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LESSONS OF THE PAST
Prepared by Dr. I. W. WESTON, Farm
Economist, and J. H. DRAKE, Wool In-
structor, Canterbury Agricultural College.

USTRALIA and South Africa
are important exporters of
fine wool and New Zealand,
Argentine and Uruguay of
crossbred wool. Of New
Zealand's production not

much more than one-thirtieth and
this mainly fine wool, is consumed in
New Zealand. Over 50 per cent of
the total wool sold is consumed out-

Canterbury Chamber of Commerce
Agricultural Bulletin, No. 245,
De-Eimi;er, 1949

side the British Empire. The amount
bought by different countries fluctu-
ates from season to season. The
graph shows the very great fluctua-
tions in prices that have occurred
in the past. Since wool is New Zea-
land's most important export, these
fluctuations are of vital concern not
only to New Zealand growers but also
to New Zealanders generally.

International organisation and im-
proved marketing may help to re-
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duce adverse fluctuations in the
future. Attempts may be made to
prevent monetary inflation caused by
war in the future, by means of inter--
national organisation and establish-
ment of a minimum code of interna-
tional , law. Inflation caused by the
past war having occurred, deflation is
not advisable. A policy of prevention
of further inflation by increasing ef-
ficiency and output is however very
necessary. Attempts may be made
at stabilising prices not at increased
levels but at a level where they are
profitable to compete with other
fibres both natural and synthetic.

PRICES 1st WORLD WAR: _

Prices for all wool exported in the
season prior to the First World War
were around 10d per lb. measured
in New Zealand, English or gold
money. In. World War I owing to
the demand for wool for war pur-
poses and difficulty of shipping wool
or marketing by the usual method of
auction, the British Government
agreed to buy and the New Zealand.
farmers agreed to sell the total out-
put up till one season after the war.
Prices were fixed at around 1/3.; or
at 55 per cent above the relatively
good prices that prevailed immedi-
ately prior to the war. .Under normal
conditions changes in wool prices
are accentuated by changes in
the general course of all prices or
changes in the value of money. Dur-
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ing the First World War, however,
prices of wool were controlled and
the controlled prices were much
lower than the uncontrolled prices
particularly in the inflationary post-
war period of 1918-1920.
PRICES 2nd WORLD WAR:

Prices in the season prior to World
War II were approximately the same
as World War I in New Zealand
money, i.e., around 10d but were only
8d measured in sterling and approxi-
mately 5d measured in gold. That
is although most costs were doubled,
prices of wool had approximately
half their pre-First World War pur-
chasing power. In World War II
the British Government again
bought, this time from the New Zea-
land Government, the whole output
of wool until one year after the war
but bought it one year sooner and
at stabilised prices much lower than
in World War I. World War II
prices were based approximately on
pre-war prices but with slight rises
and for 1943 season a 15 per cent
rise to compensate for increased
costs. Prices of luxuries and com-
modities that were not controlled
rose considerably.
For consumers of wool in. New Zea-

land a policy of stabilisation was
adopted and local mills and con-
sumers of wool in New Zealand ob-
tained their wool at low stabilised
prices. Any excess of market prices
over stabilised prices was paid for
out of the total woolgrowers' re-
ceipts up till 1945 season, and out
of the consolidated fund from that
period onwards.
Wool prices, particularly for farm-

ers on country securing income only
from wool and not from wool plus
surplus stock, were very low. Prices
were so low that Federated Farmers
very generously recommended that
high country farmers should secure
higher prices for their wool, these
prices to be paid for by deduction
from the total income received from
all wool. Unfortunately the fine wool
had to be valued on a similar basis
to that of Australia and South Africa.
Labour for the real back country
could not be obtained. The younger
men engaged in this work were
among the first to volunteer for
service overseas. The higher wages
and shorter hours and better con-
ditions for families had also caused
a drift to towns. High taxation
,ate up any reserve fund which
should properly have been set aside
for snow losses. Much of the work
of mustering out on to the summer
country and back on to the winter
blocks could not be carried on with
in the normal manner. The result

was that some high country pro-
perties declined in, and some even
ceased, production.
In the light of present boom prices

for wool this forced abandonment or
reduction of intensity of farming on
the marginal grazing land, through
fixation of relative low prices for
wool and inflation of other prices and
costs, appears to have been very
bad policy indeed.

PRICES AFTER WORLD WAR I:
For the 1920-21 season a free

market• again prevailed. The pres-
sure on an unorganised market of
both the United Kingdom purchased
stored wool and the current clip
caused a drastic drop in prices. A
British Australasian Wool Realisation
Association was formed (BAWRA)
to regulate supplies on the market
and establish a minimum sale price
for stored wool. Prices gradually
rose. By 1924-5 all surplus stored
wool having been disposed of, a new
high peak for prices was reached.
BAWRA recommended that its or-
ganisation should remain in ex-
istence to assist in regulating the
sale of wool in the future and at-
tend to matters such as costs of
'selling, costs of shipping, brokers
methods of weighing wool, etc. No
organisation of wool growers ex-
isted to represent the growers, the
profits of BAWRA belonged one-half
to the British Government and one-
half to the growers. Wool prices
were very satisfactory. Neither the
wool buyers nor wool brokers fav-
oured BAWRA. No alternative method
of selling was available. Without the
co-operation of buyers and brokers in
establishing grades, great difficulty
would have occurred in organisation
of selling. Accordingly BAWRA was
closed down. In New Zealand no
record of the individual growers was
kept and the profits were not able
to be paid . over to the individual
growers. Surplus profits were used
to purchase Flock House Training
Farm at Foxton and to provide
scholarships for the sons of merchant
seamen who lost their lives during
the war.

PRICES AFTER WORLD WAR II:
In the second season after the end

of World War II free marketing
was restored as in World War I, ex-
cept that a Joint Organisation (J.0.)
was established one year sooner to
deal with an exactly similar pro-
portionate unsold surplus of United
Kingdom purchased wool. As after
World War I, half the profits on
realisation were to belong to the
United Kingdom and the other half
to the growers of the wool in Aus-



tralia and New Zealand and South
Africa. J.0. proposed to regulate
prices by regulating quantities of old
wool offered on the market and by
establishing minimum reserve prices
at which both old and new wool, if
unsold, would be bought in. The
slump of 1921 was avoided. There
are two reasons for this, one parti-
cular, and the other, and the more
important, general. The particular
reason is that J.0. was already in
existence prior to and taking action
when free wool marketing prevailed.
The general reason is that world
actions towards avoiding a post-war
slump were more promptly taken by
immediately maintaining the inter-
national flow of money. The U.S.A.
provided gift and loan funds through
the European Recovery Programme,
and this season are sponsoring pur-
chases by Japan. The New Zealand
Government itself provided loans for
purchase of crossbred wool by cer-
tain countries. As after World War
I, both wool and general prices have
risen. considerably. The old wool
has been disposed of at approximately
the same rates as after World
War I. By 1950 as in 1925
it appears likely that most of
the stored wool will have been dis-
posed of. World wool prices in 1949
exceeded 1948 prices by approximate-
ly 20 per cent, but owing to New
Zealand's reversion back 20 per cent
to sterling parity in 1949, prices
measured in New Zealand money
were approximately stationary. In
September, 1949, the United King-
dom devalued its currency relative
to the United States dollar and to
gold by 30 per cent, making the U.S.
dollar worth approximately 43 per
cent more in sterling money. Most
countries of the sterling area, includ-
ing New Zealand, followed sterling.
The effect can vary with each article
of trade. In the case of wool the
effect should be to increase the im-
portance of U.S.A. competition and
prices should tend upwards from the
previous sterling money level.
At almost any sale some clips may

suffer variations from average mar-
ket prices owing to lack of competi-
tive demand at the moment their wool
is sold. To meet such cases growers
may consult their brokers and re-
fuse to sell below their own reserves.
Later, if their judgment proves cor-
rect, they may secure a better sale
by re-offering or even by shipping
for auction elsewhere.

THE FUTURE:

Between 1925 and 1929 wool prices
fell but remained at profitable levels
until the slump of the 1930's. At

present owing to the spending of in-
flationary borrowed money and nec-
essity for building up stocks, wool is
at a relatively boom level which is
likely to decline when. stocks have
been replaced as after the last war.
Another factor is that as the value
of money declines the prices of raw
materials increase. As in 1924 the
future of BAWRA, so in 1949 the
future of J.O. is being discussed..
Some of the representatives of Aus-
tralian, New Zealand and South
African growers as well as some
brokers and buyers have recommend-
ed a continuation of some form of
J.O. organisation. In both New
Zealand and South Africa the profits
from J.O. realisations have already
been earmarked to finance such an
organisation. In Australia, by far
the largest wool exporter, similar
funds are not so readily available.
Australian J.O. profits belong to the
individual grower. Australian wool
growers will receive an- estimated
£47,000,000 in June, 1950, when the
Australian J.O. is wound up. Pos-
sibly woolgrowers in Australia
could persuade the Australian
Government to set aside the
extra funds obtained from taxation
of these surplus growers' profits for
purposes of financing a future J.O.
type of organisation. The idea of
fixing minimum reserve prices based
on the general course of all prices
and particularly on the prices for
competitive fibres such as cotton and
silk appears to be sound, provided real
minima are established and main-
tained for the complete selling season.
There is no reason why price policy
with regard to wool should not be,
and every reason why it should be,
co-ordinated with similar policies for
artificial fibres and cotton. In re-.
trospect selling wool in N.Z. at 4d.
N.Z. money, 3d. sterling or approxi-
mately 2d. gold, as was done in the
1930's, and as may occur again in
the 1960's unless some minimum price
inter-government marketing" proced-
ure can be organised, appears to
have been very poor business from
every point of view.
The co-operation of, at least, some

important buyers in grading, of brok-
ers in valuing, of growers, manufae-
urers and governments in finance and
in assessment of quantities offered
and in assembling statistics of normal
buying.. requirements and establish-
ment of reserve prices appears de-
sirable. For any such scheme to be
successful not only the farmers but
all sections of the industry must co-
operate and be represented in any
marketing plans or decisions that are
made.



COLLECTIVE ACTION REQUIRED:
The stated object of the Interna-

tional Trade Organisation, the Inter-
national Monetary Fund and various
reconstruction gifts and loans by
U.S.A. are to endeavour to establish
international trade on an expanding
basis with relatively full employment
and purchasing power up to produc-
tive capacity. To assist achievement
of these objects each National area
is expected to maintain its own in-
ternal purchasing power and raise its
own, standard of living as its pro-
ductive capacity can be raised. If
practicable, international commodity
arrangements may be entered into to
supply or purchase specific quantities
of that commodity at stated maxi-
mun and minimum prices. The
U.S.A. tariff has already been re-
duced on wool and if sufficient
statistical data can be built up
through the co-operation of buyers or
manufacturers of wool, similar com-
modity world wool arrangements may
be practicable. Should surplus wool
exist this may be sold for its next
lower use or, if the surplus is tem-
porary, may be purchased and stored
for later re-sale and use. A system
of international stock piling, of stor-
able commodities offered at below
normal prices has been suggested as
necessary to assist in maintaining
greater stability in world trade and
monetary arrangements. E.g. sup-
pose in any one year 800,000 bales
are available for sale and a market
exists for only 700,000 then it may be
possible to stock pile the bales or if
necessary to even give these bales to
some country such as China which
at present is not able to be a large
purchaser of wool. Safeguards to see
that the wool is actually used for
say knitting and home use and not
for speculatively re-shipping abroad
would be required. Since the
days of BAWRA limitation of offer-
ings at any one sale have been ef-
fected by the Wool Committee. Since
the farmer would receive less for his
total clip, in accordance with the pro-
portion and grading of his wool that
remained unsold at the time, a
stimulus to adoption of alternatively
more profitable types of farming such
as carrying relatively more cattle or
to more extensive methods of
marginal land farming would be
provided. At present accumula-
tion along these lines seems
unlikely to be required for a con-
siderable period. Already plans and
proposals -for new investment in each

national area are so ambitious that
the danger of deflation for a con-
siderable period- ahead appears
negligible. On the contrary at pres-
ent the difficulty and danger is of
further inflation and of a further
withdrawal of labour away from es-
sential farm work into provision of
less essential luxury goods and ser-
vices.

ACTION THAT THE INDIVIDUAL
CAN TAKE:

The Sheep Commission has recently
issued a unanimous report in which
it stresses the need for assistance to
farm production in numerous di-
rections. Improvements are recom-
mended in local provision of housing,
schooling, electricity facilities, road-
ing and access, establishment of
clovers, low cost manuring, water
supply and drainage, rabbit and pest
control, fencing and tree planting',
more intensive cattle farming, taxa-
tion, sheep farmers' organisation and
in writing off financial costs of re-
establishment and development of
worth while areas of marginal land.
Individually these recommendations
can be supported. Individually also
farmers, where finance is available,
may themselves work along the re-
commended lines.
The farmer can reduce his own

income, land and death duty tax in.
part by paying high wages to mem-
bers of his family, by transferring
part of the plant, stock and property
to his sons, if necessary on a very
low interest long term mortgage
basis. He can take full advantage
of life insurance exemptions up to
15 per cent of his income and a
maximum of £150 per year. He can,
spend large sums in maintenance ex-
penditure such as building up of land
in good heart, establishment of clov-
ers, shelter, belts, topdressing, weed
and pest control. He can place fur-
ther sums into deferred maintenance
account, to be withdrawn and treated
as income in a year when incomes
are lower and work on further de-
ferred maintenance is more easily
carried on.
More specifically with regard to

wool production, the farmer can im-
prove the type and strain of his sheep
and so manage the flock that a
standard good type of wool as re-
quired by the buyers is produced,
and defects such as bad classing,
presence of breaks, unevenness, dirt,
weeds or burr in the wool are
avoided.

Copies of this Bulletin may be obtained from the Secretary,
bury Chamber of Commerce, P.O. Box 187, Christchurch.
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