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PREFACE

The price spreads for cotton producte, presented in this report, replace
those published in Volume / of Major Statistical Series of the U. S. Depart-
ment of Agriculture, Agr. Handbook 118, and in Price Spreads Between Farmers

end Consumers, 0. S. Dept. Agr., Inform. Bul. 4. To compute spreade for

cotton products with the limited date availeble, many assumptions are

necegstry, However, the date presented here are believed to be useful to

cehow the trends in ferm and retail prices &nd in farm-retail spreads.

Sources of dats and methods of computation are discussed in considerable

detell so that the reader may judge for himself the accuracy and representa-
tivenese of the series. This report is part of & broad program of continulng

regearch designed to reduce the cost of marketing farm products.
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FARM-EETAIL PEICE SPEEADS FOR COTTON PRODOCTS

By Kathryn Parr, agricultursl economist
Market Organization and Costs Branch
Morketing Research Division, Agricultural Merketing Service

SUMMARY

The spread between the retail cost of a group of 25 cotton products and
the farm value of cotton required for menufacture of these products has
remained fairly stable since 1947. This is in contrast to farm-retail price
spreads for food and tobacco products, which generally moved upward in the
period 1947-57. The 1957 annual average retail cost, farm value, and spread
for the cotton products were the same as the 1947-49 averages. During an
earlier period, 1940-47, each of the three averages rose sharply, with farm
value inereasing by a greater percentage than retail cost. However, the farm
value of the cotton is a small part of the retail cost of the products. As a
result, the percentage increase in the spread between retail cost and farm
value was only slightly less than the inecrease in retail cost.

The farmer's share (farm value as a percentage of retail cost) waries
among products, depending on the amount of workmanship in relation to the
quantity of cotton used. Annusl averages for 1 year shown in this report
ranged from 5 percent for girls! dresses to 31 percent for sheets. The
farmer's share for the group of 25 products averaged 15 percent in 1947-49,
compared with 11 percent in the prewar years, 1935-39. The highest annusl
average farmer's share for the enmtire period, 1935-57, was 18 percent in 1951
and 1952,

Business shirts, work shirts, and sheete are typical items for which
farmer's shares differ because value added by manufacture and distribution
differs in relation to the quantity of cotton required for menufacture. For
each of the 2 products the farm value of cotton has inereased in relation to
reteil price since 1939, as shown by the increase in the fzrmer's share.

INTRODUCTION

Consumption of cotton has declined in relation to that of other fibers
in recent years but it still accounts for 65 to 70 percent of the total
pounds of fibers consumed in textile mills (7). 1/ While in many instances
the orice of cotton is a smell part of the total cost of cotton products,
nevertheless the manufacturer must consider prices and guslities of the raw

1/ Underlined figures in parentheses refer to Litercture Cited, page 17.
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material in relation to those of alternative fibers, especially synthetics.
Per capita consumption of cotton fluctuates from year to year, but in the last
5 years it has averaged about the same as in the 1920's. The higher con-
sumption levels of the 1940's are explained by production of cloth for the
armed services.

Cotton, as is well known, is used for a variety of products. The
Hational Cotton Counecll estimated the utilization of cotton in 1956 as 49
percent for apperel, 30 percent for household products, and 2L percent for
industrial uses (5). 2/ Mill consumption of cotton per person ranged from 25
to 28 pounds in calendar years 1953-56, but only about 20 pounds of cotton
ner person was used for clothing and household textiles. Price spreads (dif-
ference between retail price of a product and the price the farmer receives
for the cotton in the product) can be computed for only a part of the cotton
used in these products. The series in table 2 of this report relate to not
more than half of the total used for clothing and household productes.

FAFM-RETAIL SPREADS FOR SPECIFIED COTTON PRODUCTS

This report deals chiefly with the trend in spreads between the average
composite retail cost to consumers of a group of cotton products and the
return to farmers for the lint cotton from which the products were fabricated.
For convenience the composite prices and spreads were computed in terms of 1
pound of cotton. Spreads are also shown for individusl products for 1 year
and for 3 typical products for a period of years.

Individual Cotton Products, 1953 3/

The individuzl items for which price spreads are shown are limited to
those for which the Bureau of Labor Statistics (BLS) publishes quarterly
indexes of retail prices. Ther include 19 items of cotton clothing, 2 of
cotton yvard goods, and 4 of cotton housefurnishings (teble 1). The 25 items
are mainly moderately priced products. OSome require comparetively little
workmanship.

The retail prices are averages of wmidmonth prices in 10 cities in March,
June, September, and December 1953, collected by the BLS according to speci-
ficetions for quality and workmanship. Farm walues are returns to farmers
for the quontities of lint cotton required for manufacture of the finished
products. These quantities are valued at estimeted prices received by farm-
ere for the kinds of cotton suitable for these products. The fermer's share
of the retail price is obtained by dividing the farm wvalue by the retail
Drice.

gf The guentity of cotton from which these percentares were computed
does not include some of the smaller end uses.

3/ Price spreads for individuzl products were computed for 1953 because
that is the base period used in this report for computing retsil prices.
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The price range for the 25 products is wide. In 1953 the annual average
retail prices ranged from 30 cents for men's work gloves to £6.31 for bed-
spreads. Farm velues ranged from 2 cents for the cotton in girls' anklets to
#1.45 for that in bedspreads. The grades of cotton assumed to be used to
fabricate the 25 articles vary from Low Middling to Strict Midcéling and the
steple lengths from 15/16 inch to 1-1/8 inches.

Farmer's shares for the 19 items of cotton clothing ranged from 5 per-
cent for girls! dresses to 23 percent for men's work gloves and averaged 13
percent, Percentages for the 6 household and yard-goods items were generslly
higher than for clothing, ranging from 13 to 31 percent in 1953 and averaging
23 percent.

Composites for 25 Cotton Procducts, 1935-57 4/

Reteil prices of 25 products listed in teble 1 and estimated prices
received by farmers for lint cotton of the kinds suitable for their manu-
facture were weighted to obtein the total retail cost of the products and
the farm velue of the quantity of cotton necessary to menufacture them. 5/
Constant weights were used throughout the period. The farm velue was reduced
to allow for the velue of salsble spinning waste. Total retail cost and farm
velue divicded by the number of pounds of lint cotton estimated to be used in
manufacture gave the average retail cost of products from 1 pound of cotton
and the average farm value of the cotton (fig. 1 and teble 2). The farm-
reteil spread is the difference between the reteil cost snd farm velue. The
retail cost, ferm value, and spread are essentielly price indexes even though
they are expressed in dollars. Changes in the farm-retail spread indicate
chenges in costs and profits of marketing cotton and of manufecturing and
distributing the products.

The farm-retzil spread for cotton products remeined relatively stable
from 1935 through 1941 and then increased sharply until 1947. It has
remeined rather stable since 1947, renging between $1.73 and §1.87 per pound
of cotton, except for a decline to {1.68 in 1949 and 1950. In 1957 the
reteil cost, farm price, end spread were the seme as the 1947-42 aversges:
Retail cost, $£2.12; farm velue, 22 cents; and spread, §1.80.

The fzrm price of a pound of cotton is small compared with the composite
reteil cost of products made from it. Accordingly, trends in the farm-reteil
spread and the reteil cost are similar.

4/ Neither the reteil cost of products nor the averege farm price of cot-
ton suitable for the manufacture of the products can be calculated for the
period before 1935 by current methods. Therefore, price spreads of this report
begin in 1935 instead of 1927 as in previously published series.

5/ Prices of 25 items were sveilsble beginning March 1956. The reteil
cost was based on prices of 18 or more items from the middle of 1947 through
1955 and prices of 13 items before 1947. The 13 items zccount for about
three-fourths of the totel reteil cost.



Cotton and Its Products

FARM AND RETAIL VALUES AND FARM-RETAIL SPREAD
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Fipure 1

The trend in the spread for cotton products is in contreet {o trends in
spreads for farm food products end tobecco products. Spreads for food and
tobecco products Increased reletively less than spresds for cotton products
between 1941 and 1947, but spreads for these other products continued to
increase during the postwar years.

The cotton articles for which reteil prices were aveileble for computing
spreade consist mainly of modereztely priced clothing and household textiles
embodying comparatively little workmenchip. For that rescon the price levels
ghown in teble 2 are not necesserily representative of all cotton products
bought by consumers. Trends in prices end in the farmer's share are, how-
ever, believed to be representative. The reteil price of & cotton article,
hence the fermer's shere, depends muchk more on styling end workmenship than
on the quantity of cotton used. For example, approximetely the same quentity
of cotton may be used for a housedress selling for £32.95 as for & street
drese selling for £17.95. A better quality of cotton, however, may be used
in the street dress, causing the ferm velue to be e little more than for the
housedress., DBut the fermer's share of the retesil price would be quite dif-
ferent for the two types of dresses because of the difference in reteil
price.
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The farmer's shares are higher than those previously published for 42
cotton items. The principal reason for this is that the new series contains
a larger proportion of household textiles and yard goods having higher farm-
er's shares than most other cotton products.

Three Typical Cotton Products, 1939-57

Annual price spreads for 3 typical cotton products, 1939-57, are shown
in table 3. The 3 items are business shirts made of combed cotton yarn, work
shirts, and sheets. They represent 3 different lewvels of farmer's shares:
Business ghirts, 5 to 8 percent; work shirts, 9 to 19 percent; and sheets,

22 to 37 percent. The farm-retail spreads for business shirts end work
shirts tended to level off after 1949; the trend in spreads for sheets was
generelly downward with more fluctuation. ©Spreads for all 3 products
increased 2 little in 1957.

The farm velue of cotton for businese shirte is small in relation to the
reteil price. The cost of combing the yarn, weaving and finishing the broad-
cloth, and manufscturing end selling the shirt represents e much larger share
of the retail price than the value of cotton does. Work shirts require as
much cotton as business shirts but the retail price is lower, and, conse-
quently, the farmer's share is larger. The farmer's share for sheets is more
than his share for most other cotton items because, in relation to the
quantity of cotton used, less value is added in the manufacture and distribu-
tion of sheets than in most other cotton products. Sheets ere usuelly fin-
ished in the weaving mills and sold directly to retsilers.

The farm velue of the cotton used in each of the three products has
increased in relstion to the reteil price of the product since 1939. Eut the
value of cotton is such a small part of the retail cost that any change in
the price of cotton is generelly associzted with a much smeller percentage
change in the reteil price.
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Table 2.--Cotton products: Awverage composite retail cost of 25 products
(expressed in terms of 1 pound of cotton), average farm value, ferm-retail
spread, and farmer's share of reteil cost, 1935-57 1/

: G Average | ‘Fermer's share
Year and quarter, Reta;} coat . farm value . Fafg;zzgail E of
: ' i = i . retsil price
: Dollars Dollers Dollars Percent
N3 o i miiasns . 0.91 0.12 0.79 13
1976 ccassssvsis st <91 «12 79 13
1'93’? sssssm e B EE i?ﬁ i-ll ¢E:.f|. 12
19'38 sEssms s s nag s QE? 08 281 9
1?3? sssssssnEEEE . 138 .09 .?9 10
19':'.,0 T Y YT -39 -llD -?9 1-1
191.".1 Y I ] .93 olj 185 1!!;
19.&2 sassan EXEE L 1.22 .18 1-01; 15
1 = : 1.29 19 1.09 15
D i ¥ 7 P . 1.37 20 1.17 15
POLE: o v vwaim e PR « 50 .22 1.28 14
19‘6 YT E IR 1-8!{. 029 1155 16
lgﬁ? T YT TR 2-1? .33 1-84 15
1?1:.3 YT 2-2‘3 133 l-ﬂ'}' 15
1949' YT IR EETY 1-98 o}ﬂ ltE‘E 15
194749 average .: 2.12 +32 1.80 15
1950 wesssssnasss % 2.03 . 35 1.68 17
LO5L aswies e ey 2ol <41 1.83 12
i L ] 2.14 «38 1.76 18
L e Aol .13 32 1.80 15
1'95-‘1- b L sessnas 2.{3 I33 1.75 ]-E
1955 BReE BB SR A O RN E.W l?-ilr 11?3 ]--'E:I
1956 YT I 2.10 t33‘ 1-7’? 16
195'? R RS BB SR 2-12 432 1.31} 1-5
1956 :
H&I‘- 'I'I'I'I'I'I'I'I-Q-z E.DE 13'# 11?& 16
JUNE cesssacaant 2.5‘? I?:Ir 1-&?5 16
Sept. iiiiiiili: 2.1':' l32 11?5 15
DEC. wusionvnniit 2.11 «31 1.80 15

See footnotes at end of tezble. --Continued
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Teble 2.- Cotton products: Aversge composite retail cost of 25 products
(expressed in terms of 1 pound of cotton), average farm velue, farm-retail
spread, and farmer's share of retail cost, 1935-57 1/ - Continued

=Fa.mr' g chare

: : f Average E X
Year and quarter Retc;l/ RS . farm value | Fﬁ;m;z:;ﬂl = of
N ; 3 s P * retzil price
. Lollaers Dollers Dollars Percent
1957 :
I‘hr- sssaws saans 2-12 ﬂt:}'? loSD 15‘
Jme sasssemen e 2.12 132 1130 15
E’E‘Ptg PP 2&12 131- 1-81 15
DBC. waccncasas : 2.12 .32 1.80 15
1958 :
MOy, cicsaaasand 2.12 «32 1.80 15
JUNE wawan e
Septs cecenaas .l
DeCs scvsvsnnan :

A tex of 4 cents per pound of lint cotton, levied upon processors under
the Agriculturzl Adjustment Act, wos in effect from Aug. 1, 1933, until
Jan. 6, 1936. Funds from the ‘l'.a:t were used to make paymnts to producers of
ca'l:.ton. No adjustments were made in 1935 farm prices and spreads to show the
effect of the tax.

Quarterly data are published in The Marketing and Transportetion Situation,
0. S. Dept. Agr., Agr. Mktg. Serv.

2/ Retail cost of 25 items divided by the number of pounds of lint cotton
estimated to be required for their manufacture. Annual averazes are simple
averages of retail costs in March, June, September, and December.

j/ Estimated farm value of mttan of grades and staple lengthe suitable for
manufacture of the products, less allowance for velue of salable spinning
wveste, divided by the number of pounds of cotton reguired. Farm value is
based on everege prices of cotton in centrel merkets lese 1/2 cent per pound
estimated to be the difference between central-msrket price and price received
by farmers.
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Table 3.--Price spreads for 3 typical cotton products, 1939-57

. Retail price . g .Farmer's share
Item and year | per item i ke : BP,::;Ei i : of

d . . . retail price

: Dollars Dallars Dollars Percent
Business shirt
1939 tiiiennnnaa .t 1.67 0.08 1.59 5
194'0 R .- 1;68 sﬂg 1-59 5
19151 R R R B S B E A E s 1&?? oll 1-'&& 6
1?;'!&2 PP | 2;12 -1? 1&95 3
1043 dddavennsann® 2.20 .13 2.02 B
LA s s 2.31 .18 2.13 a8
1945 cocavsvisiss : 2,48 19 2.29 8
19&6 iiiiiii sasna s 3!39 i"l?-ﬁ 3"1& .?
l?d-? esssnsn R san s .t'i-l? 123 3-39 '?
1943 sEssanae e 4.13 -29 3.3? T
B LT R Y, 3.76 « 26 2.50 7
1950 ...ines A 3.73 20 3.43 8
0 L2 Ly R e 4.03 « 34 3.69 8
19592 asiinansaiset 3.90 .32 2.58 8
a b e R sl 3.94 .28 3.66 7
QR L e H 3.91 .29 3.62 7
1958 sisiaaass saat 2.88 .30 3.58 8
i Er L S Ay S 35.86 £ 29 257 8
JOST i me SR 3.92 23 3.63 7
Work shirt :
193’9 T EEE T -w -m -?ﬂ 9
1’940 SEsBETER B R RS H .'?9 -DB -Tl 1ﬂ
LAY Sicvsvsnvrann H «9L «11 +80 1z
LY e e .t 1.16 15 1.0 1.
19’43 ------ ssssnms 1-21 !16 llﬂﬁ‘ 1.3
IQM B [EEEE N N lt%‘ |16‘ J.qu-l-2 13
1945 svvennncnnas 1.33 =17 1.16 13
X006 o i 1.55 .24, 1.31 15
B+ A Sl R 1.70 27 1..3 16
AL 7 e R e ek 1.71 27 1.4 16
19-&9 assssaram e lwi? .25 1-3.!5,. 16'

See footnotes at end of table. , —Continued
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Table 3.—-Price spreads for 3 typicel cotton products, 1939-57 - Continued

-
-

|
1
I
|
i
|
i
i
E

Farmer's share

" Retail price | X X
Item and yesr , per item | Fﬂrﬁ;}alua s Fa;?;:igéil 5 of

: 1/ : ; . retail price

:  Dollars Dollar Dollars Percent
Work shirt 3
p L=, T T . 1.62 0.29 1.33 18
B e 1.74 33 1.1 19
1952 ##iitiil!i#i: 1'&5 QBG 16‘35 13
1983 Sisca e aal 1.61 -5 1.35 16
YORE o i 1,57 27 1.30 17
1955 sessaEnEREEED lt% l-l?-‘? 1!29 1?
1956 sesssamssasEmE 116? a2l l--{bﬂ lﬁ‘
195? ri.!!‘!!!i!': 1‘?2 126 1.&6 15
Sheets t
1999 . icsunrumanl 32 .21 +T1 23
1940 secenanans .l .93 23 .TO 25
YLL o s e .t 1.09 «31 .78 28
1942 ciiesviniin U 1.39 42 97 30
198F sisrenvies - 11-&3 h\!}S +95 32
19M l-lll'liiii'l!nl: 1‘&-1 ..ﬂ-’? .?J!L 33
A0AS s ma e i 1.50 « 50 1.00 a3
g PR R e »d 1.98 67 1.31 34
g 127 Ly S L b 2.42 .76 1.66 31
19)13 &R NSRS S AN Ei% o?ﬁ 1-81 29
19&9 EEEEE BB R R 2-2-{]. il?‘.:' 1-535- 31
195D EEEEEEEE R Enfqﬂ tal 1'59 3.&.
1951 liliiliillll: 2'31 Igz 113? 33
1952 FRrssB BB EE RS 2-;&‘1 136 llﬁa 35
1?53 EEEEEEE T EE R R 2-35 '?4 1161 31
a b= TV ERE iy 2w 2.10 .76 1.34 36
p Lo L 2.05 .76 1.29 E1
g e 10 C— 2.16 .76 1.40 35
1957 v ersmnetn : 2.22 1..8 33

-?J‘i

=

Annuel average prices are simple averages of prices in March, June,
September, and December, computed by applying Bureau of Labor Statistics
indexes to annual average price in 10 cities in 1953.

2/ Estimated net farm value of the quantity of cotton of grade and staple

length suitable for manufacture.

Byproduct adjustments of 10 percent of the

gross farm value of cotton for business shirte and 2 percent of the gross
farm velue of cotton for work shirts and sheets were made to allow for the

value of spinning waste.
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BASIC DATA AND METHODS OF COMPUTATION

Retsil Prices

The Bureau of Labor Stetistics is the source of retail price data used
in this report. 6/ To obtain comparable prices from period to period, from
store to store, and from city to city, the BLE collects prices of cotton
products by detailed specifications, or descriptions, as to kind of fabric,
yardage, and workmanship. But the collection of retail prices over the years
has necessitated chenges in specifications because of changes in products
available in the retail stores. This was especially true during World War II
when fabrics for eclvilisn products were gcarce. MAverage reteil prices elso
change because of changes in outlets or store ssmple. The ELS tekes changes
in product and changes in outlets into consideration in computing reteil
price indexes for individuel items of cotton producte.

Since averzge retail prices vary from one period to the next because of
changes in product and in outlets when there is no reasl price change, price
indexes give & better indication of price changes than average prices do.
The BLS considers the index series for each item comparable throughout
1935-57 (8).

For purposes of computing price spreasds, retsil price series for indi-
vicual items, 1935-57, were computed by applying indexes to prices in the
base period 1953. An ammual average price for each item in 1953 was obtained
by computing a simple average of BLS prices in each of 10 cities in the 4
pricing periode -- March, June, September, and Cecember — and combining city
averages with weights furnished by the BLS. Prices in 1953 were used zs
bage-period prices because they are more nearly comparesble for the 4 prieing
periode than prices for 1954 and 1955, the only other recent yeers for which
prices have been published. In 1954 and 1955 published prices of some prod-
ucts which changed from one pricing period to the next carried the notation
that change was due to change in outlet sample and that quotetione from
stores common to both the old and the new semples dicd not show a price
change.

Retail Weights

Quantity weights used to compute the total reteil cost of these cotton
products were calculated from family expenditure dete for 1950 collected by
the BLS (10), and from average retail prices of specified producte calculated
for 1950. For example, the eversge family expenditure for work trousers for
men and boys 1€ years old and over was §3.11. The annual average price for
the specified kind of work trousers was $3.40. Dividing £3.11 by £3.40 gives
e quantity weight of 0,915. When weights are calculated in this manner, the

&/ Prices peid by farmers for cotton products are also available, but
these prices are not reported by specification, and items covered are approx-
imately the same as those priced by the BLS,
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expenditure for & class of products, such es work trousers, is carried by the
price of a single product in that class. The expenditure for children's
clothing, ages 2 to 16, was used to compute the weights for boys' and girle!
clothing.

For some items it wms necessary to allocate family expenditure between
cotton and other fibers. For example, 97.5 percent of the expenditure for
bedspreads was estimated to be for cotton bedspreads while only 68.5 percent
of the expenditure for draperies and 5Z.8 percent of that for curtains were
estimated to be for cotton products. 7/

Cotton Equivalente

The quantity of cotton needed for the manufacture of an article of cot-
ton elothing or a household textile item is called the cotton equivalent.
The size of the cotton equivalent depends on the yardage, weight and kind of
fabric, kind of cotton used, and whether it is carded or combed. The BELS
specifies the kind of fabric, weight of cloth, and, for most items, the yard-
age for products for which it reports prices. The grade and staple length of
cotton used for a particular product vary smong mills. But, for these price-
spread calculations it was necessary to choose one particular grade and
staple length for each product. A grade and a staple length were selected
from ranges shown in merket—outlet reports published by the Agricultural
Marketing Service (2, 3, 4).

To compute the cotton equivnlent, the spinning waste and noncotton con-
tent of the fabric must be teken into account. Fectors used for this purpose
are those collected by the Department and used for computing the conversion
factors in comnection with an anslysis of the processing tex program of the
early 1930's (&). According to the Cotton Division of the Department of
Agriculture, a survey in 1947 did not indicate a need for any material change
in these fuctors (9).

Because spinning and combing wastes are salable, some sllowance should
be made for the vulue of byproducts. Although the price of weste does not
alwaye bear the same relation to the price of lint cotton, the estimates of
farm value are not accurate enough to justify estimating a byproduct adjust-
ment percentage each month. A 2-percent adjustment in the farm value was
used for sll carded-yarn itsms and a 10-percent adjustment for combed-yarn
items. §/ There is elso a market for scraps resulting from cutting of gar-
ments, but no allowance was made for this type of byproduct. The value is
emall compared with the value of spinning waste.

_‘I_/ Estimates were based on data published by the National Cotton Couneil
of Americs,

8/ The percentzge for cerded yarn is that used by the Cotton Division
in computing mill margins for 17 constructions of carded-cotton fabriecs;
the 10 percent was estimsted on the basis of gross and net cotton costs to
mills for a limited number of combed-yarn fabrics (1, table 28).
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The following computation for work shirts illustrates the method used to
obtain cotton equiwvalents:

Work Shirt - BLS specifications: Chambray, 3.6 yd. per 1lb., finished
wt.; 30-31 yards per dozen shirts; carded cotton.

Weight of fabric = 3.6 yd. per lb., or 0.278 1b. per yd.
Weight of dozen shirts = 30.5 x .278 = 8.48 1b.
Weight of 1 shirt = 8.48 divided by 12 = ,707 1b.

Waste 16.0 percent; noncotton content, 7.5 percent.

Allowance for 7.5 percent noncotton content: 92.5 percent of the
weight of the shirt, or .707 x 32.5 = .654 1b. of cotton.

Allowance for 16 percent spinning waste: .654 divided by .84 = .78
1b. of lint cotton per shirt.

Mlowance for bagging and ties, estimated at /L percent of the gross-
bale weight of lint cotton: gross weight of lint cotton required is
.78 divided by .96 = .31 1b. 3/

Therefore, quantity of lint cotton recuired for 1 shirt is .78 1lb. net
welght and .21 1lb. gross welight.

Middling 1 inch cotton is assumed to be used for chambray for work
shirts.

Farm Prices

Because cotton of different qualities is used for manufacture of the
household textiles and clothing represented in the retail cost series, prices
received by farmers for specific qualities of cotton are needed to estimate
the farm value of the cotton. The Agricultursl Marketing Service does not
estimate United States average prices received by farmers for cotton by grade
and staple length. However, it publishes monthly averages of daily base
prices and oremiums and discounts in 14 spot (or central) markets designated
by the Secretary of Agriculture ns markets vwhose price quotations are used in
the settlement of futures contracts. Before 1954, averages for staple
lengths of 1-1/16 inches or less were availasble for only 10 central markets,
and only Memphis prices were availsble for longer cotton. 10/ These base

2/ Equivalents are needed on a grogs-welght basis because estimated
prices received by farmers are on that basis.

J._Q/ The 14 designated markets are Greenville, S. C., Charleston, S. C.,
Avugusta and Atlanta, Gsa., Montgomery, Ala., Wew Orleans, La., Little Rock,
Ark., Memphis, Tenn., Greenwood, Miss., Dallas, Houston, Galveston, and
Lubbock, Tex., and Fresno, Calif. The 10 markets were Charleston, Augusta,
Montgomery, New Orleans, Little Rock, Memphig, Dellas, Houston, Galveston,
and Savannah.
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prices together with premiums and discounte for the various gredes and staple
lengths are reported as part of the market news service of the Department of
Agriculture. Prices of specific grades and staple lengths of cotton are cal-
culated from thece buse prices by adding premiums and subtracting discounts.

These central market average prices for specific grades and staple
lengths were used to compute the farm value, with 1/2 cent per pound sub-
tracted as the difference between prices in these central merkets and prices
received by farmers. 11/ The change from 10-merket to li-market averages had
no appreciable effect on estimates of the farm value, as shown by computa-
tions for one season for which both geries were available. Monthly prices
were averaged to obtain quarterly and annusl averages.

Farm Price Weizhts

For each item of table 1 the cotton equivelent wez multiplied by the
retail quantity weizht to obtain the cotton required for menufacture of the
group of products. The quantities of cotton were then totaled by grade and
staple length (table 4).

Table L.—-Fstimated quantities of cotton used in 25 products,
by grade and staple length, 1957

Grade ? Staple length : Quantity
: Inches Pounds
Strict }ﬂddlin‘; PR SR EEEEEE SR 1—1}"32 1.730
MAdIANg o iens 1-1/8 .922
Hidﬂliﬂg ------------ EE BB EEESE 1—3,”3-2 1-13?
lﬂ.ddling sasssEasssseReRERREL NS 1—1‘!;1'-6 1-'?23
I“ﬁ.l:ldling ----------- FEsEBEEEEED 1—1""32 11199
I‘ﬁ.ddliﬂg --------- sasssssnsEE Nt 1 6‘1?-&?
Stﬂﬂ-t L'GH :'ﬁddlim asssnnnmenl 1-1,;16‘ 112'?9
Strict Low MiAALiNg eeeeeessest 1-1/32 7.379
Stric’tLW}ﬁ.dﬂling P 1 2-‘:’55
L{ﬁf }ﬁddlifg ------------ TYET T l-lj"B-z 3-113
LDW Hiddling tmespsneas YT TR 1 ligﬁﬂ
Low MLAdLing ceessssss Caasaiat 15/16 1,248 .
TOLAL sesescnccsssness P —— 30.387

11/ The 1/2 cent per pound was estimeted by specialists of the Cotton
Division, Agricultural Marketing Service, as the approximete aversce dif-
ferential between prices at central merkets and farm disposal pointe.
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COMPARISON WITH PREVIOUS SERIES

Price spreads for cotton products given in this report replace the
series published in Agricultural Informtion Bulletin 4 and Agricultural
Handbook 118. The new series are believed to be an improvement over the
earlier ones. However, long-time trends in the retail cost, farm value, and
farm-retail spread are similar in both the old and the new series.

The new series were developed to make use of retail prices that have
become available in recent years, to maintain better comparsbility in the
retail cost between years, and to improve the estimates of the farm value.
These changes should result in a more reliable trend in the farm-retail
spread.

The retail cost of the new series is expressed in terms of the average
cost of products from 1 pound of cotton, cbtained by dividing the total
retail cost of 25 producte by the number of pounds of cotton required for
their manufacture. The farm value is the average price per pound of cotton
of the kind typically used in the products, after an estimated asllowance for
the value of salable spinning waste. The previocusly published series were
total values for 42 items.

The number of items priced has varled, so that neither series is calcu-
lated from prices of the maximum number of items in all years. The new
series is based on prices of 25 items beginning March 1956 and on prices of
fewer items before that time. In the earlier series 42 items were priced in
1937. The value of the 42 items in that year established the level of retail
cost, but the retail cost in other years was estimated from prices of fewer
items — only 13 in recent years. The additionel items in the list of 25
now priced are not the same as those that had been dropped from the list of
42 items; therefore, the prices had not been included in the earlier series
as they became available.

In making previous estimates of the retail cost, prices of individual
items were used for part of the period; then, during the war when comparable
prices were no longer available, indexes were used. The trend in the retail
cost is believed to be improved by the use of indexes for the entire period.
The retail weights of the current series are from a 1950 survey while those
previously used were from a survey made in the mid-1930's. The current
series contains a larger proportion of household textiles.

Farm prices by grade and staple length were previously estimated by a
rather complicated procedure of adjusting monthly average prices received by
farmers. The use of central market prices simplifies the computation of the
farm value and is believed to give more reliable estimates.
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