
T h e  S o u t h e a s t 's  B o o m in g  

P a p e r  In d u s t r y

Dramatizing the industrialization lag of the 
South, Henry W. Grady, the renowned Atlanta 
journalist, related before a Boston audience in 
1889 his observance of a funeral in his native 
Georgia for which the South had provided no
thing but the corpse and the hole in the ground. 
He was said to be particularly sad that the pine 
coffin used in the funeral had been made in 
Cincinnati, even though the body was buried in 
the heart of a southern pine forest. If he were 
alive today, he would be more than overjoyed; 
for the southern pine forest not only has ceased 
to be a mere sleeping green beauty, but has made 
the South a major production center of paper as 
well as the showplace of American technology in 
papermaking. The pine trees have also brought 
booms in employment and income for many 
communities in the South.

A Spectacular Record

A glimpse of the region’s1 pulp and paper indus
try activities that have taken place during the 
last two decades will undoubtedly impress even 
the most casual observers. Being endowed with

1The region includes Alabama, Florida, Georgia, Louisiana, 
Mississippi, and Tennessee.
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fast-growing southern pine and an abundance of 
fresh water, the region was a natural target for 
the expansion-thrust of the pulp and paper 
industry after World War II. From 1947 to 1966, 
this industry’s output in the Southeast in
creased a spectacular 250 percent as compared to 
a 97-percent increase in the rest of the nation. In 
short, the region’s paper and paperboard output 
grew more than twice as fast as in the U. S. as a 
whole and contributed one-third of the net in
crease in the nation’s total paper production.

As a result of such rapid growth in production 
capacity, the region has emerged as a major 
production center of paper and paper products. 
In 1946, the region produced about 17 percent of 
the country’s total paper and paperboard produc
tion; in 1966 the share jumped to about 27  per
cent; and by the end of 1969, it is estimated that 
its share will have nudged up to 28 percent.

Growth Factors and Production Efficiency

In a way, the enviable growth of the region’s 
paper industry and subsequent emergence of the 
region as the nation’s major paper production 
center provide a classic example of how the in
terplay of competitive forces in the free market 
has guided business decision making and has con
tributed to the development of the regional econ

omy. As was noted earlier, the abundance of 
fast-growing southern pine and fresh water un
doubtedly gave the region a competitive edge over 
other regions. However, this does not tell the 
whole story.

1 10 MONTHLY REVIEW

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1969



First of all, overall demand for paper and 
paper products expanded along with the growth 
of the economy and the living standards of the 
American consumers. As the economy has pro
duced more and better products and services for 
the growing population, industrial and com
mercial users have demanded more paper prod
ucts—ranging from container boards to disposable 
bedspreads. At the same time, better-educated 
and affluent American consumers read more books 
and newspapers and consume more paper-based 
products. Per capita consumption of paper prod
ucts in the United States increased about 40 per
cent to 530 pounds between 1950 and 1968. Paper 
consumption in the U. S. is almost astronomical 
compared to the rest of the world—estimated to 
be only slightly more than 50 pounds per person 
in 1968.

The second reason the paper industry turned 
to the South was that this region offered an op
portunity to reduce production costs. There has 
been keen competition among paper producers 
stemming largely from the industry’s overall ex
cess capacity, particularly of paperboard. Then, 
too, paper products faced stiff competition from 
other products—such as plastics—that can be 
used as substitutes for paper.

Price data reflect the paper industry’s competi
tive pricings and its ramifications. Prices received 
for pulp and paper products have risen at a slow
er pace than average prices for all industrial com
modities. In some cases, such as paperboard, 
prices were lower in 1967 than during the average 
1957-59 level. On the other hand, the cost of pulp 
wood and papermaking chemicals has risen sub
stantially since late 1950. Seeking more efficient 
means of making papers, the industry found the 
logical answer in the construction of large-scale, 
highly automated, and vertically integrated paper 
mills in the region. Today, large mills in this area 
produce finished paper rolls from raw pines in a 
continuing flow process, and the new technology 
of papermaking used by the region’s mills is 
widely regarded as one of the most efficient in 
the world.

The region’s production efficiency in paper- 
making is attested to by the rapid rise in labor 
productivity. While total paper production in
creased 160 percent between 1950 and 1966, em
ployment increased only about 60 percent. Con
sequently, output per employee rose from 91 tons 
in 1950 to 147 tons in 1966. Also, productivity 
in the region was higher than in the nation. In 
1966, the value of shipments per manhour was 
$22.36 for the region and $18.98 for the nation.

The emergence of the Southeast as a major paper 
production center has brought booms in employ
ment and payroll income which in turn have 
boosted the overall economic well-being of the 
region in general and of a number of commu
nities in particular. In 1950, 53,200 persons were 
employed by the region’s paper and allied prod
ucts industry. In 1968, the industry’s employ
ment was nearly 94,000.

The industry’s payroll income is estimated to 
have increased from $145 million in 1950 to 
$608.1 million in 1967, about a 320-percent jump. 
This is considerably faster than the pace of the 
region’s total personal income.

Even more significant than the fast-growing 
payroll income is that production workers in the 
region’s paper industry earn more on average than 
their counterparts in the nation’s paper industry. 
For instance, in 1967, an average production 
worker in the region’s paper industry earned 
$130.80 a week as compared to $122.84 a week 
earned by his national counterpart. The average 
hourly wage was $3.05 compared to the national 
average of $2.87 an hour.

Income and Employment

Employment in the region's paper and allied 
products industry has grown much more in some 
states than in others.
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The contribution of the pulp and paper industry 
to the general well-being of the regional economy 
has been substantial. A rough estimate indicates 
that the average net increase in the industry’s 
payroll income was about $50 million annually 
between 1966 and 1968.
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In general, the initial increase in income pay
ment to individuals multiplies. That is, when the 
initial income recipient spends his new income on 
a variety of goods and services, income of those 
who are engaged in producing those goods and 
services will increase. Then, the latter group 
spends its increased income which will in turn 
increase the income of still another group of 
workers. Through this multiplier process, the in
dustry probably contributed to the net increase in 
the region’s total personal income by about $150 
million to $200 million a year between 1966 and
1968.

I n d u s t r y  D e v e l o p m e n t  b y  A r e a  

Within the region, paper and paperboard plants 
are located in both urban and rural areas. Most 
of the mills in nonurban areas are engaged in 
the so-called primary sector of the industry—

that is, the making of pulp, paper, and paper
boards. Many of the mills in or near urban areas 
are engaged in converting paper and paperboard 
to various paper products as well as the primary 
operation of making pulp and paperboard. Re
flecting the changing patterns of demand for 
paper products, the region’s major product lines 
are shifting to printing papers and bleached 
paperboard from unbleached kraft linerboard 
which dominated the region’s paper output until 
very recently.

The map shows the locations of major pulp and 
paper plants in the region. The Georgia coast 
line and Gulf coast areas host mills that produce 
approximately half of the region’s total paper 
output and the remaining half is produced by 
mills in Tennessee and inland areas of Georgia, 
Alabama, Mississippi, and Louisiana.

In terms of total production, Georgia ranked
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PAPER AND BOARD PRODUCTION 
(thousand of tons)

1947 1950 1958 1962 1966
Alabama 375 516 955 1,536 2,198
Florida 633 1,070 1,818 2,102 2,344
Georgia 587* 993 1,750 2,577 3,482
Louisiana 1,342 1,430* 1,671 1,856 2,551
Mississippi 462 564 687 721 766
Tennessee 211 281 644 1,017 1,215
Total Region 3,610 4,854 7,525 9,809 12,556
Total U. S. 21,114 24,375 30,775 36,648 47,189
Region’s Share in U.S. Production (in percent) 17.1 19.9 24.4 26.8 26.6
p =  projection.
‘ Estim ated by extrapolation.
♦•Projection m ade by th is Bank.
Sources: U. S. D epartm ent of Commerce (BDSA) and Am erican Paper Institute.

1969p

14,200**
50,500

28.1**

first in the country. In 1966 (for which the latest 
production data are available in detail), mills in 
Georgia produced 3.5 million tons, or about 7 
percent of the nation’s total paper and paper
board production. Total value of shipments by 
Georgia mills was 29 percent of the total ship
ment by the region’s mills. Louisiana, third in the 
national ranking, was the runner-up in the re
gion’s paper production, but in terms of value of 
shipments, the state trailed behind Florida. (For 
details on production data, see table above.)

Regional Surplus

Viewed from the region’s perennial effort to de
velop a wider industrial bise, the spectacular 
growth that its paper industry has logged since 
1950 marked a new era in interregional trade 
relationships. I'or one reason, paper making has 
emerged as a basic industry of the region; it not 
only satisfies t̂ e regional needs but produces a 
surplus which it exports to other parts of the 
country and abroad. Actual quantity and dollar 
value of paper products shipped to other regions 
are not available. However, measured indirectly 
by what is known as the “location quotient” and 
“crude export quotient” techniques (see Note), 
the region’s mills are estimated to have exported 
in 1966 about 34 percent of their total shipments, 
or about $1,100 million in dollar value.

Industry Prospects

While census data are not yet available, it does 
not appear that capital spending by the region’s 
industry has reached the leveling-off phase that 
the nation’s paper industry apparently has 
reached. According to new plant announcements 
compiled by this Bank, there were 17 announce
ments for new paper plants with investments 
totaling about $300 million in 1967 and 30 an
nouncements totaling $760 million in 1968 for 
the region. For the industry as a whole, it has

been estimated that capital investments might 
have amounted to $1,640 million in 1967 and 
$1,550 million last year.

Trade sources estimate the entire industry is 
now operating at near capacity levels and the 
problem of excess capacity, which once depressed 
the prices of paper products, is becoming a tiling 
of the past (except for some excess capacity in 
paperboard production). The strength of the cur
rent demand for paper in relation to supply is re
flected in the slightly more rapid increase in 
wholesale prices of paper products than industrial 
prices generally. This is a significant change from 
past years when price rises generally lagged be
hind average industrial commodities. In coming 
months, paper prices may continue to advance at 
a fairly rapid pace if the demand for most paper 
and paper products continues as strong as is 
widely expected. Meanwhile, the nation’s paper 
industry is expected to add little new capacity. 
Under these circumstances, the region’s paper 
industry will undoubtedly continue to benefit.

C. S. P yun

NOTE
The “location quotient” is the ratio of district employment 
in an industry to the corresponding employment in that in
dustry in the nation. As an example, the location quotient 
for the paper and allied products industry in the Southeast 
in 1966 was derived by dividing 4.86 by 3.46, giving a 
quotient of 1.404. (In 1966, the U. S. paper and allied 
products industry accounted for 3.46 percent of the nation’s 
total manufacturing employment, while 4.86 percent of the 
region's manufacturing employment was engaged in the 
same industry.)

After the location quotient is derived, the “crude export 
quotient” is obtained by dividing the difference of the loca
tion quotient minus 1 by the location quotient (that is, crudc 

location quotient -  1 _  1.404 — 1 
export quotient = ,ocation quotient 1.404 ^
By this computation, the crude export quotient for the 
region’s paper industry was found to be .2877 for 1966. 
Since the region’s labor productivity for the industry was 
higher than that of the nation by about 17.8 percent in 1966, 
the export quotient was adjusted to reflect this difference. 
The adjusted export quotient was found to be .3388.
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