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Mill margins, or the difference between domestic prices of unfinished cotton 
textiles and of raw cottoh, have advanced to record levels since the beginning of the 
current season, despite the marked advance in cotton prices. During the period of 
Price controls, mill margins were stabilized around the 20-cent level. With the 
easing of pric~ controls, mill margins advanced gradually. During the past three 
months, a sharp rise occurred, due in part to the removal of price controls on textiles 
and in part to- the sharp drop in cotton prices in mid-October. Current margins, if 
maintained, should stimulate capacity mill operations, although exceptionally favorable 
margins have been offset in part by higher wage rates and other costs. 
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SUMMARY 

Record mill margins-- the difference between raw cotton prices and the price 
of unfinished cloth--currently provide a marked incentive for manufacturers to con
tinue mill operations at near capacity. Mill margins averaged 51.60 cents per 
pound in January or 62 percent of total cloth prices compared with 25.93 cents in 
August or 43 percent of total cloth prices. The January rate is 2~- times the 1945-
46 se~son average, and 4 times the 1935-09 average. Current margins are exception
ally favor~ble to mills even thouch ~~ge rates and other costs have incre~sed during 
the past year or more. Textile producers doubtless are aware of the possibility of 
~dverse effects on sales resulting from consumer resistance to high cloth prices 
v\h ich permit such wide mill mar gins. 

Domestic r.1ills in Jonuary used an average of 42.,090 bales of cotton per work
ing day, about 11 percent more than the December rate and the highest rate for the 
same period since 19".::2. If mill use durin;::: the remaining six months continues at
the avera~e rate for the first half, total consunption for the year will e~ual 10.3 
million bales. Consumption could decline as much c.s 8 percent in the last half and 
total 10 million bales for the year, 3/4 million nore than in 1945-46. If exports 
total 3 million bales and imports 200 1 00Q, carry-over next August 1 will be about 3 
million b~les, less ~1an half the carry-over last August 1, and the smallest since 
1929. 

Cotton prices at the 10 markets in mid-Febru::try had regained the 3-cent loss 
of mid-January and vrere approximately the same as in the first few tradinr, days of 
1947. Recent price advnnces have been greatest for the lo·w Grades with discounts 
narrowing considerably since October. Niajor factors bolstering prices are: the 
greatly reduced supplies of free cotton, and the apparent e;eneral belief amon~; the 
trade that the effective demand will continue strong through the remainder of 1947. 

l!:xports during the first 5 mont.hs of 1946-47 totaled L6 million bales,, half a 
million up from last season. About 35 percent of -chis total were exports to Ger
many and Japan from CCC stocks. Shipments under these arrangements vtere about 3/4 
filled by the end of January. The trade exported about a million ba] es through 
December and by the end of January had registered .for export this year an additional 
1.2 million bales.- Leading countries in eYpo:rt registration~: throue;h January are: 
the United Kbgdorn, 476,000 bales; Italy, 041,000 bales; China, 361,000 b11.les; 
Canad~, 270,000 bales; and France, 257,000 bales. 

The United States and Brazil are the only countries that have si[';nificant 
supplies of medium staple cotton avrlilablc for ·che export trade. The spread be'"' 
tween the prices in eich no.tion has narro·Fed about 25 percent since the first 2~ 
months of this season. The recent reduction of onr export subsidy to 2 cents por 
pound and a greater rise-in prices in thic; country in the past month has made 
Brazilian cotton about 3~ cents per pound less at ~Jort~ 

Because of increased consumption of Et;yptian and Peruvian cotton in the United 
States and the filling of this year's ir.port quota, the cotton trade is asking that 
quotas for the year ending September 19, 1947 be revised upvrard. The Tariff Com
mission held a public hearing on this reqnest February 18, and the decision 1J'rill be 
announced l~ter. 
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Rayon production may increase about 25 percent over 1946 by the end of 1948 
if the new plants now being bllilt and these already in operation are run at Llll 
c2,paci:~y, ·e.ccord1ng to the Textile Eqonomi.c Bureau IncorporatE;d. Production at 
capacity wouln oqunl 1,120 million pounds annually or the eguivalent of 2.6 
ndllion bales of cotton compared wlth about-891 m:Ul-lon pounds or 2.1 m1llion 
bales for 1946. 

Fertilizer tag sales in eleven of the Southern states be~wcen last July 1, 
:,nd January 31, 19!+7 totaled 3. 7 millton tons, 27 percent e;reater than for the 
soJno period. a yeor ago. This indicates that a larger mnount of fertilizer pro
barl,y will be used on the 1947 cotton crop than in 1946. 

In December the BrH-i_sh Government anrounced a program, designed to 
::nod.erni.ze the ~ngli.sh textile i.ndustry with the hope of eventually regaining its 
fonn;:-,r place .in t.he textile export market. The Government ugrees to rei:c.burse 
mill operators GO the extent of 25 percent of ~he cost 2.nd to prc1ride funds at 
low ~nterest rate for the r'3rnainder of the cos\; of modernizing their plants pro
vi.d.ed certu.in requirements are carried out. Textiles are to contribute substan
tially to the export. trade r,.rhich it -:.s hoped :r.J.cy oe ex:panded 75 percent E:oove t)"..e. 
'[lrm·:ar level. In j:he long run this development m,qy increasE: B:::-i t1sh impor;~s 01"' 
cot~on from tho United. States and other countries. 

Mill Margjns at I,ecord Level-
Consumption Coe1tinu.e~ Righ 

T9B DOMESTIC SITUATION 

The present pr·i ce raTio of :raw cotton to unfinished cloth lS the moet 
favorable. on record. Mi.ll m:.rg~.ns averaged 51.60 cents per pound for January, 
almos c double the.· ilugust margin of 25.93 cents. Thia m2.rgin is almost 2-l/2 
times the average; for -:;he 194:'-46 season, and 1.,. times the 1935-39 average. 

Mill margins· in. absolute quanti ties vary as a rule in direct reb.tion 
1fi ,h the general pr2 ce level and a!'e, therefore, expected to be hie..h under the 
presf·n"L sitvution. Hm-rever, with an :.ncre8.sins price level, mill margins usue.Jly 
increase ut a lesseJ., r:-.te than do cot ~on prices so thEd. they equal :t small7r per
cem.F.tije of the total when both cloth e.nd cotton priccs are ~igh. For example, 
d.uring the 21 seasona ( 1'125-45) for vrhich mill 1r..argins have been compu-c.cd .::o<.. -ton 
pricbs have averaged 15 cents or hi~~er for 12 seasons and mill margins for such 
years averaged 47 percent of totaJ cloth prices 1.::tnd exceeded 50 percent for only 
3 of tiwoe years. During the ') years when cotton prices aver8ged. under 15 cents, 
mill margins averaged 55 percont of total clo-ch pr lees and fe-ll under 50 percent 
for only one season. At pr<:sent, ~his p:.tttern j_s not being follm-rcd. Despite 
the present h:lgh lovel of cloth and cotton prices compared id th t!1e 194::> 13eason 
cr earlier. m:i.ll w.argins in J·:nU&~.TY were equ&l to 63 percent of total cloth prices 
~his comp,.res with 4 3 percent for August and the 1935-39 aversge of 5h percent. 
lhe rapid edvance s:ince August has resulted from the dovmw'lrd adJustment in 
co!~t.on -pric0s in October and increaoes in cloth prices ::J.bove former ceilings. 
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Although currec:1t .margins are unusually widt5, wage rates and other costs 
have advanced considerably compared with a year or more ago. It is not lmown 
to what extent the influence of the increases in mill 1aargins c· profits have 
been offset by changes in these costs, but present mHl margins should sti.mulate 
continued mill use at the current high rate. Recognition might also be given 
to the fact that spot cloth pr::i.ces have benn exceptJonally erratic since the 
removal of price controls. 

Domestic mills consumed 947,036 bales during January. This is the highest 
total consumption for that month since 191.f2 and higher than any other month in the 
current season. Consumption ;;vas 77J.~,177 bales in December and 811,218 bales in Ja 
uary a yoar ago. The daily ra to of mill consumption per working day averaged 42,o 
bales for January compared with 36, 866 bales for December and the season average 
prior to January of 39,783·balos. Consillnption through January of the current sea. 
son totaled 5; 203,863 bales compared with 4, 405,030 bales during the first 6 mont 

·or last season. This is the highE:st::first-half season consumption since 1942-43 
when tot2.l consUJ.'n})tion for· th€ year ran at· 11.1 million running bales. Should mil 
use aver:1go as high d.ur].ng the last half as for the first six months 10. 3 million 
bales woulc. be usucL chis year. Consumption could. decline as much as 8 percent in 
tho last haJ.f a:ri total 10 million bales for the season. Should consumption run a 
this lcvol, ascu.:,llng exports at 3 million-bales and imports of 200,000, the carry
over on Augltc;c 1, 1947 will be about 3 million bal_es. This compared with a carry
over of 7.:3 million bales last August land would bethe lowest since 1929. 

Prices of Mj_dd.ling 15/16" cotton at the 10 markets averaged slightly under 
33.5 cents per pound in mid--February, approximately the same as in early January, 
The mj_d-Janua17 loss of about 3 cents per pound was regained as a ·result of steady 
advances since January 20. Factors contributing to the _advance are tho declining 
supplies of cotton for spot trading and the apparent general belief in the trade 
that the effective demand during the remainder of 1947 will continue strong. Jan· 
uary sales in the 10 markets aven~ged 127,000 bales.per week, compared with 162,6~ 
bales in DGcomber, and a '\veE:kly average for January 1946 of 154,000 bales. 

Discou.n2cs on Low Grades Smaller 
... -*t.ti• . ..-... ·. 

Prices for low-quality ·cotton improvod signiftccmtly in relation to MiddliP 
15/16" staple during Decembf:>:r and January. As a result, the abnormally wide disco' 
nts of the past several months have been reduced to about tho same relatj.onship to 
the base prices as prevailed. during the war. Discounts for lower grades began wid 
erring· in the later part of 1945 along 1-ri th inc~easing cotton prices. 
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They becq.:rno unusually wide by the close of the 19)+5-·46 season and continued to 
jncr. ase. through Novem1>er wh0n tl-J.e discount, for 7/8--inch Strict Low Middl i.ng 
averaged 3~2 pointej for 7/8-inch Low Middling, 721 poin~s; and for 7/8-tnch 
Strict Good Ordino.ry, 1144 polnts. This compares with discounts of 302, 584 Dnd 
785 points a year earlier. The vTide discounts during the last few months of the 
19!1)-·~6 sea.son :md th0 early pare of the current season, ;,timulai;ed c;he us:o of 
low-grado cot ton in domestic mills and in export trade. Since Nov0mber, -'-ie 
discounts for 7 /8-inch Strict Low MiddUng na:ve declined rapidly. ':Lh0y ~:·roragod 
261 poi.nc;s for J<::muary and on February 15 were only 253 points. Th0 7Verae;e 
discount for 7/8-inch JLow Middling for those two periods 't-rere 568 points :-nd 
d12 points. Discounts for 7/8-inch Strict Good Ordinary for -che se.m0 periods 
a·ror~,gl-d S'7~' and 829 poi.nts. Expressed '3.S a psrcentagE: of the baso price:. 
djscounts nt present are slightly smaller than they averaged during the three 
8r-s.oons lG42-44. The r-ecent ad,justment in prices for lovr-grh.d6 coL ton may be 
e-;;-rihuted mainly to the increasing scarcity of these gr::.des. In adiltion, the 
propnr·-~_on of Li1e low0r grr:.des in the 1946 crop was less -cho.n usual. '!.'radE: 
sourc~~G :_nd:Lcate Tha L such cotton j s becoming increasingly scarce an<i th[ .. t before 
the 1)47 crop l'ecomes av'•.ilable mills wUl -probably have t0 shift more spindles 
to vl:o lH":Lt.er grndes und medium 3ttrple cot.ton. 

tures Market:s Discount Deltvorjes 
Aft,or 19'+7 nar·vest Bc;gins_ 

In t,he futures marke·ts, dlscoum ::J for contrac ::;s for dvl:i.very after har
ting of c;he 191+7 crop begins have become exce:gtionally wide. In Jnnuary, 

the aver~<ge pr~_ce of Oc':.ober futures in :hs Nevr York market. w?s 26.66 compared 
th spot prices for 1:.he mon•h <.;.veraging 31.88 cents .Dt ~he 10 rcarke-vs, the 

ccst spread he·1.ween tho two prices since lQ24. Since 1)00 fu:tu::-cs for 
delivery hc.ve aver~·,ged lower than S'9ot prices at -:;hE:; 10 rr.arkets in Jenuary 

35 out of the 1~7 yen.rs. The differenc·3s however, have e:zceeded 2-112 cents 
in 1919 (7.8 cents below), ln 1920 (10.23 cents), in 1924 (5.56), and in 
(5.22 cents). I'he discount on ne1• crcp fc:.-c.1;res i.ndica".:;es ,<_,shortage of 
qte suppli.es jn rela~ion ~o dem.und. 

ts for Firs~ Five Mon~hs of 
-:-Cu_r_r_e-nt sea:son-Hi'gh'er than j_n 1945-46 

Export.s during the first flve mon':hs of the 1946-47 season to-tr.:led l. 6 
lli0n rl:mning bales compared with 1, l m~_llion bales expcrted. during +.he scme 
iod last sc:ason, according to reports o:t' the Bureau of the Census. The increase 
~c. inly due to ~he fact that shipments +o Germany Fnd Japan under Gm-ern:nent 
rae c e.rrangemonts bolstered ('Xports during the first half of th -:.s year. 

L year, shi 'Q!nen~_.s to J3pan did not stnrt unt j_l April and the first s!J.i pm.ents 
G: rmany were mo.de in July. Shipments to these countries equaled alm.os:t 
-perc-;n~.., (Germany, 117. 4C'7 J'l:pan 421.4 39 bales) of the exports during 
f ~1·ot five months of this season. Other -countries to w:,_-;. ch shipments were 



.JJ\NUARY -FEBRUARY 19~-7 - 8 -

larger this year include Italy with 228,:-212 bales com-pared with 106,301 bales for 
the like period last year, other European countries with 319,181 bales compared 
i·ri th 206,314 bales, and China with 68,849 bales comparbd w 1 th only 28,371 bales 
last year. Shipments of American cotton to a number of the major importing 
countries 1-rere reduced significantly during the first part of lC/46. Only 113,979 
b.c,_les were shipped to France during the first 5 months of this year com-pared vrith 
391+.609 bales for the same period last year. Shipments to tha United Kingdom 
totaled 116 j863 bales compared with 146,419 bales last year, <::md for Canada only 
126,757 bc.Lles com'9ared with 166,505 bales. Reduced shipments of U. S. cotton to 
France ?~nd the United Kingdorh :are mainly due to the large supply of cot ton on hcmd 
in each country at the beginning of the sea,.son. Also, the higher prices for U. S. 
co':. ~.on durtng the first 2-1/2 months of the current season mtcy have shifted · 
interest to some of the other exp6rting countries, 

RPgistered sales through February B and scheduled for shipment this season 
under the CottonS les for Export Progrem.totaled 2.2 million bales, Sljghtly 
more than half of these registrations have been made since August 1, 1946. The 
remainder m·e sales that were regis:t:.ered :prior 1.6 Iu:cusf 1. In addition to. the 
commerciel shipments under the Cot+:.on sales for Export Program, approxinJDtel,y 
90C ,000 tales will be shipped to various countries during 1;)46--47 by the Commodity 
Credit Corporation. About 57 percent of these shipments had been m::cde by December 
31 an_d another 18% by Januory 31. 

Registrations for shipment between Augu_st 1, 1946 and July 1, 19h7 under 
the Co-i:.ton Sales for Export Program by countries to which shipments u.re ·~o be 
made are as follows: United Kingdom 476,000 bales, Italy 31+1.000, ChinEl 361,000 
Canada 270,000, }<"ranee 257,000, BelgiunlJD3,000, Czechoslovakie 86,000, 8"'itzer
land 87,000, Rollco.nd 74,000, and other countries 138,000 b::cles. 

Con~U!!!:l?tt.?n ~nd Exports of 12.. S. cotton Up_ 
from Last Year; End-January Stocks lowest' 
Ins8V81'-teen Years 

Consu.mv: on f:;.nd exportn of all cot+;'on :i_f' the Unl ted Eitat.es during the fj rst 
half of the current season (excluding exports in January )1-ren;- (. IJ million 1ml:'!3, 1.3 
r'l-Lllion bales higher than the 5 .) million bales used ':·.nd exported durj:ng l:he 
sa.me period last year. Domestic mj_lls consumed 5. 2 million bales through Janur_,_ry 
31 and ccbout 1.6 million bales were exported through Decemoer 31. Exports for 
Jacmo.ry e.re not included 5.n the above figures. 

On the basis of the above f:igures and not accounting for imports in January. 
str;cks of cotton in this countr'y on January 31 were about ).1 million bales 
corri~Jarr::d wish about 14.4 million be,les a year ago. . {.:.:tocks on hc.nd. January 31 as 
computed above were at the. lowest level on that date., in seventeen years, Of the 
stockc on hand at the end of J£cmuary 2,259,000 be_les were in mill 1-rarehouses n.nd 
5 235,000 1lales were in publj_c storage and jn compresses. 

Inrpo:cts of Long Staple Increase-
:fEghcr Ouoi:D.S Considered 

Lomestic use of long staple foreign cotton has increased rapidly during 
-, hF,; -paS G fe\v monthS and the import quota for thiS yen_r haS O.o()n filled_, (:uotetS 

·nov :n effect permit annuel i::nports of 45J656,l20 pounds or 95,516 bales (500 
pounda gross woighi~) of cotton having staple length of' 1-1/8" to 1-11/16". The 
quote:_ year began September 20 and by Novemb6r 28 the full quota for this year 
Lad lJr::Eon filled. For -:~he five months, August through December, :~mport::: from 
Elt.:'rr>t and Peru. the chief sources of foreign-grown long staple cot ton, totaled 
lll, r:, 33 "bales. 
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Consumption of foreign-grown long staple cotton has increased recently 
and mill use of American-Esyptian has been maj_ntained to the limits of available 
supplies. Since last August 1 mi.lls have W:)ed 67,500 ba·les compared with 48:000 
bales during the same period last year .. Consumption of these grmrths ranged 
from 57,000 to 100,000 bales during 1935-3q and increased to 161,000 bales in 

. 1942. During the followj.ng 3 years mill use declined and was only 107,000 bales 
in 1045. The average rate during the first half of this season is 15 percent 
below the 191+2 annu::tl rate, 

The supply of foreign-grown long staple cotton plus American-Egyptian 
cotton for 1946-1~7 based on j_mports through December 31 totals slightly over 
160,,000 bales. This is made up of 54,140 baies carry-over last August 1, imports 
of 111,533 bales from Egypt and Peru through December 31, and the 1946 domestic 
production of about 2400 of /\merican-Egyptian bal0s. 

Ovring to the filling of the imp!Jrt quota. the trade requested the Tariff 
Co~~ission· to hold a hearing to consider an increase in the quota for this season. 
Such hearing was held on February 18 and the trade contended tilat the supply of 
coLton stapling 1-1/8" and longer and havir).g the qualities desired by mi.lls is 
not a de qua te to meet requirements for such cotton. The recent increase in the 
use of Egyptian and Peruvian cotton is due largely to the favorable prices for 
such cotton compared with the domestic prices of American - Egyptian (SXP) and 
Upland long staple cotton and to the reduced supplies of .American-Egyptian cotton. 
Supplies of ft.rnerican-Egyptian cotton huve decreased ra:pidly since the 1-rar, as 
production dropped sha:r-ply. In 19!~6 onJ.y 2: 345 bales were ginned through January 
15 from the 2,800 acres harvested. This compares with production of over 75,000 
bales in 1942 and production d.uring 1935-39 ranging from 12,000 to 28,000 bales 
armually. Since the end of the vmr prj.ces of Upland cotton have advanced in ·rela
tion to prices of American-Egyptian cotton to the extent that produc"i:.ion of the 
pland types is definitely 'more profitable to f<:~rmcrs. American-Egyptian yields 
ess per acre than upland cotton grown in tha same P.reas and: i·s more expensive 

oO harvest. 

Attention should be directed to the adequate supply of Amer:LcD.n Upland 
otton with ~ staple of' 1-1/8" and ·longer. The August l carry-over of such cotton 
lus ginnings thro1.1gh December 12 totaled 795,000 bal~s c·ompared, with 771,000 
ales carry-over and, ginnings for the same period· last year. Disappearance of 
pland· cotton of 1-1/8" and longer to domestic mills and export trade last year 
a.s only 228,000 bales and 380,000 bales in 1944-45. The .Al.@.st' 1 carry-ovar plus 
inn]ngs through December 12 is equal to slightly more than 2-1/2 years require
'(nts based on the average rate of disappearance for "~he past tva se<;sons. 

ecent Announcements Relating to Cotton 

'I'he President officially procl::J.imed the end of hos tilit.ies in Horld Har 
for 12 o 'clpck noon December )1, 1946. This limited present. legislative commit

nts to support :the price of cotton at 92-1/2 percent of parity to the 1947 
d 1948 crop seasons. 

+ Early in January Secretary Anderson announced a final 19h7 goal for 
tvon of 23.1 million acres. This is slightly above the 23 million acres re
nrrnended to State Agricultural Councils last November. If yields average 263 
Unds per acre as estimated, the goal acreage would produce 12.6 million bales 
500 pounds gross. This would be substantially above the 8.5 million bales 

oduced in 1946 and approximately equal to the 1935-44 average production. 
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The Department of Agr:Lculture announced on February 13 that 11effective at 
6:00P.M. E.S.T. and until fm"ther not:ice, t.he ex"))ort differential applicable 
under the; terms and conditions of the cotton sales for export program, dated 
r"cpril 22, 1946, shall be t1m cents per pound of cotton, gross unpatched weight." 

The cotton ex-port subsidy formerly was 4 cents per pound and was first 
initiated under the Sur})lus Property Act and bec~,_me effective on November 15, 
1944. In the hee;inl'ing '~he cotton for export unc1.er this program came from 
C .C .C. st.::)cks, which could be nu:r·chased for export at lt- cents belo~or the domestic 
:price. Since. early :i_n 1946 wh~n C .C .C. stocks- became inadeq_uate to continue such 
progTG'll. the co:.~ton export subsidy program has been financed by funds av."lilable 
,_mcLer Section 32 of Public Lrtw · 320, 74th Congress. According to the /mnouncement 
4~hc demands on these funds for other crops as well as cotton make j_ t necessary 
t"h.s+~ the export subsidy rate be reduced. 

' Fertilizer Tag Sales Up i_n Cotton States 

Fertilizer tag sales in eleven Southern states betw-ecm July 1, l~i46 and 
January 31. 1947 totaled 3. 7 milli.on tons 27 percent more than the 2. ') million 
for the same period in 1945, E_:_ccording to -i~he Nationr".l Fertilizer Association. 

The use of' fertilizer in +,he Cotton Belt) as indicated b;;; te.g sales, has 
increased eo.ch year since 1938 with the exception of 1944. In 1946 tag sales 
1-rere about 75 percent above the 1935-39 average. The increese for the last h.:'clf 
of 1946 indicates thbt the total fertilizer use'd this year will be somewhat 
higher than the tota.l 1.1S8d last year. 

Ruyon Plant Canacity 'Lo Ex}).s.nd 
25 Percent By End of 194~ 

By the fom·th q_uarter of 1948 ( celendar yercJ.r) plant capacity of the 
American rc~yon industry js expected to expand approximately 25 percent ahove 
to+;al plu.nt capacity as of November 1946 according to a recent survey bytlie Tex-tile 
Economics Bure2.u, Inc. }:./ AccoTding to this survey thr:; industry 1 s pl:mt cap1:ocity 
will oe·sufficient to produce 1,120)000_,000 pounds annually hy th"" end of 1948 
compared with s,nnual capacity last November of 891,000,000 iJOunds. If plants 
should operc,te at ce.-paci ty, production I.J:Ould eq_ual c:bout 2 .6 r;tillion 1=·':les of 
spina1lle cotton fi-ber, 0.5 million bales more than the No',-ember 1946 capacity. 

1--fhether or not ·chis industry will operate c:.t capacity depends largely 
upon the availability of labor 'md rm-r materials. Shortages of caustic soda, 
coal ~:·,nd other materi::1ls and labor difficulties limited product5_on in 1946. 
Desp:L to these factors, 1946 production is estimated et 854 million pounds) the 
largest in history. Production for 1945 totaled 792,000,000 pounds. This 
c0mpares with an annual average of 312.000,000 pounds in 1935-39. 

!/ From January issue of the Rayon Organon, a publication of the Textj_le Economics 
Bureau_, Inc. 
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TEE FOREIGN SITUATION 

spread Be~ween Foreign and American 
-cotton Prices Generally Narro1~~er 

Than Early in Season 

Tli'e spread bet·ween the price of American and foreign cotton vm.s reduced 
during the last two months of 1946, mainly because of the dovmward adinstment 
of prices in the domestic markets. The price of Middlin.g 15/16-inch ~otton at 
New Orleans and of Sao Paulo Type 5 'Na~:> about 3-ft cents per pound closer together 
in January cmnparecl with the first 2~ months o.f the current season and was abou.t 
fue same as durin~ July of last year. Brazilian prices are for Sao Paulo, an 
interior markete Adjustin~ for transportation to port and for the export tax 
and other expenses, vih ich together amount to about 2. 65 cents per pound, and: for 
the export subsidy of 4 cents per pound on American cotton, the export prices of 
American and Brazilian cottons were about equal in January. Ho~.:ever, th'e February 
advari.ce in domestic prices together V'ith 'the reduction of the export subsidy to 
2 cents per pound. has made Brazil ian cotton a bout 37-~ cents per pound less at port. 

The spr':lad betvreen prices of 15/16-inch Middltne:; _in Torreon, 1.1exico, and. in 
New Orleans ;vas s!!k<i.ller by al,out 8 cents, in January, or 75 percent -loss than the 
average for Aup;ust. The ·::tdvance in do;_-,1estic prices during the-last three 1.:~eks 

as increased the spread to less than half of the difference last Au~ust. 
Cotton prices in I:e.:ico incre~,sed less rapidly ~-han doncstic prices durin~: the 
late surr.m.er and early fall, and never 'Fere much above 30 cents. Since early" 
November, however, Mexican prices h::tve declined' only about l:-l/2 cents· despite the 
unusual drop in domestic prices that occurred clurins late Octob~r and in HoveLl.ber. 

Cotton prices in India have increased sli[htly since hst October but, due 
to Government controls, the change for most types has been less than one cent 
er pound. Prices of Ecyptian cotton also have not changed much, al thou;;h the 
xtent of change o.s well as the· direction has· varied for different types. Prices 
or Karnak '(Good) have declined from slis}ltly under z,s cents early in November 
o about 34 _cents early in Feb1•uary, but most, other type_s have maint~ined their 
'ovember levels. Thus ,the change in spreads bet·ween the price of American 
otton and Egyptian and Indian cotton since the early part of the season 'has 
csulted mainly fron fluctuation in domestic prices. 

At present, the only coun.tries other tho.n the United States that have a 
izeable amount of stocks to enter export markets are Brazil 1 ~sypt and, to a 
es0er extent, ,India~ Because of domestic neeC.s, India restricted exports begin
in;; in l:ay 1946 for cotton having a staple length of ll/1611'" or lont;er ·which 
:J.st year made up only l~'.e percent of production. Exports, most of Yhich are of 
he shorter staples, toto.led 205,.000 bales throue;ll December ·of this year cor:1parod 
'ith 700,000 for the same period for 1939. Since the Egyptian cotton is long 
taple and does not enter into the sa:::J.c uses as do the medium staples, Brazil 
nd the United Sto.tes are at t"le present tine the pri.:1cipal competitors in SUJ?ply
ng; world markets· c-·i th the medium staples. Ar c;eHtina normally exports up-war9- of 
00;000 bales but, because of short crops durinG the past three seasons, sales 
or export have been prohibited since last July. In addition there are some 
· ir-ey or more mino.r cotton produc inr; countries 1·'!-1 icl1 in the :<c·gre c;a te 'nornally 
xport a sizeable volume of cotton. 
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British to Modernize Cotton 
Textile Industry 

- 12 -

-
The British Government's first proe;r3Jil to mo"cf8rnizc the cotton textile 

industry was announced early in December by Sir Stafford Cripps, President of 
the Eoard of Trade. The plan was developed larc;oly from findings and recom .. 
menda tions of the Board of Trade 1 s "'.'IOrkint;; party11 etfter an extondGd study of 
conditions in the industry. 

The Government proposes to rcim.burse eotton spinners under certain con
ditions to the extent of 25 percent of the cost of replacing obsolete spinning 
machinery ·with modern equipment. Tho plan is entirely optional to industry, 
and spinners will be allowed to work out modernization plans in their ovm way. 
An attempt, 'hovrever, vrill be made to encourage small units to consolidate into 
laq;er enterprisesll ·with a minimum of not less than half a million spindles 0 -

Orders for new'machinory must be placed within two years and installation com
_t)leted ·within the next 5 years. 

The Government's program aims to bring the industry to a level of effi
ciency at 'Arhich it can at;.ain compete succes_sfully in the vmrld 1 s textile export 
market. It considers it essential to the econol'lic welfare of tho· ·nation that 
postwar export tro.de be expanded to 75 percent above that of the late pre·war 
years, and the textile industry is expected to contribute substantially to ti1is 
improvement. Prior to ~'forld ':Var I, cotton textiles were, by a wide mar gi::J., the 
leading item in Bd.ts.in1 s flourish inc export trade. Since that tiNe exports have 
gradually declined. After tho outbreak of tho ':rar in 1939, nearly half tho mills 
were closed and ·workers were transferred to :r.1ore essential war activities. 

Although recovery of production s inco the war has not be€n very great, 
the easing of rcquiremcjnts of the armed force::; and continued strict rationing 
to civilian consume:i·s have made possible some revivo.l of textile exportso The 
inability or mill operators to recruit labor has prevented more rapid expansion 
in production and exports. Only 275,000 ·workers ,2..re employed in spinning, 
dou'bling, and weovinc of cotton t,;xtilcs compared with 370,000 in 193'7. This 
represents o. net go.in of only about 20,000 ·workers since January of 1946. The 
recruitment of prewar numbers is not considered possible, and the revival of the 
industry must depend upon a much lar t;cr output per person. This can be aocomplishe~ 
only by the installation of more automatic machi~ery and the improvement of plant 
organization. If this project is successful in the lont; run it may result in the 
imp~rtation of more cotton from the United States and other countries •. 

Mexico's 1946 Textile Output 
Equals 1945 Level; Income from 
~ales Up Sharply 

The volume of production of textiles in I~oxico ran at near capacity level 
during 1946 with the exception of s li@! t le.t-dovm during the last two months 
of the year. according to reports received by tho Office of Foreign Agricultural 
Relations. With approximately the sa..me output as in 1945 and with prices for 
the year averaginc some 30 percent above- the level at the beginning of 1946, 
the returns to textile mill operators were considerably larger during 1946 than 
in 1945. 
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Because of tho almost complete curb;_ilmcsnt of exports in some of the 
older text'"iie producinc· couri-l;r).os. during the v.te.r, Llexic'o was able to dG'volop 
8_ substantial export Jllc.rk;.e.t for· c.otton .toxtilo"B. -Returns f.r-om shipm-ent of-

·cotton cloth expanded from ·a fevf' hundro'd tho,_< sand. poso·s in 19'40 to close to 200 
million pesos, in ·l945.c . Cen'Cu:l:·J?-crttly/ cfomes.t-i0- dsmunrls· incroa:sed nnd. i::h"o in
dustry 1rifith its antiqua_te"d machinery add rqst.rfctivo' labor la\>rs vras unable to 
satisfy both markets. During: 1S4,6, although prod'Uc·tion cor1tinued at a hi['fl 
levelJ exports .. ;fc)l off decicedly.bec.r.w.:,S(;_of.the.re-cntry-of tbe-olr'l Gotton fabric 

producinr; rlat~ons intp tli,e export _fi~ld. B.y_Qci:;ober 19_46,. shipm<:;.l}ts _hai:i. declined 
nearly 70 percent from their January level •. Manufacturers were able_ to· shift 
n part of their [~Oods to other countries. lViiil opera tors in Mexico are' not opti
mistic about retaining a' part of the export market in the' futuro vhen the older 
textile producing countries regain their prewar production levels c 

·.The chief. problems·'fncing the industry inpthe futurc···are the modernization•· 
of existing· plant equip1hent and. the :modification of restrictive laws governing 
con-tracts with 1·-rorkcrs,' Modernization of textile mills depends on··the po~sibility 
of vbtaining nevi :mLtehinory from other countribs, mainly the United' Stah::s, and 
possibly fro-nHone or tvro' European tountrieso " 

Indian Mill -Consumption•·Reduced 
-·with .y·'earT 

Mill oper-ations in· India vrer0· radur::cci cone: i:dcrably durin_:: the-- current season 
-··vm..,~· od w·ith fl. year aco. In Dccc~:-thcr :nills ust.d or.ly 224,000 bales of·· 500 pounds 

s .weig]1·t ·(}f Indimi cotton compared ,,,5_th 215 3 000 in November and 304;ooo in·· 
r of bst yoc,r .• ·For the fir2t five i7to::cth3 of' the cvrront suason Irldian 

icbeut l,llO,OOO bo.les compared -;·;ith l,L'.c97,000·b3.l'3s for th-e same period 
year, 

A m':tjor .factor con.'trtbutinz to the declb.e in product1on 1'iB.s ·the increase in 
trikes of milJ:• workers· ar:td riore thsu:l the 1.1su·a1 Pmonnt o'f absence ·of \,o.rkcrs fron 
eir ·'jobs; O'f significance, too, is· the rcp'ortE:d tendency of mills: to: shift to 

in'cr ''spinning due to prioe ceilin'gs 'beinc more favorabic for this typo' oi;' pro-. 
'tion. Jl:lso mill opcr2tions contin:ue to be' interrupted' by broaY.:-dovms_ rasul ting 

~he heavy use of· i:nach .. inery during the wc,,r cvith the ]Tliriimum o5'. repair., 

from 1945 

r:ai~fall and y:eD.ther conditions gcn.E:n;lly fo.v~ragle for phn~in::-; in 
outhc'rn Br..az~l, tho 1946 .total Br.azilian cro.p is estima.ted at 1,8;';0,000 bales 

r,ed V':hth .1,425_.000 in 1945. ·Plantinc continued in southern Brazil throuj'l 
ber, o:lthouch most of the crop was plant;6d'in October. Seed distr-ibution 

reported some 13 percent larger than in l9L.h_5Q However~ the acreage ·is not 
ected to increaso to· th'is extent due to ho3.vicr sce.drng. 'per ac1•e. Estir:a ted 
uction ·rrom sout"lern Brazil, ·~'here pls.ntini'~ has jus-t: been completed, is now· 

ccast at l;L1 .. 0()_.00C balc'so In riorthcasterri Brazil harvesting is ab(n~t c;om
etod and tho cx:-op--:ts-·-estil'rrat-ed at -4;5D,OOO ·hales. 

Extimated exports· during 1946 calendar year tota-led 1 •. 7 million ba1c;s, a new 
or-d.·· This is 13 percent above. tho previous pe·ak reo.ched in 1939. 

LiBRAR·Y 
FE3 6 1951 

DEPT. OF 
AGRIC. ECON. 
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Table 1.- Cotton prices: Comparison hetwcen American and foreign growths fo:r 
_____ _____ specified dates; 1944 and 1946-47 

--- Typo 5-at ___ ·-:-- M. 15/~ ---Jariila" ~ 

1944 
xv:-1/ 
Nov.-15 
1946-47 

Aug .• 2· 
9 

16 
23 
30 

S opt. 6 
13 
20 
27 

Oct. 4 
ll 
18 
25 

Nov. l 
8 

15 
22 
29 

Dec. 6 
13 
20 
27 

Jan. 3 
10 
17 
24. 
31 

FC;b, 7 
14 
21 

:M. 15/lGtt ;· Sao Paulo ---=-~..1_orroog, Mex_!c~_: ___ a.:!?..._13om.b~ 
at Hew : Ant .• below : : Amt. below : :Amt. below 

');. 
~· 

! 

! 

Orleo.ns Actuo.l: M.l5/l6"at: Actual: 1{.15/l6 11at: Actual d·,1,15/l6 11 at 
: New Orleans : :New Orleans : :Now Orlean< --- --- -~- --- .. ~ 

Cents Cants Cents Cents Conts Cen~s 

21.30 14,69 G.61 18,22 ~.08 
Date on ,,,,hich Export Payment proc:ram became effective .• 

33.95 
36~05 
35-af~O 

35.90 
36 .• 30 

36.40 
36, GO 
37.10 
37.80 

38 0 55 
38.55 
33,30 
33.,10 

3<;;.05 
29 .. 80 
31.05 
30.35 
30.90 

30.90 
32.05 
32.85 
3~.05 

33.25 
32.15 
31.00 
30.70 
31~70 

32,75 
32,95 
33.55 

25.90 
27~51 

. 26,87 
2~1. 74 
25Q9l 

26,48 
26.23 
2GQ2~~ 

26.,56 

27.38 
27 .,87 
26~23 

26.72 

24~76 
23.29 
23~78 
24.ll 
24,44 

21.60 
2L1..:. 60 
25 0 25 
25.4.2 

25.48 
2b. 58 
24.43 
2S: .10 
24.10 

24..40 
25,42 
26.40 

8,05 
8,54 
8o93 

10.16 
10.39 

9.92 
10o37 
10,87 
11, 2/L 

·11.17 
10.68 

7.07 
6.38 

7.29 
6.51 
7.27 
6. 2·1 
6.46 

6.30 
7.45 
7.60 
7.63 

7.77 
6857 
6.57 
6.60 
7.60 

8.02 
7.53 
7.15 

24~62 
24~62 

25 0 64 
25:.-64: 
25.64 

?7.65 
27,65 
27.,64 
28.25 

28.25 
29.67 
29.67 
:so ,18 

30~ 18 
30,20 
29.0 68 
29.69 
29,68 

29.68 
29.68 
29.69 
29.69 

29,69 
29.68 
28 .s 2 
28.82 
28.81 

28.81 
28.,_81 
28 .. 81 

9.33 
ll.43 
10,16 
10.26 
10.66 

8. 7[) 
8.95 
9,46 
9.55 

10.30 
8.88 
3 ~ 6~~ 
2.92 

1.87 
.40 

1.37 
.66 

L22 

1 .. 22 
2. :s 7 
3.16 
3,36 

.3. 56 
2.47 
2.18 
L88 
2.89 

3.94 
4.14 
4..74 

15.73 

1'1 .. 79 
17.71 
16,94 
15.98 
15_. 75 

16Q 18 
16,32 
16.27 
16.16 

16.31 
16.23 
16.77 
16.77 

17.31 
17.31 
17.31 
17'. 38 
17.46 

17 Q 51-
l7o61 
17.38 
17.23 

17.31 
17.39 
17.08 . 
17.08 
16.84 

16.92 
16.75 
16.69 

5,57 

1q~l6 
16.~34 
18,86 
19.. 92 
20.55 

20.22 
20.28 
20~83 
21.64 

22.24 
22~32 

16~ 53 
16.33 

H"n 
12.49 
13.74 
12.97 
13,14 

13~36 
11~44 
15.47 
15,82 

15~ 94 
14.76 
l3t92 
u .• 62 
14,86 

l5q83 
16.20 
16,86 

~-------
1/ Averat;c of Octs- ?.'J 3-27 1 l'lov-:-3--;:tnd 10: 1944 --the 1 weeks preceding the announce· 
Y.icnt of the 4..00 cent_s export payr.1ent for AmoricC'.n cotton. 
2/ The April.l945J Doc. 1945,- January 1946 and ScptGmbor 1946 issuGs of The Cotton 
- ---Situs.tion g;ivo comparable duta prior to this date. -
Prices at New Orleans uro from reports of tho Cotton Bl'anch¥ Production and Market• 
inr; Administration. Foreir;n prices arc from Cables roceivE::d in Office of Foreign 
Agric,_;_l turo.l Rolo.tions and converted to cents per pound at current rates of oxche.ng• 
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blc 2.- Gotcon and Rayon: Production in World and United States; Exports, IirJ.
ports and Consumption in United States and comparisons, 1940 to 1946. 
~ -PRODUCT ION EXPORTS FR::;::o_~m~·.fr-

ar y':- WORLD FOREIGN COUNTRIES -UNITED STATES : UNITED STP_TES 
:Cotton : Rayon : Cotton Rayon : Cotton Rayon :Cotton :Rc:yon 2/ 

-;-Mil. 1bs.Mil. Tbs. Mil. lbs. Mil .. lbs.1Kil• lbs. Mil. 1bs_. Mil. lbs. Mil.lbs. 
40 13~841 • 2~'4'{5 ___ 7~816 2100« 6~025 471 - 1,925 4 
41 12,562 21835 7,406 2,262 5~156 573 602 7 
42 12,836 2~680 6,680 2~048 6~156 632 533 7 
43 lli915 2~573 6,427 1~910 51488 663 813 13 
44 llJ357 21082 5,484 1,358 5;873 724 498 20 
45 9,893. 1;530 5,566 738 4;,327 792 1,264 27 
~,356 1,800 6,286 946 4,070 854 1,871 19 

cmrsm.'lPTION CONSUNPTION OF ru_yon-
ear H:1POJ{TS INTO PER l, 000 BALES OF 
y UNITED STATES UNITED STATES COTTON CONSUiviED 

: :- ~'AL : PEP. CAPIT-=-A--:'""W"'""o_r.,..l'"'"d: Foreign : U::-n""':'i't_o,.d-
:Cotton : -1i.8.YQn....-:Cotton :-Rayon : Cotton : E_a_y_o_n_ 5/ :Countries: States 

"""7i\ITI.lbs.d:Iil.lbs. :Nil~lb~:Mil.lbs: Pounds :Pounds :Bales: Beles 6/:Balos 6/ 
40 79 -,s- 3, 959 48 2 29.8 3. 63 219 280 114 
41 157 12 5,191 592 38.7 4.41 266 383 121 
42 109 ~ 5~633 621 41~6 4.58 260 365 13( 
43 70 y 5,271 656 38~1 4.78 268 356 157 
lx4 56 3/ 4, 790 705 34~5 5.07 221 254 178 
45 : 122 "t 4,515 770 32~ 2 5.4.6 153 121 204 
/16 4/: 180 33 4p819 875 34.6 6.16 

Data for Rayon from Rayon Organon, 1ncludes filament and staple except exports 
ich include vm.ste. 

Estimates of cotton production (net) lbs. from Crop Eeporting Board; production 
foreign countries from reports of the New York Cotton Exchange Service. World 

oduction is summation of these data. Exports and Imports from Bureau of Foreign 
d Domestic Commerce and Consumption from reports of the Bureau of the Census. 
Calendar year for all rayon data; cotton -exports~ imports and consumption. Cot

n production fo~ yes..r beginning August. y Includes waste. y Less than half a 
llion pounds. jy' Preliminary. !:} It is assllincd tl:.at outside of the United States 
yon consumption is identical with production. ~ Eayon consumption reduced to 
les by dividing by 425. 
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