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THE PROBLEMS AND TRENDS OF THE WOOL TEXTILE INDUSTRY

Those of you who have either lived in or visited South-

ern California have some idea of the affection the people of
that community have for their state. An Fasterner saved his
money and by and by found that he had enough to go to South~
ern-California and buy a ranch. He went to Southern
california, bought a ranch, settled down, and tilled his few
acres., After he was pretty well establlshed for no good
reason at all in Southern California, he died. The nelghbors
and friends gathered around to pay thelr last respects. The
preacher appalentlv had forgotten all about the funeral. He
was delayed so long that the folks began to be rather annoyed
and worried. By and by a native son who was sitting quietly
in the corner arose and said:s "Friends, I do not know
whether there is going to be any one here to say anything
about the deceased or not, so in the meantime if you do not
mind I will just say a few words about Southern California."

That 1s somewhat the way I feel about the wool textile
industry I am rather a curious individual in that I am
very fond of the business that I am in.

I consider it a great privilege to be able to come
here this morning, and I want to thank Colonel Jordan for
the opportunlty he has given me to occupy your platform for
a few minutes.

The wool textile 1ndustry goes back a good many yearss.
As a.matter of fact, it dates back to antiquity. FEven the
Fgyptians used wool garments, and the Romans used wool to
make their best vestments. An 1nterest1ng observation
relative to the manufacture of wool in ancient Rome is that
they had two types of cloths: one was known as "Trita"
and the other was known as "Densa." The Trita was made
of long fibers, a thin, flimsy cloth comparable to what we
today call a worsted. The Densa was a thick, bulky cloth
comparable to what we today would term a woolen.

Contemporary with ancient Rome, the Incas in Peru
Wwere using animal fibers and dyeing them with natural
colors — some vegetable. The Incas developed a purple,




similar to the royal purnle that was produced in the fine
wool fabrics in ancient Rome, by using the extract of the
rmrex snellfish, which was identical with the method used
by the Romans., When the Romans invaded Britain they dis-
covered that the Britains were wearing sheep slzins, furs.
You can well apvreciate that when the men from Rome in-
vaded a country such as the British Isles they would
naturally wonder what they could do to lteep warm. The
Romons macde rather hasty observation of the apparel worn
by the Britains and before very long had cstablished vhat
is probably the first organized wool textile factory in
the world. The invading army made some sort of apoarel
of wool in an organized fashion under the factory plan to
cover the bodies of the Romans during this period.

We are going to step along very rapidly because I
do not want to devote too much time to this history:
hovever, I do want to follow the continuity, if I can,
of the development of the wool textile industry and the
‘important nart that it has played in the developuent of
industry in general,

Let us now thinz of the James Watt's patent, which
vas a condenser that made the steam engine of that period
economical and practical, The steam engine at that time
vas used largely for power to operate pumps for removing
water from mines, and the device that made it practical
for other purvoses was James Watt's patent. Industrial
developrnent began to talze place very rapidly at that time
because it was contemporary with Watt's basic patent that
the first improvement in spinning wool yarn was madc.

The old hand wool vheel, which you sce quite often, the
larsge vheel with the single spindle, was the commonly
uscd device for manufacturing wool yarn,

~Imnediately following that the spinning jenny was
invented.  The spinning Jonny operatcd, by hand and spun
eight threads at a time instcad of one, using almost the
identical principles of the hand whoel,

The hand spinning vhecl. I would lilze to describe
this process to you simply as a matter of information.
It moy be helpful in the discussion later. Card rolls
arc made by hand carding wool, A hand card is likec a
brush. Thec points on the brush are turned back and
sharpened so that if you lay wool between the two you



very soon have this effect (illustrating) and a roll created
between the two. In hand spinning the operation was this?
The end of the roll was fastened to the spindle. The
operator then tool hold of the large wheel, turned it very
slowly, walked away with this hand (illustrating) to draw
out a thread, and with the right hand turned the wheel to
give the twist, then two or three revolutions to tighten

the twist, then a revolution or two to run it on to the
spindle, and then repeated the operation until the spindle
was full of yarn.

The spinning jenny did the same thing excent that the
inventor of the Jjenny ran the spindles in a row, driven by
a large waecl. Instcad of carrying the threads by hand,
the Jjeany had a carriage with the svindles mounted on it
that moved bacl: and forth.

Following the jenny came the mule. Crompton inventod
the mule in 1794, The rule was cxactly the same as the
Jenny in principle, and in principle the mlc is exactly
the same today as that nrimary invention of Crompton's in
1794, The mule was not different in orinciple to the
Joenny except that it was operated by power and snun four
hundred threads at one time. If von observe a.rmle today
7ith its round of complex motions, it reproduces the
motions of the snianer at a hand vheel. T/ith the roving
spools mounted on top of the mule the carriage will move
outward, the roving spool will deliver enouzh roving to
the enindle to create a warn. Then the carriaze has reached
a given point the roving spools stop, the carriage con-
tinues to draw the condensed sliver into a yvarn; the
spindle delivers the twist, and vhen the carriage returns
it 1s wound on the spindle.

A little later thc nower loom was developed. hen
the first labor unions came along. The developnment of
the labor ormanizations at this period is very interesting.
Therr were promoted because of fear. It vas the common
belief at that period that the coming of machinery would
displace the craftsman who had previously been working by
hand, It is true that at the inltial development of
nachinery in the wnol tew=tile industry this did harven.
The labor movenment vag organized and a labor leader of
that neriod by the name of Iudd orranized the orizers to
destroy the machinery. They were reasonably effective,
too, and resulted in Parliament passing a law, called the




"Coalition Law," in which labor unions were prohibited.
This law brought about a zreat deal of labor trouble and
wvith it bloodshed., It was thirteen years from the time
Parliament originally passed the law prohibiting labor
unions until the law was repealed in 1824, In 1824
Parliament decided that it would no longer prohibit labor
unions but pasced legislation regulating them,

The first carding machine in this countryv was built
in 1794, The wool textile industry played a very im-
vortant part in the Colonial organization in our country.
Its development, however, was not larsze until the early
vart of the nineteenth century. Our develonment in this
country is contemporary with the large expansion in
England, I do not mean by that our large expansion in
the ool textile industry, but our develonment was con-
temporary with the crpansion in England and the expansion
in England in the early part of the ninetcenth century
was substantial. '

We couvld go on tallting about the history of this
industry for a lonz time. To me it is an interesting
heritages It is o product that only time can develop.
We suffer under the penalty of age, and that is perhaps
the grentest handicap under which the industry uncon-
sciously oncrates,

The greatest contribution to the wmool textile
industry was the Snanish merino sheep. The Spanish
rerino shecp wag the greatest contribution primarily to
shecp husbandry and from that to the wool textile
industry itseclf, The Spanish merino, of course,
originated in Spnin., It was propagated and cultivated
to some cxtent orior to that, or contemporary with the
Spanish cultivation, by the Moors, and for a grecat many
years 1t was prohibited by law under necnalty of death
to cxport n live shecp from Spain., The first cxportation
did not take place until obout 1723,

The early breed of merino shecp, vhich is the father
of all the best wools thnt we have in the world, wns not
vhite. It was a notural color, similar to vhat we term
o cnmelt's hair today, also gray to block. Onlr by con-
stont breeding over a great many years, vhen vhitc sheep
vere discovercd and then properly bred, was the white



sheep developed. ZEven todaJ throughout flocks we get a
variation, gray to blacks 1In the west in our big ranges,
the black sheep are lkent to be used as counters to estimate
the number in the flock. -

The Spanish rerino sheep were first exported from
Spain cormencing in 1723. They sprcad rapidly all over
the world, and the development all over the world lasted
for elmost a century, In 1609 the first sheep were
brouzht to this country. In 1633, I think it was, the
first sheep were brought to Massachusetts., When it was
possible to bring fine rams from Spain, merino rams were
brought to Vermont and there was developed what arc knowm
today as the "Vermont Merino" - a very fine brecd of
shecen, larze in frame, very full weight of flcece., Suf-
ficiently important is the Vermont merino to have been
cexported to Australin, where it has been cross bred with
their sheep with great success.

ne quality and strength of wool depends upon the

quﬁl ty of the pasturaze, the quantity of the pasturaze
nd feeding, the breed, the age, and the racial descent

the sheep. Wool in its growth is accompanied by a
1100¢nl sunpnly of wool fat, wax., With it, too, is quite
a large percentase of suint, or JOl“. Suint, or yolk,
by the way, is dried persniration. Because of this con-
dition in its development, the wool acquires very readily
great quantities of dirt as the sheep move around in
pasturage or during winter feeding,

In scouring wool we primarily wish to remove the
dirt and grease, the yolk, and any other foreign matter.
The individual wool fiber is covered with ninute scales.
It is thesc scales on a wool fiber that mnkes it possible
to spin wool and it is primarily thesc scales that give
10l its felting qualities. It is crinkled, curly, with
o naturnl wave to a greater or lesser deg groce, according
to the quality., In using the word "quality" we think in
terms of dl(motor,,wg the diamecter bcecomes smallcr the
quality is finer; as the diamecter becomes greater the
ool becomes lovwer,

Chemically ool is made up of carbon, hydrogc
altrogen, ond oxygen. It is similar in chemical con-
struction to nll animal hair, the hoofs of animals, or
any of the epidermal or sltin products, It hns the



unique ability of being able to accept and reject moisture
from the atmosphere in direct proportion to the atmos-
pheric conditions that exist. In a damp climate, such as
Enzland has, it will automatically acquire from 18 to 24
of its weight. In eastern United States, vhere the
climnte is drier than it is in England, it will acquire
10 to 15%. On the West Coast, in Southern California or
Arizona, it will acquire still a legser percentage. In
the industry we call this loss and regain. It is this
hygroscopie nature of wool. that malzes it so valuable from
the standponint of its health-givinz properties. You can
rendily understand that a fiber that will readily accept
moisture to this extont eéan be of great assistance in the
ventilation of a body and at the same time act aos o
insulator. ‘ .
Under Mot woter or stean, wool bccomes soft and
plinble, This is very important from the standpoint of
finishing beecouse once o given point has been arrived
at nnd the cloth sot it will always retain that position.
That is very valuadle. An anmazing thing about wool is
thnt it dissolves in crustic allmli, it is not destruc-
tivoly aficcted by acids nnd it is the most suseentible
to the pnonomcnn of dveing of any -of the textile fibers.
In other words, in the industry we sponk of wool belng
alive, on account of thesc. propertics.

There has been distributed a rather simple flow
chart of the processes in.the wool textile industry. We
have called this "The Processes in the Manufacture of An
Apparel Fabric.," There are a number of deviations and
different nrocesses other than the.ones given on this
chart, but this covers substantially the flow of wool
through its major operations in manufacturing. The
chart has been prevared to try to explain the differcnce
betreen a.vorsted and o woolens here secems to be a
confusion of ideas as to thcse two rrocesscs,

Beginning with wool, the first omeration is naturally
talzing it out of the bales, opening it, and sorting it.

First, however, let me tell you about the method of
shcaring .o sheen. When o sheep is sheared the shearcer
begins under the body, proceeds over the haunches and up
the back and shoulders. There is sufficiont greasc and
yolk in the *lnoco to hold it together. The individual
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flecce is laid on the floor, the sides folded in, then
folded over again, and rolled up end packed as it is
shoarcd., It is handled that way for a very definite
rcason - so that vhen the sorter opens the fleece he can
lay it on the table with the part that was next to the
skin dovm and the natural wool side up, and he has the
location of the neccly, four leg shoulders, back, ctcs
ool v&rie from fleece to fleece and accordln” to breed.
Wool also wvaries in the individual fleece in dlameter, in
giade. Across the shoulders it is best, farthér down the
baclz it is a 1little lower, to the rlght.of the shoulders
it is still a little lower, and the lowest sort in the
individual fleece is under the body, or, on a fleece

laid on the table, on the outside., The sorting operation,
if we lmow substantially the grades vhich the fleeces

are running, becomes a rather simple problem to the
sorter because heé mows the locatien of the different
sortse Ho omens the flecce and pulls the gides off and
the other sorts as he rcquires them. These sorts are

put in separate bing to mn ke senaratc lotse

Wool scouring is a simblo'opor tion, Common, ordinary
snan, sodn, nnd ammonia with water are uscd in the first
bowl at a temperaturc of about 140 desrecs The wnol
travels tlirnugh to a sccond bowl autowatlcally. The
number nf bowls devends upon the thoroughness of the
scour required. ne number nf bowls in a scouring train
varies. The last nne, nof course, is a rinse bnwl.

he ol is then dried and is ready for the sub-
sequent manu’lacturing. You will notice on this chart
that fnllowing secouring we have divided wonl., We will
fnllow the left line to where we trace the worsted system
into preparing or carding. The object in making a
mnrsted is tn leep the fibers parallel. In other words,
e ore trriing to develnop a yarn that is as straight
possibles  The first operaticn of importonce following
scouring is that of carding. This is done mechanically
and 1s exactly the samc nrincivle as the haad card of
the nld doys. The carding engine is rather a large
machine - evlinder workers and strippers. The wnnl is
first mechanically opened in a breaker and opener befnro
€0ing intn the card, vhere small lumps, bits of bur,
straw, etc., arc throvm out, It is then laid nn the
cylinder of the eard, the cvlinder revolving. Next it
is met by a worker nnd‘stripper that performs mechanically



the operation that we talked about a few minutes ago -
brushing out the wool so the fibers will lie parallel,
Primarily in worsted manufacturing vhat we are interested
in is to have the fibers lie parallel as quickly as
possible.

" Preparing is an alternate method of manufacturing.
Boaclvashing (backwashing is a second scouring) is
followed by a gilling operation. There are a number of
£illings and drawings in worsted manufacturing, A gill-
ing operation is a method of running the sliver through
a set of vertical combs. These combs are driven by a
vorr. The speed is increased as they near the dellvery
point of the sliver. This operation is pcrformed
rnnechanically as you would perform it by hand by drawing
o comb through the wool. This operation is performed to
loy the fibers still more straight. An oiling opcration
taltes place at this point, and then it is reandy for
combing. The oiling operation in worsted manufacturing
is importont becnuse the operations are performed at
high specd and the wool must naturally move or slip
readily. In otiwer words, if it were dry, assisted by
the natural scales on the wool it would very soon burn
and perhans bronl:; therefore it is lubricated. This has
been done for a great many years with olive oil but
recontly there has becn o change in the olive oil
situation and substitutes are being used. We are now
ready to comb, Combing is the operation that removes
the short fibers from the long fibers. If you will look
at this chart you will find that we develop two products:
the long wool or tops, and the short wool or noils,

The long wool is commonly interpreted as worsted and
the short wool is used as a by-product. We will talk
about its direction in a few minutes.

The drawing operation in worsted manufacturing is
a number of processes of doubling and drawing to keep
the fibers parallel as it is being gradually reduced in
size to a yarn. You rust appreciate that we are start-
inzg this operation with rather a bulky sliver and we
arc anxious to get it to a size of fine thrcad. Any
variation that occurs in doubling and drawing will
crecate a slub in the yarn so we arc anxious to double
and draw in worsted monufacturing as many times as we
can ccononically to rcduce the possibility of any un-
cvenness in the yarn. This operation is rather a long



one and from it we have some wastes that are used later in
woolen manufacturing. The drawing operation continues until
the last stage produces what we call roving. Roving is the
condition: of the stock prior to spinning it into yarn. In
worsted yarn manufacture a small percentage is mule spun,
but the large majority is spun on frames, an operation
developed in England and commonly called the Bradford System,
The spinning operation in worsted manufacture today is per- -
formed rather rapidly, and the only great change that has
occurred in spinning worsted yarn in the last few years is
the increase in the revolutions of the spindle and the in-
creased size of the bobbin. I cannot very well describe

the spinning operation to you. However, we have arrived at
the point where we have yarn ready to make into cloth. Tt
is a single yarn. 1If we want to double it to make a two—~ply
yarn or a three-ply or any other combination, it goes to

the twisting room. If we want to use single filling in the
cloth it goes to the winding department. The warp is made
up of the threads that are in the lengthwise direction of a
cloth; the filling is the threads that are in the cross-—
wise direction. :

It is not easy to describe a weaving operation and I
am not, going to attempt it. You are all familiar with a
loom. The loom is almost identical today with the original
principle that was used in ancient times by hand. It has
been improved so that today we think very little of
running a loom 136 or 140 picks a minute — that is the
number of filling threads per minute on a reasonably good
efficiency, speaking of efficiency figured on a basis of
the amount of stoppage that occurs, which is ordinarily
required. You will probably be interested to know that
today a weaver can operate six or more automatic looms
with less fatigue than he could operate two or even one
of the old type a few years ago.

You will note on the side of this process chart we
have tep dyeing., In other words, if we are making a cloth
that is a mixture effect the top is dyed at that point and
if it is a piece dye it is dyed after the cloth is woven,
el some time during the finishing operation, The finish—
ing operation is not simple. You perhaps wonder why we
need a finishing operation. ‘I can best tell you that by
describing‘a cloth as it comes from the loom, even a
reasonably fine cloth which any of us would wear, looks
about as nearly like a burlap bag as anything I can



describe to you. From this description you can realize that
the finishing overation, whether it is a worsted or a
woolen, is very important. It is necessary to mend the
cloth, remove knots, wash it thoroughly, and, in the
majority of cases, to full it. It must also be sheared,
pressed and properly set. These operations naturally
vary according to the type of cloth that is being manu-
factured and the type of finish that is desired. There
are of course other minor operations which we need not
discuss this morning. The cloth then goes to the garment
manufacturer. When the garment manufacturer cuts cloth
for clothing he has two products: clothing and rags.

The rags are used as a raw material for woolen manufac—
ture. The suit is ultimately retailed to the consumer,
who wears it out, it is thrown away, goes into the rag
pile, and in turn will go to the reworked wool mill.

Wiool is usually combed in the white so that we have
white noils. It is, however, sometimes combed after it
is dyed. If it is white and needs to be stock dyed, it
is delivered to the stock dyeing department and then
brought back for oiling and blending. There are noills
and waste from the different departments in a worsted mill
which carry into the blending and oiling department, and
the clothiers' clips, the rags that are reworked, and
the roworked wool travels forward to the blending and
oiling operation,

The object in manufacturing.a woolen is to create
a yarn in which there is no attempt made to keep the
fibres parallel and naturally the resultant cloth has
more bulk and is less smooth and even. As a matter of
fact, the great difference between a worsted yarn and a.
woolen yarn is that in a worsted yarn the fibres are
parallel and in a woolen yarn the fibres cross at all
anrles. In worsted marmfacturing we make cloths of the
type of serges, fine sheer dress cloths, and fancy
worsted suitings. In woolens, blankels, shawls,
cassimere suitings and any cloth in which weight is
more important than strength is manufactured on the
woolen principle. e

The blending of stocks in the woolen mill is a very
important operation because of the variety of stocks used.
Reworked wool has a great value. It has lost some of its
strength but it has all of the natural properties of wool
so that it has an important place in the manufacture of
woolens. |

T



At this point you are probably wondering if there are

any woolens made entirely of new wool. There are many
woolens made of entirely new wool, but we are discussing
the customary methods of wool manufacture for apparel
purposes and these fabrics are customarily made of a

blend of stocks. Noils are new wool, just as new as tops,

but the fibre is shorter. Worsted mill wastes are new
wool and simply because they have been partially manu-
factured does not injure them for use in other types of
woolens, A blend in a woolen mill might contain new wool,
noils and reworked wool,

From the blending and oiling to a willowing or open-
ing operation — willowing blends the stocks so that they
work better together. It mixes the dyed stosk and pre-
pares the blend for carding. The carding operation
mechanically 1s the same as that used in worsted manu-
facture, except that in carding for woolens there is a
minimum of three carding operations, whereas in worsted
manufacture there is usually only one. The woolen ob-
jective is the production of yarn with fibres lying at
all angles, but the effect of carding is to draw the
fibres straight. To defeat this effect, in passing the
stock from one card to the next, the fibres are delivered
to tne succreding card in a direction at right angles to
that in which they came out of the last. Immediately
when the stock leaves the finisher card, it has the
appearance of a web and it is divided into narrow flat
slivers and these are condensed by a mechanical rubbing
device into a contimuous roll and then wound on spools
to be mounted on the mule preparatory to spinning.

In woolen yarn manufacture a small percentage is
frame spun, but the large majority is mule spun. Weaving
and finishing are similar to that we have discussed
except in the case of woolens the finishing is of
considerably more importance and more can be done in
finishing. It is an old axiom in the industry that
worsteds are made in the loom and woolens are made in
the finishing room. To a measure that is true but not
entirely. Then to the garment manufacturer and the
consuner. ‘

I hope that I have not bored you too much with this
descriptive matter, but I think in the discussion that is
to follow it may prove of value to you.

Practically all of the work is done by machine. The

operators are more machine tenders than artisans, which
1s %o be expected in the machine age.

R [ .



~ANALYSIS OF THE INDUSTRY

A. GENERAL CHARACTERISTICS

1. belineatipn of Industry

The Wool Textile Industry is generally under-
stood to mean the production of yarns, piece goods and
blankets in whole or in chief wvalue of wool. The Industry
does not include the manufacture of carpets or rugs nor the
yarns which are used for such manufacture. It does not
include the knitting of wool outerwear, underwear, or
hosiery but does include the wool yarn which goes into
those products. The operations of the. Industry are
covered by the two classifications of the Bureau of Census -
"Wool scouring® and "Woolen and Worsted goods."

€. Importance — national self-containment

The importance of the Industry is self-evident,
whether measured in terms of naticnal defense, in terms of
capital involved, annual sales, numbers employed, or in
terms of the comfort and convenience of people dependent
upon ool products for clothing, bed coverings, upholstery
or the other manifold uses to which the products of the
Industry are put.

The Industry is entirely self-contained in
that wool is grown in this country in substantial amounts
and all processes from the shearing of the sheep to the
manufacture of the finished fabric are completed in this
country. Greater or lesser amounts of raw wool are im-
ported from time to time to supplement our domestic supply, -
the domestic wool clip being relatively constant whereas
the actual consumption is subject to wide variations.

5. General Structure of the Industry
a. Number of individual units

_ The present number of units in the Industry as
given by the 1935 Census of Manufacturers is 630. This
represents a substantial decline from the figures of
previous years. This decline is due 4n part to consolida-
tions and in large part to the abandorment of units which
have found it impossible to make a profit. It should be

-~ e -



noted that there are not 630 units making the finished
product, a certain number of these units concerning them-—
selves with only one step in the process of manufacture
such as "scouring", "combing", or #spinning!. Many
companies include all the steps in wool manufacture
taking the raw wool and turning out the finished article.
Units of this type control the greater percentage of the
volume of business done in the Industry but there exist
many concerns who specialize on one or perhaps a group
out of the many processes but who are not integrated so
as to cover completely the several steps required in the
manufacture of wool goods. »

b. Size of typical unit

There 1is no such thing as a typical unlt in
the Industry. One single organlzatlon composed of twenty-
seven mill units, the American Woolen Company, accounts
for approximately 18% of the entire product of the Industry.

Out of 49% weaving mills, a mere %1 concerns
produce 50% of all woven goods turned out by the industry.

Seven mills account for approximately 35% of
the total.

C. Domination by units or groups

With such a large percentage of the business
volume of the industry in the hands of a relatively small
number of concerns, it might be expected that those concerns
dominated or controlled the market. Such is not the case,
however. 1In fact, the competition of the many small units
in the Industry is some times of more importance in setting
market standards than is the policy of the larger units,
This is largely because of the fact that by and large a
buyerts market has existed most of the time since the close
of the World War. Except for brief periods in 1933 and
1956 there has not been demand sufficient to allow the
Industry to operate at full capacity. In a buyer's
market there is little domination by the so-called
leading units, A

4, Capital Investment

No reliable figures exist as to the capital
employed in the industry. There is no standard basis of



accounting and depreciation figures have been based in part
upon rulings of the Income Tax unit of the Treasury Depart-
ment and in part upon the degree to which somewhat meager
profits may have permitted adequate mark-offs of capital
assets. As a mere approximation a figure of §$525,000,000
might be suggested but it cannot be substantiated by any
adequate proof,

5. Value of Product

The annual value of the product of the industry
is not definitely known; it may. be approximated more
accurately, but the figures are not reliable. The census
of manufacturers gives a figure of $462,000,000 for 1933
and $691,000,000 for 1935. The figure for 1956 should be
somewhat in excess of either 1933 or 1935, The difficulty
of getting an accurate figure arises from unavoidable
duplication. TFor example, it is difficult to determine
~how much yarn is sold to other industries and how much to
concerns within the Industry itself for further manufac-
ture. 1In the latter case, of course, the value of the yarn
.1s duplicated when the weaving company reports the total
value of its product.

6. Value added by manufacture

The Federal Trade Commission gives figures
for each six monthe period from January, 1933, to June,
1936, as to the value added by manufacture. These figures
indicate that of the total mill cost (excluding admin-
istrative and general overhead and selling expense)
approximately 50% represents raw material costs and 50%
value added by manufacture.

7. Number Employed

We think of the Industry as employing roughly
150,000 factory workers. This figure varies considerably,
however, with fluctuations in business conditions and in
seasonal demand. The low figure for employment was reached
in June, 1932, when the Bureau of Iabor reports indicated
only 78,000 employed. In August, 1933, just before the
Code became effective the figure was 169,000. The recent
high point was reached in December, 1936, when .the figure
stood at 164,000, Since then there has been a progressive
decline, with the low point probably being reached in
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October of this year: 1In addition to the number of factory
employees, there are some 16,000 to 18,000 employed as
overseers, foremen, supervisors, clerical help, salesmen
and in other miscellaneous classifications. -

8. Relationships of Above

Covered under F.

9. Geographical Distribution

- The geographic distribution of the Industry is
interesting, showing substantial concentration in certain
areas. e

In terms of loom capacily, Massachusetts alone
represents 357 of the total. Massachusetts plus Rhode Island
account for 48%, and if we add Pennsylvania the total is
raised to 57%.

In terms of spinning capacity, Massachusetts
represents 37%, Massachusetts and Rhode Island 59%, and
Massachusetts, Rhode Island and Pennsylvania combined 70%.

The largest single concentration is in
Lawrence, Massachusetts. Other centers are Passaic, New
Jersey, the district around Providence and Woonsocket and
the Philadelphia area.

There is no factor which controls the geographic
distribution of the Industry. The Industry grew up in New
England and in large part has remained there because no
compelling reasons suggested migration. That probably
accounts for the fact that Boston is a logical point of
distribution in raw wool and the trend from the rural
communities into the manufacturing centers with the de-
velopment of our industry after the Civil Var. The
market for raw wool is Boston, Massachusetts, but that
fact has no practical bearing upon the location of the
mills. A few units have been established south of the
Mason & Dixon line but less than 74 of the Industry is
S0 located. '

The particular site chosen for a wooltextile
mill is always adjacent to a substantial supply of good
Water, either a river or a reservoir since a mill uses
large amounts of water.
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It is interesting to note ‘that the worsted
mills, which in the main include the larger units, are
located largely in or near the big centers of population
where they have access to a reservoir of labor while the
woolen mills, which generally are smaller units, are
more commonly located in what may be called "the country
districts.®

10. Tariff or Subsidies as Factors in Growth

The Wool Textile Industry is classed as a
"protected industry." The wool grower in the West has to
have protection against the importation of low priced
foreign wools and the wool textile manufacturer has to
be protected against the foreign manufacturers who turn
out their goods with a labor cost which in no foreign
country amounts to as much as 40% of the labor cost in
this country.

The tariff is in two parts. The specific
rate on wool is to protect the domestic wool grower. The
present rate is 34¢ a clean pound. ("Clean pound" signifies
that the wool has been scoured to free it from grease, dirt
and other impurities. On the average a pound of scoured
wool is equivalent to about 2% to 2% pounds of grease wool).

The rate of 34¢ a pound on scoured wool
becomes 37¢ a pound for carbonized wool since a pound of
the latter is equivalent to 1-1/10 pounds of scoured wool,
Carbonized wool is wool that contains a percentage of
vegetable matter which is put into an acid bath and the
vegetable matter dissolved.

The rate becomes 40¢ on a pound of yarn
sincc a pound of the latter is equivalent to 1-1/5 pounds
of scoured wool.

The rate becomes 50¢ a pound on the-wool in
piece goods since it takes approximately 13 pounds of
scoured wool to make a pound of woven piece goods.

The tariff is not effective as far.as price
is concerned unless domestic consumption is in excess of
the domestic clip although it does operate to keep out
most of the foreign wools when there is a surplus of -

e
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domestic wools. If the doméstic consumption is in excess
of the domestic clip, foreign wools are imported and in
such a case the domestic gr$ er receives a price which is
substantially equivalent to'the world price plus the duty.
should the condition arise whereby the consumption would
be considerably less than our home production the tariff
in that instance would be less effective on price.

This specific rate protects the domestic wool grower
and in effect puts a price on the wool in an imported fabric
which is equivalent to the cost which a domestic manu-
facturer has to pay for his raw material. It does not
protect the domestic manufacturer against the products of
cheap foreign labor. Such protection is provided in part
by the "ad valorem" tariff rate on manufactures of wool.
This is graduated according to the amount of labor re—
quired to make a specific product. In terms of piece
goods, the principal classification of imported wool
manufactures, the rate is 504 and 60% according to value
classification. 8ince this percentage is based upon the
foreign value and not the value in this country, situa-
tions arise when the degree of protection is quite in-
adequate and much less than is generally supposed.
(Foreign value of a fabric costing $3 here might be $1.25.
50% of this is 62+ 5¢ or only 21% cn the basis of American
value)

B. PRODUCTS

1. Nature, Variety, and Quantities of Important Items

The more importantjiproducts of the Industry may be
divided into the following classificationss

(a) Products to be further manufactured by
some other industry.

(b) Products not substantlally changed before
reaching the consumer.

In the first classification may be mentioned the
following - ;
Yarn for subsequent manufacture into
bathing suits, knitted sweaters and
other outerwear, hosiery, underwear, etc.
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Piece goods for further manufacture
into men's, boys' and women's suits,
coats and other garments.

In the second classification may be listed -~

- Piece goods for sale as yard goods
over the counter.
Yarns for home knitting
/ Blankets
Upholstery fabrics for automobiles
and household uses.

4 Proportion of Producer and Consumer (Goods

Substantially the entire product of the Industry
is classed as consumer goods, although much of the product
goes through further manufacturing processes before actually
reaching the consumer. There is a very limited production
of such items as papermakers felts and other products for
industrial uses which would be classed as producer goods.

3. Special Characteristics — Bulk — Perishability -
Obsolescence

The product of the Industry is not bulky in
the sense that any problem of storage is involved or that
there is an excessive unit charge for the transportation of
either the raw or the finished material.

There is no problem of perishability other
than protection from moths. . This is easily handled by
concerns who have occasion to store substantial yardages
of material but is still a problem for the individual
consumer who is not always provided with facilities for
adequate moth protection. Trouble also arises occasion-
ally from the tendency of yarn or top to mildew if stored
when too damp and subjected to pressure although this is
a minor matter,

Obsolescence does not exist except to the
extent that the style factor on fancy goods puts them in
the unwanted class after the season for which they were
intended has passed. This is much more important in the
women's wear field than in the production of ments apparel
although throughout the entire garment field there is a
tendency to clean out stocks more or less completely at
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the end of each season. Blue serges have been going along
for thirty or forty years, longer perhaps. As a matter of
fact, a large part of the worsted industry of this country
was built to manufacture blue serges. Blue serges today
are a negligible portion of the industry's product.

Even with the advent of rayon and other
synthetic fibres it is difficult to believe that wool
products can ever become obsolete. There is no real sub-
stitute for wool as yet although it 1s true that shanges
in our habits of life have put such items as red flannel
underwear in the "almost obsolete" class,

4, Patents - Rrand Names

Brand names are not used to identify many of
the products of the Industry. A few of the higher priced
manufacturers do succeed in carrying the identification of
their products through to the consumer but they can be
counted on the fingers of two hands. Blanket manufac-
turers, on the other hand, since they turn out the blanket
in the identical form in which it reaches the customer, do
label their blankets and endeavor to compete for consumer
preference on the basis of their own advertised and well
known tradc names. Such names as Kenwood, St. lMarys,
Chatham, North Star and Esmond are widely known.

While there are patents on certain processes
in the Industry they are, in the main, patents owned by
machinery manufacturers and not by members of our Industry.
Several design patents have recently been taken out to
prevent piracy of design. They are probably more im-
portant because of their nuisance value than otherwise as
it is almost impossible to substantiate claims of the
originality of fabric weaves. That expression I have just
used, "almost impossible to substantiate claims of the
originality of fabric weaves", was probably responsible
for my brief dissertation on the history of the industry
because you can readily appreciate that in an industry
that has the history that this industry has almost every
weave and design and color combination that can be
thought of has at some time or other been thought of.

5. Research, Development and Improvement

The Industry is not without organizations
who are pursuing research and development work. Such
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organizations as the American Association of Textile
Chemists and Colorists, the United States Institute for
Textile Research, the Textile Foundation, the Bureau of
Standards and others are all active but the amount spent
on such research is woefully inadequate. Very few indi-
vidual mills have any technical organizations worthy of
the name. The extent of success which-might result from
the inauguration of more extensive research is, of course,
unknown but the efforts made in that direction are not
comparable to what is being done in other manufacturing
industries.

6. Style Influence

(Touched on under 3 above)

7. Stardardization and Simplification

There i1s little standardization throughout
the Industry. There is an almost infinite variation,
both in the methods of manufacture-and in the resulting
product. There are many different varieties of wool -~
many ways of blernding wool — many differences in the
preliminary proccsses — many variations in spinning and
many possitle tvpes of weaves and finishes. A given
mill having established certain methods and accustomed
to handling certain types of wool tends to make goods
of a particular character although varying its patterns
and colors from one season to another. Almost any mill
can in time change its product but in so doing runs
into many difficulties since a balance of raw materials,
machinery and processing requires considerable ex-—
perimentation. This was illustrated during the World
War when mills accustomed to making a different type
of product turned to the manufacture of uniform fabrics.
The resulting irregularity was due to a combination of
the difficulty of obtaining the type of wool best
suited to such fabrics and of the unfamiliarity of some
contractors with such cloths.

C. RAW AND CONTRIBUTORY MATERIALS

1. Variety and Importance of Items

The principal raw material of the Industry
is sheep's wool. This is used not only as new wool but
fibers are likewise reclaimed from the material discarded
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in the various manufacturing processes as well as from fabrics
which have served their use as clothing or for some other
purpose, Such reclaimed fibers may or may not be inferior

to certain grades of new wool: Reclaimed wool is used
largely in such woolen fabrics as overcoatings and heavier
types of suitings where the felting of the fibers is desired:

In certain types of cheap fabrics, notably boys' cloth-
ing, men's trousers and the low end women's wear cloths,
varying percentages of cotton are often used in the endeavor
to meet a prescribed price range. Recently new fabrics have
appeared wlherein varying amounts of cut staple rayon are
mixed with wool. Perhaps the most common proportion at
present 1s 607 wool and 40% rayon although some with higher
rayon percentages have been found. Rayon is more expensive
than cotton but when blended with wool produces a much better
and more satisfactory febric than a wool and cotton mixture.

There are other so-called specialty fibers strictly
limited in amount which are also utilized — such as camel's
hair, vicuna, alpaca, llama, etc.

As a very rouch aprroximation the following might repre-
sent the proporticn of fibers used in a normal season:

New wool 555
Reworked wool 0%
Mohair 5%
Specialty fibers 2%%
Rayon 125%
Cotton 5%

There may be some slight variation in these figures but I
believe they are substantially correct.

2. Sources of Important Ttems

The primary source of the wool used in this
country is our own country — the leading states being
California, Texas (which supplies nearly all the domestic
mohair produced), VWyoming, Montana, Utah, Colorado, New
Mexico, Arizona and Ohio. 4 small amount of wool is im-
ported regularly because it possesses particular character—
istics which are desired for specific constructions. This
comes largely from Australia with some from South America.
When the domestic supply is inadequate wool may be imported
from almost any part of the globe but the largest amount
comes usually from Australia and New Zealand.
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3. Dependability

: The domestic supply is dependable in that the
total clip does not vary substantially from year to year but
the yield is not entirely predictable since weather and
grazing conditions will affect the actual yield of clean wool
after scouring. i

a. Domestic sufficiency

The fluctuations in the availability of wool
arise from changes in the yearly consumption of wool rather
than changes in the size of the domestic clip. From 1930 to
1927 approximately 907 of our consumption was supplied by the
domestic clip with 109 imported. (In 1936 imports were above
the 109 average for the geven years.)

The percentage imported during the last seven
year period is considerably less than for preceding periods.
From 1890 to the “ime of the World Wor the percentage of the
total which was imported ran from 157 to 40%. During the War
we imported fully £0% of our requirements. The tariff
operates to make the industry use the domestic clip first and
suppl nent any additionnl requirements by the importation of
forei n supplics. Usually these can be obtained without
difficulty althowsh the supply proved inadequate in 1918 due
to the heavy demand. Japan, Germany and Italy today are short
of wool but becruse of exchange difficultics rather than an
insufficient supply.

b. Scasonal factors

Sheep are customarily sheared in the spring and
the wool is stored either locally or sent to market, the
prircipal market being RBeston., Wool stored locally is
financcd torough local banks., That sent to Boston or
Fhiladelphis is financed by wool dealers who sell it to the
mills as neecded. Pulled wool, which is wool taken off the
pelts of slaughtered cheep at the slaughter housc, is
handled largely in Chicago where the packers wre located.
The apgregate poundage of this each year is substantial.

c. Stocks

While shearing takes ploce in the spring there
is considerable difference in time because of the variation
in climate between the wool growing states. Stocks are
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normally heaviest in the late spring, decreasing gradually
until the early part of the following year, when the new clip
comes into the market. TIxcept in the case of a very reduced
domestic consumption there is seldom any large carry over of
wool from one season to the next. The fluctuation in con-
sumption is largely taken care of by increasing or decreasing
imports, which is a great protection to the domestic grower
who normally can expect the wool textile manufacturers to use
the entire demestic clip.

During the past four years the total amount of
wool in the hands of wool dealers and manufacturers (no
figures are available covering wool that the growers may be
withholding from the market) has fluctuated between a low of
105,100,000 scoured pounds (March, 1236) and a high of
192,300,000 pounds. (September, 1934).

4, (Omitted)

5

Transportation Problems

A The demestic clip has been running in the vicinity
of 400,000,000 pounds during the past several years. This is
grown largely in thie ljest or in Texas and has to te shipped

to the Fast to deiders or to the mills. The product of the
mills in turn has to be chipped to New York, Philadelphia,
Raltimore, Chicago. Rochester and other garment centers, A
good deal of hardiing is involved but in terms of total freight
tonnage moved, the problem is not comparable to that en-
countered in the so-called heavy industries.

6. Price Stability

The fluctuations in the price of raw wool are
frequent and considerable. Our domestic price (except when
we consume less than we produce) is roughly the world price
plus the tariff. The world price is subject to considerable
variation and from time to time the tariff rates have been
altered so that our raw raterial costs are far from constant,

Using Ohio fine delaine as an example ~ the
price in 1850 averaged about 70¢ a clean pound.

In 1865, just after the Civil War, it was $1.55
a pound.

In 1870 it had risen to $1.75.




The rise continued for a few years beyond 1870
but then it began to decline and steadily dropped in price
until in 1893 it sold for 48¢.

The tariff on raw wool was removed in 1894 and
the price dropped to a low of 35¢., The tariff was reapplied
in 1897, |

The average price from 1900 through 1912 fluctu-
ated between 60¢ and 80¢.

In 1913 the tariff was again removed but the
effect was not apparent on our market because of the World
War which caused a great scarcity of woel in all countries,
At the beginning of this period this grade of wool sold at
about €0¢ but jumped during the war to $1.87, the highest
price of which we have any record,

Following the war, the price declined to a low
of less than 50¢ in 193¢. : '

Iast year it was 90¢; early this year about $1.15;
at present around 85¢.

This great variation in raw material cost -
from 50¢ to §$1.87 -~ is a matter of the highest importance to
the industry. Normally the raw material may be considered
as roughly about one-~third to one-half of the cost of woven
fabrics so that it is evident that such changes in raw
material cost result in sometimes abrupt and surprising
chances in inventory values. Profits and losses in the
industry are almost more dependent upon fluctuations in the
row wool market than upon the actual manufacturing processes.

D. PRODICTION PRCCESSES

Adaptability to change

Machinery, by adjustment and by the addition of
attachments, can be changed and adapted to a wide range of
products, It is difficult, however, to make changes quickly
in the type of raw material used since the machines are
adapted to the processing of certain types of raw material
and ‘the operatives are experienced in handling certain
types and have difficulty in learning the diff'erent charac-
teristics of unfamiliar wools. In time of any national
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emergency it would be difficult to buy material on specifica-
tion from mills accustomed to manufacturing a different sort
of product but by having several alternate specifications a
considerably augmented supply of usable material could be

obtained.,

Power Requirements

The power requirements of the industry are not large,
Mills use both individual electric drives and belt driven
equipnent. Many mills make their own power, partly because
of their use of steam which makes it economical as they need
substantial boiler capacity for scouring and dyeing operations,

Patent and License Control

, Of no special importance. lMachines generally avail-
able to all mills, -

Seasonal and Cyclical Characteristics

In the blanket field there is really one season only,
the winter, i

In women's wear, there is the fall and the spring,

In men's wear there is the spring, the fall, and a
surmoer season when tropicnl worsteds are worn. In the fall
there are not only suits but overcoats for both men's and
women's wear, The peak of demand thus comes in the fall
when the industiry is called upon for blankets, men's and
worien's suits and coats. As a result operations for fall
have to be commenced much further ahcad of time than opera-—
tions for spring.

The rate of activity in the industry does show a
tendency to move in cycles although it is not always possible
to deternine the exact factors which control the length of
the active period or of the succeedins curtailment. However,
one factor can be cited as being responsible for accentuating
the fluctuations in the industry and that is the tendency to
speculate on the swings in market prices. On the upswing
there -1s nearly always on excess of enthusiassm and a wide
accumulation of raw raterial and finished goods which are-
bought in anticipation of inventory appreciation. On the
down swing everybody holds off buying until there appears
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to be no further possibility of price decreases. Jhile this
factor is to be observed in nearly all industries, it is
more serious in our Industry because of the wide fluctua-
tions in the cost of raw material and because of the long
periocd of time which elapses between the purchase of the
raw wool from the wool grower in the West and the sale of

a garment to a customer in a retail store.

/ The resulting fluctuations in the rate of manu-
facturing activity have a very important effect on merchan-
dising in the Industry and on labor relations.

You can appreciate that in a business that is as
seasonal as wool marnufacturing, from the standpoint of labor
there are two periods in the year when the industry should
be operating at pealk and employing a great many people.
There are cther times, "in between seasons" we call themn,
when the industry is not active and requires a great many
less people.

E. LABOR

1. Classificaticn

Iabor may be classified by percentages roughly
as follows;:

Ordinary R5%
Serii -skilled 60%
Highly skilled 15%

I

Availability of Requirements

Good help can be trained in a reasonable time
if there is no particular urge to hurry production. The
average age of the workers in the Industry is somewhat above
the average since the Industry has been contracting instead
of expanding in recent years and hence has not attracted
nor been able to absorb younger workers in volume.

5. Wages — Regional Differentials

The N.R.A. code in 1933 established a minimum
wage of $14 in the North and $13 in the South. This, I am
glad to say, is a credit to the Industry in that it has
been maintained and nearly all emplovees are paid much above
this because of increases in 1936 and 1937 with the improve-
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ment in the Industry. The present average hourly wage of
all factory employees in the Industry (excluding foremen,
overseers, etc.) is 58¢ per hour as compared with 30¢ in
1932. The weekly wage rate is quite satisfactory and is
rather extraordinary when compared with the average which
existed in 1932, but the annual rates are less satisfactory -
due to the necessity of laying off employees in the dull
seasons., ' - -

Although the observed minimum wage in the South
is only 2%5¢ per hour less than in the North, the actual
average 1s fully 10¢ per hour less as the skilled worker in
the South receives a smaller differential compared with
ordinary labor than does the skilled worker in the North.
Speaking of a wage differential, we mean the differential
paid for those operations above a minimum. |

4, Rates of Turnover

(No figures available -~ Varies - Generally higher
in larger mills.) S |

5. Organization

a. - Fxtent of unionization

A comparatively small part of the Industry is
organized., Prior to the C.I.O. activities, the highest
percentage of unionization in the Industry as reported by
the United States Department of ILabor was 129%.

The Textile Workers Organization Committee, a
C.I.0. affiliate, now claims 250,000 members in all branches
of the Textile Industry out of a total of a million and a
quarter workers. - Their greatest enrollment is in the carpet,
hosiery and silk branches of the Textile Industry and at the
present time their enrollment in the Wool Textile Industry
1s probably not in excess of 15%.

- b. Type of unions

At the time of the organization of the C.I.O.
the United Textile Workers Wwere absorbed and considered a
part of it under the title of the Textile Workers Organiza—
tion Committee. From the standpoint of the organization of
the C.I.0., this was perhaps a logical development, it being
an industrial union and interested in the vertical organiza-
tion taking in several steps within the Industry.
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c. Cooperation with management

You can well realize that with the small per-
centage of union organization within the Industry, the
question of cooperative management with the unions has not
been required. It is safe to say that where there have
been individual instances where the manufacturer has dealt
largely with the local, which comprised only his own em-
ployees, there have been satisfactory relations.

d. Trouble and strikes

- The most recent extensive labor troubles in
the Industry was the so—called nation-wide textile strike
in 1934. This strike started in the Cotton Textile Industry
but spread to wool and silk and other branches within a
short time. The principal demands made by the union were
recognition, shorter hours, higher wages and lessened work
assignments. After some two months the workers returned
to the mills and the President, as a result of a Committee
which was appointed to study the textile situation, es-
tablished a Textile Labor Relations Board September X6,
1934, and a Textile Work Assignment Board October 16, 1904.
He also instructed the Bureau of Iabor Statistics and the
Federal Trade Commission to prepare exhaustive reports to
indicate whether or not the Industry was in position to
decrease hours or increase wages, or both. The reports
of the Federal Trade Commission did not indicate that the
industry had sufficient leeway to add to their labor costs
by decreasing hours or increasjng wages. The Textile Work
Assignment Board found that the complications and vari-
ations eoncerned in the assignment of machine loads were’
too extensive to make it possible to formulate any single
basis for operatlon throughout the Industry..

6. Seasonal Influences on Fmployment

The fluctuations in business and the consequent
effect upon employment is one of the most serious problems
of the Industry. Unfortunately, little progress has been
made .in solving it. While seasonal factors are not solely
responsible for fluctuations in employment, they contribute
greatly to it., To those who are fortunate enough to secure
steady employment, the Industry offers a satisfactory
livelihoeod but those whose employment is limited to the
peak periods of activity are faced with recurring periods
of idleness and find difficulty in stretching their earnings
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to cover such periods. The abolition of the third shift,
which was practically eliminated when the N.R.A. code was
adopted was of assistance in spreading employment somewhat
more evenly, but it is difficult to see how much further
progress can be made so long as there is as great a |
fluctuation in demand for goods as now exists.

7. Working and Living Conditions

Working conditions are in the main entirely
satisfactory. We occasionally hear some criticism of what
is termed "stretch-out." This is an increase of the labor
load and the agitation against it is based upon the theory
that an increase of this character has a tendency to dis-
place men by machines. This increase in labor load is not
a serious problem.in the Industry and is not as prevalent
as the accusations. As long as we are in a machine age,
progress should not be retarded and it is interesting that
in the processes of the Wool Textile Industry where ma-
chinery has been replaced, it has resulted in a lesser
work load due to more improved methods in machinery. There
is a definite limitation from the standpoint of the -charac-—
ter of the work in that no excesses or abuse can be sustained
because of a loss of efficiency. I am speaking in this case
not of human efficiency but of the efficiency of the stock
which is being employed. It 1s also interesting that where
changes are made, they usually result in an increase in
employment either in the preparatory or finishing operations,
so that while the character of labor may be changed, the
actual number is not greatly reduced.

Living conditions are reasonably satisfactory. ‘A
comparatively small number of mills operate mill villages
but where that is the practice the houses are well maintained
and confortable although in some cases not any too modern.
The factory employee in the smaller centers is generally
able to find satisfactoery living quarters, especially since
the purchase of a cheap automobile allows him to choose
from what is available in a much larger area. |

Py MARKETS AND MARKET ING

1. Domestic and Export

The Industry has no export business., There is no
possibility of competing abroad in international markets
where foreign producers have the advantage of labor costs
S0 substantially below ours,
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2. Type of Consumers

Except for blankets, practically the entire product
of the Industry is sold to concerns who further process or
manufacture the materials which we produce. The garment
trades are highly competitive and our industry as the source
of supply for those trades suffers some of the disabilities
under which they also labor. Our biggest field is the men's
clothing market, with women's wear next, followed by blankets
and automobile upholstery.

3. Marketing Methods

The marketing methods in the Industry are subject
to considerable criticism and the method used is an evolu-
tion of the earlier method of merchandising. For a great
many years, in the rapid development of our country, it
was customary to distribute merchandise through commission
houses on the consignment basis. From this developed the
selling agent, and the mills that sold their product direct
to the trade. 1In the main, cloth is a primary market
commodity; becomes a raw material to the garment manu-
facturer, and is sold as such., Most of the mills in the
Industry are specialists and it is impossible to enter -
into a more modern method of merchandising directly to
the consumer because of the inability of the mill to
centrol its outlets. The garment manufacturer, in turn,
buys these various specialties from a number of mills and
he, in turn, sells a general line of merchandise. The
identity of the mill is lost to a large extent and as
long as this method of merchandising is pursued, the
sales methods will appear antiquated. The smaller units
in the Industry have selling agents who sell usually
- more than one line and who haven't a financial interest
in the mills. There is also a group of selling agents
who have a nominal interest in the mills, and some of
the larger mills have their own offices and sales forces
and sell their merchandise direct. These latter probably
are using the most improved methods of merchandising that
exist in the Industry but they would not be called modern
compared, we might say, to the automotive industry.

4., Regional Characteristics

(Omitted)
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5. Financing of Sales

Except for the larger units a great many of the
mills have their accounts factored. Factors are indi-
viduals or firms who provide credit service, collect
accounts and advance money to the mills against goods
shipped. The factors have grown in importance during
recent years. In nany cases a factor can maintain a
credit service, collect accounts and finance operations
for a number of mills more economically than the 1nd1—
vidual mills can do it for themselves.

Another reason making the factor important is
found in the terms which exist in the Industry. The
standard terms are 1/10 net 60. Few accounts are paid
before the end of sixty days and many run beyond that.

In certain cases extra dating is allowed. This is
especially true of seasonal merchandise delivered ahead

of the time when it can be passed on to the retailers.

When two or three months dating is given it provides a

real financing problem in that the mill has to pay for ‘its
raw material and its expense of converting scme six months
or even moere before it can expect payment from the customer.
Only the larger units are financially able to extend credit
to such an extent without recourse to some factoring
arrangement ,

6. Price Policies —~ Effect on Demand

The effect of price on demand is.not in all re-
spects similar to that found in other industries. A
reduction in price usually accelerates consumption, but
its effect is frequently to some degree perverted .by
garment manmufacturers maintaining their price ranges but
using better — frequently unnecessarily so - fabrics in
those ranges. Thus, while a substantial price reduction
enlarges the field for some cloths, nctably those
normally just above the so-called popular or volume level,
its effect is not reflected as directly or to the same
degree as in other commodities.

On the other hand, increased consumption has an
almost immediate effect on price, the prices increasing
rapidly in a period of active business. The reason for
this is to be found in the fact that the industry is
equipped to turn out more merchandise than can be disposed
of readily in normal markets with the result that there is
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very severe competition to obtain whatever business is avail-
able. This results in the disappearance of the profit
margins, many mills actually disposing of their products

at a loss. When the demand increases to a point where

there is less severe competition mills can get better

prices, as, in fact, they must in order to recoup the losses
which they sustain during unprofitable periods.

Furthermore, their products are sold in the main
to a trade whose knowledge of actual values is based almost
entirely on the relativity of prices to one another, which .
fact, added to a speculative-mindedness apparently inherent
in those operators, induces progressively  active buying
under pressure of advancing prices.

7. Competition

a. Other industries — substitutes

Certain parts of the Industry meet competition
from related groups. 1In the field of women's wear there
are many types of garments which could use either wool,
silk, rayon or cotton; in other types, however, wool has
no competition except for manipulated fabrics containing
wool and certain percentages of rayon or cotton. In the
nen's wear field there is competition in the summer goods
field and also in low end woolens and mixes for men's and
boys' wear. 1In the field of standard men's wear fabrics,
however, wool is almost universally used although mixtures
of wool and cut staple rayon are being used apparently with
good results.

b. Within industry

Competition within the Industry is very severe.
One reason is the fact that except for blankets the
product of the mills does not reach the consumer in such
a -way as to be identifiable. The attempts on the part
of mills to identify their fabrics and build up consumer
demand have not been successful except in a very few
instances so that the mill must always meet the competi-
tion of countless other organizations able to make
conparable fabrics. The severity of competition within
the industry is illustrated by the method of bidding on
Army contracts. Instead of declining prices as the
Quantity increases, bidders ask more for additional
amounts. This is because the competition is so keen that
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they realize that they must make a very low bid to get any
yardage awarded and -they step their bids up as the quantity
increases, hoping that on the total quantity awarded they
will get a fair average.

Ce International competition

While we cannot compete in the world narkets,
other countries compete actively for a portion of our own
domestic market. ' '

- Fron 1849 to 1860 we imported a substantial per-
centage of our requirements on blankets and woolen and
worsted piece goods ~ perhaps a third of total — because
our mills had not reached a stage where they could make
fabrics comparable with English merchandise. This per-
centage decreased gradually until 1890 since which time
it has grown markedly less as our donestic industry has
grown and acquired facilities for styling and making a
better product.

A slight increase in the tariff was obtained in
1930 but the amount figured on the foreign value was too
small to have any apnreciable effect on the importation
of foreign woolens. The substantial increase of . 504 and
more in hourly wages provided by the Code in 1933 raised
our production costs consilderably as compared with foreign
manufacturers. These increases have not only been main-
tained up to the present but there have been still further
wage advances.during the past year. At the present time
wool textile wages are ?~3/4 to 3 times those paid in
England and over ten times those paid in Japan. This is
a cerious matter for our domestic industry. ©England is
a very active competitor and is sending over a very sub-
stantial amount of men's suitings and overcoatings and
also of blankets and steamer rugs. Japanese‘manufacturers,
although they have not made much impression on our market
as yet, have made great technical strides in the manu-
facture of wool textiles and with their very low labor
costs are potential cormpetitors who -represent a real threat
to our industry,

Secretary Hull is anxious to reduce tariffs
wherever possible. Without going into a discussion of
the soundness of his philosophy at this moment, it should
be remarked that if the domestic wool manufacturer is
going to be able to sustain a constantly increasing wage
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basis he must be adequately protected against the low paid
labor of foreign textile manufacturers. There may be many
arguments for tariff reduction but while there exists such
a wide. spread between American wages and those paid in
foreign countries we must of necessity choose between a
low tariff and high wages; we cannot have them both,

8. Extension of Markets Through New Uses

The extension of the market is being attempted
through the medium of the Associated Wool Industries, an
organization supported jointly by the wool growers, the
wool dealers, and the wool textile industry. The efforts
are directed rather to the cultivation of existing uses,
the extension of present markets and the development of a
demand for a more varied wardrobe rather than toward the
discovery of anything that could properly be termed new
uses.,

G. COST OF PRODUCT

The best figures showing a breakdown of the
elements of cost are those released by the Federal Trade
Commission as a result of a study of the Industry covering
1934, 1935, and 1936.

A typical breakdown for one of the perlodu
follows (Averages of 155 companies) - :

Labor k- 28.24%
Raw lfaterial 45,91
Fuel and power Q54
Dves and chemicals 5.2
Taxes (property) , . 96
Depreciation 2.18
Other mill expense 5.80
Outside commission work o7
Selling - bad debts, etc. 4,75
Officers' salaries, etc. 1.06
Other gen., and adminis-

trative expense 1,38
Net profit 5.60

~.Total Net Sales 100,00%
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H. FINANCIAL

1. Ownership

The ownership of the industry is largely private.
The only concerns whose shares are listed on the New York
exchanges are the American Woolen Company, Collins & Aikman,
and S. Stroock & Company. A few others have some securities
outstanding with the public, but in the main are privately
and closely held. '

€. Capital Structure

Few textile mills have any bonds outstanding.
Some have more than one class of stock, but even in those
instances the two classes are apt to be held by the same
owners. Being largely of a private nature the individual
concerns vary greatly in their capital structure. There
are no standard ratios for current assets to current lia—
bilities, to fixed assets, or to net worth. The industry
offers examples of companies in almost every stage of
corporate health.

5. Farning Record of Industry

The earning record of the Industry presents a dis-—
couraging picture. Since 1925 the Industry has been
chronically contracting and while there have been some
mills in the Industry that have consistently made money ,
there are many that have consistently lost. This is best
illustrated by the fact that the capital structure in the
Industry continues to be less and until such time as there
is a substantial revival in the Industry, the earning
record will probably not be formidable.

- The decline in the Industry is illustrated by
the fact that there were approximately 60,000 broad looms
in place in 1919 as against around 46,000 at the present
time. Probably the most important factor in this decline
1s the change in habits and styles of dress. A woman's
suit used to take from six to seven and one-half yards;
today women's garments rarely require as much as two yards.
The average man during recent years has bought only six-
tenths of a suit a year, with the figure dropping to four-
tenths during the so-called depression years. Whether
the explanation is to be found in the fact that men give
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their clothes less wear than they formerly did or spend so
much more on other items that they have less available for
clothing, the fact remains that the volume of clothing sold
has been declining.

With a declining demand for the products of an
industry there is quite generally sufficient potential
capacity to over-produce, which results in a keenness of
competition which prevents all but the most efficiently
operated units from making adequate returns on their in-
vestment. :

I. TRADE ORGANIZAT ION

1. Strength, Coverage and General Effectiveness

The Industry's trade organization is known as the
National Association of Wool Manufacturers. Fstablished
in 1864, it is the oldest trade association of national
scope in the country. Its members represent approximately
90% of the capacity of the Industry. The effectiveness of
the Association is naturally somewhat a matter of opinion.
Tt stands very high among the larger associations of the
country and has been very helpful and valuable to the
Industry. During the N.R.A. the Association was the agent
of the Code Authcrity and voluntarily defrayed any neces-
sary expenses in connection with code activities. The
Association has tried to take a realistic attitude toward
the necessary limitations under which a trade association
has to work and has not attempted the impossible.

2. Production Regulation

No regulation of production has ever been tried
by the Industry except to the extent that the N.R.A.
prohibition of third shift operation of worsted spindles,
looms and knitting machines might be so considered. This
restriction did have the effect of reducing the potential
capacity of the Industry but was conceived more as an
attempt to lengthen out the peaks and valleys in the pro-
duction cycle than as a means of cutting down total
production,

5. Price Regulation

No price regulation has been attempted in the
Industry. The degree of competition would make it im-
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possible even if there might be a few in the Industry who
look with envious eyes at certain basic industries where
some degree of price stabilization has existed. Schemes
for preventing selling below cost and other similar
proposals considered at the time the N.R.A. code was being
drafted were all turned down by the Industry.

4., Trade Statistics

In the field of trade statistics the Association
has done an outstanding job. Some statistics are collected
in cooperation with the Bureau of the Census and the Bureau
of Iabor Statistics and others by the Association through
its own agencies.

These statistics.cover a broad field including ~

1. Production of wool

<. Wool Imports

5. Wool Stocks (inventory)

4. Wool Prices

5. Wool Consumption

6. Employment and Payrolls

7. Machinery Activity

8. Production, Billings and
Inventory of Cloth

9. Importations of Wool Manu-

factures
10.  Production, Sales, and
Stocks of Wool Yarns

Some of these flgules are collected on a weekly
baols, and others monthly; figures on wool stocks are
collected quarterly, and those on wool production once a
year. Compilations of certain figures are sent to members
weekly. A more complete tabulation of several of the
i1tems is made and released under the title of ifonthly
Statistics of Wool lManufacture.m It is always difficult
to know the extent to which the Induotry makes use of
these statistics, but there seems warrant teo believe
that considerably more attention might well be given to
the trends which these statistics disclose from time to
time.

5. Trade Préctices

The Industry has done a constructive job in
maintaining the trade practice rules established under
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the Code. Hours have been limited to 40 in most instances
and wages have not only been maintained but increased.
There has been a less satisfactory adherence to some of the
selling practices, although terms of sale and certain other
provisions of the trade practice rules have been carefully
and consistently followed. In periods of unsatisfactory
business it is inevitable that there should be some de-
partures from the standards. When this goes to a certain
‘point an industry generally awakens to the fact that some-
thing should be done and proceeds to do it by means of new
agreements. :

6. Effect of N.R.A. Codes

The N.R.A. was a help to the Wool Textile Industry.
It operated to reduce working hours and generally educated
the Industry in the direction of cooperative action in work-
ing out mutual problems. None of the provisions of the
original code proved unworkable and most of them still
survive. '

CONCLUSION

The Army is naturally interested in the Industry
.as it would function on the war-time basis., - At the present
time the industry furnishes large quantities of shirting
material, suiting, overccating and blankets for both the
military establishment itself and also for the C.C.C. 1In
1935 this Government buying accounted for perhaps 6% of

the activity of the industry. Since 1935 it has been con-
siderably less. 1In time of national emergency, however,
the requirements of the Government would be very greatly
increased. Allowing for some falling off in civilian demand,
it is doubtful if the wool textile mills could meet the
demand which would result from the mobilization of a large
army. Not only is therc the initial necessity for issuance
of new uniforms but the sudden change from a routine where
only moderate protection against the weather is required to
a regim=2 where much of the time is spent in the open with
the zonseguent necessitv for added protection and the in-
evitable rayid wearing out of garments, would result in a
call for yardage which the industry would hardly be in
position to mect. From this standpoint alone it is im--
portant that the industry be maintained without further
curtailment and such steps taken as may be necessary to
protect the domestic market and reserve the major part of
it for American mills so that those mills may be in a
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position to meet demands upon them if the time comes when
such demands are made. Any discussion concerning the
tariff protection afforded this industry should take into
consideration the obvious necessity of preserving this
vital industry in a healthy condition with efficiency
maintained to a high degree.
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