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INTRODUCTION 

Cotton prices and the quality of cotton interest cotton growers 
largely because of their influence on incomes. It is known generally 
that the higher grades and longer staples are more valuable for 
spinning purposes than are the lower grades ancl shorter staples. 
Prices in central markets and in mill markets generally 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),3 This situation doubtless results in the production of larger 

I Submitted for publication Apr. 1, 1939. 
, Credit is due Joel F. Hembree and other coworkers in the Bureau for assistance in the tabulation oC the 

datn and in the preparation oC the results Cor publication; to Elmore R. Torn for contributions in connection 
with information obtained in the Taylor market; the grade and staple statistic:; workers Cor classification 
oC the samples and for cooperation in the collection and tabulation oC the data; the ginners, warehousemen, 
and local buyers Cor makinl[ duta available . 

• Italic numbers in parentheses reCer to literature cited, p, 44. In addition to lIS) the following reCerent"''' 
II; 1; -1:5;6;7; 11; If; H; 15; 16: 17; 18; 19;£0:11;£8;1-1;25: :6) contain inCormationon price~ to growers on the 
hasis of grade lind staple length. 

150U&jO-39---1 
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proportions of the lower gr!llies und shortN' stnples than would be 
the case if prices to growers reflected a larger proportion of the grade 
and staple premiums and discounts quoted in central markets. Such 
conditions tend to lowel' the competitive position of American cotton 
in foreign markets. 

Appru:ently, one of the principal f.wtors responsible for the reliLtiYely 
small premiums and discounts for qunlity reflected ill prices in farmers' 
locnl markets is a lack of adequate information on the c!nssifieation 
nnd commercinl yniue of the cotton a,t the time it is sold. It is be­
lieved generally thnt a practical and dependable cotton-classificatioll 
service, along with adeq1\f\.te illformn,tion on cotton prices ill central 
markets and in nearby points of concentration, would increase grade 
and shl.l>le premiums and discounts to growers, thus encou.raging tbe 
productlOll of cotton of better quality in localities relatin~ly brst. 
adu.pted to the production of such cotton, and would tend to increase 
the net income to cotton growers as a Q"roup. 

Informu.tion is presented in this bl~letin on (1) the influence of 
various kinds of cotton-classification services on prices to growerf';, 
(2) factors nffecting the usefulness of a, cotton-chlssificution servi("1:' 
and some problems to be solved in connect.ion with {'stahlishing nne! 
Illaintaining a pract,icttl and dependable classification service, llnd 
(3) the lllfluence of p;'ices on quality produced. 

Mt:THOD OF PROCEDURE AND SCOPE OF STUDY 

Du.ta. were rollected on prices to growers fOl' cotton sold in selected 
local markets widely distributed over the Cotton Belt during tiJl:' 
seasons 1933-36 (fig~ 1). The sellsons heglll with August. An1mgl'­
ments were made by the United Stn,tes Department of AgricultUl"(', 
in cooperation with State agriculturnl experiment stations, to secure 
from a, ginner at each of these markets a sample from each hn1e of 
cotton ginned at his plant during the ~::'l~Oll. The:';c samples w('["e 
mailed to the offices of the l~nited Sbtes L1eparLmellt of Agricul turp 
at Atlanta, Ga.; Memphis, TeJUl.; ilnd Dalins 0)' Austin. Tex., where 
they were classed.-I according to the official cotton stanciu,rds of the 
United States, by specialists in (:otton clnssing employed by the 
Depnrtment. Data on clnssificH,ti( n obtained in this wu.y and used 
in this price study represented only '1 small part of the data on cl:lssi­
fication used in estinulting the grade and staple length of the crop. 

Du.ta on prices to growers and on date of sale were obtained from 
local buyers and were recorded along with the Government, classifica­
t.ion and the type of buyer (ginner, storekeeper. etc.) who bought the 
bale. Information on marketing methods and practices and on cen­
tral markets and mill centers to which cotton WHi" shipped, together 
,vith data on handling and storage charges, insll1."llnce, and freight 
rates, was obtained for each market for use in interpreting the data. 
on pnces. 

~ 

The markets included were selected to show prices to growers on 
the basis of the grade und staple length for cotton sold (1) in repre­
sentative locnl markets in which no public classification service Wits 
available to growers, a'.lCi (2) in representntiYe local markets in which 
the cotton was sold on description on the basis of the classification of 

c The clas~lfi('ations \\~('r(' generally based on .::arnplt"~ takl'n from the gin prl·s....;, box, althQugh lIlust of the 
cotton was sold on tbe basis ofsampl('s cut froDi the bales. 

http:adeq1\f\.te


COTTO};" l'RICE::; AND CLASSn'IOATION SERVICE 

FIGURE I.-LocATION OF FAP.MERS' LOCAL MARKETS INCLUDED IN STUDY. 
1933-36. 

'Local markets ;,~:,I':ded in the study of farm prices of cotton as related to its grade 
and staple te.stl1 are widely distrihuten over the Cotton Belt and 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 Act, 
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 t.he season 1936-37 in local markets in which arrange­
ments htl,d been made to ha:ve it sample from each bale mailed to u 
central office where it was clnssed and the information on classification 
mailed to growers free of charge, but generally the cotton was sold 
before this information on classification was recehoed. These market;:; 
are designated in this study as those in which informa,tion on the 
classification of only a, paTt. of the cotton was available to growers at 
the time it was sold. Datu. obt.ained in the various markets were 
analyzed to show differences in average prices to growers unci ill 
average premiums and discouuts for grade and staple Ipngth. 

Central-market prices used as a basis for comparison included aver­
age prices quoted for Middling ~-inch 'Yhite COttOIl at the 10 desig­
nated spot markets (Augusta, DaUas, Galveston, Houston, Little Rock, 
Memphis, Montgomery, New Orleans, Norfolk, and Savannah); aver­
age premiums il.nd discotmts for grade at the 10 designated spot mar­
kets; average premiums for sti1ples of 11ts and 1 inch at 6 spot markets 
(Dallas, Galveston, Houston. Little Rock, lVlemphis, and New Or­
leans): average premiums for staples l}{s inches and longer at ~lem­
phis a,lld New Orlen,ns; and average discounts for 1~i6-inch staples at 
Houston. Galveston, and New Orleans. Averages were obtained by 
weighting these central-ma,rket quota(ions by the number of bales of 
cotton of the same description sold on the same clay and included in 
the datn. on prices rpcei...-ed b:v growers in local markets. 

Cen tral-market qnotations were used to indicate the approxima.t(' 
differences in ...-nlue for spimung purposes 5 of cotton of the various 
grades and staple lengths. But the use of centrrtl-ma,rket premiums 
and discounts for grade and staple length as a basis for comparison 
does not necessarily mean that prices to growers in local markets 
should reflect premiums and discounts for grade and sta,ple length 
equal to thOde quoted in central markets. Local markets and central 
markets represent different stages in the marketing procedure, and it 
is not very definitely known to what extent these differences may 
n.ffect preruiums and discounts for grade and staple length. But for 
the medium grades and staples, prenuums and discounts reflected in 
limits used by merchants in New Orleans for purchases made in the 
interior were found not to be materially different from the official 
quotations, 

QUALITY OF COTTON 

The term "quality," as here applied, refers to all the physical prop­
erties of cotton that affect. its usefulness. These properties are de­
scribed 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 during 
harvesting, time of and care in harvesting, condition of thp cotton a,t 

~ Ynlue (or ~t)innin1! purpv!'t!s represents the price warrant.:d h~~ t\ t'(Jrr~N ('\·aJu~Hion (j( rht.· !!f'Ill'ral supply­
and-demand situution. 
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time of ginning, kind and condition of the ginning equipment used, 
and the method of its operation. 

The usefulness of cotton in the manufacture of yarns and fabrics 
and the quaJity of the finished products tend to Vtnoy direetly with its 
grade. Spinning tests show, for example, that the total visible picker 
and card wastes vary from an average of about. 6 percent for Strict 
Good :Middling t.o 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 t.he higher instead of the lower grades. 

LENGTH OF STAl'LE 

Stapie length of cotton means the normal length by measurement 
of a typical portion of its fibers and is determined commercially by a 
process mown 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"l and ginned. 

Length of staple is important, in connection with the strength and 
fineness of the vams that can be produced and with the costs of 
manufacturing... The longer-stapled cottons generally u,re considered 
to be essential for spinning fine yarns and yams having high strength 
requirements, but thcy may be used also in manufacturing medium 
and coarser yarns, whereas short staples are used mainly in the pro­
duction of coarse yarns. Ordinarily, yarns of a given specification 
can be manufactured from cotton representin!! a considerable rllnge 
in length of staple, but the use of the longer staples tends to reduce 
the other costs of manufacturing and to iucrease the cost of raw cotton. 

CHARACTER 

ChnTflcter of cotton includes all elements of qunlity not included 
in grnde and staple length, such as fineness of fiber, strength of fiber. 
uniformity, and other fiber properties. Although it is l'ecognized 
generally that the chlll'llcter of cotton may materinlly affect its spin­
ning utility, much remains to bR learned about the quality elements 
grouped under the term "character,". and the relu,tive importance of 
the indh-idual fiber properties and various combinations of them in 
terms of major use values. 

Information that hns become availablr, recently emplll)'sizes the 
fact that fineness of the fibers is one of the mor~inlportnut fnctors in 
cotton qunlit.y. Long-stapled cott.ons, snch as sea island nnd Egyp­
tian. usunlly have very fine fibers, and to this characteristic. may be 
nttributed, in a large measure, certain superior spinning qualities. 
Spinning tests of fibers of fine, silky, sen-island cotton cut down to 
staple lengths approximately equivalent to those of the common 
.American uplnncl cotton show that the cllt-down sea-island fibers 
produced a mllch stronger yam than is ordinnrily obtained from 
upland cotton. 

Although the influence of the character of cotton on its spinning 
utility is generally recognized, no official standards for character have 
been formulated, but official standards are avail a ble 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 I.-Grade and staple lenglh 0/ upland eolloll included ,in the I;tlldy 0/ pdces 
in selected local markets and of all upland collon ginned ,in the Um:led Stales, 
seasons 1933-86 1 

________-:-_____~- ._._______• ___ ~ • __.c___•• ______ 

Yellr ht'ginnillg Angnst­

1033 1934 10:15 I9:l6 A\WU~l' 
Grade and staple lenl!'th 

Locul Gin- Lot'fll Gin- Locnl Oin- : Locnl)' Gin-/ LO:l~a3~~~n_ 
mnr~ nings l11ar· nings omr· nings mar- uings rn!lr- nings 
kct in the ket in thc ht in th,· kct in the Iket in tht· 

SolD- trniled SolD- United som- enited 5mn- Fnited MIll- eni("'l 
pIc Stutes pIc f:hltes pIe. Rtutes. pic i :>tates, pie • "lute. 

---------1-- - -1------_1. __ 1 __...._-'- -,---­

1Gra~~ilite: I ~~~- I fee;i fe"~i i ~:':i ~;':i j {;':t-, 1~e;i! fe~i \ ~;;i \ ~::'i'. I' 

3-Good MiddllDg ___! .cO ~.1 9.3 11.0 1._ ·1.3. 3. I a.8· 3.1 I .i.S 
4-Strict Middling. __ 22.4 24. I . -11. 0 36.6 21.1 21. 5 ' 25. S 2ti.2 I 25,8 I 21i.2 
5-Middling__ .• __ • -.1 33. 6 26.3 i 27.7 28.8 42.7 29.1; 30. I. 28. -I • 36. I: 28.·1 
~Strict Low Mid· I 1 I ! • 

(Iling. __ . ___ .. ______ 9.3 10.6 5.8 8.0 12.0 lG.2 ~ 10.8, 12.2: 10.8 I 12.2 
i-Low-Middling_.__ .6 2.2 3.2 1.8 1.8 6.4: 2.2 i 4.0 I' 2.2 -I.n 
S-Strict Good Or- I 

clinnr~-____ ._..._....I .·1 LO .3 .7 1.8 .0 i 1.1/.6 1.1 
9-Good Ord inRry.... . I (3) • I .2 . 3, . I 1 .3:. I . 3 

--------.---------'--;---'-- -- ­
'I'otaL..... ____ . 68.0 68.8 8RO i 86.0 80.6 ill. 0 i iK7, is. 0 , is.i, is. 0 

Spotted: ===l=i=='==i=;==~ 
3-Good:'Iiddling_ •.. 6.5 3.S Ll I 1.4 0.7 1..\ i 1.8' 1.9 I 1.8 I I.U 
4-StrictMiddling ___ lli.7 16.9 6.8 i.O 10.0 JO.I i 11.9 I 11.0 j 11.9 1I.n 
5-:lIiddling_ .. ___ I' i.O 8.2 3.3 

j
• 3.7 0.6 6.5: 0.3 i II.·\! 6.3 f 6.4 

~;;trict 1.0\\- Mid· 
(lling_._. __ ... _. __ . .8 1.81 .il 1.0 1.3 1.i Ir.i Ul 1.21 1.0 

i-Lo\\'Middlin~ ... (3) .5.1, .3 .2 .i .1. .S.I .81 
'['otoL.... _......!32.0 3L2 j 12.0 I 13.4 19.4 20.-1 :.?1.3-; 22:~'-~1.3 22,0 

1--·---·--·------I---I--~--:- -.---.----
GrandtotaL.,,:IOO.O j~i100.0;~iI00.0 f~'IOO.O i~,IO().O :~l 

Staple Length (inehes):. ,--,-----,------,---;--'---1'--,-- ­
1-8horterthan%.... ___ 1.6: 4.3' 8.4: 8.3: ItS, i.5 .5.i ~O! 5.i' ~.11 
2-r~;4-'- ___ --. '~---.-~-. ~1..1: :{5.~ ~ ;~1.~: ~6.!J l ?7.·l! ~~.S 1 ~O.9 ~~.~ i :;0.9 ~~.~
3="t1_._....... ___ ... 3!.~; ,1!.I~ _:!.~. _!.81~4.91 ~~.I,~I.4 _~.,:~1.!. _~.. 

-I L .......... _____........ ~ lo.S 1,._. 10.0, _5.0 I .3.1 _-I.U. [,.-1. _.1... 1•. 1 

5-IH....... ______...._.. i 1.5 i tt5 6.7. 9.3 i:!.7 13.0 5.S, 9.0 I 5.S 9.0 

!rlt~ .. -.. · .. ----..-- ..·i ('l' 5.1' t:I, i'?i .6! fl.i .~: ~'~i'§ 6.~
,-110....... __ .... _... _" . ./ 1.1 .,1, I•. ~: .5 1.6,.0 .. _' • ., I••


18-IHand lon!(er. _... ,,_ .:.:.::.:.:.:,_(_'l_~ __-_.__.5_,~__.3_:__.I_~.___.I_ 

TotaL...._...... 100.0, 100.0: lOll. 0 f [00.0 j 100. 0 i 100.0 100.0, 100.0: Itxl. 0 I 100. t1 

- ------..----
I Dlltn on ,;innings in the t:nitcd Statcs nre tnf<en from A,'rirultunll Stlltisti(:$ 1937 nnd 1935. 
I Extra Whitc rotton included. 
, Less than 0.05 pereen t. 
• Bales classed in odd·numbered thirty-second~ of an inch hn,'c heen tabulatc(l as of the lIext lower six· 

teenth of an inch. . 

RELATIONSHIP BETWEEN AVERAGE PRICE AND AVERAGE GRADE 
AND STAPLE .LENGTH 

DIFFERENCES FROM MARKET TO MARKET 

Prices to growers vary considerably from one local market to another 
largely as a result of differences in the quality of the cotton find of 
differences in costs of moving it to centers of consumption. Average 
pri~es in farmers' local markets tend to Vll.ry directly with the average 
quality of the cotton and inversely with transponation costs to centers 
of consumption. During the season 1936-;:>,7, for example, prices in 
5 local markets in Oklahoma, represe~lting a surplus-produ(;ing area 
far removed from centers of consumptIOn, averaged nbout 2.6 ('ents a. 
pound lower than the average for 11 10('111 markets in North Carolina, 
a consuming center for cotton. On the basis of central-market 
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premiums lUl(l discounts for grnde Illld staple length, nbout 1.4 cents of 
this difference in average prices mny be attributed to differences in 
grnde and staple length, Ie!wing about 1.2 cents to be accounted for 
by differences in transportation costs uud in other factors. In the 
"Mississippi Delta and in other loculities in which improved long-staple 
cotton is produced, avernge prices to growers genernJlv are s'ubstan­
tially higher than in most other parts of the Cotton Belt. 

Differences in average prices in farmers' local markets, adjusted for 
difference::; in trlUlsportation costs to centers of consll1nption, were 
related to differences in averuge centrnl-market value of the cotton 
resulting from differences in grade and staple length.s The results 
show that during the seasons 1933-36 nvernge adjusted prices in 
markets where the cotton averaged higher in grnde nnd longer in 
stuple were generally higher than nvernge adjusted prices in markets 
where the cotton avernged lower in grade and shorter in staple (fig. 2). 
The differenees in these adjusted prices ,yere grent enough in many 
instances to equill the premiums and discounts £01' grnde and staple 
lengt.h quoted in central markets. In other words, farmers who sold 
eotton in local markets where the average quality, us indicated by 
gruele and staple length, was relatively high generally received, on 
the avernge. eorrespondingly higher priees than those who sold in 
loeal markets where t.he average qualit;\, of cotton was relatively low. 

The relationship between differences in average pricesfrolll market 
to market, adjusted for cliffel'euees in trnnsportation costs to eenters 
of consumption, and differences in u,Terage quality of the cotton sold, 
as ludieatecl by gmde and staple length. wns considembbT higher for 
mn.rkets in w11ie11 thE' cotton was sold on deseription on the basis of 
the cl:lssification of a public cla.sser who dassed the cotton as a part 
of the services rendered bv the local w!)whollse than for other [ocaI 
markets. Differenees in a\Terage prices to growers from one mll,rket 
to another, adjusted for differencps in tra.nsportn,tion costs to centE'rs 
of consumption, when related to differences ill ayerage qualj t~·, fiS 

indicated by centml-market evaluations itbo\Te n,nd below )'licldling 
i~-inch, gave a correlation coefficient of 0.96±0.02 for markets in 
which cotton was sold on the basis of the clnssifieation of a public 
elasser stationed at the local warehousE' and 0.86 ± 0.01 fOl'other 
markets. The relationship between average prices and avemge 
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 wa.s classed and the information on classifica­
tion mailed to the grower; but generally the cotton was sold before 
this information was recei\7E'd, as for markets without a public dassi­
fien.tioll service. 

In some instances eonsidernble irregularity was found in the rrla­
tionship between averagE' 1)1·iees. adjnsted foi· differences in tmnspor­
tation costs to centers of conslllnptioll, and ilxerage quality, as 
inclieated by grade nnd staple length. For the period 1933-36, the 
proportion of the differences in seasonal a,verage price to growers, 
ndj usted for differences in trn.nsportntion costs to centers of COIl­

smnptioll, thac may be accounted for by diffcrenees in grade and 
staple length, was a,bout 92 peJ'eent fol' markets in which the cotton 

'DitTcrenceg in avcrage ccntral·market mlues Of the rutlnn ,old in these market' were arri\"(~d at 
by weighting till' tlll!l'her or hale, of earh ~r'l(le and ~tapI(' len~th h~' the central-mark(·t {lrt'llliums and 
l1iscount~. 

http:0.96�0.02


8 TECHNICAL BULLETIN 699, U. S. DEPT. OF AGRICULTURE 

was sold on description on the basis of the classifica.tion of a. public 
classer sta.tioned at the local warehouse a.nd a.bout 74 percent. for other 
loca.l ma.rkets. Other fnctors that may help to account for these 
irregular vn.riations ill avemge price on the bnsis of nverngc qunlity 

L20 '--'---''----'--'''---'----'----'---'-0,-0,---'----' 

:::r-~~--~:r-~~-~~:r-~~-~~:r-~~-~':~-~~-~:~--~~-~:~--~~:.--~.~.~~:~£--~(~~~~-1 

•• I 

.401---+--t--t---+--t--. "/.t-'~,-::-+--+--1--1 

0 
z 
:::. ..a ,20 ·~:.I·.::X1 

I •• ~. •..... '" I .t.. i' .' . . 
'" Z O +---~---r--_+--~~.,~~~. ~~.:--~r_--r---+---~--_1... 
U ... 

t-

:' f>': if. . 
~ .,20 • ·®·k·.·· .. 

~ ~t--+-----+-.-4''ii -. '.:c -,40.--­
~ 

~ -.60 1----+---+---- ;/-.~ 'b J
- .. 


~ ,,80 I----+---f'L-~_;t-••---t.-+---.+---+-t----t----f----i 


I I-1.00 f---+--j-+I-I---l·--;·--t---t--t--+----+--+--.J--­

. I l0 
-1.2 1-----1f--/-I--t.-l.4-e-.-1mi'-'k-.-/$-Jt/-'h-OU-'-'t-PU-b-uc-e-tI.-.-.I'-/e-.i,l-on-.-.rv-t/e-•.---+----t---+---l 

I 
-1.40 r7- £LocaJ m.ark.,t~ with im/IJrmation on c/."i/lc.Uon o[ only. part 0/ the 


colton .v.ilablll at lh. tim' coUan ""at sold. 


-1.60 I .jl.4ed mIOTh" lOt ·>"jlle e/mi'"..lTd In 'hi marhl· I 
-1,20 -1.00 ,,80 -,60 -.40 -,20 0 .20 .40 ,60 .80 ,00 L20 

VARIATION IN AVERAGE QUALITY (CENTS PER POUND) 
(CENTRAL-MARKET VALUATION ABOVE AND BELOW MIDDLING 'A-INCH I 

FIGURE 2.-RELATION OF AVERAGE PRICE TO AVERAGE QUALITY OF COTTON 'N 
SELECTED LOCAL MARKETS IN THE UNITED STATES. SEASONS 1933-36, 

Prices to growers in local 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 grade and shorter in staph-. The coefficient of correlation 
found was O.96±O.02 for markets ,,;th a public classe!" and O,86±O.Ol for 
other markets. 

http:O,86�O.Ol
http:O.96�O.02
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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 fiJld of local buyers, and in character of the cotton. 
.A comparison of these results with results of a similar annlysis of datu 
collected during the seasons 1928-32 shows improvement in t,he 1'0­

lationship between average price from market to market and average 
grade and staple length of the cotton sold (13). Tllis improvement. 
no doubt, is accounted for largely by increased interest in, and 
knowledge of, the quality of cotton attributed largely to t.he clnssi­
fiention selTices of the Goyermuent, cooperative cotton marketing 
associations, and other agencies. 

But despite the fact that the rela.tionsllip bet.ween a.verage prices 
nnt! a.yera.ge gra.de and staple length was substantially. higher for 
cotton sold OIl the bnsis of the classificntion of a. public classer than 
for other cotton, the level of prices, adjusted for differeI:ces in centml­
llltU'ket evaluations on the basis of grnde and staple length nnd for 
differences in tmnsportation costs to centers of eonsumption, aver­
nged little, if any, lligher in local market.s with a public classification 
service than in those without such a servicfl. These findings suggest 
that, unless the public classification service is associn.ted with mnterial 
changes in marketing methods and practices other thnn varying prices 
on the basis of quality, the possibilities of raising the price leyel in 
specific locnl mm'kets by means of such a classification service nre 
limited In.rgely to the influence of improvements ill qunlity brought 
about ns a result of the clnssification serdces. 

CHANGES FROM ONE PERIOD TO ANOTHt:1t 

Changes in average quality, as indicated by the grndf' n.lld stapl!' 
length of t·he cotton sold in given markets, genem!!)' are refl(wted to 
t1. large degree in challges of n.verage ~rices to groweI'~. . 

Chnnges from one year to n.nother 11l avernge qualIty 01 the eot.tOll 
ill local markets, ns indicflted b)- Iwernge eent.rnl-market evnluation:; 
above or below ~fiddling %-inch, were relat,cd to changes in an~ragl' 
sprend between prices in farmers' locnl ma.rkets n.nd prices of ~ficldling 
\-inch spot cotton in central markets. The correlation coefficient 
of 0.80 ± 0.04 obtained for this re\ationsllip il1dicates t.hnt changes ill 
unwnge quality from one season to a.not.her generally n.re reflected to 
I)· considerable extent in average prices to growers. In some instances. 
considerable irregulnrit)- was foulld ill the relationships betweel! 
clmnges in 11.,erage qunlity from OllP senson to u.nother and thf' 
('orrespolldillg chnnges in Iwerage prices to grOWt'l'S in reln.tion to 
priCf's of ~fiddliIlg '-I-inch spot cotton in l'Plltrni Ilw,rkpts. Thp co­
eHicient. of determlllation shows thn.1, on the II Vf'rugP , about 61 per­
('ellt of the ehanges in Hvernge prices to growers ill relntion to prices 
01' ~1icldlillg }~-inch COtton in eentml mU.I'kpts may be I1ceounted for 
by changes in the n\"rl'H~f' ~rl.lde :lm\ M:lpk ipllgth.of rhr COUOIl. . 

Appnrentlr the re\ntlOllslllP lwtwt'en chllll.gp~ III Ityeri\~p qU:lht)" 
from 011e sensoll to :Ulothel' :U1d ('otTespolldl11g chllnges III averllge 
priees wns considembly close!' ill markets with a public clnssificntio11 
service to growers thnn in lllurkpts without such n service. Other 
f:lctors that ma)- nJl'ect changes ill avernge prices in locnlmarket.s ill 
l'f'ln.tion to prices of ~Iiddlillg };i-inch cotton III central markets include 
chancres in thp kind and extent of 10cnl compptition. in outlets for 
cotto~l. ll11d in tl'llnsportlttioll costs to l'enters of cOlHmmption. 

1509:-'t);; au :! 

http:chllll.gp
http:ipllgth.of
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Monthly 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 
PER 

1933·34POUND 

12 

II 

10 

9 

14 

13 

12 

12 
/.Central markets ~..;---- ___ .J 

....... ..-- ...... -- ... ' I I ~~.,,# , 

11 ...... I .,."'" I...... fIIt- lr-- ...... ~---- ------------ -r----' 

i ! ILocal markets./ I I ! 


10 b-- [ I I I J-~:=J
9 

r I I 
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14 I --\_ ,/.:,r
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1-___l-___I-IL_o_ca_l_m_a_r--'kl-e_ts _______,________~ ~ 
13 

I II ~~~- , 

-~~~j-----~~--~~.~~~~ ---~ 
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FIGURE 3.-AvERAGE PRICE PER POUND FOR COTTON OF VARIOUS GRADES AND 

STAPLE LENGTHS IN SELECTED LOGAL MARKETS AND IN CENTRAL MARKETS. 
BY MONTHS, SEASONS 1933-36. 

The average spread between prices of cotton of various grades and staple lengths 
in selected local markets and prices quoted in central markets for cotton of 
the same grade and staple length sold on the sallJe day were l1arrow early ill 
the season but widened as the season advanced and as the \-olume of sales 
in local markets deereased. 

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 monthly average prices to growers 
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with the average qualities shows that during months when the aver­
age quality, as indicated by central-market evnluations above or 
below :Middling Ys-inch, was relatively high, nverage prices O'enemlly 
wp,re correspondingly hig}ler in relntioll to prices of Middling Ys-inch 
(·:.~ton in central market.s thnn during months when the avernO'e 
quality as indicated by grade nnd staple length was relatively low.'" 

TABLE 2.-Average 11r'ice per pound lor cotlon of variolls grades and staple lengths 
in selected local mal'kets and in central markets, by months, seasons 1933-86 1 

SEASO~ 1933-34 

Central· Size of I Local· ICentral·Size of l~~;~~·t~[onth market Month sam plo market market
S.1ll1 pic! price pricll ! price ! price 

------·I---,-:-~--!~----

Bule. Cellf~_ i Cell/.• Bal.. Celli., eml. 
.\l1gust. •• ~ ~ .•• , ••• 4,OIl , 9.45 January .••••_.... 481 lO.llil ~ 10.369..1,t;cptember, •.•••.. ;, fi02 9.48 j' 9.53 February.......... 107, 11. 10 11.70 
October............ i.lii5 : 9.35 0.39 I ~rnrch............. 33: 1I.95 . 12.28 
:\o\"elllbcr••......• 9. (;3 ---,------­3 -<).") " 

i 

9. i·1 I
Deccmher••••••••• ,1M3 ! 9.45\ 9.6:! 'rot'll or average. 24,474 I 9.47 I 9.54 

SEASON 1034-35 

Aug:ust. __ 4,1171 13. ~;-----;-;.~ IJanuary. ..•••••••• 467 1 12.1i.1 I' 13.20 
September. 7tSOS t 13.33 13. 2~ February.......... 131 12.56 12.88 
October .... ,~ •....• 7.311 12.72 12. 7~ March............. 52 12.86 12. on 
~o'·N\1ber ..••••••• ·1,101 
December.•••..... 2,021 g:1~ I g: ~¥ I '1'otal or average.! 26,098 1~1----rui6 

SEA:lON 19.15-36 
------,---,---,--- ..,_._._---,-----,---­
A.ugust~. ~. _. _____ _ 3,9791 n.20 11.40 iJanuary ••••.•.••• 6351 9.871 11.00 
~~pt('lnbcr---" ____ _ 10,001 10.75 10.78 Fehruary•••_...... 358 11.37 11.62 
October.. . ..•.... 15,2'21, 10.97 11.07 ~[arch............ 186 11.25 ' 11.51) 
~o'·~mber .•••..•• 7,500 ' 11.45 11 69 ---'------
December________ _ 2, 77~ I' 10.44 ll: 05:; Total or average. 41,620 I 10.97 ; 11.14 

, IiI 

SEASON 1936-3; 

I 
Au!'ust ....••......1 7,888 ! 1;24 1 ~~-12-.33!i J~~ua\'Y •·•·••·· __ 1 577"1" I~.~~ I 13.19 
September•••••._.. 23, f>12 ; 11~·.~3·~ I· 12.48 il February. ........ 215 12.82 i 1:1.11 
Octobor~ ~~, •..•••••1 22,188 , _ _ 12.28 "[arch ..•••••• 105 14,40 14.44 
:{oYl'Inb('r _~ .. _~_~_ 9,700 ! 12. 15 ~ 12.30 I' 1----------
Decomber. ........ , 3,039 ' 12.71 'I 12.97 1 'I'otal or averagl' 6;,45.1 12 38 12. 10 


If ---_._-_..._--,--­
, The infiupnt'C of tIltil'rCnCl's in price level in lli1T~rent local markets, to~Nher \\!th "arialions in the 

proportion of the totnl sample corning from di1TNent local market.s on monthly "ariations in averag,' price 
were eliminated. (See appendix, p. 41i, for method.) Central·market prices for :Middling ?~·ineh cotton 
are a,'erages of quotations at the 10 designated spot markets. Ceutntl·market. prices for cotton of gmd,'s and 
staple lengths oth,'r than "Iiddling liS·inch were obtained by applying to the aoerage price uf sliddling 
:;~.inch cotton at the 10 spot markets, average premiums and discounts for Jmlde at the 10 designated spot
mllrkpts; average premiums for '5i.·inch and 1-inch cotton at the 6 spot markets (Dnllos, Ilonston, Galves· 
ton, Npw Orleans. Memphis, and Little Rock); average premiums for leui!ths Hi. inches and longer at 
~[elllphis and Xew Orleans; and average discouuts for ',,!,,·inch staple at New Orlellns, Houston, and 
Gah'eston, '['he premiums and discounts for grade nre for ;.'·ineh staple, nnd the premiums and discounts 
for staple ar~ for :\liddling gradp. These daily central·market prices wero weighted by the nnmber of 
hales of cot ion of tho saml' description sold on the same day and included in the sample of cotton sold in the 
selected loenlmarkets. 

The relationship between changes in mont.hly average quality of 
the cotton and in average price to growers was much higher for cotton 
sold on description on the basis of the classificat,ion of a public classer 
who classed the cotton as a part of the service~ rendered by the local 
warehouse than for other cotton sold. The coefficient of determina­
tion shows that the proportion of the monthly changes in spread 
between nrices to growers and prices of :YHddling %-inch cotton in 
central markets 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 warel'ouse, as com­
pared with about 72 percent for other markets. The proportion of 
monthly changes in sprend between prices to growers Md prices of 

. 	Middling %-inch cotton in central markets, nccOlmted for by differences 
in grade and stnple length, wns about the snme for mnrkets in which 
informntion on the classification of only a pnrt of the cot,ton was 
availnble to growers nt the time it was sold ns for markets without, a 
public classificntion service. 

RELATIONSIDP BETWEEN PRICES AND THE GRADE AND STAPLE 
LENGTH OF INDIVIDUAL BALES 

Another phase of the study was to determine to what extent prices 
in funnel'S' local markets vary with the grade and staple length of 
individual bales aud how these variations are affected bv a classifica­
tion service. Prices to growers may reflect little, if any, premiums 
and discounts for grade anci staple length of individual bales, eyen 
though the production of the higher grades and longer staples generallv 
is rewnrded on a community basis, as already indicated. Bl1t lmless 
substantial premiums and discounts for gradE' and staple length are 
made on an indiyidual-bale basis, fnrmers may find it advantageous 
to sell poor-quality cotton in the market on the l'E'putntion of the 
community and, by so doiug, tend to reduce the average price levE'1 
at the expense of those who produce the higher-quality cotton. In­
formation on the relationship between prices and the grade and staple 
length of indiyidual bales is shown (1) for locnl markets in which no 
public classification service was rendily a;milable and (2) for those in 
which a, public clnssification service was fl,vailable. 

Data on grnc1e and staple premiums and discounts are necessarily 
confined to single-hale snlcs and to sales of lots of two 01' more baIt's 
for which data on prices for cotton of specified grade and st.n,ple length 
were available. Two or more bales of different grade and stnple 
length sold at an ayemged price were designated a "l'otUld lot." 
Data on round lots were included in the analysis of the relationship 
between average prices and nverage quality as indicate~l by grn0:e and 
staple length, but data on these round lots were not mcluded ill 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 thnt 18 percent of the United States crop was sold 
by growers in single-bale lots, 22 percent in lots of 2 to 5 bales, 16 
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 
differentiations in prices of individual bales were mucIc on the bnsis 
of grade and staple length. . 

Data on more than 10,000 bales sold III round lots and 011 more than 
22,000 bales sold in the same local markets on an individual-bale basis 
during the season 1936-37 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 avel'ilged slightly higher than prices for 
cotton sold on an individual-bale basis, and that avetage prices 
tended to vary directly ",-ith the size of the rOlilld lot. 

; "-mGHT. J. W.)!.U'KETIXG PRACTICES IX PRODl:CERS' LOC_II. rOTTO~ )(.\RKETS iPREIJm~'\R\' REI'ORTI. 
1'. S. Dept. AgI'. 92 pp., ilIus. 1938. [Multilithccl.J 
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COTTON SOLD WITHOUT A PUBLIC COTTON-CLASSIFICATION SERVICE AVAILABLE 
TO GROWERS 

GRADE AND STAPLE PREMIIDIS AND DISCOUNTS 

Information collected in farmers' local markets in which no public 
cotton-classificn.tion service was readily available to growers shows 
that, during the seasons 1933-36, prices averaged somewhat higher 
for the higher grades and longer staples than for the lower grades and 
shorter stn.ples, but that grade and staple premiums n.nd discounts 
averaged substantially less than those quoted in central markets 
(ta,ble 3). During this 4-year period the proportion of central-market 
premiums reflect.ed in prices in these local markets nveraged 12 percent 
for grades above :Middling and 32 percent for staples longer than 
% inch. The proportions of central-mm'ket discounts reflected in 
prices to growers nveraged 30 percent for grades below Middling and 
13 percent for staples shorter than %inch. 

T_-I.BLE 3.-Average pre1ll';'1I111s and discounts for cotton of spccified grade and staple 
length in sclected local markets 1V'ithollt a public cl.asslfication service and l:n central 
markets, seasons 1933-36 

SEASON 1933-34 

CentmlLocal markets markets 
Grade and staple length Premiums PremiumsSize of and dis- nnd dis­sample counts (_)1 i cnunts (-)' 

Grade: 
White:' Balta Ctml. ern/.•

3-Good Middling____ ••. ___••__ .,___ " ___ •___ ••_._. __ •• ___._ •. II!! 0.05 0.414-Strict Middling.____ • __ ••_. _____ •__• __• ____._. ___•____._•• __ 1.2S0 .O!! .29&-Middling (basis). __ .• __•• ___ •________ ••_._______________• __ _ 1.922 .00 .00&-Strict Low Middling._________ ._. ___ ._.________________ ,,_,_ 533 -.(H -.34
7-Lo'" Middling, .• ___••_____ ._ •• _.___ ••_.__..__ ._•••• ____._. 34 -.16 -, i.J
S-Strict Good Ordinary____ ...._-___________.. __ • ___ ._._____ __ ., -1.2225
 

Spotted: -. 1 

373 .08 .26~=~t~Y~ tj~~~\~~t:: ~::::::::::::::::::::::::::::::::::::::::: 1.01!! .r2 .00

&-1>nddling__ ' •... __ ._. __ ._ ...._. __ ._•• _____...______ •___ ••_._ 402 -.05 -.37 
45 -.20 -.75tt~\~~~rid~I~~~~_I!~~:::::::::::::::::::::::::::::::::::::::: 2 -.12 1 -1.25 

Stnple (inches):l I-Shorter than }~______._••_.___________• _______ ••__________• ____ _ !53 6-.23 
~-):ii (basis) ______ . _________ .•_____________________• __._._. ____• __• 1, S38 -:~I .00
3-1H 0 __ . -.--••• _._._ • __•• __ ._.___., - - _. __ • _•• _. _.._ - __••______ •••• 1.145 02 .174-1 .. _. _. _.______ ._._. ____ ._. __ •__________•__ ._•••__ •______ ._••••• _, 1250 ..10 .49 

51 1.00;r=:i~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::~~:: ::1 '!~ I1 .11 1.65 
------------~----~----~-----

SEASON 193,1-35 

Grade: 
White:'

3-Good 1>liddling____•• ___ ._. ___ •_____._._.__ ._._.__ •___•____ _ 688 0.05 0.48 
3.041 .06 .331=~i'i:f!ilf::~d(il~~i~i~==:::=::::=:::=::=::::=:::=:::::=::=:::===: 2,057 .00 .00 

&-::::trict Low Middling____ ._. ___• _._•••••• _. __•___ ._._._••••• 	 428 I -.16 -.38 
23S I -.69 -.81~=~fri~t'g~gditgrdinnry:~=:::::::::::::==::::::::::::::::::::: 77t -.68 -1.31 

, 9-Good Ordinary•••• __ . ____ '.' •••• _______ • ________._._.____ __ 2 -.0-1 -I. i6 
Spotted:3-Good Middling. ______ ._ • __________ •• _______• ____ ••________ • 79 .04 .284-Strict Middling... ______ • __.,______•______• ________ ••___._ •. 509 -.01 .00

S-1>[lddiing. _ •.•• _. '_" _________• ___• ___ ••_••_. __• __ • ____ ._•. 243 -.12 -.38 
5-1 -.li -.81~~!J~~tllrddl~~~~~~~:::=:::::::::~::=:::=::::::::::::::::::: -I -.fi.l -1.32 

Stalile !inches):' 1-Shorter thlln lB. _____•_______________________... _____________.. ___ _ 493 -.01 1-.33 
~-}~ (basis) _. _. _______ ••__ • ____ ._._.______ ._.___ •__._. _,. ___._••_. 2.445 .00 .003-1M6. _ • ___ ._._••_______ - ___ • ___ ••_. - ••_•••• __ • __ • ____ -_. _______ __ 1,444 .02 _31
4-1 .._. _._._••••••________________ •________•__• _________• ___ •_____ _ 1.011 .10 I .n&-1 J,f6_._________ • ______ ._. _. ___ • ___ • _ ••__••_.____ • __ • ____________ • 392 .21 ! 1.17r,-I !s___ . _. ______ . _____ . ___ ._.____ . ___. ___.•___________•__. ______ .. 79 .82 , 1.·187-1~f• __ ••_._._.____ •••• ___ ._._.________ •__________ _ __ ...._~____ 22 2. 39
.<;-1 "i .___ . _......___ •• _•• ___ •__ •______._.__ ... __ •___ ..________ •__ • 2. 74 12 3.0.; 4.75 

Rp(> footnotes at en!1 of table. 

http:reflect.ed
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TABLE 3.-Avemge prem'i1lms I!nd diseOlmis for cotton of specified grade and staple 
length -in selected local markets without a pllbUe elass1jieation service and -in eeniml 
markets, seasons 19S5·-S6-Continued 

SEASON 1935-36 

Orad~ and staplr. length 

Orade: 	 \White:'3-000d Middling____________________________________________ , 
4-Strict Middling___________________________________________ , , 

5--Middling (basis)..______ ----------- _---- -------- _---------- 'I6-Strict Low Middling_________ , ____________________________ ._ 
7-Low Middling.. ________ •__________________________________ • 
R-Strict Oood Ordinary_______________________ •___________ • __ ,
IJ-Oood Ordinary_______________ .....___________ •___________ ', 

Spotted: ' 3-000d Middling________________________ ._. _._. _____ • _______ • 
4-Strict :Middling________________________ ._. _.___________ . _. __ 
5--Middling_________ • ________ • ___________________ •_______ •_. _, 
6-Strict Low Middling___________________________ ••____ • __ • __ . 
7-Low Middling_____ . __________ •_____ •___ •._., ___________ ' _., 

Staple (inches):' 

~=~f(b~~;)~~~_~=:= == === === =::=:==:==::=== ==:===: == ==== ==== :::::= 2-1~i._____ ._. ___ . _. _______ . ____ ." _. _._. ___ ._._._______ ._..______ _ 
4-L _____ • _____ •__________ • __ • __ • __ • __ . _____________ • _. _. ________ __
5--1 H.,___________________________________________________________ . 
6-1 Hi, _. ___________________ •____________ •________________________ •• 
7-Hr._________ . _____ . _____ . ____ . __ . _____________________________ __ 
8-1H______________ -_____________ -_------ ----_--___ --_---- ________ _ 

SEASON 1936-37 

Orade: 
White:'3-000d Middling____________________________________________ _ 

4-Strict Middling____________________________________________ _ 
5--Middling (basis) _____ • _____________________________________ _ 
6-Strict I.ow Middling_________________ •______________________ • 
7-Low :Middling_______ • ___________ • _______ . _______________ .. _ 
8-Strlct Oood Ordinary________________ •• ___ . _______________ ._ 
9--0ood Ordinary________________________________________ . ___ _ 

Spotted: 

~t~f~ ~1~<£~t===:===::==:==::::::::::===:==::::::::=::=::5--1vIiddling__________________________________________________ _ 
6-Strict Low Middling.____ ..________________________________ . 

Staple (inches): ,
1-Shorter than l'S.-----------------------_.--- -_______ .__ ..___ .__ _
2-% (hasis) ________________________________ . ___ . ____ .. __________ .. 
3-1~6------------- _______________________ .....___ . ________ •______ . 
4-1._______________ . _____________________________ . ______________ • __ 
5--1l1. ____ • ________________ •.• __ . _. ____ ••_______ •__ - __ . __________ ._
6-1 ~§____________________________________________________________ ._ 

7-1~16_____________ -_____ - --________ •. --. ___ - - - - --. - ___ --. - --. - - - -. 
8-1H__________ •________ • ----- -- ------ -. --- -- ---- -- -. -------•• -- ---

See footnotes Itt end of tnble. 

Local markets 

Size of PremiuIIls 
and dis­

sample connts (-) 

Bales Cents 
136 0.04 

2,·138 .03 
4,925 .00 
1,482 -.07 

211 -.31 
82 -.77 
31 -.67 

76 -.01 
1,219 -.03 

764 -.13 
146 -1:~126 

648 -.05 
2,664 .00 
3,325 .06 
2,433 .17 

3~47 I 
.21 
.76 

2.49 
H 2.81 

108 0.07 
1,945 .04 
3,291 .00 
1.108 	 -.06 

243 -.40 
54 	 -1.08 
9 -1.01 

68 .10 
1.263 	 -.02 

;33 -.10 
li5 -.45 

2&1 -.13 
949 .00 

2, 042 .10 
2,588 .40 

68; .58 
73 1.03 
49 3.42 
19 3. i2 

Centml 
markets 

PremiuIIls 
and dis­

counts (_) 

Cellis 
0.48 
.32 
.00 

-.39 
-.84 

-1.33 
-1.80 

.24 
-.04 
-.42 
-.88 

-1.38 

, -.34 
.00 
.33 
.6\l 
.97 

1. 32 
2.15 
4.2.; 

O. (13 
.30 
.00 

-.51 
-1.20 
-1.85 
-2.34 

.10 
-_07 
-.53 

-1.26 

'-.06 
.00 
.50 
.90 

1. 5:! 
2.52 
3.48 
4.62 
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1 

T.-\BLE 3.-Average premillms and discounts for cotton of specified grade and staple 
length in selected localmarkels without a public classification service and in central 

___________________.! ! I 

markets, seasons 1938-38-Continued 
SEASONS 1933--36 

Localmnrkets Centrol 
Ulllrkets 

Grade anti staple length 
Size of IPremiu,ms Premiums 

I and dIS' nnd dis· 
sump e counts (_), counts (_) 

Grade: Bale8 Cent8 Cent."'hite:'
3-Good lIIiddling.•.•••••.., •••.•••••••••••••..•.•.•.•.•.•..•• 1,0-14 0.05 0.48 
4-8trict :Middling.••.••.••.""'" ••••, ••.••.•.• ' ............ . 8,704 .04 .33 
5-l\1iddlin!l (basis).•.•.....•, ................................. 12,195 .00 .00 

3,641 -.07 -.42
~r!!~~ti~dl~id~I!~~__:::::::::::::::::::::::::::::::::::.:~:I 726 -.46 -.95 

218 -.80 -1.42 
9-Gocd Ordman: ............................................. ; 32 -.73 -1.95 

Spotted: . 

S-8trict Goo.d Or~inar~·.•..•.••....• __ •.•.•...•.•.••.••••. ··1 

3-GolOd Middling...•••..••..•.•..••••••.•••••••••·•··•.• ..·•· 596 .07 .25 
4-Strict, Middling..••.•.••..•••.•.•••..•...•••...•.••••.•.•••. 4,003 -.01 -.03 
5-l\Iiddling•...••....•••..... , .••.•.••.......••••...•.....•... 2.142 -.10 -.44 
&-Strict Lo\\' Middling•••..••.•.•.•.•••..••.••.••.•..••.•••.•• 420 -.40 -1.02 

32 -.95 -1.367-Low Middling•••..•....••••........•. ·.·.· .•. •·••·.··•·•••· 
Staple (inches): ' 1,458 -.05 , -.39l-Shorter than ~s.................................................1 


7.S36 .00 .00 
7,956 .06 .35 
6,232 .25 .78E:~~~~;~~:~=::=::::::::::::::::::::::::::::== =::::::::::::~:::= ~:! 
1.480 .38 1.28 

208 .88 1.811 
2.92 2. i51l~ , 
3.08 4.37§m~~~~~:~~~~ ~ ~ ~ ~ ~~ ~:~~~~~~~~::~~~~~ ~ ~ ~~~ ~~ ~~~ ~ ~ ~ ~~ ~ ~~~~~ ~ ~ ~ ~ ~~~ ~1 6:) . ' 

----------------------------------------~---.--------
I Premiums and tli.counts for gnule In cents per pountl from the a"erage price of l\!iddlin!'. cotton of the 

same staple length and for staple in cents per pound from theayerage price of~s·inch cotton of the same !'COde 
sold in the same local market on the same day. Prices of Middling ~§·Incb COLton in ihe seleded local 
markets ayeraged 9.30 cents per pound in 1933-34, 12046 Lilnts in 193+-35. 10.57 cents in 103&-36, and !.2JJ2 
cents in 1936-37. The corresponding centrol·market quotations averaged 9.37, 12.63, IUD, and 12.12 cents 
per pound, respectively. Data for these averages are confined largely to sales made during tho firstS months 
of the season.

, Quotations tor Middlini: ~'-incb cotton and premiums and discounts folr !'COde in the 10 designated 
spot markets, aVerage premiums for l~iG·ineh end l·inch cotton at the 6 spot markets, a,eroge premiums
for staples Hi. inches and longer at Memphis and New Orleans, and average discounts for 1~6·inch cotton 
at Houston, GnlYeston, and New Orleans are weighted by the number of bllies of cotton of the same !'COde 
and staple.length desi!!Ilation sold on the same day and included in the sample of cotton shown for I()cal 
markets.'Inc1udes Extra \Yhite cotton. Prem;ums and discounts in central markets f,'r Extra White rotton were 
about tbe same as for the corresponding grade.o of "'hite cotton. 

I Bales sold in local markets when classed in odd-numbered thirty·seconds of an incb were tahulated "". 
of the next lower sixteenth of an inch. 

'Includes 1"16·inch cotton onl)-. 

Grade and staple premiums and discOlmts in central markets 
increased somewhat \\-.ith the rise in cotton prices from 1933 to 1936. 
The proportion of central-market premiums and discOlm'ts for grade 
reflected in prices to growers varied irregularly from one year to 
another with no very definite trends indicated. But the proportions 
of central-market premiums for staples longer than }' inch reflected in 
prices in local markets without a classification service increased from 
15 percent in 1933 to 40 percent in 1936. The proportion of central­
market discounts for staples shorter than %inch reflected in prices in 
these markets increased 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 rela.ted 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 
und type of buyers were, in many instances, as grent as, or greater 
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than, those between the llverage premiums and discounts in local 
markets wit,h differences in number imd in type of local buYors. 

Gmde and staple premiums and discounts in these local markets 
were cnlculnted on the basis of the c1nssificn~ion by Government 
specialists of samples taken nt the gin press box, Itlthough little, if 
any, of the cotton was sold on the bnsis of this classification. Infor­
mation on the clnssifica tion by loeill buyers genernJly vms not avnil­
able, but data on about fi,500 bales were obtained to show varintions 
in prices to growers on the bilsis of loenl buyers' classificntion. Price 
differentiills to growers, calculated on the bnsis of the classificntion by 
local buyers of samples cut from the bnles, showed that. premiums for 
grades above ){iddling nvernged 74 percent nnd for staples longer 
than J§ inch llveraged 53 percent of those quoted in centml markets. 
Discounts for grndes below "Middling averaged 112 percent ilnd for 
stilples shorter than :~ inch :weraged 22 perc<'T1t of those quoted ill 
central mnrkets (tnble 4). 

Sufficient dntn were not available for indicnting the proportic'>r; of 
the cotton that wns clnssed bv local bllvers before it was sold by 
growel'8 as H hnsis for vnryin~ Jlrices with -the grade and !'taple length 
of individual bales. Buyers 111 many of the local markets nre reason­
ably competent clussern and in sOI11e instnuces premiums und di;­
counts to growers, on the basis of the local buyers' clnssification, com­
pared fnvorably with those quoted in ct'ntrnl mnrkets. Tn some locnl 
markets cotton was bought on a "point" or "hog r'olilld" bnsis with 
no Httempt hp.ing mnde to Ynry prices with the qun.lity of indiyidunl 
hales. LocHl buyers, in many instances, made no attempt to ChlSS 

the cotton according to the ofIicinl cotton stanclnnls fol' gmdc\ nnd 
staple leIlgth~efore pl1rchnsing it, nnd sometimes the hl1l('s \yore not 
even sampled prior to snle. 

The inequitlthleness of such n prncti('e to indh-idunl growers is incli­
cn.tecl by dntn showing that in centrnl mnrkets, during the season 
1936-37 for example, ~fiddling 7~-inch cotton was worth, on the 
average, about $6.70 11 bnle of 500 pounds more than Low Midd.ling 
7~-inch; $12.85 fl bale more than Good Or'dinary 7~-inch; nnd $4.20 n 
hale more than )Ifiddling 13(6-inch. OIl the other hand," )JidcIling 
7~-incll cotton WI1S worth $2.70 a bale less thnn Good ~{iddling 7~-illch; 
$6.80 less thfin ~[iddling I-inch; $16.80 Il hnle less than )fiddling 
Pis-inch; nnd $27.70 n hl11e less than Middling Hf-inch cotton. \\11ile 
all of these qualities of cotton seldom, if ever, nre !lYHilnble for sale 
in nny one local market at /lny give~l time, three or more grndes of 
three or more staple lengths representmg diffeTences in centrnl-market 
yalues amounting to as much ns $13 a bale, or to more than 10 percent 
of the value of Middling %-inch cotton, are not unusulll. 

Although prices in local markets without, n classification service 
averaged somewhat higher rOT the higher grndes find longer stnples 
than for the lower grades find shorter stnples, these average premiums 
and discounts, in many instances. were Jess thfin the differences in 
prices of individuSJ.l bales of cotton of the same grade and staple length 
sold in the snme locnl mfirket on the same day (table fi). Prices of 
individunl bales varied so irregularly on the basis of grade and staple 
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length that it was not unusual for some farmers to receive consider­
ably higher prices for cotton of lower grade and ,,:bort.er staple than 
other farmers received for higher-grade and lonf~er-stapled cotton 
sold in the same local mnrket on the !same day. During the seasons 
1933-:16 prices to growers for about 7 percent off the grades aboye 
~riddling 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 tho average price of Middling cotton of the same staple length 
sold in the sanle local market on the same day. 

TABLE·4.-Average grade and staple premiums and discollnts in selected local markets, 
on the basis oj local buyers' classification, and in central markets, seasons 1933-36 

CentralLocal markets markets 

Grade and staple length 
Size of Premiums Premiums 
,. I and dis· and dis· 
ssmpe counts (-)1 oounts(-)I 

Grade: 
White:' Bal.. Cent. Cent. 

3-Good :Middllng•.• , .••........•.•••.•.•.••••.••••••.•••.•••• 
4-Strict Middling.•.•••....•..•.•.•.•.•.••••••••.•.•.•..•.•••• 
5-Middling (basis)..•••• __ .• _.••, .•_. " .•••.••.•.•_•._•._.•••. 
6-Strict Low ~liddling_•••.. '" ._.•••••••••••..•.•.•••_••.•.•• 
7-Low :Middling•.••••••••••••.••••••••.••.••..•••.•.•.••••.•• 
S-Strict Good Ordinary•••••.•••.•, .•.•••.•••••••••••••••••••. 

Staple (inches): • 
I-Shorter than ~.•.••.••••...••.•..•..• ' "'" ._ •..•.•.. _•.••••. " 

15 
4,074 
1,057 

366 
63 
5 

32 

0.45 
.17 
.00 

-.38 
-.82 

-2.13 

-.05 

0.53 
.31 
.00 

-.43 
-.89 

-1.64 

1-.23 
2-~ (basis) .••••. , __ . " .•••••.••.••••••••.•.••••.•.•..••""""" 
3- l tlo...•....•.•.•...••••.••......••••••..•...•...•........•.•..•. 

3,859 
659 

.00 

.22 
.00 
.34 

-1-1.•••.•..••••""""" ••••.••.•••..•.•••••••.•.••.•.••••.••.•.•. 8.'i4 .43 .87 
5-1).i•••••••••••••••••••••••••••• , .• - •.••••••••••••, •••••••, ••• , ••• 134 .80 1.53 

1 Premiums and discounts Cor grade in cents per pound from the Ilverage price of MlddllDg ootton of l!Ie 
same staple length and for staple in cents per pound from the a.crege price of %·inch cotton of the same 
grade sold in tl:e'same local market on the same day.
, I Quotations for Middling H·;nch cotton and premiums and discounts for grade in the l!kIesignated spot 
markets, a'!'erage premiums for I~.·ineb and l-Inch cotton at the 6 spot markets, a'!'erage premiums for 
staples Hi. inches and longer at Memphis and New Orleans, and. average discounts for 1:H.·inch cotton at 
Houston, Galwston, and New Orleans are weighted hy the number of hales of cotton of the same grade and 
staple-length designation sold on the same day and included in the sample of cotton shown for local markets. 

, Includes Extra "'hite cotton. Premiums and discounts in central markets for Extra "'bite cotton were 
about the same BS for the corresponding gmdes of White cotton. 

• Bales sold in locs! markets when clBsse<lln odd·numbered thirty·seconds of an inch were tabulated as of 
the next lower sixteenth of an ineb. 

'Includes I~f.·inch cotton only. 

Similar comparisons for staple show that prices t~ growers for about 
10 percent of the cotton with staples shorter than 3k inch were 0.15 
cent. or more a pound higher, and that prices of 6 percent of the cotton 
,,,ith staples lK6 inch and longer were 0.15 cent or more a pound lower 
than the average price of 3k-inch cotton of the same grade sold in the 
same local market on the same day. 

RE.-\SONS FOR IRREGl:I.AR V.-\RIATYONf; I!\' PRICES ON B.-\SIS OF GR.-\DE AND STAPLE 
LENGTH 

Irregular variations in prices on the basis of grade and staple len~th 
may be accounted for largely by differences between the classificatIOn 
on the basis of which the cott~n was sold and that on the basis of 
which premiums and discounts were calculated, differences in value 
of cott.on of the same grade and staple length designa~ion according 
t~ the official standards, changes in price level during the day, and 
differences in bargaining power of farmers and of local buyers 
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TABLE 5.-Deviations in prices 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 %-inch cotton of the same grade sold on the same day in selected local market8 without a public classifo'Ation 8ervice, 008easons 1933-36 

Quantity or IndIcated grade I ~ 
Quantlty or IndIcated staple length a 

III 
DeViations (cents per pound) 1 StrIctGood StrIct Low StrIct IShorter 1H ~ Mid· I.owMid· Mid­ dllng Mid· MId­ Good than I ~~ inch I~. linch Hi" I H' lHo inches 

dllng dling dling Ordi- Hinch Inch Inches Inches inches Bnddllug nary longer ~ -----------------------1---1---1---1---1---1---1---1---,___,___,___,___,___,___ 
td 

Ral.. Bol.. Bal.. Bal.. Bal.. /lal.. Baltl IBale. Bale. Bal.. Bale. Bale. Bait' Bal~.Under -2.26. ___________........ _•••.. "_.._.._....... ,, ..• "._. __ • __ .._... 1 2 3 a .._...._ 1 .•_...__ ...._........... " __ "" I 


:~:~:~ :t~::::::::::::=:::::::::=::=:::::::::::::::::: :::::::: =:::::~: ! Ig !~ 1~ .. ----~- ::::::~: ---"1 :==:::~: :=::::i: ::::=:~= ::::::.:: :::::::: i-1.36 to -1.06. ____________________ .......... _______ •.••.. _.... ____ 1 8 16 44 26 4 6 3 1 _______________________________ _ ..... 

-1.06 to -0.76__ ..__________....____ ..... ____ .. ___ •______ . 6 16 21 62 112 63 11 14 13 4 4 1 _____ ... ______ __ !zl 
-0.76 to -0.46______.. ___ .. _________ ......_. ____ ._ .... _... _ 6 73 91 168 102 42 62 TJ 70 26 4 4 ......________ __ 
-0.46to -0.16________ ..________ ... ___ • ____ •__ ...... _...... 63 668 823 666 98 16 197 666 649 204 72 10 _____ •__ ..____ __ Ql 

-O.I6to 0.14________ .....__ ....____ ....___•• _......... __ ... 761 6,632 10,188 2,612 266 32 1,044 6, 609 6,719 2,303 362 -10 3 ____.. _ co 
0.IHoO.44 ________ .................___ .. _.........__ .. __ ." IS9 1,324 939 247 40 9 129 664 1,294 2,635 620 44 ~co 
0.45 to 0.74_____ ...____ ....________ .. ___ .._____________ .... _ 17 163 91 64 S 3 12 77 214 41S 236 23 ------n------i0.76 to 1.04. ___.._______________ • ______.._____________ •____ • 1 27 IS 16 3 1 3 21 72 696 216 27 
1.06 to 1.34_ .. __________ .... ______ •__________________ •__ •• __ 1 16 2 2 1 2 2 13 35 64 10 f1 

1 ~ 
3 3 

12 7 ~ 
::gg i~ t~::::::::::::::::::::::::::::::::::::::::::::::::: ::::::j: ______ ~_ ------:. ::::::;: ::::::~: :::::::: :::::::: ::::::~: -----T ------~- i i 

9 

1 

2 

li 14~:~ i~ ~:e::~::::::::::::::::::::::::::=::::::::::::::::::: :::::::: ::::::~: :::::::: :::::::: :::::::: :::::::: :::::::: ::::::~: ::::::j: __ .___ ~_______ ~- g 
13 7 ~ 
14 13~:~n~~·!~;Cr:.___::=::::::::::::::::::::::::::::::::::::::::: :::::::: :::::::: :::::::: :::::::: :::::::: ::~::::: :::::::. :::::::: :::::::: :::::::: i ~ 37 17Total •• ______________________________________________ ---'---'---'---._--,---,---,---,---,---,---,---,---,--- ~ 1,044 S,704 12,196 3,641 726 21S 1,468 7,836 7,956 6,232 1,480 208 118 65 

-~ = -- ­ ---= --- -- ­= ---Mean__ " _•• _.. ____ •__________________________________ •• __ Cenl. Cent3 Cent' Cenl. Cenll Cenl. Cenu Cenl. = Cenl. Cenls = ---------Cenl. Cent, Cenl. Cenls §Standard error of mCllu.. __________________________________ 0.05 0.04 0.00 -0.07 -0.43 -0.7S -0.04 0.00 0.05 0.25 0.38 0.88 2.92 3.08.01 .00 .00 .00 .02Average deviation••• ".••• __...._______ •• ___________ ... ___ .04 .01 .00 .00 .00 .01 .08 .12 .11 a.12 .11 .06 .17Approximate range '_ •. "____________________ ...______ ....__ .52 .56 .14 .06 .14 .23 .33 .8:1 .9S .683.00 4.60 4.. 70 3. SO 6. (lO 3.70 3.30 4.00 4.90 4.60 4. SO 7.00 7.40 4.10 ~ 
I Minus sign (-) mOllns below tho IIverage )lrit-e or Middling l/I'llde or the '111'1e stll)lle and heiow tho average prIce or H.inch stnille or tho sarno grade. 
I Grades 01 White Bnd Extra White cotton. • 
• The npproxlmate range was measured rrom the millpoint or the extreme classes. ~ 
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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 accounted 
for by differences between the classification by Government specilll­
ists, on the basis of which premiums and discounts were calculated, 
and that by local buyers, 011 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 classification by local 
buyers of samples cut from the same 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 }i6 of an inch for 44 percent and of }k of an inch or more for 2 percent 
of the bales (tables 6 and 7). 

Factors that may accOlmt for these differences in classification in­
elude differences in qUfl,lity of the cotton as a result of the samples 
having been taken from different parts of the bale, differences in 
physical condition of the sample at the tinle it was classed, differences 
in conditions under which the samples were classed, differences in 
competency of the classers and in familiarity with t.he official stand­
ards, and inherent differences in the classification of cotton owing to 
the fact that it is not an exact science. 

TABLE 6.-Proportion of 'bales classified by local bllyeTs the same as, and as differing 
by specified amounts from, that by Government specialists, by grade, seasons 
1933-36 1 

Size of sample Proportion classed as-

IlIgher grade by local ILower grade by local 
buyers than by Go\"· buyers tban by Go\"· 

Gradel Govern.! Local ernment specialists ernment spocialists
ment buyers' E?~all__-;-__-;-__I____-;"'-__ 

classjll· classifi· grade 2 or 2 or 
cation I' cation Total 1 grade more Total 1 grade more 

higber grades lower grades
higher lower 

---------1.---'--.---------------,--­
2-Strlct Good Middling.... B"le~ ..~~~~~. ~e~c,:,~ ~~~~.~~ ~~~~~n:. ~~~':'~\ Pf~~~1 ~~T~~~~ P'[f%.'~ 
~GoodMiddling ........ __ 98; 89 4.3 " ......................1 95.7 D2.7 3.0 
4-Strict Middling........ __ 4.365 5,692 83.5 1.0 1. 0 15,5 H.6 ,g
5-Middling............... _ 3.4i4 3,463 58.1 30.1 30,0 0.1 11.S n.6 .2 
f,-Strict Low Middling .... 1,857 1.445 48.5 45.0 4(],2 4.8 6.5 ! 6,4 . I 
7-Low );Iiddling. __ ...• __ __ 320 302 48. 1 40. 6 30, 6 10. 0 11.3 9. 1 2.!! 
S-StIict Good Ordinary._.. H 45 26. S 61.0 51.2 9.8 12. 2 12.2 ........ 
9-GoodOrdinary .......... f 6 15 16.7 83,3 50.0 33.3 .. _.... __ .............. . 

Total or average ••..••\~lril:05l6i:21~1l7:7It:2Clu:9rl;11--.-8 
1 The samples clas5ecl by local buyers generally were cut from th" bales. whereas most of tbose classed by

Government specialists were taken at the gin press box. 
, White cotton only. 

On the basis of premiums and discounts quoted in central markets 
during the seasons 1933-36, these differences between the classification 
of Government specialists and that of local buyers were great enough 
to account for an average deviation of 0.17 cent a pound for grade 
and 0.18 cent a pound for staple length. 1'he 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 central-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 196 pernent of those 
quoted in central markets. Similarly, discounts for grades below 
Micldling averaged 59 percent ana those for stnples shorter than % 
inch averaged 74 percent of those quoted in central markets. Only 
a part of these differences can be attributed to possible inaccuracies 
in the classifications by local buyers (13). 

TABLE 7.-Proportion of bales classified by local buyers the same as, and as differing 
by specified amounts from, that by Government specialists, by staple length, seasons 
1933-86 1 

illm f)( sr.mple 1___,-___Pr_o_P<l_r_t1_0n_CI_SSS-;-ed_SS_-______

I Longer staple by local Shorter staple by local 
buyers than by GO\" buyers than by Gov· 

Staple length (inches) Govern· Local E I ernment specialists ernment specialists
ment buyers' qua

clsssifl. clsssifl. in ---r--r---j'--,----,--­
cation cation staple 'Ii I h tL I hI 

Total ~. Inch ~r ;;~re J.i. inch 7" ncI, I longer longer Total shorter ~h~f:: 
--------- --- ----- -------------_. 

Bales Baits IPercent Perctnl Pactlll Puctllt Pactllt Percent Percent 
I-Shorterthan;;s........ __ 1,596 156 7.5 92.6 91.9 0.7 ....................... . 

2-H........................ 3,174 4.678 87.2 11.7 10.3 1.4 1.1 1.1 ...... . 

3-14;....................... 1.695 1.002 33.0 41.7 39.7 2. 0 25.3 25.2 0.1 

4-1......................... 1. 058 1.476 'I 64.7 15.7 15.6 .1 19.6 18.0 1.6 

5-1H....................... 193 319 4.8 1. 2 .1 1.1 4.0 3.9 .1 

6-HL....__........ __ ..... H 41 34.1 2.3 2.3 ........ M.6 56.8 6.S 

7-Hf........__............ -I __2 !.:=:.:.:.:. • .:.::..:.:.....I.:=:.:.:.:.:.:=:.:.:.:.~~I~ 


Total or average ...... 7.764 7.7Ml 54.61 35.3 33.9! 1. 41 10.1. 9.8 ! .3 
1 1 

1 The samples classed by local buyers 2enerally were cut rrom the bales, whereas most or those dassed 
by GO\'ernment <pecialists were taken at the gin press bo~. 

Considerable vt1rintions in prices of cotton of the same grnde and 
staple length designations, when accurn,tely clflssified, may be ac­
counted for by differences in the quality and commercifll value of t.he 
cotton. If differences in value for the different qualities of cotton 
included within a specified g:mde and staple-length group, according 
to the official standards, are proportionately about as great as the 
average difference in value from one grnde n,nd staple-length group 
to another. and this appears to be a reasonable assumption, the range 
in values of cotton designated as ~Iiddling I-inch (staples in Xs-inch 
groups), for example, amounted on the basis of premiums and dis­
counts quoted in central markets during the season 1936-3i to about 
1.1 cent~ a pound. 

It is recognized, of course. that these differences in quality within It 

specified class are not always Ilccurately 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 these 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 lengths in that market by more than 0.42 cent a 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, lnrgelv bv differences in the qualitv 
and commercial value of cotton of tile same grade and staple length 
designation, and by differences in bargaining power of traders in the 
market. 

Changes in price level during the da,y are great enough in many 
instances to account for considerable difl"erences in prices for cotton 
of the same grade nnd staple length sold in the same local market 
on the Sf'me 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 nssocinted with changes in 
prices of futures contracts, but the results of a survey made during 
the season 1935-36 indicate that in more than 90 percent of the local 
markets, prices were based on New York futures contracts.S In­
formation on futures prices is made available currentlv during the 
day in many 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 chang-es in prices of futures con·· 
tracts so that changes in basis are not very frequent. 

Differences in bargaining power of farmers and of local buyers 
douhtless account for 11 part of the irregular vllriations in price::; to 
growers on the basis of grade and stllple length. Differences in 
bargaining power result from differences m general business ability, 
from differences in h.llowledge of the quality and commercial value 
of the cotton, and from differences III financial obligations, etc. 
Some growers who are in debt to local buvers may be able to exact 
relatively high prices fQr their cotton becallse the buyer is ,'tilling to 
pay relatively high prices in order to coUect on accounts, whereas 
otlier growers who are obligated to sell their cotton to specific buyers 
may be forced to take less than the prevniling market prices. Some 
buyers who purchase cotton as a means of collecting debts or of 
increasing their volume of business may be able to' pay nconsiderably 
higher price for cotton than Qther buyers nO't similarly situated. 
Irregular vnriatiQns in prices as a result of differences in bargaining 
power tend to CQmpensate each other in the computation of average 
grade and 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. Classification services most generally 
used in connection with the sale of cotton on sample include (1) the 

'See footnote i, p.12. 
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classification by 10ci\,1 buyers and by representatives of cooperative 
cotton-marketing associations, when this information is made avail­
able to the grower for his use iu bargaining in the sale of his cotton 
on sample; (2) t.he classification by Government classers when this 
information is made availnblc to growers for their use in selling cotton 
on sample; (3) classifications by public clnssers for cotton sold on 
samples grouped on the basis of grade and staple length and exhibited 
on tables. Classification services used as a basis for selling on de­
scription a,re confined largely to a relntively few local mnrkets, ut 
which the cotton is classified by public classers, who issue certificntes 
showing then' classification along "Tjth information on the location, 
weight, means of identification, condition, etc., of the bale upon the 
baRis of which the cotton is sold. 

It is undoubtedly true that a substantial quantity of cotton is 
cla(':sified bv local buyers before it is sold by growers, but it is not 
known to \vhat e..xtent 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 local buyers' dnssificntion represented, on the average, about two­
thirds of those quoted in central markets (13), but information avail­
able is not adequate for indicil,ting what part, if any, of these premiums 
and discOlmts may be attributed to a knowledge of quality obtained 
by growers from local buyers. 

Information on the classification of cotton by representat.ives of 
cooperative cotton-marketing associa,tions is made availn,ble to some 
growers for use in selling their cotton (8). The association's repre­
sentative usually gives the grower a bid on the basis of the nssocia­
tion's classification so thf.,"':. 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 tlssociation's 
representative. Availilble data are not adequate for sho\\~g the 
grade and staple premiums 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 und 
dIscounts for the medium grades and staples shown on the bl1sis and 
differential sheets sent out to representatives of cooperative cotton­
marketing associa,tions for their use in mak-ing 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 oi the clnssification of a public classer who classified 
the cotton as a part of the service rendered by the local warehouse 
show substantial premiums nnd discounts on the basis of grnde and 
staple length (table 8). During the 4 years 1933-36, premiums for 
grades above Middling averaged 95 percent and those for staples 
longer 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 1{iddling 
and 134 percent for staples shorter than %inch. Grade and staple 
premiums and discounts in these selected local markets varied some­
~hat irregul,n,rly from year to yeur, but during pach season a subs tan­
tlUl proportIOn of centml-market premiums and discOlmts for grade 
and staple length was reflected in prices to growers. 

It should be realized that these local markets represent rather 
specialized conditions in which cotton is concentrated in local wure­
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houses in volumes large enough to justify employing a public classer. 
This type of clnssification service probably could be carried on suc­
cessfully in otber markets in which these speci3.lized conditions exist, 
but it mav not be adaptable to (")nditions prevailing in a large pro­
portion o(the smaller local market '. 

TABLE 8.-Average premiums and discounts for cotton of specified grade and staple 
length in selected local mtlrkets, with a public classer at the local ware.house and in 
central mat'kets, seasons 1988-86 

SE.-\SON 1933-34 

CentralLocal markets IWU'kets 

Grade and staple lenlrth 
Size 01 Premiums Premiums 
sample and dis· and dis· 

counts(-)I coum's(-)% 

Grade: 
White:' 

3-000d Middling............................................. 
4-8trlct Middling••.•.•.••••••••••••••••••.••.••••••..••.••••• 
5-Middling (basis}•.••.•••••••..••••••••••..•••••.••..•••••••• 
6-Strlct LOw Middling.•••••••••.••••••.•••.••...••.••••••••• 
i-Low Middling.••••, ..••"'" ••••.•••••• , .••••••••••••••. '" 

S,aple (inchl'S): j 

~=~~b~b\~~.~::::::::::::::::::::::::::::::::::::::::::::::::: 
3-1~•••••••••••••••••••••, ••••••"""" ••• ' ••• ' •••••••••••••••••• 
4-1 ................................................................ 

Balt3 
16 

1.113 
232 
42 

1 

2 
987 

1,113 
1 

Cent! 
0.211 
.29 
.00 

-.36 
-.41 

-.14 
.00 
.12 
.21 

Cent! 
0.39 
.Z7 
.00 

-.34 
-.is 

, -.20 
.00 
• HI 
.41 

SEASON 1934-35 

Grade: 
'White:' 

3-Good Middling.••.•••.•••••••..•....•••..•••••••••••••••••• 

t:~mr.t~~t:,:k:::::::::::::::::::::::::::::::::::::::~:::
fl--Strlct Low Middling••.•••••••••••••.••.••••.••.••••••••.•. 
i-Low 1vfiddUng.•.•.••...•.•.••••••••..•••••.•.••••.••.•••••. 
S--Strlct Oood Ordinary...__...................""" ••••••••• 
9-000d Ordinary•••.••.•..•••.•••""" __ " •.••••••••••••••• , 

Spotted:
3-000d :Middling....................................-. ....... 

E!~H~:~~~~:~i::=======~=:====:=:==:::::==::::::====:
7-Low Mlddling.••• __........................................ 

Staple (inches): • 

~=~r(~~~s\~~~.~~::::=::::::::::::::::::::::::::::::::::::::::::::
3- I ~{6••• ______•••••••_•••"" __•••_ ••••••_...___•••__ •••• ____••••• 
4-L.__......_••_•• __ •••••••••••••••••••••• __ "_" ___• '" ••••__•••• 
5-1H6._. __ ............ __ •••_•••_......_.................. '_'" _'" 

813 
6.584 

991 
159 
84 
56 
5 

5 
296 
36 
13 
20 

1 
594 

6,584 
81 

I 

0. 37 
.36 
.00 

-.43 
-1.06 
-1.93 
-3.46 

-.03 
.00 

-.46 
-.90 

-\. 76 

-.01 
.00 
.13 
.33 
.38 

0.48 
.33 
.00 

-.3i 
-.19 

-1.30 
-2.~1 

.28 
.00 

-.38 
-.80 

-1.30 

'-.28 
.00 
.28 
.13 

1.33 

SEASON tlm-.'16 

Grade: 
White:' 

88 0.39 0.47t=~t~~ ~j\~~\~L=:::::::::::::::::::::::::::::::::::::::::: 2,860 .38 .31 
2,229 .00 .00~~f~~11fo\(~~~iiiig_..·:::::::::::::::::::::::::::::::::::::: 2,1;1 -.37 -.39 

7-Low Mlddling_.....__••._•.•••__... __ ._...........___..__ •• US -.79 -.85 
S--Strlct Good Ordlnary........... _..__ ••______...........___ . 780 -1.63 -1.3~ 
9-Good Ordinary••_..........._._..._....._",,,.,, .__..... .. Is;, -2.20 -l.SI 

Spotted:
3-000d Middllng...__••___._.........__...............__•__ •. • 10 -.03 .25 
4-.8trlct Mlddling....___ ••_............_......... __......__ ••• 333 .01 -.03 
5-Mlddllng•••••• ___ .••.••••_' ..""" ••. , .... ____ ••______•••. ISO -.36 -.42 
fl--Strlct Low Middling .••__ ....._._. __ •.••__.... __ ........... 49 -.92 -.89 
7-Low ?flddllng............___. ___•••. _____.....__.........__ 68 -1.62 -1.37 

Staple (inches):' 
28 -.65 ' -.34~=~r'lb~s)~~~.~~:::::::::::=:::::::::::::::::::::::=::::::=:::::: 32 .1lIl .00 

3-' ~1~............................__.••...•.•__......--..••.•, -- ... 2,229 .:19 .32 
4-1....................__ ............................, ........."'. 113 .45 i .67 
&-1 H..........'_'.•__..........................................__ • 3 .54 I .95 

See footnotes a t end of tllhIe. 
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TA.BLE 8.-Average premiu11I8 and discounts for coUon of specified grade and staple 
length l:n selected local market8, with a public clailser at the local warehouse and in 
Cllntral markets, 8easons 19S5-S6-Continued 

SEA.,SON 1936~7 

CentralLocal markets markets 

Orade and staple length 

Size of ~:fJI:s P~:f~~s 
sample counts (-) counts (_) 

Ora~e: 
White: ' 

3-000d 1\lIddllng.•••••.•••.• __ ._ ••.•_._._ •••••_.•_._..• __"'_ 
Bale. 

233 
Cent. 

0.27 
Cente 

0.5.'! 

EMWcilt;;j~~~li~~:.=~===============:=================:=::i-Low Middling•• _. __ .••. _._..••.•• __ ••.•._._._._.•__ •.•• , __ _ 
S-Strict Oood Ordinary....___._.______ ••__._. ________ . _••___ _ 
~Oood Ordinary____._.•_._. ___ •••••_. __•. __.._•._. __•• ___ •.. 

6,33i 
9,3i6 
3,732 

615 
13i 

18 

.27 

.00 
-.44 

-1.05 
-2.21 
-2.56 

.35 

.00 
-.49 

-1.18 
-1.82 
-2.38 

Spotted:
3-000d Middling, •• ___ • __ ............... _. ___ ........ , _..... _ 59 .12 .16 

E!l;~~~~~~~~l~~~~.~~~~~~~~~~~~~~~~~=~~~~~~~~~~~~~~~~~~~~~
Staple (Inches): , 

I-Shorter than ~~ ........ __ ._._ ..................... _..... _..... .. 
2-~~ (basis) ...........__..____ .. _... ___ ...........______......__ •. 
3-1<>1 ....____ ..______ ............____ •_..•, __ ••••____.............. 
4-1............................. __ ................................ _ 
.>-IH...................... __............ __ ....... _._ .... __ ....... . 
6-1~ ................ __• __ ..................... __ ........_....._.. . 

815 
&13 

36 
8 

2,056 
5.617
5; 575 
4.28-1 

338 
11 

-.20 
-.50 

-1.28 
-1.92 

-.79 
.00 
.28 
.62 
.84 
.94 : 

-.07 
-.53 

-1.26 
-1.95 

'-.59 
.00 
.51 
.9-1 

1.52 
2.34 , 

SEAaON 1933-36 

Orade: 
White:'

3-000d Middling. _... _______......________..._..._....... __ •• 1,210 0.35 0.49 

16.954 .32 .33t=~~.h~~d&~~~j:.:=:::::::::::=:::=:===:=::::::::=::::::::: 12. 828 .00 .00

6-Strict Low ~1iddling____......____.......__ ..... _____ .. __ ,. 6,104 -.41 -.45

i-Low Middling.......... ________ . _____.... _______ ._. __ .._••• 
 1.448 -.92 -.99S-Strict Oood Ordinary....___.. ____•____.. __ .. ____.. _______ __ 973 -1.73 -1.41 
~Oood Ordinary.•••_.....____......_._.____...._............ 208 -2. 26 -1.87 

Spotted:
3-00od Middling......__ ._..__ ... _..___ •• __ ...... _. __ ........ i4 .09 .18 

1,444 -.11 --OSt=~~~tlr:i~~!~~~:::::::=:::~::::::::::::::::::::::::: ::: ::::: 829 -.47 -. 50
&-Strict Low Middllng. __ .....____.._................___.. __ • 98 -1.05 -1.01 
7-Low Middling........... __ ..... ___ •••.• __..__ •. _... _••••••• 96 -1.67 -1.40 

Staple (Inchoo): I 
2.087 -.79 , -.59i~f(b~s)~~~~:::::::::.::::::::::::::::::::::::::::::::::::::: 7,230 .00 .00 

3-'~ 6 ......_____ • ___ .... _________ ... _.... __.. ____ .. _....... __ • __ .. 
 15,561 .21 .36
4-1............____ . ______..____ • __ .. __ . ____ . ___.. __....__• __ .. , .. . 
 4.545 .Rl .93
5-1!f6....... __ oo ____. __ ...____ ••. ________...__ ••___..___ oo. __ . __ •• 
 342 .84 1.51
6-Hlioo__ ......... __ ........ _...__....._____• ________.•.____.._.... 11­ .9-1 2. 34 

I Premiums and discounts for grade in cents per pound from the avera.;e price of Middling cotton of the 
same staple length and for staple In cents per pound from the average price of H·inch cotton of the same 
grade soltlln the same local market on the same da)'. Prices of Middling %·inch cotton In the selected IOC!l1 
markets averaged 9.05 cents per pound in 1933-34, 13.01 cent, in 1934-35, 10.88 cents In 1935-36, and 12.08 cents 
in 1936-37. The corresponding central·market quotations averaged 9.1i, 12.79, 10.90, and 12.0i cents per
pound, respectively. Data for these averag:~ are conllned largely to sales made during the IIrst 8 months of 
theseason. 

• Quotations for Middling j:/i·inch cotton and premiums and discounts for gmde In the 10 designated spot
markets, average premiums for I~.-inch and I-inch cotton at the 6 spot markets, average premiums for 
staples IJ.1.lnches and longer at Memphis Bnd New Orleans, an<1a\'erage discounts for ';i.·inch cotton at 
Houston, Oalveston, and New Orleans are weightsd by the number of baies of cotton of the same gtade and 
staple-length designation sold on thesame day and Included in the sample of cotton shown for local markets. 

'Includes Extra White cotton. Premiums and discounts in celltral market~ for Extra Whits cotton were 
about the same as for the corresponding grades of Whits cotton. 

I Bales sold in local markets when t1assed in odd·numbered thlrty-seconds of an inch were tabulated as of 
the next lower sixteenth of an Inch. 

I Includes '7i.·inch cotton only. 
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Considerable difference in prices for cotton of the same grade and 
staple length sold in the same ma.,;,kets on the same day was also 
indicated for markets with a public classification service. In somtl 
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 9). But these irregular variations in prices on 
the basis of grade and stl1,ple length generally were much less than 
those previously shown for cotton sold on sample in local markets 
without a public classifica,tion service (table 5). That these irregular 
variations in prices on the basis of grade and sta\lle length sold on 
description on the basis of a public classification serVIce were accounted 
for largely by changeI:' 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 tinle of the day showed very little 
irregularity.

In some local markets with a public classer stationed at the local 
warehouse, much of the cotton was sold by the local buyer on descrip­
tion on the basis of the original classification by the public classer. 
Data on these "second sales" show that premiums for grades above 
Middling averaged 97 pel"cent and premiums for staples longer than 
l7{s of an inch averaged 66 percent of those quoted in central markets. 
Discotmts for grades below Middling averaged 104 percent, and those 
for staples shorter than 1%6 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 
local market on the' same day were noted, but these differences were 
also attributed almost wholly to changes in price level during the day. 
Data on cotton of the various grades and staple lengths sold at the 
same tinle of the day indicated that graue 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 certain 
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 instances, during recent years, arrange­
ments have been made wi.th these ginners to supply the names and 
addresses of their farmer patrons, in which cases information on clas­
sification was mailed on cards to the growers. In most instances this 
information was mailed to the farmer without a specific request from 
hinl, and generally the cotton was sold before Lhis information was 
received. Data were obtained during the season 1936-37 011 prices 
for cotton sold in seven farmers' local markets in which tlus informa­
tion on classification was mailed to growers, but the data available 
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. 



TABLE g.-Deviations in prices for cotton of specified grades from. the average price of Middling of the same staple length, and for specified staples b.':) 
~from the average price of )Is-inch cotton of the same grade sold on the sam.e day in selected local markets with a public classer at the local 

warehouse, seasons 1933-36 

~ 
oQuuntlty of Indicated grade I Quantity of Indicated staple length 
III 

Devilltions (cents per pound) I 
Strict I I Strict IShorter Ij.f. IHiGood Strict Middling Low Low Good than % Inch I'Moinch 1 linch inches InchesMlddllngl Mlddllngl IMiddling Middling Ordinary % Inch 

i 
~ ---------------------1----'----,----,----,----,----,----,----,----,----,----,-- ­
ttlBalex Bale, Bal.. Bal.. Bales Bala Ba/n Baits Bales Bale, Bales' Bal•• 

Undor -2.65..........._._ ..•..•••.•• _.•• _.................... '_""'_" .,._.", __ ._•.•• __ .. __ ._._._.. 33 _•.•._.._........_••.•_.• _••• ____ ••• _._. _. __._•• ___ ._.__ •.•_ 

-2.55to-2.26______ ._.. _••. _........ _•••.• __ .___ •.•_.•• _.... 1 _"'_' __ " ._.__ ..... 2 76 __._.____ . ___ ... __ •.._____._._ ._ •. ____ .••_._._••.•.• __ •__ •.. 
-2.25 to -1.06. ____..••.••.• _______• ___ ._••_••• _._. __ • __ ••• '_' ._ .........._._..•_. 1 28 93 ._•• __ ._.. 1 ••.••••• ,_ •.. ___ ._._ .•.•••_•.. _... __ •.•• 
-1.95 to -1.66.•_•••••___._ •• _.....___ .••_.••_•. __ •• __ ...... __ 2 3 5 40 308 1 ••• ____ ••• 4 •.•.•...• _ .._•.... _. _..._...__ 
-1.65 to -1.36._ •• ___._.______ ._ •.••_._.....______.. _••_•••• __ 3 ._. ___•••• 4 52 415 9 2 . _________ ""'_'_" •••_•.•.•. _._•.••.._ 
-1.35 to -1.06•••...•••_•••••.•.•• ___ ._••••. _...__ ._ ..... _.... 1 5 11 225 36 38 1 1 ••••••. __•••_.••_•.•.••_._ .•.. 
-1.05 to -0.76•.••••.__.....•.•..••_._........... _._ 1 8 18 74 652 5 1,345 21 17 

C>-0.76 to -0.46••..•. __ ..•...•._••._.••••__ •• _._ ••• _ 3 57 83 2,281 387 6 622 37 30 --.•... -iI' ::::::::::1=::::::::: 
-0.45 to -0.16•.••••..•..••..__._••••_•.__ •.._._..._ 6 106 438 3,378 47 '_' __ ' __ " 42 210 131 12 2 '" -O.Ioto 0.14..__ .._._••..•_.•___•._.._._....•. __ •• _. 41 1,152 11,497 301 12 2 22 6,582 6,938 61 1 ..'" 
0.15 to 0.44...................._____•. __ .•.••.•• _.... 968 13,691 706 36 2 5 341 8,350 1,056 8 .-•• ----.j

0.45 tOO.74.•.• _._._ ••.•••__••• __ •• _•.••. ___._•..•__ . 186 1,819 65 12 1 1 28 1,044 2,189 81 ~ 0.75 to 1.04._ •• _. __ •__ •..••••••••••.•••__ •••• ______ •• 5 83 10 ._.••..••••...••••••••_._•••_. 2 5 40 1,213 196 8 
1.05 and over•.•_•••••_••.••_••••••••~••_....•._..... 1 31 3 1 • __ ..••.•.•.._•.••.•.•••.••._. 2 6 8 54 2 rn 

TotaL.••.•••.•.•.....•••.•._· •••••.• _••••_•••1 1,210 I 16, 954 1 12, 828 1 6,1041_1,4481 9731 2, 087 1 7,230 I 15,561 I ~,5451 342 1 ~ ~ 

emtsl emtal emlsl emU I emt'l e~81 emt, I eentsl emtsl eentsl eenls I emt! ~ Mean••••.•••_••..•.•_...•.•.•.•.••••••.•.•••.•••... , 0.36 0.33 0.00 -0.41 -0.91 -1.74 -0.79 0.00 0.21 O .• 59 0.85 0.95 
Standard error of menn .........~__ •__..•_.••...•____ .00 .00 .00 .00 .01 .01 .00 .00 .00 .00 .01 .05 
Average devlatlon •.. ____ ._•••_._ •••..••••.••••..• __ .11 .00 .04 .17 .23 .29 .16 .03 .16 .Ii .17 .11 
Approximate range ' ................_•.• __ .•_._••••• 2.20 6.80 3.70 3.10 3.00 3.80 2.70 3.30 4.20 2.00 1.60 .40 ~ 

I Minus sign (-) means below the average price for Middling gfllde of the snme staple and below the average price of %·Inch staple of the same grade• ~ • Grades of White and Extra White cotton. o• ·rhe approximate range was measured from the midpoint of the extreme classes. 

~ 
q 
gj 

http:2.55to-2.26
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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 pnces for cotton 
sold in these markets after cards with information on classification 
had been received by growers, were analyzed. 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). 

T_-\BLE 1O.-Average premiums and discO'untsfO'r CO'tton O'f specified grades and staple 
lengths in selected IO'cal market$ in which -infO'rmatiO'n O'n the clMsifica#O'n O'f O'nly a 
part O'f the cO'ttO'n was available to' grO'wers at the t-ime the cO'ttO'n WM SO'ld and in 
central markets, seMons 1936-37 1 

CentralLocal markets markets 

Grade Bnd staple length 

Si1e of P:~:r~~s ~~~~s 
sample oountS(_)2 oounts(-)' 

Grade: 

White:' Bait. Cmf! Cml. 


22 0.07 0.54 
746 .06 .35t=~t<;.r~ ~~l~ru~t=======:=====::==:=======:==:=============== 981 .00 .00~~~'f~J~~~ijiig~~::====:==:==:=::=:==============::=:=:i-Low Mlddllng_____________________________________________ _ {61 -.22 -.49 

65 -1.13 -1.19.S-Strict Good Ordinary ______________________________________ _ 12 -1.68 -1.82 
Spotted:{-Strict Mlddling____________________________________________ _ 

225 .00 -.~ 

6-Strict Low Mlddling_______________________________________ _ 
5-Mlddllng__________________________________________________ _ 

203 -.Ii -.52 
7 -.26 -1.25 

Staple (Inches):' I-Shorter than % ________________________________________________ _
2--% (basis) ______________________________________________________ _ 36 -.M '-.05 

39{ .00 .003-! 6 ______________ • _____________________________________________ _~ 

-!-1_ .______________________ - _______________________________________ 829 .17 .48 
476 .37 .90 

5-1716_______ - - ----- -- - - - --- - - -- --- - --- - - -- - - - -- - - - - - - - - - -- - - ------ 64 .47 1.58 

! Arrangements had been made at these loca.! markets to have a sample from each bale mailed to a central 
office where It was classed and the Information on clasSification returned to the grower for his use In selling 
the cotton. 

, PremlUlllS and discounts for grades In cents per pound from the average price of Middling cotton of the 
same staple length and for staple In cents per pound from theaverage price of %-Inch cotton of the same grade 
sold in the same local market on the same day. Prices of Middling %-Inch cotton In the selected local mar­
ke.ts averaged 12.09 cents per pound In 11l36-a7, and the corresponding central-market quotations averagod 
12.02 cents per pound. Data for these averages are confined largely to sales made during the first 8 months of 
the season. 

, Quotations for Middling ~Hnch cotton and premiums and discounts for grade in the 10 dllSlgnated spot 
markets, average premiums for '~G-inch and !-inch cotton at the 6 spot markets, avernge premiums for 
staples 1~. inches and l,nger at Memphis and New Orleans. and average disrounts for 1 'H.-inch cotton at 
Houston, Galveston, and New Orleans are weighted by the number of bales of cotton of the same grade and 
staple-length designation sold on the same day and included in the sample of cotton shown for local markets . 

• Includes Extra White cotton. Premiums and discounts In central markets for Extra White cotton 
were about the same as for the corresponding grades of White cotton. 

, Bales sold in local markets when classed in odd-numbered thirty-seconds of an Inch were tabulated as 
of the next lower sixteenth of an inch . 

• Includes ''HG-inch cotton only. 

The small proportion of central-market premiums and discounts for 
grade and staple length reflected in prices in these local markets is 
accounted for largely by the fact that, in most instances, the informa­
tion on classification 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 available during the season 1936-37, 
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about half of the cotton was sold on the day it was ginned and more 
than two-thirds of it was sold within 2 days after it was ~ned. As 
this plan was set up, the minimum time required to get the mformation 
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
ers 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 many 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 a 
public classification service, these irregular variations in prices on the 
basis of grade and staple length for cotton sold in the same local 
markets on the same day are accounted for largely by differences 
between the classification on the basis of which the cottOll was sold, 
and that on the basis of which premiums and discounts were cal­
culated, differences in -value of cot,ton of the same grade and staple­
length designation according to the official standards, changes in price 
level during the day, and differences in bargaining power of farmers 
and of local buyers. 

TABLE ll.-Deviations -in prices to growers for cotton of specified grades from the 
average price of jl,Iiddling of the same staple length, and for specified staples from 
the aver'lge price of }'s-inch cotion of the same grade sold on the same day in selected 
local markets in which 1·nformation on the classification of only a part of the cot/on 
was available to growers at the time the cotion was sold, season 1936-37 

Quantity of indicatt>d grade' I Quantity of Indicated staple length 
---,---.---~----.----i

Deviations (cents Shorterper pound) I Good St,:ict Mid- ~~;t Low th~n Hi 1~'. 1 1)-f.Mid­ dI· Mid­MI<I- 1\[·1
dling dling 109 1,- dling: Hi inch inch inch inches 

dUng inch 
-------1------- ---- ----------------

Bal.. Bal.. Bale. Bait! Bales Bait! Bal.. BaT" Bal.. BaTesUnder -1.95____________ _______ ________ 2 2 13 ________ ________ 1 ____________ _ 
-1.95 to -1.66_______________________ ._ _______ 6 11 1 _____________ _ 
-1.65 to -1.36__________ _______ 1 1 2 4 2 1 ______ _
-1.35 to -1.06___________________________ 0____ 2 2 ___________________________ . _______ _ 

=~:~g ~~ =g:~:::::::::: ::::::: ------,;- 1: ¥l 1 ··---T 1~ ~ -----7- -----=­
-0.45 to -0.16__________ _______ 45 135 1~7 10 5 42 72 11 I 
-0.15 to 0.14.___________ 19 557 662 181 10 242M 323 93 13 
0.15 to 0.4-1._____________ 3 94 140 50 3 3 74 309 147 13 
0.45 to 0.74______________ _______ 26 17 6 1 2 12 91 187 24
0.75 to 1.04____ __________ _______ 13 5 1 ___ .____ ________ 3 17 23 12 
1.05 to 1.34______________ _______ 2 1 ____ .__ 5 5 10 _______________________ • 

1.35 and over____________ _______ 1 ___ . ___________ • __ •_____________•______ ._0 __ ._ 2 

TotaL ___________ _ 22 746 981 161 60 394 829 476 64 

Cent., CentB Cent. Cent. Cents Cent! Cent. Cent. Cents Cmt.Mean ___________________ 0.07 0.06 0.00 -0.20 -1.14 -0.02 -0.00 0.17 0.37 0.47 
Standard error of mean __ .02 .01 .01 .02 .13 .04 .01 .01 .02 .04
Average deviation _______ .09 .14 .12 .28 .93 .15 .15 .25 .28 .28
Approximate range , ____ .50 3.10 3.90 4.90 3.70 1.00 2. iO I 3.80 I 3.00 1. ~O 

: ! 

I Minus sign (-) means below the average price for Middling grade of the same staple and below the 
avernge price of }!i. inch staple of the same grade. 

I Grades of White and Extra White cotton. 
3 The approximate range was measured from the midpoint of the extreme cbsses. 
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PREMIUMS AND DISCOUNTS WITH. VERSUS WITHOUT. A PUBLIC COTTON. 
CLASSIFICATION SERVICE TO GROWERS 

A comparison of the results presented in the preceding sections shows 
that premiums and discounts for grade and stttple length in local mar­
kets were generally substantially grea.ter for cotton sold on the basis 
of a public classificlltion service than for that sold without such a 
service. In local markets in which cotton wus sold on description 
on the basis of the classification of a public classer who clas8ed the 
cO.tton as a p.al't of the services rendered by the local warehouse, pre­
mIUms and dIscounts 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 ma.rkets in which arrange­
ments had been made to have a sample from each bale mailed to a 
centrlll office where it was classed and the information on classification 
mailed to the grower, but generally the cotton was sold before this 
information on chssification was received, premiums and discounts 
for grade Ilnd staple length were generallv substantially less than those 
quoted in central markets and were, on the averttge, not much greater 
than those in market.s without a public classification service. 

During the season 1936-37, for example, the proportion of central­
market premiums and discounts for grade and staple length reflected 
in prices to growers a\yeraged about 78 percent for cotton sold on 
description on the basis of the classification of a public classer who 
classed the cotton as a part of the senTices rendered by t.he local ware­
house; about 37 percent for cotton sold in markets ill which arrange­
ments had been made to have a sample from each bale mailed to a 
cent:ral office where it was dassed 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 classification 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 warehouse were calculated on the basis of the 
classifications used in selling the cotton, whereas those for cotton sold 
in other local markets were calculated on the basis of the classifica­
tions of Government. specialists, although 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 considero hIe proportion of the cotton for which 
records were obtained. Premiums and discolmts, calculated on the 
basis of the classificat.ion of local buyers, were found to be somewhat 
greater than those calculated on the basis of Government clas.~ifica­
tion. But after making due allowances for t.he influence of these 
differences in classification, grade and staple premiums and discounts 
for cotton sold on description on the basis of the classification of a 
public classer stationed in the market were substantially greater than 
those in other selected local markets. 

Irregular variat.ions in prices on the basis of grade and staple len~th 
were substantially less for cotton sold on the basis of the classificatIOn 
of a public classer stationed at the local ,varehouse 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 snme 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 bnsis of the classificntioll 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 
PER POUND GRADE 

2.00 

I Lee.' mllr••,., t"ithout,. public :serll;c.~ 


1.50 	 f---- r::. Loc.' mIlTk.,., with im/ormalion on c/usi/iclltion 0/ oaly lI,art ---- ­
t:".it o/the cotton IIlJllfJ.ble .t lh. lime cotton ,"".IS sold. 

1.00 	 f---- ~ Loefl' mllrJceu with II public c/uur ",.aoned in the market. ___-=__
EI Cener.t mllrkeu 

.50 

o 

-.50 

·1.00 

·1.50 

·2.00 

·2.50 

G.M. S.M. M. 

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 discounts for grade and staple in central markets 
reflected in prices to growers averaged 78 percent for cotton sold on description 
on the basi~ of the classification of a public classer stationed at the local ware­
house, 37 percent for cotton sold in local markets 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 service. 

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 nnd their willingness to sell and buy cotton 
on the basis of this information . 

.O\DEQUACY OF THE SAMPLES 

The adequacy of the sample from a bale is detennined 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 nnd conditioning the sample.9 

Unless the sample classed .represents at least fairly accurately the 
• MARTIN, SAlI W., and CLE.H'ES, FLORENA. SAlIPUNG AlIERICAN COTTON (PREUlIINARY REPOa%). 

U. S. Dept. Agr. 3; pp., illus. 1936. !Mimeographed.] 
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quality or qunlities of cotton in the bale, the clnssiflention may be 
misleuding. In addition, the physical condition of the sample needs 
to be such that the various quulity elements represented CUll bt, 
evaluated on the basis of the otticilll stn\1dnrds with n fnir degree of 
accuracy. 

Btlles~uuiform in quulity throughout offer few difficulties in connec­
tion with obtuining represcntnth'e snmples, but those containing 
cotton of different qunlities in different portions of the bull', including 
plated bnles, two-sided buIes, mi.'i:ed-pllcked bnles, nnd other mi.xtures, 
offer renl difficulties in this connection. Avuilnble dutll nre not ude­
qunte for indicnting even fnirly neeurntely the proportion of Americlln 
cotton pncknged in bnles not uniform in quality throughout, but 
informntion furnished by buyers interviewed throughout the Cotton 
Belt indicntes thnt us much ns 12 percent of the bnles marketed in the 
United Stutes during the sen son 1932-33 wem considered to be two­
sided.9 Goyernment regulutions specify thnt­
if a sample drawn from one part of a bale is lower in ~rade or shorter in staple 
length than one drilwn from another portion of such ball.' * * * the clas:;i­
fication of the bale shall be that of the sample showing the lower grade or shorter 
length (30). 

Differences in the classifieution of snmples from the same bales, as 
a result of their having been tnken from different portions of the bnle, 
and of differences in physicnl condition of the snmple may be great 
enough to result in substnntial gnins or losses in individual instances 
in ".-hich the cotton is bought on the basis of the clnssification of one 
snmple and sold on the basis of the classification of another sample. 
Extreme differences, nccounted for in part by differences in snmplmg, 
are exemplified by 11 comparison of the r!nssificntion of sllmples tllken 
at the gin press box with that of snmples cut from the bales. 

For eXllmple, a comparison of the classitication by specialists of 
2,592 snmples tnken at the gin press box with that of samples cut from 
the two sides of the same bales showed differences which, on the basis 
of central-market quotations in 1934-35, were grent enough to account 
for differences of 0.23 cent or more a pound for 39 percent of the 
samples n:,d of 0.08 cent or more a pound for i2 percent of the samples. 

Such deviations in clossificntion mny be accounted for by (1) differ­
ences in physical condition of the snmples, I1S tl result of their hnving 
been tnken by different methods and possibly as u result of some differ­
ences in handling Ilnd conditioning, (2) differences in the quality of 
cotton in the snmples, ns 0. result of their having been tnken from 
different portions of the bale, unci (3) differences in judgment as to 
classificatIOn on the part of the dassers. Differences in physicnl con­
ditions of the snmple are reflected largely in bins or in net difference 
in classifico.tion. A c.omparison of the clnssificu,tions of the s!lmples 
taken at the gin press box with those cut from the bales shows very 
little net difference or bins. ~ 

Differences in classification attributed to differences in quality of 
the cotton, as a result of the so.mples hnving been to.ken from different 
portions of the bale, were grent enough to result in very substnntilll 
gains or losses in individunl instl1nces if the cotton had been bought 
on the basis of the r!llssificntion of one snmple and sold on the bnsis 
of the clnssificntion of another snmple from the sume bale. But such 
differences are compensating in nature, so thnt for lots of cotton con­
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sisting of a hundred or more buIes the average value, as indicated by 
the dussification of one set of samples, generally tends to be about the 
same us that indicated hy the classificll,tion of another set of samples 
from the same bales. 

Provisions for drawing, handling, and conditioning the samples so 
thnt the quality elements can be correctly evaluated and means for 
correctlv identifying the sample with the bale from which it was drawn 
are important factors uffecting 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 Bureail 
of Agricultural 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 means of permanent identification of the bale. 
A device for the permanent identification of the bale has been devel­
oped by the Btrreau of Agricultural Economics, but this d.evice is not 
in general use. IfI 

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 
variolls quality elements are evaluated and described. As already 
indicated earlier in this bulletin, the quality elements include all th-e 
physical properties of cotton that affect its usefulness, and generally 
they are described for commercial purposes in terms of grade, stapfe 
length, and character. 

Official standards for grade are established (29), and their practical 
usefulness is indicated by their general use in the purch.lse and sale 
of cotton in tRe United States and by their acceptance by all the lead­
ing European and Japanese cotton exchanges. The extent of their 
use in the United States is indi0ated 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-.year period 1929-32 involved the use of the official 
standards. lI In addition, the clas~ification of all cotton delivered on 
futures contracts in the tTnited States is based on the official standards. 

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

Although the quality elements included under the term ttcharact~r" 
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

,. WRIGHT, J. W. PERMANENT IDENTIFIC.\TION OF COTTON BALES. (pREUlfIN.\RY REPORT.) U. S. Dept. ."It!". 28 pp., ilIus. 1937. (Mimeographed.] 
II WRIGHT, J. "r. USE OF THE OFFICUL COTTON STA~m.\RDS OF mE UNITJ:D STATES. (PREUMINARY 

RJ:PORT.) U. S. Dept. Agr. 22 pp., lIIus. 1934. (Mimeographed.] 

http:staple.lI
http:standards.lI
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tion at issue in arbitrations, approximately 87 percent of the cotton 
had been described for ~hese elements of quality in terms of private 
types, about 3 percent ill terms of official staple standards, and the 
remainder by various combinations of methods involving the official 
staple standards, private types, and origin of growthY . 

The lack of standnrds for the elements of quality included under the 
term "character" limit the basis for, and restrict the usefulness of, a 
cotton-classification sen;ce. 

VARIATION IN CLASSIFIC/,TION 

The usefulness of a cotton-classification service is influenced largely 
by the accuracy of the evaluations of the various qunlity elements in 
the sample, as well ns 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 a sample may be materinlly influenced by the competency of the 
classer, the conditions under which the snmple is clnssed, and the 
physical condition of the snmple at the tim!' of clnssification. The 
classification of individual samples is subject to some vnriatioll 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 nat.nre, so that for n substantial volume of 
cotton the average yalue, as indicnted by the clnssificntion of the differ­
ent classers, generally tends to be about the same. 

Data available on vnrintions in clnssificndon, nl though limited .some­
what in volume and in scope, show considerable differences in some in­
stance" between the classifications of the same snmple by competent 
and unbiased classers working under fnvorable conditions. For a 
substantinI volume of cotton the net difference between such classifica­
tions of the same samples and between the clnssificlI Hons 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 110 individunl bales 
were selected or rejected by the buyer or the seller 011 the basis of 
another 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 classificn.tion. But differences shown 
for the clnssificntion of indi,~idual bales were grent enough, in some in­
stances, to account for substantial gnin or'loss on some individual 
bales, had they been bought on the basis of one clnssification and sold 
on the basis of another clnssifictttion. 

4-\ comparison of the classification of 4,600 samples by different 
specialists. showed variations which, on the bnsis of central-market 
quotntions in 1934-35, would have accounted for differences in value 
of 0.23 cent or more n pound for 22 percent of the samples and 0.08 
cent or more a pound for 58 percent of them. Such differences in the 
classification of imlividunl buIes are known genernlly in the trade and 
are taken int.o nccount in mnking transnctions (27). Furthermore, 
considerable improvements in the accuracy of classification hnve been 
made during recent yell.rs. 

Differences in indicntecl values, ns a result of differences in classifica­
tion, are generally not gren t in comparison with differences in ntlues 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 accurntely clnssed according to the official standards, may exceed 
1 cent a pound. An~7 lack of precision in clnssing may increase the 
range ill qualitv of cotton described by the same grade and staple­
length designation, nnd the fact, that samples midway between grades 
may be described by different O'rade and staple-length designations 
by different c1assel'S for appnrentty equnlly good reasons tends to exag­
gerate differences in clnssing and may account for a substantial pro­
portion of the differences as previousl.v indicated. 

CONFIDENCE IN 1'H~; ADEQUACY OF THE CLASSIFICA'l'ION SERVICE AND 

WII.L1NGNESS TO USE IT 


The general acceptability and usefulness of a cotton-clnssification 
service to growers nlso depend upon the iwnilability of the service, 
confidence in the ndequacy and dependability of the classification, 
and willingness of growel'S and buyel'S to sell il.nd buy cotton on the 
bnsis of such classification. The time intervening between the ginning 
and the sale of cotton is nn important consideration in providing grow­
ers with a classification service on ·the basis of which to sell. In addi­
tion, the facilities 11I1d personnel available 01' that could be made 
readily avnilable, along with the costs involved, are important con­
sideI,'ations in making aVililable to growers a dependable classification 
serVlce. 

Tbe fact that much of the cotton is sold soon after it is ginned indi­
cates thnt unless growers are willing to delay their selling somewhat, 
the information on classificntion for their use in selling would have to 
be made avnilnble soon nfter the COttOIl is ginned. Datn, collrcted in 
14 local markets during the season 1935-36 and in 44 markets during 
the season 1936-37 show that more than h!tlf of the cotton wns sold on 
the day it wus ginned and thut about four-fifths of it was sold within 5 
days after it wns ginned (tnble 12). Records obtained during the 
season 1936-37 on 32,210 bales of cotton sold in locnl markets on the 
bnsis of the classification of a public clnsser stationed at the local ware­
house show that the time intervening between the clnssification of the 
cotton and the sa1e by the grower was genel'l111y about the same as that 
bet.ween the date of ginning and the date of snle, as shown in table 12. 
These data on sales are confined to bales for which information 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. 

TABLE 12.-Cotton sold in selected local markets on specified number of days after it 
lVas girmed, seasons 1985-86 1 

_._ .. ··-·--,---.----·----1-----·-··-----.·----
B I II Proportion of !! B I' Id Proportion of 

Number of days B os so ( total sold ;1 Nwuber of days a e. so total sold 
after cotton was j after cotton was __,-_____-,.__ 

ginned I I' ginned ' 
19.15-36 1936-37 1931';-36' 1936-37 193.S-36 1936-37: 193.S-36 1936-37 

-----11-- ...- -'--~-'---; - _._- ---.-'- -. ­
NUmbtrk:umber' P<rC~r.tl Percent ,; I"YUmbtT NumbtT,Percent Percont 


0................ 5,liO 21,001: 62.5: M.7 fL............... 101 I :;.17 1.2 1.4 

L............... 691' 4, Ti2 8.4! 12.4 ,; S.. ............ 00, 40.1, .8, 1.1 

2................ 287\ 2,195 3.5' 5.7 t 9................. SO' :158 1.0; .9 

3 ................ 170; 1,3Oi 2,lj' 3.4.10.............. .! 55 314 .i· ,8 

4...... ,. ..... ", 136! 996 1. 6 2.6 :\' Over 10......... : 1.291 5,23.1 15,4 13.7 

5................ , 114 i23. 1.4 ' 1.91 ,--,-------- ­
6................ j 113: 53-1 i J.4 1 1.4 I. Totul " 8,274: 38,375 100.0. 100.0 

____---',___" ,'I 


t Data are for 14 locai markets in 1935-36 Bnd H in 1936-3i. 
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It is not very definitely known to what extent growers would delay 
their selling, if necessary, in order to obtain informntion on the clussi­
fication of their cotton. Growers throughout the Cotton Belt wel'e 
interviewed during the 1935-36 season, nnd their replies to questions 
asked indicnte that slightly more than half of them would be willing to 
delay the sale of their cotton as long ns 5 days for the snke of having 11 

reliable and impnrtil11 cll1ssification us n basis for selling itY These 
reactions of ~rowers generally were bused on very limited information 
on the practICal usefulness of a public classification service, and they 
may not be typical of the I1ttitudes of fl1rmers based on practicl1l ex­
periences ,vith such a service. Apparently, the proportion of the 
growers that were willing to delay selling their cotton for 5 dl1Ys or 
more in order to obtain il reliable classification us n bnsis for selling it, 
was somewhat ~reater in communities in which 11 public classification 
service was aVl1ilable thl111 in other communities. 

Oonfidence in 11 classification service is influenced largely by the 
dependfLbility of the clnssifications, which, in turn, are influenced to 11 

considemble extent by the adequacy of the standards used, the repre­
sentntiveness of the snmples, the. conditions under which the samples 
are classed, the competency of the clnssers, nnd the wny in which the 
informntion on classifications may be used. Although the official 
stlUulards for grade and staple leJl~th nre llsed to a considerable 
extent in merclu11ldising cotton, the classification of cotton as an ade­
quate basis for sale on description is limited somewhat by the lack 
of standards for chnracter. Since t.he dependability of the classifi­
cations mny 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 qunlities of cotton included 
in the bales and for assuring that each sample be correctly identified 
with the bale from which it was dmwn. Furthermore, as already 
indicated, the nature of cotton classing is such that there may he 
considerable differences in the clnssificatioll 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 mu.y be nccurate enough for cotton 
to be bought on the bnsis of the clnssification by one competent and 
unbiased classer and sold on the bnsis of the classification ·bv another 
competent and unbiased classer, working under similar conditions, 
with reasonable assurance that anv diffel'ences in the c1ussifications of 
individual bales will be counterlialuncing in nature so that on the 
avernge for a substantial number of bnles, very little gn.in or loss will 
result from differences in classificn tion. 

Confidence in the. classificutions by competent and unbiased classers, 
working under favornble conditions nnd with careful supervision, 
may be materially reduced by permitting the selection of buIes that 
appear to be underevaluated, and the rejection of hales that appear 
to be overevaluated on the bnsis of another clnssification. Data 
on the c1assificn.tion of a limited numher of samples tmder rather 
favorable conditions by specialists indicate, for example, that if 
individual bales were correctly evuluated on the busis of one classifi­
cation, almost 9 percent were overevnluated, on the busis of central­
market quotations, more Hum 0.22 cent a pound and thnt nbout 13 
percent were underevaluated more than 0.22 cent a pound on the 

12 See footnote i. p. 12. 
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basis of another classification of the same samples by specialists. 
Similar data on t.he classification by specialists of samples taken at 
the gin press box and of those cut from the same bales show, for 
exnmple, that if the individual bales were correctly evaluated on the 
basis of the classificntion of snmples cut from the bales. about 17 per­
cent were overevnlunted more than 0.22 cent n pound nnd tha.t 20 
perc311t were underevnlunted more than 0.22 cent on the basis of 
the classificntion of stlmples from the same bales taken at the gin 
press box. 

Biased or less competent classers, clnssing tInder less favorable 
conditions, may show considerably greater differences in classification 
than those shown for specialists. In addition, differences in value 
of cotton of the same g'rade. nnd staple-length designation, as previ­
ously indicnted, when accurntely classed on the basis of the official 
standurds, might be used as II bnsis for selecting or rejecting individual 
bales, und if tlus were permitted, it would also tend to tmdermine 
confidence in a clussifica.tion service . 

.A means of building up and maintaining confidence in a classifica­
tion service (in nddition to pro\-iding ndequate standnrds. representa­
tive and authentic samples, improved conditions under which the 
cotton is classed, nnd adequate supervision of the classificll.tion) is 
t.o provide for selling n.Il cotton in farmers' local markets on the 
basis of the clnssification of a reliable 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 quulity of the 00tton of the same description when 
accurately classified, would be offsetting in nature, so that, on the 
average, no significnnt gain or loss would result from differences in 
value of cotton of the Sflme description. 

Any change from the practice of selling cotton in farmers' local 
markets on the bflsis of little informntion on quality t.o the practice 
of selling it on the bnsis of n clnssification service would require, in 
addition to confidence in the clflssifica.tion, cooperation on the part 
of growers and of buyers in the Ilse of this service. A vflilable infor­
mation is not ndequute for indicflting to whnt. extent farmers and 
local buyers in the vnrious locfllities would be willing to so cooperate. 
GrowerS who produce the higher qunlity 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. 

Since producers of cotton lower in qunlity than the u.vernge for the 
community stand to lose from the inauguration of fl cotton-classifi­
cntion service upon the bflsis of which cotton would be sold strictly 
on a quality hflSis, it is nl)t "urprisin~ thnt a survey of growers through­
out the Ootton Belt in 1(,35-36 indICated thnt 30 percent of them did 
not want such a· serdce. A similflr survev of the marketing ngencies 
shows that buyers of more thnn fl half of the crop indicated an lillWill­

ingness to bnse their purchases in locnl markets on official classifica­
til)n. 13 It should be remembered in this connection that these reac­
tions are based, as a TIlle, on ver~T limited experience with apuhlic 
clflssification service flnd that they may not be typical of the attitudes 
of buyers under other conditions. 

U See rootnote 7. p.12. 
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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 increase 
ill grade and staple premiums and discounts would tend to encourage 
the use of planting seed of inlproved longer-staple varieties and to 
stimulate greater care in harvesting, conditioning, and ginning so ns 
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 
toO growers fail to vary appreciably with grade and staple length, 
growers are naturally more interested in yields than in quality, and 
they tend to select the higher-yielding varieties, to harvest at the time 
and by the method that invoh-es the lowest cost, and to have the 
cotton ginned in the condition and nt the gin that will give the highest 
turn-out, reganUess of other important considerations. 

The possibilities of and limitations to improvement in the quality 
of cotton produced in different locnlities of the United States \~arv 
considerably as a result of differences in soil and climate and in 
damages from insects and diseases. The soils in different parts of the 
Cotton Belt vary considerably in texture, in plant-food elements, nnd 
in moisture content. The dimate also shows wide variations. In 
some sections insect pests and diseases are numerous, whereas in 
others they are of little or 110 consequence. Different vllrieties 
respond differently to these conditiOIls, so that some varieties are 
better ndapted to some soils and climatic conditions and less affeded 
by insects and diseases than are others. As a consequence, improve­
ments, particularlv iIi staple length nnd in chnmcter, are limited by 
the extent to wblch the improved varieties can be ndapted to the 
conditions in the various parts of the Cotton Belt and by differences in 
relative costs of producing different varieties in the various localities. 

Furthermore, it should be reco/ffiized tba,t the extent of such 
improvements, even under the most favorable conditions, may be 
limited somewhat by decrenses in staple premiums ns a result of: 
(1) Increased proportions of the longer staples produced in the 
United States nlong with increasing proportions of the medium- nnd 
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 st.ations, were analyzed as a means of indicating the relationship 
between staple length, yield, and comparative vnlue per I1cre. 14 

These reports on variety tests are not complete in that informntion 
on quality elements, other than length of staple, are not given, and 
they are not conclusive because they do not indicate the possibilities 

II The comparative value per aere represents the value of the lint cotton and cottonseed minus the co;;t~ 
of picking and ginning. 
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of and limitations to further improvements in the varieties tested 
or the development and introduction of new vnri~ties. But, despite 
these limitations, the results contribute to an understanding of the 
problem of quality improvement. They emphasize the importnnce 
of tnking into accOllllt differences in average yield, as well as differ­
(lnces in prices received, for cotton of different staple len~ths in 
determining the vnrieties that can be grown most profitnbly ill each 
locality. 

Differences in yields of the varieties reported are apparently such 
thnt, in some communit.ies, the longer-staple give a higher compnrative . 


. value per acre than shorter-stnple varieties, even with 110 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 vields of the varieties 

reported are apparently such that the mediuin- and shorter-staple 

give as high or a higher comparative vnlue per acre than the longer­

stnple varieties, e\'en \"rith full central-mnrket premiums and discounts 

reflected in prices to growers. Under these conditions shifts to the 
longe~-stal?le varieties are not likely to be made ns n result of differ­
ences ill pnces. 

Intermediate between these extremes nre locnlities in which differ­
ences in yields of the varieties reported nTe nppnrently such that, with 
little or no premiums and discounts for staple length, the medium­
and shorter-stnple varieties give the highest comparative value per 
acre, whereas with central-market staple premiums and discounts, 
the longer-staple varieties give the highest compal'lltive value per 
acre. In localities Ul which these intermediate conditions prevail, 
the extent to which prices to growers vary with staple length may 
aft'ect mnterially the quality of the cotton produced. 

In calculatulg the comparative value per ncre, no account was taken 
of the possible differences in grade resulting from differences in dnte 
of maturity and other factors, in the strength and uniiormity of the 
fibers, in cost per 100 pounds of picking seed cotton, and in cost of 
planting seed. These factors were omitted from the calculntions, 
not because they were considered uninlportnnt, but becnuse data 
available were not adequnte for mensuring the possible influences of 
each of these fnctors. It is realized that the factors not included in 
the calculations may be of enough importance to incrense considerably 
the differences shown or perhnps in some casef; to chnnge the order of 
relative desirability of different varieties from thnt indicat.ed by the 
comparative value per acre. 

Grade is nn especinlly importnnt factor in this connection becnuse, 
with the same care in harvesting, handling, and conditioning prior to 
ginning, the grade tends to vary inversely ,yith length of staple. 
This tendency is evidenced by the fact that, for seed cotton with the 
same percentages of moisture and of foreign matter, the difficulties of 
removing foreign matter and of maintaining smooth preparation 
during the gilming process are substantially greater for the longer­
than for the shorter-staple cottons (9, 10). "Differences in grade as a 
result of such differences in effectiveness of the gi~ning process may 
offset, at least in part, the advantages ot the longer staples. 

http:indicat.ed
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MEANS OF MAKING DESIRABLE ADJUSTMENTS IN THE QUALITY 
OF COTTON PRODUCED 

Results of variety tests conduded by experiment stations through­
out the Cotton Belt, nloug with other information, indicate that the 
income of growers ill 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 

\ lon~ as, or longer than, conditions warrant. 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 central-market premiums and discounts for 
grade and staple length would be reflected in prices to growers. 

:Means of effecting nnd maintaining needed improvements in the 
quality of cotton produced include, in addition to improvements in 
the price-qunlity relationships in fnrmers' local markets: (1) The 
selection and development of improved varieties along with plans 
for making r!!udily and regularly available to growers at reasonable 
prices an ndequnte supply of plnnting seed of such varieties; (2) the 
standardiza tion, on a community bnsis, of improved varieties rela­
tively best adapted to conditions in specific areas; (3) the harvesting 
of cotton at n time and in such a manner as to preserve its qualitv; 
(4) means for proper conditioning of cotton prior to ginning, along 
with suitable conditioning, cleaning, extracting, flIld ginning equip­
ment operated so ns to prevent gin damage; (5) the use of suitable 
bagging and storing facilitie:; to prevent weather and other forms of 
damage to the cotton nfter it is ginned. 

Price-quality relntionships in fnrmers' locnl markets can be improved 
by establishing and mnintnining a prncticnl nnd dependable cotton­
clnssification sen-ice, by producing cotton of more uniform quality 
in each community, and by supplying farmers with adequate informa­
tion on prices. The skill and trnining required to class cotton accu­
rately are such ns to mnke it imprncticnble for each grower to clnss 
his cotton according to the offici.nl standards as a bnsis for sale. Manv 
local buyers are not expert cotton clnssers and, in addition, theIr 
financial interests may result in some bins in their clnssifications. 
Under such conditions"n practicnl and dependable cotton-clnssification 
service to growers appears to be essential to the discriminate buying 
of cotton in farmers' 10cnl mnrkets strictly on the basis of quality. . 

It is evident from a considerntion of the factors nffecting the useful­
ness of a cotton-classification service (p. 30) tha t such a service, to 
be o· ma."'cimum usefulness, would require: 

(1) Provisions for obtaining sample:, that arc truly rcpresentative of the quality 
or qualities of cotton in the bale along with mean;; for correctly identifying the 
sample with the bale from which it wa- drawn. 

(2) Uniform standards upon the ba<;is of which the quality of the cotton can 
be described for commercial purposes with a reasonable degree of accuracy. 

(3) Competent and reliable cla~sel'l', facilities conducive to accurate cJ8..<:sifica­
tion, and means for adequate supervision of the classifications by a competent 
and reliable agency. 

(4) Facilities for a'Jsembling the :<amples, recording the classifications on 
convenient forms, and making the information available to growers in time for 
their use in selling the cotton. 

(5) Confidence on the part of growers and of buyers in the adequacy of the 
clas..,ification service and their willingness to sell and buy cotton 011 the basis of 
this information. 

http:offici.nl
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To build up and maintain this confidence and cooperation, provi­
sions should be made for selling cotton in fnrmers' local markets 
strictly on the bnsis of the classification service, with no opportunity 
to select or reject individual bnIes on the bnsis of some other classifi­
cation. Definite inlormation on the extent to which these provisions 
cnn fensibly nnd profitably be met is needed as R bnsis for determining 
the ndvisability of attemptin~ to estRblish and maintain such a 
c1nssificntion service ill the varIOUS locnlities. 

The practical difficulties in connection with meeting these require­
ments would doubtless vary somewhnt from one locnlity to another, 
nnd the successful operation of a cotlon-classification service to growers 
in one market, under one set of conditions, should not be interpreted 
to menn that n similar service could be established and maintained with 
equally good results in every other market. The volume of cotton 
sold, the facilities avnilnble, or that could be made readily available, 
nnd the attitudes and reactions of the persons involved may differ 
substnntialh- from one locality to another. These differences nre 
important practical considerations in determining the advisability 
of attempting to establish and maintain a cotton-classifiocntion service 
to growers J11 the vnrious localities. 

A prnctical and dependable cotton-clnssllcRtion service to growers 
would incrense the bargaining power of fRnners who produce the 
higher qualities of cotton and encourage quality improvement, would 
incrense the usefulness of price quotations for grade and staple length, 
mnke possible n reduction in the waste from resampling, improve the 
colla teral value of ,varehouse receipts, and make possible other 
economies in cotton mnrketing. 

Discriminate buying in locnl markets on the basis of quality can be 
facilitnted bv producing cotton of more uniform quality in ench com­
munity so that the volume of cotton of each quality produced in ench 
community will be large enough to be handled more economically. 
Although some growers in some communities may already be pro­
ducing varieties 'vith 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 countv agricultural ngents amI from State ngricultural 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 ~Hddling Ys-inch cotton nncl prmniums 
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 spimling value. 
But information obtained during recent years shows conclusively that 
prices to individual growers in many local markets reflect only a small 
proportion of central-market premiums and discOlmts for grade and 
staple length. Such a situation encourages the production of the 
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lower grades and shorter staples and may influence adversely the 
competitive position of American cotton in foreign markets. 

It is believed generally that a practical and dependable cotton­
classification service to growers, along with a,dequatl:' information 011 

prices, would mcrease grade and staple premiums and discolmts to 
individual growers, thus encouraging the production of cotton of the 
better qualities und would tend to increase the net income to growers 
as a group. . 

Data collected durulg the 4 years 1933-36 in selected local markets 
throughout the Cotton Belt wel'e anulyzed to show prices to growers 
on the basis of grade and staple length for cotton sold in representative 
local markets (1) in which 110 public classificatiOlJ service was available 
and (2) in which the cotton was sold on description on the basis of the 
classification of a public classer. In addition, datu, were obtained 
during the season 1936-37 in local markets in whicll arrangements 
had been made to ha,ve n, sample from each bale mailed to a central 
office, wb ere it was classed and the information on classification mailed 
to growers, but generally the cotton was sold before tbis illformation 
was received. Da,ta obtauled in the variolls markets were analyzed 
to show differences in average prices to growers and in avernge 
premiums and discounts for grade and staple length. 

It \\'as found that prices var}T considerably from ODe local market 
to another. Differences in prices from one local market to another 
tend to vary directly with the average qun,lity of t.he cott.on sold and 
inversely with transportation costs to centers of consumption. Differ­
ences in average prices frOID one IDa:rket to another, adjusted for 
differences in transportu.tioll costs to centers of consumption, when 
related to differences in average quality a,s indicated by central­
market evaluations above and helow Middling %-inch gave a correla­
t.ion coefficient of O.96±O.02 for markets in which cotton was sold on 
description on t.he basis of the classification of a public classel' stationed 
at tbe local warehouse and O.86±O.Ol for other markets. In other 
words, farmers who sold cotton in local markets where tl1e average 
quality, as indicated by grade and stu,ple length, was relatively high 
usually received, on the average, correspondingly higher prices than 
those who sold in local markets where tJle average qua.1ity of cotton 
was relatively low. 

Changes in average quality in the same market from time to time 
generally are reflected to a large degree in a.vemge prices to growers. 
Changes from one year to anotl~er ~ average quality of the cotton 
sold in selected local markets, as mdicat.ed by average central-market 
evaluations above or below Middling %-inch, when related to changes 
ill average spread between prices to growers and prices of Middling 
%-inch spot cotton in central markets gave a correlation coefficient 
of O.80±O.04. The relationship between changes in average quality 
from one season to another and the corresponding changes in average 
prices was considerably closer in markets with It public 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 big her in relation 
to prices of Middling %-inch spot cotton in central markets than 
during monthswhen the average qualitv, as indicated by grade and 
stauie hmgth, was relatively low. The relationship between changes 
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in monthly avera.ge quality of the COttOIl sold and in 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 stn,ple length of the cotton and for differences in transportatioll 
costs to centers of consumption, was little, if any, higher in markets 
with a pUblic classification service than ill those wIthout such a service. 
These findings suggest that unless the public classification service is 
associated with material chflnges in marketing methods and practices 
other than varying prices 011 the basis of qualit}r, the possibilities of 
raising the price level in specific local markets by meallS l}f such it. 

classification service are limitecllargely to the influence of inlpl'OVe­
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, 
premiums and discounts foJ' grade alld staple length of individual 
bnles, even though the pl",)duction of the higher grades and longer 
staples usually is rewal'decl on a commnnity basis, But unless sub­
stantinl premlums and discounts for grade ailCI stu.pie length are made 
on an incliviclun'}-bale basis, farmers mity find it ad~riLntageous to sell 
poor-quality cotton in the market on the reputation of the community 
and, by so doing, tend to reduce the averuge price level at the e3..llense 
of those who produce cotton of higher quality. 

Premiums and discounts for grade und staple length in locul mar­
kets, in muny instances, represented a small proportion of those 
quoted in central markets. But these premiums and discOlUlts for 
cotton s~lcl on the basis of a. public classification s.el'vice were generally 
substantIally greater than those for cotton sold wIthout such a service. 
During the season 1936-37, for example, the proportion of centrnl­
market premiums and diseollnts for grade and staple length reflected 
in prices to growers averaged about 78 percent for cotton sold on 
description on the basis of tlw classification of ~1 public classer who 
classed the cotton as a part of the services rendered by the local 
warehouse; about 37 percent for cotton sold in markets in which 
arrangements had been mnde to have a sample from each bale mailed 
to !1 centml office where it was classed and the information on clnssi­
fim1tion mailed to the grower, but generally the cotton was sold before 
this informatl<,::! was !'eceived; l1nd about 33 percent for cotton sold 
in local markets without n pUblic classification service. 

Grade and staple premiums and discounts for cotton sold on the 
basis of the classification by a public dassel' stn.tioned at the local 
warehouse were ca.lculated on the basis of the classifications used in 
selling the cotton, whereas those for cotton sold in other local markets 
were calculated on the basis of the classification by Government 
specialiflts, although little of the cotton was sold on the basis of this 
classification. The classification by Govennnent specialists was 
different from that by local buyers for a considerable proportion of 
the cotton, and premiums and discolmts calculated on the basis of 
the classificat.ion by local buyers averaged somewhat greater than 
those calculated on the hasis of Government classifications. But, 
after making clue allowances for the influence of these differences in 
classification, grnde and staple premiums and discounts to growers 
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for COttOIl sold 011 the basis of the classification by a public clnsser 
were substantially greater than those for cotton sold without such a 
classification service. 

The usefulness of a cotton-classification service may be materially 
influenced oy: (1) The adequacy of the samples on the basis of which 
the classifications are made; (2) adequacy of the stiUldurds on the 
basis of which the vnrious qunlity elements are evaltulted nnd de­
scribed; (3) accuracy in the evaluation of the various quality ele­
ments represented by the samples on the basis of the established 
sta,ndards; and (4) confidence on tne part of growers and of buyers, 
in the adequacy of the classification services and their willingness to 
sell and buy cottOll on the basis of this informntion. 

Practices in farmers' locnl markets may encournge quality improve­
ment by reflecting differences in the value of cotton 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 grnde 
and staple premiums and discollnts would tend to encourage the use 
of planting seed of improved lon~er-staple vnrieties and to stimulate 
greater care in harvesting, conditIoning, and ginning so as to preserve 
the spinning qualities of the fibers. 

Results of the annl~'ses of data on cotton-variety tests, as l'eported 
by State agricultural experinlent stations, show that differences in 
yields of the vnrieties reported are such that in some communities the 
longer-staple varieties give iI: higher comparative value per acre than 
the shorter staple, even with no premiums for stnple length. Under 
such conditions, both yields and prices alrendy faxor the production 
of the longer in preference to the shorter staples. In other locnlities, 
the difference in yields of the vnrieties reported are apparently such 
that the medium- or shorter-staple varieties give as high 01' higher 
comparative value per acre than the longer-staple vHrieties, eyen 
with full central-market premiums and discounts reHected in prices 
to growers. Under these conditions, shifts to the longer-staple 
varieties are not likely to be mnde as a result of differences in prices. 

Intermediate between these extremes are locttlities in whieh 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 comparl1tive 
value per acre, whereas with central-market stu,pIe premiums and 
discounts, the longer-staple varieties give the highest comparative 
value per acre. In such localities the extent to which prices to 
growers vary 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 relativelv best adapted to the production of such cotton 
und tend to increase the net income to cotton growers as a group. 
Other means of bringing about desirable adjustments in the quality 
of cotton produced include the selection and clevelopmen t of im­
proved varieties; the establishment of stable and adequate supplies 
of good seed and the stal1dardizntion of produetion, on a community 
basis, of these improved varieties; tweI the eX(,Trising of gt'eal"er cnre 
in harvesting, conditioning, cleaning, and ginning the cotton. 
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Price-quality rellltiollships in fnrmeI·s' local mnrkets can be im­
proved by: 

(1) Establishing and. lllaintnining n prncticiLlllnd dependnble clnssi­
ficntion service to grow"ers. 

(2) Supplying farmers with more nearly ndequnte infoInlation on 
cotton prices in central nllU"kets nnd in nearby points of concentra­
tion, including prices for ~Iiddling Ys-inch COttOIl and premilmls and 
discounts for the vnrious other grades and staple lengths. 

(3) Encournging the production of cotton of more uniform qUlllity 
in each community so thnt the volume of cotton of ench quality ill 
each community will be lnrge enough to be hnn(lled more econom­
icnny. 

If is eviden t from 0, consideration of the fnctors uffecting the use­
fulness of n cotton-classificn lion senice thnt such Il. service, to be of 
maximum usefulness, would require provisions for obtnining repr·e­
sentnth'e sllmples nnd for correctly identifying them; uniform stand­
a.rcl~ for describing the qutllity of cotton with a rensonuble degree of 
nccurncy; competent and reliable dassers, adequate facilities for 
clnssing, nnd pi·o"\"isions for competent supen·ision; menns for making 
the information on clnssification IWllilllble to growers in time for them 
to use it; and confidence on the pnrt of growers lind of buyers in the 
ndequucy of the classification sen"ice nnd their willingnes.<; to ~ell lind 
buy cotton on the basis of this information. 

1\. prncticIII and dependl~b~e cotton-cln!?sificntion sen"ice to growers 
would increase the bllrgmnll1&" power of farmers who produce the 
higher qualities of cotton uml encourage quulity improvement, in­
crease the usefulness of pri.ce qllotntions for grnde and stnple length, 
make possible a reduction in the wllste from resllmpling, impro\-e the 
collateral ,-nlue of wllrellOuse reeeipts, and make possible other 
economies in cotton marketing. 
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APPENDIX 

METHOD OF ANALYZING LOCAL-MARKET PIUCES 

RELATION OF AVERAGE PRICES TO AVERAGE QUALITY IN DIFFEREN'r ~I."'RKETS 

TIlE' extent to which average prices received by growers in different local market. ­
reflcctcd the Iwcrtw;e quality of the cotton sold, as indicated by grade and stup\t, 
length, \\'Il~ determined a.~ follo\\',,: 

Avemge price~ I'ecci\'cd by growcrs for cotton of various grade" and ;;tuple' 
length~ ~(lld in the' ditTerent local market;; were adjusted for differeIlce~ in locntioll 
by adding to the !lricc~~ at ~ele'cted local mnrkets in Tcxa.~ and Oklahoma the e()~t, 
of rompre«~ion and freight to HOU:,tOIl, Tex., and to priccs at :.:elected local l11:1r­
ket" in :\rkan"a.~, l.oui~ialla, i\Ii,,~i:.:;;ippi, and Tenne":'ee the co"t of COlllpre,,~ioll 
and freight to :\ell' Orlean:.:. The"e adju"tments were ba"ed on til(> a.""umption 
thnt pri(>e,", in lornl market" tend to equal central-market prire:', minll~ tran,:portn­
tion ro:-<t;; from tIll' lornl to the central markets. Intere~t, risk, in:<urance, and 
other ('o,;t" ('nter into carrying charp;e~, but the differcnces in the,.:p cost:: \\ ere "0 

!'IlIull tlmt thl'Y hnd little influencl' on the differenccs in pric(> le\·e!. It \\':1..': rN'o,!{­
nizl'd thnt concentration privilege", :,udnp;:: from through bill,; of bel;,,!!, auel otl1l'r 
furtor:' may re,mlt in price,", in locallllarkets which differ considerabl" :1'0111 centml­
market price,:, minu:, co:<t:' of cOll1pre;;;:ing ami freight from thl' local to tIl(' 
celllraimarket; hilt adequate dntn wrrc not !wailnble for making adjui'tments for 
thc:'e factor;.;. 

Tbilroacl rate:' were- u""ed in nULking adju"bllent,; for difference,; in transportation 
ro,;t.,. Tt i:< realized thnt in ,:omr year" cotton wa." ,;hipped by tmck from .-ollle of 
the markrt:< included in the .;tudy, anrl it i:< not kno\\'n to what extent the truck 
rate:' diffl'red from rail rate.-. Furthermore, pttrl of the cotton from lI..Ib:<i":'ippi, 
Arkal1 . .:a.", Loubianu, Tenne"sec, and ea.;.;tern Te:'<It."; I\nd Oklnhonm moved directly 
overland to ra.,:tern mill.:, but the data a\'uilahle arr not ndequate for mnking 
"ati.;factory Il.djl1~tll1('nb; in [ocnl-llmrket price~.; for diffNence,; in co,:;t of tmn:<por­
tat ion to dome;:i:ic mill". Xo adjll"tlllent~ were made in local-market price, in 
the mill ':ection" of Xorth Carolinll., Routh Carolina, Georp;in, and Alabama for 
differenre:< in tran:::portation co,:t,; to central market~. 

'I'll(' problem of making adju,;tnl('nb for difT('r('nces in the location of tlw 
,:elected local mnrk('t~ in tlw SOllth('a~tern Htlltr:, \\"n" compliented by til(' fa(·t 
that "orne 10cnlitiC'" inrlucled in th(' "tudy had :<0111(' of the chamrtl'ri"tirs of both 
a defirit- and n "urplu~-produ('ing tC'rritory. Mil}" in ~<oll1e 10cnJiti(''' of Xorth 
Carolina, South Cnrolinn, Georg"ia, and Alabama ron,;umpd more of eertuiu gmd(" 
and staple length" than werl' produced in the immedinte \'irinity. wh('reas otllPl' 
gmde« and -"taple length" not "uitnbl(' for loral mill consumption had to be export('d 
or -"hipped to other mill~. Data a\-ailnblc arc not adequate for drterminin/! to 
what ext('nt pricei' in I'ach of thl' <el('etecl local murkl'ti' in thl'::e State;; \\'I'r(' 
dl'termined upon the basi" of export prices. 

Prices of Middling 7~-in('h rot ton in ('entral mllrkct~ were ,:uhtracted from 
thl'~e adju"ted local-market l)fire:: to gi\'e a .~prelld bei\n'en local-rnnrket price' 
for cotton of the \'ariou:, grade" and ~tnpl(' lengths and centml-market pricei' of 
i\1iddling 7i-inch. The averagl' of thri'e .pread:< for allloclll market.;; in Texas nnel 
Oklahoma combined as one group; in Arkansas, Loui:;iana, l\Iii':'i""ippi, nnd 
TennC."i'ee combined a" another group; and in Xorth Carolina, South C'arolinn, 
Georgia, and Alabama combined as a third group was subtracted from thl' 1l\'l'mgr 
spread for each local market included in the respective group to give variation in 
average adjusted spread from market to market each year. Central-markrt 
premium~ and discount;: for grade and "tapll' Icngth were applied to th(' cotton 
.;olel in earh local mnl'kl't and included in th(' ,:ample, and thl' a\'C'rage:: \\'pre cal­
culated to ~how the number of renti' a pound tIl(' cotton "old in each locnl mnrkr-t 
a,\'eragec! "on" or "off" thC' prirC' of lI.liddlinp; 7'-inrh. Th(' nSl'rage numhrr (If 
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cents a pound "on" or "off" Middling ~-inch for all local markets in Texus und 
Oklahoma combined as one group,; in Arkan:;as, I.ouisiana, Mississippi, and 
Tennessee combined as another group; and in North Carolina, South Carolina, 
Georgia, and Alabama combined as a third group was subtracted from the a\·er­
age number of cents a pound "on" or "off" Middling :'~-inch for each local market 
in the respective group to give average adjusted variation~ in celltral.-ll1arket 
evaluations from market to market. The variations in average adjusted spreads 
were related to variations in average adjusted central-market evaluations to ,.:how 
'the extent to which average prices receiv{'d by growers in different local mllrkcts 
reflected differences in the average qualitJ" of the cotton sold, as indicated by 
grade and staple length. 

CALCULATION OF llONTHLY AVERAGE PRICES 

In calculating monthly average prices in all local markets combined, the 
influences of differences in price level in different local markets, together \dth 
monthly changes in t.he proportion of the total sample coming from different local 
markets, were eliminated by the following procedure: 

The average spread for the season for each selected local market was obtained 
by subtracting the prices reeeived by growers from those quoted in central markets 
for cotton of the same grade and staple length Rold on the same dates. These 
average spreads for the season were subtracted from the average spread:; for each 
month, to give monthly \·ariations in spread from the seasonal average. The 
monthly variations in spread for the different local markets were combined to 
gh'e monthly !l\Oerage variations in :;pread for all local markets included in the 
~ample. The average sprcad for the season for cotton sold in all local markets 
wa,; added to the avcragc monthly variations in spread for all loeal markets to 
obtain the monthly an~rage adjusted spread for all loca.l markets combined. 
The average monthly local-market price;; were obtained by i'uiJtracting the 
monthly a\·erage adiusted spreads from the monthly central-market price;:. 

Monthly central-market prices were obtained by wei~hting the daily quotations 
by the number of bales of cotton of the same description sold on the ~ame day and 
included in the sample of cotton sold in the selected local market..". In obtaininl!; 
average central-market prices for cotton of variou~ /-,'Tades and staple lengths, 
premiums and discounts for grades of ;~-inch staple were applied to oth('r 4tnple 
lengths, and staple premiums and discount;: for Middling gradc were npplied to 
other grades. The prices obtained in this way are obviously only rou~h llpproxi­
mation;., and their acctlraC'y depends upon the extent to which the greater "tnple 
prrmium~ and di':COllllt;: for the higher grade>; are counterbalaneed by the :;maller 
:<taple premium" and di1'cOllllts for the lower grade~. 

CoU.CULATION OF GRADE ANIl STAPLE PRElliUllS AND DISCOUNTS 

The daily average price of Middling ~-ineh cotton (provided Middling 'Hneh 
wa~ the modal quality for the market) in each local market was l'ubtraeted from 
til(' average price of cotton of each other grade and staple length sold in til(' snllle 
local market on the same day to give daily average deviations in prices of each 
othcr !,'Tade and staple length from the average price of Middling %-inch. In 
('olllbining the daily average deviation and the average dedation for the variom; 
markets to show avcrage grade and ."taple premiums and di;:cQunt.", the average 
dedation for each grade and staple length was weighted by the number of bales 
included in thc respective ?roups.

Tn the event Middling 7s-ineh wai' not the modal quality for the market, some 
other grade and ;:taple length, representing the modal quality for that market, was 
used as the base in calculating the daily average deviations. In combining the 
dedations for markets in which grade and staple length other than Middling 
7~-inch wa" used as a ba~e to show average grade and staplr premiums and dis­
rounts, the base for grade was shifted to Middling nnd the ba..'ie for staple length 
was shifted to %of an inch. 

CALCULATION OF FREQUENCY DISTRIBUTION 

Frequency distribution of the difference" in prices to growers for cotton ~old 
in the same local market on the same day were obtained by subtraeiing the daily 
a\·crage price of Middling %-inch (provided Middling \~-inch wa" the modal 
quality for that market) from the price of indhoidual bales of the \Oarious grades 
and "taple!' >,old in the same local market on thc :'ame day. In the event Middling 
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%-inch was not the modal qualit.y for the market, the daily average price of the 
modal grade and staple length was subtracted from the price of individual bales 
sold in the same local market on the same day. In markets for which Middling 
Ys-inch was not used in calculating the daily differences, the base was shifted to 
Middling and to Ys of an inch before the differences for the various markets 
were combined. 

CALCUL.o\TION OF COMPAILO\TIVE VALUE PER ACRE 

The compara.tive \'alues per acre .for cotton of different staple lengths were 
obtained by subtracting from the value of the lint cotton and cottonseed the costs 
of picking, ginning, and bagging 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 be.sed on the 
average seasonal priee reeeived by growers as reported by the Bureau of Agricul­
tural Economics. The prevailing rates for picking, ginning, and bagging and ties 
were used in calculating the co!'t. A yerage 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 11riccs 10 (Jrowers for cotton of specified (Jrades frorn the avera(Je price of Af-iddlin(J of the same staple len(Jth, and for 
specified stnplcs from tlw avera(Je 11rice of %-inch cotton of the same (Jrade .~old on the SCL/ne day in selected local markets with01lt IL 111111lic 
classifiCClt-ion sCI',dce to (Jrowers, seasons 1933-36 
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