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A community's need of a particular 

breduct is reflected in the price the com- 

Munity is prepered to pay for it, and this 
Price serves to indicate the most de- 

Sirable line to be followed in production. 
The price mechanism~/ also takes care 
of the division of the total production 
among the individuals comprising the 

Population; and this determines the balance 
between production and consumption. It 
iS a complex mechanism with many short- 
Comings, but for the purpose of this dis- 
Cussion it will be assumed that itfunctions 

Smoothly and faultlessly. The supply as- 

Pect is ignered; only the "Marshall de- 
curve'™ and the forces interacting 

With it are studied. 

CLASSIFICATION OF USES 

Wool is a unique product, since it 
Moves freely at an international level and 
therefore enjoys a world-wide demand. 
Moreover, in the raw unprocessed stage 
lt has no consumer demand, but the pro- 
Céssed product has many uses in a wide 
Sphere and may (in its various forms) be 
lassified into the following three main 

SToups according to the purpose for which 

itis used by the consumer: 

oO
 

cor
ed 

>)
 

pe
nt
 

> @ othing, 
<a Household purposes - 

(a} blankets, mats, 

ings, etc. 
(0) shoes, handbags, medical uses, etc. 

3. Industrial uses. 
—— 

curtains, cover- 

“This distinguishes the ordinary demand 
Curve from the approach of the indif- 
ference curve and its derived demand 
curve. 
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In Table 12) aNd 3) the use of all tex- 
tile fibres (both natural and artificial) is 
classified according to these three main 

groups in respect of a few countries or 
groups of countries, 

TABLE 12) 4nd 3) _ Estimated use of all 

textile fibresinthe three main 

consumption groups, based on 

actual weight 

  

    

  

  

      

Country ({Clothing| House- | Indus- 
| hold trial 

%o % % 
U.S.A. 

(i) 1957 to | 

1959 54 24 22 

(ii) 1961 55 27 18 

Western 

Europe, Uni- 

ted Kingdom, 

sweden 

1957-1959 56 | 24 20 

Japan 

(i) 1957 to 

1959 © 89 1i 

(ii) 1961 87 13         

From the figures in Table 12) and 3) 
it emerges Clearly that the greatest per- 

centage of textile fibres is utilised for 
tne manufacture of clothing. In Table 2 
the contribution of wool fibres to each of 
the three groups is shown as a percentage 

for the U.S.A. 

It is clear that wool constitutes an 
unimportant part of the fibres used for 
industrial purposes, but in the other two  
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Consumption groups it is more important, 
specially in the case of clothing. The 
distribution of the total wool utilisation 
in the U.S.A. among the three main con- 

  

        

            

      

    

Sumption groups is shown in Table 3, 
and it is again apparent that the largest 
amount of wool is used for clothing pur- 

boses, 

TABLE 22) and 3) _ The relative impor- 

tance of wool, in each of the 

three main consumption groups 

for the U.S.A. 
— 

— £956 iS61 

10 /0 

Clothing 14.6 11.0 

Household 10.7 9.0 
Industrial 1.7 1.0 
Total 9,6 8.0 

TABLE 3°) _ The distribution of total wool 

utilisation in the U.S.A, ac- 

cording to the three main 

consumption groups 

Clothing} House- | Indus- 

— hold trial 

Jo %o 0 
Average 

1949_53 65 28 
Average 
$54_58 71 26 3 
359 67 31 2 
IGO 87 30 2 
U6] 70 28 2         

aw the demand curve fer 
ne wool industry, 3 series of prices and 

Quantities in demand is required. As a 
Yesult of minany practical and theoretical 
Droblems, however, it would be virtually 

bie to produce a demand curve of 
voor indust try in South 

e a Marshall de- 

accepted. Be- 
1as only a derived 

necessary to define 

he refore 

SUSE unprocess ed wool 
Uemand curve, it is n 

tae demand of ‘the tertiary industries - in 
Order to derive the wool producer's de- 

mand curve from it. The demand exercised 
by the tertiary industries is in its turn 
determined by the collective demand curve 

for all consumers; and this in turn is 

the sum of the demand curves of the indi- 
vidual consumer. The individual demand 

curve will therefore be the first to receive 
closer attention. 

THE INDIVIDUAL DEMAND CURVE 

The demand curve shows two move- 
ments (see Graph 1): In the first place, 

it can move as demand increases or 

decreases; secondly, its slope may change 
in accordance with changes in the elas- 
ticity of demand. 

1. Movements in demand 
  

The factors causing a movement inthe 

demand curve will now be discussed. 

(a) A rise in consumer income.,- As 
the income of a consumer rises (as a re- 

sult of which he achieves greater pur- 

chasing power), he will demand a larger 
quantity of normal products at a given 

price. This amounts to a movement in 
demand to the right, 

  

The difference between normal and 

inferior products is illustrated in Graph 
2. Aproduct is inferior when the consumer, | 

on receiving a higher income, changes to 
a product of better quality. From the graph 
it will be seen clearly that, as income 

rises, larger quantities of normal pro- 
ducts are demanded and smaller quanti- 
ties of inferior products. Wool products 

are obviously a normal products and will 
therefore respond positively to a rise in 

income. 

The extent to which a consumer will 

consume more of a product, with a risein 
his income, apparently depends primarily 
on his marginal consumer tendency 
(m.c.t.)*) - which will determine wat per- 
centage of the increase in his income he 
will spend and what percentage he will 

save, Secondarily, the elasticity of income 
(e;) determines in respect of a particular 
product what percentage of the increased 
income will be spent on consumption of the 
specific product. (Alternatively, the ej can 

 



  

take the initiative, and its total can dic- 

tate the m.c.t.) | 

A high percentage of consumers spend 
their entire income; that is, here their 
average consumption tendency (a.c.t.) and 

also their m.c.t. = 1. There are certain 
factors, however, which influence this 
m.c.t. Thus, a consumer with a high in- 
come will have a lower m.c.t. than the con- 
sumer with a lower income. It has been 

supposed that, as a consumer's income 
rises, his m.c.t. willfall; but research has 
shown that the a.c.t. remains constant in 
the long run, as a result of the upward 
movement of the consumption function. 
When the rate of interest rises, the margi- 
nal saving tendency tends to rise - and a 
drop in the m.c.t. follows in consequence. 

The relationship betweena consumer's 
income and the demandfor a particular ar- 

ticle is known as its ej. This is the yard- 
stick used to measure the rate of growth in 
respect of the demand fora particular pro- 
duct; and it is represented as shown in 

Graph 3. 

Case A represents a normal product 

and case C an inferior one. Case Brepre- 
sents a product not influenced by a risein 

the consumer's income. This usually ap- 
plies where the product is comparatively 

unimportant in the household budget, e.g. 
salt. 

According to Engel's Law the income 

elasticity of foodstuffs is less than l. 

This also applies to many other products, 
but in the case of clothes, furniture, 

holidays, education, etc., the e; is some- 
times greater than 1. Table 4 shows the 

e; of a few products for the U.S.A., 
while the ej of all textile fibres for a 
few countries is given in Table 5. 

Although the ej; of clothing is 1.0, 
it is considerably lower than the e; of 
services rendered (processing and sales 
services) have been deducted; and, as 
will be seen from Table 5, the e; for 
textile fibres in the U.S.A. is nil. In 

south Africa it is 1.0, while the highest 
figure is that applicable to the Middle 
East and Africa (excluding South Africa), 
namely 1.15. 

32 

TABLE 44) - Income elasticity of certain 

consumer goods and servi- 

ces in the U.S.A. 
re 

  

  

Product or service | Income elasticity _ 
Food and fuel 0.5 

Housing 0.8 

Clothing and furni- 
ture 1.0 

Recreation 1.3 
Education 1.6 _— 
    
TABLE 52) ~ The income elasticity of tex- 

tile fibres in various ccoun- 

  

  

  

tries 

Country Income elasticity 

U.S.A, 0.0 

Canada 0.15 

Australia 0.3 

Western Europe 0.5 

Japan 0.9 

south Africa 1.0 

Latin and Central | 

America 1.05 

India 1.15 

Africa and the 

Middle East 1.15   

  

  

The entire situation in regard to the 
ej is best summarised by Adam Smith*’: 

"The desire for food is limited in every 
man by the narrow capacity of the human 
stomach; but the desire of the convenien~ 

ces and ornaments of building, dress 
equipage, and household furniture seems to 
have no certain boundary." As willappeat 
from the following quotation, it is advan- 
tageous to the clothing and furniture indus~ 
tries that the per capita income should 
rise continually, as is the case at pre~ 

sent: "Analysis of fiber consumption du- 
ring the fifties shows that per caput 
income is the single economic variable 
explaining the greater part of the varia- 
tion in per caput fiber consumption. Over 
the five 3-year moving averages 1952-54 
through 1956-58, about 60 to 70 per 
cent of the variance inper caput consump, 

bed tion is explained by income variations. 

   



_ The elasticity of services, however, 

'S very considerable and price rises also 
Dlay an important part. Because of this, 
the increase in the actual quantity of 
libres used is reduced considerably. "A 

8 percent increase in income could be 

4SSociated with a 9 percent increase 
in expenditures on shirts, a 5 percent 
Increase in the number of shirts bought 
and Only a 4 percent increase in the 

Wantity of fibres going into these 
Shirts,"'2) 

(b) Future expectations. - It is doubt- 
£ ° 

‘ul whether expectations at the present 
time have any noteworthy influence on the 
hormal demand for wool products. 

(Cc) Tastes and habits (fashions), - 
These factors have avery important influ- 
“nce on the demand for wool products, as 
the demand for wool products is related to 
¢ Considerable extent to fashions or new 

habits and tastes. In the first place, it 
Would appear that consumers are de- 

veloping a "taste" for synthetic clothing 
Materials. "Remarkably rapid rates of 
novation and changing consumer tastes 
are causing major adjustments in manu- 
facturing output, and hence in the com- 
Dosition of the demand for raw mate- 
Tials."3) New fashions also dictate the 
increasing use of these synthetic mate- 
Tlals. This is a sociological phenomenon, 
‘or which reason it is not pursued here. 
What is important, however, is that as 
the Synthetic materials develop a consu- 
mer preference, they are continually be- 
Coming a better and closer substitute for 
Wocl, This trend is definitely in progress 
because as the good qualities of the syn- 
hetic materials gain ground, the tradition 

Of using only wool clothing and other wool 
Products is disappearing. In this manner 
the existing consumer status of woollen 
Products is being gradually undermined. 
N€search is essential to adapt wool pro- 
ducts to the changed consumer tastes and 
abits, 

The good properties of wool products 

‘nd their improvement must be brought 
Constantly to the notice of consumers by 
Means of publicity campaigns. This pu- 
licity must not be aimed merely at in- 
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creased sales, but also at isolating wool 
from its substitutes. Care must be taken, 
however, to ensure that the publicity pro- 
gramme does not merely enhance the 
prestige value of the services of the 
manufacturers and other intermediate 
persons, without contributing much to 
the sales of the product itself, 

(d) Substitution. - Although the accent 
falls on wool, some of the other indus- 
trial fibres are also feeling the effects of 

substitution; and when substitution is men- 
tioned, the concept of "crosswise elasti- 

city" immediately assumes prominence. 
Graph 4 defines the two concepts sup- 

plementary products and substitutes. 

(i) Supplementary products. - Some 

manufacturers prefer to add at least 20 
per cent of fine wool to all their synthetic 

clothing and other materials. This ap- 
parently gives these materials the same 

soft handling associated with materials 
manufactured from pure wool. South Afri- 
can wool is very popular for this purpose 
because of its fine texture and soft hand- 
ling. 

If a fixed proportion of 20:80 is main- 

tained, wool and synthetic materials are 
complementary to each other in such ca- | 
ses. The complementary relationship, 

however, is very low and wool and syn- 
thetic fibres are used mainly as substi- 
tutes for each other, 

(ii) Substitutes, - When mention is 
made of substitutes in regard to the de- 

mand for various products, it is a matter 
of grave concern to the woolindustry. The 

industrial fibres of importance here vary 

considerably from each other both in their 

origin and in their end-uses. Thus cotton, 
for instance, is of vegetable origin; wool 
is an animal product; rayon is a factory 

product with a vegetable basis; and syn- 
thetic fibres are factory products with 
a mineral basis. It igs necessary to classi- 
fy these industrial products, and the 

handiest classification is between natural 

fibres and man-made fibres. All these 
fibres have more than one end-use over- 
lapping each other, so that many of them 
are to a greater or lesser extent substi- 

 



  

tutes for each other. "One of the main 
threats to the exchange earnings of de- 
veloping countries in recent years has 
come from competition of synthetics with 

agricultural raw materials." 

On the present basis of technology, 
cotton and rayon will continue to compete 

against each other in the lower price 
range, and wool against the more ex- 

pensive synthetic fibres. In recent years 
synthetic fibres have moved progressive- 
ly closer to wool products as a substi- 
tute for them. As will be seen from 
Table 6, the relative share of man-made 
fibres in total consumption has increased 
rapidly from 7.4 per cent in 1935/37 to 
25.4 per cent in 1962. This rapid increase 

is attributable to the growth of synthetic 
fibres, as the first true synthetic fibre 
(nylon) was announced in the U.S.A. in 
1938.9) 

TABLE 62): — Man-made fibres as a per- 

centage of the total fibre uti- 

  

  

  

lisation 

1935-37 | 1948-50 |1957-59| 1962 

% % % % 
7.4 15.5 21.1 25.4           

Table 7 shows a number of countries 
or groups of countries together with 
the percentage of total utilisation re- 
presented by the various types of fibre. 
The percentage of total production used 
by each country is also indicated. 

south Africa uses only 0.6 per cent 
of the world's fibre production. This 
is close to that of Australia, with 0.7 
per cent. The highest percentage of wool 
(30.7 per cent) is used in New Zealand, 

while in South Africa wool represents 
only 10.0 per cent. Among the high- 
income countries wool represents a lower 

percentage only in the U.S.A., namely 
7.1 per cent. High-income countries use 
relatively more wool, namely 12.6 per 
cent as against 5.6 per cent in low-in- 

come countries. Of the world total, wool 
represents only 9.6 per cent (approxi- 

mated at 10 per cent). Low-income coun- 

tries, on the other hand, make more 

o4 

extensive use of cotton, while the use 

of synthetic fibres is thus far virtually 
coniined to high-income countries. The 
low proportion of wool in South Africa 

does not result in a very high relative 

proportion of cotton; on the contrary, 
South Africa is relatively the greatest 
user of rayon. 

During the period 1952 to 1960 the im- 
portance of syntehtic fibres increased 
very rapidly in the U.S.A., Japan and 
Western Europe. It is expected that there 

will still be a high degree of substitution 
between synthetic fibres and wool and 
cotton in high-income and highly indus- 
trialised areas, particularly during the 
1960's.4) 

It is clear that man-made fibres have 
increased universally in relative impor- 
tance. During this period Japan remains 

the most important user of man-made 
fibres, while these have gained ground 
most rapidly in Italy. 

Table 8 represents the changes in the 
contributions of wool to the various con- 

sumer groups from 1950 to 1960. . 

Substitution has occurred as follows 

within the three main consumer groups: 

Clothing: During the fifties the contri- 
bution of rayon declined by 10.1 per cent 
and that of wool by 2.8 percent, while that 
of cotton increased by 5.8 per cent and 
synthetic fibre by 7.1 per cent. Wool 
therefore declined comparatively slightly 
here, but synthetic fibre shows an appre 
ciable rise. Part of the drop as regards 
wool resulted from the lighter materials 
for boys' and men's suits. 

Household uses: During the fifties the 
relative contribution of the natural fibres: 

wool and cotton, declined by 15.4 per cent. 
The greatest decline was in respect of 
cotton, namely 8.3 per cent wool declined 
by 7.1 per cent. For blankets, mats: 
coverings and curtains, man-made fibres 

constituted 43 per cent as far back as 
1960. In the case of shoes, handbags: 

medical uses, etc., the contribution of 

natural fibres dropped by 8 per cent from 
1950 to 1960, while synthetic fibres took 
over virtually the entire market. 

 



TABLE 7(a)2) —~ Various types of fibres as a percentage of total utilisation for a few 

geographical areas in 1957-59 | 
=—=_=__.         ain 

  

      

  

      

Country Cotton Wool Rayon |Synthetic | Total | Percen- 
fibres tage of 

world 

fibre con- 

Se sumption 

% % % 70 % 
U.SLA. 65.7 7.1 18.7 8.5 100 19.8 
Western Europe 53.6 18.3 24.0 4.1 100 20.3 

Australia 54.9 22.3 18.3 4.5 100 0.7 
New Zealand 48.1 30.7 18.3 2.9 100 0.2 

Japan 54.4 10.1 27.9 (7.6 100 5.2 
South Africa 45.8 10.0 41.8 2.4 100 0.6 
Total high-income 

CCuntries 58.7 12.6 22.4 6.3 100 48.2 

Total low-income 
Countries 80.4 5.6 13.3 0.7 100 22.1 
Sino-Soviet area 78.8 7.9 12.7 0.6 100 20.7 
Worldiotal | 69.5 9.6 17.5 3.4 | 100 100 

  

TABLE 7(b)3}) ~ Changes in the relative 

(percentage) contribution 

of natural fibres and man- 

made fibres in certain 

countries during the de- 

cade 1952-62 

  

  
    

    

  

Se 

mo 1952 1962 
U.S LA wt A, 

Natural 78 69 
Man-mad ade 22 31 
United Kingdom 

Natural 80 64 
Man-made 20 36 
~~ nce 

Na atural 82 66 
“ian—made 18 34 

<ermany 
Natural 66 61 
Ma 
Jeet ~made 34 39 

Nate 2] tural 81 62 
Man-made 19 38 
ae 

Man-made 30 40   
  

30 

  

Industrial uses: Here the contribution 
of synthetic fibres roge from 7.5 per cent 
to 20.2 per cent during the period 1950 
to 1960. For tyres alone it rose by 34.4 
per cent. Wool lost ground in all spheres, 
while the relative importance of synthetic 
materials increased everywhere. As re- 
gards total contribution, all materials. 
declined in favour of synthetic fibres, 
which increased by 9,9 per cent. 

The greatest gain is shown by syn- 
thetic fibres, while there has also been 
an increase in respect of rayon. Wool ° 
shows a Slight decline, but the rela- 
tive importance of cotton has declined 

sharply. For the rest of the sixties 
it is expected that "the whole field of 
inter-fibre Competition will be wider than 
ever before, embracing the man-made 
products as well as natural ones."3) 

2. The changes in the slope of the de- 
mand curve or the price elasticity 

of demand (ep) 

The greater e., the more strongly 
do users react to q small price change, 

and the more easily substitution occurs. 
The following factors influence Cp: 
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TABLE 8(a) ° - The trend in the relative 

contribution of wool to the 

variouS main consumer 

groups in the U.S.A., 
1950 to 1960 

1950 1960 Change 

% % % 
Clothing 

Cotton 61.4 67.2 + 5.8 

Wool 15.6 12.8 - 2.8 

Rayon 20,2 10.1 - 10.1 

Synthetic 

fibre 2.8 9.9 + 7.1 

Household 

Cotton 71.5 63.2 - 8.3 

Wool 17.8 10.7 - %1 

Rayon 10,2 16.5 6.3 

Synthetic 

fibre 0.9 9.6 + 9,1 

Industrial 

Cotton 83.3 71.8 - 11.5 

Wool 6.9 1.2 - 5.7 

Rayon 4.1 6.8 2.7 

Synthetic 

fibre o.7¢ 20.2 + 14,5 

Total 

Cotton 66.6 62.8 - 3.8 

Wool 12.4 9.0 -~ 3.4 

Rayon 18.7 16.0 - 2.7 

Synthetic 

fibre 2.3 12.2 + 9,9         

TABLE 8(b)2) - Distribution of world uti- 
lisation of cotton, wool, 

rayon and synthetic fibre 

for 1952, 1957 and 1962 

  

  

1952 1957 1962 

To %o % 
Cotton 73.0 68.6 65.3 

Wool 10.3 9.9 9.3 

Rayon 15.3 18.1 18.0 

Synthetic 

fibres 1.4 3.4 7.4         

(a) When the particular product, such as 
wool, has substitutes which approxi- 
mate very closely to it, demand tends 
to be more elastic. As noted pre- 

viously, wool has near substitutes in 
the form of synthetic fibre which con- 
tributes towards an elastic demand. 

(b) The demand elasticity of high-income 

-sroups tends to decline, but because 

wool is a product used by all strata 
of the population (and as the middle- 
income group is probably the largest 
group), elasticity, in regard to this 
factor also, will be relatively high 
for wool. 

(c) When only a small part of the budget 
of a household is spent on a specific 
product, the price elasticity of demand 
is lower. Fibre products, howevers 

make big inroads into the budget - with 
the result that the demand for wool 1 

also elastic in respect of this factor: 

(d) The demand elasticity of luxury 

articles is usually higher than that of 
essential products. Wool, in the form 

of clothes, is initiaily a primary ne~ 
cessity, since people must be clothed. 
When it comes to smart fashionSs 

however, wool becomes a purely luxury 
article. It will also be observed from 
Table 7 that the relative contributio® 

of wool is 12.6 per cent in high- 
income countries but only 5.6 per cent 

in low-income countries, It woul 
appear, therefore, that wool bears 4 
relationship to luxury articles, and the 
elasticity of wool will consequently 
also be relatively high as a result of 
this factor. 

(ec) During depressions the elasticity of 

non-storable products is reduced, but 
wool is a product that is easily 
stored. 

It would therefore appear that wool 
has a relatively high price elasticity ° 
demand. The elasticity of services, how™ 
ever, are known to be high; and for th!* 
reason the elasticity of raw wool is re 

duced when the service elasticity has n° 
yet been added to it. The price elasticity 
of demand on the farms will consequently 
be lower. 

   



J ti Q HE COLLECTIVE DEMAND CURVE 

_ This is the total demand curve of all 
‘Ndividuais in a national economy. This 

Cemand curve, however, ig influenced 

by certain global factors 

tion increase. 

  

  

n international products such as 

se accordingly include the in- 

in the population of the world; 

that is, the net natural increase. This 
factor will continually Move the collective 

demand curve towards the right. 

Crease 
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» Con apositicn of population 

This is a factor which exerts an im- 

Ortant influence on the movement of the 

mand curve for a specific product. 
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(8) The civil as against the non-civil 
forces: When the military and police 
forces constitute a large proportion of 
the Population, government policy has 
an important influence on such things 
as the use of wool uniforms. 

mers: The more numerous the con- 

corps in comparison with the 
cers the more favourable are 

or thepreduct. This, how- 

f greater importance from 
view of supply; in other 

er number of producers. 
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Age composition: It is the young people 
in a population who are particularly 
fashion-conscious. Consider the 
"teenman") teenage fashions. 

composition: 'In the United States, 
ween 1949-51 and 1958-60, per 

oe consumption of all fibres (un- 
hied) increased by more than 5 
cent for women but remained 

1stant for men." 
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3. Bia * AlSes in income and income distribution 
Seen 

r 

7) . 
(2} This income refers to the total popu- 

lation and ; particularly to the trade- 

"he producers as against the consu- 

o¢ 

cycle movement between depressions 
and inflations. 

(b) A better division of income among all 

strata of the population may increase 
consumption. 

4, Shocks 

These include sudden movements in 
demand in times of war, etc. Consider 
the position of wool during the Korean 
War in 1951. 

THE DEMAND OF MANUFACTURERS 

The collective demand is exerted on 
the manufacturers, and a derived demand 

curve for the wool producers results 
from this. 

Wool and synthetic fibres are utilised 

as production factors in the processing 
industries, and then the factor/factor 
relationship comes into operation. As- 
sume that the consumer's demand is 
for clothes as such and not so much for 

the constituents of clothing (i.e. wool 
and other fibres). Under such circum- 

stances the manufacturers will use the 
cheapest combination of production fac- 
tors in the production process. 

Assume that the initial combination - 

of the production materials is A. If a 
technological development now occurs in 
respect of wool to make it relatively 
cheaper aS a production factor, expan- 
sion will occur in accordance with the 
expansion line BjBo, If no change occurs 
in respect of the two factors, expansion 
follows the course €,C2. When the tech- 
nological development favours synthetic 
fibres, expansion occurs along DjDo. It 
would appear that the last-mentioned pro- 
cess is now in operation. The following 
quotation refers to this: "It seems that 
in many cases the replacement of one 

fiber by another is largely influenced by 
technological considerations." 

FUTURE EXPANSION 

In pursuance of the discussion thus 

far, the future expectations of the wool 
industry can now be considered. 
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Graph 5: Technological improvements 
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It will be observed that the per capita 
Use of wool has risen appreciably; and 
although this did not hold good for 1948- 

0, it is expected to continue increasing. 

  

      

  
  

TABLE 92) - World trend index in the use 

of wool with the index for 
1911-1913 = 100 

eee 

Population| Wool 

— used 
191143 100 100 
1935-37 120 127 
1948_5¢ 137 128 
£957_59 162 172       

  

TABLE 102) ~ Per capitause of wool, cot- 

ton, rayon and synthetic 

fibres, average for the years 
1957-59 
  

  
  

  

  
  

a 

Countries and groups Kilogram / 
Of countries capita/ 

Se annum 
U.STA. 15.5 
Total North America 15.3 
petal Oceania 9.8 
Ctal Western Europe 8.8 

Japan 
7.9 

South Africa 
o.2 

* otal Central and Latin 
Americas 

4.3 
Total Africa and Middle 
Rh 

“ast 
2.2 

~Ctal Asia and Far East 2.0.   
  

When the per capita use of North 
erica is considered, it is clear that 
the ve * Capita USE OF Tibres by the rest of 
.., -Orld can stillincrease considerably - “RQ wool will probably have an important S Yapa 4s . ~ ae in this increase. 

Although South Africa's sheep have not 
the sed particularly rapidly innumbers, 
the Wool production per sheep has shown 

ore, Lost rapid rise. The numerical in- 
exon of both Australia and New Zealand 
inter. that of South Africa. The increasing 
Woo) est of the Chinese-Russian block in 

* Production may also be inferred. The 

ine 
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number of sheep in the U.S.A. started to 
decline at the beginning of the 1960's. 
TABLE 112) — Percentage increase per 

annum innumbers of sheep 
and wool production for the 
decade 1950-60 

  

  

  

  

  

  

Country Percentage Percentage 
increase in | increase in 
number of | wool produc- 
Sheep per tion per 
annum annum 

Yo % 
Australia 3.6 4.8 
New Zealand 4.1 4.3 
South Africa 1.4 2.5 
U.S.A. 0.3 1.1 
Sino-Soviet 6.3 6.9       

  

TABLE 12 2) - Projection of wool produc- 
tionin 1970 with the index 

Of the 1957/58-59/60 wool 

Production = 100 
  

    

  

  

  

Country Index for 

1970 

Australia — 132 

New Zealand 131 

U.S.A. 130 

Africa and Middle Fast 

(excluding South Africa) 125 
South Africa 124 

Latin America 121 

Total (Sino~Soviet excluded) 127 
  

  

A rise of about 24 per cent in wool 
production is forecast for South Africa 
for the decade 1960-70. This, however, 
does not compare yery favourably with 
certain other wool-producing countries. 
It is also expected that world production 

will increase by 27 per cent (Sino-Soviet 
excluded). 

It is. expected that this increase in 
wool production wil] easily be absorbed. 
The decline in wool prices since 1951, 
however, is expected to continue, but at 
a lower tempo. 2) This decline in wool 
prices will set both the income effect 
and the substitution effect in operation 

 



  

(see Graph 6), which will enable wool 

to withstand its decline in relative im- 

portance. 

If the price of wool declines, the con- 
sumer's equilibrium between wool and 

other fibres will move from Ej to Eo. 

This movement, however, will occur in 

two stages. To begin with, consumer in- 
come for spending will increase if the 
price of wool declines. It will then move 
to position G on a higher indifference 
curve (thus the income effect). As the wool 
has now become relatively cheaper, how- 

ever, the slope of the budget line in favour 
of wool and the consumer moves from G 

to E2 (thus the substitution effect). The net 
result is therefore a movement from Ej 

to E9; that is, an increase in the amount 

of wool consumed. 

The decline of wool prices, however, is 

often preceded by a decline in that of 

synthetic fibre products, In other instances 

the synthetic fibre prices follow a decline 
in wool prices almost immediately. This 

substitution effect is consequently at a 

minimum in favour of wool. 

SUMMARY 

1. Wool is an international product with no 

demand in the raw, unprocessed stage. 

It therefore has only a derived demand 
curve at the producer end ofthe distri- 
bution chain. 

2. Wool products may be classified into 
three main consumption groups, namely | 

clothing, household and industrial. Of 

these, clothing is by far the most im- 

portant. 

Wool is a normal product and responds 

positively to a rise in income; in fact, 

a rise in income is the one factor which 
has contributed most to the higher per 

- capita use of wool. 
Future expectations should not upset the 

use of wool to any great extent. 
. The price elasticity of the demand for 

wool is relatively high, and substitu- 
tion can thus occur easily. 

. Synthetic fibres have become a better 

substitute for wool, and substitution in 

favour of synthetic fibres is occurring. 

This is increased by changing tastes 
and habits, to make way for synthetic 

40 

fibres and the breaking-down of the 

tradition of buying only wool products. 

The substitution is being combated, 

however, by constant reductions in the 

price of wool, as a result of which the 

income and substitution effect is seen. 

. As a result of technological develop- 

ments the factor/factor expansion is 

also swinging in a favourable directiop 

for synthetic fibres. 

Population increase in the world con~ 

tinues to act as a stimulus on the ce- 

mand for wool, while population conml~ 

position also exerts and important 

influence. 

The world production of wool will pro7 

bably increase by 27 per cent during 

the decade 1960-70. In South Africa it 
will be due to a higher yield per sheep: 

10. The rising wool production will be 

easily absorbed by increased use, but 

the trend of declining wool prices wil! 
probably continue although at 4 

slower tempo. 

Due to the rapid growth rate of the 
world population and the increasing 

use per capita, the total consumptioP 

of fibres will increase appreciably. 

This can place a floor in the drop ° 

wool prices and the relative scarce” 

ness of wool at this stage may then, 0? 

the very long run, lead to an increas? 

in prices, 

11, 
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