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Manufacturing?
Not long ago, as you traveled through this region’s rural areas you 
would often see a farmer’s daughter methodically hand churning butter. 
In those times, farmers frequently kept a few cows to provide milk for 
use on the farm. When they had surplus milk they sold it to a creamery 
down the road. Now the churn is an item for antique collectors, and on 
many farms milk from “Bossy” has been replaced with milk from a spe
cialized dairy farm.

Although many farmers have stopped milking cows altogether, some 
have enlarged their herds and increased their output per cow. Therefore, 
even though farmers have cut the District’s dairy herd 615,000 head, 
production has been maintained in the last fifteen years. Meanwhile, 
farmers have increased their milk marketings for commercial uses, espe
cially for bottling, two-thirds in this period, and their gross receipts from 
milk have increased 134 percent. With milk sales to bottlers and dairy 
product manufacturers currently bringing farmers one-fifth of all cash 
receipts from their livestock and poultry, the dairy enterprise stands tall 
in the growing livestock industry.

True, further expansion in the dairy enterprise on District farms de
pends greatly on the growth of local markets for top-grade fluid milk, 
but it also depends on the dairy manufacturing industry’s ability to pro
vide a satisfactory secondary market for milk. If manufacturing firms 
can economically utilize locally produced milk for making hard cheese, 
cottage cheese, ice cream, and other dairy products, the base for the 
District’s dairy enterprise may be broadened and the farm economy 
strengthened.

Milk Marketed by Farmers
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Whether these firms can broaden the base for the en
terprise hinges on their ability to deal with problems con
cerning their milk supply and on their skill in adapting 
operations to new market conditions. Neither challenge is 
easily met, but there are some hopeful signs that dairy 
manufacturing firms are rising to the occasion.

An Important Industry
The dairy manufacturing industry ranks high in the food- 
processing field. According to the 1954 Census of Manu
factures, it employed 12,021 people in Alabama, Louisi
ana, Mississippi, and Tennessee that year and added $87 
million in value to raw materials. Thus, this industry’s im
portance exceeded that of the meat packing industry, 
which employed 7,717 people and added $44 million to 
raw materials.

In 1957, the latest year for which data are available, 
there were 724 plants making dairy products in all Dis
trict states. Plants making hard cheese were most numer
ous, but they were concentrated largely in Tennessee and 
Mississippi, where most of the milk available for manu
facturing was being produced. Plants manufacturing ice 
cream and cottage cheese were more widespread, largely 
because they are local-market oriented. Few manufactur
ing plants were located in Florida since most of the milk 
there is bottled.

Taken altogether, firms manufacturing dairy products 
provide an important market for locally produced milk. 
In recent years, from 30 to 40 percent of the milk mar
keted by District farmers has been used for making dairy 
products. That used for hard cheese and evaporated milk, 
which are relatively low-valued dairy products, is typi
cally low-priced milk produced specifically for manufac
turing purposes. That used to make ice cream and cottage 
cheese, two high-valued items, is usually surplus high- 
priced milk, diverted from bottling.

An Industry in Transition
Striking structural changes have appeared in the District’s 
dairy manufacturing industry in recent years as dairy 
firms adjusted to changes in their milk supply and markets. 
Many butter plants have closed down; production declined 
sharply from 20 million pounds in 1945 to 14 million in 
1958. Although numerous hard cheese plants have closed 
their doors, production rose from 49 million pounds in 
1945 to 64 million pounds in 1958, as remaining plants 
enlarged their operations.

Dairy firms also have closed many small ice cream 
plants and consolidated them into centralized ones that 
distribute over a wide area. Firms boosted ice cream pro
duction from 38 million gallons in 1945 to 59 million in 
1958, and their ice milk production jumped from 541,000 
gallons to 20 million gallons.

Supply a Problem To a large extent this transition in 
the dairy manufacturing industry has been forced by 
problems of supply. Most important, the stock of low- 
priced manufacturing milk— still the principal kind used 
by firms making butter, evaporated milk, and hard cheese 
—is dwindling. Typically, manufacturing milk is produced 
on small farms by older farmers who milk only a few

cows. Young men do not choose to produce manufac
turing milk because the returns are extremely unattrac
tive. According to data collected from a sample of dairy
men by the Georgia Agricultural Experiment Station, 
total production costs in 1958 per 100 pounds of manu
facturing milk for a herd of eight or more cows ranged 
from $2.70 to $14.19, with an average of $6.36. These 
dairymen, however, received an average price of only 
$2.73 per 100 pounds, which was $0.42 less than the 
national average. Whenever local producers can shift to 
production of fluid milk for bottling, they do so with 
alacrity, and this further reduces the District’s supply of 
manufacturing milk.

Dairy manufacturing firms are also troubled by a fluc
tuating and uncertain supply of milk. Most District firms 
are users of residual milk, so they cannot always de
pend on getting the milk they need. Only when the supply 
of fluid milk exceeds the needs for bottling does it flow 
down through the scale of possibilities for manufactur
ing—first to its highest-valued use in ice cream, then to 
cottage cheese, then to hard cheese. This flow is highly 
erratic, since bottled milk sales are heaviest at week end 
and surpluses pile up on other days. Moreover, manufac
turers are plagued by the wide swings from the April- 
August milk production peak to the winter low. These 
fluctuations in supply cause operating costs to rise because 
plants are alternately overburdened and underworked.

Demand a Boon Many District dairy firms have had to 
realign their manufacturing activities because of the short
age of low-priced milk, and they also have been respond
ing to changes in demands for milk products. The trend 
in per capita milk consumption in the nation is down, 
largely because we use less butter and condensed and 
evaporated milk, according to the USDA. Butter con
sumption per person dropped from 17 pounds in 1940 to 
eight pounds in 1959. Fluid milk consumption per capita 
currently exceeds that in 1940. People are eating more 
hard cheese, ice cream, and cottage cheese now than they 
were then. Hard cheese consumption rose from about four 
pounds per capita in 1940 to five pounds in 1959, ice 
cream consumption rose from 11 to 19 pounds, and cot
tage cheese intake increased from two to five pounds.

These trends reflect consumers’ changing habits and 
tastes, but they also reflect rising per capita incomes. 
When consumers become wealthier they buy more fluid 
milk, ice cream, and cheeses and less evaporated milk. 
Dairy specialists found, in a study of consumers in 12 
southern cities, that a 10-percent increase in income 
brought a 2- to 6-percent increase in the quantity of ice 
cream eaten, the degree of change depending on the con
sumer’s level of income.

Technology Applied  Also instrum ental in bringing 
about major structural changes among dairy manufactur
ing firms have been technological advances in the indus
try. Not least is improved refrigeration, which reduces the 
perishability of milk and its products. With this advantage, 
dairy firms are able to obtain their raw materials more 
readily and from a wider area and to maintain their prod
uct’s quality. Furthermore, dairy firms are giving more 
punch to their merchandising by improving the packaging
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of their refrigerated products. This has enabled them to 
market their products through a wider variety of outlets.

Advanced technology has been especially influential in 
reducing the amount of labor required by ice cream and 
cheese plants. Major ice cream manufacturers now use a 
“continuous freezing” process, which together with other 
new techniques enables them to centralize their manufac
turing in a single plant. By doing that they can economi
cally produce large volumes of ice cream and a wide vari
ety of ice cream products with much less labor.

Looking Ahead
Unquestionably, the District’s dairy manufacturing in
dustry has learned to cope with its economic facts of life. 
By stressing high-valued items, which can absorb relatively 
high-priced milk, it has established a sound economic base. 
Dairymen, of course, benefit from improvements in the 
secondary markets for their milk. Still, the outlook for the 
industry may not be exceptionally promising. Any future 
growth will result from a continuation of trends that have 
been favorably affecting the industry.

More Milk In the future, as in the past, the industry’s 
development will hinge on its milk supply. The upward 
trend in total milk produced in District states for commer
cial sale will probably continue. Undoubtedly the gains will 
occur in milk for bottling. Some of this milk will not be 
needed for fluid consumption and will become available 
for manufacturing purposes.

A potential exists for expanding milk production, be
cause dairymen now are more skilled than they were fifteen 
years ago, they are operating larger farms, and they are 
fairly well financed. For these reasons, dairymen in the 
District may lift their output per cow from the typical 
4,500-pound average to 7,000 or 8,000 pounds. If they 
do this, the region’s milk should become less costly and 
therefore more desirable to the dairy industry. Farmers 
may further spur their output if they continue to receive 
an attractive return for their high-valued milk sold for both 
bottling and manufacturing purposes. The possibility ap
pears strongest for Alabama, Georgia, Mississippi, and 
Tennessee. A continual though gradual decline in the pro
duction of low-priced manufacturing milk is probable in 
these states as dairymen further intensify their dairy enter
prises. Thus, surplus fluid milk will become a more and 
more important source for some firms.

Because milk production in Tennessee and Mississippi 
may continue to outrun the amounts needed for manu
facturing ice cream and cottage cheese, surplus milk in 
those states probably will flow to hard cheese plants and 
condenseries in sufficient volume— especially when milk 
production is at the April-August peak—to keep many 
such plants operating in future years. Plants that are un
able to maintain economical operations as their supply 
of low-priced manufacturing milk decreases will gradu
ally close down or be consolidated with other units.

Larger Markets Market demand for manufactured dairy 
products, considered broadly, should stimulate future 
growth in the industry. We can expect consumer incomes 
to increase further and boost the demand for high-valued 
dairy products. Major national cheese distributors, which

now are the prime markets for many District hard cheese 
producers, probably will be glad to take the output from 
this region’s factories in years ahead. By obtaining cheese 
from independent manufacturers rather than operating 
their own plants, distributors can conserve their capital and 
reduce costs. If milk surpluses increase enough, some 
cheese factories may even expand their markets.

The market for manufactured dairy products may be 
further expanded as firms apply more technology, improve 
their product’s quality, sharpen their sales techniques, and 
advertise more intensively. For example, dairy specialists 
believe that through consumer education and promotion 
cottage cheese sales can Jbe greatly expanded. Since cot
tage cheese is a market-oriented rather than a raw material- 
oriented product, District firms that improve the quality 
of the cheese and merchandise it vigorously probably can 
compete strongly for the local market. Taken altogether, 
the demands for hi^h-valued products could be sufficiently 
great in future years to provide an economical outlet for 
considerable surplus fluid milk.

Despite these possibilities for increased output and sales 
of manufactured dairy products in the District, an inade
quate supply of low-priced milk will inhibit the industry. 
Most firms cannot compete strongly for milk in areas 
where the supply is largely used for bottling purposes, as 
in Florida. Even in places where surpluses of milk for bot
tling may gradually increase, as in Georgia and Alabama, 
only firms manufacturing relatively high-valued products 
can hope to obtain enough milk to markedly increase 
their output. Manufacturers of ice cream and frozen des
serts are most favored because they use relatively small 
volumes of milk in their products. Ice cream producers 
have a special advantage since they are not tied solely to 
the local cream supply; they can import cream and other 
raw materials or an ice cream mix to fill out their needs 
or reduce their costs.

The future for hard cheese plants is more clouded. Be
cause such plants require large amounts of low-priced milk 
for profitable operations, they may find that their reliance 
on surplus high-valued milk keeps them from competing 
with cheese plants elsewhere in the nation. At best, con
sidering the declining production of manufacturing milk, 
we may expect only a modest increase in hard cheese 
production. Thus growth will come only as surpluses of 
bottling milk grow sufficiently large to overflow into that 
low-valued use. Firms making evaporated milk and butter 
are greatly disadvantaged by the decline in the supply of 
manufacturing milk, and if it continues, they will probably 
have to curtail their operations further. Although these 
eventualities do not add up to a glowing future for dairy 
manufacturing, the industry in all probability will remain 
a desirable market for this region’s milk.

A r t h u r  H. K a n t n e r

With deposits of $953,019,000 as of December 31, 1960, 
the Federal Reserve Bank of Atlanta ranks eleventh largest 
among the Central Banks of the Free World.

During July 1961 the five offices of this Reserve Bank 
handled 24,216,000 checks amounting to $8,057,678,000.
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