean. ... ! . .01 .00 .00 .00 .02 .04 11
Average deviation. .. ... ... - e (SO e .12 .11 .06 .17 .62 .60 .68
Approximate range3... _._____ . v A ceoema] 8,00 4,50 4:70 3.8 5. 00 3,70 4.10

1 Minus sign (--) means below the uverage price of Middling grade of the same staple and helow the average price of 24-inch staple of the same grade.
2 Grades of White and Extra Whitoe cotton. .
3 The approximate range was measured from the midpoint of the extreme classes.

SYAVIADIEOV IO ‘LU 'S ‘0 ‘669 NIIATING IVOINHOEL Q]
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A considerable proportion of the irregular variations in prices to
growers, on the basis of grade and staple length, may be acecounted
for by differences between the classification by (Governinent special-
ists, on the basis of which premiums and discounts were caleulated,
and thet by local buyers, ou the basis of which the cotton was bought.
A comparison of the classification by Government specialists of 11,051
samples taken at the gin press box with the eclassification by local
buyers of saniples cut from the seme bales shows differences of 1 grade
for about 37 percent and 2 or more grades for 2 percent of the bales.
A similar comparison for 7,764 bales shows differences in staple length
of ¥, of an inch for 44 percent and of % of an inch or more for 2 percent
of the bales (tables 6 and 7).

Factors that may account for these differences in classification in-
clude differences in quality of the cotton as a result of the semples
having been taken from diffcrent parts of the bale, differences in
physical condition of the sample at the time 1t wes ciassed, differences
in conditions under which the samples were classed, differences in
competency of the classers and in familiarity with the official stand-
ards, and inherent differences in the elassifieation of cotton owing to
the fact that it is not an exact science.

Tapre 6.— Proportion of bales clussified by local buyers the sanie a3, and as differing
by specified amounis from, thal by Governmenl specialista, by grade, seasons
1933-361

Size of sample Proportion classed as—

Higher grade by local: Lower grade by local
buyers than by Gov- buyers than by Qov-

§ Loeat ernmant specialists ernment spocisiists

l;uyars‘
-i cipssifi-

A 2or 2or
eation 1grado| mere 1 grade
higher | grades iower
higher

Bates Percent | Percent| Pereent Pereent
g—Strict Good Middiing. ) e .

2—Cood Middling..........) 7 i)
$—31riet Middiing._ .. i T 5 632
F—aliddling . 3, 463
f—Strict Low Middiing ... 7 i, Hs
7—Low Middling R 3% 02
5—3triot Qood Crdinar . 45
—CGaod Grdinary.....—.. 15

T OO,

BZaEg-

®

Tatal gt average... .. 11,081 | 11,0851

1 The sampies classed by loca] buyers genersily were cut front the bules, whereas most of those classed by
Governmant speciulists were taken a1 Uhe pin press box.
t White cotton only.

Op the basis of premiums and discounts quoted in central markets
during the seasons 193336, these differences between the classification
of Government specialists and that of local buyers were greai enou(gih
to account for an average deviation of 0.17 cent g pound for grade
end 0.18 cent & pound for staple length. The classification of local
buyers averaged 0.09 cent a pound higher than that of Government
classers. Although the influence of these differences in classification
on premiums and discounts for grade and staple length were com-
pensating to a considerable extent, when full gentral-market premiums
and discounts were applied on the basis of local buyers’ classifications
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and computed on the basis of the classification by Government special-
ists, premiums for grades above Middling averaged 97 percent and
those for staples longer than % inch averaged ]06 percent of those
quoted in central markets. Similarly, discounts for grades below
Middling averaged 39 percent and those for staples shorter than %
inch avemﬁ]ed 74 percent of those gquoted in central markets. Only
a part of these differences can be attributed to possible inaceuracies
in the elassifications bz local buyers (78).

TanLe 7.—Proportion of bales classified by local buyers the same as, and as differing
by specified amounis from, that by Government specialists, by staple length, sensons
1933-361

Alze nf sampla } Proportion classed as—

Lenger staple by loeal | Shorter staple by local
buyers than by Gov- btayers thar by Gov-

Staple lenpth {inches) Goverfl- ernttent specialists ernment spatialists

men

Cation | stop 3 Inch 14
cation i . e in¢h
Total }‘ll(:nm:rh or mora| Total |8 inchf o
P longer shorter

Percent Percent
0.7

e
1.
..

50,

Total or average.. ...1 7. |7mi M.ﬁi 3.3
. 1

mo!

1'The samples classed by local buyers menerally were eut from the beles, whereas most of those classed
by Government specinlists were taken at the zio press hox,

Considerable variations in prices of cotton of the same grade and
staple length designations, when accurately elassified, may be ne-
counted for by differences in the quality and commercial value of the
cotton. If differences in value for the different qualities of cotton
included within a specified grade and staple-length group, according
to the official standards, are proportionately about as great as the
avernge difference in value from one grade and staple-length group
to another, and this appears to be 2 reasonable assumption, the range
in values of cotton designated as Middling 1-inch (staples in ¥s-inch
groups), for example, amounted on the basis of premivms and dis-
counts quoted in central markets during the season 1936-37 to about
1.1 cents a pound.

It is recognized, of course, that these differences in quality within a
specified class are not always accurately reflected in prices because of
a lack of sensitiveness of the market, due in part to variations in
classing and in part to differences in bargaining power and other
factors. That fhese differences in value are recognized by the trade
is indicated by the rules of the New Orleans Cotton Exchange, which
state that: “Unless prohibited by law or by ruling of the Secretary
of Agriculture, the value of cotton “within’ midway between the grades
promulgated by the Secretary of Agriculture shall be considered the
mean of the adjacent grades” (22)., Data on 1,670 lots of cotton
sold on ex-warehouse terms in the New Orleans market during the
period December 1935 to July 1937 show that prices of 3 percent of
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the lots differed from the official quotation for the respective grades
and staple lerigths In that market by more than 0.42 cent & pound;
8 percent, by more than 0.32 cent; and 20 percent, by more than 0.22
cent. These lots varied in size from a few bales to several hundred
bales. These differences between prices and the official quotations
are accounted for, no doubt, largely by differences in the quality
and commercial value of cotton of the same grade and staple length
desiina.t.ion, and by differences in bargaining power of traders in the
market.

Changes in price level during the duny are great enough in many
instances to account for considerable differences in prices for cotton
of the same grade and staple length sold in the same local market
on the smine day, but in the computation of average grade and staple
premiums and discounts, these differences tend to offset each other.
During the first 5 months of the season for the 4 years, 1933-36, the
daily range in prices of New York futures contracts for the near-
active month exceeded 0.10 cent a pound 55 percent of the time;
0.20 cent, 15 percent; 0.30 cent, 7 percent; and 0.40 cent, 4 percent
of the time.

It is not known to what extent changes during the day in price
level in the various local markets are associated with changes in
prices of futures contracts, but the results of a survey made during
the season 1035-36 indicate that in more than 90 percent of the loca!
markets, prices were based on New York futures contracts® In-
formation on futures prices is made available currently during the
dey in meny local markets by means of the radio and through the
commercial news department of telegraph companies. Data col-
lected in a few local markets show that the price level in these markets
generally changes with reports of changes in prices of futures con-
tracts so that changes in basis are not very {requent.

Differences in bargaining power of farmers and of local buyers
doubtless account for a part of the irregular variations in prices to
growers on the basis of grade and staple length. Differences in
bargaining power result from differences in general business ability,
from differences in knowledge of the quality and commercial value
of the cotton, and from c?iﬂ'erences m financial obligations, ete.
Some growers who are in debt to local buvers may be able to exact
relatively high prices for their cotton because the buver is willing to
pay relatively high prices in order to collect on accounts, whereas
other growers who are obligated to sell their cotton to specific buyers
may be forced to take less than the prevailing market prices. Some
buvers who purchase cotton as a means of collecting debts or of
increasing their volume of business may be able to pay a considerably
higher price for cotton than other buyers not similarly situated.
Irregular variations in prices as a result of differences in bargaining
power tend to compensate each other in the computation of average
grade snd staple premiums and discounts to growers.

COTTON SOLD WITH A COTTON-CLASSIFICATION SERVICE AVAILABLE TO GROWERS

Cotton-classification services may provide {1) supplementary infor-
mation for use in selling cotton on samples, and (2) information for
use in selling on description. Classifieation services most generally
used in connection with the sate of cotton on sample include (1} the

iSga lootnote 7, p. 12,
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classification by local buyers and by representatives of cooperative
cotton-marketing associations, when this information is made avail-
able to the grower for his use in bargaining in the sale of his cotton
on sample; (2) the classification by Government classers when this
information is made available to growers for their use in selling cotton
on sample; {3) classifications by public classers for cotton sold on
samples grouged on the basis of grade and staple length and exhibited
on tables. Classification services used as a basis for selling on de-
scription ate confined largely to a relatively few local markets, ut
which the cotton is classified by public classers, who issue certificates
showing their classification slong with information on the loeation,
weight, means of identification, condition, ete., of the bale upon the
basis of which the cotton is sold.

Tt is undoubtedly true that a substantial quantity of cotton is
classified by local buyers before it is sold by growers, but it is no
kuown to what extent the resulting information is made available to
growers for their use in the sale of their cotton. As previously shown,
grade premiums and discounts to growers for cotton sold on the basis
of loeal buvers’ classification represented, on the average, about two-
thirds of those quoted in central markets (18), but information avail-
able is not adequate for indicating what part, if any, of these premiums
and discounts may be attributed to & knowledge of quality obtained
by growers from local buyers.

Information on the clagsification of cotton by representatives of
cooperative cotton-marketing associations is made available to some
growers for use in selling their cotton (8). The association’s repre-
sentative usually gives the grower a bid on the beasis of the associa-
tion’s classification so the* the cotton may be turned over to the
association, unless the grower is able to get a price from another
buyer that is higher than the bid of the cooperative assoelation’s
representative. Available data are not adequate for showing the
grade and staple premivms and discounts to growers for cotton sold
to other buyers on the basis of the classifications by classers employed
by cooperative cotton-marketing associations. But premiums and
discounts for the medium grades and staples shown on the basis and
differential sheets sent out to representatives of cooperative cotton-
marketing associations for their use in making bids to growers gener-
ally compare favorably with those quoted in central markets.

Data on prices for cotton sold on description In selected local mar-
kets on the basis of she classification of & public classer who classified
the cotton as a part of the service rendered by the local warehouse
-show substantial premiums and discounts on the basis of grade and
staple length (table 8). During the 4 years 1933-36, premiums for

ades above Middling averaged 95 percent and those for staples
onger than % inch averaged 61 percent of those quoted in central
markets. The proportion of central-market discounts reflected in
prices to growers averaged 101 percent for grades below Middling
and 134 percent for staples shorter than % inch. Grade and staple
premiums and discounts In these selected local markets varied some-
what irregularly from year to year, but during each season a substan-
tial proportion of central-market premiums and discounts for grade
and staple length was reflected in prices to growers.

1t should be realized that these local markets represent rather
specialized conditions in which cotton is eoncentrated in local ware-
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houses in volumes large enough to justify employing & public classer.
This type of classification service probably cou]strim be carried on suc-
cessiully in other markets in which these specislized conditions exist,
but it may not be adaptable to ¢ »nditions prevailing in a large pro-

portion of the smaller local market ..

TirLE B—Average premiums and discounts for cotlon of specified grode and staple
length in selecled local markets, with o public classer gt the local werehouse and in
central markets, seasons 1983-36

SEASON 1633-34

Cantmal
Locn! markets markets
Grade and staple leneth
Siza ol Preminrgs | Preminms
samaple and dis- and dis-
counts{-—)! | counds{—3?
Grade:

Waite: 3 Bualer Cents Cents
3—Coad Middlng i e 16 o.m .38
1-—3ttict Middling 1,173 .20 4
$—Middling (basis)_ ___. .00 .00
5~—Strict Low Mlddling 42 —.36 -
T—Low Middiog_ . _. 1 —. 41 —. 78

S:aple {inches): ¢

1—Sharter than 3. .o cdmma e mmmmemcscr e es e 2 - 34 s 20

2—%% (basls} . oo on 987 .00 A8

b 1 TS S 1,173 .12 .18

— - W 4T

Qrade:

White: 3
3—Cood MiddUng . __ e 873 Q.37 348
4—8triet Middllng . e aiieaaaas I %] ) .3
F—Mliddling {basis). . 931 .00 o
6—Strict Low Middling . 15 .43 —-. 47
7—Low Middling_ . . ___.____ . B -0 —-.75
8-~5trict Qood Ordinaty.. . 56 —1.08 —1.30
B—Cood CrdInArT . i Crmemmmanam—m—a 5 —3. 48 —2.41

Spotted:
3-~Good Middng. __.-.-... s 5 . (3 -
4~5triot Middling. L emeiimai.s 206 00 R
5—-Middiing. ... eeeeee 36 — 15 .38
&—Sirict Tow Midding_ ___ i3 —. 90 -, 8D
7—Low Middling_____._._.__... 20 —1.78 —1.30

Staple (inches); !

1—RhoTter PRAD 3 . e taemmmsmraeoe—emssmmeoneeea. 1 =4 - W

B 26 {DBSIS) - cn e immvemmmm s mme e ————— e —mmmnm 504 .00 ]

b SR - ——— .| 6584 A3 )

D TSR P - .- B! .33 .73

BT 1§ cve s e s mmem e mmmmm—memsmemreammmamsssa_mmmm=messe=ae= 1 .38 1.33

SEASON {93538
Grode:

TWhite:d
3—Clood Middiing. .. - B8 0,39 0. 47
{—Striot Middling__ 2,880 .38 .31
5Alidating (hasis). | 2, 2% .00 ]
6—3trict Low Middii 2,171 —.37 —.30
T—Low Middling___. b -7 —. 85
§—5trict Good Oralm B —~1.83 -1
#—Cood Ordinary. 185 —2 —~1.41

Spotted: .

b FToTs IS 1 14 L i0 {3 .25
4—Strict Midding... S, _ 333 i —.03
s—Mlddljog ... ... . 150 —. 36 —.42
$—Strict Low Middiing. _.__.......- . 40 —. 82 —. 50
f—TLow Afiddiing e amammmam e i3 —L 62 —1.37
Staple (inches): ¢

t—Shorter thar 24, ... .- 22 -85 M
278 ( 32 Nyl .0
LN 2,229 L .32
1. 173 .45 .87
5—13%s_. 3 5 95

#ee footnotes rt end of table .
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TABLE 8.—-Average premiums and discounts for cotion of specified grade and staple
length in selecied local markels, with @ public clusser at the local warehouse and n
eentral markels, seasons 1953—-36—Continued

SEAION 1830-37
Local markets g:rnﬁ?t‘;
Qrade and stapla length
Slza of Premiums | Premiums
sample | 884 dis- and dis-
Pl | connts {—) | counts {—)}
Qra-ie:

White: 3 Bales Cenilx Centy
3—Cood Middling. .. e ——————— a3 0.27 0.5
$—Striet Middling_ ... 6, 337 . .38
5—Middling (basis). ......___._____ 9,376 .00 .00
G—Strict Low Middliog. - ....... 3,732 —. 44 —. 40
—Low AMiddiing.__._._.__________ 615 —1.05 -1L18
§—28trici Good Ordinary 137 =2, —1.82
9—Good Ordloary. 18 -2, 56 —2.36

Bpotted:
3—CGood MIGANNE. oo e meamaas ] L2 .18
4=—8trict Midd\ng. . 815 —. 2 —-. 07
s—Middling....... 643 —. 5 -5
§—3trict Low Mlddling 38 —1.28 —-1L.%
T—Low Middlive., __ . a—eaaa 8 —-1.42 —1.85

Staple (Inches): 1

1—Shorter than 3. ... i 2,056 —.79 L ]

23 (basis) . o __ .00 00

oL 1 T, -] .51

1. ] M

il 1 11 S ] 1.52

L R S S 23

Grade;
Whita:?
G—Cood MIAANRE .. oo 1,210 0.35 0,49
4—Btrict Middling. . 16,954 a2 .13
5—Middling (basis).... | 12,82 .00 00
6—S5triet Low Middling. . | 6101 —.4l —. 45
T—Low MIddlIng . . e ceemamaas . 1,448 —. 52 —. 8
§—3triet Qood Ordjnary.. - 973 —1.7 -1L4
0—Good Ordinary. .. e 208 -2 —1.87

Spatted;

A—Crood MIddHDg. .o e e e T4 .09 . 1B

4—5trict Middlin 1,444 —. 11 —. 05

G=—diddling. ___._... B2 —. 47 —. 3

f—Strict Low Middling . 49 —=1.05 —1.01

T—Low Middliog .o e e 96 =L 67 —1.40
Steple (lnches): ¢

1—Bhorter than T iacecvemecam——a———- 2,087 - 79 150

3—73¢ (besie) . __ H .00 00

bl € N .2 .36

1—1 . .

f—11e..... LB 1. 51

L U RN “H 234

! Premlums and discounts for grade in conts por pound from the sversue price of Middling catton of the
same staple langth and (or staple In cents per pound from the avernge price of S4-inch cotton of the same
grade 5old In the sume Joenl market on thesame day.,  Prices of Middling 74-loch cotton in the selected incal
markets avcraged 9,05 conts per ponnd in 1933-34, 13.01 vents in 1934-35, 10.88 cents o 1935-34, and 12.08 cents
in 1#38-37. The corresponding central-market quetatlons averaped 9,17, 12,70, 10.90, and 12.07 cents per
ﬁ?tmd. respectively. Data for these avetng s afe confined largely to sales made during the first 8 months of

BSEASOTL.

t Quotations for Middling 2¢-inch cotton and preminms avd discounts for grade in the 10 designated spot
warkets, average preminms for L3g-inch and 1-inch cotton at the 6 spot markets, sverage premiims for
ataples 14{y inches and longer at Memphis and Mew Orleans, ang average discounta for 13{s-inch cotton pt
Hooston, Galveston, and New Orleans are weighted by the number nf bales of cotton of the same grade ohd
staple-length designation sold on the same day and fneluded in the sample nf cotton shown for local markets,

1 Includes Extrs White cotton, Premiums and disconots in eentral roarkets lor Extra White cotton were
abont the same as for the corresponding grades of White cotton.

4 Bales sold in local markets when classed in odd-numbered thirty-seconds of an fneh were tabulated oz of
the next lower sixtesnth of an ineh.

¥ Ineludes '#s-inch cotton only.
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Considerable difference in prices for cotton of the same grade and
staple length sold in the same mavkets on the same day was also
indicated for markets with s public classification service. In some
instances prices for some bales were actually higher than prices of
higher-grade and longer-stapled cotton sold in the same market on
the same day (table 3). But these irregular variations in prices on
the basis of grade and staple length generally were much less than
those previously shown for cotton seld on sample in local markets
without a public classification service (table 5). That these irregular
variations in prices on the basis of grade and staple length sold on
description on the basis of & public classification service were accounted
for largely by changes in price level during the day was indicated by
the fact that prices to growers for cotton of the various grades and
staple lengths sold at the same time of the day showed very little
irregularity.

In some local markets with & public classer stationed at the local
warehouse, much of the cotton was sold by the local buyer on deserip-
tion on the basis of the original classification by the public classer.
Dats on these ““second sales” show that premiums for grades above
Middling averaged 97 percent and premiums for staples longer than
1%, of an inch averaged 66 percent of those quoted in cenfral markets.
Discounts for grades below Middling averaged 104 percent, and those
for staples shorter than '¥%s of an inch averaged 45 percent of those
quoted in central markets. Some differences in prices of cotton of
the same grade and staple length sold by local buyers in the same
locel market on the same day were noted, but these differences were
also attributed almost wholly to changes in price level during the day.
Date on cotton of the various grades and staple lengths sold et the
same time of the day indicated that grade and staple premiums
and discounts in these second sales were fairly uniform from one
buyer to another in the market, and that the prevailing premiums and
discounts did not change frequently during the season.

For a number of years arrangements have been made with certein
ginners to take a sample, usually from the gin press box, from each
bale ginned during the season and to mail it to a central office, where it
is classed for the purpose of estimating the grade and staple length of
the crop. In a number of imstances, during recent. years, arrange-
ments have been made with these ginners to supply the names and
addresses of their farmer patrons, in which cases infermation on clas-
sification was mailed on cards to the growers. In most instances this
information was mailed to the furmer without n specific request from
him, and generally the cotton was sold befors ihis information was
recerved. Data were obtained during the season 1936-37 on prices
for cotton sold in seven farmers’ local markess in which this informa-
tion on classification was mailed to growers, but the data availsble
were not adequate for indicating in each instance whether or not the
grower had the information on classification at the time the cotton was

sold.

1500867 -3g——d




TaBLE 9.—Deviations in prices for cotton of specified grades from the average price of Middling of the same staple length, and for specified staples
Sfrom the average price of %-inch colton of the same grade sold on the same day in selecied local- markets with a public classer at the local

warehouse, seasons 1933-36

Quantity of indicated grade ?

Quantity of indicated staple length

Deviations (cents per pound) ! . Stri i h
i Good Striet rict Low Strlet | Bhorter 146 114
Middling| Middling| Middling) | LOW | niddiing| oOpod | othen | Hinch | ifeinch) Lineh | jnches | jnches
Buales Bales Bales Bales Bales Bales

Under —2.55. it raacaan wommemny

—0.45t0 —0.16_ _______.__.
—0,16 t0 0.14_..
0.15t0 0.44.__
0.45t00.74___
0.76 to 1.4..... .
1,05 8Nnd OVer - .o ae e aee el camaen

Mean. ..
Standard error of mean
Average deviation... ...
Approximaterange . ... _...... U

Cents
0.36
.00

.11
2.20

Cenls
0.00
.00

.04
3.70

Cents
—0.41
.00
17
3.10

Cents
~1.74
.01

.20
3.80

Cents Cenls Cents
1] 0.21

. 00 0,59
-00 .00 .00
.03 .18 .17
3.30 4.20 2.00

t Minus alfn (—) means below the average price for Middling grade of the same staple and below the average price of %4-inch staple of the same grade.

1 Qrades of White and Extra White cotton.

$ ‘The approximate range was measured from the midpoint of the extreme classes.

TEOITAOIYOV J0 “IdEA ‘S ‘A ‘669 NITITIAL TIVOINHOHIL 74
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Data obtained on prices for cotton sold in these local markets before.
cards with information on classification were received by the growers,
combined with a relatively small volume of data on prices for cotton
sold i these markets after cards with information on classification
had been received by growers, were smalyzed. The results show that
the proportion of central-market premiums reflected in prices to grow-
ers averaged only 17 percent for grades above Middling and 37 percent
for staples longer than % of an inch. The proportion of central-
market discounts reflected in prices to growers averaged 60 percent
for grades below Middling and only 6 percent for staples shorter
than % of an inch (table 10).

TABLE 10.—Average premiums and discounts for cotton of s;:eciﬁed grades and staple
lengths in selecled local markets in which information on the classification of enly a
part of the cotion was available to growers al the Wme the cotlon was sold and in
cendral markels, seasons 1936-371

Central
Loenl roarkets markets

CGrade and staple length Prem
Slle of TeTNUms
samapls ;;'];Lfi(ii'),

Grade: .
White: & Cenits
3—Qood Middling . 22 o

8483 RkE BEsBR:

Aing........
8—8triet Grod Ordlnary.

tted:
4—Strict Middling. __.____
F—Middling
6—3trict Low Middling
Btaple {inches):
1—S8horter than 74
76 (b -

1]

——

g

i
-

58582 Bu® BENEES
I

I.59

! Arrangements had been made at thesa locel markets to have s sample from each bale malled to & cantral
office wthers Tt wos elassed and tha informatlon on classification returned to the grower for his use 1a selling
the cotton.

t Preminms and disconnts for grades In cents per pound trom the avernga Drice of Middling cotton of the
samestaplelength and (or staple in cents per pound from the sverage price of Z4-ineh cotton of thesame grade
sold int the saae locel market on {hesame day, Prices of Midd)ing 74-Inch cotton In the seloetad local mar-
kets averaged 12.09 cents per pound io 193637, and the corresponding central-market quotations averagad
12.02cents per pound. Date for these averages are conflued largely to sales made during the first 8 months of
tho seascn,

1 Quotations for Middling ?4-inch eotton and preminms and discounts for grade in the 10 designated spot
markets, average preminms for *3{e-Inch and I-inch cotton at the 6 spot markets, aversge preminms for
staples 114q inches and lnnger at Mamphis and New Orlaans, and aversge discounts for @ 3e-inch cotton at
Heuston, Gelveston, 2nd Wew Orleans are wefghted b}y the pumber of bales of cottan of the same grads and
staple-length designation sold on the same day and ineluded In the sample of cotton shown for local markets.

¢ [neindes Extrs White cotton. Praminms and discounts Iz central markets for Extra White cotion
were anbout the same as for the correspending prades of Whita cotton,

s Bales sold in locsl markets when classed in odd-numbered thirty-seconds of ao inch wera tabulated as
of the next lower sixtoenth of an inch,

¢ Includes ! 3{a-inck cotton only.

The small proportion of central-market premiums and discounts for
grade and staFIe len%fh reflected in prices in these local markets is
argely

accounted for ¥ the fact that, in most instances, the informa-
tion on elassification did not reach the grower until after the cotton
was sold. Data on the time intervening between date of ginning and
the date of sale by the grower show that in the markets in which this

classification service was made aveilable during the season 193637,
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about half of the cotton wes sold on the day it was ginned and more
than two-thirds of it was sold within 2 days after it was ginned. As
this plan was set up, the minimum time required to get the information
on classification to growers was about 3 days, and in most instances
considerably more than 3 days were required. These facts emphasize
the problem of making information on classification available to grow-
ars In time for them to use it in selling their cottun,

In local markets in which information on the classification of only a
part of the cotton was available at the time the cotton was sold,
differences between prices of cotton of the same grade and staple
length sold in the same local market on the same day in meany in-
stances were substantially greater than the average premiums and
discounts for grade and staple length reflected in prices to growers
(table 11). As already indicated for cotton sold in markets without &
public classification servics, these irregular variations in prices on the
basis of grade and sieple length for cotton sold in the same local
markets on the samne day are accounted for largely by differences
between the classification on the basis of which the cotton was sold,
and that on the basis of which premiums and discounts were cal-
culated, differences in value of cotton of the ssme grade and staple-
length designation according to the official standards, changes in price
level during the day, and differences in bargaining power of {armers
and of local buyers.

TasLe 11.—Devialions in prices lo growers for colton of specified grades from the
average price of Middling of the same staple length, and for specified staples from
the average price of ¥-inck collon of the same grade sold on the sante day in selected
{ocal markels {n which information on the classification of only a pari of the cotion
was availeble fo growers af the time the cotion was 30ld, season 1936-37

Quantity of indicated grade * Quaneity of indicated staple length
Deviatlons {cents fot Short
per pennd} ! Qood | Striet | pr.y Strie Low grier o
Mid. | Mid- | Mid-| Lew D ppg | than f 76 tde | i f e

dling | Mid-

dling | diing i dling ingh [ imch { inch |ineches

inch

Boles | Baler | Baies | Bales | Bales | Bales | Bales | Balea | Boler | Bales
Uoder =385 .. e el 2 2 N . . il -
—1.85t0 — 166, -

—1,65 to —1.36__
~ 135t LG ...
~1.05 o —0.76_, __

=

o G £ O e T B e £

et

G5 36 ki 520 476 &

Cents | Cenlx | Cenly | Cenle | Cenfa | Cenis

1N S 9.07 006 | 0.00) —0.20| —1.34| —0.0¢ ] —0.00| €.17 | £.47 0,47
Standard error of mean | .02 N1l .Gl L2 .13 W04 &1 i) 2 H
Average deviation.......} .09 it .12 .38 ] L15 .15 .25 .o -
Approximate ranged____| .50 10| 3.9 4. 90 30 1,00 2, 3RO 00 1.40

1 Minus sign {—} mesns below the average price for Middifog grade of the same staple sod below the
average price of 34-inch staple of the same grade.

t Orades of White snd Extra White cotten.

1 The epproximste tange was measured from the midpoint of the extrems elasses.




COTTON PRICES AND CLASSIFICATION SERVIQE 29

PREMIUMS AND DISCOUNTS WITH, YERSUS WITHOUT, A PUBLIC COTTON-
CLASSIFICATION SERYICE TO GROWERS

A comparison of the results presented in the preceding sections shows
that premiums and discounts for grade and staple length in local mar-
kets were generally substantially greater for cotton sold on the basis
of a public classification service than for that sold without such a
service. In local markets in which cotton wns sold on deseription
on the basis of the classification of & publie classer who classed the
cokton as a part of the services rendered by the local warehouse, pre-
miums and diseounts for grade and staple length generally represented
a large proportion of those quoted in central markets and were, on
the average, substantially greater than those in local markets without
a public classification service. In local markets in which arrange-
ments had been made to have & sample from each bale mailed to a
central office where it was classed and the information on classification
mailed to the grower, but generally the cotton was sold before this
information on classification was received, premiums and discounts
for grade and staple length were generally substantially less than those
quoted in central merkets and were, on the average, not much greater
than those in markets without & public classification service.

During the season 1836-37, for example, the proportion of central-
market premiums and discounts for grade and staple length reflected
in prices to growers averaged asbout 78 percent for cotton sold on
description on the basis of the classification of & public classer who
classed the cotton as a part of the services rendered by the local ware-
house; about 37 percent for cotton sold in markets in which arrange-
ments had been made to have a sample from each bale mailed to =
central office where 1 was classed and the information on classification
mailed to the grower, but generally the cotton was sold before this
information was received; and about 33 percent for cotton sold in
local markets without a public classifiention service (fig. 4}.

Premiums and discounts for grade and staple length of cotton sold
on description on the basis of the classification of a public classer
stationed at the local warchouse were calculated on the basis of the
classifications used in selling the cotton, whereas those for cotton sold
in other local markets were caleulated on the basis of the classifica-
tions of Government specialists, slthough little of the cotton was sold
on the basis of this classification. The classification by Government
specialists of samples, usually taken from the gin press box, was
different from the classification by local buyers of samples cut from
the same bales for a considerable proportion of the cotton for which
records were obtained. Premiums and discounts, ealculated on the
basis of the classification of loeal buyers, were found to be somewhat
greater than those calculated on the basis of Government classifice-
fion. But after making due allowances for the influence of these
differences in classification, grade and staple premiums and discounts
for eotton sold on description on the basis of the classification of 2
public classer stationed in the market were substantially greater than
those in other selected local markets.

Irregular variations in prices on the basis of grade and staple length
were substantially less for cotton sold on the basis of the classification
of a public classer stationed at the local warehouse than for that sold
in other local markets. During the season 1936-37, for example, the
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deviations in prices for cotton of the same grade and staple length
sold in the same local market on the same day averaged 0.1 cent a
pound for cotton sold on the basis of the classification of a public
classer stationed at the local warehouse, compared with an average
of 0.2 cent for cotton sold in other local markets.

CENTS
PEHZFODOUND GRADE STAPLE LENGTH
. Locad roarkats without a public claasification awrvice.
1.50 === py Lacal markets with imformation on classification of oniy & part ]
4 of 1he cotton avalfable at the tima cotton was sold.
1.00 —— a Local markars with a public classer statfoned in th markal,
E Central merkeota
50
BASE
LU ?.
4@
=50 Zx
%
400 f;:;
7
=
«1.50 2::
-2.00 3
2,50 1 1y 1] [ Il It 1 1 11 11 14 L1 ]

SHORTER
G.M. 5.M. M. SL.M. LM S56.0 TmHna W 154 1 Vg

FIGURE 4.—AVERAGE PREMIUMS AND DISCOUNTS FOR GRADE AND STAPLE LENGTH
IN SELECTED LOCAL MARKETS AND IN CENTRAL MARKETS, SEASON 1936-37.

The proportion of premiums and diseounts for grade and staple in central markets
refliected in prices to growers averaged 78 percent for cotton sold on deseription
on the basis of the classification of a publie classer stationed at the local ware-
house, 37 pereent for cotton sold in loeal markeis in which information on the
classification of only a part of the cotton was available to growers at the time
the cotton was sold, and 33 percent for cotton sold in local markets without a
public classification serviee.

FACTORS AFFECTING THE USEFULNESS OF A COTTON.
CLASSIFICATION SERVICE

The usefulness of a cotton-classification service may be materially
influenced by (1) the adequacy of the samples on the basis of which the
classifications are made, (2) adequacy of the standards on the basis
of which the various quality elements are evaluated and described,
(3) accuracy in the evaluation of the various quality elements repre-
sented by the samples on the basis of the established standards, and
{4) confidence on the part of growers and of buyers in the adequacy
of the classification services and their willingness to sell and buy cotton
on the basis of this infurmation.

ADEQUACY OF THE SAMPLES

The adequacy of the sample from a bale is determined largely by
the degree of uniformity in quality throughout the bale, the part of
the bale from which the sample is drawn, the method of obtaining the
sample, and the care taken in handling and conditioning the sample.?
Unless the sample classed represents at least feirly accurately the

P MaRTIN, SaM W, and CLEAVES, FLORENA. 3AMELING AMERICAN COTTOX (PRELIMINARY REPOAT).
U. B. Dept. Agr. 37 pp., illus. 1536, [Mimeographed.)
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quality or qualities of cotton in the bale, the classification may be
nusleading. In addition, the physieal condition of the sample needs
to be such that the various quality elements represented can be
evaluated on the basis of the otlicial standards with a fair degree of
aceuracy.

Bales uniform in quality throughout offer few difficulties in connec-
tion with obtaining representative samples, but those containing
cotton of different qualities in different portions of the bale, including
plated bales, two-sided bales, mixed-packed bales, ind other mixtures,
offer real difficulties in this connection. Awailable data are not ade-
quate for indicating even fairly accurately the proportion of American
cotton packaged in bales not uniform in quality throughout, but
information furnished by buyers interviewed throughout the Cotton
Belt indicates that as much as 12 pereent of the bales marketed in the
Iinited States during the season 1932-33 were considered to be two-
sided.® Government regulations specify that—
if a smnple drawn from one part of a bale is lower in grade or shorter in staple
length than one drawn from another portion of such bale * * ¥ the classi-
fication of the bale shall be that of the sample showing the lower grade or shorter
length (360).

Differences in the classifieation of samples from the same bales, as
& result of their having been taken from different portions of the bale,
and of differences in physieal condition of the snmple may be great
enough to result in substantial gains or losses in individual instances
i which the cotton 1s bought on the basis of the classification of one
sample and sold on the basis of the classification of another sample.
Extreme differences, accounted for in part by differences in sampling,
are exemplified by a comparison of the classification of samples taken
at the gin press box with that of samples cut from the bales.

For example, a comparison of the classification by specialists of
2,592 samples tuken at the gin press box with that of sainples cut from
the two sides of the same bales showed differences which, on the basis
of central-market quotations in 1934-35, were great enough to account
for differences of 0.23 cent or more a pound for 39 percent of the
spmples a~d of 0.08 cent or more a pound for 72 percent of the samples.

Such deviations in classification may be accounted for by {1) differ-
ences in phvsical condition of the samples, as a result of their having
been taken by different methods nnd possibly as & result of some differ-
ences in handling and conditioning, (2} differences in the quality of
cotton in the samples, as a result of their having been taken from
different portious of the bale, and (3) differences in judgment as to
classification on the part of the classers. Differences in physionl con-
ditions of the sample are reflected largely in bias or in net difference
in classification. A comparison of the classifieations of the samples
taken at the gin press box with those cut from the bales shows very
little net difference or bias,

Differences in classification attributed te differences in quality of
the cotton, as a result of the samples having been taken from different
portions of the bale, were great enough to result in very subsiantial
gains or losses in individual instances if the cotton had been bought
on the basis of the classifiention of one sample and sold on the hasis
of the classification of another sample from the same bale. But such
differences are compensating in nature, so that for lots of cotton con-




32 TECHNICAL BULLETIN 699, U, 5. DEPT. OF AGRICULTURE

sisting of a hundred or more bales the average value, as indicated by
the classifiention of one set of samples, generally tends to be about the
same as that indicated by the classification of another set of samples
from the same bales,

Provisions for drawing, handling, and conditioning the samples so
that the quality elements can be correctly evaluated and means for
correctly identifying the sample with the bale from which it was drawn
are important factors affecting the adequacy of the sample. As a
means of assuring the representativeness of samples, provisions are
made for having official samples drawn, prepared, and identified by
qualified samplers who may be licensed and supervised by the Bureau
of Aericultural Economics, but these means are not in general use (30).
The identification of the sample with the bale from which it was drawn
can be facilitated by mesns of permanent identification of the bale.
A device for the permanent identification of the bale has been devel-
oped by the Bureau of Agricultural Economics, but this device is not

in general use.”
STANDARDS FOR QUALITY

The usefulness of a classification service in marketing cotton depends
largely upon the adequacy of the standards on the basis of which the
various quality elements are evaluated and described. As already
indicated earlier in this bulletin, the quality elements include all the
physical properties of cotton that affect its usefulness, and generally
they are described for commercial purposes in terms of grade, staple
length, and charscter.

flicial standards for grade are established (29}, and their practical
usefulness is indicated by their general use in the purchuase and sale
of cotton in the United States and by their aceeptance by all the lead-
ing European and Japanese cotton exchanges. The extent of their
use in the United States is indicated by the fact that during the season
1930-31 about 68 percent of all domestic-mill purchases of raw cotton
were described for grade by reference to the official standards, and
about 81 percent of the cotton submitted by domestic mills for arbi-
tration during the 4-vear period 1929-32 involved the use of the official
standards.! In addition, the elasgification of all cotton delivered on
futures contracts in the United States is based on the official standards.

Official standards for length of staple are also established and are in
general use in the United States (29). That these standards are of
practical usefulness in merchandising cotton is indicated by the fact
that during the season 1930-31 almost half of all domestic-mill pur-
chases of raw cotton were based upon the official standards for length
of staple.!

Although the quality elements included under the term “character”
generally are recognized to be of great importance in determining the
spinning utility of cotton, official standards for measuring these
quality elements have not been established. Specifications for char-
acter are made, in buying and selling cotton, by means of private
types, by designating normal character as represented by the official
standards for length of staple, by descriptive terms, or by locality of
growth. Data obtained through a survey of domestic mills show
that during the 4-year period 1929-32, when character was the ques-

0 WRIGRT, J, W. PERMANENT IDENTIFICATION OF COTTON BALES. (PRELIMINARY REPORT.) 0. 5. Dept.
Agr. 28 pp., ilus, 1997, [Mimeographed.]

WWRIGRT, J. W. TBE OF THE OFFICIAL COTTON STANDARDI OF THE UNITED STATES. (PRELIMINARY
REFORT,) U.A. Dept. Agr. 22 pp..illus. 1934. [Mlmeographed.]
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tion at issue in arbifrations, approximately 87 percent of the cotton
had been described for these elements of quulity in terms of private
types, about 3 percent in terms of official staple standards, and the
remginder by various combinations of methods involving the official
staple standards, private types, and origin of growth.

The lack of standards for the elements of quality included under the
term “‘character’” hmit the basis for, and restrict the usefulness of, a
cotton-classification service.

YARIATION IN CLASSIFICATION

The usefulness of & cotton-classification service is influenced largely
by the accuracy of the evaluations of the various quality elements in
the sample, as well as by the representativeness of the sample and by
the adequacy of the standards on the basis of which the quality ele-
ments are described. The accuracy in evaluating the quality elements
in & sample may be materially influenced by the competency of the
classer, the conditions under which the sample is classed, and the
physical condition of the sample at the time of classifieation. The
classification of individual semples is subject to some variation on the
part of almost all classers even under the most favorable conditions
(3); but, for competent individuals evaluating the same samples under
similar conditions and on the basis of the same standards, such differ-
ences are compensating in nature, so that for a substantial volume of
cotton the average value, as indicated by the elassifieation of the differ-
ent classers, generally tends to be about the same.

Data available on variations in classification, although limited some-
what in volume and in scope, show considerable differences in some in-
stances between the classifications of the same sample by competent
and unbiased classers working under favorable conditions. For a
substantial volume of cotton the net difference between such classifica-
tions of the same samples and between the classifications of samples
taken from the gin press box and those of samples cut from the same
bales, apparently were so small that, so long as no individual bales
were selected or rejected by the buyer or the seller on the basis of
anether classification, the cotton could have been bought on one classi-
fication and sold on the other classification with very little average
gain or loss from differences in classification. But differences shown
for the classification of individual bales were great enough, in some in-
stances, to account for substantial gain or loss on some individual
bales, had they been bought on the basis of one classification and sold
on the basis of another elassification.

A comparison of the classification of 4,600 samples by different
specialists showed variations which, on the basis of central-market
quotations in 1934-35, would have accounted for differences in velue
of 0.23 cent or more & pound for 22 percent of the samples and 0.08
cent or more & pound for 38 percent of them. Such differences in the
classification of individual bales are known generally in the trade and
are taken into account in making transactions (27). Furthermors,
considerable improvements in the aceuracy of classification have been
made during recent, yvears.

Differences in indicated values, as a result of differences in classifica-
tion, are generally not great in comparison with differences in values of
cotton of the same grade and staple-length designation. As already
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indicated {p. 20), differences in value, as a result of differences in the
quality, of cotton of the same grade and staple-length designations,
when accurately classed according to the official standards, may exceed
1 cent a pound. Any iack of precision in classing may inerease the
range in quality of cotton described by the same grade and staple-
length designation, and the fact that samples mudway between grades
may be described by different grade and staple-length designations
by different classers for apparently equally good reasons tends to exag-
gerate differences in classing and may account for a substantial pro-
portion of the differences as previously indicated.

CONFIDENCE [N THE ADEQUACY OF THE CLASSIFICATION SERVICE AND
WILLINGNESS TO USE IT

The general acceptability and usefulness of a cotton-classification
service to growers also depend upon the availability of the service,
confidence in the adequacy and dependability of the classification,
and willingness of growers and buyers to sell and buy cotton on the
basis of such classification. The time intervening between the ginning
and the sale of cotton is an important consideration in providing grow-
prs with o classification service on the basis of which to sell. In addi-
tion, the facilities and personnel available or that could be made
readily available, along with the costs involved, are important con-
siderntions in making available to growers a dependable classification
service,

The fact that much of the cotton is sold soon after it is ginned indi-
cates that unless growers are willing to delay their selling somewhat,
the information on classification for their use in selling would have to
be made available soon after the cotton is ginned. Data collected in
14 Tocal markets during the season 1935-36 and in 44 markets during
the season 1936-37 show that more than half of the cotton was sold on
the day it was ginned and that about four-fifths of it was sold within 5
days after it was ginned (table 12). Records obtained during the
season 1936-37 on 32,210 bales of catton sold in local markets on the
basis of the classification of a public classer stationed at the local ware-
house show that the time intervening between the classification of the
cotton and the sale by the grower was generally about the same as that
between the date of ginning and the date of sale, as shown in table 12.
These data on sales are confined to bales for which informatiou on
prices were obtained, and the probability that the record for a bale
would be included in the price data was perhaps somewhat greater for
cotton sold soon after it was ginned than for other cotton.

TanLk 12— Collon sold in selected local markets on spectfied number of days afler it
was ginned, sensons 1835-36 1
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It is not very definitely known to what extent growers would delny
their selling, if necessary, in order to obtain information on the classi-
fication of their cotton. Growers throughous the Cotton Belt were
interviewed during the 1935-36 season, and their replies to questions
asked indicate that slightly more than balf of them would be willing to
delay the sale of their cotton as long as 5 days for the sake of having a
relinble and impartial classification as & basis for selling it.* These
reactions of growers generally were based on very limited information
on the practical usefulness of a public classification service, and they
may not be fypicel of the attitudes of farmers based on practical ex-
periences with such a service. Apparently, the proportion of the
growers that were willing to delay selling their cotton for 5 days or
more in order to obtain a reliable classification as a basis for selling it,
was somewhat greater in communities in which a public classification
service was avallable than in other communities,

Confidence in a classification service is influenced largely by the
dependability of the classifications, whiek, in turn, are mfluenced to a
considerable axtent by the adequacy of the standards used, the repre-
sentativeness of the samples, the conditions under which the samples
are classed, the competeney of the classers, and the way in which the
information on classifications may be used. Although the official
standards for grade and staple length are used to a considerable
extent in merchandising cotton, the classifieation of cotton as an ade-
quate basis for sale on description is limited somewhat by the lack
of standards for character. Since the dependability of the classifi-
cations may be influenced to a considerable extent by the adequacy
of the samples, provisions should be made for securing samples that
are truly representative of the quality or qualities of cotton included
in the bales and for assuring that each sample be correctly identified
with the bale from which it was drawn. Furthermore, as already
indicated, the nature of cotton elassing is such that there may be
considerable differences in the classification of individual samples
by competent classers even under the most favorable conditions.

But despite these limitations, the classification of cotton on the
basis of the established standards may be accurate encugh for cotton
to be bought on the basis of the classificntion by one competent and
unbinsed classer and sold on the basis of the classifiention by another
competent and unbiased classer, working under similar conditions,
with reasonable assurance that anv differences in the classifications of
individual bales will be counterbalancing in nature so that on the
average for a substantial number of bales, very little gain or loss will
result from differences in classification. .

Contfidence in the classifications by competent and unbiased classers,
working under favorable conditions and with careful supervision,
may be materially reduced by permitting the selection of bales that
appear to be underevaluated, and the rejection of bales that appear
to be overevaluated on the basis of another classification. ]§at.a.
on the classification of & limited number of samples under rather
favorable conditions bv specialists indieate, for example, that if
individual bales were correctly evaluated on the basis of one classifi-
cation, almost 9 percent were overevaluated, on the basis of central-
market quotations, more than 0.22 cent a pound and that about 13
percent were underevaluated more than (.22 cent a pound on the

1 Sge foolnote 7, p. 120
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basis of another classification of the same samples by specialists.
Similar data on the classification by specinlists of samples taken at
the gin press box and of those cut from the same bales show, for
example, that if the individual bales were correctly evaluated on the
basis of the classification of samples cut from the bales, about 17 per-
cent were overevaluated more than 0.22 cent a pound and that 20
percent were underevalunted more than 0.22 cent on the basis of
the classification of samples from the same bales taken at the gin
press box.

Biased or less competent classers, classing under less favorable
conditions, may show considerably greater differences in elassification
than those shown for specialists. In addition, differences in value
of cotton of the same grade and staple-length designation, as previ-
ously indicated, when nccurately classed on the basis of the official
standards. might be used as a basis for selecting or rejecting individual
bales, and if this were permitted, it would alse tend to undermine
confidence in & classification service.

A means of building up and maintaining confidence in a classifica~
tion service (in addition to providing adequate standards. representa-
tive and suthentic samples, improved conditions under which the
cotton is classed, and adequate supervision of the classifieation) is
to provide for selling all cotton in farmers’ local markets on the
basis of the classification of a relinble agency and to permit no selec-
tions or rejections of individual bales on the basis of other information
on quality. Under such situations, differences in value of cotton of
the same description, as a result of variations in classification and of
differences in guality of the cotton of the same deseription when
accurately classified, would be offsetting in nature, so that, on the
average, no significant gain or loss would result from differences in
value of cotton of the same description.

Any change from the practice of selling cotton in farmers’ local
markets on the basis of little information on quality to the practice
of selling it on the basis of a classification service would require, in
addition to confidence in the classification, cooperation on the part
of growers and of buyers in the use of this service. Awvailable infor-
mation is not adequate for indicating to what extent farmers and
local buyers in the various localities would be willing to so cooperate.
Growers who produce the higher quality cotton would be benefited
by such a change, but these benefits would be had largely at the
expense of the growers who produce cotton of lower quality.

Sinee producers of cotton lower in quality than the average for the
community stand to lose from the mmauguration of & cotton-classifi-
cation service upon the basis of which cotton would be seld strictly
on a quelity basis, it is not surprising that & survey of growers through-
out the Cotton Belt in 1135-36 indicated that 30 percent of them did
not want such a service. A similar survey of the marketing agencies
shows that buvers of more than a half of the erop indicated an unwill-
ingness to base their purchases in local markets on official classifica-
tion.® 1t should be remembered in this connection that these resc-
tions are based, as a rule, on very limited experience with a public
classification service and that they may not be typical of the attitudes
of buyers under other conditions.

1 Bee footnote 7, p. 12,



http:til)n.13

COTTON PRICES AND CLASSIFICATION SERVICE 37

INFLUENCE OF PRICES TO GROWERS ON QUALITY OF COTTON
PRODUCED

Practices in farmers’ local cotton markets may encourage quality
improvement by reflecting differences in the value of cotton for
spinning purposes in prices to growers, or they may discourage quality
production by not varying prices on the basis of quality. An increass
In grade and staple premiums and discounts would tend to encourage
the use of planting seed of improved longer-staple varieties and to
stimulate greater care in harvesting, conditioning, and ginning so as
to preserve the spinning qualities of the fibers, Differences in yields
obtained also constitute an important factor in determining the kind
of cotton that growers can produce most profitably. When prices
to growers fail to vary appreciably with grade and staple length,
growers are naturally more iterested in yields than in quality, and
they tend to select the higher-yielding varieties, to harvest at the time
and by the method that involves the lowest cost, and to have the
cotton ginned in the condition and at the gin that will give the highest
turn-out, regardless of other important considerations.

The possibilities of and limitations to improvement in the quality
of cotton produced in different localities of the United States vary
considerab{)y as a result of differences in soil and climate and in
damages from insects and diseases. The soils in different parts of the
Cetton Belt vary considerably i texture, in plant-food elements, and
in moisture content. The climate also shows wide variations. In
some sections insect pests and diseases are numerous, whereas in
others they are of httle or mo consequence. Different varieties
respond differently to these conditions, so that some varieties are
better adapted to some soils and climatic conditions and less affected
by imsects and diseases than are others. As a consequence, improve-
ments, particularly in staple length and in character, are limited by
the extent to which the improved varieties can be adapted to the
conditions in the various parts of the C'otton Belt and by differences in
relative costs of producing different varieties in the various localities.

Furthermore, it should be recognized that the extent of such
improvements, even under the most favorable conditions, may be
limited somewhat by decreases in staple premiums as a result of:
(1) Increased proportions of the longer staples produced in the
United States along with increasing propertions of the medium- and
longer-staple varieties produced in foreign countries; (2) substitution
of the shorter- for the longer-staple varieties as a result of the develop-
ment of finer and relatively stronger fibers, and of changes in mill
machinery and manufacturing technique; and (3) increased production
of synthetic fibers that compete more directly with the longer than
with the shorter staples.

Results of variety tests, as reported by State agricultural experi-
ment stations, were analyzed as a means of indicating the relationship
between staple length, yield, and comparative value per acre.!
These reports on variety tests are not complete in that information
on quality elements, other than length of staple, are not given, and
they are not conclusive because they do not indicate the possibilities

t The comparative value per acre represents the value of the lint eotion sad cottonseed mlnus the costs
uf picking and ginning.
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of and limitations to further improvemenis in the varieties tested
or the development and introduction of new varieties. But, despite
these limitations, the results contribute to an understanding of the
problem of quality improvement. They emphasize the importance
of taking into account differences in average yield, as well as differ-
ences in prices received, for cotton of different staple lengths in
i:{etelrmining the varieties that can be grown most profitably i each
ocality.

Differences in yields of the varieties reported are apparently such
that, in some communities, the longer-staple give a higher comparative
"value per acre than shorter-staple varieties, even with no premiums
for staple length. Under such conditions both yields and prices
already favor the production of the longer in preference to the shorter
staples. In other localities, the differences in yields of the varieties
reported are apparently such that the medium- and shorter-staple
give as high or a higher comparative value per acre than the longer-
staple varieties, even with full central-market premiums and discounts
reflected in prices to growers. Under these conditions shifts to the
longer-staple varieties are not likely to be made as a result of differ-
ences in prices.

Intermediate between these extremes are localities in which differ-
ences in yields of the varisties reported are apparently such that, with
little or no premiums and discounts for staple length, the medium-
and shorter-staple varieties give the highest comparative value per
acre, whereas with central-market staple premiums and discounts,
the longer-staple varieties give the highest comparative value per
acre. In localities in which these intermediate conditions prevail,
the extent to which prices to growers vary with staple length may
affect materially the quality of the cotton produced.

In caleulating the comparative valie per acre, no account was taken
of the possible differences in grade resulting from differences in date
of maturity and other factors, in the strength and uniformity of the
fibers, in cost per 100 pounds of picking seed cotton, and in cost of
planting seed. These factors were omitted from the calculations,
not because they were considered unimportant, but becsuse data
available were not adequate for measuring the possible influences of
ench of these factors. It is realized that the factors not included in
the calculations may be of enough importance te increase considerably
the differences shiown or perhaps in some cases to change the order of
relative desirability of different varieties from that indicated by the
comparafive value per ncre.

Grade is an especially important factor in this connection because,
with the same care in harvesting, handling, and conditioning prier to
ginning, the grade tends to vary inversely with length of staple.
This tendency is evidenced by the fact that, for sced cotton with the
same percentages of moisture and of foreign matter, the difficuities of
removing foreign matter and of maintaining smooth preparation
during the ginning process are substantially greater for the longer-
thaun for the shorter-staple cottons (9, 10). Differences in grade as a
result of such differences in effectiveness of the ginning process may
offset, at least in part, the advantages ot the longer staples.
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MEANS OF MAKING DESIRABLE ADJUSTMENTS IN THE QUALITY
OF COTTON PRODUCGED

Results of variety tests conducted by experiment stations through-
out the Cotton Belt, along with other information, indicate that the
income of growers in many localities could be materially improved
and their competitive positions strengthened by improving the
quality of cotton produced, although apparently the staple length of
cotton produced by some growers in some localities is already as

+long as, or longer than, conditions warrent. The advantages to

individual growers of such improvement could be materially increased
by improving the price-quality relationships in local markets so that
a larger proportion of eentral-market premiums and discounts for
grade !mdp staple length would be reflected in prices to growers.

Menns of effecting and mamtaining needed improvements in the
quality of cotton produced include, in addition to improvements in
the price-quality relationships in farmers’ local markets: (1) The
selection and development of improved varieties along with plans
for making readily and regularly available to growers at reasonable
prices an adequate supply of planting seed of such varieties; (2) the
standardization, on & community basis, of improved varieties rela-
tively best adapted to conditions in specific areas; (3) the harvesting
of cotton at a time and in such a manner as to preserve its quality;
(4) means for proper conditioning of cotton prior to ginning, along
with suitable conditioning, cleaning, extracting, and ginning equi
ment operated so as to prevent gin damage; {5) the use of suitable
bagging and sioring faciﬁties to prevent weather and other forms of
damage to the cotton after it is ginned.

Price-quality relationships in farmers’ loeal markets can be improved
by establishing and maintaining a practical and dependable cotton-
classification service, by producing cotton of more uniform quality
in each community, and by supplying farmers with adequate informa-
tion on prices. The skill and training required to class cotton aceu-
rately are such as to make it impracticable for each grower to class
his cotton according to the official standards as a basis for sale. Many
local buyvers are not expert cotton classers and, in addition, their
financial interests may result in some bias in their classifications.
Under such conditions a practieal and dependable cotton-classification
service to growers appears to be essential to the discriminate buying
of cotton in farmers’ local markets strictly on the basis of quality.

It 1s evident from a consideration of the factors affecting the useful-
ness of a cotton-classification service (p. 30) that such a service, to
be ¢" maximum usefulness, would require;

(1) Provisions for obtaining samples that are truly representative of the quality
or qualities of cotton in the bale along with means for eorrectly identifying the
sample with the bale from which it was drawn.

{2} Uniform standards upon the basis of which the quality of the cotton can
be described for commereial purposes with a reasonable degree of accuracy.

(3) Competent and reliable elassers, facilities conducive to accurate classifica-
tion, and means for adequate supervision of the classifications by a competent
and reliable agency.

(4} Facilities for assernbling the samples, recording the classifieations on
convenjent {orms, and making the information available te growers in time for
their use in selling the ecotton.

(5) Confidence on the part of growers and of buvers in the adequacy of the

classification service and their willingness to sell and buy cotton on ihe basis of
this information.
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To build up and meintain this confidence and cooperation, provi-
sions should be made for selling cotton in farmers’ local markets
strictly on the basis of the classification service, with no opportunity
to select or reject individual bales on the basis of some other classifi-
cation. Definite information on the extent to which these provisions
can feasibly and profitably be met is needed as a basis for determining
the advisability of attempting to establish and maintain such a
classification service in the varlous localities.

The practical difficulties in connection with meeting these require-
ments would doubtless vary somewhst from one locality to another,
and the successful operation of a cotton-classification service to growers
in one market, under one set of conditions, should not be interpreted
to mean that a similar service could be established and maintained with
equally good results in every other market. The volume of cotton
sold, fhe facilities available, or that could be made readily available,
and the attitudes and reasctions of the persons involved may differ
substantially from one locality to another. These differences are
important practical considerations in determining the advisability
of attempting to establish and maintain & cotton-classifreation service
to growers in the various localities.

A practical and dependable cotton-classification service to growers
would increase the bargaining power of farmers who produce the
higher qualities of cotton and encourage quality improvement, would
increase the usefulness of price quotations for grade and staple length,
make possible a reduction in the waste from resempling, improve the
collateral velue of warehouse receipts, and make possible other
economies in cotton marketing.

Discriminate buying in local markets on the basis of quality can be
facilifated by producing cotton of more uniform quality in each com-
munity so that the volume of cotton of each quality produced in each
community will be large enough to be handled more economically.
Although some growers in some communities may already be pro-
dueing varieties with staples as long as, or longer than, conditions
warrant, information available indicates that increased profits can be
obtained in many communities by standardizing the production of
the improved varieties. Information regarding varieties relatively
best adapted to conditions in the various localities may be obtained
from county agricultural agents and from State agrieultural experiment
stations.

Supplying farmers with adequate information on prices Is a necessary
aid to improvement. Farmers in each community need information
on cotton prices in central markets and in nearby points of concen-
tration, including prices for Middling %-inch cotton and premiums
and discounts for the various other grades and staple lengths.

SUMMARY AND CONCLUSIONS

Cotton of the higher qualities is usually worth more for spinning
purposes than cotton of the lower qualities, and prices in central mar-
kets usually reflect. fairly accurately these differences in spinning value.
But information obtained during recent years shows conclusively that
prices to individual growers in many local markets reflect only 2 small
proportion of central-market premiums and discounts for grade and
staple length. Such a situation encourages the production of the
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Jowsr grades and shorter staples and may influenee sdversely the
competitive position of American cotton in foreign markeis.

It is believed gensrally that a practical and dependable cotton-
classification service to growers, along with adequate information on
prices, would increase grade and staple premiums and discounts to
individual growers, thus encouraging the production of cottoun of the
better qualities and would tend to increase the net income o growars
as 4 Eroup. .

Data collected during the 4 years 1933-36 in selected local markets
throughout the Cotton Belt were analyzed to show prices to growers
on the basis of grade and staple lengéh for cotton sold in representative
local markets (1) in which no public classification service was available
and (2) in whicl the cotton was sold on description on the basis of the
classification of a public classer. In addition, date were obtained
during the season 193637 in local markets in which arrangements
had been made to have a sample from each bale mailed to a central
office, where it was classed and the information on classification mailed
to growers. but zenerally the cotton was sold before this information
was received. Data obtained in the various markets were analyzed
to show differences in average prices to growers and in average
premiums and discounts for grade snd staple length.

Tt was found that prices vary cousiderably from one local market
to another. Differences in prices from one local market to another
tend to vary ditectly with the average quality of the cotion sold and
inversely with transportation costs to centers of consumption. Differ-
ences in mverage prices from one market to another, adjusted for
differences in transportation costs to centers of consumption, when
related to differences in average quality as indicated by centrsl-
market evaluations above and helow Middling %-inch gave a corrsla-
tion coefficient of 0.86-£0.02 for markets in which cotton was scld on
deseription on the basts of the classification of a public classer stationed
at the local warehouse and §.8640.01 for other markets. In other
words, farmers who sold cotton in local markets where the average
quality, as indicated by grade and staple length, was relatively high
usually received, on the average, correspondingly higher prices than
those who sold in local markets where the average quality of cotton
was relatively low,

Changes in average quality in the same market from time fo time
generally are reflected to a large degree in average prices to growers.
Changes from one year to another in average quality of the cotton
sold in selected local marvkets, as indicated by average central-murket
evaluations above or below Middling %-inch, when related to changes
in avernge spread between prices to growers and prices of Middling
%-inch spot cotfon in central markets gave a correlation coefficient
of 0.80+0.04. The relntionship between changes in average quality
from one senzson to another and she corresponding changes In average
prices was considerably closer in markets with a publc classification
service to growers than in markets without such a service.

During months when the average quality, as indicated by central-
market evaluations above and below Middling %-inch, was relatively
high, average prices usually were correspondingly higher in relation
to prices of Middling %-inch spot cotfon in central markets than
during months when the average quality, as indicated by grade and
staple length, was relatively low. The relationship between changes
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in monthly average quality of the cotion sold and iu average prices to
growers was much higher for cotton sold on the basis of the classifica-
tion of a public classer than for other cotton,

But the average level of prices, adjusted for differences in grade
and staple length of the cotton and for differences in transportation
costs to centers of consumption, was little, if any, higher in markets
with a public classification service than in those without such a service.
These findings suggest that unless the public classification service is
associnted with material changes in marketing methods and practices
other than varying prices on the basis of guality, the possibilities of
raising the price level in specific local markets bv means of such »
classification service are Hmited lnrgely to the influence of improve-
ments in quality brought about as a result of the classification services.

Results of the analyses also show average premiums and discounts
for grade and staple length of individual bales on the basis of various
kinds of classification services. Prices may reflect little, if any,
premioms snd discounts for grade and staple length of mdividual
bales, even though the produetion of the higher grades and longer
staples usually is rewarded on a eommunity basis, But unless sub-
stantial premiums and discounts for grade and staple length are made
on an individual-bale basis, farmers may find it advantageous to sell
poor-guality cotton in the market on the reputation of the community
and, by so doing, tend tc reduce the average price level at the expense
of those who produce cotton of higher quality.

Premiums and discounts for grade and staple length in locul mar-
kets, in many instances, represented a small proportion of those
quoted in central markets. But these premiums and discounts for
cotton sold on the basis of a public classification service were generally
substantially greater than those for cotton sold without such a service,
During the season 1936-37, for example, the propertion of central-
market premiums and discounts for grade and staple length reflected
in prices to growers aversged about 78 percent for cotton sold on
description on the basis of the classification of a public classer whao
clussed the cotton as a part of the services vendered by the local
warehouse; about 37 percent for cotton sold in markets in whick
arrangements had been made to have 2 sample from exch bale mailed
to a central office where it wag classed and the information on classi-
fication mailed to the grower, but generally the cotton was sold before
this informaticz:. was received; and about 33 percent for cotton sold
e loeal markets without a public classification service,

Grade and staple premiums and discounts for eotion sold on the
basis of the classification by a public classer stationed at the local
warehouse were calculnted on the basis of the classifieations used in
selling the cotton, whereas those for cotton sold in other local markets
were caleidated on the basis of the classification by Governument
specialists, although little of the cotton was sold on the basis of this
classification. The classification by Govemment specialists was
different from that by loeal buyers for a considerable proportion of
the cotion, and premiums and discounts ealculated on the basis of
the classification by local buyers averaged somewhat greater than
those calculated on the bhasis of Government classifieations. But,
after making due allowances for the influence of these differences in
classification, grade and staple premiums and discounts to growers
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for cotton sold on the basis of the classification by a public classer
were substantially grester than those for cotton sold without such a
classification service.

The usefulness of & cotton-classifieation service may be materiaily
influenced by: (1) The adequacy of the samples on the basis of which
the classifications are made; (2} adequacy of the standards on the
basis of which the various guality elements are evaluated and de-
seribed; (3) accuracy in the evaluation of the various quality ele-
ments represented by the samples on the basis of the established
standards; and (4) confidence on the part of growers and of buyers,
in the adequacy of the elassification services and their willingness to
sell and buy cotton on the basis of this information.

Practices in farmers’ local markets may encourage quality improve-
ment by reflecting differences in the value of colton for spinning pur-
poses In prices to growers, or they may discourage quality production
by not varying prices on the basis of quality. An increase in grade
and staple premiums and discounts would tend to encourage the use
of planting seed of improved longer-staple varieties and to stimulate
greater care in harvesting, conditioning, and ginning so as to preserve
the spinning qualities of the fibers.

Results of the analvses of data on cotton-variety tests, as reported
by SBtate agricultural experiment stations, show that differences in
vields of the varieties reported are such that in some communilies the
longer-staple varieties give a higher comparative value per acre than
the shorter staple, even with no premiums for staple length. TUnder
such conditions, both vields and prices already favor the production
of the longer in preference to the shorter staples. In other localities,
the difference in yields of the varieties reported are apparently such
that the medium- or shorter-staple varieties give as high or higher
comparative value per acre than the longer-staple varieties, even
with full central-market premiums and discounts reflected in prices
to growers. Under these conditions, shifts to the longer-staple
varieties are not likely to be made as a result of differences in prices.

Intermediate between these extremes are localities in which differ-
ences in yields of the varieties reported are apparently such that,
with little or no premiums and discounts for staple length, the
medium- or shorter-staple varieties give the highest comparative
value per acre, whereas with central-market staple premiums and
discounts, the longer-staple varieties give the highest comparative
value per acre. Tn such localities the extent to which prices to
growers viry with staple length may materially affect the staple
length of the cotton produced.

Improvements in the price-quality relationships in farmers’ local
markets would encourage the production of the better-quality cotton
in localities relatively best adapted to the production of such cotton
and tend to increase the net income to cofton growers as a group.
Other means of bringing about desirable adjustments in the guality
of cotton produced include the selection and development of im-
proved varnsties; the establishment of stable and adequate supplies
of good seed and the standardization of preduetion, on 2 community
basis, of these improved varieties; und the exercising of greater care
in harvesting, conditioning, cleaning, and ginning the cotton,
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Price-quality relationships in farmers’ local markets can be im-
proved by:

(1) Establishing and maintaining » practical and dependable classi-
fication service to growers.

(2) Supplying farmers with more nearly adequate information on
cotton prices in central markeis and in nearby points of concentra-
tion, including prices for Middling %-inch cotton and premiums and
discounts for the various other grades and stuple lengths.

(3) Encouraging the production of cotton of more uniform uality
in each community so that the volume of cotton of each quality in
ench community will be large enough to be handled more econom-
ically.

It is evident from a consideration of the factors affecting the use-
fulness of o cotton-classification service that such a service, to be of
maximum usefulness, would require provisions for obtaining repre-
sentative samples and for correctly identifving them; uniform stand-
ards for describing the quality of cotton with a reasonable degree of
accuracy; competent and reliable classers, adequate facilities for
¢lassing, and provisions for competent supervision; means for making
the information on classification availuble to growers in time for them
to use it; and confidence on the part of growers and of buvers in the
adequacy of the classification service and their willingness to =ell and
buy rcotton on the basis of this information.

A practical and dependuble cotton-classifieation service to growers
would incrense the bargaining power of farmers who produce the
higher qualities of cotton and encourage quality improvement, in-
crease the usefulness of price quotations for grade and staple length,
make possible a reduction in the waste from resampling, improve the
collateral value of warehouse receipts, and make possible other
economies in cotton marketing.
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APPENDIX
METHOD OF ANALYZING LOCAL-MARKET PRICES

RELATION OF AVERAGE I'RICES TO AYERAGE QUALITY 1N DIFFERENT MARKELS

The extent to which averape prices received by growers in different local market-
relleeted the average guality of the cotton sold, as indicated by grade and staple
length, was determined as follows:

Average prices veeeived by growers for cotion of various grades and staple
lengths <old in the different loeal markets were adjusted for differences in loeation
Ly adeling to the prices at seleeted loesl markets in Texas and Okiahowa the eosis
of compression and freight to Houston, Tex., and to prices at seleeted loeal mar-
wets In Arkansas, Touisiana, Missizsippi, and Tevnessce the cast of eompres~ion
and freight to New Orleans. These adjustments were based on the assumpiion
that prices in loeal markets tend to equal central-market prices, minu= transporti-
tion costs from the local to the eentral markets. Toterest, risk, insurance, and
other costs enter into earrving charmes, but the differenees in these costs were <o
smiall that they had tittle influenee on the differences in price level, Tt was recog-
nized that econcentration privileges, savings from through bills of Iading, and other
factors may result in priees in local markets which differ considerabl, ‘rom central-
market prices, minus costs of eompressing and freight from the local to the
ceulral market; but adequate data were not available for making adjustments for
thesc facfors,

Railroad rates were used in making adjustments for differences in transpoctation
costs, Tt i= realized that in some years eotton was shipped by truek from some of
the market= ineluded in the <tudy, andd it i not known to what extent the truck
rates differed from rail rates.  Furcthermore, pact of the cotton from Missis=ippi,
Arkansas, Louisiana, Tennessce, and eastern Texas and Oklohoma moved divectly
overiand to castern mills, but the data available are oot adequate for making
oti<lactory adjustments in loeal-narket prices for differences in cost of tr.l.lhpnr-
tation to domestic mills.  No adjnstments were made in local-market price- in
the mill seetions of North Caroling, South Carolina, Georgia, and Alahama for
differenees in transportation costs to eentral markets,

The problem of making adjustments for differences in the location of the
selected loeal markets in the Southenstern States was complicated by the fact
that some localifios inclurded in the study had <owe of the characterizties of hoth
a deficit- and a =orplus-producing territory. Mills in some localities of North
('arolina, South Carclina, Georgia, and Alabama consumed more of certain crades
wnd staple lengthe than were produced in the fmmediate vicinity, whereas other
grades and =taple lengths not suitable for local mill consemption had to he exported
or =hipped to other mills. Data available are not adequate for determining io
what extent prices in cach of the seclected local markeis in these States were
determined upon the basis of export prices.

Prices of Middling "i-inch cotton in central markets were =ubtracted from
these adjusterd local-market prices to give a spread between local-market price-
for cotton of the various grades and staple lengths: and central-market prices of
Middling #-ineh. The averaze of these <preads “for all loea} markets in Texas and
Oklghoma combined as one group; in Arkansas, Louisiapa, Missizsippi, and
Tennessee combined a< another group: and in North Caroling, South Carolina,
Georgla, and Alabams combined as a third group was subtracted from the averapr
spread for eaeh loea] market included in the respeetive group to give vaviation in
average adjusted spread from market to market each year. Central-market
premiumes and diseonnt= flor grade and staple length were applied to the cotton
<0l in each Incal market and included in the sample, and the averazos wore eal-
culated to <how the number of cents n pound the cotton <old in pach local market
averaged “on™ or “off” the priee of Middling *i-ineh.  The average number of
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cents & pound “on” or “off” Middling X-inch for all local markets in Texus and
Oklahoma combined as one group; in Arkansss, Louisinna, Mississi spi, and
Tennessee combined as another group; and in North Carclina, South ‘arolina,
Georgia, and Alabams combined as a third group was subtracted from the aver.
age number of cents 2 pound “on® or *off” Middling %-inch for each local market
in the respective group to give average adjusted variations in central-markel
evaluations from market to market. The variations in average adjusted spreads
were related to variations in average adjusted central-market evaluntions to show
the extent to which average prices received by growers in different local markets
reflected differences in the average quality of the cotton sold, as indicated by
grade and staple length.

CALOCTULATION OF MONTBLY AVERAGE PRICES

In ecaleulating monthly average prices in all local markets combined, the
influences of differences in price level in different local markets, togother with
monthly changes in the proportion of the total sample coming from different local
markets, were eliminated by the following procedure:

The average spread for the season for cach selected local markel was obtained
by subtracting the prices received by growers from those quoted in central markets
for cotton of the same grade and staple length soid on the same dates. These
average spreads for the seazon were subtracted from the average spreads for cach
month, to give monthly varintions in spread from the scasonal average. The
monthly variations in spread for the different local markets were combined to
give monthly average variations in spread for all local markets ineluded in the
sample. The average spread for the season for cotton sold in all local markets
was added to the average monthly variations in spread for all loeal markets to
obtain the monthly average adjusted sproad for all local markets combined.
The average tnonthly local-market prices werce ohtained hy subtracting the
monthly average adjusted spreads from the monthly eentral-market prices,

Monthiy central-market prices were obtained by weighting the dailv quotations
by the number of bates of cotton of the same description sold an the same day and
included In the sample of cotton sold in the seleeted local markets.  In obtaining
average central-market prices for cotton of various grades and staple lengths,

premiums and discounts for grades of M-inch staple were applied to other staple
lengths, and staple premiums and discounts for Middling grade were applied to
other grades. The prices obtained in this way are obviously only rough approxi-
mations, and their accuraey depends upon the extent to which the preater staple
premiums and diseounts for the higher grades are counterbalanced by the smalier
staple premiums and dizcounts for the lower grades.

CALCOLATION OF ORADE AND STaPLE PREMIUME AND DISCOUNTS

The daily averapge price of Middling #-ineh cotton (provided Middling *¢-inch
was the modal guality for the market) in each local market was subtracted from
the average priee of cotton of each other grade and staple length sold in the same
local market on the same day fo give daily average deviations in prices of cach
other grade and staple length from the average price of Middling %-inch. Tn
combining the daily average deviation and the average deviation for the various
murkets to show averege grade and staple premiums and discounts, the average
deviation for cach grade and staple length was weighted by the mumber of bales
included in the respective groups.

Tn the event Middling *{-inch was not the modal quality for the market, some
nther grade and staple length, representing the modal quality for that market, was
used as the base in caleulating the daily average deviations. TIn combining the
deviations for markets in which grade and staple length other thanMiddling
"-inch was used as a base to show average grade and staple premiums rnd dis-
counts, the base for grade was shifted to Middling and the base for staple length
was shifted to % of an inch.

CALCULATION OF FREQUENCY DISTRIBUTION

Frequeney distribution of the differences in prices to growers for cotton sold
in the same local market on the same day were obtained by subtracting the daily
average price of Middling *%-inch (provided Middling %-inch was the modal
quality for that market) from the price of individual bales of the various grades
and stapler =old in the same local market on the same day.  In the event Middling
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¥-inch was not the modal quality for the market, the daily average price of the
modal grade and stapie length was subfracted fromn the price of individual bales
gold in the same local market on the same day. In markets for which Middling
%éi-inch was not used in caleulating the daily differences, the base was shifted to

iddling and to % of an inch before the differences for the various markets
were combined,

CALCULATION OF COMPARATIVE VALUE PER ACRE

The comparative values per acreor cotton of different staple lengths were
ohtained by subtracting from the value of the lint cotton and eottonseed the costs
of picking, ginning, and bagping and ties. Data on average staple length, yield
per acre, and percentage of lint to seed, were obtained from reports of the State
agricultural experiment stations, The value of the cottonseed was besed on the
average seasonal price received by growers as reported by the Bureau of Agricul-
tural Econonties. The prevailing rates for picking, ginning, and bagging and ties
were used in caleulating the cost.  Average prices for Middling %-inch cotton in
the 10 designated markets were used as a base, and to this base were applied
central-market staple premiums and discounts.




TABLES

TaBLe 13.—Deviations in prices lo growers for cotton of specified grades from the average price of Middling of the same staple length, and for
specified staples from the average price of Y-inch collon of the same grade sold on the same day in selected local markels without « public
classification service to growers, seasons 1933-36

SEASON 1933-34

Quantity of indicated grade 2 Quantity of indicated staple length

NOLLOD

Deviation (cenis per pound) ! ' ?\“li?" Mid- | Strxl\cli] 't{,ro\r ”strlkg Sltli)rtor ot tnetr | 154 wl Vot 14y 116
Tid- b . |Low Mid- Tid- oot Or- han nel ) ineéh neh . e
dling dling dling dlinig dinary 74 inch 7 ) Inchios liches

dling

Bules Bales Bales Balex Dales Bulex Bules Bualex Bales Bales
Under =076 ..o.00 o ) U S 1 1 3 1 2 3 . .
—~0,76 to —0A40.... .. 8 5 9 14
~(.45'to ~0.16._. . 120 116 70 131
—0.15 to .14, .. . 047 1,670 412 818

. 184 1o 30 137 |
0.45 to0.74. U, 2 16 12 5 32
Over 0.74 .cov e [ [ 0 3 3

1, 022 538

SADIdL

=
[y Yt
e gElant,

Mol o e e m e mvn e amn——— 2 1,280

Cent
Meane oo . . . 0. 0! 0.0:

. Centy Cenly . ! Centa
e 3 0.0 -~0,08 li —{}, 01 . 0.1 0,18 0.80
Standard error of mesn . 0.0 01 R L2 . 2 .05 0.00

Average deviation .4 . A0 20 18 .06 4 Pt 0.00
Approximato rauge . . 2,00 1.60 1.60 1,20 1,60 3 . . 0.00

See footnotes at end of table,
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TasLe 13~ -Deviations in prices to growers Jor cotton of specified grades from the average price of Middling of the sawme staple length, and Jor
specified staples from the average price of Yi-inch colton of the same grade sold on the same day in selecled local markets without @ public
classification service lo growers, seasons 1938-36—Continned

SEABON 1034-45

0¢

T—— = i e [T —

Quantity of indiented prade ) Quantity of indicated staple length

e e o i s e e ok e s e ek o <P s et . R

Devintion (cents per pound) Ctood Strict Mid- Strict ! Low Strict Shorter 14 } 134
Mid- Mid- :Ill , (Low Mids ATid- § Good Or-|  than Z8inch [ '5{sinch| 1inch in h“. " inches
dling dling ng dling dling | dinary | 74 inch ches

Bualex

Under 1,85 e [N . i
—135 to —1.00 L . . . .o 1 . 9
—1.06 tg —0.78 R 2 7 32
=0.75 to —()40 S 4 14 25 20
—045t0 =018, . 136 129 57
~015 o004 o, . 2,331 1,720
015 Lo .44 [ . R 507 147
0.45 to 0,74 . :. . 45 19
Over 0.74 e e e PO 5 5

Total.... .. oo .. 3,041 2,057 77 2,445 392

Bales Buales Biles . lialea; y Bales Bales Bales Bales 1 Bales Buales .
)

3 3 3 . 3
7 21 9 8 2
43, 136 32
2,099 162
160 144 132
16 48

1 12

w—hosItEs

v
1]
i
i
'
+
'

Cents Cents Clents Cents Cents

Maan el . ( .06 0.0 A ~={) 14 ), (1 0.00 a2l
Standard Crror of tean . 0,00 0.00 . . 06 . 0. 00 X . .02
Average deviation . 12 .06 . .38 . .05 09 .28
Approximate range 3 , 2,70 .00 2.4 1,70 4.80
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Under —185.. ...

—1.35t0 ~1.06.
—1.05 to —0.76
=0.75 Lo --0:48 .
=045 (o —0.10. .

0.15 o 044
0.45 Ly 0.74.

075 to Lo .00

Over1.04. .. . ..
Total .

Menir.

Standard error of menn .,
Averngoe deviation | . B
Approxlmate range 3. L.

Bales

Buales

SEASON 1035-36

25

[

17
16
30
3

Buales
)

Bules DBalex ' Bules
2

4
16
85
506
32
3

Bules

1

i Bules

350

Cenls
0. 00
0.00

07
4.00

Cently
0,22
.02
.21

3.00

"

Under —1.05

Z105to —heh. L.

—=1.06510 =130, .
— 1,35 to —1.00

—~ 506 to ~(LT76. .
=0.70 to.~0.46.
—0.45 to —0,16

- 01504,

016to 044 . ...

0.45 tn Q.74 .,

G706t LO4 .. ..

1,05 to 1.34
Over 134

",

ol

Menn

Standard vrror of mean

Average deviation

Approximate range 3.

L Minus sign (=) means hoim\' thenvernee price for Middling grac

+ CGrades of While and Extra White cotion.

3T'he approximate range was measured from. the midpoint of the extreine clpsses,

02
.17
2,20

o

Bales
a2

426
93
40
10

9

243

Centy

(). 30 1
0.00
.54 1

310

|

.80
3,10

]

0| 99 |

2,012

Bales

P T

o b

73

" Centx Cents
0,09

Cents
1,04
L2
08
5.40

de of the same staple and below the average price of Zs-Inch staple of the same grade.

NOILVDIIISSVIO ANV SEOIMd NOLIOD

TOTANES

[




TawrLe 14 —Deviations in prices to growers for collon of specified grades from the average price of Middling of the same staple length, and for
specified staples ’from the average price of K-inch collon of the same grade sold on the same day in selected local markets with public classer
at the local warchouse, seasons 193336

SEASON 193334

- e i <ty L 1 i o beeie et e vt e iy O

Quantity of indiciated grades ? Quantity of indieated staple length

Deviation (eents per pound) Go | Striet ‘
od Strict | A Low Shorter
Mid- | did- | M- | Low o f gy than | 34inch |1¥fgineh| linch | Lo

dling dling dlinng 3‘[‘1""1; dling 74 inch inches

Bules Bules Baley Dalex Buales Bales Buley Bales
2 11 13 2 4

Under —045 . . | e RN DR . . B U
—0.45 to —0.16. . - . R 1 5 40 [V . 1 Caea

~0,16to (0L14,, . . 1 163 e f 3% S
0.15t0 0.44. 14 913
Over0.44. .. . P 90

Total .. .oeueoinan . . 16 1,178

Mean, .ol cviieane-
Standard error of mean
Avorago doviation, ., ..
Approximate ranged. . .. ..

See footnotes at end of table,
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SEASON 193435

Under ~1.95,... ...
—1.95t0 ~1.60. ...

—LORte =140 ..

—1.85 to —~1.00. .. ..

— L0 to —0.70. ...
=0.750t0 =046 ...
—0.46 10 =0.16.. ..

—015t0 0,14 e

0.05t0044........
046t00,74. ... e
Overd7d ...

Total . ... .

Maan

Standurd error of mean.

Avorage doviation

Approximate range?. ..

Bafes

LRI

Bales

Hatex

=

44
27

Bafes
26

P LT

Buales

Bualex

Bales

Bales

Under ~3, 15
345 Lo —2 B0
—2.8510 -3 .06
—55 (g —2.26
~2.20 ty —1.90.
—~LO5te —=1,06.....
~1,0510 ~1:30.. 0.
—~1.38t0 —1.08...
—1.05t0 —0.76.

~0.45t0 =0.16.... .

4, mwou.,., S

(.18 t0 0.44
040074 ..
Over 0,74

Total . ..o

Mean

Standurd error of inesn
Average devintion

Approximatoranged, -

Balm

Bales

v ae b
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Tasue 14.~-Deviations in prices to growers for colton of specified grades from the average price of Middling of the same staple length, and for
specified staples from the average price of T4-inch collon of the same grade sold on the same day in selecled local markels with a public classer
al the local warchouse, seasons 1933-36—Continued

44

SEASON 136 37

CQupntity of indiented grades Quantity of indieated staple length
, : e
Deviation (cents per ponst) a . . Striet | .1 Striet o
ood Striet " : 3 Low Good Shorter
Mid- | ang- | AN Towosoaggg o Goad 4 ordic | Cihan | g6ineh [16feineh| 1ineh | e
dling dling ! (ling A R T iy nary 7% inch

diing

Bales Bules Bules | DBales | Bales p Bales 3 Bales
. 7 .

e . [PORU Y - . - P b omwe

Balex

Under —2.85.. - . . PR e eaw .
—285t0 ~2.56 . P U . J IS
—=260to =220, 0 Ll L0 ] S 2
=220t —0L06. ... [ Y U 23
—1.056 to. —1.66. ., . L e . R P o 35
—185t0 =136, . . . N ‘ o .

=13510—108..... .

—LU5to ~0.76. ... .

—0,75 Ly —~0.46. ... ie e
—045t0 =016 ... .. ... B
=016to004. . o
01510 044, e
046t00.74. ... ... ..

0.76 to 1.4

Over L4

'S '0 %669 NITHTING TVOINHOTL

‘ILdHd

6,337 | 9,376 | 3,732

) Cents | Cents Cents ] Cents
Monn.oooiioman i diciunan et . 3 0,28 5 . 10 3 0.00
Standard ¢rror of mean._ . . . L0 . . .00 ; . . 14 0. 0.00
Avaorage deviation... ... . . z L1871 . .52 . .02
Approximate range 3 3 3 ; s . A . . 2,30 .
i i :

| Minus sign (=) moeans below the average price for Middling grade of the sumne staple and below Lhe average vrice of 7&-ineh stanle of the same grade,
. Qrades of White and Extra White cotton.
3 The nporoximate range was measured from the midpoint of the extreme vlnsses.
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