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Making paper and paper products from southern pine trees has become 
one of the most important industries in this Federal Reserve District. In 
terms of the difference between value of finished products and cost of 
materials used in manufacturing, the paper industry ranks third, ex
ceeded only by chemicals and food manufacturing. Measured in terms 
of growth since 1947 , however, the pulp and paper industry holds 
second place, with the chemicals industry in the lead.

Not only did the growth in the pulp and paper business exceed that 
of most other industries in the District, but it also exceeded the growth 
by its counterparts in other parts of the country. For this reason, states 
in this District, together with a few neighboring states, have been ap
propriately labeled the pulp and paper center of the nation. When an 
industry captures the headlines by virtue of its growth record, questions 
often arise about its future. In this study, therefore, we are going to 
examine some factors that may help answer the question, “What lies 
ahead for the southern pulp and paper industry?” It is important to 
explore this question because the industry’s influence on the region’s 
economy is widespread, and any slowing down in its growth pattern may 
have serious repercussions on the area’s welfare.

Growth and Economic Contribution
In 1958 , the latest year for which data are available, the 4 6  primary 
pulp and paper companies located in District states added over $ 8 7 6  
million to the value of materials used in manufacturing. Even after 
taking price changes into account, the value added more than doubled 
between 1947  and 1958 . Of more importance to the District than the 
value added, perhaps, is the market provided by the pulp and paper 
plants of the region for local resources, especially for the region’s two 
most abundant resources— land and labor. In this District in 1958, pulp 
and paper companies employed 7 4 ,0 0 0  workers, 75 percent more than 
in 1947 , according to the Census of Manufactures. These workers, con
centrated in the coastal area of Georgia, northern Florida, and south
ern Alabama and Mississippi, earned over $ 3 5 0  million in 1958. Many 
others, of course, found employment in supplying the plants with pulp
wood.

The Southern Pulpwood Conservation Association reported that plants 
in District states in 1958 purchased 12 million cords of wood for which 
they paid an estimated $ 2 5 0  million. The SPCA estimated that around 
5 0 ,0 0 0  full-time workers were required to cut and haul the wood to 
assembly points. Such workers, from nearly every section of the District, 
earned as wages for cutting and hauling the wood about half of the 
$ 2 5 0  million paid for pulpwood.

In addition to supplying jobs for well over 1 0 0 ,0 0 0  workers in 1958, 
the industry provided a market for the product of some 2 0  million to 
3 0  million acres of the District’s woodland, such sales grossing land 
owners roughly $75  million. Land owners, however, enjoyed further
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benefits. Forest specialists tell us that many stands of 

timber are overpopulated with trees. Removing some trees 
through pulpwood cutting often makes growth of the re
maining stand more rapid than before. Owners benefit, 
therefore, from pulpwood sales and from greater capital 

gains earned through faster timber growth.

The industry also aided the District’s economy through 
taxes, through community leadership, and through pur

chase and utilization of supplies not directly associated 

with paper manufacturing. Benefits like these are often 

difficult to quantify, yet they are unmistakably present and 

have played an important part in influencing the economic 

development of the District in recent ye^rs.

Economic Foundations o f  Growth
The District’s paper industry is characterized by high 

capital investment. Near the end of 1958 , the SPCA es

timated that around $2  billion was invested in the 46  

primary mills operating in District states. Some of this 

capital was provided locally, but the greater part came 

from outside the District and some, indeed, came from 

foreign sources.

The historical rapid growth of the paper industry has 

rested upon a rapidly growing demand for paper and 

paper products. Two factors have been responsible for the 

increase in demand: an increase in total population and 

an increase in per capita consumption. Since 1930 , popu

lation in this country has increased about 1.5 percent 
annually and each additional person represented a poten

tial market for many pounds of paper. As the chart shows, 

per capita paper consumption rose from 2 09  pounds in 

1938  to over 3 9 6  pounds in 1958 . Not only did many 

new uses for paper products come into existence during 

that period, but consumption of many items that had been 

on the market for years also increased.

According to the United States Department of Com

merce, the location of the plants manufacturing pulp, 

paper, and paper products to satisfy the growing demand 

for them is governed primarily by the current and probable 

future availability of pulpwood and fresh water. This 

region’s advantages in these respects have accounted in

large part for the growth of the paper industry in this 
District.

The Southeast is characterized by a high annual rain
fall and a long growing season, two essentials for rapid 
tree growth. According to one manufacturer, because tree 

growth is rapid in this region, only half as many acres 

are required to sustain a mill here as in New England, 
where tree growth is much slower. This significantly 

reduces the cost for transporting trees to the mill, since 

ample pulpwood may be obtained from an area closer to 

the mill. Also, rapid tree growth may reduce the capital 

investment in land needed to furnish a mill with trees, be

cause fewer acres are required.

Selected Growth Indicators in the 
Pulp and Paper Industry

Sixth  D istrict States and United States  
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Not only is tree growth rapid in this region, but the 
price of land for pulpwood has been low, relative to other 

regions, partly because of a decrease in farm land planted 
in row crops. According to the United States Department 

of Agriculture, farmers in District states reduced their 

acreage of harvested crops 43  percent between 1938  and
1958. Some owners sold their land outright to pulp and 
paper companies, but many others with an eye to the 

future market for trees shifted their unused acres to the 
production of pulpwood.

Despite its natural advantages for the growing of pulp

wood, the District might never have become an important 
producer of manufactured paper products had it not been 

for the chemical research and technological developments 

that made it possible to convert southern pine into such 
diverse products as paper, paperboard, newsprint, and 

wood pulp for making rayon, acetate, and cellophane.

The manufacture of these products requires an abun

dant supply of fresh water, and here too the Southeast is 
in a very favorable position. Mills use millions of gallons 

of water to carry suspended wood fiber from the beaters 

to the paper machine. Also, large volumes of water are 

used in generating electric power, for cooling and air- 
conditioning the plants, and for disposing of waste 

materials. The numerous rivers and streams of the South
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east, bolstered by a high rainfall, supply this need.

The availability of labor has also been important to 
the industry’s growth in this region. Although the indus

try’s employees are skilled workers for the most part, 

many of them having come in from other paper producing 

areas, a large supply of local labor has been available for 

training. Many workers are attracted to the paper mills

Growth in the Pulp and Paper Industry Compared 
With Four Other Manufacturing Industries

Sixth  D istrict States, 1958 from  1947
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because the pay scale there is higher than in most other 

types of manufacturing. In addition to the supply of 

potentially skilled labor, there has also been in the South

east an abundance of unskilled laborers eager to work 
in the woods.

The 5 0 ,0 0 0  unskilled workers who cut and haul pulp

wood are as essential to the industry as the mill workers. 
They are not employees of the industry; they work either 

for themselves or for independent producers who sell 
wood to pulp companies. They too have been important 

in the development of the industry.

The Outlook
In the future, as in the past, the growth of the region’s 
pulp and paper industry will depend on the demand for 

the industry’s products, and on the continuing physical 

availability of natural resources as well as capital and 

labor. It will also depend on competition from other pro

ducing areas. In a report on the future demand for paper 

and paper products, the United States Department of 

Commerce estimates an annual increase in the consump

tion of paper and paper products of over 5 percent 

through 1965 , assuming continued general economic 

prosperity. More of the new demand, according to the 

report, will come from population increases than in the

past, because the rate of increase in per capita consump

tion is expected to decline somewhat.

If the Commerce Department’s projections materialize, 

the annual increase in paper consumption will be less 

than it was during the last twenty years. Thus, production 

may increase but at a decreasing rate.

Where will the increased production come from? The 
same influences that directed production in the past will 

probably be operating in the future. We may expect that 
the availability of timber, water, and other productive 

inputs will continue to make this region the country’s 

utopia for forest enterprises, as it has sometimes been 

described by forestry experts. The ability to produce pulp

wood, they say, is almost unlimited in the Southeast if 

proper forest management practices are followed.

There are, nevertheless, some economic considerations 

that may influence pulpwood production in this District. 

There is, in the first place, competition from other wood- 

using industries as well as competition from other land 

users. It is conceivable, too, that rising personal income 

in this District may cause fewer unskilled workers to be 
available for cutting wood in the forests. A shortage of this 

kind of labor could force wages up and increase the pro
curement cost of pulpwood.

At present these possibilities do not seem sufficient to 
offset the advantages possessed by the Sixth District 

states for the pulp and paper industry. If the demand for 

paper and paper products grows as the Department of 

Commerce expects it to grow, the industry will be im

portant in this District in the future as it has been in 
the past.

N. C a r s o n  B r a n a n

COMMERCIAL BANK FINANCING 
FOR A CHANGING AGRICULTURE 

IN SIXTH DISTRICT STATES

The R esearch D epartm en t’s E conom ic Study N o . 7 

is ready fo r  distribution.

This study carries in detail how  bank financing is 

changing to accom m odate farm ers’ credit needs result

ing from  the new  econom ic environm ent fo r  agriculture 

in the Sixth D istric t states. I t covers a review  o f capital 

investm ent in agriculture, including the sources o f farm  

capital and the nature o f farm  credit, and analyzes credit 

financing both fo r  production  and capital investm ent.

E xtensive use is m ade o f inform ation secured in 

surveys o f farm  loans outstanding at com m ercial banks. 

The text o f 53  pages is accom panied by approxim ately  

100 pages o f  statistical tables.

A ddress requests to  Research D epartm ent, Federal 

R eserve Bank o f A tlanta, A tlan ta  3, Georgia.
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