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THE LONG-TERM OUTLOOK FOR WOOL 

Address by: Frank Lowenstein, Economist for the International Bank for 
Reconstruction and Development before the l08th Annual 
Meeting of the Northern Textile Association, Septembe~ 20, 
196~, Portsmouth, Ne1·1 Hampshire. 

Mr. Chairman, Ladies and Gentlemen: 

Before we take a look at the 111[or1d Outlook for 1vool, I 't'ITOuld like 
to say a word concerning the interest of the 1rlor1d Bank in 1rJool and 
comrnodities in general. As you probably know, the World Bank is an 
international organization whose stock holders are the Governments of 
76 countries. Loans are made to these countries based on banking 
principles. Most of the countries which borrow from the Bank are under­
developed countries which depend on primary cormnodities for large parts 
of their export earnings. 

The future prospects for commodities are, therefore, important in 
evaluating the credit 1vorthiness of countries applying for loans from 
the Bank and are important to the economic planning for many under­
developed countries. Accordingly, the \'l:>rld Bank assesses future 
prospects for many commodities. 

Recently, I cor1pleted a basic study on wool for the Bank. This 
study attempts to assess the future prospects for wool with respe~t to 
supply, demand and price. I use the ltJord "attempts" Hith deliberation. 
There are many aspects of the Horld picture for wool which are not clear 
because of inaccurate data, inadequate information, and inability to 
foresee technological developments 10 years from now. To analyze the 
demand for wool, 1ve must look at the demand for wool products. 
Fortunately, data on VJool consumption by mills indicate the relative 
output of vrool textiles, with some time lag, as Hell as the consumption 
of raw 'Lfool. Data indicating the demand for vJool and the output of 
products in this talk are, therefore, e)~ressed in pounds of wool. 

Importance of Wool 

About 80 per cent of the Free World's wool output occurs in seven 
countries - Australia, New Zealand, the Republic of South Africa, the 
United Kinr;dom, the United States, Argentina, and Uruguay. All of these 
countries except the United States and the United Kingdom are important 
exporters of v.rool. The five major eJq)orters shipped more than 85 per cent 
of the Free World's wool exports since 1948 and earned an average of 
13.5 to 54.5 per cent of their foreign exchanc;e from l.J"ool shipments from 
1950 to 1960. Better than 95 per cent of the v.rorld 1 s imports go to the 
Communist Bloc, the United Kingdom, the United States, France, Japan, 
West Ger:many and Belgi1llTl. 
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These figures simply indicate that five noel exporting countries 
are dependent upon wool imports by six wool liaporting countries for 
significant portions of their foreign exchange earnings. The wool 
exporting countries are interested in the demand for vrool in the manu­
facturing or importing countries and the vJool importing countries are 
interested in the supply of wool. Both sets of countries are, of course, 
interested in prices for wool. 

Demand for Wool 

World wool consumption since 1948 has risen at about the same 
rate as has norld population. The United States, 1rJestern Europe, and 
Japan manufacture about 80% of the Free ~'Torld 1 s 1-rool textiles. Mills 
in these countries consumed about 2,100 million pounds of wool in 1960. 
The Communist countries consumed another 742 million pounds of wool in 
1960, or 23% of the t-Jorld' s mi11 consumption in that year. This per­
centage has been growing steadily since the end of Uorld War II. In 
1948, mi.ll consumption in the COliUnunist Bloc comprised about ll% of the 
-vrorld total. 

Nill consumption of wool within an individual country may not 
be a true indicator of the demand caused by economic forces originating 
within the country. Hool textiles are traded in fairly large volume 
bet1rreen countries. n some countries, textiles manufactured from wool 
are exported in large volume and small quantities of vvool textiles are 
imported. In such cases the const1..i11ption of wool by consumers within the 
country is actually smaller than mill consumption. In other countries 
the reverse situation occurs. IYii11 consumption of wool within an in­
dividual country should be adjusted for imports and exports of wool 
textiles. Wool consumption after such adjustment is termed 11 domestic 
consumptio~' in this talk. 

Exports of woo1 textiles from Japan have been gro-vJing at a rapid 
pace. In 1960, exports from Japan ~rere about 14 times such exports in 
1950. WQol textile ex-ports fro111 liest Germany, France, Italy, and 
Belgium have also been increasing, but not nearly as rapidly as such 
exports from Japan. Wool textile e)~orts from the United Kingdom have 
not sh01;.1l1 a growth trend. The United States exports small quantities 
of 1.-rool textiles and impQrts large quantities. In 1960, u.s. imports 
were equivalent to 132,132,000 pounds of ra-tv vroo1. These imports Here 
about double those of 1950 and 32:·; of u.s. mill consumption in 1960. 

If the trends, described a'f)ove, in the principal Free 1~orld con­
suming countries 1vere to continue into the futune, they 'tvould cause some 
changes in vJool trade patterns. The United Kingdom and the United States 
t101J~d iraport smaller proportions of the Free 11\forld 1 s wool imports and 
japan would import a much large~ proportion. Wool imports into all the 
large consur;1ing countries in the Free ~lorld Hould probably increase 
because of slmi ly rising mill consumption, but the increases probably 
vJould be r,1ore rapid in Japan than in other countries and increases in 
the United Kingdom, and the United States would probably not be as 
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rapid as in other l arge consumi ng countries. 

World per capita consumption of wool has not increased since 
1948 and was about l.l pounds per person in that year and in 196o. 
Wool consumption has remained stable despite substantial increase in economic 
activity in Host of the Hor1d ~Thich lni ght have been expected to stim-
ulate consumption. At the same time, the stagnation of consumption 't·1as 
accompanied by a decline in 1voo1 prices, "t·Jhich also should have caused 
uoo1 consumption per capita to i ncrease. \fuy did r:Jool consumption per 
capita fail to rise in the face of falling wool prices and rising 
consumer incomes? 

The consumption of fibers in ru1y one country is deternrlned by 
several economic forces t·Jorking simultaneously. The principal forces 
which appear to determine fiber consumption are consumer income; real 
prices for fibers and textiles; and, in the short run, the inventor,y 
position of textiles. The distribution of total demand between the 
various fibers is determined by relative prices and relative quality 
characteristics. 

The qualities which Hool possesses and 1.-rhich are generally 
considered desirable are warmth, resiliency, and durability. Cotton 
is not Harm enough seriously to compete vJith rJool. The cellulosic 
manmade fibers are not resilient nor do they vJear Hell and they are not 
seri0us conpeti tion for uool. Hot·rever, the synthetic fibers do possess 
qualities vrhich make them seri01..1.s competitors for Hool. Many synthetic 
fibers have resiliency and have vJarmth retaining qual.ities. :i:'urthermore, 
it takes f euer pOlli"lcls of manmade fibers than Hool to cover a specified 
area. 

The per capita consumption of all fibers in the Free vJorld has 
been i ncreasing. Consumption of cotton,· 'tvool and manmade fibers increased 
from 9.8 potunds per person in 1948 to ·11.6 pounds in 1960, an increase of 
18.4%, a~.)out 1.3% per year. The consumpti0n of synthetic fibers increased 
much more rapidly than consumption of all fibers, rising by about 29.5% 
a year. Increases in the use of synthetic fibers have been especially 
sharp since 1950 in the u.s. and the Free Horld as a whole. 

The lack of growth in per capita consumption of -vroo1 in the Free 
World has been largely caused by the rapid gror~h in s.ynthetic fiber 
consumption. This growth has been so quick that it has overshadOt-Jed 
increases in income or gross national product and declines in wool prices. 
(See I~,igure 1) • 

Synthetic fiber production i n Hestern Europe, Japan, and the U.K., 
was at very 1olJ levels in 1950. Fron 1957 to 1960, production almost 
doubled in the U.K., better than doubled i n He stern Europe, and almost 
tripled in Japan. Plans for 1963 i ndicate continued rapid grmvth -vrith 
production more than doubling in Western Et~ope and Japan and almost 
doubling i n the U.K. Although the rates of gro'tvth may taper off in the 
late 1960's, production of synthetic fibers by then 'tri.11 be very large 
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and, theref Jre, -vrl..ll continue to have a depressing effect on 'WOOl 
consmnption. (See Figure 2.) 

Domestic consumption of 1-rool per capita in Japan has increased 
since 1948, as contrasted Hith a decline in per capita consuraption of 
wool in the rest of the Free World. In Japan synthetic fiber consumption 
per capita rose from 0.1 potmds in 1950 to 2.6 pounds in 1960, an 
increase of r11ore than 2.500% or an armual rate of about 447; a year. 
Despite the rapid increase in ~ynthetic fiber consumption, domestic 
wool constunption per capita also increased, rising about 425% or fram 
about 0.05 to approximately 2 .. 5 pounds per capita. In Japan, GNP per 
capita more than doubled from 1950 to 1960 rising at an annual rate of 
7 .5%. The combination of sharply rising income, falling vrool prices 
and changes in apparel style probably caused wool consumption to 
increase despite the rapid rise in synthetic fiber productiono 

The projections for wool consumption per capita which follow do 
not take into consideration the possible effect of future tecl1nological 
improvements in fibers. There have been several improvements introduced 
for -vrool in recent years, such as resistance to shrinkage, permanent 
moth-proofing and pennanent creasing• Such improvements will help wool 
retain some of its markets. Hmrever.,- synthetic fiber producers are 
constantly introducli1g new fibers and improvements in existing fibers. 
At this point in time, it is most difficult to assess the re1ative 
advantages of prospective technological improvements for V>rool versus 
those for synthetic fibers. At the best, improvements for uool 
probably will no more than offset those for man-made fibers. 

A rapid rise in GNP is assmned for Western Europe and probably will 
cause vvool consu..'llption per capita to hold at about its 1960 level or 
perhaps increase slightly, despite the assumed rapid gro'tvth in synthetic 
fiber consumption. Analysis of vTool consumption in the United States 
sh~ts that Personal Disposable Income (closely related to Gross National 
Product) is r.10re important in deter;.lining wool consu..mption than either 
prices or S'JTnthetic fiber consumption. If a similar re1atiionship is 
true for 1-Jestern Enrope, wool consumption per capita v.rill be maintained 
at least at the present level of 3. 7 pounds per capita in 1970 and coul.d 
rise about 8% to about 4 pounds per capita, depending on the exact level 
of synthetic fiber consumption (i!-.5 to 6 pounds per capita). Also, Europe 
historically, has consumed more wool than the United States. There is 
little to indicate that this traditional relationship will be changed. 

Under the population assumed for 1970, aggregate domestic -wool 
consumption in 1Jestern Europe 'tiOuld be 1,293 to 1,398 million pounds in 
1970, compared with 1,171 million pounds in 1960. 

The ve~J rapid increase in GNP assumed for Japan would probably 
cause a continuation of the rise in wool consumption, despite an assumed 
tripling or quadrupling of synthetic fiber consumption in the 1960•s 
Although westernization of clothing styles has already occurred to a 
large extent, some continuation of this trend probably -vnll continue. 
Additional westernization of clothing style, although relatively moderate 
in relation to the past, will probably cause some increase in V>rool 
consumption. 
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Consumption of Hool i n 1970 in Japan mi ght therefore, be about 
3.0 to 3.5 pounds per capita, de pending on the size of synthetic fiber 
consumption, compared ,,Jith about 2 • .5 pounds per person in 1960. Total 
consumption of wool in Japan in 1970 would on this basis be 327 to 382 
million pounds. Consumption in 1960 -vras 231 million pounds. 

United States consumption of uool per capita in 1970 may 1'1Tell 
be about 3o4 pounds, compared 1rith approximately 3 pounds in 1960. 
Aggregate wool consumption in the United States in 1970 probably will 
be about 731 million pounds. 

Rising synthetic fiber consmnption in the United States will 
presumably hold the rate of increase in wool consumption to a moderate pace. 
Ho"t·Tever1 synthetic fiber consumption developed somewhat earlier in the 
United States than in the rest of t he -vrorldo The rate of growth in 
synthetic fiber consumption in the 1960 t s is expected to be smaller 
in t he United States than in the 1950tso In addition, chemical treatment 
-vrhich give 't·rool permanent creasing, vJash and Hear qualities, permanent 
moth-proofing, and resistance to shrinkage are noH being used conunercially. 

The slo1:rer rate of increase in synthetic fiber consumption, the use 
of chemical treatments to improve the quality of wool products, and a 
moderate incr8ase in GNP may -vrell bring about a slo'Ttr grmvth in wool 
consu.rnption per capita in the United States as contrasted -vJith a 
declinins tendency during the 1950's. 

The three main vJOo·l consuFLing areas of the ii'ree Horld (Hestern 
Europe, the United States , ru1d Japan) may t hus consume 2,351 to 2,511 
million pounds of Hool i n 1970, compared lvith 1,936 million pounds in 
1960. These projections involve i ncl"eases of 21 to 30% or 2 to 2.6% a 
year. On t he basis of a similar rate of i.ncrease, consumption in the 
rest of the Free l.Jorld would rise to about 651 to 695 million pounds of 
i·rool by ·1970. Consumption of wool i n the Free 1rJorld as a whole trJoul.d 
thus tota:l 3,002 to 3,206 milli:Jn pounds in 1970, compared with 2,472 
million pounds in 1960. 

Even though the rate of grovrbh in -,;.rool consumption per capita in 
the Co:rrk-rnunist Bloc ma.y be somewhat s·lot,rer than the 4..8 per cent of the 
renent past, production of wool may not increase as rapidly as consumption. 
It appears likely that uool i mports from the Free ~Jorld t-Ti11 increase and 
may exceed 200 million pounds (clean basis) annually by l970. 

Total demand for wool from the Free Horld (consumption plus exports 
to the Cormnunist countries) trJould be approximately 3,200 to 3,400 mil1ion 
pounds, about 23 to 31% above der~d in 1960. 

lrJool Production 

I would now like to take a quick look at prospective supplies or 
production of wool. 1-Jorld production of -vmol has been increasing steadily 
since the end of HC>rld War II. P..cocluction in 1961 of 5. 7 billion pounds 
{greasy basis) Has the 1argest production since the end of 1~orld lrJar II 
and was 49% larger than average annual production fro111 ·1934 to 1938. 
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From 1948 to 1961 -vrool production i n the v-rorld increased at an annual 
rate of about 3.3% a year. 

Production of wool in the Free \:Jorld increased by 36% or 1.2 
bi.llion pounds from 1948 to 1961. (See figure 3). Seven countries 
produce about 80% of the Free 1r..Yorld t s 1vool output. These seven 
countries are Australia, New Zealand, Republic of South Africa, the 
United Kingdom, the United States, Argentina and Uruguay. Of these 
countries, increases in wool production were most rapid in Australia 
and Neu Zealand, about 4.0% a year in each country and shovmd no 
significant trend in Argentina and Uruguay. Production in the United 
States increased at a rate of about 1.1 per cent a year. 

The gro1vth in shee~ numbers in the seven Jnajor wool producing 
countries of the Free Horld falls into two distinct groups. Sheep 
numbers in Australia, New Zealand, and the United Kingdom have been 
increasing at an annual rate of better than J~% since the end of irforld 
viar II. Sheep numbers in the other four major producing conntries have 
shmvn erratic movements, but there were no persistent trends toward 
larger sheep population. 

Among the seven major producing countries of the Free Horld, New 
Zealand has consistently shovm t he highest production per head of sheep, 
followed by Australia, the United States, and the Republic of South 
Africa. The United Kingdom has the lm;est production per head of sheep 
of aqy of the seven major producing countries. 

The fastest rate of increase has occurred in the Republic of South 
Africa "tvith an average yearly increase of about 2.8%. In 1948, the output 
per head in the Republic of South Africa was smaller than in Argentina 
and the United States. Because of the rapid rate of increase, output per 
head in 1959 in South Africa was about the same as in Argentina and the 
United States. 

The rates of increase in Australia and EeH Zealand have been sinall. 
The sloH rate of increase is, hO't,rever, associated with a high starting 
level. In 1948 the output per head of sheep in Ne1..r Zealand was above the 
1960 rate for any other count~ and Australia's 1948 'level was above the 
1960 level of any country other t han Neu Zealand and the United States. 

Data on production by count~ within the Co1mnunist Bloc are not 
available before 1953, but most of the enlargement of output since 1953 
occurred in the U.s.s.R. The U.s.s.R.'s output increased by about 253 
million pounds or 50% from 1953 to 1961. China's output was up about 
52 million pounds or 42% over the srune period. There may be some over­
estimation of production, particularly for China and Eastern Europe. 
The increase in production in the Soviet Bloc was caused principally by 
larger sheep numbers. (See figure h). Nevertheless, there were signi­
ficru1t increases in the output of wool per sheep. 

Much of the increase in Free World wool production was caused by 
higher efficiency in sheep raising. The higher efficiency has resulted 
in more sheep per acre of pasture land and, in some of the lower yielding 
countries such as South Africa, more wool per head of sheep. Further 
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improvements in the efficiency of producing wool proba01y -vdll be 
developed in the .future. L-r:1proved efficiency in woo'l production has 
largely offset the rise in the prices paid by sheep farmers in Australia 
and l'Jeu Zealand. Despite the steady rise in the prices paid by farmers, 
sheep farming has continued to be the most profitable farming enterprise 
in the sheep ranching areas of these t1-ro countries. 

It appears likely that the trends in wool production in the Free 
1·Jorld v-rhich have prevailed since 1948 v-Jill continue into the foreseeable 
future. 'I'hus, wool production in the Free World should be capable of 
expansion in line with demand. 

Prices 

Projections made earlier in this talk indicate the demand of and 
supply for, vJool in the Free lrJorld are expected to increase at about 
the same rates. Furthermore, the clean equivalent of wool production 
in 1961 -vras about the same as VJool demand. Therefore, the projected 
increases 1-rould tend to keep the supply of, and the denand for, wool about 
in balance. At the higher deinand level, dm~and for uool might tend to 
gro-vr slightly faster than supply, but errors in the data are such that 
the effect of the more rapid grmvth in vrool demand on prices is doubtful. 
The same errors in data also uould r11ake any price depressing influence of 
the lower growth rate for de1~and doubtful. 

On the other hand, prices for synthetic fibers during the 1960's 
are expected to decline moderately uit.h the assumed sharp rise in 
synthetic fiber co~sumption (3 to 4 times that of 1960 by 1970}. A 
sharper decline in synthetic fiber prices 1.vould probably take place if 
competition ~Jithin the synthetic fiber industry were more intensive and 
the p0ssibility of controlling or "adrninisteringtt prices 1-.rere correspondingly 
less. The ItiOderate price decline expected for SJ.-nthetic fibers may 1.,rell 
cause 't,rool prices to decline some-vrhat. If "tvoo1 prices fail to respond to 
change in the prices of synthetics, the market for wool may be smaller 
than I have indicated. 

At 1961 price levels, a price for 64•s/70's at London in 1970 of 
about ~:>1.05 per pound or (:;1.30 at Boston is indicated. This -vrould be 
roughly 9% belm.r ti1e average prices· in 1961. Thus, a decline in price 
of close to 1% a year might be ex.pected. Prices for lower quality 1-Jools 
may decline in about the san1e pro port ions. 
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GJ 
Australian Wool Bureau 
Wool House 
578 Bourke Street 

· Melbourne, Vic., Australia 

United Farmers' and Woolgrowers' 
Association of New South Wales 

10 Castlereagh Street 
Sydney, Australia 

I 
~ The Land Newspaper 
~ 57-59 Regent St. 

Sydney, N.S .. \A.T ., Australia 

(Can't find United Farmer) 

Uruguay 

f . 1953; promotes use 
Australia & overseas 

~~CH\\J~S 
f. 1962 as result of merger of Fa~~~ 
Settlers ' Assn. of N.S.W. with ~~eat and 
Woolgrowers ' Assn.; 340 rural brs .; 17,000 
mems.; direct representation on mktg. bds., 

commodity committees, education councils, etc. 
pubs. The Land (weekly), United Farmer (fortnight 
ly); has own radio programme weekly. 

1911. Thurs. 9d. Sub. L.5s per ann. 

(no~hing apparently on wool) 

Boletin Informative del Ministerio de Hacienda 
Montevideo 
Uruguay 

(Monthly; commerce & statistics) 



Meat and Wool 
Box 6309, Te Aro P.o. 
Wellington, New Zealand 

Wool Record and Textile World. 
Thomas Skinner and Co., Ltd. 
91 Kirkgate 
Bradford 1, England 

Trade Pres 

@ World Woo'l. Digest _ 
Dorland H~ 
18 Regent St. 
London S.W.l, Englapd 

T 
Ltd. 

The journal of the N.Z.pastoral and stud 
stock industries. 1921. m. 20s. illus. 
(Stock and stock-breeding) 

(c__,.4_) 

1909. w. 85s. charts. mkt. pat. stat. index. 

(Wool textile ·and felt industries). 1927. m.4os. 
charts. illus. mkt. stat. 

(International wool secretariat, London; Wool 
bureau inc., New York) 1950. fortn. Price not 
given. charts. mkt. stat. 

(1875. m. 30s. bibl. cha ts. illus. fukt. pa~. 
Indexed: Chemo Abstr. Eng. nd.) 

m. 3s. pe o. bk. rev. illus. 
· ex. Indexed: Chem. Astr. 

(Annual. 
rn..kt. stat. 
Eng.Ind.) 

~-~~~~~~~~~~-~~~=~=-~------------
Die Wolboer 
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Frank Lowenstein, Bangalere, India, April 25, 1963 
te International Cotton Advisory Committee Eeetin« 

Statement by the Observer for 
The International Bank for 

Reconstruction and Development 

The International Bank for Reconstruction and Development 
(World Bank) has a deep interest in cotton because of its importance, 
in raw and manufactured form, to the economies of so many of our member 
countries. We follow developments in this commodity most carefully. 
We are grateful to the International Cotton Advisory Committee (ICAC) 
for its outstanding work in collecting, publishing, and analyzing in­
formation on cotton. 

At the time of the last plenary meeting, the World Bank was 
considering a request by ICAC for a study of the market for extra-long 
staple cotton in the world. Requests for such a study also were made by 
individual countries which are interested in such cotton. On October 18, 
1962 the President of the World Bank, Eugene R. Black~ wrote the Chairman 
of the Standing Committee of ICAC, John P. Duncan, agreeing to conduct 
the study. Immediately following this commitment, work on the Extra-Long 
Staple Cotton Study was started by the staff of the World Bank. 

The principal objective of this study is to estimate future demand 
for extra-long staple cotton. The period to be covered by the projection 
will go through 1970. The assumptions which form the foundation for pro­
jecting demand relate to prices for extra-long staple cottc n . .; prices for 
oth8~ .. cotton, consumption for synthetic fibers, the economi:.; vvell being 
of consuming countries, and general price levels in these countries. 
Before projecti0ns can be madP. certain measurements of various aspects 
of L~ar.1!:.nd are needed. The stucy, therefore, is designed to: 

1. Measure the effects of price variations for ELS on the 
consumption of ELS. 

2. Measure the effect of competition between ELS and other 
cotton on the consumption of ELS. 

3. Measure the effects of competition between ELS and 
synthetic fibers on the consumption of ELS. 

4. Measure the effect of general economic activity on the 
demand for ELS. 

5. Indicate future technological developments which may 
affect the demand for ELS. 

6. Indicate the effect of marketing practices on the demand 
for ELS. 

1. Appraise the effects of promotion programs on the consumption 
and prices of ELS and the effectiveness of such programs in 
strengthening demand for ELS. 
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The study is not designed to provide measures of forces which 
affect the production of extra-long staple cotton. However, information 
that is readily available on production costs and future production plans 
will be included. 

The preliminary phase of the study - planning - is about completed. 
The professional staff for the study includes two economists, a statis­
tician, and myself. A questionnaire to be used in the field surveys has 
been developed. Country assignments for the field surveys have been made 
and the analysis of published information has been planned. 

The actual work will consist of three phases: 

(1) Analysis· of published data and information. 

(2) A survey in the field concerning forces which affect 
consumption of extra-long staple cotton, including, 
product mix, prices, technical developments, competition 
with other fibers, marketing practices, and promotion. 

(3) Preparation and writing of a report. 

The first phase, the analysis of published information, has 
been started. Various statistical series have been compiled. Statistical 
methodology which may be useful has been studied and is being applied to 
the data. The results of these analyses will be included in the final 
rep~.)rt .• 

The second phase, the field survey, is now being conducted. The 
survey is being conducted in 12 countries, as follow: 

1. Belgium 7. Peru 
2. France 8. Spain 
3. 1rJest Germany 9. Sudan 
4. India 10. Switzerland 
5. Italy 11. United Arab Republic 
6. Japan 12. United Kingdom 

In addition, information already available on the United States will be 
incorporated into the report. (A similar survey was conducted in the 
United States in 1959.) 

We hope to complete the study and issue a report before the next 
plenary meeting of the International Cotton Advisory Committee. We hope 
that we can hold to this timing, but the analysis of large quantities of 
data and writing the report are no small jobe It is possible that the 
writing of the report will take longer than is now anticipated. Our 
primary consideration, as far as issuing the report is concerned, is to 
take the time needed to develop an objective and meaningful study. There­
fore, we must inform you that our schedule may be changed. At the same 
time we can report, that up to the present the study has moved according 
to the original schedule developed last fall. 



Statement by the Observer for the International Bank 
for Reconstruction and Development to the Twenty- third 

Plenary Meeting of the International Cotton Advisory 
Cormni ttee , Frankfurt Germany, June 1964. 

On October 18, 1962, the President of the World Bank wrote 

the Chairman of the Standing Committee of the International Cotton 

Advisory Committee agreeing to 11undertake the study of the market 

prospects for extra- long staple cotton . n That study has been completed 

and copies of it have been distributed to country representatives and 

observers to this meeting . The report is titled Extra-long Staple Cotton 

Demand and Price Prospects , and is Report No . EC-125 . 

The report is a staff study by the Economic Department of the 

World Bank. It is in no way an official document and should certainly 

not be regarded as reflecting views or policies of the Bank. However , 

we hope it will be of interest to those, who like yourselves , are 

concerned with the demand and price prospects for extra- long staple 

cotton . 

At the Bangalore meeting of I . C.A. C. , last year , I presented a 

short summary of the objectives of this study and a progress report . 

At that time I stated that a field survey was in progress in twelve 

countries . In that survey, 1-1e interviewed more than 400 officers and 

officials of various governments , intergovernmental and trade organizations , 

and private firms . All of these people gave generous~ of their time 

and the completion of the study would not have been possible without 

their cooperation. Our wholehearted appreciation and thanks are extended 

to the ntunerous organizations and individuals involved in the survey. 
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Work on the study was performed over a period of 19 months. 

We started working on this report in October 1962. The field survey 

was carried on in the spring and summer of 196 3, and the report was 

printed in April 1964. 

The World Bank has a stock of the report and copies, strangely 

enough free ones, can be obtained by writing our Paris!/ or Washingto~/ 
office. 

In the front part of the report you will find an eleven page 

summary, which I think requires no explanation. However, I would like 

to highlight certain conclusions of the report. 

Before talking about the conclusions we should emphasize that any 

projections of demand and prices are based on economic models. These 

models are in turn based on measurement of important economic relation-

ships of the past. These relationships are then applied to assumed 

values for important economic variables in the future - in our case 

1970. Even though every effort was made to use values for these 

variables for 1970 which are reasonable, some actual values will 

undoubtedly differ from those assumed for the models. The analyses 

and the projections do,however, indicate the important relationships 

which should be watched closely in the future. The assumptions we used 

for projection purposes are listed in paragraphs 42 and .51 of the Summary 

of the report on ELS. 

1/ International Bank for Reconstruction and Development 
- 4 Avenue d 1 I~na 

Paris 16e, France. 

2/ International Bank for Reconstruction and Development 
- 1818 H. Street, N. W. 

Washington 2.5, D. c., U. S. A. 
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Based on the analyses and models explained in the report, prices 

for ELS by 1970 probably will decline substantially. Under assumptions 

of exports to the Eastern Countries of about l,Soo,ooo bales, and 

production in the world of approximately 3,000,000 bales,1/ prices for 

Karnak cotton at Liverpool would drop about 22 percent from the level 

of 1962-63. Such a drop in price probably would be necessary to maintain 

consumption in the Western Countries of about 1-1/2 million bales. Such 

a model is based upon analysis which assumes little benefit from promotion 

programs in stimulating ELS consumption and sharply increasing competition 

from synthetic fibers in the future . 

The projected price decline of around 22 percent for ELS from 

1962 to 1970 compares with an assumed production increase of around 

17 percent . Thus the larger production assumed for 1970 would appear 

to mean less cash income for cotton producers than the smaller production 

of 1962. However , the projections of both prices and production are 

subject to many qualifications . Production could be somewhat more or 

less than that projected because of alterations in production plans , 

development and planting of different varieties, more rapid or less 

rapid use of improved cultural practices, etc. The price projections 

could be some'What higher or lower than those described above . Regardless 

of Whether income from ELS production is somewhat lower, somewhat 

higher, or about the same in 1970 as in 1962, the r .eturns per pound 

of ELS or per harvested acre are expected to decline sharply. In 

view of this analysis, producing countries may wish to reconsider their 

plans for future production of ELS . Such reconsideration would require 

a careful study of prices for , and profits from, other crops in relation 

to prices for , and profits from ELS . 

11 Excluding production in the Eastern Countries. 
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Under an assumption of exports of about l,ooo,ooo bales of 

EIS to Eastern Countries, the quantity of EIS available to 'Ttl estern 

Countries would be about 2,000,000 bales - an increase of roughly 

60% over the quantity consumed in 1962-63. Such a large increase 

probably would not be used by mills in Western Countries unless 

prices for ELS dropped very sharply. The use of such a large 

volume of EIS would require its consumption in products for which 

medium staple lengths of American-type cotton could be used . Such 

competition would mean even lower prices for ELS than mentioned above . 

Under the pressure of a very sharp increase in ELS supplies to Western 

Countries, such as is being discussed here, the Whole schedule of 

premiums for cotton above Middling l-inch in quality might narro't-t 

both for American-type cotton and for ELS . 

In conclusion, I call your attention to four important aspects 

of the future market for EIS . In t he f irst place, fu.t ure prices for 

ELS in relation to prices for American- type cotton will probably 

decline from present levels . Secondly, the level of exports of ELS 

to the Eastern Countries is quite important in the determination of 

prices for ELS in Western Countries . Thirdly, future production of 

EI.S and future exports of EIS to Eastern Countries probably will have 

important effects on the price differentials for various qualities of 

upland or American- type cotton as well as for various qualities of 

ELS . Lastly, the nature of the market for ELS is shifting from one 

of specialized uses and semi-monopoly for such uses to one of more 

intense conpetition with synthetic fibers and with other cotton. 
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