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Summary

WOOL from the three major wool-growing areas in the United
States is designated as territory, fleece, or Texas wool. The
territory wool, from the 11 western range States, comprises about. 52
percent of all wool produced in the United States. The other States,
with the exception of Texas, produce what is known to the trade as
fleece wool. Approximately 30 percent of the wool produced in the
United States comes from this area. Wool from Texas is known as
Texas wool.

Fleece wool is produced under farm conditions, often as a side line,
and consists of nearly all types, grades, and qualities. This gives
rise to 8 variety of marketing problems frequently intensified by the
difficulty of assembling quapntities large enough to attract important
buyers. Also the lack of storage facilities, inadequate finanecing, and
the seasonal habits of buyers operate to depress prices at the time
growers wish to sell their wool,

Attempts to offset these disadvantages first took the form of small
local groups known as wool pools. From these local groups the next
step was the regional wool pools and, in 1909, the formsation of the
National Wool Warehouse & Storage Co. to market wool on a still
larger scale, This cooperative handled western and midwestern
wool successfully until 1920, when ill-advised advances on a declining
market caused financial disaster.

The period immediately following the World War marked the
beginning of widespread efforts by wool growers to perfect large-scale
marketing machinery. - In 1918 the Ohio Wool Growers’ Cooperative
Association was formed—the first of the large fleece-wool cooperatives.
During the years 1918 to 1929, seven other State or regional organiza-
tions were set up to handle fleece wool. In 1924 the National Wool
Exchange, & grower-owned and grower-controlled organization, super-
seded the National Wool Warehouse & Storage Co. The Exchange
was to handie both fleece and territory wools, and set up warehouse
and sales offices in central markets. It made no commodity advances
but fostered the development of large tributary associations on an
independent financial basis.

The wool cooperatives erganized during this post-war period grew
slowly and reached & peak volume of some 33 million pounds of wool
in 1929. They had numerous sales agencies of different types through-
out the country. The esteblishment of the Federal Farm Board in
1929 furthered interest in marketing plans on a national scale and in
1930 wool growers set up the National Wool Marketing Corporation.
This agency .absorbed the activities of the National Wool Exchange

4



SUMMARY ¥

and included 30 cooperatives, which together handled in 1930 some
120 millior pounds of wool—about 35 percent of the total clip., Of
these 30 cooperatives 12 were fleece-wool associations.

This increased number of organizations handled & variable volume of
wool through the next few years. Organized by growers during a period
of declining prices and limited outlets, the associations afforded =
continuous market, accumulations of salable quantities of similar
wools, and sales on a merit basis with expert preparation for market.
It is common, however, for growers to pafronize the cooperative when
it seems advantageous to do 30 and to use freely alternative marketing
channels when opportunities are plentiful.

The methods employed were not entirely sound from the stand-
point of the cocperstives. Overenthusiasm led some associations to
 offer excessive advences on the wool delivered to them. These
advances attracted many growers who were interested only in the
immediate opportunity and gave little thought to the building of &
gtrong, permanen$ organization. The necessary weeding out of these
noncooperative elements later reduced the velume handled and the
proportion of the tetal clip.

During the 5 years 1934-38, the average annual volume of fleece
wool handled by the cooperatives was about thirteen and one-quarter
million pounds. During this period the percentags of the total clip
of fleece wool merketed by cooperatives renged from 10 to 23 percent.

Cooperative wool-marketing associations have played an important
part in reducing handling costs for wool between growers and manu-
facturers. They have also brought the prices paid for wool in the
country more nearly in line with centrol-market prices. Before the
cooperative method of selling was inaugurated growers sold much of
their wool at & flat price regardless of the various grades produced.
One of the most important accomplishments of the cooperatives has
been the sale of each grower’s product on & merit basis. As a result
of marketing through their own associations, growers have become
more familiar with the many problems encountered in the preparation
and sale of wool to manufacturers.

Marked progress has been made by the associations in the fleece-
wool States. It has been necessary for the management, the directors,
and the members themselves to face problems relating to field work,
financing the clip, selling practices, and educational programs. Many
of ths cooperatives have had to change entirely their methods of
procuring, warehousing, and financing wool since 1930 and 1931.

One general nead of the fleece-woul cooperatives is for more effective
educational programs, More information should be given members
on pectual market conditions, problems connected with cooperative
marketing, the grade and quality of their wool, and better preparation
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of wool for market. Many growers who have recently joined co-
operative sssociations are for the first time selling their wool on e
grade-and-merit basis and are, therefore, not yet able to estimate
for themselves its approximate value.

The progress that has been made in the cooperative marketing of
fleece wool and the benefits that growers have derived from it seem
to justify further intensive efforts to build up the cooperatives. The
usual decline of wool prices at shearing time and strengthening
of prices in the fall and winter also justify an attempt on the part
of growers to take advantage of that situation. From the standpoints
of local efficiency and general results of cooperative wool marketing,
the volume delivered to all coopersatives should be increesed to a
much larger percentage of the clip. A broadening of services,
including more diversified sales methods, should go hand in hand
with incressed cooperative receipts. The increasing produection of
fieece wools, the changing needs of manufacturers, and the mounting
use of substitutes offers the cooperative an additional opportunity: °
that of being a source of timely and useful information for the wool

grower,



Cooperative Marketing of
Fleece Wool

OOL is grown by farmers and ranchmen throughout the United

States. Inseveral of the Western States wool growing is a leading:
industry and, in the Middle West and East, it is an important though
not a leading farm enterprise.

When wool reaches trade channels, it is classified generally according
to the area in which it was grown. In order of importanse the three
major wool-growing regions in the United States are known as the
territory, fleece, and Texas wool areas (fig. 1). Wool from each of
these has certain definite chamcteristics and calls for particulsr
marketing and manufacturing methods.

The “territory” wool from the 11 western range States comprises
about 52 percent of all the wool produced in the United States. A
large part of it is produced under range conditions and is fine In grade.
The other States, with the exception of Texas, produce what is known
to the trade as “fleece wool.” Approximately 28 percent of the wool
produced in the United States comes from this area. Fleece wool is
produced under farm conditions and consists of nearly all types,
grades, and quelities. Within each area certain types of wool ars
called by the names of the particular localities from which they come;
for example, Ohio wools or Willamette Valley wools (p. 29).

‘Wool from the State of Texas is known as Texas wool. This ares,
from which comes the remaining 20 percent of the ennual wool dip,
bas the most concentrated sheep population in the worid. The part
of Texas known as the Edwards Plateau produces a fine wool of good
quality.

Fleece wools are a distinct type on the market. They difler from
tarritory and Texas wools as & result of the differences in climatic
conditions, methods of management, and breeds of sheep. They
require more handling than ferritory wools as the clips are small and
usually contain & number of grades; whereas range, or territory clips
ars more nearly uniform in grade. In fact, many of the larper
territory clips are sold to the manufacturer in the original bags in
which they were packed and shipped.-

NtTR —The author destres to seknowinsdee the helpful asistance of Lais M. Godirey i the preparation

vt ansiyrds of the dats an which this study & based.
1
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WooL ProbpucTion BY Areas, 1937
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Ficure 1.

The wool trade makes three general classifications of domestic wools according to the arcas
in which they are produced. {Based on reports of the U. 5. Bureae of Agricultural
Economics.)

Wool growing in the fleece-wool States is not a leading enterprise,
but it is an important side line to general farming operations. Many
farms have rough, untillable land that can be utilized for raising sheep.
Sheep bring income from two sources each year—the wool crop and
the lamb crop.

Because each clip varies considerably in grade and quaslity, the
marketing of wool presents problems peculiar to the commodity.
For example, the grower often does not know the grade and guality
of his wool clip, as this requires ths training of an expert. Also
most farmers in fleece-wool areas consider their wool a side line, and
many wish to sell immediately at local markets. Hence buyers who
are well informed as to grades and central-market prices have &
distinet advantage in bargaining with tixe uninformed individual
producer for his clip.

This situstion led growers in many sections to seek an improved
method of marketing to afford them returns from their wool in line
with its quality and with central-market prices. They became
interested in cooperative marketing and decided to develop their own
organizations to handle their wool clips.



Development of Cooperative
Wool Marketing Associations

Early Cooperative Activity

OOPERATIVE wool marketing in the fleece-wool States, accord-

ing to available records, had s beginning about 1877. That
year & pool was formed a8t Goodlettsville, Tenn., to market lamba
and wool. It has marketed wool intermitiently since erganization
and is in operation at present (1939).

Another pool known as the Putnam County Woal Pool of Green-
castle, Ind., had its beginning in 18835 and operated successfully for
many years. Other pook formed in widely scattered areas were the
only evidences of continued interest in the cooperative meibod for
marketing wool until 1909. That year marked the beginning of a
long series of efforts to establish larpescale, prower-owned wool-

marketing organizations.
National Wool Warehouse & Storage Co.

The National Wool Warehouse & Storage Co. was organized in
1909. It was incorporated as s wool commission and storage bouse
and issued $100,000 worth of stock which was parchased by 600 wool
growers. A warehouse with a storage capacity of 25,000,000 pounds
of woal was erected in Chicage. Although the company was nationsl
in name, it handled principally wool from growers in Jows, Kansas,
Montans, South Dakota, Illincis, Wyoming, and Ttah.

It was the pelicy of the company to make advances to growers
based on the current market value of their wool. These advances
usually amounted to 65 percent of the going market value. Freicht
and marketing charges were deducted from the advance. This
method was considered safe and equitable, and the organization
made excellent progress until 1920, a year of drastic price declines.
A total of $3,500,000 had been advanced by the company on wool
that year and, when the wool was sold, proceeds were insufficient to
liquidate the advances. The company was unable to recover these
overadvances and, as a result, the National Wool Warchouse &
Storage Co. ceased to conduct its warehousing snd selling activities
with the close of the 1924 season. This failure was s severe blow
to growers’ wool-marketing organizations.

2
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Government Auctions

For a time during the World War the Federal Government assumed
control of the marketing and supplies of wool as an emergency meas-
ure. Some of the 1917 clip and the entire 1918 clip was purchased
by the Government. Prices were fixed on the basis of July 1917
values, which averaged about 75 cents per pound for fleece wools in
the grease. At the close of the war, the Government had in its
possession 459 million pounds of wool. Beginning in December 1918,
this wool was sold at a series of auctions ! which were continuned over
& period of 3% years. Care was taken not to offer excessive quanti-
ties of wool at one time and not to hold sales when they might jeopar-
dize the marketing of the current clip. At times Government wools
were withdrawn from sales in order to protect both growers and
manufacturers. ’ ) '

The records show that the Government recovered approximstely
90 percent of its totsl investment by the method of selling employed,
which prevented drastic declines in prieces. The successful handling
of this wool served as a demonstration to growers of the advantages
of large-scale marketing operations and the possibilities of marketing
through their own organizations.

The Ohio Wool Growers’ Association and the New York State
Sheep Growers’ Cooperative Association were set up in 1918. Six
other associations were formed between 1918 and 1927, and five
in 1930.

The Ohio Wool Growers Cooperative Association 2

The Ohic Wool Growers Cooperative Association, one of the
outstanding fleece-wool cooperaiives in the country, has received in
the 21 years of its operation an average of nearly 3,250,000 pounds of
wool 8 year (see table 1). Its business is confined largely to the State
of Ohio, but the association has at times handled considerable quanti-
ties of wool from the surrounding States of Indiana, Michigan, West
Virginia, and Pennsylvania. On the average about 8,000 growers
consign wool to the association each year.

The organization offers a complete grading and marketing service.
It receives wools, grades them st its own warehouse, and sells direct
to mills through s sales agent, & private firm which has a sales office in
Boston. Initial payments are made at the time of delivery. Wools are
then pooled and final settlement is made when sales for the ¢lip have
been completed. The signing of a marketing agreement qualifies a
producer as a member.

* From an unpublished report, “A Brief History of Woal Controf in the Unitad States and the Adminss-
tration of & by the War Department.” prepared by A. W. Eiliott. in charge, Wool Brasch, Beston Zone
Bupply Offtce, Boxton Army Bam. 19H.

* Oryanived in 1918 as the Ohio Wool Growers Azsociation. In 393 the ssyociation wa recrgsnized as 8
Doastack rooperative kod {oek the corporate Rarse of the Obie Wool Growers Coepeorstive Assoviation.
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5

Tasre 1.—Woor Haxprep sy TeE OHic Woor Growers Coorera-
TivE AssociaTioN, 1918-3§

Year Wool handled Year Wool handled
Pounds Pounds

M8 . 552,894 || 1920 _ . __________._... 3, 832, 624
1wy 1,503,202 {[ 1930 ___.____________ 3, 325, (00
1920 ... 1,987,000 || 1931, ... _.__________ 8, 776, 000
1921 e 6,227,000 (| 1932 _______.______. 3, 325, 0600
1922 ... 2,725,600 || 1933 ... _____.____ 2, 840, 2329
1923 e 3,744,000 || 1934 __ ... _______ 3,763, 053
1924 . 3,542,000 || 19356, oo __ 3, 365, 501
1625 ... 4,555,852 || 1936, ______.__._..... 2, 562, 734
1936, __ ... 4,060,465 || 1987 __ ___________... 3,281, 524
1927 .. 3,221,089 || 1988 _____________... 2, 527,000
1828 - 2, 975, 006

Dats supplied by the association.

Besides offering a grading and selling service, the association is
active In conduecting educationsl projects with & view to improving
production practices, quality of the wool clip, and preparation of the
fleece for marketing.

National Wool Exchange

At & conference of wool growers and bankers held in Helena, Mont.,
on November 12, 1924, it was decided to organize a cooperative to be
known as the National Wool Exchange. The exchange was set up
with headquarters in Boston and & brench in Chicago for concentra-
tion of fleece wools and small western clips. Capital was obtained by
the sale of 2,000 shares of & percent preferred stock of $100 par value
and 3,000 shares of common stock, of no par value, offered at $1 per
share. All classes of stock had voting power.

It was agreed that the organization would be owned and controlled
exclusively by wool growers and those directly ¢harged with respon-
sibility for the operations. It was organized without promotional
activities. Those purchasing stock signed a 3-year pledge to ship
their wool, with a penalty of one-half cent per pound on all wool not
shipped as agreed. It was suggested that growers subscribe for stock
on & basis of 12X cents per head of sheep owned.

Seeking to avoid the fate of the National Wool Warehousa & Storage
Co., the sssociation did not make advances on wool except for the
freight. It fostered the organization of State and regional cooperative
associations in States from which it drew its membership, but these
cooperatives were to do their own financing.

The organization had 214 stockholder-members and, in addition to
handling wool for its stockholders, sold wool for other growers’ coop-
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eratives under contrasct as o sales agency. Negotiable warehouse
receipts were issued on request, provided the wool was not mortgaged
or otherwise encumbered. The exchange handled wool for State
associations in Montana, Idahe, Wyoming, Iowa, South Dekota, Color-
ado, Nevada, Illinois, and New York. Various county associations also
delivered their accumulstions. Western headquarters were set up at
Helena and warehouse facilities were established st Boston, Mass.,
Chiecago, Ill., and Portland, Oreg.

~ To supply members with current information on wool marketing,
the Exchange issued a weekly publication known as the National Wool
Exchange Reporter.

The National Wool Exchange began operations in March 1925, and
marketed wool for growers in both fieece-wool and territory States
until it was superseded by the National Wool Marketing Corporation
in 1930. Combination with the National Wool Marketing Corpora-
tion was the result of a feeling that competition between cooperatives
was undesirable. In 1929, the last year of its operations, the associa-
tion handled approximately 18,000,000 pounds of wool, with a value
of about $4,000,000. It redeemed all its preferred stock, plus a 6
percent dividend, and had a sizable surplus at the close of its 1929
business.

The operation of the National Wool Exchange is an important
chapter in the history of the cooperative marketing of wool. It was
strictly a sales-service organization and made no direct advances to
growers. Up to this time wool growers’ organizations had not been
generally successful and their members had only limited experience in
the cooperative method. Even though much of this experience was
based on operations on declining markets, which naturally lmited
results, it had served to demonstrate that producers could increase
their bargaining power by selling cooperatively.

National Wool Marketing Corporation

Sharp and continued declines in wool prices and the accumulation
of large stocks of wool were largely respensible for the organization
of a national wool-marketing agency. With the exception of the
1927-28 season, wool prices had declined almost steadily sinee 1924.
Fine-wool prices had fallen from $1.68 per clean pound at Boston in
1925 to 84 cents in 1929, a decline of 50 percent. Values of other types
and grades of wool had declined in proportion. Stocks of raw wool
were accumulating rapidly. There was also considerable discussion
of governmentel assistance through a stabilization corporation,® some

# The Agrioultural Marketing A¢t, approved June 15, 1925 (48 Stat. 11}, provided that the Federal Farm
Beard might recognize as & stabilization corporation for 4 given commodity, a corporgtion, ail of whose
outstanding voting stook or mernbership interest in the corporation was swned snly by coopersitve associa-
tions handling the commedity, and which complied with oertsin other statutory conditions. Ths Federal
Farm Board waz suthotized to makie loans to any sush stabilixailen corperation for the purpose of controlling
any surplus in the commedity.
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PRICE DIFFEREMCE — CENTS PER POUND

cup—yensT® - ] 5 0 15 20
wme—zoy B
1920 - 1921
192¢ — 1922 i
1922 — 1923
1923 — 1924
1924 — 1925
mes—-9zs] | B2
1926 ~ 1927
1927 ~ 1928
1928 — 1928
1929 — 1930
1930 - 1933
1931 ~ 1932
1932 = 1933
1933 — 193¢ | BT
1934 — 1935
1935 - 193
1934 - 1937 ;
1937 - 1938
|

Ficure 2.—DirrerExce BeETween Averace Prices oF WooL roz
TEE SBEARING SEAson (Aprin—JuwEe) axp ror THE EnTIRE Cuip
Year {(ArriL-Marca): Onie anp Symiran Taree-Eigcares Broon
Cousine WooL, 1919-38.

In i3 of the 19 years prices were Jower at shearing ume thas during the rest of the year

{Data for 191923 from Boston Commercial Bulletin; data for ig24-38 from reports of
U. & Bureau of Agricultural Ecopomics.}

growers preferring to seek help from this source rather than to estab-
lish their own cooperative.

On the other hand, growers felt that buyers were taking larger
margins than were justified, and they were not satisfied with the
nature of competition among local dealers. They also believed that
when the shearing season was under way and growers were selling
their wool, dealers would take advantage of the large supply to drive
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prices down, and that when the wool was in their hands the dealers
would then hold it for a relatively large speculative margin.

Underlying this situation is the fact that usually only a few manu-
facturers are interested in buying wool during the shearing season.
Few mill owners know at that time what their requirements for the
year will be, and they prefer to wait until the wools are graded and
prepared for mill needs. 'This accounts to some extent for the usually
weak market at shearing time and permits speculative dealers to
operate freely.

A study of wool prices from 1919-20 to 1937-38 seems to substan-
tiate the growers’ opinion that wool prices are usually lowest at shear-
ing time. In 13 of these 19 years, prices were lower at shearing time
{April-June} than the average for the entire clip year (fig. 2).

Average monthly prices of Ohio Three-eighths Blood wool for a
15-yeer period show that the prices are ususally higher during the fall
and winter months, normally the season of greatest mill buying activ-
ity. At this time the wool is largely out of the hands of the growers
(fig. 3).

It appears logical that growers should sim to market their wool
more in accordance with manufacturers’ demands than in accordance
with the seasonal production of the clip. The commodity lends itself
readily to such a procedure because it can be stored for a considerable
time without deteriorating, and also because wool manufacturers for
the most part are concentrated in a comparatively small area.’

PRICE
Cents
per Pound

43

IR A

4]

40

39 /

JAN, FEB. MAR. APR, MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC.
1922-1936 AVERAGE

Ficure 3.—AveERAGE MonTHLY PRicE oF Onio AND PENNSYLVANIA
Trres-EicaTas Broop Woor, Grease Basis, at Bostox, 1922-36.

A long-time average shows prices lower at shearing time than later in the season. (Based
on reports of the U. 5. Bureau of igricuiturgi Economics.}
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The hand-to-mouth manner of buying wool practiced by many
mills and which first became noticeable upon the part of some dis-
tressed menufacturers in 1929, has forced the storing of wool back
upon the dealers. Instead of carrying 6 to 12 months’ supply, as
formerly, mills began to purchase only & few weeks’ supply. Only
when manufacturers felt they were buying at very attractive prices,
would they stock up beavily during the shearing season when the clip
was ready for market. It was believed that in a few instances mills
refused to purchase raw stock until orders for cloth were on hand.
Dealers, of course, made allowance for probable storage expense when
buying wool. When the growers became aware of this situation, they
accepted it as another good reason for warehousing wools under the
supervision of & nstional organization, which they would own and
eontrol.

The passage of the Agricultural Marketing Act (46 Stat. 11} in 1929
and the creation of the Federal Farm Board to carry out the purposes
of the rct offered wool growers an opportunity to put into effect &
plan for a national marketing organization. Leaders of existing wool
cooperafives met in Chicago in August 1929 and formed the Nsational
Wool Council which drew up plans for such an organization, The
council then sought the aid of the Federal Farm Board. Af a second
meeting in Chicago in October 1929, representatives of wool prowers’
and wool-marketing organizations assembled and adopted a plan for
& national cooperative wool and mobair selling agency. (See Appendix,
p. 77}

An organization committee of 15 was appointed at this meeting and
on November 19, 1929, at San Angelo, Tex., this committee adopted
articles of incorporation for a national wool-marketing organization.
Although the provisions of the plan adopted were carried out with few
exceptions, some of the methods applied were at variance with the
ideas of the original planners. Cooperative wool-marketing assocta-
tions were organized in all woolgrowing sections of the country.
Thess associations became stockholders in the National Wool Market-
ing Corporation with which they signed marketing sgreements for
delivery of all their receipts. (See Appendix, p. 79.) By the middle
of May 1930, 17 new cooperatives had been formed. These, together
with the 13 associations already operating, made a total of 30 agencies.

When the National Wool Marketing Corporation began operation
in 1930, 7 associations in the fleece-wool States selected the organiza-
tion as their sales agency. With the help of the new national agency,
5 more associations were organized in fleece-wool arees not then served
by cooperatives {fig. 4). The receipts of these 12 cooperatives, to-
gether with those of 18 cooperatives in the 11 western range States and
Texas, made up the first business bandled by the National Wool
Marketing Corporation (fig. 5).
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Since 1930 the National has become the central sales agency for most
of the large-scale wool-marketing sssociations in the United States,
A detailed discussion of the National's operating methods and sales

policies appears on pp. 17-56.

Territory Served by
Cooperative Wool-marketing Associations
in the Fleece-wool Areas

* COOPERATIVE WOOL-MARKETING ASSNS.
© Smelf Woo! Pooils

i.Norih Dahole Coop Wool-markeling Az 7. ltinais Livastock-marketing Assh

2Coop.Wool Growers of South Dakola 8 Michizan Coap-Wool-merkaiing Anvn
AMidwesl Wool-markating Ass'n, 8.indisna Wool Growars’ Amn

£ Minnezota Coop Wool Growers’Aun 10 Kentucky Wool Growars CoopAatn,
Siows Sheep and Woo!l Growses'An'n 1L United Wool Growers Anh.

& Wirontin Wool Growers’Ass'n 12.0hio Wool Growars'Avuah,
13 New York Siale Sheep Growerr'Asvning

Ficure 4.

Approximately 25 percent of the production of the fleece-wool area is handled by coopera-
tive organizations. {Based on data obtained from the associations.)
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Organization Set-up of National Wool Marketing
Corporation and its Member Agencies

NATIONAL WOOL
MARKETING CORPORATION
Authorized Capitalization $1.000. 000

{

- NATIONRAL WOOL

- CREDIT CORPORATION

= Capstalization

2 s:g_'gef’gao
TERRITORY ASSOCIATIONS FLEECE ASSOCIATIONS
A Nighpir Lone Star Sonors Centratl lowa M- West
Arzong Mutf-Texas SW Texas SDakota Kentixky HNew York
Catrforrde  Montana LUtah thaoms Whsconsm N Dakota
Colorado Hevads W idaho indiana Mich:aan United
Colo-d Mex. N. Mence Wyomang Mmnnesota
€ xiaho Ore-Wash,

Contracts | Conteacts Contracts l fontacls

|GrOwWERS |—iLocAaLs|  |Locals|—{ Growers |

Every wool-growing sectioe of the United States wat seyved br these original agencies,
The association at fint contracred with 2 privare firm 1o do the sefling, but after 3 years
sct =p 1ts own sabes deparzment-

Fleece-Wool Cooperatives

ROWERS employ two principal types of associations in marketing
their wool. The most common is the small, local pool. The
other is the State or regionsl association.

Local Pools

Most of the local wool pools are informal orgsnizations. They
operate principally during the shearing season and do not empley full-
time managers. The growers merely designate one of their number or
appoint a committee to supervise the assembling and selling. County
sgnicultural agents have played an important part in the development
of most of the wool pools in the flcece-wool States and in several of the
range States. Many of the pools, particularly in the western part of
the country, were formerly controlled by lending agencies.

Local pools assemble the wool produced by many farmers at a
country point and offer it for sale to the highest bidder. It is sold
usually in one lot with Little regard for the grade or quality of individ-
ual clips. In some pools, however, preliminary grading and classifying
is done; that is, the woal s separated into fine, medium, snd coarse

ISTIT—39 2
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grades and the rejects. Shrinkage of the various lofs is seldom
calculated although it is one of the important factors in determining
wool values.

The various clips within the pool are often sold by the sealed-bid
method. Under this method separate lots, or the whole pool, are
offered to the hlglms‘%‘z bidder At times huyers appear in person to
inspect the pools before making their bids, but frequently they submit
their bids by letter. In ammouncing the sale, the pool manager may
specify certain rules or regulations to which the buyers must conform.
Sometimes the bids are made with qualifications, as one offer for wool
of the top grade and another for lower grades. Many bids stipulate s
certain percentage of the weight to be discounted for rejects which may
be in the wool. Since the wool in these pools is usually not prepared
for mill needs, most of the buyers are dealers who may bid on the be,sis
of the lowest grade.

The Eastern States produce wools which are principally of the two
medium grades that ere consistently light in shrinksge, making them
particularly attractive to manufacturers. Therefore, in contrast with
those of the range States, some of the eastern pools are purchased
directly by manufacturers. This type of sale is particularly common
in Pennsylvania, West Virginia, Tennessee, Virginia, and Kentucky.

The Pennsylvania pools have grown in number and volume until
there are about 30 county pools handling together approximately -
750,000 pounds of wool a year. The growers in these county organi-
zations probably have made as much progress m their marketing
operations as is possible under the pool system. They have become
interested in their wool-marketing program to the point of grading
the wool and finding buyers to bid on their accumulations. The State
agricultural extension service keeps a record of these pool sctivities
and offers advice whenever consulted. The growers seem to be satis-
fied with their system and to have little desire to carry the marketing
process beyond the local pool stage to the formation of & State-mar-
keting organization.

West Virginia pools have consolidated their operations into & State
pool, Market demands and price trends at times other than the
shearing season are studied by this organization and the wool is some-
times sold on contract several months in advance of shearing. The
formation of s State pool was a progressive step for the members.
It appears that they now have an opportunity to enlarge their mar-
keting outlets.

The pools in Tennesses are attempting to become more effective
by forming a Stote organization. The wool is still sold, however,
in independent county pools. Prior to 1930 the county-pool system
prevailed in Virginia and Kentucky. When State and regional asso-
ciations were formed that year most of these pools were abandoned,
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as the growers preferred to support the larger organizations. A few
pools still remain, and these have had a fair degree of success. It is
probable, however, that some of these have taken their cue from the
State organization in determining when to sell, or that they have used
the sdvance basis of the larger cooperative to determine what they
should ask for their holdings.

Other small independent pools are to be found in practically every
wool-growing State in the country. It is probable that there will
always be some wool pools because it is a simple matter to form or to
disbend them.

Local pools have played an important part in the development of
eooperative marketing of wool and have been the forerunners of State
and regional associations. Stafe, regional, and national eooperatives
should recognize the appeal that local pools bave for farmers and at-
tempt to work with them wherever possible. If the larger cooperatives
can assist these pools through more diverisfied outlets and better prep-
aration of wool for market, much can be accomplished for the entire
industry.

State and Regional Cooperative Associations

Realizing that large volume was necessary for more efficient mar-
ksting, wool growers have brought together many local pools into
State and regional organizations.

The common method of operation of these cooperative wool-
marketing essociations is for farmers in State-wide or larger areas to
deliver their wool to a central cooperative warehouse. Thers each
clip s appraised and graded by competent graders. The wools are
then placed in salable lines of like grade and quality. Each line is
sold to the manufacturer on its merit. It is usually necessary under
this system to have full-time management and to arrange for sales in
eastern markets. Such & cooperative usuelly extends its services into
fields such as financing growers and instructing them in production
methods and the proper preparation of wool for market. It is through
this type of organization that the bulk of the cooperative wool finds
its way to market. ‘

Most of thess associations confine their activities within the bound-
aries of a singls State. Three were built around farm-bureau ac-
tivities. Usually the State is divided into districts and the members
of each district select a wool grower to serve on the board of directors.
The regional organizations operate in more than one State and attempt
to have each State served represented on the board. The board of
directors of both types of organization mest periodicelly to transact
the business of the association. They each select an executive com-
mittee to advise with the manager between sessions of the board.
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The 13 State or regional fleece-wool cooperatives listed below have
all been organized since 1917. Five began operations in 1930.

(yzar}

Cooperative Wool Growers of South Dakeots, Brookings, 8. Dak_________ 1920
Illinois Livestock Marketing Association, Chicago, I .. _ .. ________ 1930
Indiana Wool Growers’ Association, Indianapolis, Ind. _________________ 1626
Iowa Sheep and Wool Growers’ Association, Des Moines, Jowa__________ 1919
Kentucky Wool Growers' Cooperative Association, Lexington, Ky.__._.___ 1930
Michigan Wool Cooperative Marketing Association, Lansing, Mich______ 1920
Midwest Wool Marketing Association, Kansas City, Me__________.____. 1930
Minnesota Cooperative Wool Growers’ Association, Wadena, Minn______ 1922
New York State Sheep Growers’ Cooperative Associations, Ine., Penn Yan,

N Y o e mmmmmmmme e am o 1918
North Dakota Cooperative Wool Marketing Association, Fargo, N. Dak_ 1920
Ohio Waol Growery’ Cooperative, Columbus, Ohio_ . . _______ 1918
United Wocl Growers” Association, Harrisonburg, Va______ e 19830
Wisconsin Wool Growers” Associstion, Portage, Wis______________.______ 1930

Only one of the fleece-wool associations began operating when it
had an opportunity to prepare and sell its first accumulation while
prices were advancing. Nine began to operate in years of distressed
markets and declining prices, and those which did not dispose of their
accumulations immediately after receiving them experienced difficulty

POUNDS x
Millions PC?LESE

per Pound
20— —R §— 40
15— —R3—i30
10— — § —E 83— 1 1—F R —RE—0 38—z
s—EE— g —Er— —11—H —§1— o
0+ . i o

1930° 1931 1932 1933 1934 1935 1936 1937 1938
*34's Ohic and Simifer, conbing 3rease basly, et Boston.

Ficure 6.—Totar Woor HaxpreEd BY THE 12 FLEECcE-WooL COOPERA-

TIVES OF THE NaATIoNAL WooL MaRkETING CORPORATION AND AVER-
AGE Annvar Pricg, 1930-38.

There is a tendency for volume to increase in years when prices are relatively low and 10
decrease when markets are comparatively favorable. (Volume figures fram the associa-
tions; price data from reports of the U. 8. Bureau of Agricultural Econumics.}
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TapLe 2.—Woor HanprLEp pY FLEEcE-Woor MEMBER ACGENCIES oF
THE NaTtionar Woor Markering CorroraTion, 1930-38

Asspclstion 193D 1631 hiin iix< 1934 1035 1038 1027 193%
I 1 f J i

Cooparative Woet Growers | pounds | pounds | poundr | pounds | pounds | pramts | poonds | poode | somods

af Bouth Daketa___.______ 5,800 | B,450( 3,200 2,M00] 4,200} 23280 2742 3,798 5 170
Hinols Livestosk Marist-

ing Associatlen. ... = 53 300 165 29 382 158 208 380
Indians Wool Growers' As-
_ soclation. . oo & 708 748 410 50 445 74 825
Yowa Sheep and Wool Grow- )

ers’ Assgelntlon._._____....{ LI37{ S, 208 | 3.808 830 ] L34 To4 522 550 L0308
Kentucky Wool Growers'

Cooperstive Association. . 185 285 L] 05 664 oo o o 848
Michigan Cooparntive Weaol

Marketing Assaclation.... 413 1 £78 H%E 306 B 128 i L4 1]
Midwest Wool Marketing

Assoclation. .. ..o.o.ooo.- 3492 | S932| 418 | 2712 4250 3,153 ] 1,857 2,067 4,851
Minnossia Cooperative

Wool Growsrs® Azsocis.

[ 2155 TR L2 L2B4| L, W6 1,381 00 561 252 2n 1,800
Now York 8tate Bheep '

Orowsry’ Cooperative As-

soclations, Ine. . cvooucenan. 22 256 2 140 17 165 87 -] a3
North Dakots Cocperstive

‘Wool Markeiing Associa- '

FL1 T SR v | 284zf 1,818 771 5061 1,011 787 L4¥E] 2,633
Coited Weool Growaers' As-

soeiation. cecicnrrinicaa..] LMD 28 o2 B6Z 12 o o0t i 1,088 Fri: )
Wisconain Cooporative

Wool Growers® Associa-

E 471 288 477 396 anT 585 5oz 6 41 68

Totaleae e evrmareas.] 16,745 | 16,804 | 35,404 | 10,484 | 37,000 | 30,650 | 8,326 | 10,995 | 10,32

Bouree of daia: Records of tha Geece-wool associations.

in making satisfactory returns to their members. Three were orpan-
ized in years when wool prices were extremely high, but these years
were followed shortly by periods of sharp price declines. In spite of
these unfavorable conditions most of the organizations have been able
to hold a membership that has delivered a substantial volume.
Progress might have been greater had market trends been more favor-
able in the early years of operation, but on the other hand some of the
cooperatives might not have been organized had the market been
active and firm.

Experience has proved that when growers have been loyal to their
organization through 2 or 3 consecutive years of good returns, they will
probebly stick to it through an occasional year of poor returns. On
the other hand, if the first year’s or even the second year's experiencs
is one of unsatisfactory returns, there is usually a heavy loss in the
membership. This tendency was borne out by the history of the
flesce-wool associations.

The volume of the State and regional associations has been quite
variable. There is a tendency for volume to incresss in years when
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prices are relatively low and to decrsase when markets are eompara-
tively favorable (fig. 6 and table 2). It is unfortunate for the asso-
ciations that many growers choose to support cooperative marketing
in distressed times rather than good years. This is partly because
the trade does not buy freely when markets sre distressed; therefore,
the grower feels the need of cooperative marketing service. This
service is more difficult at these times, of course, than when markets
are good and the deslers are active. The handicap of irregular and
insufficient volume is further illustrated by the data in table 3 which
shows the wool received by each cocperative as a percentage of the
production of its respective area. It is generally considered that to
be a factor in the marketing of the area’s production, each cooperative
should receive at least 25 percent of the wool produced in its area.

TasLE 3.—PERcENTAGE oF ProbuctioN oF ArReA ServEp HanbpLED
8Y FLEECE-WooL Memeer Acencies oF Nationarn Woor MArgEeT-
in6 CorroraTion, 1930-38

Assoelation 1930 | 1031 | 1932 | 1033 | 1934 | 1035 | 1936 | 1837 { 1938
Cooperative Wool Growersof8onth Dekola_ ... 48.8 [ 39.1 | 36.5 | 228 | 41.7 | 25.2 | 28.8 ; 47.7 | &V.1
Tiinols Livestock Markeling Associstion.....1 48| 3.2 59| 26 44] 6.9 3.0 290 7.9
Indiana Wool Growers” Associstion. . ... 10.8(1323] 1421 7.9116.8] 7.8 53} 61} 8
Towa Bheep and Wogl Growers’ Association...| j4£.0 | 281 | 22.6{ 10.5{ 1563} 7.4} 54| &7 0.0
Kantuck? Wool Growars’ Cooperative Assoel-

BHOD. e 47| 7| 138|138 142} D7) 7.0% 86| 122
Michigen Cooperative Woel Merkating Assoe-

34 ) S 45| 7.4| 65} 29| 47} 28] 151 24 80
Midwest Wonl Marketing Associstion® ... H 1|23 |296;17.2] 2871751207128} K4
M innesots Cooperstive Waool Growers' Asso-

[T ) WOIWT|IDI|IBE]280] 7.8] 25] 2.4 22
New York State 8heep Growers’ Coopetative

Associations, NG oo ne 7.1 7.6 a8 52 6.5 4.2: 3.8 251 86
North Dakata Cooperative Wool Marketing

Aweoolation. .. .. VT T|RVE[10.7;: 354173 11.7 8.0 429
Urnitad Wool Growars” Amoclation? ______. j2e 171110831 21.9] 1.8} 7.8 | 39.6 | 443 ] 327
Wisconsin Cooperative Wool Growers' Asso- ’

gistlon. ..o ERIMS 124123101 [ 1I8.5] B8] 125 A5

Total. e ra—a— - BREINI|19P| 130X 4120 103|136 B8

t Area sstvsd Inctudes Mimsourl, Eansas, Nebrasks, Okiahoma, and Arkansas,

¥ Area served: 1930, Marviand, Virginia, North Carolina, Tennessee, Alasbama, and Loulsisna. 1331,
Maryland, Virginis, Narth Carsline, Tennessae, and Alsbama. 1632, Maryiand, Virginis, snd North
Carolins. 1833, 193¢, Maryland, Virginie, North Carolins, Alabams, and Louisiana, 1935, 1936, 1937, 1938,
Maeryland and Virginia. .

Souros of data: Compuried from production estimates of the Bureeu of Agricuiturs! Economics, T. 8.
Prepartment of Agriculturs, and ftom tonnage figures suppliad by the National Wool Marketing Cerpors-
tion.



Operating Methods, Policies, and Problems

THE fleece-wool cooperatives have the usual operating problems of
the small farmers’ association. In contrast with the marketing of
territory wools from the range States, the fleece-wool clips are smaller,
the number of grades in each clip is greater, and the farm-flock grower
who often considers wool growing & mere side line knows less about
quality, grade, end value of his wool than the average range operator
{fig. 7). Also there are more Jocal wool buyers to purchase the clip.
The buying commission offered by wool houses to local representatives,
usually 2 cents per pound, is enough to attract such buyers as feed-
store operators, creamery-station operators, filling-station operators,
sheep shearers, retired farmers, some active farmers, and always the
small town junk dealer.

In view of these facts, the benefits to be derived from cooperative
marksting by growers of fleace wools probably out-number the potential
benefits to growers in the range States by & considerable margin.
This may account for the fact that an incressing percentage of the
wool handled by the National Wool Marketing Corporation comes
from the fleece-wool States (iable 4). The average fleece-wool clip is
too small to attract buyers of large quantities, and so it often changes
hands three or four times befors it reaches the manufacturer. This
naturelly increases the total expense of marketing and tends to reduce
prices offered to producers.

- .- ——————

Ficure 7.—A Tyricar Farm Frock.

The small furm flock s useally of mized breeding.  Frequently western ewes are shipped
to the Middle West and East for farm replacements.
17
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Tasre 4.—RecEirTs oF FLEecE-WooL Meumper AcenciEs CoMPARED
wiTe REceipts oF ALl Memzer AcENnciEs OF THE NaTioNar WooL
MarkeTing CorroraTion, 1930-38

Total receipts Fleece-wool
Total receipts ;ge;%‘;i t’f op. | FECIDtY 82 8
of waol by 3 B! percentage
Year cies of the
feece-wool Naglon&i grool of total re-
asgociations ! A ceipts of the
Marketing National
Corporation
1,000 pounds | 1,600 pounds Percent
1930 - 18, 743 118, 658 14 4
193] e 16, 894 105, 787 16.0
1932 e 15, 484 85, 727 23. 5
1933 .. 10, 484 41,108 255
034 . 17, 609 &2, 327 28.3
1986 .- 10, 650 30, 951 34 4
3930 e 8, 328 20, 311 410
3! X ¥ J PR 10, 885 27,915 39.0
1938 . 19, 227 42, 536 45.2

Source of dats: National Wool Marketing Corporation.
Finandal Service

The financial service is one of the most necessary services rendered
by wool associations to their members, It is of two types; the pre-
shearing advance and the so-called commodity advance made upon
delivery of the wool. The advances offered by the cooperative seem
to be given more consideration by members than any other service.
In spite of the associations’ efforts to build up an understanding of
the more general advantages of cooperative marketing, growers still
consider the rate of advance carefully and compare it with outside
offers before deciding to consign wool to the association. Only one
wool cooperative claims to have been successful in holding its older
members on the basis of service other than advance payments.

The State and regional associations obtain money for advences to
growers from the National Wool Marketing Corporation which, in
turn, borrows from the banks for cooperstives or from commercial
banks. Many local sssociations establish their own line of credit to
make the initial advances to growers. This line of credit is flexible
and permits repayment and reborrowing as needs arise. When the
wool is delivered and is in position to be used as collateral, the asso-
ciations are able to go either to the banks for cooperatives or the
National Wool Marketing Corporation and pledge the wool for 65
percent (in 1938} of the market price.

Wool is said to be in such a “collateral position” when the ware-
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house receipt or bill of lading is acceptable as security for & loan.
The wool may be in original bags in a bonded warehouse and warehouse
receipts issued in & form scceptable to the lending agencies; or it
may be taken out of the original bags, graded, and commingled into
selling lines, and an acceptable warehouse receipt issued for each
graded live. If wool is placed on board cars, the bill of lading is
also satisfactory as collateral. A great many loans are made in this
manaer, the bill of lading being exchanged later for warehouse receipts.

A few sssocistions make advances to growers only when wool is
sctuslly delivered to & central warehouse, appraised, and graded.
This practice is by far the safest and most economical, but it will
not bring the maximum tonnage to the association. Most growers
demand an advance at the country point, where they actually part
with their wool and turn it over to the association. Under the flat-
rate (see p. 20) system, the country-point advances can be made with
comperative safety and little eonfusion and expense.

Preshearing Advances

Growers often request an advance on their wool elip several weeks
or sometimes several months prior to shearing. These advances are
made to assist growers in meeting winter and spring operating costs.
This type of finencing, although available to many feece-wool asso-
ciations, is mostly confined to cooperatives that border the range
States and handle large clips. Only two of the fleece-wool associa-
tions consider the making of preshearing advances necessary for the
successful operation of their organization. Three cooperatives make
some preshearing advances but do not encourage them, and seven
make no preshearing advances whatsoever, contending the advantage
to the grower is offset by the trouble and cost in meking them. In
some years local banks have not assisted growers with additional
advances and the cooperstives have been of inestimable service to
their members in offering them loans of this type.

Interest at the rate of 6 percent is usually charged on preshesring
advances until the clip is delivered to the association when the interest
rate is reduced as the advance is then considered s commodity loan,
The greatest demand for preshearing advances usually comes in
January and February; that is, 2 to 4 months before the beginning of
the shearing season. Occasionally such advances are made earlier,
when growers are in need of operating funds or when some emergency
arises. Losses on loana of this type have been negligible and for the
most part have been caused by unforeseen death losses and other
unpredictable occurrences, The advance is usually from 50 cents to
$1 per fleece, and most associations make the loan on the basis of 90
percent of the number of sheep in the flock.

It is difficult sometimes for an association to refuse to make these



20 FARM CREDIT ADMINISTRATION

small preshearing advances, because many country dealers advance the
farmers a dollar per fleece without any interest charge.. The dealer
naturally expects to recover the amount of the interest from his margin
of profit, but this is not alweys clear to the grower.

Commodity Advances

The commodity advance is made when the grower delivers his elip
to the association. It is made by cooperatives on all types of wool
to sll growers who wish it. All but & very few prowers accept this
advance, which is merely 2 logn on their wool. The loan is ordinarily
sround two-thirds of the estimated current market valve from which
amount the growers’ marketing costs are deducted. A few coopera-
tives lend as much as 75 percent of the estimated market value.

Some associations make & partial advance to the grower when the
wool is delivered to the country assembling point, and & further
advance when it has been graded at the association’s central ware-
house. Recently, however, most of the cooperatives have decided to
follow the practice of making one flat advance to all growers delivering
average types of wool, without & supplementary advance. Thissaves
the cooperative s great deal of expense because then it is not necessary
to rush the appraising and grading, and mere time is allowed for the
cooperative to place the wools in well made up selling lines. Itisalso
an improvement over the practice of appraising each clip at the country
shipping peint. Under the flat-advance system, expert wool appmlsers
at the country shipping points are unnecessary.

To determine what the rate of advince will be under this system,
an estimated average wool price is taken for each wool-growing area,
according to the grade and quality of the bulk of the weol produeed.
When there is considerable variation in grade in a particular area,
a flat advance will be made on fine wools, another on medium wools,
and possibly a third flat advence on coarse wools. To illustrate,
when the average price is about 30 cents per pound, the cooperstive
will advance 65 percent of 30 cents or 19% cents, less 5 cents for
marketing costs, which makes the actual advance to the grower 14%
cents per pound. Thus, if medium wools are worth 32 cents and fine
wools 25 cents, the advances will be 15.8 cents and 11} cents, respec-
tively.

The nssessment of § cents per pound for costs of marketing, which
is about the average, covers all costs such ss the National Wool
Marketing Corporation’s selling charge, the local cooperative’s
charges for adminisiration, the grading and field work, and the freight
costs. The break-down of the charges varies considerably with the
different associations. (Seealsop.44))

The policy to be followed in making commodity advances is an
annual problem. Advances are made during a very short period,
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while the wool is merchandised over & period of many months, This
makes high rates extremely dangerous. The usual precedure is to
look to the National Wool Marketing Corporstion to determine the
rate of advance, on the basis of prices in the Boston market. A
dangerous situstion arises when the rate of advance must be deter-
mined at a time when the Boston market is inactive and nominal
quotations must be used, or when the market is extremely active and
prices are rising or declining at & rapid rate. These conditions have
at times made base prices quoted to the locals by the National Wool
Marketing Corporation appear to be out of line with local country
prices. It may be that efforts to reflect accurate market conditions
in the advance are not justified, since, regardless of market conditions
at the shearing season, growers receive the entire net proceeds from
the sales of their clips in the final settlements.

In a sincere effort to reflect markef conditions, the National Wool
Marketing Corporation has often revised its authorized advance as
values changed in the Boston wool market. Each time that an asso-
cistion has changed its rate of advance, whether up or down, the
change has increased adminisirative expense. If the rate of advance
were incressed those membars who received advances at a lower rate
felt that their advances should be brought up to the new level.

Tntil 1936, with few exceptions, it was the policy of the associations
to advance as much as they could borrow from financial agencies,
believing that high advances were necessary fo obtain volume, It
has also been the practice of several associations st times to supple-
ment the authorized advance with an additional cent or more from
their own reserves. This latter practice has almost invariably Jed to
trouble. When supplemental advances are made the margin of safety
is reduced. Also experience has shown that most supplemental
advances are made en inferior wools which are difficult to sell and
are usually sold last. Growers of the betier clips are more Likely fo
be satisfied with their first appraisals and do not request the supple-
mental advance. These additional advances require extra effort and
expense on the part of the cooperative and, unless they are made io
all members alike, cause dissatisfaction on the part of these who did

not receive them.
Overadvances

An overadvanced position is probably fraught with more danger
than any other situstion faced by a cooperative. Associations now
realize the futility of trying to collect overadvances from their mem-
bers, even though it may seem that growers are morally obligated to
pay back money that does not belong to them. Each association has
had some experience in making excessive advances to members and
then trying to collect the overage.
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The years 1930 and 1931 were seasons of heavy overadvances.
Local associations then assumed little or no responsibility for advances
and exercised comparatively little control over the rate, leaving its
determination to the National Wool Marketing Corporation. Cer-
tein directors of the corporation and the sales agent insisted on high
advances to increase volume and so carry the consigonors over the
currently weak market. The corporation authorized advances of 30
and 83 percent of the market value for the 2 years, respectively.
Drastic price declines were then experienced which left the associations
in & critical position.

In 1932 the local associations changed their policy and the average
rate of advance was reduced to about 75 percent of the market value.
Wool prices reached the bottormn and began to rise about the middle
of that year, and these two facts helped to strengthen the associations’
financial position.

In 1933 the associations became even more conservative in their
advaneces, meking 75 percent the maximum in most instances, Fol-
lowing this tendency came & substantial rise in wool prices and the
average return to members for that year was substantially higher than
the comparable prices cbtained through noncoeperative channels,

The year 1934 proved to be & devastating one for cooperative wool
marketing. Advances for the most part appeared to be conservative,
but subsequent declines in prices and the sale of the wools the follow-
ing year at the very lowest point in the market again placed the coop-
eratives in an overadvanced position.

Various degrees of safety for advances made each clip year by the
National Wool Marketing Corporation are indicated by figure 8. Each
season’s advance is determined by using average wool values during
April, May, and June as a base of 100 percent. This is the time when
wools are delivered to the association and advances are made. It will
be noted that, had it been possible for the National Wool Marketing
Corporation to sell each year's accumulation within the clip year,
every advance except those for 1930 and 1931 would have been con-
servative. Declining prices and quiet markets in some years, how-
ever, resulted in wools not being sold within the clip year. Raw wool
prices went down to very low levels during 1930 and 1931, both
yeara of declining consumer purchasing power. As a result, the han-
dling of both these clips resulted in an overadvanced position. The
advance bases for the other 4 years shown were safe and final results
rested entirely with the selling policy.

In the last few years several local associations have expressed a
desire to assume all financial responsibility for the handling of their
clip, rather than to rely on the National Wool Marketing Corporation
for this service. They believe that local financial respensibility
would develop better local leadership and that growers and directors



PERCENT

COOPERATIVE MARKETING OF FLEECE WOOL

12s g

30 CLIP

1
P

11 3

100 1=
7s

56

i K] 4. di

Price entfogel

1

AP

158

JusE

SEPT

3t

SUNE
B

SEPT.

[o{N]]

125

193

100
75
3]

=
1
MAR
3
L
;
AR

el

w32
250
21%
200
175
156
128 . A
100
7s }
se -

AL

178

JURE

SEFY,
=

o
km
=

DEC

150

933 CLIP

15

e

100

i

5

g TSN

50

—
{
i

il

APRL

125

JUNE

33

DEC.

100

34 CLIP

15

58

135

oEC.

MAR,

1935 CLIP
115G ¢
[ 3 v

100

T35

58 L

115

SEPL

BEC

L5 8 V]

tZs

tod

15

AR

150

JUNE
9

SEFT.

125

1 0§

1937 CLiP
§ H 1

.

13 ¥

i

=1

;) i

|

50

Junf

DEL

JUNE
waz H
128
100
7%
S5¢

(1938 CLIBe

i
T
A
ey JuUE SEFT.

ns

FicurE 8 —Averace Montary Price oF Ouio Woors axp Simiaz
WooLrs, GrEasE Basis, SmowN As A PERCENTAGE OF THE AVERAGE
PRI(‘§3 Durixe TaE SpEEARING SEason, Cuip YEars 1930-31 1o
1938-39.

When accymajations are sold within the i
safe. (Price data from reports of the

DE: AR SUNE SEFL OEL

} year, advances of 65 percent are reasonabk
?g-‘ Bureau of Agricultural Economics.) 7



24 FARM CREDIT ADMINISTRATION

would then sssume more responsibility. They feel that the officers
and directors will take more interest in guarding the local finances,
adopt sounder operating policies, and be more conservative in making
advances to growers.

Some growers, on the other hand, feel that independent financing
by each local association would tend to destroy the significance of
the National Wool Marketing Corporation and cause somse local
associastions to withdraw from the national organization. They
point ouf that independent selling and competition between coopera-
tives might be the result of such a policy.

It is important to the growers and to the associations that the
local cooperatives associate their efforts with s national wool mar-
keting program. If, however, financing is the only bond that holds
the Jocal associations as members of the National, it is questionable
whether this bond is a sound one. .

The consensus seems to be, however, that complete local financial
responsibility is desirable, if and when the associations are capable
of undertaking it. Only a few, however, are in such a position.
Conflicts between local and national management policies have oc-
curred, naturally, as each has attempted to msake a satisfactory
showing in the way of lower handling costs and at the seame time
show earnings and increased reserves. Had the National Wool
Marketing Corporation been strictly a sales agency, these contro-
versies probably would not have arisen. It is conceded by the
members, however, that the service and financing work of the National
Wool Marketing Corporation has besn ar imporiant factor in the
development of the local associations.

The fact that the National Wool Marketing Corporation had
assumed responsibility for supplying financial assistance and deter-
mining the rate of advances caused a few of the associations in the
beginning to assume little responsibility in making commodity
advances, Thissitustion has changed now. Most of the associations
realize that the commodity advances are their responsibility and that
they are liable for collections. This has fostered development of more
conservative policies on the part of the local assoctations.

Interest Charged on Advances

As most growers take a commeodity advance on their wool at the
time of delivery, interest is charged for the actual time the money is
borrowed by the grower. When any part of the grower’s clip is sold,
interest charges stop on the portion sold, even though final settlement
with the grower is not made for several weeks or months, When pro-
ceeds from the portion sold are held by the National Wool Marketing
Corporation until final settlernent can be made, the growers receive
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interest on the money so held. Thus growers sometimes receive
interest credits as well as interest charges on their sccount sales.

Six percent was the customery rate of interest on commodity
advances until 1937, when the rate was dropped to 5 percent. The
rate is subject to change, naturally, for although the corporation is
able to borrow from the Cenfral Bank for Cooperatives at its pre-
vailing rate, this rate changes from time to time according to general
money market condifions, |

For some years the National Wool Marketing Corporation retained
earnings on interest charges and added them fo the reserves. Becauss
the corporation is not primarily a financial agency but was set up to
sell wool for its member agencies, it is now considered that any interest
earnings above the cost of administration of the loans should be
returned to the grower. Since 1935, therefore, the nationsl organiza-
tion has returned such earnings fo its member associations,

Many growers find it difficult to understand why they have to pay
interest on their commodity advances. They fail to see that it is
necessary for the local association, and in turn the National Wool
Marketing Corporation, to pledge the wool as collatersl in order to
obtain funds from which %0 msake advances to growers af time of
delivery. The National Wool Marketing Corporation does not buy
the wool but merely lends the grower a part of the estimated value of
his clip. The money so Joaned must be borrowed from financial
agencies and so is subject to interest charges which must be met by
the association.

It is true, of course, that some private deslers make an advance fo
growers prior to delivery of their wool, without interest charges.
If the dealer has borrowed this money, interest must be paid on it,
and, if it is not paid outright by the grower, allowance must be made
by the desler in the price paid the grower for his wool. Interest
charges on all advances, whether preshearing or commodity advances,
are justified, as these amounts are all really loans,

Dreductions for Reserves

Only 3 associations out of 13 make a specific deduction for reserves.
The amount deducted varies from 25 to 50 cents per 1060 pounds.
Associations not making specific deductions for reserves are attempt-
ing to establish them out of earnings from operations. ‘This may prove
an uncertain source of income, however, and it seems thet even if the
amount set aside for this purpose through deduction is very small, such
8 deduction should be made. This plan is generally recognized as
one of the soundest of cooperative policies in thet it tends to fur-
ther f.he member's sense of ownership and responsibility for his

association.
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Grading and Classifying

When wools have reached the cooperative warehouse, the next step
in handling is grading and classifying (fig. 9). Grading is necessary
before fleece wools can be intelligently merchandised. This is an im-
portant step from the standpoint of both grower and cooperative
salesman, Because there is great variation in grade and quality
among clips and also among individual fleeces within each clip, it
is only through grading that growers are able to sell their wool on its
merits.

In the process of grading wool, fleeces are left intact. When two
or more grades are found in one fleece, the predominating grade ap-
plies. Not until the wool is received by the manufacturer is the fleece
broken up into sorts for manufacturing purposes.

All grades of wool are produced in the fleece-wool States, and each
grade has a separate value on the market. Few farm flocks produce
less than 3 or 4 grades and numerous flocks as many as 12 or 15 dif-
ferent commercial grades. In table 5 are shown the proportions of
the various grades, according to the diameter of the fiber, marketed
by 11 fleece-wool cooperatives. Combing and clothing grades are not
shown separately in this table, because there is great variation from
year to year, in the length of staple for these grades. Most of the
associations grade their wools and arrange them in salable lines
before turning them over to the National Wool Marketing Corpo-
ration to be sold. The graded wools, however, are not actually ship-

FicurE 9.—PiLes oF GrapEp Woor ¥ a Locar WaREHOUSE.

Every clip is graded and classified into lots of similar grade and quality. One clip may
contain 10 or more grades of wool.
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ped to the Nationsl Wool Marketing Corporation.  As scon as a line
is made up, sample bags are shipped to the showroem in Boston and
manuiacturers buy from these samples (fig. 10). With few ex-
ceptions, the wools are stored in the local warehouses untl sold.
Some fleece-wool associations send their accumulstions to the Na-
tional Wool Marketing Corporation’s warehouse in Boston, where the
grading is done. This practice is followed uniformly by the member
tions sccumulate wool at local points and bave the National Woal
13T 39 —.3
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iNG CORPORATION.

Sample bags of graded wool and original bag lots are shown and appraised in well-lighted
rooms.

Marketing Corporation sell it in the original bag by means of sealed
bids. This method is employed to enable growers to obtain im-
mediate, full returns.

In most of the warehouses graders licensed by the Federal Govern-
ment are employed, and the grading conforms to United States stand-
ards. The associations handling only 200,000 or 300,000 pounds, or
less, are often handicapped in having to put up wools for sale in less
than carlot quantities. Associations handling 500,000 pounds, or
more, are able to make their grades in sizable lots, thus attracting
larger manufacturers as well as the smaller ones. Cooperatives should
make every effort to handle a tonnage of not less than 500,000 pounds
of wool, as this quantity offers greater possibilities in merchandising.

When the local cooperatives do their own grading it is necessary to
have skilled wool graders. As there have been few qualified graders
available in the interior, the National Wool Marketing Corporation
has supplied graders at cost, from their Boston warehouses. Local
graders are being trained to do this work, however, and probably
within a few years it will not be necessary for the associations to look
to Boston for graders. The task of finding graders is made more diffi-
cult because of the shortness of the season. As the number of local
graders increases, it may be advisable for the National Wool Market-
ing Corporation to supervise the grading operations, in order that the
grades of its member agencies be kept constant. This would assure
sufficient uniformity to enable the corporation to guarantee sales to
mills,
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Types of Fleece Wools

Numerous types of wool are grown in the various producing areas
of the fleece-wool States. Overlapping of wool types makes it im-
possible to outline each ares clearly and definitely. It is slso difficult
to designate the particular types of wool produced in each section
because every section produces a wide variety of grades and types of
wools. This discussion will deal principally with the predominating
types and grades of wools for the respective sections, according to
information gathered from the cooperatives and from experienced
wool men {fig. 11).

Area 1. Fustern North Dakota or Red River Valley.—The best wools
handled by the North Dakota Cooperative Wool Marketing Associa-
tion are from this section, which is the srea between the Missouri
River and the Red River. The wools are not considered choice bright
wools. However, most have & good length of staple. The predom-
inating grades are Three-eighths and Quarter Blood, shrinking from
50 to 56 percent. Practically all clips are from farm flocks.

“Types oF FLeece WoolL PRODUCED IN SPECIFIED AREAS

I, Esstern North Dakota or Rad River 10, Oklahams-Horth Texas wools

Vailey wools 11, Springfieid wools
2. Farm Flsck wools of Sauth Dakota 12. Avsrage dMissouri and Arkansas wools
3 Belle Fourche wools 13. Loylsiana wools
4. Wastern Dakota woohs 4. Wisconsin wools
3. Northarn Minnesots wools 15, Ohio-Michigan wools
& Southern Minnessta wacls 15, iHinois-indiana wools
7. Typical lowa wonis 17, Blus Grass wools
& lowa-Missouri wools 8. Southern wosis
9. Kanses-Nebraska wools : 19. Fennsyivenia-Rew Yori-Naw Ensland wooh
Ficure 11.

Boundaries are difficult to establish, as there is much overlapping of types produced in
neighboring areas. {Bawed on dita obtained from the cooperative associations and
from the U, 5. Bureau of Agricultural Economics.)
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Area 2. Farm-flock area of South Dakota.~—Clips in this area are
from the smaller farm flocks. As a rule, these wools are a.little brighter
than the wools from area No. 1; usually the staple is of fair length, but
the bulk of the wools are not considered as strictly bright, most of
them being classed as semibright. The shrinkage of the Medium
grades will vary considerably, with the bulk of them shrinking from
50 to 57 percent. The Cooperative Wool Growers of South Dakota
is the leading marketing agency.

AREA 3. Belle Fourche.—Wools from this section are considered
very good and often, if the season is favorable, choice. Many of the
clips come from Irrigated pastures. Belle Fourche is the center of the
South Dakota range area from which a great many large range clips
are marketed. The strictly Belle Fourche wools have established a
reputation for being of high quality and frequently clips from sur-
rounding States are brought in te be marketed there. Often the
quality of these clips does not compare well with the original Belle
Fourche wools. The grading clips from this area run strong to Three-
eighths and Half Blood with the Three-eighths Blood shrinking arcund
53 to 54 percent. The good Fine wools shrink around 65 to 66 percent.
Many heavier and darker clips, however, are sold at this point. A
fair percentage of the Belle Fourche wools is marketed each year
through the Cooperative Wool Growers of South Dakota.

ARrEs 4. Western Dakota section; west of the Missouri River in both
North Dakota and South Dakote.—Wools from this section are for the
most part range wools. They grade mostly Fine and are usually de-
scribed as Fine French combing wools. They shrink about 68 percent
and many clips somewhat more. There are, however, several combing
clips with a lighter shrinkage. The Cooperative Wool Growers of
South Dakota markets much of the South Dakota wool in the area,
while the North Dakota Cooperative Wool Marketing Association
handles a considerabls tonnage of the western North Dakots wools,

AREa 5. Northern Minnesota.—Wools from this section are usually
the better type of Minnesota wools. The staple is good, the clips
light in shrinkage (from 48 to 52 percent for the Quarter Bloods), and
the wools bright. The Minnesota Cooperative Wool Growers’ Asso-
ciation is the predominant marketing ageney.

AREA 6. Southern Minnesota.—Usually the semibright and darker
Minnesots wools come from this ares. They run from 2 to 6 percent
heavier than those from the northern part of the State. A good part
of the wool in this section grades Fine, although the greater portion is
crossbred. The Minnesota Cooperative Wool Growers’ Association
is the leading marketing agency for these wools.

AREa 7. Typical Jowa wool section.—Both bright and semibright
wools come from this area. All grades are produced, but the Medium
grades predominate. Average Quarter Bloods shrink around 50 to 51
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percent. The Iowsa Sheep and Yool Growers’ Association operates
throughout the State.

Axrea 8. Part of Iowa and the area north of the Aissouri Ricer in
Missourt —Some very attractive wools are produced in this area.
They usually grade into the bright lines. Medium wools predomi-
nate, slthough there is considerable Fine wool produced. Quarter
Bloods from this area probably will shrink 48 to 50 percent. The
Midwest Wool Marketing Association markets a considerable part of
these wools annually and the Iowa association handles a portion of
wools in the southern part of that State.

Arks 9. Kansas and Nebraske.—Fine wools predominste in Ne-
braska while crossbred wools predominate in Kansas where there are
more small farm flocks. There are some bright wools. However,
the bulk grade into the semibright lines. Some of the Fine wools from
Nebraska grade into heavier lines, shrinking 68 percent or more. The
Midwest association operates in this area.

ArEa 10. Okighoma and North Teras.—This is known as one of the
red-wool sections, and many of the clips contain an excessive amount of
red soil. - Some of the wools from the smaller farm flocks, however, are
fairly light in shrinkage. Some clips in the Panhandle section of
Texas are quite heavy—many shrinking in the neighborhood of 70
percent. Small farm flocks are the rule in Oklshoma, although since
1935 many focks of & thousand or more have been brought into the
western part of the State. Many of the wools grade Medium and are
of considerably lighter shrinkage than the north Texas clips. Growers
in this area also are served by the Midwest Wool Marketing Associ-
ation.

AREea 11, Springfield (Mo.) area.—Clips from this section are con-
sidered by many handlers ameng the choicest wools in the country,
because sheep are grown on clean mountain pastures where there is
little cultivation. Three-eighths and Quarter Bloods predominate
and the Quarter Bloods shrink in many instances less than 45 percent.
The Midwest Wool Marketing Association operates also in this area.

Arza 12, Missouri and Arkansas—The average wool grown in the
northern part of this ares is probably of a little better staple and
better quality than that from the southern portion. Many bright
clips can be found, however, in the southern part of the area and often
some of the Arkansas wools will compare favorably with the Spring-
field area wools. Growers here are served by the Midwest Wool
Marketing Association.

Area 13. Louisiana.—No large volume of wool is produced in this
area, except that which goes into one large pool.  All grades come into
this pool. The majority of the fleeces sre of Medium grade and often
shrink under 40 percent. A considerable portion would be classed in
the coarser grades,
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Area 14, Wisconsin and the pert of Michigan north of Lake Michi-
gan.—Wools from this area are of average quality; the northern clips
are possibly a littls lighter in shrinkage and brighter than most of the
sonthern Wisconsin wools. A good average Quarter-Blood line from
Wisconsin shrinks about 48 to 50 percent. The Wisconsin Wool
Growers’ Association serves this area.

Anga 15. Ohio and Michigan.—Included in this area is & narrow

strip of eastern Indiana and a small part of western Pennsylvania.
Some of the choice Fine wools in the United States are produced here.
This region is known for its Fine Delaine wools, shrinking from 62 to
65 percent. Also a big line of Medium wools is produced which
compares favorably with wools of other sections as to brightness and
length of staple. The Michigan Cooperative Wool Marketing
Association and the Ohio Wool Growers’ Cooperative operate in this
ares, while some of the Pennsylvania wools are sold through county
pools. ‘
ARgas 16.—Illinois and Indiana.—Wocls from these two States are
quite similar, except that the wools from Illinois are possibly 1 to 2
percent heavier shrinking then corresponding Indiana grades. Thero
are both bright and semibright wools in each State. Two associations
operate in this area; namely, the Illinois Livestock Marketing Associa~
tion and the Indiana Wool Growers’ Association.

Arga 17. The Bluegrass.—Large quantities of choice wools of
Medium grade are produced in the bluegrass sections. They usually
top all other fleece wools in returns to growers. The area includes
Kentucky; the southern tips of Illinois, Indiana, and Ohio; all of
West, Virginia, Maryland, end Virginia; and the northern parts of
Tennessee end North Carclina. The limestone soils and mountainous
pastures seem to favor the production of long staple, bright, light
shrinking wools. Many Quarter Blocds will shrink 40 percent and
Three-eighths Bloods will shrink frora 42 fo 45 percent. The two
strongest associations operating in this area are the Kentucky Wool
Growers’ Cooperative Association and the United Wool Growers'
Association. Illinois, Indiana, and Ohio associations handle wools
from their respective States.. A good portion of the Tennessee wool
is merketed through county pools. West Virginia sells through a
State pool, and Pennsylvania through county pools.

Area 18. Southern area.—Several types and quslities of wools are
produced in this area. Coarse wools predominate, but, because of
their light shrinking fleeces, the growers are able to receive fairly
good prices year in and year out. These wools often shrink less than
40 percent. The United Wool Growers’ Association has at times
been a factor in the marketing of the southern wools; at other times,
the growers sell through independent local pools.
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Agea 19, Pennsyleania, New York, and all New England —FPenn-
sylvania and New York are the largest producing States in this area.
The wools compare quite favorably with other fleece wools, although
they are not quite so light shrinking as the wools in areas 15 or 17.
The Medium wools, which predominate, shrink between 45 and 50
percent. Growersin the State of New York have the New York State
Sheep Growers’ Cooperative Associations, Inec., to serve them. In
Pennsylvania, most of the wools are sold through small county pools.

Local Grading Points

Several associations have found it necessary to establish local
grading points in order to satisfy certain groups of members. Volume
governs the practicsbility of assembling and grading at local country
points; often it has proved inadvisable to attempt either outside of
the cooperative's central warehouse.

Locsl grading offers growers an opportunity to observe warehouse
operations and the preparation of wool for market. It thus has a
certain educational vaiue from the standpoint of cooperative market-
ing. Frequently, however, the expense and inconvenience of provid-
ing local grading facilities results in increased costs which offset
partially the educational advantage of having wools graded locally.
In general, cooperatives should endeavor to limit local grading points
to economical units handling 100,000 to 200,000 pounds as 8 minimum,
Where local grading points are too numerous and volume is limited,
it may be difficult to obtain sizable lines of even grade, quality, and
shrinkage.

Modemn transportation facilities ensble members of most coopera-
tives to visit & central warchouse at small expense. Moreover,
reasonable distances are seldom considered an obstacle when members
are interested in their organization. Several associations have
encouraged warehouse tours during the receiving and grading season.
Such occasions afford growers an understanding of warehouse opera-
tions, grading, shrinkage, and other factors that affect net returns.

Warehousing Wool

When the National Wool Marketing Corporstion first began
operations & large part of its fleece wool was graded and warehoused
in Boston. Several of the associations were not equipped to handle
the weol locally.

The tendency toward grading snd warehousing wool in the country
instead of at Boston has prown, however, until all but two fleece-
wool sssociations have scquired facilities to grade and warehouss
all or part of their receipts at local points. This change has come
about for many reasons, among which are the following:

(1) Locals felt they could grade and warchouse woel at costs lower
than those prevailing in Boston.
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Ficure 12.—CeExTRAL WAREHOUSE OF THE NorRTH Dakora WooL
PooL OreErATED BY THE NorTH Daxora WooL MARkETING Asso-
CIATION.

This type of wool warehouse is adaptable for storage of other commedities. Thus associa-
tions may have a year-round income by renting space when there is no wool to be stored.

(2) It was believed that, by having the wool sold on sample in
Boston and shipped from country points direct to manufacturers,
possible back hauls would be avoided and savings in freight charges
effected.

(3) The psychological effect upon members of having their wool
graded and stored at home is beneficial to the association. Members
have & feeling that their wool is still in their possession until it is
finally sold.

(4) Local grading and warehousing afford an opportunity for mem-
bers to visit their association and see their own wools handled and
prepared for market. Also the grower learns more about the working
of his association.

(5) Warehousing enables the local association to make fuller
utilization of its labor during the quiet period, between the time
when one clip has been handled and the time when the next year’s
clip is received.

Two associations own part of their warehouse facilities (fig. 12).
In general, however, it is questionable whether investment of any
considerable amount in local warehouse facilities is desirable. Wool
accumulations are usually sold in 6 or 8 months, and there follows a
period of several months each year when the warehouse is vacant
unless arrangements can be made for its rental. It is also desirable
sometimes to store the wool near consuming centers rather than at
country points, as this facilitates immediate delivery to manufactur-
ers. If, however, a cooperative can derive an income from the ware-
house the year round, a centrally located building may be a means of
advertisement for the association and a real asset. Several associa-
tions set up their operations in 1930 by contracting with private

:
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dealers to grade and warehouse their accumulations. At present
{1938) only one of the fleece-wool associations has such an armange-
ment with a private dealer.

It is essential, in all such operations, that the cooperative have
compleie control of warchouse policies because the association must
at all times be certain that practices are in accordance with coopera-
tive principles.

- Experience has shown that, when a warchouseman handling coop-
erative wool also purchases and handles wool for his own account, the
interest of the cooperative and that of the warchouseman are likely
to be opposed oune to the other. It is hardly to be expected that a
warchouseman who buys and sells for his own account will prefer to
sacrifice his own interests for the interests of a cooperative organiza-
tion which guarantees only fixed commissions for warehousing wool.
The income from these commissions is ususlly less per unif than the
profit he makes from his sales. For this reason growers should avoid
any hook-up between their cooperative and a private operator. Pro-
prietary operations and cooperative operations are fundamentally
opposite in principle; one is designed 1o obtain individual profits, the
other to serve hundreds or even thousands of growers.

Loss in Weight

Loss in weight of wool, between the time the grower delivers his
clip to the cooperative and the time it is sold, is an ever-present
problem. Wool adjusts itself to climatie conditions, taking orn meis-
ture during wet seasons and losing moisture when the weather is dry.
There is 8 greater degree of moisture in the atmosphere throughout
most of the fleece-wool area during the shearing season than in the
summer and fall when the wool is in storage. Tonsequently, thers is
usually some shrinkape in weight of fleace wools before they reach
the manufacturer.

This shrinkage in weight is variable from month to month and from
year to year, according to climatic conditions, and it is impossible to
determine in advance what the loss will be. Losses probably average
from 1 to 2 percent, although in some lots they may run as high as 5
percent. (Om the other hand wools from hizh dry areas, when shipped
to Boston or some other eastern port and stored, will show a gain in
weight. Many clips from arid regions, when stored 10 to 12 months,
have shown gains as high as 20 pounds per bag.

Losses in weight are difficult to explain to members, as they have
met Bo such condition when selling outright to eountry buvers.
Eastern dealers, however, make allowance for losses in weight in the
price limits which they give their country agents.

Weight losses are generally charged against the whole pool except
when a clip comes in with excessive moisture. Such a clip is bandled
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separately and the loss in weight charged to it directly. I:is true,
however, that when a pool or a line loses weight the wool is lighter in
shrinkage and brings more money to the grower because there are more
pounds of clean wool to sell. Buyers immediately recognize wool
that is lighter in shrinkage and pay a higher price for it in the grease,
Thus the weight lost by growers is generally offset by increased prices,
although it is sometimes difficult for them to understand that this
is true.

Selling the Wool

Prior to 1930 each of the cooperative wool marketing associations
sold its wocols independently, with little or no coordination between
sgencies, In 1930 the National Wool Marketing Corporation, by
bringing most of the cooperatives together, eliminated many sales
sgencies which were competing for business. Since 1930 the bulk of
cooperative fleece wocls have been sold through the National Wool
Marketing Corporation and the Ohlo Wool Growers Cooperstive
Association.

Cooperatives in seveml wool-growing areas have encountered
severe competition from dealers, and prices offered locally have
sometimes exceeded Boston quotations. Usually, however, these
bigher-than-Boston offers are short-lived because at such times
buyers are swamped with takers and have to return to the Boston
valuations for self-protection. In many instances buyers will also
purchase an unusually attractive clip at a high price for the purpose
of driving out their cooperative compstitors. If sucecessful, they
come into the market later with lower offers.

The cooperative, in instances of this kind of activity, is directly
responsible for the nonmember disposing of his wool at much better
prices than would have prevailed otherwise. Unfortunately, these
nonmember growers do not give due credit to the cooperative for
these benefits. Nearly every cooperative has reported incidents in
which dealers and growers alike held back on buying or selling until
the cooperative had started activity and indicated on what basis
it was taking woal. :
Local Sales

Outright sale of wool at shearing time has always appealed to
farmers, and most of them still dispose of their wool in this manner.
At shearing time growers are approached by independent buyers,
buyers for wool houses, and mill representatives. Many of these
prospective purchasers offer inducements such as free bags, preshear-
ing ndvances without interest, and low shearing rates., They alse’
will pick up the wool at the farm,
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Dirsct buying operations of mills in producing aress are a source of
concern to cooperatives. Farmers are often convinced that by selling
direct to the manufacturer they eliminate commissions and marketing
costs and thus get a higher price. This is not always true.

Unlike the larger mills in the eastern manufacturing centers, thess
small country manufacturers often attempt to buy their requirements
during the shearing season. One interior manufacturer stated that
it was the policy of his mill to purchase all its requirements before
July 1, if possible, “because after that date the bulk of the wool is in
strong hands and the price ususally advances 5 cenis per pound or
more.” This seasonal rise in price is illustrated by the data in figure 2.
Thus some mills wishing to take advantage of convenient supplies of
wool and desiring to avoid a “back-haul” charge will usually pay
growers & little more than dealers will pay.

When such mill competition is keen, cooperative advances often
appear to be out of line on the low side. When mills obtain supplies
by this method they have to buy ungraded sccumulations, usually
at one price, and resell grades which they cannot use. Some mills
have at times found the buying and selling of wool a lucrative field
slong with their manuvfacturing operations. In fact, certain small
manufacturers stated that they made greater profits from the buying
and selling of wool than from their manufacturing operations., Such
operators are really more in the nature of dealers than manufacturers.

The formation of pools and the conssquently larger quantities to
be offered attracted a different class of buyers, many of whom repre-
sented large eastern dealers or manufacturers. At the same fime the
outright sale of the pool preserved the immediate-cash-return feature.
Pool selling has made greater strides in many sections than the con-
signment system, which necessitates a delay before final settlement
can be made.

The effect of pool selling, however, is often & matter of concern to
cooperatives, as the sales are usually held in May or June at the low
.point in the market (fiz. 2). A few of the betier organized pools have
been sble to offer their accumulations later in the season. Some
contracts for deliveries in January or ¥ebruary have been at peak
prices for the year. On the whole, however, country pool selling has
not worked out consistently to the advantage of the growers.

It is believed by many members of the trade and the mill buyers
that country pools afford the cheapest wools thet can be bought.
This is partly because the grading works to the advantage of the
buyer rather than of the grower. Although the top price paid may
be higher than the market price for corresponding grades, the final
account may show a large percentage of the wool classed as rejects
and sold at & considerably lower figure., Comparison of average
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prices received from pools with those received from other sources for
similar wool have shown that frequently much lower prices were
received by the farmers in the pool.

Pools frequently find it difficult to dispose of all of the various
types and grades of wool represented in their sccumulations according
to their relative market values. Some pools separate Fine, Medium,
and Coarse grades into sale lots; some class Fine wool as Rejects.
Under ordinary grading operations, rejects are the black, burry, and
taggy grades. A buyer interested only in clear Medium wools, how-
ever, may class everything else as rejects including choice Fine
wools or good quality Coarse wools. Records of some pool opera-
tors show that sometimes as much ss 30 percent of the wool in
the pool has been thrown out to be classed as rejects and bring a
lower price than the desired grades.

To meet competition of this kind and to obtain-maximum prices,
several associations are cooperating with manufacturers by offering
to sell them wools accumulated by the cooperative in the vicinity of
the mill'in return for the manufacturers’ promise to keep buyers out
of the field. Under such an arrangement the manufacturer purchases
only the grades he requires and does not need fto maintain s ssales
force to dispose of the remaining wool.

This plan saves the manufacturer the cost of soliciting and he, in
turn, may apply this difference to the price paid for wool at cooperative
assembling points. It appears that a closer working relationship
between the small country manufscturer and the local cooperative
is advisable in all localities where mills buy direct from growers.

Most of the cooperatives have attempted to have the pools operating
in their greas unite with them and & few associations have been success-
ful in doing so. It frequently meant, however, that the cooperative
had to sell the wool in these pools outright until the growers became ac-
quainted with the advantages of a more orderly plan of selling. Even
when the local cooperative merely takes charge of the selling of the
wool it can render & worth while service. Through the association’s
connections with the National Wool Marketing Corporation and with
the benefit of its advice, the local sssociation is able to more nearly
approximate the highest market price at the time of sele. This arrange-
ment has helped to maintain stronger prices in the country and has
thus brought even the pool members selling through the cooperative
better returns than they would have had through independent sales.

Some cooperative managers kave claimed that their accumulations
could be sold to better advantage in the country than in Boston. It
is doubtless true that this condition has existed st various times
in some sections, especially when markets were rising rapidly. The
higher prices in primary or country markets, however, are ususlly of
short duration. It is usually true, also, that wools which for a time



COGPERATIVE MAREKETING OF FLEECE WOOL 39

bring & higher price in the country later bring a still higher price in
Boston. There is & desire on the part of both the National Wool
Marketing Corporation and its member associations to coordinate
some country selling with Boston sales.

One local associntion ordinarily sells most of its wools in the spring,
in the original bags, direct to mills. Undoubtedly there is & place
for the early selling of limited quentities of wool, but large-scale
gelling at shearing time would defeat the seasonal merchandising plan
of the cooperative.

Consignment to a Central Sales Agency

Selling through a central sales agency is by far the most popular
method of bandling cooperative fleece wool. Under this system the
grower consigns his wool to the State or regional cooperative which,
in turn, consigns it to the central sales agency. Sale of the wool
and the making of final returns to growers usually require several
months under this system. The advantages are that the wools are
prepared in lines attractive to buyers, and sre offered for sale at
times when mills are most in need of supplies (fig. 13).

Boston is the center of the wool trade of the United States. About
80 percent of the clip is purchased by manufacturers within & radius
of 400 miles of Boston. Thus, by maintaining offices and salesrooms
in that city, the National Wool Marketing Corporation is able to
offer wools to a large number of mill buyers. More than 300 mill
custemers purchase more or less regularly from the corporation. It

g

‘Baweeasde MEE INDEX
;7] (R1-]
1000 oa
) g 7
Price dnchur {36 Ohie}
1860 L7 N Vs e
4——/ _I"’
£AG0 ] e
—
1100 > s
s Eptge
rovole -
#o0 0
400 : »
400 i ' { 1
Frus i " | " l i 1o
L, . RRIGITMAN
:‘»&‘i’: PN P L W I AN R WU I s e e R W
1928 116 97

Ficurg 13.—SarEs oF 1935 anp 1936 FLeece WooL sy TRE NaTioNaL
Woor MarkeTing CorroraTion AND Price InpEX For Ouio THREE-
Eigutus Buoon (1926=100).
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Ficure 14.—AppraIsING WooL 1IN THE WAREHOUSE oF THE NaTionaL
WooL MARKETING CORPORATION.

By actually handling 10 percent of each lot of wool, a comparatively accurate appraisal
can be'lmade of the shrinkage, length of staple, quality, color, and general character of the
entire lot.

is conceded by the trade to be the leading wool-selling house in the
East because it handles every type and grade of weol from every
producing section of the United States.

Mills with special requirements are usually able to supply their
particular needs from the lofts of the corporation. In these lofts
samples of every lot of wool from every member cooperative are laid
out, first for appraisal by an appraisal committee, and then for display
to buyers. Values placed on each lot of wool by the appraisers are
used by the salesmen in dealing with the buyers, who inspect the
samples and make their offers. Figure 11 indicates the great number
of types of wool grown in the fleece-wool States. The description of
the product from his wool-growing area should afford each manager a
better understanding of the prices received for his association’s wools
in comparison with wools from other areas.

The unit marketing plan.—Three associations have at times placed
a part or all of their wools under the “unit marketing plan” of the
National Wool Marketing Corporation. This plan was formulated
by the corporation in an effort to offer the grower the benefits of
marketing his wool throughout the season, and at the same time
enable him to retain all the merits of his individual clip.

According to this plan, each grower shares in the total proceeds of
all the wool in the same proportion that the appraised value of his
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clip bears to the total appraised value of all the wool in the plan, less
the individual charges on his wool. ‘The plan provides for 4 months’
free storage of all wools. After that period, storage charges are as-
sessed against the nnsold wools and these are shared by all tha partici-
pating growers, regardless of when an individual clip may be sold.
Each grower’s wool or each graded lot, after arrival in the warehouse,
is given & thorough examination by experienced wool appraisers.
This examination covers grade, color, style, staple, shrinkage, and all
other factors which influence values. The details of this examina-

tion of each individual clip are recorded and are used in appraising
the grower’s clip. (Fig. 14.)

Under the unit marketing plan, the National Wool Marketing
Corporation accounts o each association by grade or lot as sales are
msde. The wool of several different associations may be disposed of
in one large sale, but there is no commingling of wools from different
associstions. The association accounts to the grower on the basis of
the quantity and the aversge selling price of each grade he delivers.
An original-bag clip sold under this plan is sccounted for aceording
to its shrinkage and the average price for its particular type of wool.

OPERATION OF THE UNIT MARKETING PLAN

llustration |
. Seli- Patici-
A ppraisal - _ i
N . ing Proceeds Cip's pation
Uip | Pounds ';:‘ Ap':;;mf f:; price from partic- | price
pound per sales pation per
A 6600 | $0.14 $92400 | 155 ) $0.13 ]} $85800 | 3$950.31  30.144
B) 7900] 16 }[1,15200]193] s} vos000] 1,18398) 164
C 8,500 144 | 1,232.50 | 20.7 A5} 1.27500 | 1,96912 149
D {12,000 192 144000 | 24.2 A3} 156000 | 1,483.70 84
E |} 9700 94 1 1,21250 | 20.3 A4 § 1,.358.00 | 1,244.59 198
................. 596100 1000 {.......] 613100 | 613100 ¢{.......
Hustration H
A £ .60 $0.54 192400 | 15.5 § $0.16 [31,056.00 | 3980.37 | $0.149
B 7,200 16 ] 115200 193 A5 ] 1,08000 § 1,220.73 g7
C | 8,500 440 1,239.50 | 207 13 ] 1,10500 | 1,309.98 354
D | 12,000 12 | 144000 1 242 | .16} 192000 153065 | 198
E| 9700 a2y 121250 | 203 121 116400 | 128397 132
................. 5.961.00 1000 |.......]| 632500 | 6,325.00 |.......

Under this plan every grade and dip is accounted for on a merit basis.
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‘When sufficient wool has been sold, values are established for each
grade and type of wool, based upon the current market and upon
sales which have been made. These values or prices in this relative
scalo are called yardstick values. By applying these values to the
description of the wool, the participating value of each individual clip
is determined (fig. 15). The total of these individual-clip values
constitutes the total appraised value of all the wool in the plan.

As soon as appraised participation values have been determined,
e statement of participation is prepared for each grower. This
statement shows the value of his wool and the amounts of the several
deductions, such as advances, freight, commission, and interest on
advances. Individual interest, as shown on the statements, is the
amount duse fo the date of the statement; thereafter interest charges
are handled as a charge ageinst the pool as a whole.

The participating value, less deductions, results in the net equity
of the clip, which is the amount the grower will receive if all wools
are sold for their total appraised values.

An important advantage of the unit marketing plan is that it
permits partial payments to all growers whether or no# their individual
clips have been sold. These participating peyments are made just
as soon as the sales proceeds exceed the charges against the wools
included in the plan. The dates of the payments depend upon the
volume of wool sold. If, through sales made, money becomes avail-
able before the preparation of the statements of participation, it is
sent to the growers as a partial payment on & weight basis. After
the statements are issued, partial payments are based on the relative
participating value, less deductions.

The fundamental principle of the unit marketing plan is to give
each grower an opportunity to benefit from favorable market prices
during an entire selling season. The National sells during the entire
selling season, and in this period there will always be price changes.
Some growers' wool will bs sold last, some first; and some growers’
wool will be sold at the low point of the market, some at the high
point. :

It is also possible with some of the smaller cooperative aceumula-
tions that the total clip of one cooperative may be sold out either at
the top or at the low pointin themarket. I either condition were true,
it would result in inequality under the ordinary way of making returns.
The unit plan, however, assures all growers and all cooperatives of
participation in sales made throughout the season and protects any
grower or cooperative from being penslized because an individual
clip or en accumulation was not sold af & favorable time. Small
farm-flock clips, as well as large clips from the western ranges, can
participate with equal benefit.
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The unit marketing plan, first used in 1932, has operated to the
advantage of the wool grower even under disturbed economie condi-
tions. It affords an equitable method of selling the produect of many
growers and simplifies the rendering of account sales by local asse-
ciations. In 1933 the plan was used extensively and with enthusiasm.
In 1934 a still greater tonnage was bandled in this way. Two of the
fleece-wool associations perticipated. The low returns received for
this clip eaused criticism of the plan, but the criticism should have
been directed toward an unwise sales program rather than against the
unit marketing feature. Of the National Wool Marketing Corpora-
tion's 1934 holdings, 22.3 percent was sold during May 1935. It
developed that this was the low point of the market for the 1934-35
season. The selling of such s large percenfage in 1 month was
inconsistent with the principle of the plan which is based on a more
ratable distribution of sales throughout the year.

Little wool has been sold by the National through the unit market-
ing plan since 1934, slthough it is probably the most truly cooperative
plan yet devised for selling wool. One reason for its lack of populanty
may be that it is difficult to explain clearly to growers. As cooperative
wool marketing develops, growers undoubtedly will become more
familiar with cooperative principles and this difficulty may be

sliminated.
Sales Problems

Tke local associations have voiced comparatively little criticism
of the sales of fleece wools by the National Wool Marketing Corpora-
tion. The sale of the 1934 clip was an exception because the bulk of
that clip was sold during the spring of 1935 on a declining yet active
market.

Following this experience local associations began to take more
interest in the sales policies of the National. Some associations
demanded that their wishes be considered in regard to the time of
sale of their wool. This demand caused some wool to be held beyond
the peak of the market. A few local sssociations even demanded
that offers from manufacturers be submitted to them for approval
Such policies naturally interfered with the selling operations. The
associations which ordered that a certain percentage of their wool be
sold each month have received higher final net returns than the asse-
ciations which have placed too many restrictions on sales and (fig. 13)
endeavored to sell all accumulations at the market peak.

A study of the sales of the 1936 clip (fig. 13) shows about the same
general movement of wool to manufacturers as in 1935. The wool
sold during May and June was sold at the demand of growers but,
because the sales were controlled by the National Wool Marketing
Corporation which had access t¢ more than the ordinery country

153737 ~20——4
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sales outlets, the growers were able to get the best prices.obtainable
on that market. The remainder of the 1936 wool handied by the
corporation was marketed in an orderly manner and the bulk of it
was sold on a strong end advancing market.

It is the desire of all the associations to have each clip sold and
accounted for before the next clip is ready for market. However,
market conditions have not always been such that this was practicable.
The average date of final settlement to growers is 8 to 10 months from
the time of delivery.

Accumulations of certain cooperatives may be sold more quickly
than those of others because there is a demand for particular grades
of wool. For instance, the fabrics that are popular in one season
may demand Three-eighths or Quarter-Blood wool; the next season
the popular fabrics may require Fine or Half-Blood wool. The
associgtions having the grades of wool in demand may be able to
make final returns months in advance of other associations.

Marketing Costs

There is considerable variation in the items of cost, but total market-
ing costs sre fairly uniform among the various associations, It is
difficuls to break down each association’s costs into expenses for
field work, local commissions, educational work, and other items,
because many of the managers do not segregate these items in their
operating statements. However, average marketing costs of 13
mssocietions selling through the National Wool Marketing Corpora-
tion from 1930 to 1936, inclusive, ran approximately as follows:

Coxt per 100 pounds
Loeal association ¢harges- o oo e oL $1. 15
Grading and warebousing. cc e e - oo crem e 1. 35
National selling charges. - ___ e 1. 50
_ Freight charges . o oo 115
Total marketing coste . . neeo o ___ 5. 10

Insurance is included sometimes in one and somstimes in sanother
of the above items. The National Wool Marketing Corporation
carries a blanket policy which covers losses by fire and flood on each
member’s clip from the time it leaves the sheep’s back until it is sold.
All wool is insured against theft from the time it reaches an association
warehouse.

Local association charges vary from 45 cents per 100 pounds to as
high as $2.98. This wide range is caused by various factors. One
association includes only the manager’s salary under local charges;
all other costs are set up under warehousing charges. High costs of
locel operation are usually the result of small volume and high
assembling charges. .

The National Wool Marketing Corporation’s charge for selling in
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1938 was $1.10 per 100 pounds on fleece wools. In some instances,
however, the loeals require other services, such as grading, storing, and
rendering of account sales. In such instances the total charge may
be more than $2 per 100 pounds. For the seasons 1936-38 the cor-
poration sold some sccumulations for cooperatives at shearing time.
For this service the charge 18 85 cents per 100 pounds. No grading
or storing is done under this plan, and the buyer takes delivery in the
country. In transactions of this kind the corporation has previously
cbtained an order from a manufacturer.

Some associations are more fortunate than others in their warehouse

arrangements. The services rendered by the warehouse company
also vary considerably. The costs of grading end warehousing at the
time of the study ran from $1.15 per 100 pounds to 31.65. Two
associations owned part of their warehouse facilities. Others con-
tracted for them, ususlly on a seasonal basis.
- The freight-charge item is variable each year for each association.
Some associations’ accumulations are shipped to Boston and from
there to manufacturers. Other associations hold their wool in Jocal
warebouses until it has been sold by ths National Wool Marketing
Corporation, when it is shipped direct {0 manufacturers, who may
be 100 miles or 1,500 miles distant. Water routes are used whenever
practicable. Several associations have been able to obtain through
ratea on less-than-carioad shipments of wool from country points to
eastern manufscturers. This represents a saving over the wusual
method of paying s local rate to the assembling warehouse before
getting a through billing to manufacturers. It greatly facilitates
handling in some sections, as growers can ship small lots direct to
the assembling point without paying a penalty in freight charges.
The wool then can be graded, arranged in selling lines, and moved
on to manufacturers in merchantable condition.

Often it is impossible to assemble & carload lot at a local shipping
point. Where the locsl shipping point is ocut of line with the ware-
housing point and there is 8 back haul, some growers are charged the
less-than-carlot rate. This is not common, however, as assembling
warehouses usually are located at strategic points. Fleece wools
have 8 minimum carload weight of 16,000 pounds. The minimum
carload weight for territory wools is 24,000 pounds. In all cases the
local sssociations and the National attempt to move the wool to the
various manufacturers at the lowest possible cost.

A careful study of the charges made by associations indicates that
it might be difficult to reduce these costs. Grading and warehousing
charges may possibly be reduced slichtly as volume increases, but it
would seem inadvisable to reduce the commissions that go to the
associations for their operating costs such as salaries for employees,
field work and educationsl expense. Growers appreciate dividends
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from cooperatwe sssociations much more than they appreciate
reductions in marketing charges.

For the most part, the local associations have not demonstrated to
growers that individual members have any equity in the asscciation’s
earnings or savings. The philosophy of one outstanding cooperative
leader, based on 25 years of cooperative marketing experience ranging
from grower to association menager, is that every association should
be in & position to return to its members every few years something
besides net returns for wool marketed. This return may be in the
form of patronage dividends, retirement of stock, or reserves refunded.

A good start in this direction was made when several of the assocta-
tions distributed to members their pro rata part of & $200,000 patron-
age dividend declared by the National Wool Marketing Corporation.
It was felt that this extra income should be returned to growers, but
in some instances the local associations were not in position to do
this, because members were already overadvanced on the preceding
clip or association reserves had been depleted and local directors felt
it advisable to replenish these funds. '

The national organization accumulated these earnings from storage
and interest charges on the 1934 clip, as the bulk of this wool was
not sold until the spring and summer of 1935. Costs of operations
are figured on the minimum length of time the bulk of the wools are
usually in storage. Becazuse of very slow sales, warehouse sctivity
was lessened and overhead expenses reduced ; therefore, the long-time
storage charges amounted to an additional profit.

Minimum Tonnage for Efficiency

From the experiences of numerous local associations, it is estimated
that 500,000 pounds of wool is the minimum for an economical
opersting unit. Associations handling less than this quantity ere
considerably handicapped for lack of income. It is not possible to
put on a full-time manager, render complete marketing services and
carry on the necessary educational work with the income from two
to thres hundred thousand pounds of wool, unless the contributors
are heavily assessed or there is some unusual way to absorb the costs.
Every possible effort should be made to secure at least half a million
pounds of wool, not only to insure low costs but to afford sizable
graded lots to attract mill buyers. If this is impossible it probably
would be better to combine activities with another wool cooperative
or another commodity cooperative until such time as sufficient
tonnage for economical operation can be had.

Management Problems

Managers must be men in whom the directors and members have
complete confidence. One of the common faults of managers is to
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fail to give full information to the directors on activities and practices
of the association. Members also should be given all possible infor-
mation. The extent of the manager’s authority should be clearly
stated and he should not be handicapped by the fact that other
persons have positions of equal authority. The problem of teo much
manegerial authority has arisen in several associations. In a few
instances the directors have been virtually ignored in determining
policies and the mansger has come to regard the association as his
own private business. Wool cooperatives in common with other
associations should aveid employee domination and control.

In an effort to maintain and build up volume, managers sometimes
discard cooperative principles and obtain tonnage by meeting sll
competition. Experience has proved that this is a costly and hazard-
ous method of getting business and associations that have endeavored
to follow their competitors’ tactics have frequently sustsined heavy
losses. A few mansgers do not make a strong bid for increased volume
as long as they receive sufficient tonnage to pay operating expenses.
For the most part, however, managers have been active and aggressive
and results have shown progress.

Like any other business executive a manager must make certain
that the cooperative gives satisfactory service and results. He should
not expect growers to patronize the sssociation merely from a sense
of duty or loyalty to a loecal cooperative enterprise. It is important
for mansgers to maintain friendly relations with all groups of farmers
irrespective of their ideas on wool marketing. Managers who have
tried to be helpiul to competitive pools have frequently made progress
in building their own association’s volume. Outside groups should
be epproached from the standpoint of service rendered by the ecopera-
tive. Demonstration of the advantages of State or regional organiza-
tions wins more support than does criticism of the methods employed
by local pools.

Some of the smaller associations handling less than 500,000 pounds
of wool ars handicapped by not having a full-time manager. A well
planned program of receiving and grading wool, making commodity
advances, rendering account sales, and ecarrying on educaticnal and
field work demands the services of a manager the year around if
growers’ interests are to be served well. 'When there are slack periods,
as there will bs, it has been found practical to have the manager work
with another cooperstive program closely associated with wool.
This keeps him in touch with his membership and divides the field-
work cost.

With few exceptions there appears to be a lack of understanding
on the part of local association managers of the National Wool Mar-
keting Corporation’s operating problems. Such lack of understanding
ususlly brings about an unsympathetic attitude. It is imperative



48 FARM CREDIT ADMINISTRATION

that managers of local cooperatives be fully informed regarding the
operations of their national sales agency and the program in which
they are participating.

Successful eooperatives in wool and in other fields have found that
it pays to fill vacancies in their orgsnizations from their own ranks.
1t follows thet opportunity for education and training necessary to
responsible positions in the association should be offered promising
employees.

The associations that have shown the most progress are those that
have an active, interested board of directors. It may be difficult to
get an active working board of directors. Unless there is one, how-
ever, one or two directors carry the load and direct the policies, and
the remaining members of the board act merely as onlookers.

As a rule, directors selected by districts have proved to be the most
satisfactory. They give more evidence of assuming responsibility
than directors appointed by popular vote regardless of districts.

Bylaws of most wool cooperatives stipulate that directors must be
wool growers. In a few instances directors might be disqualified by
this provision if the question of their eligibility ever were raised. Asa
rule these directors have been wool growers at some time but have
retired from business and have kept their membership in the associa-
tion. Some of the directors chesen outside the active membership,
however, are experienced and capable and have rendered valuable
service to the associations, '

A fow associations have had directors who wished to be on the pay-
roll. The cooperative that places its directors on a permanent salary
basis invites criticism from its membership. The practice is dangerous
to the welfare of the association.

Directors of some cooperatives do not patronize their own associa-
tion. This is sure to react unfavorably on the membership. To cor-
rect this condition associations might amend their bylaws to require
delivery of all wool grown as a prerequisite to election on the board of
directors.

Some associations have had no change in the board of directors for
many years. As s result some boards have spparently gone stale.
A provision in the bylaws limiting the term of directors or stating
that no director could succeed himself would tend to remedy this
situation. While a provision of this nature would involve some risk of
losing & good director temporarily, it would insure & turnover on the
board of directors. Furthermore, outstanding men who might be
forced off the board by such limitations could be reelected by the
members after an intervening term.

Associstions making the greatest progress are the ones in which the
directors are active in determining policies and whose executive com-
mittee meets often to carry out the instructions of the board.
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Membership Problems

Although sheep raising has been an important part of their planned
farming operstions for many years, only a relatively small number of
fleece-wool growers consider marketing of wool sufficiently important
to try to get higher prices. Because so many farmers consider wool
selling & side-line business it offers relatively wide margins of profit
and a great number of junk dealers and cother independent buyers
have entered the wool-buying business. Clips are small in most of the
fleece-wool States and growers are tempted to sell to the first buyer
because the total amount of money involved is not large. They give
Iittle thought fo the effect their sale may have upon that of their
neighbor who may be trying to support the market structure by mar-
keting cooperatively throughont the year rather than dumping on
the market at shearing time. Associations bordering the territory
States secure large clips from growers whose income from wool is
great encugh to interest them in marketing their clip to the best ad-
vantage. The following table illustrates the average tonnage per
member for the various associations. It shows the average fleece-wool
clip to be 387 pounds. The Nerth Dakota and South Dakota
averages are the highest, as many members in those States raise sheep
and wool for their prineipal incoms. (See table 6.}

Tasie 6—AvErRAGE ToNnaGE PER MEeueer oF FrLEece-Woor Coor-
ERATIVES, 1930-36

Aserape tonnape

Name of association: gy i

Caoperstive Wool Growers of South Dakota: {pounds}
Flemor_ e rmmmam—a————- 657
IOy o e me e s e - ———— e 3,270
Hlinois Livestock Marketing Aseocietion. ___ ... . ______________ 274
Indiana Wool Growers' Assoeiation_ . ____ . _____ .. _________...... i87
fows Sheep and Wosl Growers’ Asseeiation_ ... .. _......_______ 361
Kentucky Wool Growers’ Cooperative Assoeiation.___._.__________ 340
Michigan Cooi)emti?e Wool rketing Associntion__ _____ ... ....._. 491
Midwest Wool Marketing Association. o . oo oo comomee oo ____ 515
Minnesota Cooperative Wool Growers’ Assoeciation. ... _______.____ 338

The Kew York State Sheep Growers Cooperative Associations, Ine_. 386
North Dakota Cooperative Wool Marketing Association:

Territory & e 1, 686
Tnited Wool Growers' Assoeistion, Ine .. _____ .. .__. I 192
Wisconsin Cooperstive Wool Growers' Association.___.__..______.__ 321

Average fleece elip. . o L iiaiaiooo- 387
Average olip. .o mcmemcaeam—a 2,478

1 No territory wools recsived for the yeurs 1935-38.
Souree: Information obisined direst]y from the azsocdations

Another barrier to cooperative growth in several States is the fact
that sheep shearers are often wool buyers. Concessions on shearing
prices are granted to farmers if producers agree to sell their clip to
the shearer. To meet this kind of competition, one association
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has organized shearing rings wherein groups of farmers in 2 given
locality agree to have their sheep shorn by one shearing crew. A
vepresentative of the cooperative association supervises the shearing
ring in order to get betier shearing rates and weighs and receives wool
at the farm. The association furnishes bags and twine at cost. This
extra service 1s offered &s an incentive to farmers to adop$ cooperative
methods of marketing.

Seasonal Character of Operations

The local handling of the wool clip is & highly seasonal operatien.
The busy months are April, May, and June when the sheep are shorn
and wools are delivered to the eooperative. Grading operations take
up the next 2 months, and from that time on the wool is kept in storage
until it is sold by the Nsationa]l Wool Marketing Corporation. The
centralized plan of selling through the National Wool Marketing Cor-
poration for the most part relieves the local cooperatives of selling,
although the local mansager occasionally acts as the agent of the
national association in making sales. The Ohioc Wool Growers’
Association has sales offices and storage facilities both in Boston,
Mass., and in Columbus, Chio.

The fact that production and grading operations are seasonal makes
it difficult to maintain & year-round interest in wool marketing. Both
the management and the membership of local associations sometimes
cease all activity from the time the ¢lip has been received and graded
until account sales are rendered or another season rolls around. Some
associations have found that annual meetings held during the fall or
winter and followed by district educational meetings are an effective
method of maintaining grower interest throughout the year. Group
trips to the warehouse and grading demonstrations are also suggested
as a means of keeping up grower interest. Some managers have taken
advantage of the slack period to present educational material which
keeps the wool marketing program before the growers every month in
the year, -

Membership Relations and Agreements

The membership turn-over for the wool associations is quite large.
According to estimates by managers, some cooperatives have less
than 25 percent of their members shipping wool 3 consecutive years.
Only one association reports as many as 90 percent of its members
shipping for 8 successive years. The average annual turn-overis
estimated at about 50 percent. This seems to indicate need fors
better understanding between members and associations.

Agreements used by the various associations are, for the most part,
very similar in requirements. The uniformity is due to the fact that
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the Natioral suggested a type of agreement in 1930, which was adopted
with few exceptions by all the cooperatives. It is quite similar to
agreements used by some associations several years prior to 1930.
(See Appendix, p. 82)

There appesars to be & tendency on the part of managers to simplify
and shorten this agreement, slso to make it more lenient. They
believe that the length of the agreement confuses many growers and
that they are reluctant to read it through and sign it.

Although most of the associations do not have an accurate record
of market agreement violations, the managers state that the number
is estimated to be from about 15 percent fo as high as 75 percent of
the membership of some cooperatives. The Kentucky Wool Growers’
Cooperative Association reports the best record in this respect. Until
19335 this association had practically no violations of marketing agree-
ments. Delayed returns from sales of 1934 wools and ultimate dis-
satisfaction with them were undoubtedly the causes for many wiola~-
tions of marketing sgreements the following year. Buyer activity in
the country during periods of rising prices is responsible for many
market agreement violations.

Associations have made little if any attempt to enforce marketing
sgreements. If a grower does not fulfill his contract to eonsign his
wool, the cooperative usually does little sbout it, fearing that any
attempt to recover damages would receive ad verse publicity that would
be detrimental to the association. In this way the association might
lese tonnage. Many dyed-in-the-wool cooperators, however, believe
that if agreements were enforced, growers would have more respect
for their organization, and thereby build & more solid cooperative
foundation.

In order to be fair to both the grower and the ecoperative, the grower,
when he signs an agreement to ship his wool, should be bound to ship
for at least 3 and preferably 5 years before exercising his withdrawal
privilege. Experience has shown that growers flock to the cooperative
when markets are declining and desert it when markets are rising.
Therefore, if growers are to give their cooperative a fair trial, they
should ship for at least & 3- or 5-year period.

Figure 5 lllustrates what growers do as markets decline and advance.
A 3- or a 5-year agreement would tend to level out the volume figures
from year to year and the cooperative would have a chance to demon-
strate its advantages to the grower. Long-term agreements with
growers help cooperatives to weather the lean volume years which
follow a year of declining prices. The position of the sales agency
for the eooperative is also strengthened as it can anticipate the
volume and type of wools it will have to sell before manufacturers
come into the market. Manufacturers quickly learn where there is
a consistent source of supply for their particular needs. Cooperatives
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that can anticipate their volume and the types of wools they will
handle can readily attain a regular cliantele among manufacturers.

Probably the eause of the majority of broken marketing agreements
lies in the fact that representatives of the cooperatives, in their eager-
ness to build volumne, have not explained thoroughly to growers the
various provisions in the sgreements or the necessity of signed
marketing agreements. It is evident that s greet many of the
members treat marketing agreements very lightly.

Handling Nonmember Wool

Some growers desire to handle their wool through a cooperative
but refuse to become members. Several associations do not attempt
to handle nonmember business but a few do take a certain amount of it.

Nonmember business is handled in various ways. . Two associations
make direct sales for nonmember pools. Anecther association buys
various quantities outright from growers who will not consign their
wool. Usually this quantity is very small. Three associations
handle nonmember eonsignments by making a higher charge to
nonmembers than to members. The charge ranges from $1 per
grower to one-fourth or one-half cent per pound. This charge is
applied uniformly to all nonmembers. Growers are informed of the
charge befors it is levied and are encouraged to join the association.
One association does not take nonmember wool, but allows the ware-
houseman who handles the cooperative wools to buy it. Another
cooperative handles nonmember wools on the same cost basis, but
the growers have no vote in association saffsirs. Five associations
handle no nonmember wools under any condition. This policy seems
preferable.

There are, however, independent pools and accumulations that
the cooperatives should make an effort to control in order to safeguard
market structure. With a continued sympathetic attitude on the
part of the cooperatives, it is believed that the majority of these stray
pools and accumulations can eventually be brought in.

Overlapping Territory

Nearly every association receives some wool from territory claimed
by ancther cooperative. This situation is not serious, however, ss
there are only isolated instances in which ona association actively
solicits wool In another’s territory. With few exceptions, wool that
one association loses to a neighboring cooperative is offset by wool
coming to it from other areas. As far as practical, however, territory
should be divided between cooperatives and there should be mo
competition for volume among them. A few cooperatives operaie
in some areas at a noticeable disadvantage. For the best interests
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of growers, cooperatives should confine their operations to those areas
that they can serve most efficiently. Figure 4 shows, in a general
wey, the territory served by cooperatives, including the independent
cooperatives, and indicates where small pools operate.

Field Service and Educational Work

The maintenance of n satisfiactory field force to contael growers
and sccumulate wool is & constant problem for practically every asso-
ciastion. It is difficult to secure the type of fieldmen needed for the
short assembling season at a reasonable cost, and there ususlly is a
turn-over of this type of personnel. The old-line trade holds its local
representatives by paying them an average of 2 cents per pound for
wool accumulated in the fleece-wool areas and attractive commissions
for the larger ranch or range clips. Ths cooperative’s interests, how-
ever, are with the grower and in its attempts to keep assembling costs
at & minimum, it sometimes has difficulty in employing fieldmen of
the right type.

Field work may be classified generally as of four types:

{1) That done by local assemblers. Seven of the associations oper-
ate through local assemblers who are paid on the basis of one-half cent
to three-fourths cent per pound for all members’ wool which they
receive, weigh, and ship. Some of the assemblers are hired outright
on this basis although many are merely designated es local assemblers
to make commodity advances to growers. Besides local assemblers,
who number froin 30 to 250 per assccistion, there usually are fieldmen-
at-large who are employed either for the season or on an annual basis.
The principal job of these fieldmen is to coordinate the work of the
local assemblers and to contact growers. Often the directors act
a8 fieldmen during the busiest part of the season and are usually paid
on 8 per diem basis.

(2} Field work done by county growers’ organizetions. Three
associations depend upon local county growers’ organizations to do
the essembling. Where this is done the local county organization
makes its own assembling charge, which is levied by the local group
_ independent of the marketing association. In such cases the associa-
tion manager or & representative of the marketing association merely
takes charge of the wools after they have been assembled and delivered
to the county organization. The marketing association then makes
the commeodity advances either in & Jump sum to the local pool manager
or direct to each grower as the county organization may request.

(3) Assistance of county agents. One association depends on
county agents to assist as local assemblers, the manager attempting
to handle the bulk of the field work by correspondence.
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{(4) Through correspondence. The manager of another association
attempts to handle practically the whole field program by mail,
relying upon instructions in letters to get membership work and
assembling done. The association attempts to handle each clip
direct from the grower to the cooperative, oceasionally dealing with
& small pool. '

Of the four methods of handling field work, the first has resulted in
the largest tonnage as well as the greatest cost per pound. In some
areas growers have reduced procurement costs by pooling their wools
without employing assembling agents.

Growers soon see the advantage of assembling wools themselves
in order to save costs to the association and to themselves. The
second method probably is the most satisfactory when the county
organizations are developed into responsible units. This type of
organization also promotes general interest in better production and
marketing programs.

The third method would hardly seem justifiable over & period of
years, although most county agents regard marketing as one of their
major projects. County agents, however, should supplement the
work of the cooperative rather than take the responsibility for local
assembly and organizetion. They cannot be expected to continue
to support & program without active help and demonstrations ef
appreciation from the State or regional association.

The fourth method is unsound because it is impossible for & manager
to handle adequately all field details and manage the affairs of the
association at the same time.

Field Service of National Weol Marketing Corporation

For 2} years, 1930, 1931, and part of 1932, the National Wool
Marketing Corporation had a field service that was helpful to local
associations. A representative of the national orgenization visited
the local associations, advised with officers and directors on their
problems, attended grower meetings, and reported back fo the na-
tional. This type of service tended to build a sympathetic under-
standing between the national and its member associations because it
gave each & bettar understanding of the problems of the other. For
administrative reasons, this service was discontinued for about 4

ears,
Y Late in 1936 the National Wool Marketing Corporation again gave
consideration to the importance of local contacts and employed a
man to devete part of his time to working with fleece-wool associations
on organization and educational problems. The revival of this work
has brought about very favorable results. Suggestions have been
meade to essociations for improving organization set-ups and educa-
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tional and service work for growers. Plans for improvement in local
operaiions have been submitted to local managers. In addition,
market news information and statistical services were furnished for
managers, growers, and otbers inierested in the development of
cooperative wool marketing.

During the period in which field service was discontinued there
were several instances of misunderstanding between the National
Wool Marketing Corporation and some of its member agencies. Itis
probable that costly errors might have been preventied and a better
relationship established had closer contact between the two groups
been maintained continuously.

Although the 12 fleece-wool associations are stockholder-members
of the National Woal Marketing Corporation and might be termed
integral parts, they appear to be definitely evolving into separate
uniis with individual characteristics. FProblems are different in
different States, and the nationsl organization should work with each
associstion according to its own particulsr problems. The result of
stronger local associations probably will be that the National will
eventually become strictly a sales agency and that assistance other
than sales service to locals will become largely of a research and
educstional nature.

Annual Meetings

Only 3 associations have been able to interest the growers suffi-
ciently in their marketing program to hold instructive, well attended
annual meetings. An average of 160 growers attended the annual
meeting of each of these sssociations.

It is significant that these 3 associations are also the most successful
organizstions among the fleece-wool cooperatives. As many as 600
growers have attended the annual meetings of the Cooperative Wool
Growers of South Dakota. This orgenization has an average active
membership of about 4,000, probably 70 parcent of whom are farm-
fiock growers. The attendance st annual meetings, however, iz
largely drawn from the producers in the range ares. Much of the
success of this association is due to its ability to hold well-attended
annual meetings and interest the growers in various phases of the
industry. Growers also like to have their cooperative take the lead
in bringing about improvements in their industry.

Informational and News Service

In addition to the service of handling wool, nearly all the associations
carty on some informational work. Meetings of growers are sponsored
at which the advantages of the cooperative method of marketing are
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presented. Grading demonstrations have been conducted at country
points and in warehouses. A few of the associations have effectively
demonstrated to growers the benefits of long-time participation in
cooperative marketing. As & whole, however, little progress has been
made by the cooperatives in the development of educational programs
leading to production of a better elip and more skiliful preparation of
wool for market.

Prior to 1937, the National Wool Marketing Corporation assumed
very Little responsibility for the dissemination of publicity and educa-
tional material. In 1937 a department was set up, the duty of which
is to prepare and distribute information. This department has issued
material in the form of handbooks, operating plans for local associa-
tions, and timely news releases. Assistance is offered each local
association in its individual educational and publicity programs.

Great progress has been made by this department and greater prog-
ress 18 assured if the local associations continue to request this type
of service.

Cooperative Relations with Other Organizations

The support of general farm arganizations has contributed greatly
to the success of & number of the wool cooperatives. Contacts which
State college extension departments have with farmers place them in
a splendid position to give valuable assistance to cooperative wool
marketing. The States that have made the greatest progress in
cooperative wool marketing are those that have had the continued
support of the extension groups through periods of falling as well as
of rising markets.

Wool cooperatives overlook an opportunity for development when
they do not work closely with other sound farmer-coopersative associa~
tions. Several wool associations sare now working closely with co-

- operative livestock marketing groups fo the mutual benefit of both
commodity groups.

Production credit associstions operate in nearly every area served
by wool cooperatives, Production problems and marketing problems
are so closely related that for the best interests of the growers which
these groups serve, & close cooperative relationship is desirable,



Achievements of the F leece-Wool
Cooperatives

FROM contacts with, and studies of, the flesce-woal marketing as-
sociations, one is convinced of the worth-while services which these
organizations have rendered the growers. Although it is difficult to
measure the exact contribution of any farmers’ association to improve-
ment in the marketing of a commeodity, the following are some recent
developments in wool marketing in which the flesce~wool cooperatives
have had & significant part.

Reduced handling costs bebween grower and manufacturer—The
spread between the growers’ price of fleece wools and the Boston mar-
ket price has narrowed considerably since 1930. Figure 16 shows
this spread from 1925 to 1936. While several factors were no doubt
responsible for this narrowing, it is true that beginning in 1930, when
the National Wool Marketing Corporation became a factor in the
wool market, the handling costs were reduced and there was subse-
guently less difference between the growers’ price and the central
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The spread between the growers’ price and the Boston price averaged 12.8 cents per pound
for the years 1525 to 1929, inclusive. Berween 1930 and 1932, the first years of intensive
cooperative activity, it averaged 8.8 cents per pound.  After 1932, because of decreased
cooperative tonnage, the margin widened somewhat. (Data from reports of U. 8.
Bureau of Agricultural Economics.)
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market price. The efforts of the cooperatives to make the greatest
possible returns for their members undoubtedly played an important
part in this change.

Improved markel.—Before cooperative volume was an Important
factor in the wool market, the prices paid by wool buyers in the coun-
try were often out of line with central market prices. During periods
of declining market prices buyers were often conspicuously absent in
the wool-growing sections, but with the coming of the eooperatives
this condition has changed. When the cooperative announces an
advance basis, the dealers are encouraged to buy and a market is often
established when none had existed before. Once the stimulus has
been given, prices have frequently continued to advance throughout
the shearing season. The cooperatives having a large portion of the
stocks are able to judge the tenor of the market and disclose it in their
advance basis. Thus the dealers are led to offer a price in line with
the central market.

Many wool growers believe that the quantity of fleece waol, along
with territory holdings, controlled by the National Wool Marketing
Corporation and the orderly method employed in selling this aceumu-
lation have had a wholesome and stabilizing effect upon the market.
The corporation has been instrumental in preveating unreasonable
market declines and likewise has been given credit for bringing about
price advances when they were justified. If a larger proportion of the
clip were under its control, it is believed it would have a greater stabi-
lizing effect on the market.

Comparison of prices at shearing time with average annual prices of
fleece wools indicates that the consistent consignor should benefit
through his loyalty to the cooperative method (fiz. 2). The normal
selling procedure of the National Wool Marketing Corporation is
shown in figure 13 and the trend of monthly prices in figure 3.

Sales on a@ merit basis.—Before the cooperative method of selling
wool was inaugurated, the principal method employed by growers was
the direct sale of their entire clip to a dealer or eountry buyer at a flat
price, regardless of the various grades and qualities of wool repre-
sented. One of the most important accomplishments of the coopera-
tives has been the sale of each grower's wool on a merit basis, A
grower who produces a good quality clip is not penalized by having
his wool sold with a poor quality clip (fiz. 17). On the other hand,
the poorer quality clips, while bringing less money than good quality
wools, are sold to betier advantage when aligned in sizable lots of like
grade and quality (p. 26).

Information o growers.—By marketing cooperatively growers have
become acquainted with the many problems encountered in the
preparation of wool for sale to manufacturers. This has demon-
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Ficure 17.—PiLes oF Grapep WoorL Awarmine Buver InspeEcTION.
Wool piléd in this manner is attractive and can be readily inspected by buyers.

strated to growers the qualities and characteristics of the wools which
bring the best returns. Knowledge of grade, quality, shrinkage, and
mill purchasing price has resulted in improvement in production
practices and better preparation of wool for market. Such complete
information is not available to the growers marketing through small
private dealers who lack technically trained field agents.

It is the policy of the National Wool Marketing Corporation to
classify and market each clip on its merits and give the local coopera-
tive and the grower all the information possible regarding its handling
and sale. :
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Possibilities for Further Service to Growers

COOPEB.ATIVE wool merketing associations need a comprehen-

sive program of service end education for their members, It is
the responsibility of the officials of these organizations to anticipate
memnbers’ needs and to be prepared to promote growers’ interests in
every way. The associations must not only be in a position to serve
growers but must keep their members conscious of & need for this
service. The following are some suggestions for further strengthening
the program of these organizations,

Financing.—The most essential feature of a good cooperative strue-
ture is a sound financial program. Establishment of the Federal
intarmediate credit bank system in 1923 offered growers s reliable
source of credit at reasonable interest rates and gave them an oppor-
tunity to market their wool cooperatively. Prior to this time many
private lending agencies had, more or less, dictated the marketing
policies of many growers. Thé Federal Farm Board established in
1929 and the Farm Credit Administration which replaced it in-1933
gave further assistance, through the Banks for Cooperatives, to the
growers in the formation and operation of their associations by grant-
ing long-term marketing and facility loans. Through eooperation,
farmers are offered an opportunity to build suoccessful agricultural
credit and marketing systems which should go & long way towsard
stabilizing the wool-growing industry.

In an effort to make immediate returns to growers as large as pos-
sible, many local associations have neglected the establishment of
reserves, 'This is generally recognized as unsound. If the plan is
properly understood, growers do not object to setting up reserves out
of earnings or by specific retains for each unit of commodity handled.
After sufficient capital has been accumulated to meet the needs of the
association, the earliest amounts retained may be returned fo the
patrons. Nothing is s effective in building up growers’ confidence
a8 visible monetary returns that reflect the financial condition of the
association.

Some of the member associations have felt that, as long s the
National Wool Marketing Corporation was building up reserves, it was
not necessary for the locals to do so. Unfortunately, this leaves the
member associations financially dependent upon the naticnal organi-
zotion even in minor emergencies. This condition is not conducive
to the building of local responsibility. A local association that has
no reserves cannot long command the respect or hold the conﬁdence
of growers.

6o
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Improvement of sales policies.—Experience has proved that coopera-
tives are in a better position with their membership if each clip is soid
and accounted for before the new clip is ready for the market, Every
sffort should be mada to follow this procedure. 'This ofien calls for
disposing of some wool each month of the year rather than trying to
guess the peak of the market and sell all holdings at that time. All
sales of wool belonging to any member agency of the National Wool
Marketing Corporation should clear through that organization.
This poliey is vital for the continued success and security not only of
the corporation but of the local cooperatives. It should be adhered
to strictly.

One of the practices in the wool trade which is also followed by the
cooperatives is to allow 1 percent discount to manufacturers who pay
cash in 10 days or net bill if paid in 30 days. This practice, which
many local cooperatives would like to discontinue, probably speeds up
accounting to growers in many instances. To some growers, however,
the discount seems unjust. The cooperatives should take the lead in
trying to reinedy this situation.

Grower control through the medium of cooperatives should be able
to eliminate much market manipulation which causes unstable con-
ditions throughout the industry.

Wool growers in this country might well work toward the time when
the combined tonnage of &ll their cooperatives will be sufficient to
exercise & greater stabilizing influence. Such an influence would be
beneficial to all branches of the industry.

Training of local managers— With few exceptions, the local managers
need & fuller understanding of their national cooperative marketing
program end its operation. These managers should be encouraged
to go to Boston periodically and acquaint themselves with every detail
of marketing procedure, so that they may understand its problems
and give reliable information to members. It must be realized by
. both the local associations and the National that each has different
problems and viewpoints. A local manager has to satisfy many
hundreds or even thousands of members, while the manager of the
National Wool Marketing Corporation must work with manufacturers
and have the selling viewpoint.

Wool auctions.—Although the National Wool Marketing Corpora-
tion has not used the auction method of selling wools, there has been
considerable interest in this system on the part of some of its directors
and a desire to give it & frial. Auoction selling has been employed
successfully in selling wool in Australia for many years. It has also
been used at some points in the United States with varying degrees of
success,

Auction sales of wool in the United States have been those of com-
paratively small acoumulations comprising wools from limited areas.
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The sales of the last few years in Utah, Colorado, end Wyoming have
attracted the attention of growers in fleece-wool areas as well as terri-
tory areas. The most publicized wool auctions in this country were
those held by the Federal Government after the World War. (See
p-4.)

Opinion has been divided on the advisability of adopting the
suction plan of marketing for wool in this country. This division of
opinion is not only in the wool trade but among cooperative leaders.
However, it is noticeable that grower interest in auctions is increasing.
Mouch opposition to the system has been voiced by the established
interests who hesitate to adopt new practices. On the other hand,
some cooperatives handling other commodities bave found advantages
in auction selling. It is believed by many growers that auctions would
fit in with cooperative wool marketing. Cooperative leaders should
be alert to new developments in marketing such as the suctions and
adjust their operations to take advantage of them. Only through
their own organizations will growers learn the true merits or short-
comings of the auction system.

Warehouse tours.—A few of the associations have sponsored tours
of growers or county agents to the local warehouse. There is no
better way fo demonstrate the worth of cooperative wool marketing
to an individual than to let him actually see his wools weighed,
graded, and appraised. Growers then come to understand the reasons
for methods employed by cooperatives and to appreciate the results
obtained through these methods.

Grade reports.—A good deal of constructive educational work could
be done in clarifying and explaining grade reports and accounts of
sales. Probably less than half the members can interpret them
correctly.

A member’s grade report and account sale should tell him a great
deal more than what his wool brings and what his various marketing
costs are. By noting the particular grades of wool in his ¢lip and the
burry, seedy, black, and taggy wool. It will show the values of
his clip and increase his refurns.

The grade report will also point out to him the results of good
preparation, as well as the kind and percentage of rejects such as
burry, seedy, black, and taggy wool. It will show the values of
the ‘“offs’” as compared with the values of top grades. The report
will point out the differences between bright wools and the darker
and heavier wools and give the member an idea as to their com-
parative values and shrinkages.

Figure 18 shows one of various types of grade reports that may be
used. This report contains also the account of sale.

In order to enhance the educational value of the grading and account
sales report, it is suggested that forms used be as simple as possible,
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Ficure 18.—A TyricaL FLEEcE-WooL Grape REerorr.

By studying a grade report a grower may learn a t deal about the type, grade, qual
ity, and comparative values of fleeces in his flock.

especially to designate the grades and the charges. The National Wool
Marketing Corporation can be of assistance in this respect by suggest-
ing & uniform grade sheet to be used by all cooperatives. The terms
used to designate grades can then be standardized and growers will
become familiar with them. For instance, some cooperatives use the
word “staple’ and others use “combing” when denoting the longer
fiber wools of each grade. Hardly any two cooperatives’ grade sheets
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are alike in the ferminology used for rejects, which are the off grades
of wool such as black, burry, taggy, wool from dead sheep, etc. (Note
Appendix—GQlossary of Wool Terms, p. 75.)

Some associations use toco many grades. One association at one
time set up & grade sheet showing 52 grades. This merely caused
bewilderment and dissatisfaction among the members. The report
shown in figure 18 is a fair sample of & more practical pgrade sheet.
The additional information shown is not excessive.

Local educational programs.—A definite educational program earried
on each year is probably the most important single aid to the growth
of any cooperative,associgtion. Growers need to be shown both the
immediate and .the long-time benefits of cooperation.

Lack of educational work has been partly responsible for the dis-
couraging membership turn-over experienced by some associations.
Growers want to know the practical side of cooperative marketing.
Unfortunately, however, too much of the eduecational effort is some-
times directed.toward explaining the mechanism of a cooperative
organization rather than its services or possibilities. Therough dis-
cussion of the importance to the growers of a coordinated sales program
should be a vital part of any cooperative educational scheme.

Many members do not appreciate what their cooperative wool
marketing associations have accomplished for them. Too often the
cooperative is considered merely as another sales agency.

Cooperatives cannot rely upon other agencies to do educa.t.mna.l
work for them. The lead must be taken by the local cocperative and
every use made of the available assistance of other organizations. The
Neational Wool Marketing Corporation is one source of educational
assistance. It is hoped that the organization department of that
agency, established late in 1936, will continue to supply material and
to undertake research for the loeal associations and their members.

Another logical source of information on wool is the Bureau of
Agricultural Economics of the United States Department of Agricul-
‘ture, Data can be supplied by that office on the grade, quality, and
shrinkage of wool produced and better methods of preparing wool for
market. This service is available to all associations and should be
requested by local managers. '

A constructive piece of work can be done by the cooperatives work-
ing with the Bureau of Agricultural Economics toward clarifying and
simplifying wool standards for the benefit of producers (fig. 19). The
use of the spinning-count terms such as 64’s, 70’s, and 80’s for denoting
Fine wool is confusing. The terms are used primarily by manu-
facturers and handlers who have & knowledge of wool-spinning
gualities and yield. In denoting Fine wool, for instance, the term
64's means that & pound of wool will spin 64 hanks of yarn, each
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The grade may be determined either by spinning count or by blood system. In either case
the terminclogy is rather difficult for growers to apply.
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hank 560 yards long. The application of such mformation from a
grower’s standpoint is rather difficult.

The blood terms which are used also need & great deal of explana-
tion before growers can understand them. For instance, in fizure 21,
the next coarser grade of wool to Fine wool is designated by the
United States Department of Agriculture as 58's, 60’s, or Halfblood.
The 5§8’s and 60’s are the spinning counts. The Halfblood term is an
arbitrary term given to the grade just coarser than Fine and has nothing
to do with the breed of sheep, as a great many growers believe.
Growers attempting to learn wool grades and regulate their breedmg
operations thereby find little help in such terms.

A better knowledge of the standard grades would render the Wool
Market News Service of the Bureau more useful to the grower, since
he would then be able to interpret the grades and classifications used
into terms of his own clip. This is Hllustrated by the sample report
shown on pages 66—67. The report was greatly improved and clarified
in 1937 when spinning-count terms were dropped and wools from vari-
ous sections were reported on a grease basis as well as a clean basis.
To make the improvement more effective, however, a great deal of
follow-up educational work should be done by the cooperatives.

Growers also should be sble to make comparisons of grades end
prices of their wools with wools of other parts of the country and with
wools of other countries. (See Appendix, Comparative Grades of
Wool, p. 84.)

SamrrLe Woor Marxer RerorT oF TRE Bostox OrfFice oF Tae UniTED
States Bureav oF AcricurturaL EcoNomics
Demestic Wool and Mohair Quotations, Week Ending Friday, May 13, 1938
'GRADED TERRITORY WOOLS!

Greass equivalents based upun;arbltmry shrinkage
percentiages
basis prices
Shrink and grease | Shrink and grease | Shrink and grease

equivalent eqiii valont eguivalent
Fins combing (staple} _.__._.] 35.68-80 70 | (63%) $0.25-%0.26 | (656%) $0.2¢-$0.25 | (68%) 022
Fine Prench combing. .. ... L6 80 ) (M%) .2 .24 ] (889 - {6873 8]
Fineclothing .. _________..__ LB .82 ) (8% .- 22| (689 .- 20| {FI%L) $0.17- 18
3£ Blood sombing {stapls} __ LEA- 87| (589%) .- .28 (8090 .26 .27 ) (B4 .2 M
4% Blood Prench sombing_ . L8O~ .82 ] (B B8R .- M) (85%) .2~ .
JB7- 88 8 W28 LM ) (629 22 @ .19- B
VB (8T (53%) .26 (2T (55% .25 .26 E8% .- .M
A2 5| (5% 2 (35 {865 .- .M {88% .%1- .2
B B2 (=% .25 .33 {5297 .M .25 55% .23
B0 B2 (d5% B W% L2 .2 % . .8
A8~ 50| W) 87— 3B {46 .M ] 0% M- .28

1 Wools grown under range oonditions in the range aress of Washington, ©Oregon, the Intermountain
Biaies, Incleding Arfitona And New Mexico, and in the renge areas of the Dakotas, Nebraska, Kansas. and
Okiahoms. Territary wools cover & wides range in shrinkasge and in color.

1 In order to precent sccured bast prices in terins of greasy wools, scoured basis market prices have been
vonverted to grease basls egnivalents. Conwversions havo boon made for various shrinksages representative
of light, averago, 8nd heavy shrinking wools of the diffarent Jength groupe guoted.
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Released Boston, May 13, 1938,

Rrsserr L. Bozecs,
Local Bepreseniative.

State sgricultural extension workers are important sources of sssist-
ance m educational projects. There are many opportunities for the
exiension groups and the wool associations to cooperate in serving
wool growers. Soggested subjects having a direct bearing on coopers-
tive wool marketing could be studied by the local sssociations with
the assistance of the extension groups.
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Ficure 20.—Twines Usep ror Tyine FLEECEs.

- (Courtesy of the U. S. Bureau of Agricuitural Economics.)

4 and B are paper twines approved for tying fleeces. C, D, and E are loose-fibered twines
objectionable for tying fleeces. The selection of twine for tying wool fleeces is import-
ant. Only twines which are not injurious to the product should be used. Twines best
meeting the requirements are those made of paper, such as (4) Single-ply and ( B) 4-ply-
Paper twines are firm and strong. 1f for any reason a piece or particle is left in the wool,
it is removed in the scouring or aubse?uent manufacturing processes and does no injury
to the finished material. ool manufacturers strongly urge the use of paper twine for
tying wool fleeces. Loose-fibered twines should never be used in tying wool fleeces.
Sisal or Binder Twine (C) and Rough Jute Twines, (D), (E), are particularly objection-
able. When such twines are removed from the fleece loose fibers frequently become
detached, adhere to the wool and, escaping detection, go through the manufacturing
processes with the wool. As such fibers do not take the dye to the same d as the
wool fibers, they show up as defects or blemishes in the finished product. e correc-
tion of these imperfections is a costly process.

The study and comparison of local marketing practices and their
respective costs could be applied to show the value of cooperative
wool marketing in every important wool-growing area. For example,
data similar to those in figure 16 could be developed.

The time when local and eastern manufacturers purchase their
requirements as compared with the time the growers, their pools, and
the cooperatives sell would reveal one of the factors vitally affecting
the wool market. The results of cooperative marketing of wool over
a period of years might also be studied.

Demonstrations of shearing, wool tying and bagging, and tagging of
fleeces show how growers can improve some of their practices. Sev-
eral extension groups in cooperation with the local wool associations
are now doing such work. The grading demonstrations teach the
grower to distinguish the various grades and qualities of wool repre-
sented in his clip and show the benefits of selling by grade and quality.

Methods of preparing wool for market should also be demonstrated.
The illustrations in figures 20, 21, and 22 show some good and bad
tying practices. They are taken from a motion picture which can be
had for local exhibition.* '

A study of operative policies and administrative set-ups of local
marketing associations should show growers their responsibility to the
association and its worth to them.

1 Cooperative Wool—From Fleece to Fabric, by James M. Coon. Farm Credit Administration, 1938,
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Ficure 21.—A WooL Bac ProrerLy PAckED wrTH THE SEAM ON THE
. ) QOuTtsiDE.
The scam can be opened easily and the bag opened without curting the bag. Cutting often
causes bits of jute to become commingled with wool.

Since income received from wool is one-fourth to one-third the total
income from a farm flock of sheep, the educational work should include
production problems. Growers would like to know the type and grade
of wool produced by each breed of sheep. This knowledge would

Ficure 22.—A Fireece Tiep wite Binper TwiINE.

‘The fibers break and become intermingled with the wool. These sisal fibers can be removed
only by carbonizing, and if left in the wool may find their way into the finished cloth.
Such cloth becomes a reject since the sisal does not take the wool dye and shows up as a
defect in the finished fabric.
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materially help any grower to understand his grade report. The
grades of wool normally received from the most common of the breeds
are shown in table 7. No United States standards have been devel-
oped for the length of staple for the various grades of wool or for the
length of wool for the various breeds.

Tasre 7—Tur Common BreEEDs or Sueep ano Tasir WoolL
PropucrtioN

Grades of wool produced

Desired Ave?r?‘gr’e
minimum
Breed Predomi- length of we;sfg
nant grade Otber grades staple fleece !
Fine wool;
American  and
Delaine Mer- Inches Pounds
no_.________. Fine_ __ o memaoa.. 2t 1L 8
Rambouillet.____|__._. do.____ ¥Blood.. ... .. 234 1. 4
Medium: wool
Cheviot_.__._._ ¥Blood____| ¥ Blood____________ 4 .
Corriedale_ _____ ¥ Blood....| ¥ Blood-% Blood.___ 34 0. 2
Dorset_________ ¥ Blood__..] ¥ Bloed.__._.__..___ 34 60
Hampshire_ .. ._.. do. |- do___._________ 34 78
Oxford..___....1._... do..... % Blood-Low ¥_____ 4-5 89
Shropshire______ ¥ Blood .} ¥ Blood____________ 34 79
Southdown. ...} .- do - i Blood___________ 3 80
Suffelk______... Y Blood.___| 3% Bloed____________ 34 58
Coarse wool:
Cotswold_______ Braid_.__._._ Low 4 Blood-Com- 56 11.6
mon,
Lincoln_ . _____._.|.___. do.____f-_... do_______._____ 56 13. 4
Romney.._.__.__ Low Y| % Blood-Common- 5 21
Blood. Eraid.

1 A wide variation Is found in welght of fleeces within each breed because of differences in leed and
climatic conditions under which they are produced.
Sonrce: Colleeled by $he author from merketing chservations :m_'l Burean of Animal Industry reports



Some Conditions Affecting Cooperative
| Activity

HE progress being made by the fleecce-wool cooperstives is en-

couraging. Interest in this method of marketing fleece wools is
becoming more widespread. It is quite probable there will be changes
‘in the cooperative methods of handling and selling wool, but grower
control of marketing is becoming mere and more attractive to wool
producers,

‘Wool cooperatives are not faced with surpluses inasmuch as domestic
consumption each year normally exceeds production. The average
aunual consumption of wool in this country for the 14 years 1925 to
1938 was 531 million pounds {fig. 23). Production during the same
period averaged only 425 million pounds. _

With the continuance of conservation programs, it is expected that
sheep and wool production may increase some in the farm-flock States.
On the other hand the present policy of withdrawing grazing land in the
Western States from the public-domain and national-forest areas and
making it into restricted resarves of various kinds probably will cause
sheep and wool production to declins in the range area.
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Ficure 23.—Propuction, Consvmperion, anp lurorts oF Comeine
48D Crotaing WooL IN TEE UNITED STATES.

It is necessary to import neardy 100 million pounds of apparel wool each year to take care
of the needs of our manufacturers. (Consumptioz and import data from the U. S,
Burcau of the Census; production data from reports of the U. 5. Bureau of Agricultural
Economics.}
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Ficure 24.—Douzsnc Tnx’m.r. FiBer Conswmon, 1920-38.

Although nro synthetic fiber has yet reached the importance of a substitute for wool, growess

{Data from

hiul of the increased consumption of synthetic fibers

Rayon Organon of the Textile Economics Burean, Inc.)
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Although mill consumption is fairly steady throughout the season, both prices and sales
fuctuate widely. {Price data from reports of the U. 5. Bureas of Agricultural Economics;
sales information from reports of the Nativnal Wool Marketing Corporation; and mill
consumptios from publications of the U. 5. Bureau of the Census.}

Manufacturers have greatly improved wool and worsted materials
since 1930 and have succeeded in stimulating demand slong eertain
special lines. In spite of the constant introduction of new fabrics of
other types, the outlook seems favorable for a steady consumption of
large quantities of wool. As a precsutionary measure, however,
growers and their associations should take cognizance of the develop-
ment and popularity of synthetic fabrics and plan their operations
accordingly {fig. 24). Satisfactory substitutes for wool are continu-
ally being sought and weol growers and their cooperatives should
watch these developments closely.

The even rate at which wool is consumed by mills indicates that
manufacturers need & steady supply throughout the year (fig. 25).
Sales by cooperatives and purchases by manufacturers show, on the
other hand, little coordination with mill sctivity.

Far a number of years growers through their organizations have
sttempted to strengthen the competitive position of wool by urging
legislation which would reguire the labeling of fabrics as to the exact
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fiber content. Growers believe that this would stimulate the con-
sumption of wool. : , o

The selling of wool by the cooperatives and the purchase of wool
by the manufacturers has not yet been coordinated to the satisfaction
of the wool growers (fig. 26). Future marketing developments, it is
hoped, will bring these two groups together with & mutual under-
standing of each other's problems and operating conditions.

These and many other industry problems ean be worked out by
growers only through organization. Much has already been done
by the cooperatives in disseminating information to growers and
undoubtedly more services will be asked of the organizations as they
develop and as changes take place in marketing methods.



Appendix

Glossary of Wool Terms

Apparel wools: Wools that are manufactured info cloth for clothing purposes.

Blacks: Fleeces containing black or grey fibers,

_ -Bright wools: Wools that are light colored snd light in shrinkage. All the fleece
wools are sometimes referred {0 as bright wools when comparing them with the
raage wools,

Bucks: Ram feeces which contain an exeessive amount of grease.

Burry wools: Wools that contain burs from the sand bar, clover bur, cocklebur,
ete.

Carpet wools: Weols of the coarser grades which are used for carpet purposes.
Most earpet wools used in this country are imported.

Character of wool: Sums up appearance, quality, and shrinkage of wool. Some-
times used as synonymous with quality. .

Clean wool: Wool whick has the excess gresse, as well as all vegetable and mineral
matter removed.

Clip: Refers $o the wool shorn from one flock of sheep; al=o to total wool shorn in
one season.

Clothing wools: The short-fiber wools of all grades, used principally in the manu-
facture of woolens and felts,

Coarse wools: Refers to the lower grades—low quarier, conunon, and braid wools,
Sometimes referred te as lustre wools.

Combing wools; The longer-fiber wools of any grade which can be combed into
wool top which is used in the manufacture of worsted materials.

- Commmon and braid: The sixth and seventh grades listed in the United States
standard grades for wool. However, in the trade the two grades are classed as
one. 'The lowest or coarsest grade in the standards. Known as carpet wools.

Cross-bred wools: Wools from sheep that have been cross-bred, for instance, the
wools from the eross between a coarse-wooled ram and a fine-wooled ewe.
Medium wools are often referred to as cross-bred wools.  Also all other grades
of wool gther than fine are often referred {o as eross-bred wools.

Cutting up trade: An important branch of the industry which takes the cloth
from the manufacturer and makes it into garments.

Fine wool: Refers {o the first two grades listed in the United States standard grades
for wool. Fine and Hali-Blood wools are termed Fine wools,

Fleece wools: A term given to wools-that are produced in the ficece-wool States,
which rre sll the States east of the 11 western range States and Tezas.

Grade: Refers to the diameter and length of wool fibers,

Graded lines: Wools that have been classified into selliog lots by grade, quality,
and shrinkage,

Graded wools: Woola that have been separated into lines of like grade and quality.

Haif-Blood wools: Refers to the second grads listed in the United States standards.
Wools that are grester in diameter of fiber than Fine wools and less in diam-
eter of fiber than Three-eighths Blood wools.

Hand-to-mouth buying: When mills &re low on stocks and buy wools for immedi-
ate delivery.

Heavy wools: 'Wools which ususally are dark in appearance and CAITY &0 eXcessive
amount of animal, mineral, and vegetable matter,

LITIT—39——8 75



76 FARM CREDIT ADMINISTRATION

Low Quarter Blood: The fifth grade listed in the United States standard grades
for wool and & grade coarser than Quarter Blood and finer than common and
braid.

Medium wools: Refers to the Three-eighths and Quarter Blood wools.

Noils: The byproduct from the wool comb. The short wool Sbers that are combed
out in the process of combing wool.

Off grades: The rejects and other grades of wool whick are not wanted when a
sale ir made, usually burrys, blacks, tags, bucks, ete., are referred to as offs.

©O1d line: Referred to as the system of handling wool cther than through eoopera-
tives.

Order buying: Wool houses receive orders from mills for & certain type of wool fora
stipulated price. The houses go into the country and attempt to fill the order
for the mill. .

Original-bag wools: Woole that are of even grade that ean be sold to the manu-
facturers in the bag in which they were packed at the ranch. These wools
ususlly run 85 percent ore grade, usually Fine wools,

Pool: Refers {0 an accumulation of several different clips of wool or an aceumula-
tior of one grade of wool from several ¢lips.

Quality: Refers to the strength of fiber and the color of wosl.

Quarter Bloed wool: The fourth grade listed in the United States standard grades
for wool. A grade coarser than Three-eighths Blood and finer than Low
Quarter Blood.

Raw wool: Wool in the grease. Unscoured wool.

Rejects: Wools of inferior quality, as black, burry, tags, ete., which cannot be
sold at the same price as other grades.

Secoured wool; Wool which has heen cleaped through the process of scouring.
That is, the objecticnable snimal, vegetable, and minersl matter has been
removed.

Seedy wools: Wools that eontain sn excessive amount of vegetable matter.

Semibright wools: Wools which are dark colored and are slighily heavier than the
bright wools but notl excessively heavy.

Shbrinkage: Refers to the loss of weight from the removal of excess greass, mois-
ture, and other vegetable, animal, and mineral matter that is in the wool.

Spot wools: Wools that are located in nearby warehouses that can be delivered
immediately to manufacturers.

Sorting wool: Thiz is done by the manufacturer when each fleece is broken up
ageording to the various grades of wool that are in it.

Staple wool:; Long-fiber wool,

Tagn: Excessively dirty wools from the britch part of the Beece and dung loeks.

Territory wools: Commenly referred to as wonis coming from the 11 western
range States.

Texas wools: The fine wools coming out of the Sta.te of Texas, the bulk of them
from the Edwards Platesu.

Three-eighths Blood wools: The third grade aceording to diawmeter of fiber listed
in the United States standard grades for wool. Coarser than Half Blood and
finer than Quarter Blood wool.

Types: Referz to wools from specified sections that have different eharacteristies,
such ag color, quality, and shrinkage.

Wool top: The product of the comb which is the first step in manufacturing.

Wool trade: Those who operate in the wool market, either buying or selling wool,
are referred {0 as operating in the wool trade.

Wool typea: Wools from areas that are consistent in certsin grades, gualities,
shrinkages, and colors are referred to as typical from those areas, or as wool

types. .
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Plan for a National Cooperative Sales Agency

Plan for the Organization of a National Cooperative Wool and Mohair
Selling Agency, as Adopted by Representatives of Wool and Mohair
Organizations at a Meeting in Chicago, October 4 and 5, 1929

1. As an outgrowth of the work of the National Wool Marketing Council, the
wool and mohsair merketing associations, with the ecoperation and sassistance
of the Federal Farm Board, propose to set up & national cooperative marketing
sgency. It will be the purpose of this agency: ,

(a} To merchandise wool and mobair delivered to it by its members and to
obtain unity of action smong coeperative wool marketing associations in the
assembling, grading, processing, and warchousing of wool and mohair and
financing the production and marketing thereof;

() To make plans for the orderly marketing of wool and mohair and £o assist
in earrying out such plans;

{c) To encourage the development of regional cooperative associations and the
eonsolidation of local associations, whenever such consolidation is in the interests
of economy and efficiency; and io assist in educating preducers in the advantages
of cocperative marketing;

{d) To stimulate the demand for wool and mohair, wool and mohair products
and byproduets, acd to ogoperate with mills and trade associaticns for this purpose;
and

{¢) To provide & contact agency with the Federal Farm Board through which
the Board may assist, whenever necessary, in financing the processing and market-
ing of wool and mohair,

2. The Federated Cooperative Wool and Mohair Growers will be &
under State laws. Amount of authorized capital stock will be decided by the
organiration committee.

3. Any cooperative organization whose business is marketing of wool and
mohair for its producers is aligible to become a member of the national agency,
if such organization is a producer cooperative association, or federation of suchk
associations, within the rmeaning of the Capper-Volstead Act: Provided, That for
the purpose of eliminating competition between cooperative associations, and
encouraging the development of gnits sufficiently large fo make possible economi-
cal assembling, grading, and processing of members’ wool and mohair, the board of
directors ghall encourage the federation snd consclidation of amall cooperstives
operating within the same region.

4. The authorized capital stock of the central agency shall be divided into
shares of the par value of $50 each. Each cooperative asscciation admitted to
membership shall subscribe te the capital stock of the central agency in propor-
tion to the volume of wool and mohair handled by it during the previous year,
or under gontrast to it for the current marketing season, in the ¢vent that ne weol
and mohair was handled or scld by the association during the previous year.
Esch member association shall subecribe for one share for each 100,000 pounda
of wool and mohair or fraciion thereof handled or marketed as berein provided.
Stock aubscription may be paid in cash, or 25 percent may be paid in cash and
the remainder in three snnust instalbinents of 25 percent each, with interest at
6 percent per annum on unpaid balances.

5. The bylaws of the central agency shall restrict ownership of voting stock to
vooperativas admitted to membership in the central agency, except in the event
that the ownership of one share may be necessary to ensble an individaal to
qualify a8 & director of the central agency. Provision shall be made for the
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retransfer to the central agency of all voting stock held by & cooperative nssocia-
tion who ceases to be a member, or by an individual who ceases to be a director
of the central agency, such stock to be acquired at its hook value,

6. The board of directors may at any time, and shall at least once every 3 years,
regpportion the stockholdings of its members, and require associations whose
business has increased to subscribe for additional stock on the basiz of one share
for each 100,900 pounds of weol and mohair handled during the previous year.
The sharcholdings of any asscciation whose volume of business has declined shail
be reduced proportionately. Provision will be made for the central association
to purchase stock which the member agency must surrender as a result of its
decreased business.

7. Mectings of the members of the central agency shall be held annually at
such place as directors may determine. At such meetings, each member shall be
entitled to one vote for each share of stock issued to it and paid for in full. Proxy
voling shall not be permitted, except that the representative or representatives
of any sssociation may be empowered by other assoeiations in the same region
to vote their stock and met for them in all business transacted at such meeting.

8. Directors of the central agency shall be elected as followa: The total number
of directors ahall be not less than nine nor more than fifteen and shail be appor-
tioned to the wool- and mohair-produsing regions, such regions to be defermined
by the bosard of directors on the basis of the quantity of wool and mobair handled
by member assocviations within each region during the season immediately pre-
ceding the date of the annnal meeting and there must be one director elected to
represent mohair. Upor notice from the eentral agency the associations in each
region shall meet together for the purpose of nominating directors to represent
the region on the board of the central agency. The nominations of the regional
associations shall be ratified st the annual meeting, and of the persons so nomi-
nated five ghall be elected directors of the central ageney for a period of 1 year,
five directors for & period of 2 years, and five directors for & period of 3 years, and
each year thereafter five directors shall be elected for & period of 3 years. Ata
meeting of the directors first selected the respective terms of the directors shall
be decided by lot and this provision will be provided for in the bylaws.

9. The board of directors shall meel twice each year or oftener upon call of
the president or a majority of the board.

16. At its first meeting the board of directors shall eleet an executive com-
mities consisting of five from among their own number, which shall include the
president and vice president of the central agency; they shall also elect a presi-
dert, viee president, secretary, and treasurer, and shall employ a general mansager.

1l. Each association upon becoming a member of the central ageney shall
sign & contract in & form approved by the board of directors which, among other
provisiona shall provide for:

{a), That the association will zell to the eentrai agency all wool delivered to it
by its members at auch time and in such manner as executive committee of the
eentral agencey deerms advisable.

{8) That the association will deliver the wool and mohair to the central agency
at such times and places as that agency may direet and the said agency will pay
all expenses incidental to the assembling, handling, grading, proeessing, and the
warehousing of said wool and mobair and that a charge shall be made fo the
gssociation for said serviee.

{e) That the central agency will advance o the association a specified percent-
age of the market value of wool and mohair. The central agency will have the
suthority to pledge 88 eollateral or borrow on wool and mohair for its account.

{d) The contract between the association and the central agency zhall be a
continuous contraet but may be canceled by either party on 6 months’ notice.
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Notice of such cancelation shall be given between the 15th and the 31st day of
May of any given year and shall be effective November 15 o Noverber 30 the
sEMe year.

(¢} It is hereby declared as a policy of the central selling sgency that existing
selling agencics and warchouges which may now conform to, or msy be brought
to conform o the provisions of the National Farm Marketing Act of 1829 ghall
be utilized and to that end the central selling agency may enter into agreement
with cooperative agencies for the storing and selling of wools upon terms and
econditions in mceord with guch marketing set and specifically authorizing the
" gentral selling ageney to determine the minimum price at which such wools or
mohair so atored should be offered for sale.

12. Any earnings of the central sgency, over and above operating expenses,
shall be used for the payment of injerest on capital stock, not exceeding B per-
cent per annum and payable only when ssrned during the preceding season.
Further earnings shall be applied to the creation of reserves until such reserves
are of sufficient amount, in the opinion of the board of directors, to provide
adequate working eapifal and to meet suck deferred and emergency expenditures
88 may reasonably be antieipated. Further earnings shall be returned to member
associations s patronage dividends in proportion to the guantity of the wool
and mohair handled by the central ageney for each of its members: Prowvided,
That, until amount subseribed to the capital stock of the central agency by any
member association is paid, patronsge dividends due it in any year shail be paid
in the form of credite to ita stock account, or credited to the paywment of notes
given for capital atock,

13. The central agency shali make charges for its gervices which shall be hased
on the estimated actual cost of ite services, including suoh reserves angd other
special fundz as it may be expsdient to establish. Deductions mey be made by
the central agency from returns received for woel and mohair to create an ad-
vertising fund, to conduct research in the uses of wool and mehair and wool and
mohair byproducts, and for any other purpose whieh shall be for the benefit of
wool and mohair producers and shall tend to expand the demand for wool and
mohair and stabilize marketing conditions. '

The board of directors of the centrel agency shall have the power t0 make from
time to time such deductions as are above authorised.

Agreement Between Member Association and National Wool
Marketing Corporation

TEIB sAGREEMENT, made and entered into by and between the National chi
Marketing Corporation, hereinaiter called the Corporation, and the .___________
____________ Association, hereinafter called the Association—WiTwesserm:

In consideration of the mutual covenants herein contained and of the admission
of the Assoviation to membership in the Corporation, it iz agreed by and between
the parties hereto as follows:

1. The Assooiation appoints sand employs the Corporation to act ss agent for it
in the sale and marketing of all wool and mohair delivered to said Association by
ita membere; and the Corporation accepts said appointment and agrees to act &s
euch agent; both agreeing that the Corporation may employ euch persons and cor-
porations a3 may be deemed advisable for doing the things provided for in this
sontract.

2. The Assceiation agrees to deliver to the Corporation, at such place or places
&3 it may direct, all said wool and mohasir.
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8. The Corporation agrees to sell in its own name said wool and mohair af such
time or iimes as it may determine for the best prices obtainable under market
conditions and sgrees to pay fto the Association the amount received therefor,
after deducting not to exeeed seven-eighths of a eent per pound to covér selling
costa, and after meking equitable deductions to cover administration and service
charges and the expenses incurred by it in grading, proeessing, warehousing,
inguring, and handling the consignment or consignments {and the taxes and
freight thereon) of the Association, and the sums furnished for advances, all s
determined by the beard of directors of the Corporation; and also & deduction of
not to exceed one-eighth of a cent per pound for reserves.

4. The Corporation is authorized to borrow without limitation on said wool
sndfor mohair and to pledge the same or any evidence thereof; and the Corpors-
tion will make advances to the Association of such sum or sume 8¢ may be necessary
for the Assceiation to make advance payments to its members at the time said
members deliver to said Assaciation or its order {the wools and mohair so produced
by them, or for such preshearing advances as such Association may make to its
members, the amount of all sueh advances to be determined by the Corporation.

5. The Corporation may autherize the Association to sell alf or any part of the
wool and/or mobair received by it from its members at sueh {ime or times and 8t
such price or prices ag the Corporation may determine, but payment therefor shall
be made to the Corporation by the buyers thereof. In connection with any such
sales the Corporation may use sny of the existing facilities of the Association, and
agrees to pay to the Asscciation all expenses incurred by it incidental! to the
assembling, handling, grading, processing, warehousing, and selling of wool andfor
mohair 50 authorized by said Corporation.

6. (a) The Corporation undertakes and agrees o0 organize, control, and main-
tain adeguate facilities and personnel for earrying out this contract. These obli--
gations are incurred solely for the benefit and ai the request of the Association,
and, in consideration therefor, the Association hereby assigns and sets over to the
Corporation & right of property and an interest in the wool and/or mohair referred
to herein. Sums herein suthorized $o be retained from the proceeds of the wool
sold are for the satisfaction in full of such property or interest of the Corporation.

{t) Inasmuch g3 the remedy at law would be inadeguate and inasmuch as it is
now and ever will be impracticable and extremely difficult to determine the actual
dsmage resulfing to the Corporation, should the Association fail to deliver all of
ths wool and/or mohair covered hereby, the Association agrees to pay to the Cor-
porstion for all wool and/or mohair delivered, consigned, withheld, or marvketed by
or for it, other than in mesordance with the terms hereof, the sum of 1 cent per
pound of grease wool and/or mohair a5 liquidated damages for the breaeh of this
contraot: all parties agreeing that this contract is one of a meries dependent for
its true value upon the adherence of each and all of the contracting parties to each
and all of the said contracts, but the cancelation of this contract or the failure of the
Association to comply therewith shall not affect other similar contracts.

{c) The Association agrees that in the event of & breach or threatened breach
by it of any provision regarding the delivery of wool andfor mohair the Cor-
poration shall be enfitled o en injunction to prevent the breach, or further
breach, hereof and to a degres for the specific performance hereof, the parties
agreeing that this is & contract for the handling of personal property under
special ecirpumstances and conditions, and that the Corporation can not go into
the open markets and secure wool and/or mohair to replace any which the Asso-
ciation may fsil to deliver.

{d) If the Corporation brings any action whatsoever by reason of a breach or
threatened breach herecf, the Association agrees to pay to the Corporation sll
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eoste of court, cosis for bonds and otherwiss, expenses of travel and all expenses
arising out of or caused by the litigation, and reasonable attorney fees expended
or incurred by it in such proceedings and sll such ecsts and expenses shall be
included in the judgment and shall be entitled fo the benefit of any lien securing
any paymenf thereunder.

7. It is agreed that the Corporation may establish and maintain an adequate
transportation service; a publicity department; a research and standsrdization
department, and sct as a coniact agency between the Association avdfor ifs -
members and Government departments.

" 8. The Corporation agrees to license and authorize the Association to use all
copyrights and trade-marks belonging to the Corporation on all the Association’s
literature, letterheads and other forms used in the transaction of its business.

9. The Corporation agrees to do any and all things necessary and proper to
stimulate the demand for wool and mohair, weol and mohsir products and by-

- products and to cooperafe with mills, trade associations and other agencies for
this purpose.

10. The Association agrees to pay over to its members sll advances made by
the Corporation against their wool and mohair, and all other payments (less
authorized deductions) received by it from the Corporation for itsa members.

11. The Association sgrees to permail accountants or other persons designsated
by the Corporation fo audit and inspect its bocks and records at such times as
the Corporation may deem advisable.

12. The Association agrees to maintain an organization and field service de-
partment for the purpose of securing and increasing its membership andg the
rendering of service to its members.

13. The Association on request agrees fo furnish the Cerporation a complete
Hst of its members, together with their addresses and to revise said list from time
to time so that the Corporation msay at sll times have & complete list of the
membership of arid associstion.

14, The Association agrees to msake oui and submit fo the Corporation such
statistical reports as the Corporation may require upon forms fo be supplied by
the Corporation &nd to furnish to the Corporation an annusl financisl statement.

15. The Association further agrees to perform any and all services that may
be required of it by the Corperation in connection with the collection, handling,
processing, or sale of the wool and mohair sold o the Associntion by its members,

16. The Association agrees to conform to and abide by the bylaws of the
Corporation which sre now in effect or which may hereafter be adopted by the
Corporation.

17. 1% is agreed that this contract between the Association and the Corporation
shall be & centinuous coniract, subjest to legal limitetions, if any there be, but
may be cancelled by either party by notice in writing to the other hetween the
15th and 31st days of July of any given year, and such ¢ancelation shall become
effective on the 31st day of January following.

In WirNess Waereor, the parties hereto have executed this. contract this
__________ davof ___ _________..._..__183__.
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Grower’s Agreement

Marketing agreement of the _____._______.__._.______ Cooperative
Assocationof __________________._____

THIS AGREEMENT between the ___.__________________._ Cooperative Wool
Marketing Association, hereinafter called the Association snd the undersigned,
hereinafier called the Grower— WITNEsSETH:

IN coNsIDERATION of the muiual obligations herein and of the admission of the
Grower to membership in the Association, it is agreed between the parties hereto
as follows:

{1) The Association buys and the Grower sells to the Association all wool and/or
mohair produced by or for him or aequired by him as landlord or lessor and the
Grower agrees £0 deliver all such wool and/or mohair at such place or places as
the Association may direet. This contract is intended by the parties t¢ pass an
absolute title o all such wool and/or mohair as soon as the same hasg a potential
existence but shall be at the risk of Grower until delivery. ‘The term “wool andfor
mohair* as used herein ineludes the pelts of sheep and goats.

{2) The Association agrees that after receiving an order bill of lading and/or
warehouse receipt covering the delivery of wool and/or mohair from any grower
or growers, that it will make an advance payment to such grower or growers on the
wool and/or mohair so delivered; the Association further agrees to make such pre-
shearing advances to Growers 88 may be deemed advisable following the execu-
tion by Grower of such forms as the Associstion may specify.

{3} The Association agrees to sell such wool andfor mohair delivered by its
members to or through the National Wool Marketing Corporation, of which said
Association is & stockholder; and to pay over ratably the net amount received
therefrom as payment in full o the Grower, affer making deductions to cover
advances, interest upon advances, the cost of transportation, handling, grading
(in case it be found necessary or deemed advisable to grade), packing, storing,
insuring, selling, and marketing such wool or mohair; and for organization, oper-
ating and maintenance expenses and reserves, ,

{4) All wool and/or mohasir shall be delivered at the earliest reasonable time
after shearing, to such points as the Association may direct.

{5) Any loss that the Association may suffer on account of inferior or damaged
condition at delivery shall be charged against the Grower, individually.

{6) The Grower further agreea that the Association and/or the National Wool
Marketing Corporation shall have the power to borrow money for any purpose
of the Association, or National Wool Marketing Corporation on the wool andior
mohair delivered to the Association, and in s absolute diseretion the Assccistion
andfor National Weool Marketing Corporation may grade, pool, or commingle
such wool and/or mohair or any part thereof, with other wools and/or mohair of
like grade and character; and shall exercise all other rights of ownership without
limitation; and may sell or pledge for its own aceount, or as security for its own
debis or stherwise, all or any such wool and/or mohair, or bills of lading, ware-
house receipts, sale aceounts, or other documents eovering said wool andfor
mohair, or received on sccount thereof.

{7) Inasmuch as the remedy at law would be inadeguate and inssmuch as it is
impracticable and extremely difficult to determine the actual damage resulting
to the Association should the Grower fail to deliver the wool and/or mohair hereby
sold, regardless of the cause of such failure, the Grower hereby agrees to pay to
the Association for all wool and/or mohair delivered or disposed of, by or for him,
other than in accordance with the terms hereof, the sum of 1 cent per pound of
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grease wool and/or mohair as liquidated damages for the breach of this eoniract;
all parties agreeing that this contract iz one of a series dependent for its true value
upon the adherence of each and all of the contracting parties to each and all of
the said contracts, but the eancelation of this contract or the failure of Grower to
comply therewith shall not affect other similar contracts.

{8} The Grower hereby acknowledges receipt of & copy of the bylaws of the
Association and agrees to sbide by and conform to such bylaws andfor any
amendments hereafter made thereto.

. (8} If there is any mortgage on the sheep or wool, goats or mchair of Grower

at the time of the signing hereof, Grower shall obtain and forward to the Associa-
tion on a form provided therefor, the consent of the mortgagee to the sale and
delivery to the Association of said wool and/or mohair; and Grower suthorizes
the payment to mortgagee of the proceeds thereof a= specified in said form. The
Association authorizes the Grower at any time during the life of this contract to
morigage said wool andjor mchair, subject to the prior right of the Association
thereto, under thiscontract. Incaseameortgage is executed Grower and mortgagee
shall execute s form provided therefor by ihe Associstion, directing the Associa-
tion to pay the proeeeds derived from -the sale of said wool and/or mohair as
therein specified.

{10) It is agreed that this contract between the Association snd the Grower
shali be & continuous contract, subject to any limitation imposed by law, but
may be canceled by either party by notice in writing to the other between the
15th and 31st days of July of any given year, and such cancelation shall become
effective on the 31st day of January following,

(11} The foregoing sgreement constitutes the entire contreet beiween the
Asscciation and the Grower and there are no oral or other conditions save the
conditions above written.

In Wirness WHEREOF, the parties hereto have executed this contraet this
.......... dayof _______ ... ___19__,

(Grower)

Consent of Mortgagee
{1 there &5 a morigage the morigagee, or mortgegees, must algn this consant)

'The undersigned, having a mortgage (or mortgages) given by ____ ... .. . __
.......... and herein known &8 Grower, on the sheep and/or wool, goats and/or
mohair, described in the foregoing coniract, ratifies and consents thersto and
releases said meortgage {or morigages) or any renewals thereof 5o as to permif said
contraet to be fully earried out in consideration that the ... _____________
Association pay all sums payable undersaid contractto . _________________.___
for the account and credit of Grower until otherwise suthorized and instructed in
& writing signed by the Grower and the undersigned; which the Association
hereby agrees to do.

This consent and release chall be binding upon the undersigned and his {or
their} heirs, successors, and assigns.

Dated this ___.___.___ dayof . .._. , 183_..
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