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POST-WAR WOOL REALISATIONS ~- EMPIRE AGREEMENT.

(B._Vaidyanathan)
The World Wool Position.

_ The end of war both in Europe and the Pacific has
focussed attontion on one of tho major post-war Broblama ~ the
markoting of Auatralian wool. The U.K. Purchasc Schome botweon .
1940 and 1946 gave to tho woolgrower a stabilised incomc with tho
olimination of tho risk of markoting and violont fluctuations in
pricos. Tho froduotion of wool oxcoodz? 1000 nillion 1lbs. o yoar
during tho silx sonsons 1939/40 to 1944/45, tho rocoeipts of wool
%ngg rokors' Storoc in Australia for the war yoars boing as

ollows := ;

Yoar Balop Yodﬁ Bales Year Balaa

1939/40 3,514,260  1041/42 3,633,760  1943/44 3,642,286
1040/41 3,508,845  1942/43 3,517,801  1044/45 3,085,689

Not only was production of wool in Australin maintained
at a high level, but production in the other four main wool
producing countrles was high.” Total production in the five nain
wool producing countries during the war was as followst

(In Million 1b.)"
1934/ | 1939/ | 1940/} 1941/} 1942/} 1943/| 1944/
1938 1940 1941 1942 1943 ' 1944 1948
Averago , - _ . .
Produotion _
in the five ! :
main wool 2,021 2,278 2,265 2,285 | 2,336 2,480} 2,320
producing |
» countries

Notwithstanding increased production in all thoso five
countries, consumption of wool during tho war poriod in the
principal consuning countrics was sovoroly curtailod oxcopt in tho
Unitod Statos whore consumption was ot a rocord lovol, Consunption
of wool in tho Unitod Statos roso from 674 million 1b. in 1939 to
1018 nillion 1b. in 1941, 1128 million 1b. in 1942 and 1118 million
1b. in 1943, About 53% of tho staplo consuriod wosg forelgn. Thig
wags duo to hoavy purchascs in tho UsS.As for nilitary purposdce

Tho Unitod Kingdor, which was the biggost consurior of
wool bofore 1939 and tho largost purchasor of wool during tho war,
controllod consunption, rostrictod sovorcly oxports of woollen
goods and clogoed down many teoxtilo factorics during tho poriod of
hootilitlcs, It was estimated by the Chalrman of the Aire Wool
Company that the soalo of activity in tho wool toxtile nanufacturing
%gggstry in tho U.K. foll to about 50% of capacity by the ond of
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Continental Europe, which imported on an average about
880 million 1b. per annum from the five big wool producing
countrles and the U.K., was completely cut off from the foreign
source of supply. Average production of wool in the Axis and Axls~-
dminated countrics of Europe botwoon 1941 and 1943 was only
295 million 1lb. Estimatoed local consumption of wool in theso
countrios, without taking into considoration wool uscd for the
manufacturc of goods for oxport, was roughly 1130 million 1lb. por
annum boforo the war. Local consumption of wool in Gormany and
Italy clonc was 462 million 1b., of which 403 million 1lb. was
importod por annum boforo tho war. Ssareity of wool rosultod in
a phenomenal increase in the production of synthetie fibres In
Europe, especlally in Germany and Italy.

Japan, which produces practically no wool, but normally
importc 85% of her total requirements which are fine wools from
Australia, was forced to curtall her demand for wool to the
amounts obtainable from China and Manchuria ginee she entered the
‘war “In' Docerbor, 1941, Normal loeal consumption of apparel wool
in Japan was 220 million 1b. each yoar beforo tho war. For tho
timo boing, at locst, Japan has ceased to have any importance ag
a congumer of wool, and there 15 a falrly wide imprescion that the
demand for wool in Japan will never rocover. During the war, Japan
depended on synthetic fibre and cotton to clothe her soldiors.
Production of staple fibro in Japan in 1942 wac 400 nillion 1b,

Egtimato of Stocks.

The result, at the end of gix yearc of war, is the
acounmulation of huge stocks of wool in the principal wool
producing countries. Egtimate of world stocks of wool in the
various countrios at the end of 1944/46 wool peason 1g as follows:

Million 1b.

Australia seve 1,600
Now Zoaland  e.e8 ' 400
South Africa 0.5 ¢ 8 500
Argontin.ﬂ sean 500
Uruguay 550 e v Y0
United Kingdora sese - 500
U| S‘Ao [ EE X 560
Total Stocks: 4,130

Tho abovo ostiriatc doos not includc wool in the handu of
private owers. In the U.S.Ls 1t wac egtimgtoed that wool in the
hands of privato owmers .at tho ond of 1943/44 gsoason was about 700
nillion 1b. Allowing for tho inercase in civilian consumption of
wool and tho falling off of luports of foroign wool into tho U.S.le,
1t could bo safoly ocstinatod that stocks in the hands of private :
ormers were about 500 million 1lb. at tho ‘end of June, 1945, Except
in South Anerican countries, all the other stocks are ovmed elthop
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by the U.K, or the U.S.A. Governmments, but are held mostly in the
Dominions. The total stock of U.Ks owned wool is estimased to e
5360 million 1b. and that. owned by thc U.S«A. Govormment is 200
million 1b. Of the total stoek of wool ownod by tho U.X,, Dominion
wools form.tho following proportion: g N0 NG

Miiiion 10 i *Porcbﬁtago of"
¥ pe TOtaI ﬁl 5 0—&3' ’
Australion 2,055 LUNE i
Now.Zoaland . = . 4 5%0 : A
South Afriean 020640 : HEARO
Total: | 3,265 97

- Tho problom of dispoecing of this hugo accumulation: of
wool, which 1s oqual to. two year:c'™ consumption, wiil bo approciatod
whon wo oxaminc tho pro-war.stocks of wool in the big wool vroducing
countrlos and tho two chiof consuming countrics, Average carryover
stocks at tho ond of socason in the five wool producing cowntrice’
beforc the war wag 120 milliom 1b. The foilowing tablc soto.out:”

T

,_I"I:v L
. {In Mi}lion Jb.} .

| (50th Juno) i
Countrics 1933 } 1934 | 1635 | 1656 | 1957.f 1938 i

i | ;

| Australia 33 88, 10} 126"} 25 F 14 71

South Africa eyt gg-p B (= il Rt £

Now Zoaland 59 26 ] 64" o Al T ¥ g _E

Argontina 9 L S - At o ) i 24 ;- 41 {

Uruguay - e C gy A S P Y

| | ' ¥

! Total: 85 | 168 | 116 { 79 ! s | 265 |

Stocks of wool in tho UeK. and tFo UeSshe at tho ond of
Juno were as follows: A i

1835 1936 1937 - 1938 - 1259

U.Ke (in public : ;
“trarehouscs only): 172 157 123~ 133 184
UeSedlet - 144 147 143 139 122

- The stocks at present held arsc many timos above thoae
normally hold in the wool trado, and noarly doublc thao stock of
5,509,000 balos 'on hanéd in Deoadrbor, 1921, If tlio prosont holdings
aro lot looso on tho world markct withous any organicod mothod, |
nothing ‘short of absoluto disagtor confronts the wool Industrye

TR
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Disposal of Stock - Post-War Wool Realisation Scheme.

-, - The problem of disposal of stocks on hand, which should
be carefully integrated with the marketing of current clips, is
further complicated by tho compctitivo powor of synthetle fibros,
a factor which was almost absont soon after the 1914-1918 war.
Probably tho poriod of dispcsal will be lengthonod vory much by

this factor.

: The London conference of representatives of the United
Kingdom and the thrcc wool~produeing Dominions in April and Nay
thls year rocommondod to thoir rospoetivo Govornmonts a schomo
agrocd upon at tho conforonec for the disposal of wool stocksa.

Tho Primo Minlstor cf Australia aanouncod the plan in tho Fodoral
Parliamont about thc ond of August. Tho schemo, in which tho
Governmente of tho UsKe, Australia, Now Zoaland and South Africa
would particlpate, providos for tho eontinuance of the appraisomont
schomo for tho curront soason, aftor which o plan combining
appralsomont, the auctlon systom and growers' general Reserve
Prices will operate till tho wool sgtoek ip disposed of, probably
in the next fourtecn yoars. Tho foupr Governmonts will moot yoarly
and docido, for tho following yoar, tho genoral lovel of Rosorvo
Priccs for wool, below which snlos will not bo mado olthor from
gtocks or from curront c¢llps, Arrangcmonts will be mado to buy in
and hold any wool of currcnt clipas which doogc not find commorcial
buyors at loast at tho Resorve Prilco, and to soll, at appropriato
pricecs, wool now in stock and wool brought in during tho oporation
of tho plan.

: A Joint Organicatlon of the four Govormnmonts will bo
formod to dlsposco of proscnt gecunulatod stocks of Dominion-grown
wool., It wlll oporatc on thc markot for maintaining the Rosorva
Pricos doecidod by Govoernmonte; roccrnmond to tho Govornments
rogarding thou gencral lovel of Roservo Pricos for tho onguing

oarj and co~oporatc wlth aqll) bodlcg eongornod with inercusing
ho ugo of wool,

~ In anddition to tho Principal Board of tho Joint
Organisation, oach Dominion will ostablish an orgonisation o
porform all tho activc work rcoulned in that Dominion. Tho most
important work of tho Dominion Orgonisation will bo to apply tho
Regerve Price to sach lot of wool by a system of cpprailsement
prior to its submission to auection.

_ The war-time flat rate purchase nrice will operate for
tho 1945/46 season, and as soon an practleable tho growor's
Rosorvo Prico will tako tho pleco of tho flat rato prico.

Tho costsg of oporating tho plan as 1t rolates to
Australian wool willil bo borne half by tho industry and half
Jointly by the United Kingdom and the Australian Govermnments,

The Aystralian Govermment is assuning half ovmership of the _
Augtralian-grovn wool at present owned by the British Government,
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and tho two Govornmonts will ghareo ogually in the financing of all
further purchases of wool during the operation of the plan. The
initial ecapital investment of Australia ic £stg. 40 milllon, but
additional investments in the futurc purchases of wool at Reserve
Pricog may bo nocessary. -

The half share of the industry Zn costs of operation will
be provided through the contributory charge, The amount of this
charge will be added to tho grower's Reoserve Prico, and it will
form thec Rosorvo Prico to bo placed cn that wool at auction.

Some_Obscrvations on tho Plan.

The wool industry at the present moment is on the
defensive, and unless it 1o protected =y an inter-govornmontal
organisation like the prosont ono, it 1o likely to break dowm
undor sovoro compotition from synthetic fibros, Uniiko aftor tho
ond of tho last war, whon production of synthotic fibro was
nogligiblo, production of synthetlc fitro sinco 1950 has boon -
phonomenal as tho following table wlll show: '

(In Million Jh.)

]
Year Rayon Yarn | Staple Fibre Total
1929 435 7 E 442
1935 938 144 1,082
1036 1,023 202 1,325
1937 1,200 , 520 1,820
1938 992 084 1,976
1939 1,145 1,082 - | 2,227
1940 1,150 1, 350 | 2,500

The big congumers of weol, Crea® Britaln, the UsSeA.,
Japan, German%rand Italy, are also the large producers of
artificial fibres. In 1938, these five couniries produced 97% of

tho world output of staple fibro.

It cannot bo doniled that symthotlc flbros havo boon
dovolopoed to such a dogroo that thoy cculd soriously projudico
tho wool industry. At a rocont ingulxzy boforc tho Tardff Board in
Molbourno, tho British Rayon Fodoration ghatod that synthotics
would co~oporato with wool by mlxing onc with tho othor. Such
blo of wool with synthotlss will enly wmcsult in tho loworing
of tho demand for wool. ;

Tho cost of production of syathotic fibro 1g far chcapor
than wool. Moroovor, with synthotizs tino difforonco in pricos
botwoon fino and eoursc typos Ls vory sarvey comparcd with the
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wide vardation in prico botwoon fine morino wool and coarso
crossbrod wool, Suporfine morino (scourcd) s0ld in London at an
avorage of 40d. (stg.) beforo tho war. In th. UsSoh., without
taking into considoration tho duty, avoragc pricos. for supcrvino
morino and good morino worc 68 conts. and 51 conts., rospoctively.
Staplo fibro made by the Vliscose process sold at 10d per 1b. in
England and 25 cents, per 1b, in the UsSeAs for some time before

- the war, Some specilal wool-l1lke types are slightly dearor. Rocontly,
both in England and Amorica, staple fibro hag appcarcd on tho

markot in tho form of tops, and they go0ll at 2d por 1b. abovo
normal fibre pricc. Honco tho prico difforonco botwoon 'wool-1iko!
typos of synthotic fibrcs and tho nasural product may havo an
influonco on tho Rosorve Prico to bo fixod by tho Jolnt Organisation
wnder tho prosent wool roalisatlon schomo. Howover, it is vory
gratifying to noto that tho wool-growor will have a minimum
prloco to dopond on as tho Rosorve Prico at auetions will bo
actually thc floor prico. ; |

Apart from tho compotitive power of aynthotic filbres,
there are other factors which will affect the price of wool if a
minimum price such as the scheme envisages is not fixed from year
to year. If tho domand for wool in the world market rocovors at
all, 1t will takc a fow years at loast- for it to rocovor. Pooples
of impovorished Europoc and dofoatcd Japan will tako a long timo to
rocovor sufficicntly to havo tho purchasing powor to buy wool
fabrics, Moanwhilo, tho possibllity of synthotic fabrics invading
tho ficld should not bo ovorlookcd, For a fow yoarsgs the outlook
for wool will be gloomy but during this porlod control of the
wool markot through minimum prico fixation could save tho
woolgrowor,

- Tho official roport of tho London Wool Conforonce statos
in connoction with thc disposal of oxlsting wocl stocks that world
consumption of apparcl wool might inercasc to a lovol 12% abovo
pro=war. This would roproacnt an inercaso of 20% in tho congsumption
of Dominions' and South Amorican wools ovor pre=war lcvols., On
this ostimatc the Roport basca the faet that accunulatod stockas,
togothor with curront clips, might bo disposod of in acbout 12 to
15 yoars., For rocsons stated in connoction with tho compotitive
powor of synthotic fibros, it is doubtful whothor tho stocks of
wool could be disposcd of in fiftoon yoarss

'Er

: Evon 1f tho stocks of wool aro cloarod in that porilod,
and. tho prosont wool schomc comos to an ond, ‘ tho gquostion; ariscs
whothor tho wool industry would bo sufflcicntly strong to cntor
a froc compectitive nmarket,. Probably thc answor is that somo type
of wool otabilisation schoro may have to bo dovised at tho ond
of the prcscnt wool schomc to protoct tho amall. wool=grower from
tho ravagos of violont fluctuations in wool pricos. It would
appoar that tho pro-war auction systom should never agnin bo
rointroducod wilthout somo rioasuro of control as exilsts in tho..
prosent wool schonc. - 5@ G L. 2 epe




