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PPESE?QCtS for cotton growers are
rl’;gegf;esst fin }i‘,everal decades.

3 of chronic overproduc-
on, they ended their 1970-71
.~450n with the smallest carryover
iy g’ear§. And an even smaller
1 971-7;{21‘ 1s expected from the

season ended August 1.
dmpyiﬁlantmg time this spring, the
Market Supply had boosted average
i t}})]rlces more than 40 percent
high an a year before-to the
est level since the Korean war.
ang";ol‘t?Sponse, growers made
. Increase production.
heing l]?Ven as more acreage was
Shortap anted, the rise in prices and
COttonge of supply were eroding
Creatin markets l}e?e: and abroad,
ecmireg the possibility that market
e ments might eventually be
e hen. If so, growers could
s ave to cope with the prob-
ing Owogfizsupgly and accompany-
them L ye;fs. 1at have plagued
€ outlook-and even the faint-
es?gpgsf&‘:lblljpy that its brightness
ade in time-is vastly im-

h___

portant in the Eleventh Federal
Reserve District, where cotton is
far and away the most important
crop. With cotton accounting for
nearly 40 percent of the gross farm
income from crops in the District
states (Arizona, Louisiana, New
Mexico, Oklahoma, and Texas),
prospects for cotton obviously
affect the economic outlook for the
whole region.

On the supply side, the future
depends to a great extent on
weather conditions and programs
affecting plantings. But the supply
of cotton is also sensitive to price
changes. As in the current situa-
tion, a sharp increase in prices one
year tends to increase production
the next.

On the demand side, the future
depends partly on such factors as
the continued growth of the total
fiber market, trends in fashions,
and possible effects of the research
and promotional efiorts recently
undertaken by the cotton industry.
But again, price is an important
factor.

c
Otton still in Southeast,

Production areas drift westward
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Substantial increases in cotton
prices tend not only to increase
production but also to reduce de-
mand-and on two fronts. One is by
encouraging further substitution
of synthetic fibers. The other is by
encouraging further increases in
foreign production, which has al-
ready been cutting into export
demand for cotton.

Thus, despite the favorable out-
look, growers are still left with the
delicate problem of striking a bal-
ance between supply and demand.
The task is still to produce a stable
supply of cotton at prices that
will provide an adequate return to
labor, capital, and management
without encouraging major shifts
to alternative sources of fiber.

Causes of the short supply

Three main factors were at work in
the reversal of the long-standing
overproduction situation.

e Changes in Government pro-
grams-Designed to make cotton
more competitive with other fibers
by putting a ceiling on support
prices, Government cotton pro-
grams of recent years have encour-
aged growers to cut production.
Where 14 million acres were plant-
ed in 1965, only 9.4 million were
planted two years later. And while
planted acreage later increased,
harvested acreage had still not
exceeded 12 million acres in 1971.

e Several disappointing crop
years-Lower yields combined with
reduced acreage to hold produc-
tion well below the levels origi-
nally intended. As a result, supplies
shrunk from a record carryover of
17 million bales in 1965 to an
estimated carryover of less than
3.5 million at the start of the
1972-73 season.



Nation’s end-of-season supplies
help shape world cotton carryover
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Rise in productivity sharply cuts
labor used to produce U.S. cotton

MANHOURS PER BALE

200

150—

100—

Y e S
'40 '45 '50 's5 '60 '65 '70
SOURCE: U.S. Department of Agriculture

e Stronger world demand for
cotton—Use of cotton has contin-
ued to increase overseas, providing
American growers with foreign
markets that absorbed an average
of more than 4 million bales a year
in the 1960’s. These exports ac-
counted for roughly a third of the
total disappearance of U.S. cotton
over the decade.

Given the enormous productive
capacity of U.S. growers, the surge
in cotton prices, and the fact that
each of these three factors is either
transitory or still untested because
of transitory influences, they still
leave the future of the cotton in-
dustry hard to foresee over the
next few years.

Government programs. . .

The productivity of American
farmers has generally outstripped
growth in demand for their crops.
And to escape the resulting squeeze
between rising production costs
and the slow advance in prices paid
for their products, farmers have
worked to increase their produc-
tivity still further.

This situation—characteristic of
most farmers—has been especially
the case for cotton growers, current
conditions notwithstanding. The
result has been basic changes in the
structure of the cotton industry-a
decline in the number of cotton
farms, a generally westward drift
in areas of production, and a con-
tinuation of improvements in pro-
duction techniques. And these
changes have cut not only the num-
ber of acres required for the pro-
duction of cotton but also the labor
required. Where 130 manhours
were needed to produce a bale of
cotton in 1950, 26 hours were
needed in 1970.

But even as the productivity of
growers has risen, development of
new fibers and changes in consumer
preferences have reduced the de-
mand for cotton. Particularly
significant has been the growing
domestic use of synthetic fibers,

which have invaded many tradi-
tionally cotton markets. Unlike the
cotton industry—its many produc-
ers selling through a series of mar-
ket channels-the synthetic fiber
industry has been able to gear it$
production to its market, becoming
a highly efficient competitor.

Although foreign use of cotton
has about tripled since World Wa
I1, domestic use has shown almost
no growth. In fact, with the strides
synthetic fibers have made over
the past quarter century, cotton
has held its own only because of
the tremendous growth of the fibe!
market overall.

To preserve farm income in &
rapidly changing market situatio’
the Government has tried for mor®
than 40 years to cope with the
problem of overcapacity. Until the
midsixties, Government program?
were aimed primarily at influencin®
the domestic supply of cotton,
either through loans that allow
farmers to hold their cotton off th
market during periods of seasonally
depressed prices or through contr®
of the acreage they plant to cot-
ton. Only in very recent years wer
programs broadened to give moré
attention to demand problems.

Cotton growers responded t0
these early price-support and
acreage-control programs by inte”
sifying production on the acreagé
planted. The result was large suP"
plies of cotton carried over from
one season to the next. The size of
these large stocks often forced ma*”
ket prices (here and abroad) belo¥
Government price-support levels;
creating a tendency for growers £
vary their production more in
response to support prices than
market prices.

Market prices often fell well
below the per-pound production
costs of most growers. In 1969, or
example, the nationwide cost 0
producing a pound of upland lin®
cotton averaged 32 cents, excludi’
management costs. But the averag
price received by farmers was



AVERAGE COSTS OF PRODUCING A BALE OF U.S. UPLAND COTTON
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—_— Item 1966 1969
Per bale (500 pounds gross weight)

e T e e s e S $25.78 $23.20
Power and equipment .................... 34.54 44.84
Materials . .............cooviiiiiiniinn. 25.59 29.38

S B8 O A s T T e e S e 3.30 4.44
A A e S e R L o T 11.74 il

e Tl C1Cl 0SS 3.45 4.81
Insecticides and fungicides .............. 5.95 717
Defollants i b ieion LRl peiianinen: .93 1.24
Otherichemicalsi s .23 .21
Ginning, bagging, and ties ... .............. 18.36 19.47
SO ] BV C B8 e e G 8.25 10.46
LAt O ARl e s Sl s 8.51 8.30
Interest on operating capital ............... 2.12 2.87
Total direct costs . ................... 123.17 138.52

A A e i S A e 22.65 24,40
General overhead ..............ccovuvviens 12.96 14.40
Total cost of lint and associated seed . . . 158.78 177.32

Less value of seed produced .......... —25.94 -17.08
Gostioflint s Sl e 132.84 160.24

Per pound of lint

T e e e P e A e .266 .320
D TE OBt i s s o e O S .206 .250
R T e e e .305 .360

1,
No'.lf'c"udes support payments in both 1966 and 1969 but excludes diversion payments in 1966
SOURbg_BISIts may not add to totals because of rounding.

: U.S. Department of Agriculture

Cents, Under such circumstances,
“tton farmers had to rely on
OVernment programs to stay in
USinesg,
In the midsixties, however, pro-
gl‘amg began reflecting a newfound
Mphasis on efforts to counter the
Seady erosion in demand for cot-
1 by improving its competitive
Position, While attention was still
&lven to the problems of overpro-
ICtion, new programs were de-
'8hed to allow the price of cotton
0 seek competitive levels at home
abroad,
p With the Cotton Research and
Yomotion Act of 1966, for exam-
the’ active efforts were initiated for
€ cotton industry to reach for ex-
tﬁnsmn_of its markets. And with
effe AEl_‘lcultural Act of 1970, new
" Orts in acreage controls placed
58 emphasis on rigid allotments.

8

**+8eek new directions

grew directions in Government pro-
lgaﬁms Were apparent as early as
thaé. The Agricultural Act passed

Year eliminated subsidies on

By
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foreign sales of cotton that had left
domestic mills paying 6 to 9 cents
a pound more for U.S. cotton than
their counterparts overseas. Until
then, programs concentrating on
overproduction had created a sit-
uation that allowed foreign mills
to ship their textiles into the
United States at a considerable
competitive advantage.

Although designed also to reduce
the carryover, which had reached
well over 14 million bales, the new
program nevertheless reduced
cotton acreage only slightly that
year and the next. With increased
yields, production held close to 15
million bales. Domestic use in-
creased but exports declined, caus-
ing the carryover to climb to a
record of nearly 17 million bales in
August 1966. And since the Com-
modity Credit Corporation owned
most of the stocks, costs of the
cotton program rose.

Intended to make cotton more
competitive with other fibers, the
Agricultural Act of 1965 set a ceil-
ing on loan rates at 90 percent of

the estimated world price of cotton.
But to maintain farm income, the
new program also provided for di-
rect payments to cooperating pro-
ducers on 65 percent of their basic
cotton allotments.

This legislation marked the
turning point in the buildup of the
cotton carryover. Disappearance of
cotton increased only slightly, but
production dropped sharply, reduc-
ing the carryover more than 10
million bales in just two years.

The most direct Government
effort to influence demand came
with the Cotton Research and Pro-
motion Act of 1966. By providing
for the collection of $1 a bale from
upland cotton producers to be used
in research and promotion, this
legislation established a program
of self-help in the expansion of
cotton markets. Principal areas of
study under the program have been
the costs of producing and market-
ing cotton and the improvement of
cotton products.

The Agricultural Act of 1970
eliminated the old system of rigid
crop-by-crop allotments. By giving
farmers more freedom of decision in
adjusting to projected demand for
their cotton, the program provides
new opportunities for the industry
to become more competitive in pro-
duction costs and to produce the
amounts and varieties of cotton
sought in foreign and domestic
markets.

The supply situation

The imponderable in agriculture
is, of course, the weather. And re-
ductions in acreage combined with
a series of unfavorable turns in the
weather after 1965 to cause pro-
duction to plummet, throwing cot-
ton into increasingly short supply.
From 30 million bales in 1965-a
high that had been reached only
once before—supplies fell to a low of
less than 15 million in 1971.
Supplies had fluctuated widely
over the years prior to 1965, But
for 15 years, crops had averaged



about 14 million bales. Being typ-
ically more than enough to meet
demand, production added steadily
to the buildup in stocks-despite
Government efforts to hold back
production. During those years,
acreage was cut in half. But with
improvements in cultivation, yields
almost doubled, reaching a record
average of 527 pounds per acre in
1965.

Since 1966, however, crops have
averaged less than 10 million bales.
Where 14.2 million acres were
planted in 1965, 12.4 million were
planted in 1971. And where yields
averaged 527 pounds per harvested
acre in 1965, they averaged 438
in 1971. The net result was a drop
in output from 15 million bales in
1965 to 10.5 million in 1971.

With estimates of mill use and
exports totaling more than 11 mil-
lion bales, stocks at the beginning
of the 1972-73 season probably
total a million bales less than the
4.3 million last August. Although a

Recent cotton crops reduced
by lower acreages and yields
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new crop is coming on, this stock,
in itself, would not be enough to
meet foreign and domestic demand
for more than four months.

Against this backdrop of short
supply, cotton prices have ad-
vanced sharply. Average spot mar-
ket prices for upland cotton rose 5
cents a pound in the second half of
1971, And by early 1972, prices
were 10 cents higher than a year
before.

In response, farmers reported
early this year that they intended
to plant 13.5 million acres to cot-
ton—10 percent more than in 1971.
Even if yields are no more than the
very low 1966-71 average, the up-
land harvest will be nearly 12 mil-
lion bales. The largest crop since
the 1965 season, this is very apt to
be more than the disappearance.

The demand situation

Disappearance depends on sales to
textile mills in this country and
shipments of raw cotton abroad. In
contrast to its once very rapid
growth (a twofold increase from
the early 1930’s through the early
1940’s), domestic mill use has been
fairly stable since World War II,
ranging from 8 million to 10 million
bales a year. During that time, ex-
ports have fluctuated between 2
million and 7.6 million bales a year.
In more recent years, however, the
combined disappearance has been
closer to 11 million bales.

Still a major fiber, accounting
for roughly two-fifths of the do-
mestic fiber market, cotton has,
nevertheless, been losing ground
to synthetics for many years. From
the early depression years through
the early years of the war, annual
domestic consumption of all fibers
increased from a little more than 3
billion pounds to nearly 7 billion.
Consumption of cotton followed a
similar trend, more than doubling
from 1930 to 1942.

After the war, however, growth
in domestic demand for cotton
began to slow—eventually showing

little change for the 1960’s. Mill
use of all fibers increased rapidly,
climbing from 7.5 billion pounds
(cotton equivalent) in 1961 to al-
most 15.3 billion in 1971. Although
demand for cotton increased nearly
a fourth in the first half of the
decade, losses in the second half
left the domestic market with only
a nominal increase. Where mill
demand totaled 4 billion pounds 1
1961, it still was only 4.2 billion 1
1971.

Despite intense competition
from man-made fibers, however,
cotton apparently held its own at
mills in the season just ended-at
least in absolute terms and prob-
ably because of the popularity of
two fabrics. Production of cotton
denims and corduroy accounted £0r
about 12 percent of the cotton
industry’s domestic market in the
1971 season, compared with 8 per-
cent in the season before. The
boost to cotton from demand for
these fabrics may, however, no
more than offset losses in other
cotton markets, leaving total do-
mestic consumption about the
same as the 8.1 million bales usé
in 1970-71.

Meanwhile, consumption of
man-made fibers has continued t0
move ahead. Claiming an ever-
increasing share of the growing
textile market, synthetics have left
cotton with a mill market that,
while fairly stable in absolute
amount, has represented a shrin®
ing share of the domestic fiber
market overall.

Important to the shift in shares
of this market have been the rela-
tive prices of cotton and synthetic®
For instance, while cotton prices
were moving up sharply in 1971
and early 1972 as a result of the
short supply of cotton, prices of
man-made fibers were showing
little change.

Competition in world cotton
markets also remains stiff, despit®
the recent increase in world de-
mand. Tight supplies and high



Prices early this year made the
Cotton situation in other countries
Much the same as in the United
States. But world production in-
Creased in 1971-72, and the De-
Partment of Agriculture estimates
: at,_as a result, world produc-
tion in the 1971 season exceeded
Consumption for the first time
Since 1968,

World trade in cotton may have
been slightly greater in 1971-72
th{m the nearly 18 million bales
Shipped in 1970-71. But because of

he short supply in the United
tates, shipments from this coun-
try Probably slipped from 21 per-
cent of the world cotton trade in
197071 to about 18 percent in
1971.79,

Cl‘-‘ll'll:ietii;in:m at home...

Much of the progress synthetic
ers have made in traditional
Ctton markets results from im-
Provements in fabrics. Develop-
Nent of durable-press fabrics, for
“Xample, revolutionized the textile
Ndustry, allowing producers of
;nanﬂnade fibers to capitalize on
he marketing of blends-which,
‘l’rtunately for growers, often in-
“uded cotton, Production of
Olyester-cotton increased more
an ten times in the 1960’s.
fig SSentially, however, the compe-
ttion between cotton and man-
ade fiheps (especially rayon and
gcetate staple fibers) has been
ased on price. And trends in prices
Ve ugsually favored synthetics.
al ¢ farm price of cotton bumped
Ong at abnormally low levels, be-
i °en 5.5 and 12.5 cents a pound,
oy De 1930’ but increased fourfold
1 Uer the next decade, rising from
c ¢ents a pound in 1940 to 40
“hts in 1950. And although the
g;‘cﬁ had eased back to less than
th fents a pound by 1952 and from
N until the late 1960’s varied
thorm 20 to 34 cents, cotton prices
of Oughout this period were all out
o phaS§> with changes in prices of
Mpeting synthetic fibers.

Bye:
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Market prices of cotton surge when carryover begins to dip
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Still king in the District. ..

Cotton is by far the most important cash
crop in the Eleventh District. In recent years,
the five District states have produced nearly
45 percent of the nation’s cotton. Although
cotton ranked only fourth in Louisiana in
1970, it was the number-one crop in Texas,
New Mexico, and Arizona and placed second
in Oklahoma. The importance of cotton in
these states has been maintained despite a
nearly two-thirds drop in cotton acreage
over the past two decades.

These southwestern states planted a total
of 6.7 million acres to cotton in 1971, com-
pared with 16.8 million in 1951. Mainly be-
cause of the shifting of cotton acreage to
more productive land, however, and the
adoption of improved production tech-
niques, the average crop declined only about
a third over this 20-year period. During that
time, total income from cotton in these states
averaged about $1 billion a year.

With cotton production down nearly a
third, however, and average cotton prices off
about a third-to a level well below the per-
pound production costs of most growers—
cotton farmers in the District relied heavily
on Government cotton programs to stay in
business.

Nationwide, the cost of producing a
pound of upland lint cotton averaged 32
cents in 1969 (excluding management costs)
—a fifth more than in 1966. Even in the Roll-

Income from Cotton in Eleventh District
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ing Plains of West Texas, where cotton is
produced at the lowest cost in the nation,
total outlays averaged more than 26 cents
in 1969,

Government payments became especially
important after the Agricultural Act of
1964. From 1966 to 1970, Government pay-
ments to growers in these states averaged
nearly two-thirds as much as cash receipts
from cotton.

R

A severe setback in competitive
terms came in late 1967, when the
price of cotton surged in response
to the short crop that year. Prices
rose from 22 cents a pound in
August to more than 30 cents in
November. And although the price
rise resulted more from a fear of
shortage (and that only in some
long-staple varieties) than from
any real shortage, the use of cotton
in the United States fell 13 percent,
dropping from 9.5 million bales in
the 1966-67 season to 8.2 million
in 1968-69.

Meanwhile, production of syn-
thetic fibers increased. And as
stable supplies of these fibers were

6

maintained with declining prices,
use of synthetics increased about
a fourth from 1967 to 1968.

Cotton prices later dropped back
to about 22 cents a pound in 1968
and held close to that level through
1970. But the cotton industry
could not regain many of its market
losses. Cotton’s share of the fiber
market had dropped from nearly
50 percent in 1967 to about 40 per-
cent in 1970.

...and abroad

Unlike domestic consumption, for-
eign consumption has been trend-
ing steadily upward since World

War II. Although the advance has

been modest, it has stayed far
enough ahead of gains in foreig?
production to give U.S. growers 4
market accounting for roughly 2
third of their average annual 83
But although the increase in €02
sumption outside the United St@
—an increase of 17 percent in the
1960’s alone-has kept overseas df'
mand ahead of the overseas SupPY
by an average for the decade ©
million bales a year, shipment$
from this country have sometime®
been far less. With the increasé “;
prices after the short U.S. crop ®
1967, for example, production
overseas rose to within 2 millio?
bales of consumption overseas.
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... and especially in Texas

Texas alone produces nearly a third of the
nation’s cotton-and on little more than 3
percent of the state’s land. Forty years ago,
almost a tenth of the area of the state was
taken up in cotton.

With the shrinkage in the acreage as-
signed to cotton has also come a shift in its
location. Three-fourths of the state’s cotton
is now grown in West Texas. A century ago,
all the cotton was grown in East Texas.

Cotton production in Texas has been mov-
ing westward since the turn of the century.
The movement has been spurred in recent
years by technological advances that lend
themselves to large farms and by the devel-
opment of irrigated areas in West Texas,
particularly on the High Plains. Meanwhile,
marginal land has been retired from cotton
production in East Texas, where much of
agriculture has been converted to the pro-
duction of beef cattle, once primarily a prod-
uct of West Texas. West Texas grew only 9
percent of the state’s cotton at the turn of
the century and little more than half the
crop at mideentury.

The largest crop produced in Texas was
in the 1949-50 season. More than 6 million
bales were harvested that season from just
over 11 million acres. That made an average
yield of 261 pounds per acre. Improved cul-
tural practices pushed yields to 410 pounds
per acre in 1968, but setbacks from weather
and other adverse growing conditions have
since held yields below that level. Yields
averaged 282 pounds per acre in the 1971-72
season. Reflected in this recent drop were
drouth conditions that impacted on dryland
crops and a late, cool spring in the irrigated
High Plains that combined with an early,
wet fall to cut yields there.

The average price received by Texas
farmers for cotton has varied widely. It was
39 cents a pound in 1950 but by 1966 had
slipped to slightly more than 17 cents, the
lowest price since 1941. There was a sharp
comeback in 1971, however, when the price
ranged from 26 to 30 cents a pound most
of the harvest season.

It has been estimated that the basic
dollar originating from the production of
cotton and cottonseed generates 3.5 times

Acres Planted to Cotton
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that amount in related agribusiness, On that
basis, the Texas cotton crop in 1970, with
cash receipts of $355 million, excluding Gov-
ernment payments, generated in excess of
$1 2 billion in agribusiness. Receipts of $547
million for all five District states generated
nearly $2 billion,

Business Review / August 1972



Cotton’s share of U.S. market shrinks . . .
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the difference may have been less
than 2 million bales in 1971.

As foreign production has in-
creased, U.S. exports have declined
as a share of the world market.
From 1958 to 1961, shipments from
the United States accounted for
roughly a third of the expanding
world cotton trade. From 1968 to
1971, they accounted for less than
a fifth.

Exports declined far faster than
domestic production during those
years. Where close to 40 percent of
the cotton grown in this country
from 1958 to 1961 was shipped

8

overseas, slightly less than 30 per-
cent was shipped from 1968 to
1971.

Also, while consumption has
stayed ahead of production over-
seas, production has been increas-
ing faster. From 1959 to 1970,
consumption in foreign Free
World countries—the countries
that buy 95 percent of U.S. cotton
shipments abroad—increased 24
percent. During those years, pro-
duction increased 40 percent.

Much of the increased output
was in 13 countries—Brazil,
Pakistan, Turkey, Mexico, Iran,

Syria, Colombia, Greece, Tanzania,
Uganda, Nicaragua, Guatemala,
and El Salvador. Together, these
countries increased their average
annual production about 5.4 mil-
lion bales in the 1960’s-a gain of
more than two-thirds. In nine other
countries with less output, com-
bined production more than tri-
pled, adding more than another
million bales to the world total.

But while exports are influenced
by consumption and production in
other countries and by the cotton
programs of other governments,
the essential determinant of for-
eign sales is still world cotton
prices. Prices stayed well above
production costs in most countries
throughout the early part of the
1960’s, seldom changing as
abruptly as the prices of other
crops countries depend on for
foreign exchange earnings. The
stability of cotton prices (main-
tained partly by production con-
trols and price supports in this
country) and, therefore, the prof-
itability of foreign cotton gave
many countries ample cause for
increasing their plantings—without
any great concern for total pro-
duction. The situation changed 1
the latter part of the decade,
however, and probably partly in
response to changes in U.S. Gov-
ernment programs.

Throughout the latter part of the
1960’s (except in 1968), prices
fluctuated about what may have
been an international breakeven
point. Liverpool quotations for
Strict Middling 1%s-inch cotton
(the grade most often used as a
base price in world trade) range
from 27 to 30 cents a pound-a
variation of roughly 10 percent.
Within this range, price changes
one year were followed the next by

changes in cotton acreage.

The change in acreage was in
the direction of the change in pricé:
As the price approached 30 cents,
it was followed the next year by 8
worldwide increase in cotton acre:



age. As it dropped below 28 cents,
f1e enthusiasm for cotton produc-
tion was dampened.
In 1971, the average price broke
through this range to hit 34 cents.
hat price is apparently more than
fhough to stimulate increased
World plantings, and with a pos-
Sibly severe impact on the U.S.
Cotton industry.
Department of Agriculture
Studies, for example, suggest that,
m 1959 to 1970, 10-percent
Chfinges in the price of U.S. Strict
1ddling 1%s-inch cotton at Liver-
Pool usually resulted in 20 to 25-
Percent changes in U.S. shipments
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the following year—the change
being in the opposite direction.
This pattern indicates changes of
300,000 to 350,000 bales in re-
sponse to 1-cent changes in the
U.S. price. If such a change occurs
this season, U.S. cotton exports
could be drastically cut.

Increases in foreign production
are almost certain to continue—
especially since policies of many
cotton-producing countries are,
unlike U.S. Government programs,
aimed primarily at developing cot-
ton production. World production
rose 9 percent in 1971-72, and pro-
duction outside the United States
probably contributed about 4 mil-
lion bales to this increase. Al-
though foreign consumption also
probably increased, the world sup-
ply available for export doubtlessly
expanded, probably by more than
1.5 million bales.

World markets may have ab-
sorbed most of this increase, leav-
ing little or no effect on U.S.
exports. If consumption overseas
continued its modest expansion
and foreign importers increased
their generally low stocks even
moderately, U.S. shipments easily
reached the more than 3 million
bales estimated for the 1971-72
season. Although some 500,000
bales less than in 1970-71, such a
volume would still have been mod-
erately good.

Implications for the future

The bright prospects for cotton,
then, depend on the expected up-
turn in production this year.
Continuation of those prospects
depends, however, not only on an
end to the decline in stocks but
also on an easing in prices to a
level that will allow cotton to
compete more effectively with syn-
thetic fibers. Clearly, it is the
proper interplay of supply and de-
mand that keeps stocks adequate
and prices competitive. And as
stocks rise over the next few sea-
sons—as they seem bound to do—

the industry needs to watch for the
earliest warnings that supplies are
again becoming burdensome.

On the supply side, continued
eﬂprts to support production
guidelines flexible enough for quick
adjustment to changes in demand
are essential to the maintenance
9f stocks at working levels. Some
industry experts suggest a carry-
over of 6 to 7 million bales is
needed to cushion against short-
ages. The growers’ situation is
entirely different from that of their
principal competitor. Unlike syn-
thetic fibers, which are produced
under comparatively stable con-

Nation’s cotton harvest
often exceeds domestic use . ..
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ditions, cotton is produced by a
multitude of individual growers
facing great uncertainties in their
growing and marketing conditions.
For that reason, the all-important
supply problem is hard to plan for—
as has been pointed up in the de-
cline in stocks since 1965. The
abnormality of weather conditions
since then, in fact, leaves unclear
the extent of achievements that
might have been realized from the
new directions in Government
programs.

On the demand side, efforts to
slow the decline in cotton’s share
of the total fiber market comple-
ment efforts to control production.
Growth of the fiber market clearly

10

provides the industry its greatest
opportunity for achieving growth
and stability in demand for cot-
ton. Since competition from syn-
thetic fibers cannot be expected to
subside, the industry’s renewed
interest in supporting market de-
velopment and promotion seems
vital to its welfare.

Regarding export demand, U.S.
shipments are still restricted by the
sluggishness of growth in total
foreign consumption. Although the
very existence of these shipments
is due mainly to cotton consump-
tion overseas being greater than
production, increases in consump-
tion are not keeping up with the
growth in production. And as in

the domestic market, the lag in
export demand results primarily
from competition from man-made |
fibers.

To maintain stocks at levels that
will allow growers, on the one hand, |
to compete more effectively with
the highly productive synthetic {
fiber industry and, on the other, !
earn enough return to capital to
stay in business, continued efforts |
must be made to bring supply an
demand into line with each other: |
In probably no other way can the
industry achieve the stability
needed to project its bright outlook
far into the future.

—Carl G. Anderson, Jr.




New member bank

The Town North National Bank, Farmers Branch, Texas, a newly organized
institution located in the territory served by the Head Office of the Federal
Reserve Bank of Dallas, opened for business June 26, 1972, as a member of the
Federal Reserve System. The new member bank has capital of $400,000, surplus
of $400,000, and undivided profits of $200,000. The officers are: Ronald G.
Steinhart, Chairman of the Board; E. Fred Ferguson, Jr., President; Bob Camp,
Senior Vice President; and Lois M. Pierce, Cashier.

New par banks

The Coupland State Bank, Coupland, Texas, an insured nonmember bank
located in the territory served by the Head Office of the Federal Reserve Bank
of Dallas, was added to the Par List on July 1, 1972, The officers are: C. W.
Pfluger, Jr., President; Theodore Wittliff, Vice President; Miss Lydia Etzel,
Cashier; and Mrs. Rosalie Goetz, Assistant Cashier.

The Mid-County Bank, Port Neches, Texas, an insured nonmember bank located
in the territory served by the Houston Branch of the Federal Reserve Bank

of Dallas, was added to the Par List on its opening date, July 10, 1972. The
officers are: Weldon T. Peters, President; James E. Green, Vice President and
Cashier; and Al McKay, Inactive Vice President.

The First State Bank, Magnolia, Texas, an insured nonmember bank located
in the territory served by the Houston Branch of the Federal Reserve Bank of
Dallas, was added to the Par List on its opening date, July 15, 1972. The
officers are: L. A. Hill, Jr., President; Richard Hereford, Cashier; and Mrs.

Dorothy Shivers, Assistant Cashier.
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