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UsS, Tariff Commission,
April 3, 197L.
To the President:

Pursuant to your request of October 31, 1973, 1/ the U.S. Tariff
Commission has conducted an investigation under subsection (d) of
section 22 of the Agricultural Adjustment Act, as amended (7 U.S.C. 62L),
with respect to certain cotton, cotton waste, and cotton products pro-
vided for in items 955,01 through 955.06 of Part 3 of the appendix to
the Tariff Schedules of thé United States. g/ The purpose of the inves-
tigation was to determine whether the annual import quotas for each of
the articles described in items 955,01 through 955.06 may be suspended
without rendering or tending to render ineffective, or materially inter-
fering with, the programs now conducted by the Department of Agriculture
for cotton, or reducing substantially the amount of products processed
in the United States from domestic cotton.

The report of the Commission on the aforementioned matter, includ-
ing its finding and recommendation, is submitted herewith. The informa-
tion contained in this report was obtained from evidence submitted at the
public hearing, from briefs, from other Government agenciés;.énd-from the

Commission's files.,

T7 The Tull text of your letter 1s reproduced in app. A.

?/ Public notice of the investigation (No. 22-37) was issued
November 7, 1973. The notice was posted at the Commission's offices in
Washington, D.C., and in New York City, and was published in the Feder-
al Register of Nov. 13, 1973 (38 F.R. 31353). The public hearing,
scheduled for Jan. 21, 197L, was rescheduled for Feb. 7, 197, at the
request of the Deputy Assistant Secretary of Agriculture; all inter-
ested parties were afforded an opportunity to be present, to produce
evidence, and to be heard.



Findings 1/

~ On the basis of the investigation--

l. The Commission finds (Commissioner Leonard dissenting) that
the imbort quafas on certaiﬁ cotton, cotton waste, and cotton products
as described in items 955,01 through 955.06 of part 3 of the appendix to
the Tariff Schedules of the United States may be temporarily suspended.
without rendering or tending.to render ineffective, or materially in-
terfefing-ﬁith, the programs for cotton now conducted by the Depart-
ment of Agriculture, or‘reducing substantially the amount of products
processed in the United States from domestic cotton.

2. Commissioner Leonard finds that the import quotas on certain
cotton, cotton waste, and cotton products as described in items 955,01
through 955,06 of part 3 of the appendix to the Tariff Schedules of the
United States may be suspended without rendering or tending to render
ineffective, or materially interfering with, the programs for cotton
now conducted by the Department of Agriculture, or reducing substan-
tially the amount of products processed in the United States from do-

mestic cotton.

Recommendations

1. The Commission recommends (Commissioner Leonard dissenting)
that the President issue a proclamation pursuant to section 22(d) of
the Agricultural Adjustment Act, as amended, suspending the import

quotas identified in its finding, effective from the date of said

1/ Vice Chairman Parker and Commissioner Tbung'did not participate
in the decision. ‘
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proclamatior': through the last day of the quotﬁ year endihg in calendar
year 1975 for each of the quota‘s. '

2, Commissioner Leonard recommends that the President issue a
proclamation pursuant to section 22(d) of the Agricultural Adjustment

Act, as amended, suspending the import guotas identified in his finding.



Statement of Chairmean Bedell and
Commissioners Moore and Ablondi
As indicated above by our findings and recommendations, we have

concluded that the import quotas on certain cotton, cotton waste, and
cotton_products may be temporarily suspended through the respective
quota years ending in calendar year 1975 without adversely affecting the
programs>f0r cotton of the Department of Agriculture or the amount of
productsbprocessed in the United States from domestic cotton within the
terms of section 22 of the Agricultural Adjustment Act, as amended.
The principal considerations supporting our findings and recommendations
are as outlined below.

The programs for cotton of the
Department of Agriculture

The programs of the U.S. Department of Agriculture that are of
concern to the Tariff Commission in this investigation are the price-
support programs for Upland cotton and for extra-long-staple cotton.
These programs differ, but they both inclﬁde nonrecourse loans and
direct payments to support the price of cotton to the producer.

Upland cotton.-~Under the current price-support program for Upland

cotton, participating farmers are assigned acreage allotments for each
crop year. Each farmer's allotment represents his share of a national
acreage allotment, which is the acreage determined by the Secretary of

Agriculture to be adequate to achieve a national production goal equal



to estimated U.S. consumpticn aad exports of Upland cotton, adjusted to
assure adeéuate carryover and to allow for market expansion. Producers
may plant as much acreage to Upla..d cotton as they choose, but price
support is extended only to such zotton grown on the producer's alloted
acreage.

As indicated above, price zupmort is extended through nonrecourse
loans and direct payments. rcducers may place Upland cotton under
loan te the Cormodity Credit Corporation (CCC). Such cotton may be
redeemed by the producer by repaying the loan (plus charges), or may
be left in the hands of the CCC in fall payment of the loan. The rate
for nonrecourse loans, which is established by the Secretary of Agricul-
ture for each crop year, is required to be equivalent to 90 percent of
the average world price for a certain grade and staple of Upland cotton. ;/
The national average loan rate was set at 19.5 cents per pound for Mid-
dling l-inch cotton for the 1973 crop and 25.26 cents per pound for the
1974 crop.

The direct payments to farmers for Upland cotton grown on their
allotted acreage are intended to assure that the producerkreceives at
least a minimum price specified in the legislation. If mérkeﬁ-prices
are below the minimum price, payments are made to the producer to make
up the difference. As required by statute, the program for>the 1973
crop also provided, in effect, for a minimum direct payment of 15 cents

ber pound, while the program for the 197h crop does not provide for

l/ Loan rates are determined for other grades and staples of cotton
in relation to the loan rate for Middling l-inch cotton.
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such #Minimum payments. As a consequence, producers received the min-
imum direct payment of 15 cents per pound for the 1973 crop of Upland
cotfon grownlon their allotted acreage, even though market prices
exceedéd'the statutory minimum price. The Department of Agriculture
expects to make no direct payments for the 1974 crop of Upland cotton
because average market prices are expected to be above the statutory
target price. The target price fixed by the statute for the 1974 crop
(38 céﬁts per pound) will remain the same for the 1975 crop, but then
will be adjusted for the 1976 and 1977 crops to reflect changes in
costs of production and a%erage yields.

Extra-long-staple cotton.--Under the current program for extra-

long-staple cotfon, producers are assigned acreage allotments for each
crop year on the basis of marketing quotas (which must be approved by
producers). The amount of the marketing quota is required to be‘equal
to estimated domestic consumption, plus exports, and minus imports; the
‘total is to be adjusted to assure adequate carryover. The national
allotmenﬁ represents the acreage required to produce an amount of extra-
long-staple cotton equal fo the marketinglquota. Unl)ike the program for
Upland cotton, producers who plant acreage to extra~-long-staple cotton
in excess of their acreage allotment are assessed penalties—~currently
50 percent of the parity price or 50 percent of the support price for
extra~-long-staple cotton, whichever is higher.

As with Upland cotton, price support for extra-long-staple cotton

is extended through nonrecourse loans and direct payments. Loans are



handled by CCC inlthe_same manner as those for Up}and cotton. The loan
rate established by the Secretary of Agricultﬁre is reqﬁired to be equiv-
alent to not less than 50 percént nor more than 100 percent in excess of
the loan rate established for Middling l-inch Upland cotton. The 1973
loan of 38.20 cents per pound was set at the maximum level. 1In addi-
tion, direct payments are provided which, together with the loan, shall
be not less than 65 percent nor more than 90 percent of parity. While
loans are offered for the total crop, direct payments are made only for
cotton grown on a national acreage that is equal to no more than the
1966 national acreage allotment. The payment rate for 1973 was 16.01
cents per pound, which when added to the loan, was equal to 65 percent
parity on February 1973--the minimum required by law. The 1973 payments
were made on 69.1L4 percent of the farm allotment. The mechanics of the
1974 program are identical to the 1973 program in all respects except
that the loan rate is 49.72 cents and the payment rate is 10.86 cents

per pound.

The supply and demand situation through mid-1975

Currently the United States is experiencing tight supplies of
Upland cotton. The 1973 crop of Upland cotton was some 700,000 béles
below the harvest of the previous year. Disappearancerof Upland cotton
(consumption plus exports) during the current season (1973-Tk) is ex-
pected to exceed domestic output by some 200,000 bales.

Stocks of Upland-cotton, which have been declining for somé years,

are at a level considered as the bare minimum necessary to meet annual



domestic requirements and export needs. Present Government-owned stocks
resulting from the price-support programs for cotton are nil. Some
grades and sfapieg qf Upland cotton are in exceedingly short supply due
to flood damage tc the 1973 crep in the Mississippi Delta. The 1973
crop of cotton stapling from l-inch to 1-1/16 inches, for example,
amounted to only L4 percent of the total domestic Upland crop, compared
to 55‘percent the previous season.

Market‘prices for cotton have remained well above both the loan
levels and the statutory price governing direct payments throughout the
1973 crop year. For exampie, the average spot market price for Middling
l-inch cotton for the August-December 1973 period averaged 62.87 cents
per pound; the average loan rate for this grade and staple for the 1973
crop year was 19.5 cents per pound, and the-sfafutory goal for direct
payments was to achieve a total price of 49.37 cents per pound.

Similar conditions exist with extra-long-staple cotton, which
accounts for less than 1 percent of the production of cotton in the
United States. Production of extra-long-staple cotton during 1973
amounted to 79,200 bales, some 17 percent below production during 1972.
Stocks of 59,600 bales on August 1, 1973, represented the smallest
beginning carryover since 1957 and the domestic supply of extra-long-
staple cotton during the 1973 crop year is the lowest since 1948. Off-

take (consumption plus exports) during 1973 is expected to amount to

about 100,000 bales, which is about the same as the previous year. The

1973 crop, plus estimated imports of 20,000 bales, will about equal
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offtake, while carryover at the end of the season will be virtually
unchanged. éovernment-owned stocks of extra-long-staple cotton are
nil. Prices for extra-long-staple cotton during thé 1973 crop year
have remained well above the loan rate and price-support goal.

Qutlook for Upland cotton.--Information on the present planting

intentions of U.S. farmers indicates that the acreage planted for the
1974 crop of Upland cotton will be nearly 18 percent greater than that
of the 1973 crop. If the high yields per acre of 1973 are equaled,
167L production will be close to 15 million bales--an output substan-
tially above that of recent years. However, if yields should fall to
unusually low levels because of weather conditions or other factors,
production would be only slightly above the 1973 level of production
(13 million bales).

Demand for Upland cotton is not expected to increase significantly
during the crop year beginning August 1, 19T4 above the requirements of
the present crop year. There are indications that cotton may expand its
share of the U.S. fiber market and that domestic consumption of cotton
may increase. Recent feports, for example, indicate that textile man-
ufacturers are including larger amounts of cotton in blendédAfabrics as
shortages of polyester staple fiber become more severe. Foreign demand
auring the next crop year is also expected fo remain strong. .This op-

timistic outlook for demand next season must be tempered by reports of

increasing consumer resistance to higher prices and the possibility of
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a textile slowdown. The Department of Agriculture is predicting little,
if any, change in offtake of cotton next year.

Pfoduction‘in the foreign non-Communist countries in the 1972 crop
year was i.O million bales less than consumption in those countries. In
the current (1973) crop year, consumption is expected to increase by
about 1.5 million bales, while production is expected to increase only
slightly. Thus, consumption in those countries in the 1973 crop year
will proﬁaﬁl& exceed production by more than 2 million bales. The
Communist céﬁntries as a group are net importers of raw cotton, and
apparently will remain so. Furthermore, foreign importing countries
are expected to maintain larée stocks in anticipation of short supplies.
Evidence available to the Commission indicates little opportunity for
large shipments of cotton to the United States through mid-1975.

Indeed, U.S. merchants may have difficulty obtaining adequate quantities
abroad of certain grades of cotton required by the domestic industry
during this period.

Outlook for extra-long-staple cotton.--The acreage allotment for

extra-long-staple cotton for the 1974 crop &ear is unchanged from last
year. The level of the loan available to cooperating producers will
increase by 11.5 cents. Under the current program, producers generally
receive direct payments for cotton grown on acreage equivalent to their
allotted acreage in 1966 (about 69 percent of the 19Thk acreage allot-
ment). This limitation on payments has apparently discouraged full

planting of the allotment for the 19TL4 crop (as it has in the past)

10
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because the Départment.bf Agriculture has annouhcedlthat ﬁroducers
intend to plant only 3,600 acres more in the 19Tk crop year than in

the previous year. This would indicate that the 1974 crop will be
about the same as that of the 1973 crop. Thus, the tight supply for
extra~-long-staple cotton will undoubtedly extend through mid-1975.
Continued tight supplies in foreign countries, coupled with an expected

strong demand abroad, will divert any large influx of imports through

1975.

Situation beyond mid-1975

In our view, there are several reasons why we do not think that we
should take any action now to suspend the import quotas on certain cot-
ton, cotton waste, and cotton products beyond the end of the quota:years
which end in 1975. First, under the Agriculture and Consumer Protec-
tion Act of 1973, the price-support levels for Upland cotton will likely
rise significantly after 1975. For example, the so-called target price,
which determines thé size of direct payments to farmers, is established
by the legislation at 38 cents for the 1974 and 1975 crops. . However,
as we stated earlier, these target prices for the 1976 and‘l977 crops
will be adjusted to take into account chénges in prices paid by producers
and changes in production yields. The result will undoubtedly be an
increase in the target price as producers continue to face increasing
costs for factors of production. Likewise, the loan level, which re-

flects prices of American cotton in world markets during the 3 previous

11



12

marketing years, will begin to reflect the increases in world prices
over.thelpast several months.

'Segond, éupply and demand factors affecting the world production
and use of cotton in the period beyond 1975 are uncertain, and changes
in them could result in sharp and rapid shifts in cotton prices. Pres-
ently it is uncertain as to what the long-term effect of current high
priCeézagdﬁa suspension of the U.S. import quotas might have on foreign
production of cotton. At the Commission's hearing in this investiga-
tion, for éxample, representatives of the Department of Agriculture
testified that the Department is "not able to anticipate with any de-
gree of certainty changes in events which may take place in the distant
future." 1/ Representatives of the National Cotton Council testified

that "potential but highly unpredictable changes, when coupled with

new currency developments, could quickly meske the United States a highly

desirable market for foreign-produced raw cotton and greatly reduce the
incentive to grow needed cotton in this country." 2/

That market circumstances and price relationships can change with
surprising speed is evidenced by the recent price situation in the U.S.
market. For example, the average spot market price for Middling l-inch
Upland was 27.33 cents per pound in August-December 1972, while it was
62.87 cents per pound in the corresponding period of 1973. The 1972
spot market price was well below the minimum support level of 35.85

cents per pound in that year, and the 1973 spot market price was far

1/ Transcript of Hearings, Inv. No. 22-37, February T, 1974, p. 20.
2/ Transcript of Hearings, Inv. No. 22-37, February T, 1974, p. 77.

12
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above the minimum suppoft level of 49.37 cents per ﬁound in thaf year.
The price changes for extra—long-étaple cotton were even greater. For
example, the spot market price for grade 2, 1-T/1l6-inch cotton was 48.7k
cents per pound in February 1973, and $1.25 per pound in February 197k.
Thus, the February 1973 price was well below the loan rate plus direct
payment for that crop year (51.35 cents) while the February 19Tk price
was far above the loan rate plus direct payment (54.21 cents).

The current import gquotas imposed under section 22 to prevent
interference with the price-support programs of the Department of Agri-
culture restrict not only imports of certain raw cotton but also those
of "spinnable cotton waste" and "cotton products processed but not
spun." The quotas on such waste and cotton products prevent avoidance
of the quota on raw cotton by shifts in trade from the raw cotton to
the other products. We have recommended that all of the quotas should
be susﬁended during the period we have specified, but that all of them

should again be made effective when the period of suspension has ended. ;/

Conclusion

In view of the foregoing, we conclude that the import quotas on
certain cotton, cotton waste, and cotton products may be temporarily
suspended until the end of the respective quota years in calendar year

1975 without rendering or tending to render ineffective, or materially

;/ Commissioner Ablondi agrees with his colleagues that the import
quotas in question may be temporarily suspended under the terms of
section 22 of the Agricultural Adjustment Act, as amended. He further
believes that the U.S. Tariff Commission should undertake an investiga-
tion before the suspension of the import quotas would end to appraise
market conditions at that time, and make such findings and recommenda-
tions with respect to the quotas as it then deems appropriate.
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interfering with, the programs for cotton now conducted by the Department
of Agriculture, or reducing substantially the amount of products proc-

essed in the‘United States from domestic cotton.

14
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Statement of Commissioner Leonard

I concur with my colleagues that the suspension of the import quotas
on certain cotton, cotton waste, and cotton products would not adversely
affect programs for cotton of the Department of Agriculture or reduce
substantially the amount of products processed in the United States from
domestic cotton, within the terms of section 22 of the Agricultural
Adjustment Act, as amended. I generally agree with the reasons given by
my colleagues in support of their decision that the quotas can be sus-
pended. Further, I have included later in this statement a quantitative
analysis of the estimated effect of suspending the import quotas on
domestic prices and production of Upland and extra-long-staple cotton.

I do not concur with my colleagues that the suspension of the im~
port quotas on certain cotton, cotton waste, and cotton products’should
extend only to a time certain, i.e., to. the end of the res@ectiye‘quota
years in 1975. Rather, I have concluded that, within the terms of the
statute, the quotas_shbuld be suspended without time limit. Such indef-
inite suspension of the quotas would not, of course, preclude their
reimposition at some future time should circumstances warrant.

They should not be reinstituted, however, until conditions hévé so
changed that quotas on imports would be required to carry out the

purposes of section 22 of the Agricultural Adjustment Act, as amended.

Such changed conditions, moreover, must be evident or predictable;

15
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uncertainty about future circumstances or speculation about possible
changes is not enough. In my view, the evidence available to the
Commission in the instant investigation gives no indication that
circumsténces that ﬁould warrant the reinstatement of the quotas are
likely to arise by the third quarter of 1975 (the time of year when

the quota years,terminate). In the absence of persuasive evidence that
the conditions existing or anticipated at that time would warrant the
impositisn~6f quotas under section 22, there can be no reason to
reinstate tﬁé present quotas automatically. Therefore, I find that the
import quotas on certain cotton, cotton waste, and cotton products as
described in items 955.01 through 955.06 of part 3 of the appendix to
the Tariff Schedules of the United States may be suspended without
rendering or tending to render ineffective, or materially interfering
with, the programs for cotton now conducted by the Department of
Agriculture, or reducing substantially the amount of products processed
in the United States from domestic cotton, and I recommend that the
President issue a proclamation pursuant to section 22(d) of the Agri-
cultural Adjustment Act, as amended, suspending the import quotas

identified above.

Quantitive analysis

As indicated earlier, I am including herewith a quantitative
analysis of the estimated effects of suspending the import quotas on
domestic prices and production of Upland and extra-long-staple cotton.

This material was prepared by the Commission's staff for the use of the
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Commissioners in the investigation.

Upland cotton.--In the United States, domestic production almost

always exceeds domestic comsumption by a substantial margin, and in most
years the United States is the world's largest exporter of Upland-type
cotton. During the crop years 1968-T3, for example, U.S. production of
Upland cotton exceeded mill consumption by an average of 3.5 million
bales per year, and U.S. exports averaged 4 million bales per year.
During each year of this period, imports of Upland-type cotton (includ-
ing the harsh Asiatic cottons not under quota) amounted to less than 1
percent of annual U.S. mill consumption of Upland cotton. This situa-
tion is not expected to change in the forseeable future.

According to representatives of the U.S. Department of Agriculture,
data and circumstances for Upland cotton during the 19T4 crop year are
as follows:

(1) A survey in January 1974 of cotton growers' intentions to
plant showed that farmers plan to plant 14.5 million acres
of Upland cotton for the 1974 crop year.

(2) It is estimated that U.S. consumption of cotton during
the 1974 crop year will be 7.8 million bales; about
7.7 million bales will presumably consist of Upland
cotton, with the remainder consisting of extra-long-
staple cotton. :

(3) It is estimated that, based upon future commitments,
exports of Upland cotton during the 1974 crop year
will amount to about 5.5 million bales.

If 14 million acres are harvested and average yields are obtained

(about one bale per acre), production of Upland cotton in crop year 197k

will be about 14 million bales. Estimated consumption and exports will

amount to 13.2 million bales; 0.8 million bales will be added to stocks
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for consumption or exportation at some future time. Thus, production
will.again substantially exceed consumption in crop year 1974, and
exports will‘ie substantial. Because of tight supplies of cotton
abroad expected during the 1974 season, imports.of Upland-type cotton
(even without quota restrictions) will céntinue their relatively minor
role, mostly as a residual source of supply for certain varieties and
qualitiés_ndt available in sufficient quantities.from damestic
sources..

Sincé 1966, domestic prices for Upland cotton have been approxi-
mately the same as world market prices. Although both domestic and .
world prices for cotton have reached record heights in recent months,
there has been no appreciable price incentive for foreign suppliers to
export to the United States in preference to ofher world markets.
During the first 5 months of the current crop year AAugust—December
1973), the average price received by U.S. farmers for Upland cotton
was about 44 pents per pound, well above the target price of 38 cents

. per pound set for crop years 1974 and 1975. 1In addition, USDA repre-

sentatives testified that forward crop contracts for 1974 were generally

reported to have been made at well above 50 cents per pound.

Given the market situation, there appears to be virtually no
change thgt suspension of the import quotas on Upland-type cotton would
substantially effect domestic prices and production of Upland cotton
during the 19Th4 crop year. Even if, fdr example, imports of Upland-
type cotton {including the harsh Asiatic cottons) reached.250,000 bales

in crop year 19Th--slmost 10 times their average annual level during
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1968-T3--the. result would be an estimated average ﬁrice réducfion of only
about 2 cents per pound; moreover, although total U.S. consumption of
Upland-type cotton would increase under such circumstances, consumption
of U.S.-grown cotton would decline less than 3 percent. ;/ Assuming
production of 14 million bales in crop year 1974, this decline in
consumption would be equivalent to about 1.4 percent of domestic produc-
tion. The immediate effect of any increased imports, however, would
likely be to increase stocks rather than to reduce production during the

1974 crop year.

Extra-long-staple cotton.--The effect on domestic prices and produc-
tion of suspendingvimport quotas is more difficult to estimate for
extra-long-staple cotton than for Upland cotton. The two markets differ
considerably in the relative importance of imports to domestic consump-
tion. Unlike imports of Uplend cotton, those of extra-long-staple cotton
are normally much larger than exports. Whereas the ratio of imports to
consumption is less than i percent for Upland cotton, the corresponding
annual ratio for extra-long~staple cotton has ranged befween 11 percent
and 32 percent since the 1968 crop year. . Thus, even though:thefquqtas
for extra-long-staple cotton have not been fully utilized in reéent
years, imports have a much greater potential impact on domestic prices

and production of such cotton.

1/ These estimates are based on price elasticities of supply of 0.53
and demand of -0.14. The elasticity of demand was developed by J. R.
Donald, F. Lowenstein, and M. S. Simon in The Demand for Textile Fibers
in the United States, ERS, USDA Tech. Bull. 1301, November 1963. The
elasticity of supply was developed by R. C. Barlowe and J. R. Donald for
the foreign free world; see "Analysis of Demand for U.S. Cotton Exports"
in Cotton Situation, CS-252, August 1971, ERS, USDA.
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According to representatives of the U.S. Department of Agriculture,
data and circumstances for extra-long-staple cotton during the 1974
crop year are‘as follows: )

(1) A survey on March 1, 1974, of cotton growers' inten-

sions to plant, showed that fermers plan to plant
88,200 acres of extra-long-staple cotton for the
1974 crop year.

(2) It is estimated that U.S. consumption of extra-long-

"~ staple cotton during the 19Tk crop year will be about
©- © -95,000 bales.

(3) It is estimated that U.S. exports of extra-long-staple

cotton during the 19Th crop year will be about the
same as during the 1973 crop year--15,000 bales.

"If 88,000 acres is harvested and average yields are obtained (about
1 bale per acre), U.S. production of extra-long-staple cotton in crop
year 1974 will be about 88,000 bales. Subtracting exports from produc-
tion leaves 73,000 bales of U.S.-grown cotton for the demestic market.
The difference between the latter figure and estimated consumption in
crop year 1974 would be supplied by imports of 22,000 bales; average
annual U.S. imports of extra-long-staple cotton during the last 5 crop
years were, in fact, 22,000 bales.

Since 1968, domestic prices of extra-long-staple cotton have been
approximately equal to world prices for comparable qualities grown in
foreign countries. Prices for extra-long-staple cotton in world markets
have risen to new record high levels in recent months, reflecting in-
creased world demend and reduced stocks. During the first 6 months of

the 1973 crop year, the price received by U.S. groﬁers of extra-long-

staple cotton averaged $1.30 per pound, far above the average loan zate
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of 49.72 cents per pound set for crop year l97h.'

Any quentitative estimate of the effect on domestic prices and
production of suspending import guotas on extra-long-staple cotton
depends crucislly both upon the equilibrim price that would clear the
market (i.e., equate supply with demand) and upon the levgl of imports.
As one example, it might be assumed that the current average priee of
$1.30 per pound would prevail for the 1974 crop year if imports were
22,000 bales (their average for 1969-T73). If under these market condi-
tions imports should be double the previous average, or about Lk ,000
bales, the increased imports would cause the average price received by
growers to drop to 89 cents (or by 32 percent). 1/ There would be a
corresponding decrease in domestic production (or increase in stocks)
of 19 percent. As another example, it might be assumed that the equi-
librium market price would be $1.00 per pound in crop year 19Thk. If
imports should increase to 66,000 bales (three times the average for
1969-T3, but below preseht quote limitations), the increased imports
would cause a decline to 43 cents per pound in the average price

_ received by growers and a 38-percent.decrease in.domestic production. 2/

1/ These estimates are based upon the same price elasticities of
supply (0.53) and demand (-0.14) as used for Upland cotton.

2/ In the first example the resulting "new" equilibrim price would
still be above the average loan rate. Domestic stocks would incresase,
but they would be held by private concerns; the CCC would not acquire
cotton since the market price would be well above the loan rate. In the
second example, however, the "new" equilibrium price would be balow the
average loan rate. CCC stocks would then increase because farmers would
not redeem their cotton since the market price was below the loan rate.
In both examples the level of imports assumed for illustrative purposes '
is lower than that permitted under existing quotas (about 82,481 bales).
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It should be noted, however, that there are no indications elther
that U.S.;imports of extra-long-staple cotton will increase appreciabl
ih the near future or that domestic market prices will decline substan
tially-—both in the United States and abroad, supplies of extra-long-
staple cotton are tight, demand is rising, and stocks are low. DNor is
there a price incentive for foreigh suppliers to export to the United
Stétes invpreference to other markets, since market prices in the

United States are approximately the same as world market prices.
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Information Obtained in the Investigation

Description and uses

The request pursuant to which this investigation was instituted
specifically makes reference to "the articles presently subject to Sec-
tion 22 quantitative limitations as described in items 955.01 through
955.06 of Part 3 of the appendix to the Tariff Schedules of the United
States." i/ These items include raw cotton (not carded, not combed, and
not otherwise advanced), except harsh or rough cotton having a staple
length under.3/h inch; card strips made from cotton having a staple
length under 1-3/16 inches and cotton comber waste, lap waste, sliver
waste, and roving waste, whether or not advanced; and fibers of cot-

ton processed but not spun.

Raw cotton.--Cotton has long been one of the leading agricultural
crops grown in the United States. 1In recent years the receipts from
the sale of cotton have represented about 5 percent of the farm value
of all crops; the receipts in several States accounted foerne-fourth
or more of the total cash receipts from all crops. Despife the rapid
increase in use of manmade fibers, cotton is still one of fﬁebprincipal

~textile fibers both in fhe,United States and abroad. The market require-

ments for cotton consist of thousands of Separaterﬁses which.may be
grouped into three categories~-apparel, household, and industrial uses.
Almost half of all the cotton consumed goes into apbarel itemé; about &

third, into household items; and the remainder, into industrial products.

1/ The full descriptions of these quotas are included in appendix B.
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The various end uses require different varieties and qualities of
cotton. Quality ;/ is measured.by such factors as staple length, strengt
fineness, and matgrity, which are largely determined by the variety and
quality of seed planted, soil, weather, cultural practices, and insect
damage,_and by harvesting and ginning methods. Cotton may be copvenient]
classed under two broad general categories according to staple length,
nameiy? shqrt-staple cotton (having a staple length under 1-1/8 inches),
and loﬁg-sfaple cotton (having a staple length of 1-1/8 inches or more).
Included ﬁﬁder these broad categories are the two types of cotton grown:
in the United States—-Uplénd and American Pima (formerly known as Americ:
Egyptian). 2/ The Upland type, of which there are numerous varieties,
constitutes all-of the domestically produced short-staple cotton and
most of the long-staple cotton having lengths‘of 1-1/8 inches or more
but less than 1-3/8 inches--commonly referred to as ordinary long-staple

cotton. Most of the American Pima type is of staple lengths 1-3/8 inche

1/ Commercially, the quality of a bale of cotton is determined on the
basis of samples drawn from each bale. The sample is graded by sight
according to its color, amount and distribution of leaf, and ginning
preparation. Grade differentiations (such as Middling, Strict Middling,
Strict Low Middling, and so forth) are based on precise official standar
and staple length is determined by pulling out and comparing a typical
portion of fibers in the sample with official staple types. In additior
instruments have been developed in recent years which can accurately
measure the spinning characteristics of a sample of cotton (e.g., fiber
strength and fineness, length distribution, and maturity).

2/ The term "Upland" encompasses the many varieties of cotton devel-~
oﬁga from strains native to Mexico and Central America which make up
one (Gossypium hirsutum) of four cultivated species. American Pima cot:
ton is one of many extra-long-staple varieties which make up another
species (Gossypium barbadense). The other two species (Gossypium arbor
and Gossypium herbaceum) are not grown in the United States; they inclu
the short harsh Asiatic cottons produced principally in India and
Pakistan. '
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or longer--referred to as extra-long-staple cotton. Upland cotton accounts

for about 99 percent of the cotton produced in the United States.

The short harsh Asiatic varieties of cotton which are imported
from India and Pakistan are too short (1/2 to 5/8 inch in staple length)
to be spun satisfactorily into yarn and are used primarily in absorbent
cotton, filters, shoulder pads, gquilts, and filling material for bat-
ting, and upholstery felts. No cottons of this type are grown in the
United States. Several £ypes of long-staple cotton imported from Peru
possess unique characteristics which adapt them for special uses. Peru-
vian Tanguis has special qualities of strength, length, roughness, and
resilience suited for use in the manufacture of asbestos yarn and molle-
ton fabric for lithograph and multilith machines. Another type of cot-
ton having special characteristics is Peruvian Pima, which is the only
cotton imported in significant quantity under the tariff category "1-
11/16 inches or more" (TSUS item 300.20). There is no domestic cotton
of this staple length. ‘Such cotton takes a beautiful luster when mer-

cerized, making it highly desirable for fine shirtings and dress goods.

Processed cotton fibers.--The vast bulk of the cotton produced is

spun into yarn, which in turn is made into many constructions ofAcloth.
Practically every pound of cotton consumed by the domestic textile indus-
try must pass through one or more intermediate stages in order to be man-
ufactured into yarn. The intermediate products into which the cotton
fibers are formed before the actual spinning into yarn’include-éif for

carded yarn--card laps (picker laps), sliver (card and drawing); and

A-3



A-L

roving; and if for combed yarn, the additional intermediate products
prior to the roving, known as sliver laps, ribbon laps (combed laps),

and comber sli&ér. With rare exceptions the product of each intermediate
stage is éonverted Within the same plant into each succeeding stage until
it becomes yarn. Under ordinary conditions, domestic commerce in any of
the intermédiate_products is unusual.

Staple length is one of the most important properties of cotton
fiber. Généf@lly, the longer fibers produce stronger fabrics. In
addition, longer fibers are usually finer, making possible the produc-
tion of sheer, lightweight fabrics. The bulk of the output of
cotton weaving mills is préduced from short-staple cotton. Generally.,
all fabric woven with carded yarn (not combed) is produced from short-
staple cotton. This would include virtually all of the duck fabric and
most of the print cloth, denims, sheetings, and allied coarse and medium
yarn fabrics (such as twills, drills, sateens, and jeans), and toweling,
washcloth, and dishcloth fabrics. In addition, combed yarns of coaréer
count than number 40's are often produced from short-staple cottons. 1/
Such yarns might be used in certain poplins,lbroadcloths, and shirting
fabrics. Generally, any fabric woven with yarns finer than L40's has
been produced entirely or in part from long-staple cotton,land a fabric
utilizing yarns as fine as number 60's is almost certain to contain

extra-long-staple cotton.

1/ Cotton yarn is numbered according to the number of 840-yard hanks
that weigh 1 pound. Number 1 cotton yarn measures 840 yards (1 hank)
to the pound; number 100 cotton yarn measures 8k4,000 yards (100 hanks)
to the pound, The higher the yarn number, the finer the yarn.
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The chief uses for long-staple cotton are in the production of
combed yarﬁs, which are used in.fine shirtings and dress goods, hosiery,
knit underwear, sewing thread, and percale sheets; It is also used in
several industrial products, such as tracing cloth, typewriter ribbons,
and fine wire-insulation yarns. In general, ordinary long-staple cot-
ton can be used for many of the same products as extra-long-staple
cotton. However, ordinary long-staple cotton is used with some sacri-
fice in quality and where strength, prestige, and appearance are of less
importance than economy of production.

Cotton waste.--Cotton mill waste is a byproduct of the cotton tex-

tile industry, accounting for an average of about 12 percent of the
cotton fibers consumed domestically. ;/ Soft wastes, which represent
about 85 percent of all cotton mill wastes, are produced in the processes
preparatory to spinning. They are often referred to as either spin-
nable or nonspinnable, depending on the feasibility of their being spun
into yarn. Hard mill wastes, which are obtained during and after the

spinning process, include thread and yarn wastes.

Generally, the spinnable soft wastes include card strips, comber
waste (or noils), lap waste, sliver waste, and roving waste. These
five types are obtained after the principal cleaning process and con-

sequently are relatively free of impurities.

1/ The waste content of raw cotton consumed in an individual plant
may vary considerably from this average, depending upon the grade of
cotton used as well as the type of yarn and cloth being produced.
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Spinnable wastes, either alone or blended with raw cotton, may be
spun into coarse yarns, such as carpet yarns, chenille yarns, and yarns
for'use in the manufacture of mops, wrapping twine, clothesline, osna-
burgs,‘and wiping cloths. Without being spun, they are used either
alone or blended with raw cotton or linters in the production of feélts
(or batts) for the mattress, automobile, and upholstery trades, and
for such articles as absorbent cotton, quilting, wadding, and stuffing
for téys,_pillows, and shoulder pads.

The term "advanced wastes'" means those wastes which have been
cleaned, bleached, colored, or otherwise advanced, and includes fibers
recovered by cleaning, cutting, pickering, éarnetting, and similar
processing. It does not include fibers which have been carded, combed,

or similarly processed, or reuseable yarns or threads.

U.S. tariff treatment

The rates of duty currently applicable to imports of cotton, cottos
waste, and fibers of cotton (processed but not spun) from countries

other than those designated as being under Communist control are as

follows:
TSUS Commodity Rate of
item duty

Cotton, not carded, not combed, and not
similarly processed:
300.10 Having a staple length under 1-1/8 inches~----- Free
300.15 Having a staple length 1-1/8 inches or more
but under 1-11/16 inches —-— 3.5¢ per 1b.
300.20 Having a staple length 1-11/16 inches or more-- 1.75¢ per 1b.

Waste and advanced waste, of cotton, and fibers
of cotton processed but not spun:

300. 40 Waste, not advanced —— _— : Free
Other: ,
300.45 Having a staple length under 1-1/8 inches———- 5% ad val.
300.50 Having a staple length 1-1/8 inches or more-- 5¢ per 1b.
: plus 5% ad
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The duty-free status applicable to shorﬁ—stéple cotton (item 300.10)
has continued as originally provided for in the Tariff Act of 1930.
Long-staple cotton {items 300.15 and 300.20) was dutiable under the 1930
act at 7 cents per pound. That rate was originally reduced to 3-1/2
cents per pound, effective July 29, 1942, pursuant to a bilateral agree-
ment with Peru. For cotton having a staple length of 1-1/8 inches or
more but less than 1-11/16 inches (item 300.15), the 3-1/2-cent rate
became effective under the General Agreement on Tariffs and Trade (GATT)
on October T, 1951. ;/ Effective the same date, the rate on cotton
having a staple length of 1-11/16 inches or more (itém 300.20) was fur-
ther reduced to 1-3/L4 cents per pound pursuant to a concession made under
the GATT. There is no history of imports of long-staple cotton from Com-
munist countries; however, should there be imports from such countries,
the statutory rate of T cents per pound would apply.

Computed on an quivaient ad valorem basis, the specific rate of
duty applicable to imports of ordinary long-staple cotton (other than
Peruvian Tanguis) in 1972 averaged 12.8 percent; for Tanguis cotton it
averaged 8.9 percent. The duty on imports of extra-longéstaplevcotton
having a staple length of 1-3/8 inches or more but less than 1-11/16
inches had an average ad valorem equivalent during 1972 of 8.0 percent;
for extra-long-staple cotton having a staple length of 1-11/16 inches

or more, the ad valorem equivalent was 3.8 percent.

l/ The United States has, however, reserved the right to modify or
withdraw that rate during any period when U.S. imports of such cotton
are not subject to quantitative restrictions.
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Nonadvanced cotton waste (item 300.40) was provided for duty-free

in thé.Tariff-Act of 1930, and that tariff status has continued unchanged.
Likewiée, the ad valorem rate of duty (5 percent) applicable to imports
of advanced waste and short-staple cotton fibers processed but not spun
(item 300.45) remains as originally provided for in the 1930 act. The
duty of»5 cents‘per pound plus 5 percent ad valorem on imports under
item 306;50 reflects a reduction (from the original duty of 10 cents
per pound plus 5 percent ad valorem) that became effective January 1,
1948, pursuant to a concession under the GATT. 1/

Imports.of raw cotton (except the harsh Asiatic varieties having
a staple length under 3/L4 inch), certain types of spinnable cotton
waste, and cotton fibers processed but not spun are also subject to
quota restraints pursuant to the provisions of section 22 of the Agri-
_cultural Adjustment Act, as amended. These are the items referred to
in the President's letter. Such quantitative import restrictions

will be discussed in a later section of this report.

1/ Ttem 300.50 is designed to cover principally "fibers of cotton
processed but not spun." It is unlikely that cotton waste with a
staple length of 1-1/8 inches or more would be imported in significant
quantities.
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USDA cotton programs

The Department of Agriculture has provided price-support programs
for Upland cotton and extra-long-staple cotton for many years. Programs
for both types of cotton currently employ nonrecourse loans and direct
payments. In order to be eligible for the benefits that are available
to them, producers must have received acreage allotments from the Depart-
ment of Agriculture; 1/ such acreage is apportioned to farms on which
cotton has been planted or considered as planted in any one of the 3
years immediately preceding the year for which the allotment is deter-
mined. Producers of Upland cotton may plant in excess of their acreage
allotment without penalty; producers of extra-long-staple cotton are
penalized if they plant in excess of their allotted acreage.

Upland cotton.--Farm prices for Upland cotton are supported by

nonrecourse loans and direct payments. Nonrecourse loans afford the
producer an opportunity either to market his crop or to keep it under
loan, whichever is more'advantageous to him. At any time before matu-
ity of the loan the grower may redeem his cotton by paying'off the loan;
he would then be free to sell his cotton in the open market. "Prqducers
would ordinarily redeem cotton whenever the market price is higher than
the combination of the support (loan) pfice, interest plus charges. If
the producer chooses not to redeem his cotton before maturity of the
loan, the nonrecourse character of the loan enables him to transfer
ownership of the cotton to fhe Commodity Credit Corporétion (€CC) in

\

full settlement of the loan.

1/ The farmer's acreage allotment is the maximum number of acres
he can grow if he is to avoid losing the benefits of the farm program,
except that in the case of Upland cotton since 1971 the allotment is
simply used to calculate the amount of government: payments.
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Under the provisions of the Agricultural Act of 1970, the loan
rate for Upland cotton for each of the 1971-73 crops was established
at 90-pefcent'of the average world price for Middling l-inch cotton at
average U.S. locatién 1/ during the 2-year period prior to the crop
year during which the loan rate‘was announced, subject to such adjust-
ments as the Secretary of Agriculture deems necessary to keep U.S.
cotton competitive. Under the provision of the Agricultural and Con-
sumer Protection Act of 1973, the loan rate for Upland cotton for the
1974-77 crops will refleét 90 percent of the average price of U.S.-
produced Middling l-inch cotton 1/ in world markets for the 3-year
period preceding the crop year during which the loan rate is announced.

During each of the years 1971-73, the average of the loan rate for
Middling l-inch cotton was 19.5 cents per pound; for 1974, it has been
set at 25.26, subject to later revision required if the average world
price for American cotton should fall below this level before the begin-
ning of the new crop year. 2/

During the 1971-73 crop years, direct payments to producers of
Upland cotton were required to be at such levels which, when added to
the average spot market price for Middling l-inch cotton during the
first 5 months of the marketing year would be equal to the greater of

(1) 35 cents per pound or (2) 65 percent of parity as of the beginning

1/ In addition, the cotton of this grade and staple was required to
be of micronaire 3.5 to 4.9; micronaire is a test for fineness and
maturity. '

2/ The loan rate for a particular grade and staple of cotton is deter-
mined from»a schedule, of premiums and discounts which are expressed in

cents per pound and either added to or deducted from the loan level
established for Middling 1-inch cotton.
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of the ma;keting year; adjustments were made to reflect proportionately
in the direct payment any increases or decreases in acreage allotments
after the 1971 crop year. The programs for the 1971-73 crops of Upland
cotton also provided, in effect, for a minimum payment of 15 cents per
pound.

The 1973 act established a target price for Upland cotton produced
during the 1974-77 crop years. If the average market price received
by farmers during the calendar year in which the crop is planted is at,
or above, the target price, no payments will be made. If such average
market price is below the target price, eligible producers will receive
payment at a rate equal to the difference between the target price and
the higher of the loan level or such average market price. The target
price for the 1974 and 1975 Upland cotton crops is 38 cents per pound.
For the 1976 and 1977 crop years, the target price will be adjusted to
reflect changes in (a) an index of prices paid for production items,
interest, taxes, and wage rates and (b) changes in average yields.

Benefits are available only to producers of Upland cotton who have
acreage allotments, and payments apply only to cotton produged on acre-
age within the allotments. Loans are available to farmérs with acreage
allotments on total output. Farmers, however, are allowed to plant as
many acres of cotton as they wish without penalty.

Extra-long-staple cotton.--Each fall a marketing quota 1/ is deter-

mined for extra-long-staple cotton to be grown for harvest in the follow-

ing crop year. The amount of the marketing quota is requifed-to be equal

1/ Marketing quotas are designed to limit the acreage of a crop which
can be grown. Technically the cotton marketing quota for a farm limits
the quantity of cotton which the farmer may sell without paying a fine

to the government.
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to estimated domestic consumption plus exports, less imports, adjusted
to assﬁre adequate working stocks. A national acreage allotment is also
calculated represénting the acreage required to produce the quantity of
cotton set by the marketing quota. To be in effect, the marketing quota
must be épproved by at least two-thirds of the voting producers. Produc-
ers who exceed their allotments are subject to penalties on the farms'
excess'pfoduction and may not receive direct payments under the program.
The penalty:is established at 50 percent of the parity price as of a
specified date or 50 percent of the sum of the loan and payment, which-
ever is higher.

The price-support program for extra-long-staple cotton provides
for both nonrecourse loans and direct payments to producers. The loan
rate is required to be at least 50 percent larger than, but not more
than twice as large as, the loan rate for Upland cotton. The loan rate
plus the payment rate may not be less than the support level which may
be set between 65 and 90 ﬁercent of parity. The payment rate is the
amount by which the loan rate is less than the selected support level,
and must be made to producers even when market prices are in excess of
the loan or support level. The 1973 loan rate of 38.20 cents per pound
was the maximum level, and the direct-payment rate of 16.0 cents per
pound was the minimum required by law. The loan rate for the 1974 crop
is 49.72 cents per pound which is the maximum allowed, and the payment

rate is 10.86 cents per pound which represents the minimum requirement.
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Direct payments for extra-long-staple cotton can be made only for
such cotton grown on acreage no larger than the 1966 national acreage
allotment. The 1966 national allotment represented 69.14 percent of
the 1973 allotment; payments on the 1973 crop were thus made on the

output of 69.14 percent of each farm allotment.

Operations under the programs

Upland cotton.--The Agricultural Act of 1970 suspended the market-

ing quota and eliminated the statutory minimum acreage allotment pre-

viously in force for Upland cotton. Acreage allotments were established

beginning in 1971 principally as a means of distributing required support

payments, and total planted acreage has substantially exceeded allotments

in every year. As previously noted, penalties do not apply to produc-
tion of Upland cotton in excess of acreage allotments under the provi-
sions of the 1970 and 1973 legislation.

During 1971-73, the loan rate for Upland cotton was lower than
average farm prices. Direct payments in these yeaars. amounted to 15
cents per pound--the minimum required by‘the 1970 law. Direct payments
to farmers ranged between an annual total of $714 and $819‘hiliionu 1/
Beginning stocks of Upland cotton in the 1971 to 1973 period were below
4.3 million bales, well below such stocks of any year since 1952. 1In
1971-73, stocks owned by the CCC were nominal. Stocks of Upland cotton

currently owned by CCC are nil.

~ 1/ Direct payments during each of the 1971-73 crop years for Upland

cotton were limited to $55,000 to-each_person; beginning with the 1974
crop year, the annual limitation will be $20,000 per person under the
combined wheat, feed grains, and Upland cotton programs.
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The loan rate for the 1974 crop has been announced at 25.26 cents
per pound, up from 19.5 cents for the previous 3-year period. There
are eXpécted.to be no payménts on Upland cotton under the price-support
program during the 1974 crop year as the average price received by
farmers is expected to remain well above the target price of 38 cents
per pound;

Extra-long-staple cotton.--Since penalties are still provided for

the production of extra-long-staple cotton produced on acreage in excess
of allotments, the amount of planted and harvested acreages have Been
well within allotments. The prices of extra-long-staple cotton to farm-
ers have been supported at required levels through the combined use of
loans and direct compensatory payments. However, as noted, direct pay-
ments are limited to production on acreage only equal to the 1966 allot-
ment. Therefore many farmers have, since 1971, planted somewhat smaller
acreages, but on at least 75 percent of their allotments in order to
protect their acreage history for future allocations. Therefore, produc-
tion has been less than it would have been had the full acreage allot-
ment been planted. This reduction in production, coupled with exports,
has reduced stocks despite the downward trend in mill consumption. The
beginning 1973 carryover of some 60,000 bales was the lowest since 1957.

Stocks currently owned by the CCC are nil.
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The loan rate for extra-long-staple cotton for 1971-73 ranged from
38.20 cents to 38.50 cents per pound; it has been announced at 49.72
for 1974. The direct-payment rate during 1971-73 ranged from 12:69
cents to 16.01 cents per pound; total annual payments were between $4.6
and $5.8 million. For 1974, the direct-payment rate has been set at
10.86 cents per pound. The sum of the loan rate and the direct-payment

rate will be 60.58 cents per pound, compared with 54.21 cents per pound

in 1973; both reflected 65 percent of parity at the time of announcement.

Section 22 quotas

Raw cotton quotas.--All types of raw cotton except the harsh

Asiatic cotton having a staple length under 3/4 inch are subject to
quantitative import quota restrictions pursuant to the provisions of

section 22 of the Agricultural Adjustment Act, as amended.
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The annual quotas are applicable according to staple-length groups
as follows (in pounds): 1/

' Upland—éype cotton having a staple
"length under 1-1/8 inches (total
country quOtas)-—------cmmmm oo 14,516,193

Long-staple cotton, 1-1/8 inches
- and longer (global quota):
Harsh or rough cotton (except
cotton of perished staple,
grabbots, and cotton pickings)
"white in color and 1-5/32
inches or more, but less than
1-3/8 inches in staple length 1/--- 1,500,000
Other cotton, 1-1/8 inches or
more, but less than 1-3/8 inches

in staple length 2/--c-eecocoooooo. 4,565,642
Cotton, 1-3/8 inches or more in
staple length 3/--------ccoocmano- 39,590,778
Total, long-staple cotton-----=-ccmeeocaa - 45,656,420

1/ Applicable to Peruvian Tanguis cotton.

2/ Applicable to ordinary long-staple cotton, other than Peruvian
Tangu1s

3/ Applicable to extra-long-staple cotton.

Since 1939, imports of short-staple Upland cotton (under 1-1/8 inches

in staple length) have been limited by a quota which has remained

1/ Since the original proclamation in 1939, import quota limitations
have been suspended for (1) American cotton exported from the United
States and returned under certain conditions and (2) commercial
samples of cotton (if in specified packing); in addition, the annual
quota of 689 pounds for French Africa (other than Algeria, Tunisia,
and Madagascar) has been discontinued (U.S. Tariff Commission, Tariff
Classification Study, Schedule 8, 1960, pp. 125-126).
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basically unchanged to fhe present time. 1/ The totél quantity of 14.5
million pounds (about 30,000 bales) is allocated among some 22 countries
which now represent virtually the same geographic areas designéted in
the original proclamation of 1939. The quota is recurrent for the quota
year beginning each September 20.

The total annual limitation on long-staple cotton, amounting to 45.7
million pounds (about 95,000 bales) has vemained the same since its incep-
tion in 1939.. Application of the quota has, however, been changed from
time to time. Beginning December 19, 1940, imports of extra-long-staple
cotton having a staple length of 1-11/16 inches and longer were excluded
from quota restriction, but by legislation they were again made subject
to the quota beginning May 28, 1956. 2/ Originally the import quota on
long-staple cotton was allocated by country of origin. Since 1942, how-
ever, the quota has been applied on a global basis. The quota year for
long-staple cotton originally began each September 20; it was changed to

February 1 in 1950; since 1956 it has begun August 1 of each year. Since

1/ The original quota specifically excluded harsh or rough cotton less
than 3/4 inch in staple length and chiefly used in the manufacture of
blankets and blanketing. By 1946, there was some doubt as to whether
the chief use of this cotton was still for blankets and blanketing.
Therefore, an amendment in February 1947 excluded all harsh or rough
cotton less than 3/4 inch in staple length from the provisions of the
original proclamation, and a separate annual quota of 70 million pounds
was established on this cotton, regardless of use. This quota was in
effect from Sept. 20, 1946, through Jan. 28, 1958.

2/ Public Law 540, 84th Cong., sec. 202(a), approved May 28, 1956, (70
Stat. 188). In addition to reapplying the import quota to cotton having
a staple length of 1-11/16 inches and longer, the legislation directed
that the quota year for all extra-long-staple cotton be changed '"to
.conform to normal marketing practices and requirements." Presidential
Proclamation No. 3145 therefore designated Aug. 1 as the beginning of
the quota year for such cotton.
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August 1, 1958, the overall limitation on long-staple cotton has been
subdivided into three categories--Tanguis cotton, other ordinary long-
staple cotton, and extra-long-staple cotton. 1/

Cotton waste quotag.--Imports of certain types of spinnable cotton

waste (card strips, 2/ comber waste, lap waste, sliver waste, and roving
waste) haVe been limited on a country-quota basis since Septembér 20, 1939
The total annual quota begins each September 20 affd amounts to 5,482,509
pounds.’ Ofithis, 3,199,770 pounds are allocated to seven countries for
comber waste (reserve subquota) resulting from the processing of cotton
having a staple length of 1-3/16 inches or more. 3/ The remaining
2,282,739 pounds (unreserved subquota) can be filled on the country-
quota basis by imports of any of the five quota types of waste, including

the type of comber waste under reserved subquota.

The quota allotments to the United Kingdom (both reserved and unre-
served, amounting to 4.3 million pounds) exceed those of all other coun-
tries combined. Japan is allotted the next largest quantity (342,000

“pounds); Canada and France have allotments of 240,000 and 227,000 pounds,
respectively. Each of the remaining nine specified countries have allo-
cations of less than 100,000 pounds. Imports of the quota-type cotton

wastes are barred from any source except those listed under item 955.05.

1/ Presidential Proclamation No. 3251, dated July 7, 1958.

2/ Card strips made from cotton hav1ng a staple length of 1-3/16 inche
and longer have been excluded from quota limitations since 1942.

3/ Originally card strips from cotton 1-3/16 inches and longer were
de51gnated as part of the reserved portion of the quota; their elimina-
tion from quota restriction since 1942 has left only comber waste as par
of the reserved subquota.
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Quota on card laps, sliver, roving, etcetera.--A global import quota

of 1,000 pounds annually was established effective Sepfember 11, 1961,
under the authority of section 22 on cotton products (except cotton
wastes) produced in any stage preceding the spinning into yarn (Presiden-

tial Proclamation No. 3428, T.D. 55481).

U.S. producers

The number of cotton-producing farms in the United States has
dropped dramatically from the 1964 level of 324,000 to about 273,000
in 1973. The regional distfibution, however, has remained relatively
constant. The table below, which lists the relevant statistics for
1973, shows that although the Delta region accounts for the largest
number of farms (44 percent), it is the second largest in total acreage
harvested (28 percent) and in production (31 percent).

Upland cotton: Number of farms, acreage harvested, and estimated
production, by regions, 1973

Acreage : Estimated
Regi Farms harvested ¢ production
egion 1/ . : 1,000 - : :

. Number ;Percent; aéres ;Percent;Quantity ;Percent

1,000

bales:
West----=—c-===- : 9,865 : 4 : 1,404 : 11 : 2,579 : 20
Southwest------- : 90,945 : 33 : 6,041 : 49 : 5,139 : 39
Delta----------- : 120,549 : 44 3,510 : 28 : 4,125 : 31
Southeast------=~ : 51,714 : 19 : 1,416 : 12 1,280 : 10
Total------- : 273,073 : 100 : 12,371 : 100 : 13,123 : 100

1/ The West includes the States of California, Arizona, New Mexico,
and Nevada; the Southwest includes Texas, Oklahoma, and Kansas; the
Delta includes Missouri, Arkansas, Tennessee, Mississippi, Louisiana,
I1linois, and Kentucky; and the Southeast includes Virginia, North
Carolina, South Carolina, Georgia, Florida, and Alabama.

Source: Compiled from statistics of the U.S. Department of
Agriculture.
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The West and the Southwest, when combined, account for well over
half the total harvested acreage and production. The West, with only
11 peréent of the cotton acreage, produced about 20 percent of the
total crop'in‘theVUnited States. The Southeast, on the other hand;
with 12 percent of the cotton acreage, produced slightly less than 10
percent of the harvested crop.

Extra-long-staple cotton is produced almost entirely in the South-
west and West where the hot, dry weather conditions are more suitable
to the Egyptian and Peruvian strains. In addition, the concentration
of the farms producing such cotton results from their accessibility to
the specialized ginning necessary to preserve the fine texture and

strength of the fibers.

U.S. consumption

Raw cotton.--During 1946-59, annual U.S. mill consumption of raw
cotton ranged between 8.0 million bales and 10.1 million bales and
averaged 9.1 million bales. 1/ Two periods of high demand were evident
during the period; the first, following World War II, and thé second,
during the Korean war. In both periods, peak annual mill consumption

of raw cotton exceeded 10 million bales.

1/ Throughout this section, the data are for calendar years; quanti-
ties are reported in bales of 500 pounds each, gross weight (equiva-
lent to 480 pounds, net weight).
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The table below shows U.S. mill consumption of raw cotton during

1960-73:
Raw cotton: U.S. mill consumption, 1960-73
Year f Quantity f Year f Quantity
1,000 : : 1,000
bales : : bales
1960--==m—mcmmmem e : 8,731 : 1967--------------"--- : 9,215
196l----=cmmmmme e : 8,503 : 1968--------c-c-co--- : 8,639
1962------- B e e P : 8,725 : 1969-------cccmmce-—- : 8,194
1963------ccmcmmemm e : 8,417 : 1970--=-----cccmeuun-- : 7,949
1964----ccccocccemee - : 8,843 : 1971-----mmmommmmmeeo : 8,221
1965-----ccccmcceee - : 9,328 : 1972--ccccmcmmcee e : 8,003
1966-~-=r--mrecncccccaaxn : 9,647 : 1973 (estimated)------ : 7,604

Source: Compiled from official statistics of the U.S. Department of
Agriculture.

During 1960-63, mill consumption of cotton averaged about 8.6 million
bales, never deviating more than 200,000 bales from the average. During
this period, the Department of Agriculture maintained the domestic price
above the world price as part of its support program for raw cotton.

In 1964, however, the Department of Agriculture modified its price-sup-
port program in a manner that allowed the domestic price of Upland cotton
to mills to decline (during 1964-66) to the world price. Moreover, con-
sumption of raw cotton was spurred in the mid-1960's by military réquire-
ments of the Vietnam war. Consequently, mill consumptioﬁ of raw cotton
peaked in 1966--amounting to 9.6 million bales. During 1967-68, military
requirements lessened, with a resultant decline in mill consumption.
Since 1968, annual mill consumption of raw cotton has deClined»irfggu—

larly at an average annual rate of 2.5 percent.
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Extra-long-staple cotton.--The decline in mill consumption of extra-

longfstaple cotton has been dramatic. U.S. mill consumption declined
steadily from 142,600 bales in 1965 to 95,100 bales in 1971 (fig. 1).
Consumption roseAiﬁ the 1972 crop year to 99,200 bales but is estimated
to have declined again during 1973 to 95,000 bales. For the most part,
the steady decline in mill consumption of extra-long-staple cotton during
the crop years 1965-71 reflects a substitution of manmade fibers for
these e*tfailong natural fibers. In 1970-72 extra-long-staple cotton
accounted for an average of 1.2 percent of the mill consumption of all
types of cotton.

Fiber competition.--In recent years cotton farmers have faced a

declining domestic market for their product. Whereas average annual
consumption of raw cotton in 1960-73 was 6 percent below that in 1946-57,
average annual consumption of all fibers was 41 percent greater. Thus

it is apparent that cotton did not benefit from the enlarged total mar-
ket for textiles resulting from increased population and expanded
incomes, especially during the 1960's. On a weight basis, cotton
accounted for 64.6 percent of all fibers consumed by textile mills in
1960, whereas in 1973 the cotton's share accounted for had declined to
an estimated 28.9 percent (table 1). The decline contrasts sharply with
the increase in total fiber consumption from 6.5 billion pounds in 1960

to an estimated 12.6 billion pounds in 1973; manmade fibers' share of
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Figure l.-"-Ebctre.—long-staple cotton: U.S. production, consumption
foreign trade, and beginning stocks, crop years 1965-73
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total fiber consumption rose from 28.9 percent in 1960 to an estimated

69.7 percent in 1973 (derived from data in table 2). On a yardage basis,

the contrast.is even more striking. Since yardage of fabrics produced
from a pound of marmade fiber is, on the average, about 50 percent
greater than the yardage of similar types produced from a pound of cot-
ton, cotton's'share of the market for the total output of U.S. textile
miils (measﬁred in yards) declined to an even greater extent than that
indicated above.

The versatility and variety of manmade fibers largely accounts for
the relative and absolute decline in consumpfion of raw cotton and, to
ailesser extent, of silk and flaxe On a weight basis, consumption of
manmade fibers more than quadrupled in 1960-73, rising from 1.9 billion
pounds to an estimated 8.8 billion pounds (table 3). Part of the
increase in consumption of manmade fibers resulted from new and expandec
markets for such materials, some of which were not suitable outlets for
natural fibers, primarily because of their physical characteristics. T
other situations, cotton has been replaced by manmade fiBers either in
whole or in part. For example, in the manufacture of tire cord, where
manmade fibers have replaced cotton almost entirely, cotton growers hav
lost an annual outlet which at one time amounted to more than 7 million
bales. The use of cotton blends also has reduced the use of cotton in

a wide range of apparel where permanent press characteristics are more

desirable.
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During 1965-72 the share of total fiber‘consumptioh accounted for
by cotton declined in all major uses--apparel, household, and industrial
(table 3). The greatest loss to raw cotton occurred in household uses,
where cotton's share declined by 19 percentage points, despite a rise of
S0 percent in total fiber consumption for such uses during 1965-72. In
absolute terms, consumption of raw cotton in household uses declined
from 3.0 million bales in 1965 to 2.7 million bales in 1972, while con-
sumption of all textile fibers rose from 6.4 million bales in 1965 to
9.6 million bales in 1972. Losses occurred in such uses as blanketing,
curtains, filling materials for mattresses, rugs and carpets, and bed
sheets.

Similar, though less dramatic, losses occurred in the apparel
category. With a 6-percent increase in total fibers consumed for apparel
uses, cotton's share in such uses declined 16 percentage points during
19€5-72. In absolute terms, consumption of raw cotton for apparel uses
declined from 4.5 million bales in 1965 to 3.4 million bales in 1972,
despite a rise in consumption of all fibers from 7.9 million bales in
1965 to 8.4 million bales in 1972. |

Cotton lost the least, in both relative and absolute terms, in
industrial uses. As a share of the total fibers consumed for such pur-

poses, cotton's market share declined 2 percentage points during 1965-72.

During this period, the amount of cotton consumed annually for industrial

purposes averaged about 1.4 million bales. In 1966 and 1967,'it'amounted

A-25



A-26

to 1.7 million and 1.6 million bales, respectively, and then declined
to l}é million.bales in 1971 and 1972. For the most part, cotton's
sharerof‘fibef consumptioﬁ for industrial purposes declined during
the 1950's. Since then, cotton consumption has declined at a slower
rate. Cotton lost some of its share of the market in the 1950's, when
demand turned to manmade fiber for tire cord, insulation, hoses,
laundry,andqdry cleaning supplies, and machinery belts.

The decline in domestic consumption of cotton has occurred despite
efforts by the cotton trade to increase or at least maintain its share
of the total domestic markét for fibers. Proﬁotional efforts to impress
the consumer with cotton's natural advantages and to create fashion appea
and thereby combat the glamor of the newer fibers probably contributed
to the ability of cotton to retain a significant, although declining,
share of the fiber market. The efforts to expand cotton consumption are
directed toward several objectives. First, through promotional efforts
the trade has endeavored to retain the position now held by cotton in var
ous markets. Second, efforts have been made to attain new>markets by an
effective research program. However, the cotton trade has been forced
to operate these programs on limited funds. The amount spent for researc

on cotton during 1972 by both Government and private industry was about

$42 million, while that spent by producers of manmade fibers for such

purposes was more than $149 million. Although no clear estimates are
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available on the amdunt of funds spent on promotion of manmade fibers,
it is certainly greater than the $12.2 million spentvto promote cotton.
Beginning in 1967, cotton producers have been assessed $1.00 for each
bale of their pfoduction under the provisions of the Cotton Research
and Promotion Act of 1966 (CRPA), to be used for developing ways of
reducing costs of production and marketing, as well as expanding markets
for cotton. In 1972, $10 millioﬁ was generated under this program.

Cotton waste.--Consumption of cotton mill waste declined from

524 million pounds in 1965 to 420 million pounds in 1972. Much of the
increasing demand for stuffing and upholstery material has been filled
by synthetic fibers and foam rubber because of the relatively inadequate
supplies of cotton waste. The shift to other materials is also due in
part to the lower quality of cotton waste being produced, which contains
a larger share of trash and less usable fiber.

Prior to 1971, spinnable cotton waste--the waste product of primary
concern in this investiéation--accounted for less than 50 percent of
all cotton mill waste consumed. In 1971 and 1972, the share of total
cotton waste consisting of the spinnablé fibers exceeded 50 pércent,
largely owing to an increase in production and an increase in imports.
In general, however, consumption of cotton spinnable waste has declined,
especially during 1966-70 (table 4). Consumption of the spinnable waste

pfoducts, however, rose in 1971 and then declined slightly in 1972. The
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trend in consumption of spinnable cotton waste (as well as in that of all

cotton wasfe products) has generally followed the decline in consumption

of raw cotton:

U.s. production and stocks

Raw cotton production.--Production of raw cotton in the United

States during 1960-73 averaged 12.3 million bales per year (table 5 and
fig. 2), of which about 99 percent consisted of Upland cotton. The
average cotton‘production during 1960-65 was 14.8 million bales, in
comparison with an avérage of 10.5 million bales for the 1966-73 period.
The Food and Agricultural Act of 1965 instituted an acreage diversion
program for Upland éotton. In 1966, production plummeted as land was
diverted to soil-conserving crops; in 1967, adverse weather conditions
resulted in a further decline of output of raw cotton to a record low
point. During 1968-72, however, harvested acreage steadily increased,
and--since 1969, when poor weather inhibited yields--production increased
as well (table 6). Although both harvested acreage and production are
estimated to have declined in 1973, the yield per acre will probably
remain about the same. Flooding in the Delta region during the 1973
crop year reduced harvested acreage and, therefore, production.

Prior to 1966, Upland cotton under 1-1/8 inches in staple length

accounted for at least 95 percent of the raw cotton grown in the

A-28



A-29

U.S. production, consumption, foreign trade,

2,--Upland cotton:

Figure
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United States. Most of the cotton produced in the United States is
between 1 inch and 1-1/8 inches in staple length and is used in almost
allltyﬁes of apparel and household and industrial goods. Cotton less
than 1 inch in stéple length is used primarily for nonwoven fabrics,
stuffing for apparel and furnishings, and fabrics where strength is not
of primary concern. Competing in some uses with the short-staple cotton
is the ordinary long-staple cotton of 1-1/8 inches to 1-3/8 inches. For
the fabric'hills, the choice of fibers depends on whether the advantages
of the stronger yarns produced from long-staple fibers and the enhanced
appearance of the finished‘fabrics outweigh the disadvantages of the
extra costs involved.

Production of Upland short-staple cotton declined substantially in
1966 owing to the initiation of the acreage diversion program of 1965
(table 5). In 1966, short-staple cotton still accounted for 95 percent
of total cotton produced. In 1967, production declined further, and
short-staple cotton lost some of its percentage of the total to ordinary
long-staple fibers, whose share rose from 4.3 percent of total raw cot-
ton production in 1966 to 10.2 percent in 1967 and 16.7 percent in 1968.
Cotton producers during these years were responding to demand pressures
for ordinary long-staple cotton for use in permanent- press appafel,
which requires longer staple cottén to add strength to the fabric and

offset the weakening effects of the new finishes. In 1968 a price gap

between the shorter and longer staple groups developed, resulting in
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a decrease, both relatively and absolutely, in the output of the longer
staple fiﬁers‘in 1969. Nevertheless, long-staple cotton maintained a
higher share of output--7.0 percent and 7.2 percent of total production
in 1969 and 1970--than in the 1960-66 period. Price disparities devel-
oped again in 1970, resulting in a diversion of some short-staple
acreage to lbng-staple production in 1971. In 1972, as demand pressures
for all types of cotton (particularly the shorter staples) became
apparent, output of the shbrter staple cotton surged ahead, with a de-
cline in the production of ordinary long-staple cotton.

Extra-long-staple cotton represented less than 1 percent of the
annual production of all of raw cotton in crop years 1960-73 (table 5).
In 1962 and 1963, production of extra-long-staple cotton increased
steadily to 142,000 bales but declined thereafter to 63,000 bales in
1967. Production rose again to 73,000 bales in 1968 and 1969 but
declined in the 1970 crop year to 53,000 bales (fig. 3). Although
harvested acreage increased in 1970, poor yields inhibited production
in that crop year. Production began to rise in 1971, stabilized in
1972 and probably dropped off by about 17,000 bales in th¢A1973 crop
year, as preliminary data indicate. Muqh of the rise in production in
the 1971 crop year was attributed to greater harvested acreage, as well
as to a substantial increase in yields. Harvested acreage declined

slightly in both the 1972 and 1973 crop years.
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Raw cotton stocks.--Despite the rise in U.S. production of raw

cotton during the last few years, domestic stocks of raw cotton have
noficéably declined, following a marked increase in the_early and
mid-1960's. Beginning‘stocks of raw cotton during 1960-73 are

shown in the following table. During 1960-66 the increasing stocks
(held both by the Commodity Credit Corporation (CCC) and by domestic
mills) reflected a decline in disappearance of cotton, 1/ high produc-
tion IeVeis, and, prior to 1964, a domestic price higher than the
world price for raw cotton. After the production shortfalls of 1966,

Raw cotton: U.S. stocks at beginning of crop years 1960-73.1/

Crop year beginning Crop year beginning :

Aug. 1-- : Quantity : Aug. 1-- : Quantity
: 1,000 : 1,000
: running : ! running
: bales : : bales
1960--=----cmcommcmemeeee : 7,559 : 1967---------c-commeun-t 12,533
1961-----ccmcmcmememeeo : 7,228 : 1968-------c-mmemcoont 6,448
Ly R A ——— : 7,831 1 1969-----c---cemmeomnn- : 6,521
1963----cccmmmmmmeemee o i 11,216 : 1970---------=-------- : 5,760
1964 - cmmmm e : 12,378 : 1971--------cmmemmeeee : 4,252
1965-=-—-mcmcmmm e : 14,291 : 1972----cmmcmmmmemene 3,304
1966-~------ommmeeee e : 16,862 : 1973 (preliminary)----: 3,739

1/ Data exclude cotton stocks sold by the CCC for delivery on Aug. 1.
Includes cotton pooled or owned, loans outstanding, and cotton released
from stockpiles. '

Source: Compiled'from official statistics of the U.S. Department of
Agriculture.

1/ Disappearance equals total supply minus ending carryover. It
includes consumption, exports, and cotton burned or otherwise destroye«
or unaccounted for.
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stocks declined somewhat in 1967; the decline accelerated in 1968
followiné the further drop in cotton output in 1967. After rising
slightly in 1969, stocks have continued to trend downward. Domestic
consumption and exports have exceeded production plus imports at a
rate of about 4 percent (table 7); export demand has been the major
_factor in the continuing decline of stocks in recent years.

U.S. beginning stocks of extra-long-stapie cotton, have been
decreasing in recent years, as figure 1 shows. From 294,500 bales,
or 217 percent of production, in the 1966 crop year, stocks declined
steadily to 62,700 bales, or 66 percent of production, in the 1971
crop year. Despite a temporary rise in stocks in 1972, the general
decline in carryover continued during the 1973 crop year. CCC loan
policies, designed to diminish stocks, contributed to most of the
decline during 1966-71, while increased demand for the longer staple
cottons in 1973 increased downward pressure on carryover in that year.

The effect of the decline of stocks on the market price for cotton
has recently become apparent. In 1960, cotton stocks represented 53
percent of production. The ratio of stocks to production during the
early 1960's and in 1966-67, when production was low, was 176 percent
and 168 percent, respectively. In 1968 this ratio declined dramatically
with the decline in stocks and the rise in production. The ratio con-

tinued to decline to about 25 percent of production in 1972, then rose

to 30 percent in 1973. It has been estimated by industry sources that,
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with the current level of exports and domestic mill consumption,
stocks amountinglto 41 percent of current production are necessary
to meet reﬁuifements»from the beginning of the harvest until the cot-
ton has been ginned and processed. The low ratios in 1972, and 1973,
which refleét demand in excess of production, helped force prices of
raw cotton to record high levels and resulted in late deliveries for
both expofté énd domestic mill consumption.

The shoffages of cotton in staple lengths of 1 inch to 1-1/8 inches
are particularly apparent. It has been estimated that in this category
export commitments have already exceeded available supplies for export.
In order to meet these commitments, it would be necessary to deplete
already low stocks or to delay deliveries to domestic mills. Although
some substitution of these scarce staple lengths for the relatively
abundant cotton stocks of less than 1 inch in staple length and stocks
of more than 1-1/8 inches in staple length is possible, such substitu-
tion results in lower quality goods using the shorter staples and more
expensive goods using the longer staples.

Cotton waste production.--During 1965-72 about 500 million pounds

of mill waste was produced each year in the United States. Production
of cotton mill waste depends not only on the quantity of raw cotton

consumed and the type of textile machinery utilized but also on the
quality of the cotton used. The ratio of cotton mill waste to raw cot-

ton consumed has been about 12 percent since 1965, somewhat less than
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during the 1930's, when it is estimated to have been 16 percent. The
increase in the average quality of cotton, couplgd with improvements
in carding and combing, has resulted in a smaller quantity of waste
being produced.

Certain spinnable soft waste, composed of card strips made from
cotton having a staple length under 1-3/16 inches, and cotton comber
waste, lap waste, sliver waste, and roving waste are of concern to
this investigation since these are the only waste products with a
quota limitation on imports. About half of mill waste is spinnable
and may consist of that in one of the categories above. In 1972, U.S.
mills produced about 230 million pounds of spinnable cotton waste, 15
percent less than the 269 million pounds produced in 1965 (table 4).
The decline in cotton waste produced reflects declining domestic con-
sumption of cotton rather than any technological break-through which
would result in lower ratios of waste to cotton consumed.

Manmade fiber production.--Production and stocks of manmade

fibers, cotton's chief competitor, have been increasing in recent
years. During 1965-72, U.S. production of manmade fibers_more than
doubled, rising from 3.3 billion pounds to about 6.8 billion pounds.
During the same period, U.S. stocks of manmade fibers also more than
doubled, rising from 322 million pounds in 1965 to 715 million pounds
in 1972. The greatest increase in production of manmade fibers came

after 1967, as shown in the following table. Much of the increase in
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Manmade fibers: U.S. production and stocks, 1965-72

Year * Production ° Stocks

Million :Million

pounds :pounds
1965 == e e e e : 3,307.1 : 322
1966= == == mmm e m e e e - : 3,601.8 : 417
1967 === mmmm e e e e : 3,741.4 : 377
1968~ = mmm e e e : 4,823.7 : 524
1969 e e e oo : 5,104.1 : 624
1970 === m o e e e e - : 4,959.4 : 683
e ettt et : 5,685.2 : 656
197 2 m i m e e e e : . 6,750.2 : 715

Source: Data compiled from "Textile Organon."

output of manmade fibers resulted from the displacement of cotton by
manmade fibers in many end uses and from the development of new product
for which the use of cotton is less suitable.

Production of card laps, etcetera.--As noted earlier in this repor

practically every pound of cotton consumed by the domestic textile in-
dustry must pass through carding or combing processes in order to be
manufactured into yarn, and with rare exceptions the product of each
intermediate stage is utilized within the same plant and~converted intc
succeeding stages until it becomes yarn. Consequently, production of
each of these products is the direct result of cotton's being consumed

by the domestic industry on its cotton-spinning system.
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U.S. imports

Raw cotton.--As pointed out previously, nearly all U.S. imports of
raw cotton are subject to quota restrictions. Imports of short-staple
cotton under the section 22 quota have been insignificant in comparison
with domestic production and consumption. Some of the country quotas
have been unworkably small and are not utilized; hence, the quota of
about 30,000 bales has never been filled (table 8). Before 1964, the
prices paid for raw Upland cotton by domestic mills were above the
foreign price level, thus attracting imports from several countries
having larger quota allocations. As the U.S. price of Upland cotton
was allowed to decline toward the world price during 1964 and 1965,
the U.S. market became less attractive to foreign suppliers, and imports
of short-staple cotton dropped from 21,448 bales in 1963 to 5,914 bales
in 1964 and 3,644 bales in 1965. In 1966, however, production fell
after the acreage diversion program became effective, and in 1967 poor
weather added to the decline. Consequently, domestic prices rose,
resulting in an increase in annual imports to 20,000 bales in 1966 and
in 1967. The higher prices continued until 1969, and imports_remained
at correspondingly high levels. During 1970-73, a variety of factors
affected imports of raw cotton. In 1970, imports of short-staple cotton

fell drastically to the lowest point since 1961--644 bales. The decline
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resulted from worldwide shortfalls in production and stocks and a sig-
nificant\rise in prices. Foreign acreage and production increased in
1971;rrésu1tihg in reduced prices and increaéed U.S. imports. Since
the 1971 crop year;‘however, imports have again declined greatly.

Mexico has the largest allocation under the quota for short-staple
cotton and is the largest foreign supplier of this type of cotton to the
United States. The second largest country quota, allotted to India and
Pakistan agéregately, has seldom been filled. No imports have ever been
charged to the third largest quota, allocated to the Republic of China.
The allocation to Egypt ana the Sudan was completely utilized during the
1966 and 1967 quota years but was only partially used in 1968; imports
from those countries have since been negligible.

The import quota for ordinary long-staple cotton, approximately
12,500 bales, also has not been fully utilized (table 9). During the
1961-67 period, imports of such cotton averaged 9,291 bales, of which
about 6.5 percent was of the Peruvian Tanguis types. Before 1963, Mexico
was virtually the only supplier of ordinary long-staple cotton other than
Tanguis. The higher U.S. domestic price at the time attracted foreign
cotton, and Mexico's location provided an easy access to the U.S. market.
During 1964-66, however, there was little price advantage in sﬁipping
Upland-type cotton from Mexico to the United States, and consequently

there were no imports from that country. The 1965 and 1966 quotas on

ordinary long-staple cotton were largely filled by cotton from Egypt.
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During 1967, imports from Mexico again appeared as the domestic market
price for ordinary long-staple Upland rose above the world price. How-
ever, the increases in domestic production of Upland cotton of longer
staples had a depressing effect on prices; consequently, the level of
domestic prices since 1968 for both Upland and Egyptian types has been
less attractive to U.S. importers of ordinary long-staple cotton.

The import quota for extra-long-staple cotton (approximately 82,500
bales) was fully utilized in each year of the 1961-67 period (table 9).
Imports since 1967, however, have been considefably less than the quota
limitations, partly owing to the fact that U.S. prices declined after
1967. Before 1967, Egypt had been by far the most important foreign
supplier of extra-long-staple cotton. During 1967, however, the quota
was partly utilized to import 27,229 bales of Sudanese extra-long-staple
cotton having properties similar to the domestic long-staple Upland types
then in short supply. Imports declined substantially to 17,604 bales in
1969 and then increased to 32,572 bales in 1971. The increase resulted
from a sharp decline in U.S. stocks of extra-long-staple cotton and a
consequent increase in prices. Since 1971, imports have‘de§lined. Un-
like the quota on Upland cotton, that on extra-long-staple cottbn amounts
to about 87 percent of current production.

Cotton waste.--Imports of certain spinnable cotton waste are the

only cotton waste products subject to annual section 22 quota limita- -

tions. Spinnable cotton waste has accounted for less than 1 percent to
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4 percent of the total quantity of imports of cotton waste products into
the United States (import data are shown in tables 4 and 10). These
impofts>of waste have accounted for less than 1 percent of domestic con-
sumption and have been equivalent to an even smaller share of domestic
production since 1966. At their highest level, in 1965, imports of
spinnable'cottqn waste accounted for 1.2 percent of domestic consumption
and were equivalent to 1.1 percent of domestic production.

Thé section 22 quota on card-strip waste under 1-3/16 inches in
staple length, comber waste, lap waste, sliver waste, and roving waste
has been about 5.5 million.pounds. In 1965 only 3.4 percent of the
quota was filled (import data are shown in table 11). By 1972, imports
of these waste products accounted for less than 1 percent of the quota.
The United Kingdom was allocated the largest quota--4.3 million pounds--
but since 1966 it has utilized less than 1 percent of its allocation,
if any. Japan, which was allotted the second highest quota--342,000
pounds--did not ship any spinnable waste to the United States in 1965-73.
The third largest quota--240,000 pounds--was allocated to Canada, which
has continually shipped spinnable cotton waste to the United States,
although less than its allocation.

Certain cotton products.--With an annual total quota in recent years

of oniy 1,000 pounds on imports of card laps, sliver, and roving, such
imports have constituted an insignificant proportion of domestic consump-
tion. In 1969, imports of such cotton products amounted to 625 pounds.
There were no importé of such products‘in 1970-72, but the quota has

already been filled for the 1973 quota year.
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U.S. exports

Raw cotton.--The value of U.S. exports of raw cotton was more than
half a billion dollars in 1971 and in 1972 (table 12). The quantity of
annual U.S. exports, however, fluctuated considerably during 1965-72 and
was 19 percent lower in 1972 than in 1965. In 1973, raw cotton exports
rose by more than 2 million bales to 5.5 million bales. The increase
in exports of raw cotton reflects rising world demand, as well as the
devaluations of the U.S. dollar in 1971 and 1973. Recent contracts with
the Peoplés' Republic of China also contributed to the increase in cotton
exports during 1973.

Since 1965 about 94 percent of aggregate U.S. exports of raw cot-
ton have consisted of short-staple cotton (under 1-1/8 inches in staple
length), a little more than S percent have consisted of ordinary loné-
staple cotton (1-1/8 inches or more but less than 1-3/8 inches in staple
length), and the remainder--less than 1 percent--have consisted of extra-
long-staple cotton (tabie 13). During 1965-70, the composition (by
staple length) of raw cotton exports did not vary much. in 1968, for
example, short-staple cotton accounted for 98 percent of'tdtai raw cot-
ton exports. However, its share fell to.91 percent in 1971 but then
rose to a little less than 93 percent in 1972. Most of the decline in

the relative importance of short-staple cotton derives from a greater
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demand abroad for cotton in the lénger staples for use in permanent
press fabrics. The share of raw cotton exports accounted for by
ordinary loﬁg—staple cotton rose from 2 percent in 1968 to 9 percent in
1971 énd dropéeé to 7 perceﬁt in 1972. Export demand for U.S.-produced
extra—long-staple’cotton has fluctuated widely since 1965, ranging be-
tween~20,000 bales in 1965 to 3,000 bales in 1972. U.S. exports of
extra-long-staple cotton have depended largely on annual levels of
proddétiéﬁ in the major competing countries, such as the U.S.S.R.,
Egypt, and the Sudan. In 1973, exports of short-staple and ordinary
long-staple cotton increased by 76 percent and 98 percent, respectively
and exports of extra-long-staple cotton rose by 32.2 percent (table 13)

Since 1964 Japan has been the largest purchaser of U.S. raw cottor
(table 12). U.S. raw cotton exports to Japan remained relatively con-
stant during 1965-68 at roughly 1 million bales. In 1969, however,
exvorts dropped to about 500,000 bales owing to a decrease in overall
Japanese imports of raw cotton and to a temporary substitution of Mexi
cotton. In 1970, Japanese purchases of raw cotton increased and con-
tinued at the higher level of 700,000 to‘900,000 bales through 1972.
1973, U.S. exports of raw cotton to Japan rose to more than 1 million
bales.

Large exports to Japan during the past 20 years have been support

by the extension of credits to Japan by the Export-Import Bank of the
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United States. Although the amount of credits has'varied over this
period, credits of about $75 million was extended for Japanese imports
of U.S. cotton both in 1972 and 1973.

The Public Law 480 program (discussed earlier) has been a major
force in the expansion of U.S. exports of raw cotton. The Republic of
Korea, the Republic of China (prior to 1972), Indonesia, South Vietnam,
the Philippine Republic, and Thailand have received long-term credits
under the Public Law 480 program to finance purchases of U.S. raw cot-
ton. These six countries accounted for more than 40 percent of the
total quantity of U.S. exports of raw cotton in 1972. While the value
of total U.S. exports of raw cotton increased by only 3 percent between
1965 and 1972, the value of exports of raw cotton to these six countries
increased by 142 percent over the same period--largely aided by the
Public law 480 program.

In addition to Export-Import Bank credits and financing under the
Public Law 480 program, the Commodity Credit Corporation offers loans
to exporters of either Upland or extra-long-staple cotton.  Also, the
Export-Import Bank offers credit insurance whereby creditors can extend
loans and be secured against default in payment. All these programs
have done much to facilitate and encourage U.S. exports of raw cotton.

Exports have been a growing market for the U.S. cotton farmer since

1969. Since the mid-1960's, domestic consumption of raw cotton has
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declined in both absolute and relative terms (table 1). The value of
raw'éotton exports, on the other hand, has increased at an average
annuél rate of more than 20 percent since 1969 (table 12). 1In 1973 the
value of expofts increased 85 percent over that in 1972. In terms of
quantity, exports of raw cotton increased at an average annual rate of
8.8 peréent ffom 1969 to 1972 and 78 percent in 1973. As shortages of
manﬁadekfibefs continue and as populations continue to rise, export
demand for U.S. cotton should remain high.

Cotton waste.--Exports of cotton waste dropped steadily from 90

million pounds in 1968 to 65 million pounds in 1971 (table 14). Much
of the decline reflected a switch to manmade fibers, especially in
Western Europe. In 1972, exports of cotton waste grew to 78 million
pounds, and preliminary data for 1973 indicate a further increase for
the year. Exports of spinnable waste--comber waste, card strips,
etcetera--accounted for 24 percent of total exports of cotton waste in
1972 (table 15); this represents a substantial decline from the 40-per-
cent share in 1965.

Comber waste makes up the bulk of the exports of spinnable cotton
waste. These exports have declined significantly since 1968 as Western
European textile firms switched to manmade fibers. As scarcities of
manmade fibers developed and the rzlative costs of U.S. cotton declined

after devaluation of the dollar, U.S. exports of comber waste increased

in 1972. Available data suggest a further increase in 1973. Although
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the United Kingdom has maintained its position as the largest market for
these exports, signifiéant market expansion has océurred in Western
Europe (table 15).

Card strips constituted between 4 and 17 percent of the exports of
spinnable waste in 1965-72 (table 14). Annual exports of card strips
ranged from 1.3 million pounds to 4.3 million pounds du}ing 1965-72.

In recent years, these exports have declined, falling from 4.3 million
pounds in 1969 to 2.5 million pounds in 1972. Preliminary data suggest
that these exports may have remained at about the same level in 1973 as
in 1972 or slightly below. This contrasts sharply with a generally ris-
ing trend in other exports of cotton in 1973. Canada has been the prime
market for exports of card strips, accounting for 92 percent in 1972.

Other types of spinnable waste, such as lap waste, roving waste,
and sliver waste, are not separately recorded in export statistics.
Nevertheless, exports of these types, if any, are believed to be negli-

gible.

World cotton situation

Worldwide consumption of cotton increased at an average annual
rate of 1.4 percent during 1965-72 (basic data shown in table 16 and
fig. 3). The U.S.S.R., the People's Republic of China, the United
States, India, and Japan have been the largest consumers. Trends in

consumption of raw cotton throughout the world have varied considerably,
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World production, consumption, trade,

and beginning stocks, crop years 1965-T2

Figure 3 .--Raw cotton:
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depending in.large part on the availability of other fibers for textile
uses. In the developed countries consumption of raw cotton has declined
since 1965, as manmade fibers replaced cotton as a textile raw material.
In the less developed countries and in Communist countries, however,
consumption of raw cotton has been increasing at a rate commensurate
with population growth, and consequently has partially compensated for

the decline in raw cotton consumption in the developed countries. Gen-

erally, the largest consumers are also the largest producers. The United

States, the U.S.S.R., the People's Republic of China, and India rank as
the major world producers of raw cotton (table 17), accounting for more
than 50 percent of total output.

Despite the major role of the United States in world production of
raw cotton, its share of the total has declined since 1965. Whereas the
United States accounted for more than 27 percent of world production in
1965, its share of the world total had fallen to about 23 percent by
1972. Similarly, Mexico'§ share, although much smaller, declined over
the 8-year period. This occurred during a period when world output
increased by 9 percent, to 59.6 million bales. The U.S.S.R., India,
Pakistan, Turkey, and Brazil each increased their shares of production
of raw cotton over the 8-year period (table 17). Production increases

in these countries largely reflected demand pressures for domestic con-

sumption.
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Recently, with worldwide shortages of manmade fisers, the demand
for cotton has been increasing. In 1972, world cotton imports rose to
a record.of 20.2 million bales--almost 2 million bales more than in_
1971 (table 18). During 1965-71, world imports averaged about 18 mil-
lion bales annually. Much of the increaseyin 1972 reflected a surge in
demand in the People's Republic of China, where imports in that year
(1.8 millipn'bales) were more than double those in 1971. Other large
importers of cotton also increased purchases. In 1972 Western Europe
increased its raw cotton imports by more than 400,000 bales, after a
decline from 6.8 million béles in 1965 to 6.6 million bales in 197{.

Similarly, Japanese imports of raw cotton averaged about 3.4 million

bales annually during 1965-71; during 1972, they were 3.9 million bales.

The United States has been the major supplier for this increased
demand. 1In 1965 and since, the United States has been the largest
exporter of raw cotton, with the U.S.S.R. commanding second place
(table 18). Most other exporting countries have not increased exports

in proportion to the increases in production, since increased domestic

consumption by producing countries brought about by increasing populati

has diminished the available supplies for export. Of the 2.3-million-b
increase in exports in 1972 over 1971, the United States accounted for
million bales.

Because of increased worldwide demand for raw cotton, stocks have
been reduced in both absolute and relative terms since 1965. From a
total of 28.3 million bales at the beginning of the 1965 éeason, carry-

over had dropped to 19.7 million bales by August 1, 1971 (table 19).
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Stocks rose slightly .in the 1972 season and substantially, by almost 2
million bales, in 1973. Nevertheless, the small increase in 1972 did
not keep pace with consumption requirements. In 1965, stocks amounted

to 51 percent of worldwide production of raw cotton. By 1972, ratio of

stocks to production had fallen to 34 percent. In 1973, this proportion

is expected to rise, since stocks increased, while world production re-
mained about the same as in the 1972 crop year.

Table 20 summarizes the baéic world statistics relating to extra-
long-staple cotton. During 1967-71, annual world production of extra-
long-stéple cotton steadily increased from 2.1 million bales to 3.1
million bales. 1In 1972, output fell off because of drought conditions
in the major producing countries of Egypt, the Sudan, and the U.S.S.R.
and floods and diseases in Peru. World stocks then declined for the

third straight year as disappearance exceeded world production.

Much of the world production has been unavailable to world markets.
The U.S.S.R., for example, does not export its extra-long-staple cotton,

and more than half of Egypt's output of extra-long-staple. cotton is tied

to barter agreements with the U.S.S.R. and Eastern Europe.  In total,

more than half of world production is unavailable to non-Communist coun-

tries. In addition, producing countries have increasingly consumed more

of their own output, while Western Europe and Japan have been consuming
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less extra-long-staple cotton. With increasing shortages of synthetic
fibers, however, prices of extra-long-staple cotton have been bid up to

recérdbhigh lévels.

Prices

Domestic Upland cotton.--The average price received by Uplaﬁd cot-

ton growers declined irregularly during the 1960s, from a high of 32.8
cents per_pound in crop year 1961 to 20.9 cents per pound in crop year
1969 (tablé'21 and fig. 4). The average price rose to 28.1 cents per
pound in 1§71, then declined again to 27.2 cents per pound in 1972.
Prices received by Upland cotton growers during the first 5 months of
the 1973 Erop year (August-December) averaged 44.1 cents per pound,
more than 50 percent greater than during the same period of the preced-
ing crop year. In fact, the average price more than doubled during
calendar year 1973, rising from 22.1 cents per pound in January to 47.9
cents per pound in December (fig. 5).

Average spot market prices generally followed the trend in prices
received by growers, declining irregularly during 1960-69; but in-
creasing after 1969 (table 21). Average spot market prices have risen
greatly in recent months, more than doubling within the past year. For
example, the average spot market price of Strict Low Middling grade
1-1/16-inch Upland cotton inc<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>