
Meat Packing—an Industrial Challenge
Converting District steers, cows, or hogs from “on the 
hoof” to “drawn and quartered” is becoming a more and 
more important task for District meat packers. For one 
thing, farmers are producing a large volume of meat for 
slaughter. Beef output in District states, for example, has 
doubled in the last ten years. Local markets served by 
packers are also growing. We now have 3.4 million more 
people in District states than ten years ago, and on the 
average each of the 19.4 million persons now in the area 
has 65 percent more income to spend. This increased 
spending power alone is significant for the meat industry 
because consumers with high incomes eat more meat, 
seek better quality meat, and want more services like 
packaging and processing. Meeting consumers’ new needs 
and desires, therefore, is a challenge for the District’s 
livestock industry.

Because meat packers transform meat on the hoof into 
ready-to-use cuts and distribute them to retail outlets 
they are a vital economic link between producers and con
sumers. When they perform their economic function effec
tively, they not only help themselves but the producers and 
consumers as well. To perform effectively, however, a local 
packer may have to answer some tough questions: Can I 
depend on my supply of raw materials? Should I seek 
wider markets? Should I invest more in my plant? How 
can I obtain the funds I need? Frequently a local packer 
must have help with those problems: He may need tech
nical aid from engineers, architects, and the like; he may 
need training in management skills; he may need a loan.

Bankers not only want to make loans that are profitable 
and safe, they also want to strengthen the income base of 
the areas they serve. In the case of the meat packing in
dustry the entire local economy may profit from the wages 
and other income generated by a financially strong and 
progressive packing plant; also, a local packing plant 
affords a desirable market for the livestock producers the 
banker may have financed. Bankers, therefore, are in
terested in knowing more about the industry’s scope, 
progress, and problems, and how to meet the packers’ 
request for credit.

A Large and Growing Industry
The District’s meat packing industry is no infant. One- 
eighth, or 392, of the nation’s commercial slaughtering 
plants are in District states, according to a USDA survey 
•n 1955. Most District plants, however, are small with 
annual production ranging between 300,000 and 2 million 
pounds of meat per plant. Some local firms kill from
1,000 to 1,500 animals each week, but for many the week
ly kill is as low as 50 head. Relatively few animals are 
slaughtered by the region’s numerous individual butchers.

Meat packing plants in District states are widely dis
persed because they process locally grown meats and 
serve local markets. In the nation’s eastern corn belt, on 
the other hand, packing plants are concentrated near 
roajor terminal livestock markets where supplies of live
stock and consumer markets are large. Again in contrast 
to the packing industry elsewhere, only a small part of the

District’s slaughter is Federally inspected for sanitation, 
disease, and general wholesomeness. Meat is Federally 
inspected at 29 plants in District states, or 7 percent of 
the total, whereas 14 percent of the nation’s plants provide 
the service. Only meat that is Federally inspected can be 
legally shipped across state lines, but most District packers 
sell within their states.

LIVESTOCK SLAUGHTERING PLANTS1 
Sixth District States 

March 1, 1955

ilncludcs all plants with an annual output of 300,000 pounds, live weight, or more. 
Source: A.M.S., USDA.

Meat packers create considerable income for the Dis
trict. Meat products sold by wholesale packers—number
ing 225 in District states, according to the 1954 Census of 
Manufactures—brought them about 483 million dollars in
1954. Fifteen percent of the total, or 72 million dollars, was 
value added by manufacture. According to that measure, 
meat packing is a fairly important manufacturing industry; 
it outranks the tobacco manufacturing, leather and leather 
goods and electrical machinery industries.

Wholesale packers employed 14,000 workers in 1954; 
the work force for the leather and leather products indus
try also totaled 14,000, that for tobacco manufacturing 
9,000, and that for electrical machinery 7,000. Individual 
plants in the meat packing industry, however, are usually 
small. In 1954 only 17 plants had 250 workers or more; 
three-fourths of the plants employed fewer than 50 per
sons. The wage bill for all plants in 1954 totaled about 
50 million dollars—double the sum for 1947. Higher 
wages caused most of the gain: wages rose 85 percent; 
total man-hours rose 21 percent.

Capital expenditures by District meat packing firms 
also were sizable in recent years. They totaled 6.5 mil
lion dollars in 1954, or 54 percent more than in 1947.
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Meanwhile some local firms are investing more funds for 
improving their plants or they are planning such invest
ments.

Sources of Supplies
The future of the District’s meat packing industry will 
depend not only upon better management and new capital 
investment but also upon some important factors beyond 
packers’ control, notably supplies of raw materials.

Growth in local livestock supplies has favored our pack
ers in recent years. Total red meat production in District 
states rose from 2.7 billion pounds to 3.9 billion pounds 
between 1949 and 1956. This was a significant gain, since 
the number of livestock farms actually declined in the 
period. The gain occurred principally because beef pro
ducers sharply increased their output; the beef cattle in
ventory, for example, rose from 4 million head in 1949 
to 7.6 million head in 1956. Pork producers, on the other 
hand, did not increase their output much in the period. 
Numbers of hogs and pigs on farms actually declined 
from 6.4 million head to 5.6 million head, but marketings 
rose slightly—from 1.4 billion pounds to 1.5 billion 
pounds. Sheep and lamb output long negligible in the 
District totaled 29 million pounds in 1956, or 41 percent 
more than output in 1949.

Some District states produce more livestock than is 
commercially slaughtered within their bounds. Alabama, 
Louisiana, and Mississippi, for example, have surpluses 
of beef. In 1956 Alabama farmers produced 213 million 
more pounds of beef than local packers slaughtered. The 
surplus, however, was mostly poor quality animals that 
sold as stockers or feeders for shipment to other states. 
Local beef supplies are smaller than local commercial 
slaughter in Florida, Georgia, and Tennessee.

Beef production is greatest in southern Louisiana and 
Florida, central Alabama, and central and eastern Tennes
see. Output of hogs is large in central Tennessee, north 
and south Alabama and south Georgia. Since dairy farms 
are scattered over the District, cull dairy cows are avail
able in many places.

Consumer Demand
Many District packers find the growth in their markets 
outpacing their local supply of raw materials. In other 
words, there are more people to be fed, they have larger 
incomes, and their habits of meat consumption have 
changed. The District’s population is growing at an 
average rate of 2.2 percent a year, and many of its people 
are migrating to urban areas. Meanwhile in all District 
states these people are getting larger incomes. In Alabama, 
personal income increased from 282 dollars per capita in 
1940 to 1,229 dollars in 1956. Meat packers’ wealthiest 
District markets, of course, are in Florida where 22 per
cent of the families had 4,000 dollars or more income in 
1950. Families in that group accounted for 17 percent 
of the total in Alabama and Georgia, and for only 10 
percent in Mississippi.

Gains in personal incomes, as well as the distribution of 
incomes, are important to the meat packing industry. High 
income families eat more meat, especially beef and lamb, 
than do the lower income groups. Families in the South

with incomes of 10,000 dollars or more in 1950, for 
instance, ate 5.82 pounds of meat in a week, whereas 
those with less than 1,000 dollars income ate only 1.61 
pounds, according to a study by the USDA. Only three- 
fourths of the southern households in the 2,000-3,000 
dollar income bracket use beef, whereas all those in the 
8,000-9,000 dollar class eat beef. Also, people in southern 
cities eat more beef than people on farms.

Problems
Meat packers striving to serve the growing District market, 
however, have some serious obstacles to overcome. An 
important one for some local packers is the short supply of 
livestock available. They cannot easily enlarge their busi
nesses if they must depend on distant supplies because 
when they have to haul animals great distances their costs 
mount fast and their competitive advantage decreases. 
Fees for hauling are a major item in such costs, and live
stock’s perishable nature and its tendency to shrink in 
weight also push costs up. In areas of short supplies a 
further complication arises if there are too many livestock 
markets because it is costly to assemble and haul a few 
livestock from numerous sales barns.

Too frequently the supply of locally produced meat 
available to packers is low in grade. Three-fourths of the 
cattle sold for beef at five Georgia markets in 1954 
and 1955, for example, were graded as commercial, utility, 
and cutter, according to a study by the Georgia Agricul
tural Experiment Station. These animals were primarily 
mixed and dairy types. Cattle classed as beef type, how
ever, did not grade much higher. Until more top quality 
cattle is available locally, packers will have trouble making 
much progress in their merchandising programs.

Larger supplies of livestock and better quality animals 
depend in turn on the region’s feed supplies. While these 
supplies have increased, they are not exceptionally large- 
increased livestock output in the past was possible 
largely because farmers grew feed on acres they formerly 
planted to cash crops; also, much feed was freed for live
stock when the numbers of mules on farms decreased. As 
farmers achieve better crop yields, of course, more o 
them can afford to feed their animals well enough to pro
duce a higher grade of meat. At the same time they 
have enough feed to support their growing livestock inven
tories. Until the region’s feed base is more productivê  
therefore, progress in the livestock industry will 
limited and packers’ competitive position will be impair •

Marketing problems also confront District meat pac 
ers. They find, for example, that their marketing channels 
have decreased. Chain stores now handle much of the 
tail meat trade that used to flow through independent re 
food stores. Chain store operators not only buy thr°u^ 
central offices but they usually seek Federally in sp ec  

meat that grades good or choice.
The most serious problems for local packers often 

internal. Rising labor costs, for example, plague 80 
plants, especially those in large cities. Others find 
they must add new truck routes, build new plants, rep 
obsolete equipment or otherwise remodel their plants 
they can sell in a larger market or achieve better quail 
or lower unit costs. All these cost money, which often is
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obstacle for small firms. A packer, for example, may 
invest in plant and equipment and then find that the larger 
business he creates calls for more operating capital to 
handle his increased inventories and accounts receivable. 
Some local packers meet their needs for capital from their 
own funds, but many must obtain credit.

Bank Credit
Some of the funds local packers need to adjust their busi
nesses are being supplied by bankers. District bankers 
make operating loans to meat packers to finance their in
ventories, for example. From the packers’ point of view, 
the most desirable arrangement for an operating loan is a 
line of credit providing about six months maturity on the 
notes. A packer with such financing assured has the ne
cessary flexibility for increasing his inventory when prices 
are low. He also has confidence that he can buy for in
ventory when prices rise, as did hog prices last year.

When establishing lines of credit for meat packers, 
bankers size up packers’ ability to control their trade 
credit. If a packer’s accounts receivable fail to turn 
over fast enough—seven to ten days—his operating capi
tal is diminished, his buying for inventory hampered, and 
his financial position weakened. Since these risks can be 
controlled at well-managed packing plants, however, 
banks may willingly make justifiable operating loans.

Because bankers specialize in short-term loans, meat 
packers cannot depend heavily on bank credit for remodel
ing or enlarging their buildings. Too often, for example, 
packers will need large sums which they should logically 
repay over ten or fifteen years from their profits. With 
terms too short, their payments may be so large that they 
have to tap their operating capital to make them. Such a 
policy long followed would cramp a business because the 
plant expansion would increase the need for operating 
capital, yet less and less operating capital would be avail
able. Nevertheless, meat packers who seek relatively small 
loans and who are able to repay them within five years 
will often find banks willing lenders.

In the years ahead there will be fewer small firms in the 
District’s meat packing industry, although small firms will 
not disappear entirely because some people demand the 
type of products they distribute. As the region’s supplies of 
quality livestock gradually increase, national packers prob
ably will curtail their shipments of top-grade meats into 
the District. They likely will put more emphasis on slaugh
tering at points inside District states. Meanwhile some 
local packers will expand, obtain Federal inspection, and 
compete more effectively with the large national firms. 
Consumers ultimately will be better served and our farm 
economy strengthened.

A rthur H. Kantner

District Building Holding Up
Stop for a moment to think of the many different struc
tures you see in an average day, and you will realize how 
varied the character of the construction industry is. The 
house or apartment you left this morning, the school 
your children attend, the highway or street over which 
you traveled to work, the factory or office building in 
which you work—all represent different types of con
struction activity. Since the need for new houses, schools, 
highways, factories, and office buildings may be different 
at different times, it is not surprising that some types of 
construction decline while others increase. Such has been 
the case recently, although overall construction activity 
has held pretty steady at a high level.

Record Being Set in Nation
Construction workers throughout the nation have been 
building at a record rate so far this year. If they continue 
to maintain the pace set in the first eight months, by the 
end of the year they will have put in place new construc
tion valued at nearly 47 billion dollars. This will top any 
previous year’s total.

Having heard so much about a decline in home building 
over the last two years or so, you may be startled to 
read that construction workers are setting new records. 
It is true that home builders have been putting up fewer 
houses, but other construction contractors have been 
building more office buildings, factories, schools, hospitals, 
and highways. These other contractors account for over 
60 percent of the nation’s total construction. Home

building, therefore, although accounting for the remain
ing 40 percent and being the single most important com
ponent of the total, does not necessarily reflect the course 
of total construction. Since March, however, seasonally ad
justed housing starts have increased, indicating the decline 
in home building of the last two years may be ended.

Higher costs this year have inflated the dollar value of 
total construction activity. If we ignore the effects of these 
higher costs, we find that the construction industry is not 
setting records this year. Instead, it has been traveling on 
a plateau about 2 percent below the peak reached in
1955. By other historical standards, however, this is a 
very high plateau.

District Activity High and Rising
The national estimates are based largely on building per
mits issued and construction contracts awarded at some 
previous time, with proper allowance for delays in starting 
construction and for varying periods of actual construc
tion. Although we do not have District data on the 
value of construction being put in place each month com
parable to those for the nation, we can see how our area 
is faring by looking at building permits and contracts 
awarded. These indicate that District construction activity 
is holding up somewhat better than in the nation.

Take home building first. The number of houses and 
apartments authorized by building officials has been 
trending downward since early 1955, less so in the District 
than in the nation. The first five months of this year, the
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