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INTROJ)UCTTO~ 

• 
The aggregate marketing and processing margin for livestock and 

meat, consisting of costs anel profits, is the eli ffl'retlce between the amount 
paid by consumerS and other U!'{'rS for the procltlcts and that received by 

• Submitted fQr publication December 12, 1945. (1) 
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producers for the livestcck from which the products arc obtained. This 
margin logicaily divides itself into separate margins for performing 
stich different broad functions as marketing livestock, meat packing, 
and whole~ale and retail distribut()l1 of the product:;. 

The cost:;; or expenses incurred in marketing and proce<;sing livestock 
and meat bear a relationship to the channels through which the animals 
and products move, and to the services rendered. In the marketing of 
liveslock, the services may be assembly at local or intermediary points. 
!1andJing, caring for and selling at markets, and tral!sportation. In the 
~ale'of Some livestoc~, substantially all of the marketing services are per­
formed by the farmer hi tllself, in which case no payment is made to 
others. The more common practice, however, is for a farmer to delegate 
some or all of the marketing services to Oth(TS, for which fees and 
charges are paid. 

Meat packing includes slaughtering ancl processing. Processing in­
volves sllch functions as CUlling, boning, curing, smoking, cooking, 
canning) making sausage am! prepared meats. rendering lard, freezing. 
a!1(~ dehydrating. The co,;t of meat packing is affected considerably by 
the hillel and degree 0 f processing done and by lhe form in which meat 
is distributed. 

Most of the meat is distributed through both wholesale and retail 
markets. If the meat is consumed a considerable di~tance from where it 
is processed, the transportation is a considerable item of cost. The cost 
of distribution is affected not only by the specific marketing channels 
through which the meat is moved, but also by the kind and amount of 
processing) and other services per formed by wholesaling and retailing 
agencies. Direct sales of lll\.'at from processors to consumers are relatively 
unimportant, except sales to hotels, restaurants, steamship lint's, and 
institutions. 

In 1939, the meat sold at retail had an estimated value of 3,913 mil­
lion dollars. The total bill for marketing and processing livestock and 
meat (exclusive of that allocated to inedible byproducts) was 1,917 
million dollars. 0 f this total, 9,39 million dollars was for retail distribu­
tion 0 f meat, and 227 million dollars for wholesaling meat. The estimated 
amount ck·duclecl for slaughtering and processing was 583 million 
dollars allocated to meat and an additional 65 million dollars allocated 
to ilw<iihle hyproducts. making a total of 648 million dollars. Expenses 
for marketing livestock,including transportation. were estimated at 187 
million dollars (168 million dollars allocatl'd to meat and 19 million 
dollars to inedible byproduct::;). The sum of 2,218 million dollars was 
paid farmers for livestock (1/)96 million dollars allocated to meat and 
220 million dollars to inedible byproclucts). 

Information on markc·ting margins and costs for livestock and meat 
has long-time importance as a basis for den·loping effective research. 
Such research would he (lesigned for usc in formulating plans to increase 
efficiency and to reduce the costs of marketing and processing. 111e in­
formation permits comparisons to be macle of the cost of marketing 
livestock through different types of market;; anti 10 evaluate these costs 
in the light of the s{'rvic('s performed at each. In fOfln..tion on the cost 
o f proce~<;ing tan be related to the type of proc('s:::ing. and in formation 
on the cost of distrihution of t1l('at' to til(' Ilwthnd of distribution. 

• 

• 

• 
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}IAIIKl~rtNG ~IAlt(jI:-;S Mm COSTS lton UYHSTOCK ANI) )IEA'l' 

PUHI'OSf; 0[,' STUDY AND NATUHE OF DATA 

The primary purpose of this bulletin is to bring together and co­
lmlinatc the available data bearing OIl the problem of margins and costs 
or marketing ami processing livestock and meat. The base period for 
the sludy is 1939, the last year ,representing "normal" peacetime con­
ditions, Much of the available information pertains to segments oi this 
problem, and these segments are combined in arriving at the margins 
for performing the Yariolls marketing and processing functions. In­
formation is more complete and more reliable for some phases of the 
problem than for others. For some segments, data arc practically 
none.'{istent, and estimates h1,Ye had to be macle ill order to attain com,. 
plctcncss. In other cases, the availahle data did not apply to the base year 
and it was therefore nect's:.ary to make adjustments in order to attain 
comparability. In formation from a large number of sources was used, 
most 0 r which was in published form. 

l>nOIll.J,;M 01' DETEH.mSI;\(; MAHCINS A:\,D COSTS 

F'On 1,lrEsTocK A;SD ~.rEAT 

The probklll of dividing the con:.t!nwr·s dollar spent for meat into 
the proportions that go [OJ' redorming the functions of marketing live­
:.lock, meat packing, wholesaling, and retailing invoh'es innumerable 
~·()lI1plkalions. The lin'stuck sold by a farmer is a di fferent commodity 
f rOIl1 (hl' I11mt bought by a consumer. Slaughtering yields a carcass that 
weighs (o;lsiderahly kS5 than lhe weight of the !i\'e animal. The proc­
essing g('l1erally abo reduct·s (he ,,"eiUht of meat, although in some 
cn:.es the weight is incn'ased. The animal when slaughtered yields many 
hyproducts, both edihk' allti inedilJil:. Some of these arc processed by 
the concern that :.Iaugh(crs, and other::; are sold in the raw slate to other 
pl'ocessors. The (.'dib!t, byproducts are mostly marketed through the same 
eh(lnnl'ls as the l111.at. but tht' inedible bypro<iucts usually arc sold. 
through other channels. 1J1lI,ortant inedible In'products are hides, pelts, 
gr(';ts(', pharmacl'uticals, and materials for the manufacture of animal 
f(·(·ds ,tJ1t! fertilizers. 

Till' carC:LSS decrea'i('''' further in weight when it is cut up for the 
retail trade, owing to loss .)f J11()isture and to normal cutting losses, 
trimming, <ttld. boning. TIlt' dit"fl'l't'nt rc'tnil cuts yary widely in value. 
Some trhllJ1ings !'ut'h as tallow, tendons, and bones resulting from boning 
<Il'I.' i!1l'dible unll of low \'aluC'. AIL this greatly complicates the prking 
of awat. 

~rl'al fl'om animals o[ ditTercnt !>pecies arc in some respects dis­
~i\llilai:. The animals knd (0 \'ar)' in dressing yield, the carcasses may 
})(' cuI: .Ii (ferl'ntty, the extent to which meat is processed and the kind 
II i prol'l':,sjng dOIl(' Illay Ill' di tTerl'n\. and the byproducts have tIi ffcrent 
Yalm's, .\ l'onsi(\(>rahl(.' pilrt of lllL' pork carcass is cured and smoked, 
wlwt'('ns car..:aSSt'$ of bcd, y(.'al and lamb arc mostly sold fresh. More 
Ill'd than other nwat is hC)Jwd. P:ll'k('l's make hamburger, YariOllS kinds 
of silllsagl', ant! (ltlH'\' prt·parl'd llleat.;. Some processing and fabrication 
of nIh (If meal also an' dOl1l',1Iy o!lll'r \\'ho\('o.,akr.; ,md retailers. 
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,Packl'rs niso process and 11andle produds other than meat, such as 
lard, butter, oleomargarilw, chee;;,.', poultry, l'ggs, fi::.h, an.d othlT sf.'~(ood . 
Then, lOa, all the meat produced from slaughter at pa~kl11g plants IS not 
distribuH'd to conSUl11el~$ through retail slores. Some is sold at Wholesale • 
to 11Otds, restaurants, institutions, anJ stenmship ct'l'lpanies, either by 
(he packers or by other wholt:saling agencies. Some is sold, by packers 
111 relatively Jarge lots to concerns that manufacture :1au::.age and other 
prepared meats but that UO 110 slaughtering. Much of the meat retailed 
is sold through combination meat anJ g!'(Jcery stores which handle in­
lltlmel'ablc other products. Even ,n n:gu!,II" meat markets, stich products 
as poultry, fish, other seafood, butter, and cheese arc generally sold. 

\\'ith a problem as comple,X, as this it is obvious that the margins for 
the various marketing amI processing functions cannot be determined 
With nlathcl11~ltical precision. Tht.: t1etaikd data pertaining to the various 
phases of tht.: problem arc limited both ill amouut alltl ill their refinement. 
All that can be hoped for in a study of this kind is to bring together the 
best available information on the subject, and to deterl11ine average 
margins and costs. The margin!:i dei'ived should be considered ap~ 
proximate; thcrrfore they have thl;ir limitations, But [or practical ptlr~ 
pO$es ther should be useful as gt'!ler<!l indiciltors of the relative size of 
the margins taken for performing the "ariou!:i functions of marketing 
and processing livc!:itock and meat. 

ClIA.N.NELS OF 1LwI(E'flXG 

In a study at the cost of markl.'liug livestock and meat it is important 
to show the channel!:i through which the cOl1ll11oditie!:i move from the 
farm to the consumer, to point out tbe characterh;tics of the yarious 
types of markets tlsed, to indic<1te ~what agencies operate at each t.ype 
of market, and to describe the sen'ices they rcndcr in order that the 
co:>ts of the sen'ices provided at each market may be appraised more 
accunl\dy. Fu[J knowlcdgl' of the ol.<.~rations at the varjous types of 
markets is essential as a basis for sugge:-ting imprOYel11cnl!:i in l11arket~ 
ing methous and practices, and (or reducillg markding costs. As li"cslock 
and meat an.; dispo~~'d of through dilTt'rent mill'kt,t:l, tran:;ported in 
different types of eCjuipment, and handkd under different conditions, 
the channels through which they arc di~tdbuted are shown separately. 

MARKETIXG CHAN,XELS FOH I-I\E:;TOCK. 

Livestock sold by farmel's may 1110V(' through seycral intermediate 
handlers on its way lo 1111al clestinati.,tl. Thi~ applies particularly 10 
slaughter li\'t'Slock, and to :;tockers <!lld fet'ders. Brceding and dairy 
animals are likt::ly to ll1O\'C directly to tinal purcha:.ers. In the 14- Slnles 
included in a study made in the Corn Bt'lt region, by tlll' Corn Bdl 
Li\'cstock ?lIarkelil1g Research COlllmittl'(', about 24- P('JTt'nt of alJ 
liwstock ~old (combim·d in knn~ of carlot '1:q1.livak·nts) moved direct 
from farms 10 packing planl~, f l'l'dlots, and other farms without going • 
through any market in !f)·IO (,tahlc 1,1 (6).!! :\hO:lt 40 Iwrcent (If all li\'c­
~t(Jck sold in lh(' rl'gioll pas'l,d througb krmlJ:al public markc,ts onl)', 
--;-;v;7':;.~,;;;;;;,~ rP1'cllt/ICU$ refer 1<1 I itrrplllrr ('llrd, /,ag.~ 100~ 
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• 28 percent passed through one or more types of local markets but not 
through a terminal market, and 8 percent passed through both local 
and termitlal public markets. 

TABLE l.-Clwmtcls throug" which iivesiock passed from j<arnrers to packing 
plants, o/lwr farmers, and other ttselt's, by species, 1940 

Cattle Sheep All 
Marketinlr channels and Hogs and Iivestocle, 

calve! (carlotlambs - equivalent)! 

Percent Percellt Percent Percent 
~Qt goinR' through markets••••.•" .••.•• , 23 25 24 24 
'rhrough termwal Pllbllc markets only••••. H 36 45 40 
Through one or more types of local mar. 

Kets bUl not through termin,,1 markets••• 24 32 26 28 
'fhrollgh, both local. and terminal public 

markets ................................ ~ ••• 5 a9 1 

Tota!. ............................ 100 100 100100 I 
t Percentages (or all livestock combined derived by wdghting the different species by volume 

accord Ill!: to carlot equivalents. 
Da~a (or cattle and calves, hogs, an,l sheel' and lamb$ irom Corn Belt Livestock Marketi!,,, 

Research Committee (6, p. 28). 

• 
The rhannels of marketing and the relative importance of the different 

types of markets used for the livestock sold in the Corn Belt region in 
l~.fO are shown in figure 1 (6).3 In terms of carlot equivalents, cattle 
comprised 35 percent, calves 11 percl'nt, hogs 4S percent, and sheep and 
lambs 9 percent. These relationships generally vary somewhat from year 
to year. In 1939, the base year for this study, the consist of livestock 
rnnrkt:l('d was comprj~cd 0 f cattle 38 percent, cah'es 12 percent, hogs 
40 perccnt, ami sheep and Iambs 10 percent. 

CalLlc, calves, and s!l!!ep and lambs were marketed through terminal 
public markct.') in larger proportions than hogs. Hogs were sold in rela­
tiwly large proportions through local markets, and direct to packers. 
::;()Illl' livc~tock llIo\'ed through more than one market of the same type, 
but this is not shuwn in the figure. Indications are that livestock outside 
the Corn Bdt l'(·giol1 arc marketed through somewhat similar channels, 
but data on thl' relatin! importance of the different types of markets 
used <Lrt' not m·ailable. 

Eighty-two percent of the lh'c,:tock (exclusive of horses and mules) 
sold by fanncrs in the Corn Belt region went to packing plants for 
5Iaught~·r .. The other 18 percent was composed of stocker and feeder 
animals that went to farms and feedlot.:;, animals sold for breeding and 
dairy purposes, and some animals sold for slaughter to retail meat dealers 
<I.·,1d other users. 

MAIIKETI~G CHA~NEI.S FOR MEAT 

• 
The tonnage of meat marketed i5 considerably smaller than the tonnage' 

of li,'estQck. This diffcr('nce in weight is accounted for both by the fact 
that some of the liYestock marketed docs not go to slaughtering plants 
and that dressing losses result from slaughtering. Of the livestock 
slaughll'red in packing plalits in 1939, as reported by the census, the 

1 CorresllOnding illustration. SllOWil1l> the channels o( marketin/l for cattle and calve~. hOlrs, and 
5h':(11 an.1 bnlb~ 5ejltlrate!y ar~, lihown in the publication listed (6). 
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VIGURE L-CHANNELS OF LIVESTOCK :MOVEMENT FROM FARMS IN THE CORN ~nELT REGION TO PACKING PLANTS, 

FARMERS, AND OTHER USERS, 1940. 
Of all livestock combined (based on carlot equivalents) marketed by farmers in the region, 82 percent wenl to packing plants for imme­

diate slaughter and 18 percent to farmers and others. Cattle, calves, and sheep and lambs were sold through terminal public markets in 
relatively larger proportions than hogs. Hogs were sold direct to uackcrs and through concentration yards in relatively large~ proportion,; 
than the other livestock. • 
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average dressing yield was 62 percent of the live weight (table 2) (32). 
Dressing yields varied considerably by species of animals., The lowest 
was 47 percent for sheep and lambs, and the highest 73 percent for hogs. 

TAllLE 2.-Numberj weight, and dressing :>'ield 0/ animals slough/ered for own 
account in 1,478 meat packing establishments, 1939 

Species Head Weight 
on foot 

\7eight 
dressed 

l Average weight 
all foot Dressed 

Dressinr 
yield 

Cattle ............ . 
Calves •••••• '" .,.
Hog............. . 
Sheep and goat~ •••• 

Numb" 
11,855,339 
6,445,859 

016.515,414 
19,639,449 

1,000
pOunds 

10,935,710 
1.202,045 

10,692,706 
1,610,636 

1,000
paullds 
5,820,615 

726,029 
7,825,369 

790,492 

Pounds 
922 
186 
230 

85 

Pounds 
491 
113 
168 
40 

Percent 
53.2 
60.4 
13.2 
41.3 

Total. •••.••• 2·1,501,151 15,162,505 61.9 

1'rom United St:.!es ilureau of the CensuS (32, pp. 60.61). 

Of the estimated production of 17,53-1- million pounds of meat iri 1939, 
88 percent was produced from slaughter in commercial establi~jhments 
and 12 pel'cent from farm slaughter. Commercial slaughter included 
slaughter in federally inspected plants and slaughter in both wholesale 
and retail plants not under Federal inspection.-l The meat produced 
from commercial slaughter that year was made up of beef 44 percent, 
veal. 6 perct."nt, pork (exclusive of lard) 45 percent, and lamb and 
mutton 5 percent, The meat produced from farm slaughter was estimated 
as follows: Beef 11 percent, veal 4 percent, pork (exclusive of lard) 
B-1- pcrcent,and lamb and mutton 1 percent. Most of the meat from. 
farm slaughter ordinarily is consumed on farms but some is sold to 
retail establishments or direct to consumers. 

Of the meat and 111eat products produced in wholesale packing es­
tablishments and in sausage and prepared-meats processing plants, ap­
proximately 8+ perccnt (in terms of value) was distributed through 
retail stores in 1939 (fig. 2) (30). Forty-four percent of the meat moved 
to retail stores direct from packing plants, and 26 percent through branch 
houses owned and operated by packers. Fourteen percent of purchases 
by retailers were obtaincd frOI11 independent wholesalers and jobbers. 
Sales direct from packing plants to consumers, which involved primarily 
institutions and other large users of meat, were equal to about 7 percent 
of the totaL Only 2 pel'{;ent of the total meat produced in pacldng plants 
was exported. 1\[ost of the 111eat handled in retail stores was sold to 
household consumers. Only a small proportion was sold by retail stores 
to institutions, to industrial consumers, and to otLer large users. The 
proportion of the total meat taken by institutions and other large users 
apparently has increased since 1939. 

1\ considc:rable vohlme of products normally moves from one packing 
plant to another plant, and some products move from one agency to 
<I11othcr ag('l1cy of the same type, but this movement is not shown in 
figure 2. In 1939, the volume of meat transferred from one packing plant 
to another was equal to nearly 11 percent of the total meat and meat 
products produced in the wholesale packing establishments (30). Some 

• The classification of slaughter was modified somewhat during the war. 
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Of lhe meat ~II\J mcal products produced in packing plants, 83 percent was bought by houschold consumers, 15 percent was bought by 

institutions and Olher large users, and 2 IJercent was exported. :Meat-packing concerns wholesale most of their own meat. Less than one-fifth 
of the total was handled by independent wholesalers and jobbers in 1939. . 
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of this, apparently, represented transfer of meat between plants owned 
by the same concern. The transfer between plants was relatively more 
important for pork than for other meat, amounting to about 15 percent 
of the dressed pork produced in the packing plants. For beef, it com­
prised 7 percent, veal 6 percent, and mutton and lamb 2 percent. In 
some packing plants, operations are confined to killing and dressing 
Iiv('siock, and the carcasses are shipped to other plants for cutting and 
distribution, and perhaps for processing, It is not uncommOn for a 
packer when he finds his stock disproportionate to demahd On certain 
cuts, to buy frol11 Or sell to other packers. One wholesale distributor 
may at times sell meat to other wholesalers, but the transfer of 111eat 
among dilIerent bra.ncb houses, Or among different retail stores, is not 
common. 

COMBINED MAnGIN AND COSTS FOR MARKETING AND 

PROCESSING UVESTOCK AND MEAT 


.\5 both liv('stock anti lt1('at arc moved through se\'eral channels the 
a\'(\rage margin and cr}:;ls for individual lots of these commodities may 
mry al any gh'('n p(.'riod. Thc margin am) costs, also, Illay vary from 
one period to al1otl1('r, iJeing alIected by such factors as the level of 
priccs, the Yolum(.' of supplies, the relative proportions of the different 
spedc's of li\'('stock and IIIcat, wage rates, and other costs. Ovcr longer 
periods, margin and costs Illay be alIected by changes in the channels 
of marketing, by shirts in areas of production Or of consumption, and 
by modifications in methods and practices employed in marketing and 
processing. 

TI!~:;'ljns 1:'< SPl!l::AD RETWEEX PRICES OF LIVESTOCK AND RETAIL MEAT 

The' spread b(,twC'c'n the price of livestock and the retail price of meat, 
as t1s('d in this bulletin, refers to the price of the numbcr of pounds of 
lin: animals required on an average to produce 1 pound of meat to be 
sold at retail compared with the retail price of 1 pound of meat after 
adjusting for value of byproclucls. This spread, or margin, represents 
the total amount absorbed for marketing and processing livestock and 
meat. 

The marketing and processing margin, and the share returned to pro­
ducer'> as payJ1lcnt for li\'cstock for the period 1913-44 (fig. 3) are based 
011 two price s('rics, each of which is obtained independently of the other 
by <Ii IIert'nt agl.llcit·s (26). The retail meat price series is a composite 
of retail prices of Sen~ral Ctlts of meat, weighted according to their rela­
tivt imj)ortanc(\ The prices nre colleckd by the Bureau of Llbor Statis­
tic'i, and Ilormally apply to ITwat that grade'S "Good." The series of 
lin-stOl'k prices art· based on the average prices r(.'ceived by farmers for 
bed cattle, v!.'ul caIre!>, hogs, sheep, and lambs, as reported monthly to 
Ih(~ Bureau of j\griCttllural Economics, after adjusting for valuc of by­
prodllcts, This is done by reducing the reported farm value of lin'stock 
by the imputed ,>aluc of the bypl'oducts at the farm 1e\'el. The. average 
drt'~:iitlg plC'rcentage for ~'ach SP('rits of li\'estock was used in adjusting 
th" Prl~'(> of liwstock to n retn;l meat price basis. 

X o (,lIlall), tlw 'pn-ad lwt ween the fa rm Ynlu~' of 1 ivestock and tIl(' 
72.1468.." 47-.2 
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FIGURE 3.-RETAIL VALUE OF l\{EAT AND MEAT PRODUCTS PUR­
CHASED BY FAMILY OF THREE AVERAGE CONSUMERS, FARM 
VALUE OF EQUIVALENT QUANTITIES OF LIVESTOCK SOLD BY 
PROOUCERS, MARKETING AND PROCESSING :MARGIN, AND 
FARMERS' SHARE OF RETAIL VALUE, BY YEARS, 1913--44. 
Expressed as percentage of the retail value of meat, marketing and processing 

charges were low, and returns to the farmer high when the price was high. When 
the price was low, the percentage of the retail value of meat represented by 
marketing and processing charges was generally high, and returns to the farmer 
were low. In 1931), the base year for this <;tmly, the spread between the retail value 
and the farm price was fairly normal. 

Adapted [rom Miscellaneous Publication 576. United States Department of 
Agriculture, Price Spreads Between Farmers and Consumers For Food Products, 
1913-44, p. 60. 

retail value of meat, expressed in cents per pound, tends to be wide 
when prices are high and narrow when prices are low. The livestock 
producer tends to get not only lower prices per pound when the level 
of prices is low, but he generally also gets a smalter percentage share 
of the price consumers pay for meat. In the two depression periods, the • 
early 1920's and the early 1930's, the percentage spread between the 
farm price of livestock and the retail price of meat was relatively high, 
and the farmer's share relatively low. On the other hanel, during the 
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• periods following these depressions, when prices were considerably 
higher, the percentage spread bewcen farm and retail prices was smaller 
and the proportion received by farmers was relatively large. 

This relationship has not been maintained during t!le war. The per­
centage of the retail value of meat shown as the marketing and process­
ing margin has been smaller, and the percentage shown. as the farmer's 
share larger than prevailed with the same price level lor earlier years, 
even after making allowance for sub!Jidic!> paid by the Government in' 
1943 and 1944. 

If the reported retail price for the war period is too low, it lnay pos­
sibly be accounted [or by the up-gradin6 of meat, or by the processing 
of a larger-than-normal proportion of the meat which sold at higher 
prices, or by tIll' sale of meat at prices above those reported. The re­
ported farm value of lin'slock woultl be too high if farmers had paid 
more than the normal marketing services out of the prices received, but 
there is no indication that more than the customary services were paid 
for during the war. In 1939, the yl'ar used as base in this study, the 
total marketing and processing margin was 49 percent of retail value of 
the product, and the farmer's share 51 percent. This appears to have 
bc:!n about avel'agr.: over a longer period. 

MAIlKETENG AND PnOCESSING MAIIGINS A)lD COSTS FOil 1939 

The margin and costs for performing each of the broad functions of 
lliitrketing alld processing in 1939 arc ill this bulletin expressed both in 
cellts pCI' pound of meal (and lard) sold at retail, and in percentage of 
the retail value of meat. The total marketing and processing margin is 
the spread between thc avcrage retail value per pound of meat and the 
average price recl'i\'cd by farmcrs for the number o£ pounds of livestock 
required On an :'l\'l'ragc to produce 1 pound o£ meat, reduced by the 
estill1ntl'(\ value of byproducts, most of which were inedible (26). Mar­
gins we're determined 011 the hasis of the agencies il1Volvcd in marketing 
and prucessing. MargitlS al'e shown £01' all livestock combined, and for 
all I1ll'nt combined, instead o[ by species. Howc\'cr, some reference is 
lIladl' lo studies in which l1Iargins by species were determined for other 
periods. 

DISTltllllil'lON OF l\IAHGIN ON nMlIS OF FUNCTIONS 

Of the amount paid (or mcal at n'lail in 1939, nearly one-half went 
as paynwllt for market ing and prOl.'{'ssing lh'cstock and mcat, and slightly 
more than ullc-hali was recl·i,'(·d by the producers of livestock (fig. 4). 
The cost of distributing the nwnt, including both wholesaling and retail­
ing, was <,qual 10 nearly 30 percl'nt of the amount paid by consumers. 
~e,\r1y 15 peicent of the total went as paylU(~llt to mcat packers for 
~Iaughtering and proct's~it1g, and 4.3 percent for the marketing of live­
stock, including their tran:-portnlinn.

• The averng~' retail valtH' of 111C'at (including lard) in 1939 was 23.5 
cents p{'r pound (table 3) (26). The a\'crage margin for retailing was 
found to be 2-J..O pl'rc('l1t of th(: n·tail value, or 5.6 cents per pound (sec 
page 76). According to this lilt' \\'hol('~ale valUe:! of meat was 17.9 cents 
p(:r pound. The margin f()r wholesaling. which includcd outward trans­
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l>EReF-NT
PERCENT Iillffiilll@@ 

+ 24.0 Retail distribUtion •80 
5.8 Wholesale distribution+ 

14.9 Meat packing 
60. +.. 4.l Marketing livestock 

40 

+ 51.~ Return$ to producers 
20 

o 

FIGURE 4.-DlSTRInUTION OF CONSUMER'S DOLLAR FOR MEAT AND 
MEAT l'ROUUCTS, BASED ON MARKETING AND PROCESSING 
FUNCTIONS, 1939. 
The combln<:d margin (or wholesaling and retailing meat was equal to about 

30 pcrcellt of the retail value of the product. The margin for meat packing was 
about one-half as great. The (,ost of marketing livestock was sm ..l\I compared with 
the total. RetUrtl<; to producers of livestock was slightly more than one-half of 
the amount paid by consumers for m('at. 

portation, was 7.7 percent of the value at wholesale, or 1.4 cents per •
pound (see pa,ge 66). The value of the meat at the plant was therefore 
16.5 cents per pound. The margin for meat packing was found to be 
21.4 percent of the value at plant, or 3.5 cents per pound (see page 47). 
This indicates that on a retail value basis the market value of the live­
stock wa:. 13.0 cents per pound. The margin fpr livestock marketing, 
which included transportation, was 1.0 cent per pound (see page 19). 
In terms of the retail sales unit or composite average, the amount paid 
producers for livestock was cCjual to 12.0 cents pcr pound. 

T"nLE 3.-llfargills ill emls per poulld a1ld percelllagc of rdail value for markethr[J 
livestock, meal packillg, ~vllOlesaUlIg aud retailillg meat,·,. rllld retlmls to prodllcerJ 
(1f liveslock, ba..fl·d 0" rclail valu/! of al/ meats com{;iucd, 1939 

\'aille per Percentage o£Item pound retail vallie 

Cellis PtrCClI1 

\~jilue at rt!taH ••••• ~ •••••••••• " •••••••••••• , •••••••••••• ~3.5 100.0 

l\Iargiu for retailing i i • •• i ••••• "' •• '•••••• " ••• I ., •••••••••• 5.G 24.0 

~!ar"in for wholesaling •• , •••••••••••••••••••••••••••••••1 1.4 5.8 

Margin for r~cnt packing " •.••••••••••.••••••••••••••••••, 3.5 14.9 

Margin for hve'l(ock nHlrkeltng ....•• , ...••.•...•.. •... , .• 1.0 4.3 
Received by prodllcers for live'tock..•....•........•...••.• , 12.0 51.0 


,------------~~----~~---------

DISTRmUl'lQ:V OF MARGI::\' ON BASIS OF AGENCIES 

The distribution of the margin for meat and meat products was dif- <I 
ferent in some respects when based on the agencies involved than on 
the functions performed because some agencies performed more than 
one function. 
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• The proportion of the retail value of meat absorbed by the meat­
packing concerns was considerably greater than that which went as pay­
ment for slaughtering and processing, the most important other function 
heing the wholesale distl'ibution of the product. 'I'his included sales 
through the wholesale departments at the plants, through the packer­
owncd . branch houses, through wholesale offices where distribution was 
made by age,lts from rC£l'igerator cars, by car rOlltes, and by truck 
routes. In adnilion, some of the larger packing concerns operated con­
centration yards and buying stations where they procured livestock, but 
the volume of livestock bought at these markets is small in relation to 
the total volume handkd at all Ih'estock markets. 

It isestimatecl thal 19.7 percent of the total retail value of meat 
went to meat-packing concerns for performing the various func­
tion::; of 111arl:eLing, slaughtcring, and processing livestock and meat in 
1939 (fig. 5). This percentage i::; estil11ated to be made up as follows: 

PERCENTPtRCENT 

• 23.8 Retailers 

eo 
1.3 Wholesalers, nonpackert •

• 19.7 Meat-packing concerns 
60 • Livestock-marketing agencies, 

4.2 non packers 

40• • 51.0 Returns to producers 
20 

o BAE 45.699 

FlGURI, S.-DISTRIBUTION OF CONSUMER'S DOLLAR FOR 11EAT AND 
MEAT PRODUCTS, B,\SED ON )'IARKETlNG AND PROCESSING 
A(;ENC!ES, 1<)39. 
Tn nddition to slaughl(,l'ing and processing, meat-packing concerns perform most 

or the whoksaling fUlll'tion, clo a small amount of retailing, and operate a few 
livestock m:lrk(.'ts. The total returns to llle:lt.[mcking concerns ,vas ncarly one-fifth 
of the value of meat sold at retail. The proportion received by the independent 
(non-packer) wholesalers was ycry small. Returns to produccrs of Iivcstock were 
slightly lllure than ()nc-half the amount paid by conSUlllers for meat. 

~[cat packing, H.9 percent; wholesaling, 4.5 percent; rctailing, 0.2 
percent; and operating livestock markets~ 0.1 pL'reent. Thc retail meat 
dC'aler::;' sharc of the consumcr's dollar was 23.8 percent. Livestock mar­
keting agencies (non-packer) received +.2 percent of the amount paid 
by COI1SUIlwrS for meat that year_ The independent whblesalcl's' (nol1­
pucker) share' was only 1.3 percent of the total paid by consumers for 
meat. Returns to producers was 51.0 percent Df thc total rctail yalue. 

• 
:Meat packing and retail distribution of meat \\'('r(' integrated only to 

a limited exteut in 1939, but such integration apparently has been on the 
increase since then. The four lrll'gcst national packing concerns are pro­
hibited by the Packers' Consent Decree, in effect since 1920, from en­
gaging in meat retailing. A fcw of the other meat-packing concerns 
Opt'rate retail establishmcnts, either for meat alone or for meat and 
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groceries. During the war there was an increase in the meat packing'­
retailing combination on the part of several chain-food-letailing con­
cerns which had acquired meat-packing plants, primarily for the purpose 
of supplying their own stores with meat. In addition, a large number of 
individuals and concerns operating small plants, of which there were a 
total of ~bout 4AOO according to the War Food Administration, have 
sold n.eat at retail as well as at wholesn.le in recent years. 

CHANGE IN MARGIN WITH CHANGE IN PRICES 

For some functions of marketing the expenses per unit of product 
remain fairly constant irrespective of the price at which the product 
sells.. For others, expenses tend to chr.nge directly with the change in 
price, but th(: degree of change may be proportionately less. This is 
indicated by the data in table 4 which show the average values and mar­
gins for the period 1925-28, when livestock and meat prices were rela­
tively high, as well as the average values and margins for the period 
1931-34, when prices were relatively low (24). . 

The expense per hundredweight for marketing livestock was about 
the same whether prices were high or low, or whether the volume mar­
keted was small or large. This is because the fees and charges for the 
services performed at markets, and the rates charged for transporting 
the animals, are generally on a head or on a weight basis. 

TABLE 4.-Values mm IlIrargills for 1IIarkcti7lg. livestock, processing alld dis­
tributillg ?/leafs, based all rctail values of all meats combined, for the 4-year 
periods, 1925-28 alld 1931-34. 

Val ue per pound Percentage of retail value 
Item -I·year average 4.year average 4·year average 4·year average

1925-28 1931-34 1925-28 1931-34 

CeIIls CCIIIS Percellt Pcrcent 
Value at retail. ••.••.•.... 25.0 16.3 100.0 100.0
Margin for retailing function. 5.6 4.9 22.4 30.1
Value at wholesale •...•... 19.4 11.4 77.6 69.9 
Margin for wholesaling 

function •.•.••......•.• 1.1 1.0 4.4 6.1 
Value at plant ............ 18.3 10.4 73.2 63.8 

Margin for processing 

function ....•........•. 3.7 j.O 14.8 18.4 

.Market value of livestock •• 14.0 7.4 58.4 45.4 
Margin for livestock 

marketing function ..•.. .9 .9 3.6 5.5 
Received by producers ..•.. 13.7 6.5 54.8 39.9 

1 
Dased on Tobin and Greer (201, 1~/c 2, t . .l8). 

The margins for both processing and retail distribution of the prod­
uct, on the other hand, changed considerably with the change in prices. 
They tended to be high when prices were relatively high, and low when 
prices were relatively low. In the period 1925-28, when the average 
retail price of all meat was 25 cents per pound, the margin for process­
ing was 3.7 cents per pound. In the period 1931-34, when the average 
price at retail was 16.3 cents per pound, the processing margin was 3.0 
cents per pound (including a processing tax of 0.7 cent per pound paid 
on pork and lard) (24).5 

• This includes a processing tn" on pork nnd lard in 1934 of 2.8 cents per pound which will 
amount to an average of 0.7 cent per pound of pork and lard, or an average of 0.2 cent per 
pound for all meat during the ,j.year period, 1931-34. 

'. 

• 

• 

http:wholesn.le
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• 
For retail distributiol10£ meat, the margin in 1925-28 was 5.6 cents, 

and in 1931-34 was 4.9 cents. The margin per pound of meat fOf whole­
sale distribution changed little with the change in the value of meat, 
being 1.1 cents the first period and 1.0 cent the second period. 

As prices tend to be high when supplies are small, it is probable that 
the wide margins are influenced more by the small supplies than .by the 
high prices. When small supplies are handled in processing plants, in 
\vholesale establishments, and in retail stores that were designed and 
organized to handle larger supplies, the relatively fixed expenses have 
to be spread over the smaller volume, and this increases the cost per 
unit of output. \Vhen the VOIUrlle is small, also, the physical equipment 
and probably the labor are not fully utilized, so that the unit cost of 
their operations is increased. Other important factors affecting the 
processing and distribution margins are the scale of wages paid, effi­
ciency of labor, the extent to which products are processep before they 
are sold, and the nature and amount of services furnished by processors 
and distributors of meat. 

• 

Margllls for the various marketing functions and for processing, when 
expressed as percentages of the retail price of the product, tend to be 
high when the price is low, and low when the price is high. This results 
fr0111 the fact that the margin in cents per pound of a product either 
remains virtually unchanged, or changes less than the change in price 
of the product, so that when compared with low-price products the per­
centage margin is large and when compared with high-price products the 
percentage margin is small. In the study referred to above, the total mar­
gin for marketing and processing all meat combined averaged 45 percent 
of the retail value in the 4-year period 1925-28 when the average retail 
price of meat was 25.0 cents per pound. The total margin was 60 per­
cent of the retail price in the period 1931-34 when the average retail 
price of meat was 16.3 cents per pound (24). The share received by 
producers of livestock was 55 percent of the amount paid for meat by 
consumers in 1925-28, and only 40 percent in 1931-34. The wide per­
centage margin that tends to be maintained when prices are low may in 
part be due to a lag in the adjustments of marketing costs as prices 
decline. It is not improbable that the margin would narrow if low prices 
were continued over a protracted period. 

MARGIN NOT THE SAME FOR ALL. SPECIES 

• 

Margins for marketing and processing are not the same for meat from 
the different species of livestock (table 5) (24). Expressed in cents per 
pound 0 f meat solei at retail, the margin for marketing livestock was 
a~out the same for cattle (beef) and calves (veal), was slightly smaller 
for hogs (pork), but was approximately twice as great for sheep and 
lambs (mutton and lamb). Both marketing costs and transportation rates 
for sheep anel lambs are relatively high, on account of the light weight 
of the animals, which means light loads. Transportation is high also, 
because of the relatively long distance between the points of production 
and the places of consumption. 

The processing margins for beef anel veal were smaller than for pork. 
In the case of pork, such cuts as hams, shoulders, and bellies are mostly 
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cured and smoked, involving considerable processing expense. Much uf 
the bacon is sliced and packaged at the plant. Beef, on' the other hand, 
is usu<llly sold fresh, either as quarters or as carcasses, and only a sm;!!! 
quantity is processed. Most of the veal is sold as carcasscs with the skill 
on, and this keeps costs of dressing low. Only a small proportion of the 
veal is processed. Mutton and lamb are largely sold fresh, and in thl' 
form of carcasses or wholesale cuts. However, as the average 'weight of 
the individual sheep or lamb carcass is small, this accounts for relativdy 
high cost per pound for slaughtering and handling at the plant. 

TABLE 5.- Vailles and margills pcr pOlllld of meal sold at retail, by kil,ds, and by the 
4-ycaf avt'fage periods, 1925-28 a1ld 1931-3.11 

Item 
uc:-'i f.~{~··-I ~::l~r-- IVeal I Allm ats-

I I I 1 I' ,I
1925~2819.11-3~fIQ25-28,19.HJ.1 1925-28;1931-3.1 1925-281')31-3·11925-281931-:14 

~'!-;::;; (,'''1;'·-;:::;;· C,,,/s '-=-~I ('<Ills emls ~;;::: 
Value nt retail_._ 
~lnrKin for retail­

25,7 18.7 3J.O 21.0 2J.8 14.2 32.8 21.4 25.0 16,3 

ing function __ • 
Valuc at wholesale 

7,8 
17 8 

6,5 
12.2 

12.3 
20.1 

8.') 
12 .1 

3.6 
20.2 

.1,5 
10.7 

i.4 
25·1 

7.0 
14..1 

5.6 
19.4 

49 
11.·1 

Margin for whole· 
saling function_ 

Value at plant. __ 
Mnrgln f(lr proc· 

eSSlUI: function 
Markel valne of 

Iiv~stock••• __ _ 

1.2 
16.7 

2.9 

13.8 

I I 
ILl 

2.6 

8,5 

1.2 
19.5 

2.2 

11.3 

1.0 
11.0 

1,8 

9,2 

1.0 
19,2 

~.3 

14.9 

,9 
9.8 

'3.5 

6.3 

I 1 
2·1.3 

4.4 

19.8 

1.0 
13.4 

2.6 

10.8 

1.1 
18.3 

3.7 

14.6 

1.0 
10.4 

'3,0 

7,4 
Margin for livc· 

stock market· 
ing functIon ... 

F:LrJU valUe of
Iiyestock_____ • 

.9 

12.9 

.9 

i ,6 

.9 

16..1 

.9 

8.3 

.9 

14.0 

.8 

5.51 

1.6 

18.2 

.9 

13.7 

.9 

6.5 

I E,JilJle p":'tlncts onh': 0'1('9 nut include iucome frum the sale of inedible byproducts. but the valucg 
sho\,,In for IiVI:SLock nrc arnuuJ]t~ proportionate to the values of th~ edible Ilroduct. 

2 Includes prQct:ssing taxes on P Jrk and lard, amounting to 2 ~8 c(!nts per pouno for 193·l, or an average 
of 7 c,:nts for the ·I,y,·ar period 19) I·J·I• 

• The processing tme on pork and lard will e<tual an average of 0.2 cents on allmeut. for the 4-ycar 
period.

Uascd on Tobin and Greer (.N. pp. 10-27). 

\Vholesaling expenses were faiily uniform for meat of the different 
!,p~·cies. It was highest for pork because sales of pork arc usually made 
as wholesale cuts instead of carcasses and quarters. 

.. The cost per pound of relailing bed, and muttoH and lamb, was about 
twice as high as for pork. The cost of retailing \"cal \\'<1" still higher. 
For hed, Yeal, mutton and iamh con:;iderable labor is nxp,lired by the 
retailers in cutting and preparing steaks ami roasts, and for grinding 
somc of the bed cuts into hamburger. Cured pork to some extent is 
sold to COnSUlllcrs in whoiL'sale cuts. Slic('d bacon and carton brei pac)(­
aged at the slaughtering plant require relatively little labor in h:l11dling 
at the retail stan:. ~[(lre and better refrigeration also are needed for the 
fresh than for the cured proclucts. 

In a study made by the Federal Trade Commission for 1935, the re­
lationships between thc margins for marketing and processing beef, Yeal, 
and pork agreed fairly well with those shown in the study by Tobin and 
(~r~'('r (tabk 3) for some of the functions, but differed considerably for 
others (table 6) (35). As the data apply to differcnt years it is not ))oS­

• 

• 


• 

http:1931-3.11
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• sible to make direct comp<lrison between the. findings in these sttldies, 
but it appears that the wholesale margins for beef and pork in the Com­
mission .$tudy are unusually high. The margin for yeal is about the same 
in the two studies. 

TAIILE 6,-Value and margins. fer 100 pounds 0/ edible ~neat prodtiCls of difJerml 
. kinds, 1935 

, No~ given Oil nccouM of "PIi;Jr~"l d'··l'llnly b"lwe~n tbe dala useJ. Dased on United Statts 
Federal Trade Commission (35, pp. U5-116), 

, ITEMS OF COloT CQ;\IPRISING. l\1ARCIN 

• 

• 
'. 

In 1939, payment for salaries and wages for performing all of the 
variolls functions of marketing livestock and meat, and for slaughtering 
and processing, amounted to 26,0 percent of the retail value of meat6 

(fig, 6), Transportation was equal to 5.5 percent of the retail value of 
meat, of which 2,6 percent was for transporting livestock and 2.9 per­
cent for transporting meat. All other expenses such as supplies, con­
tainers, taxes, depreciation, interest, etc., and profits were 17.5 percent 
of the retail \'alue of the product. As pointed out earlier, the amount paid 
for livestock was equal to 51 percent of the total retail value of meat. 

The transportation expense was equal to $t62 per hundredweight of 
meat sold at retail. Transportation of livestock was $0.61 per hundred­
weight on retail basis (equal to $0.35 per hundredweight live weight 
basis), and transportation () f whotcsale meat $1.01 per hundredweight 
retail basis (equal to $0.91 per hundredweight wholesale basis). 

Of the lotal operating expenses for performing the various marketing 
and processing functions for li\'cstock and meats in 1939, payments for 
salaries and wages were equal to 53 percent. Transportation amounted 
to 11 percent, and all other operating expenses and profits combined 
amounted to 36 perccnt. The proportion of the opet:ating expenses paid 
out for salaries and wages was not the same for performing the differ­
en t f tlnctions, For marketing li\'estock (exclusiYc of transportation), 
49 percent of the operating expenses was paid labor. For meat packing, 
~alary and wage payments amounted to 51 percent of the total operating 
expenses, for wholesaling 52 percent (exclusive of transportation), and 
for retailing 58 percent. 

. • Thj~ i'l ~onfined td !i~larie. ane! wages paid directly by the marketing and processing agencies. 
It rlo~s llot indude s:llaries- and wIIges paid lor production of the. livestock, supplies, equiPllIent 
anti lIlah'riats Ilsed, or for \r.!I"I'()rtll\~ Itvestock and me:lt. 

721468-47-3 
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~ERC£NT 

eo ~l\ljlllj!~.l!jljlj.:illlj\l~ + 26.0 S~'aries and wages· • 
+ 5.5 Transportation 

60 ... t 7.5 Other A 

40 

... 51.0 Paid for livestock 
20 

o 

• UCLUSIVt Of SALAlfln AlltJ WAOU PAID IOIf rRAN$I'OItTlNO L1VlsroCK AND Ul.4t 
• J_CLUPI3 JU'''''~s. cOIIr,u/llu$. TAZI,J. D""CJAr/Oll..lllfl•.{Sr.(l~AND ,,,onr 

SA£ 45.700 

FIGURE 6.-DISTRIBUTION OF CONSUMER'S DOLLAR :fOR MEAT AND 
MEAT PROOUCTS, BY COST ITEMS, 1939 

Payment for salaries and wages for marketing and processing livestock and 
meat was equal to more than one-fourth of '.he amount paid by consumers for • 
meat, or more th,m one-half of all marketing and processing expenses. The cost 
of transporting livestock and meat was slightly in excess of 5 percent of the retail 
value of meat. All other expenses and profits in connection with marketing and 
processing was 17,5 percent of' the retail value of meat. Returns to producers of 
livestock \Vas slightly more than one-half the amount paid by consumers for meat. 

MARGIN AND COSTS FOR MARKETING LIVESTOCK 

The share of the consumer's dollar for meat that goes as payment for 
m~rketing livestock varies with the channels of marketing and with the 
markets used. Expenses at some markets are considerably higher than 
at others, depending largely on the services rendered. A producer who 
sells his own livestock at a packing plant where it is slaughtered, and 
who furnishes his own transportation, makes no payment to others for 
performing the marketing senrices. If sale is made at a public market, 
fees and charges are paid for yardage, commission for selling, and prob­
ably for feed. If a hired trucker calls for the livestock at the farm and 
delivers it to market, or to a local loading point from where it is shipped 
by rail, transportation is paid for. In many cases, markets are used where 
some services are delegated and paid for, and some arc performed b)' 
the producer of livestock. 

Several factors are taken into consideration by producers when choos­
ing markets at which to sell. If the choice is based on e..'-i:pected net re­
turns from selling at alternative markets, the factors generally taken 
into account are: The price recei\'ed for the animals per hundredweight, • 
~elling and handling expenses at the market, cost of transportation, and 
estimated shrinkage and death losses up to the time of sale. But factors 
other than estimated net returns sometimes may influence the seller of 



------------------

lLUlKETING lfARGL'iS AND COSTS FOR 'LIVESTOCK AND MEAT 19 

• 

livestock, such as prejudice in favor of one type of market and against 


another, being assured a certain price before the animals leave the farm 


instead of taking risk of possible price changes, convenience, and custom. 


AVERiLGE COST OF MARKETING LIVESTOCK 

The average margin or cost of marketing the livestock sold in 1939 

is estimated to have been $0.57 per hundredweight alive, which is equal 

lo $1.02 per hundredweight of meat sold at retail (table 7). Of the cost 

on retail-meat basis, $0.41 per hundredweight was expenses for selling. 

and handling livestock at markets, and $0.61 per hUlldredweight for 

transportation. The expenses applied to the livestock sold at all types 

of markets. For the livestock that moved through more than one market, 

the expenses involved at each of the various markets used were included. 

An estimated marketing expense was also added for the livestock that 

passed lhroll~h more than one market of the same type. For sales made 

• 


direct to packers no allowance was made to compensate the farmer for 


the lime he clc\·oted to markcting. The expenses of marketing stocker 


and feeder animals that mO\'cd direct from the range or farm to a feed­


lot or to some other farm wCre estimated in the same way as for slaugh­


ter livestock. Losses resulting from shrinkage of tissue, and from bruis­


ing, death, and crippling of animals in transit or during other stages of 


marketing were not included. 


TABLl! 7.-j\[lIrkrti/lg a/ld transportation expenses for livestoele 

per /!Il11dredu.'eigirt, 19391 

----~.-

Cattle Calv,,! Hogs Sh""!>llnd lambs All livestock 

Meat11rat ~tL-nt Me'lt Meat 
sold at sold nt l...ive sold at Live sold at Live sold at 

wdgh~ rrtail weight n-t"il weight retail 
weight

Item Live Live 
weight rt'tnil welgbt retail 

weight weight weight weicht 

Dollars Dollars Dollars Dollars Doll,ITS Dollars Dollars Dollars Dollars Dollars 

0.27 0.60 0.22 0.41
t"tin..:........... __ 0.20 0.43 0.24 0.52 0.19 0.28 

,U ,,15 ~42 .90 ,35 .61
TranSDllrt,ltlon •• .33 .70 AS .61

------ IXII~--7-2~~~~
~:::_::_'::.2_~~~_.~.

I t"N"'}~ r","lting front shrinkilge of tissue. hruising, .ltvdtlt. and criDDling or animals are not included 

in lhe t.,.t ..f ntMkcling Iivesluck. 

• 

For all lin':;lock sold in 1939, the average cost of marketing per 

hundredweight alive, including transportation, was 53 cents for cattle, 

69 cents far cain's, 52 cents for hogs, and 70 cents for sheep and lambs. 

Expressed in terms of 100 pounds of meat sold at retail, the cost of 

markding averaged $1.13 for callie and calves, $0.72 £orhogs, and $1.50 

for sheep and lambs. 
The cost of marketing livestock depended both on the type of market 

used and on the distance transported (table 8). Marketing expenses 

were naturally increased for the livestock that passed through more than 

one market between the farm and final destination. On the other hand, 

for the li,'cstock marketed by farmers direct to packers, or to others as 

in thc case of feeder animals or breeding stock, no costs were included 
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TADLE B.-Expenses per 100 pounds of marketing livestock at various types of markets, 19391 ~ 
j! CalUe Cal,''''' lIogs Sheep and lambs All livestock combIned ~ 

1­

R..,t. pt'T Rate pt'T Rate per Rate p<!r Rate per ~ 
:Marhts and aKende~ 100 pounds 100 pounds 100 pounds 100 pounds 100 pound.I 

IPro· Pro- Pro- Pro- Pro­
p,rtioll portion portion portionportion

mark(.t('-d'! Live 
I

Sold at marketed' I.j"e ISold ,at markded' Lh·c Sold at marketed' Lh'c Sold at marketed 'I Live ISold at 
,wdght retail' weight retail' weight retaU' weight retail' weight retail' 

Perce"t Dollars Dol/ars PUlent Dollars Dollars Patent Dollars .Dollars I~ucent Dol/ars Dallars Pal'''' Dallars Dallau z 
?

Oc-alers........... , •• 10 0.15 0.32 20 0.15 0.32 16 0.15 0.21 13 0.15 0.32 19 0.15 0,28 
Local cooJ1<'rative aSM>­

ciatiolltot" ~ " __ ~~Y 4 .15 .32 4 .15 .32 15 .15 .21 4 .15 .32 8 .15 .24 is"",. ... 

COtll"'lItratiun yards._. S .11 .24 5 .11 .24 16 .11 .16 8 .11 .2" 10 .11 .19 
Auctions•••. _••••••••• 13 .22 .48 13 .26 .56 7 .22 .31 11 .31 .67 11 .22 .46 ~ 
PubliC IIl"rk,·ts, ..... ' . 53 .20 .43 43 .J4 .13 H .24 .34 51 .39 .8' 52 .23 .45 ~ 
Oin·~t tl) pack~rs and 

(llhers••••••••••• , •• 23 ............_.... ..... - ...... >- ... - 23 ..............-- ... - .. _...... 25 ... .. ~ .......-- ..-.... --_ .. 24 ----_ .. _.. ---_ .. _-- 24 ----.......- -_ ...,­
\V(·tghted ,wera!!" .. c......._. .18 .19 .22 .48 .. - ................. .18 25 .. _--..,.- ......... .21 .58 --_ .. _-- .. - .20 .38 ~ 
Adjusted :n:l·ragt:·_f_ .. _______ •20 .-13 ::::::::: .24 .52 ... - .. __ .. - ..... .19 .27 -_..... ----- .28 .60 ,.. .. _-- ... -..... .22 0·11 
1·r~n$[lor!.utiOIl .. ,._ .. t..... ------- .33 __.7.~.J ..------ .45 .61 ....................... .33 .45 ...- .. ----_... .42 .90 ------_.... .35 .61 Q 

~ 
Total.........._j_........ .53 j 1,.13 r...--... •

69 1 1.13 _.. _- ... ---- .52 on 1'__ ._____ 1 .70 I 1.50 .... - ........... -- .57 1.02 > 

~. 

I ,Losses nsulting from shrinkage of tissue. Lruisin~. death. and crippling of animals in transit or at markets may logically he considered marketing cosl. but owing to lack of ~ 
adeCluate tlata th~}' ~re not So considl'rctl in this study ill ddermining cost of marketing liVestock c:= 

, I'ro\lortion~ markeli'd by farnlt-rsill.the Corn Uelt in 19-10. Total percentage exceeds 100 bet-ausc some Iiyestock was sold throullh more than one type of market. ., 
, E"pellsc. Jl~r 100 Jl.ollnds of meat s(ltd nt retail was derived from .the ('''pensl's per 100 pounds Jive animal. The number of pound. of meat sold at retail per 100 pounds Jive ~. 

weight. IISt'd tis conversion factors. were: Cattle, cah·es. and shN'p and lambs. 46.3 poundsj and hogs, 10.9 pound•• 
I,\tljllstctl to al!ow [\Iran estimated dUI)lication In marketing at markets of same type. 

• 
 • ., 
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• because: payments were not madc for these services. About one-fourth 
of the li,'csfock marketed that year moved direct and th(~refore did not 
pasS through any market. As transportation is an it11p'ortaut function 
ill markNing, it:; cost has been included for ull of the livestock sold, 
irr.especli,'c of the market outlet used. 

The data for proportions of the different species of lh'cstock that 
U1ov~'d through ('ach tYPi! of market in the Corn Belt in 19-10 were used 
in dcttnnining tilt: average co:.t of marketing, as corresponding in forma­
tion IS not a\tlilahle for the couniry a~ a whc.dc. The a\'Critge cost per 
hundredweight for marketing (L·xclusin· of transportation) was deter­
mined by weighting the cost at (';It'h tyPt~ of market by the proportion 
that mowd through market:; of thnt typ", But this dhl not take into 
aCC()llnt duplication of salt·s of animals lll()V ill !?:,. tlU'lItlgh mOre than one 
market of the same typ~', In tht' ,1!JscnC(! of siwrific information on 
market duplication) eSlimated aclju:.tmcnt$ were m.tde in the weighfed­

• 

Each dol repnu.nl3 
OD~ dealer 

• 
FICURE 7.-LOCATL0); OF LlYE~TOCK ]IL\LERS IX 1·\ STATES IN 

THE CORX BELT H.t~{~ItlX, 11).11 
A large [lnrtinll of the de~lers O!1l'r;i!I"! Ill' ·,.r!rtlrk.; and a<;~emblt:d livestock 

from farm~< Scml' maiuwiu{'t1 )anl~ at hi,,,.1 ~hlll·m~ Iloin~" to which tbe liycstock 
\\ ;1" Ileli\"l'red by fartner-,

Data ada[lteu from reports of Cllrtl Belt LiVI'"luck )rarketing Rese:m:h Com­
mittee. 
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average prices. The average cost of marketing caUle and calves per 
hundredweight alive was increasecl uy 2 cents, and hogs, and sheep and • 
lambs by 1 cent. Cuttle and calves are being tradecl in by speculators to 
it greater t'xtent than hogs, <\I1el sheep and lalllbs, which accounts for the 
greater market duplication. . 

COST 01-' l\1AItKETlNC LIVBSTOCK AT DIFFEItB~T TYPES OF MARKETS 

The margins and costs of 'selling Ih'cstock at Or through clifft'rcnt 
types o( mark~·t,S in (}nk'r to Ill' fully significant need to be relatt,:d to 
the services perfonIll'd al tht' markets. Sonw lvpes of markds an' pri· 
marily for local ass\'mbly, SOIl1t,: arc inlcrlllcdiate orcolJcentrntion mar­
kets, anti oliwr" an' terminal I\Ki.rkcts....\ t ~Onlc markets, Ih e::;tock is 

.' 

~ .... -} 
'.. 

, . 

., 
 ... •,. '* • 

.. . .. 
• I 

.' 

~ . . . . . ' 
-' , 

.: : :;.: ,:••:;). '~.~~ ;: .: :;;; '.:' • 0. 

---'-.~- '. :.,. -;. " . 
~".; ,~~ ~'~'/ ...;.: .;, :t-----''-'--.-a'''''oncontratiOn yard, ~ .4.uclion:t 

.' • ~. • Pac:k;ns pJanu oTcrm/naJ • 
.... " • ..~ "; Locil cooperative .:t$.s~eiatlQnst 

FIGUR/; 8.-.LOC\TmX (l[o' 1.0('.\[. l'(l(ll'j,./{.\) rYE ASSOCIAT[OXS, 
CONCENT]{,\TJOX YARDS, .\l.'CTI()X~. TER~lII\AL PC'Bl,IC ~lAR­
KETS. :\XT> P'\{'KTXG PL\NTS. IX 11 ST\TES IN THE CORN BELT 
REGlON, !9.11 
A I:1rge proportion of the {arm!'r, in the r('ginn were 50 situated that they 

muld sell Iiveswtk to one of several marKe!-. il1('\l1!lil1~ markt;'h of different types, •as .:;hown in figurl'S 7 ;1Or! 8. 
Data adaptcc! front reports of Corn Belt I.ives(o('k :-'larkc:ting l~c"earch Com­

miW'l' 
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bought outright. At others, services are provided to care for and to sell 
the livestock for which the owners pay fees and commissions. 

An indication of the Iltullber of markets available for handling live­
stock may hI:: had f"ol11 a comprehensi\'c study made in the Corn Belt 
region .in HJ.JO (0). III the 14 States included in th:lt study, were 12,2% 
livestock deal\.'r:> or truck buyers efig. 7), 998 local cooperative asso­
ciations, 319 conc(~nl('ation yards or local markets, 1,077 auctions or sale 
barns, 26 terminal public markets, and 589 packing plants, of which 273 
were local("(\ at the terminal public markets and 316 at interior points 
(fIg. 8). Opernting til Ihl:: terminal public markets w('re 1,387 commis­
sion men, order btl),ers, ami dealers. The 2,916 retail meat dealers ill 
the region did some slatlghlcring. 

• 

Inrormation on the number of markets of different types located in 
lht' Stat('s outside the Corn Belt is considel'ably less complete. A study 
by Lhl' Bureau of Agricultural Economics sh{)\\'l'd that in 1937 about 
300 allctions wcn' located outside this region. This number probably had 
incJ"('a.,t:cI to bd\w<:n ·WO and 500 by IY·n, bringing th(: total for th~ 
l'nlil'c country to 1,400 or 1,500 uuctions. Local c()opcratin: associations 
Illlbi<ie the Corn Belt probably number less than 150. Both the number 
of concentration yards or .Iocal markets, and (he number of terminal 
pulllic mnrkcts nrc small. Livestock dealers apparently are numerous in 
al\ parts of the country but reliable information of the number is not 
ayailabfc . 

COSTS AND SI-:UVICI;S "'r LOCAL ASSEI\IBLY 1\tAUKETS 

Local cooperati\"c assoelations and lin-stock dealers perform primarily 
the fUl1l'tior\ of Icwal assembly, hut thl!ir methods of op('ration differ. 
C()()P~·I·itth'l' n~~()citlli(ms hand II! Ih'cstock for their members, but they do 
not all l>l'rlorm llw :-anw services. Sonte associatil"ll1s sell jivestock at 
markets 01' at paddng plants. whl're\'{'r the highest net return is expected. 
(Hlwrs sdl -nl/ of the li\'(~stock to the :;tUlle buyer. Local dealers buy 
li,e;lock outright. Both local cooperative associations and dealers may 
lnilinl.dn thei r own yards and other market facilities to which the livc­
.,tock is (/(0Iiw\'{'d , they rnay use railroad yards, or they may operate 
motortrucks ;tnt! lakl' dl'liwry of the !iw:;tock at the farm. 

The .,al(· of li\'t'~l(Jck in small lots by farmers is relatively common, 
;lIld a. ~jgJ1ifkant function of local assembly markets is to consolidate 
t!Jesl' lot" into trnck loads or carloads. In the Corn Bdt in 19-10, 6 per­
l'l'nl of til(' cntllewas sold as singh". animal:;, and about one-fifth of the 
number was ~(Jld in lots of 1, 2, or 3 head (6). With calves, 43 percent 
\Vas .sold as singk Hni111:1ls. ami 87 percent in lots of from 1 to 3 head 
l'al.'h. Sales in lot-; of from 1 to ]0 lwtld comprised about 22 percent of 
tht, hog... , and 11 {Wrct'IH of the sheep and lambs. 

• 
Tlw as<;emhly of Ih'estock at local yards has been reduced by both 

dl'ah'rs and lot'al ~'o()perath'c associatiollS in recent years. A large pro­
portion of the local dealers now op<:ra.(' motortrucks and pick up at 
farms much of the livestock they buy irom farmers. Of the livestock 
whkh d('alers obtnim·d from farm{'r~ in the Corn Belt region in 1940, 
23 perl'('nt of the cattle, 32 perct'lll of thl' cnl,\':\, 42 percent of the hogs, 
ami 35 p('rc('nt of the sheep ami ):II11h$ wC're delh'en·<J (0 their place of 

http:lnilinl.dn
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business by farmers or by custom truckers. The rest were picked up at 
farms by dealers who operated motortrucks. 

The volume of livestock handled by local cooperative associations is 
relatively :.mall, being only 4- percent of the cattle and calves, 5 pcrcent 
of the hogs, and -+ perccnt of the sheep and lambs soltl by farmers in 
the Corn Ddt in lY..W. 0 f the livestock handled by associations in this 
region in 1940, the volume deli\'cred to their yards by fanners or custom 
lruckl'rs, and that picked up at farms in association trucks and clt:li\'ercd 
LO their yards, cOl11prbed 68 pt'rcent of the cattle, 73 pcrcent of the 
calves, 71 r)(;'rc~'nt of the hogs, and 66 percent of the shcep and lambs. 
The rest were deli\'l~red directly from the farm to the buyer without 
being assembled locally, 

III formatioll Oil the cost of as~el11bling livestock locally is meager. An 
examination of annual reports of several local cooperative associations 
indicates that their cost was lIiJout 15 cents per hundredweight ill 1939. 
This cost was higher than that :;,hown by studies during the period 1915 
to 19.33 which averagt'd from 8 cents to 10 cents per hllndr<'dweight 
(25). The COlit of handling livestock by dealers is not m'ailablc and is 
therefore ass\;.ned to be about the same as for local coojll.:rali\'c asso~ 
ciations. 

COSTS AND SEIIVlCRS AT CO;-;CENTRATION Y;\1105 

Concentration yards arc pri\'ate stockyards where livestock is as­
Jiembll·d in reilltively large numbers fur reshipment. ~rost of the yards 
'In: owned by the largl'r packing concerns which usc them for concen­
trating livestock fot' shipment to their plants locat('d elsewhere, Some 
arc prh'utdy owned, and a iew arc operated by cooperath'e associations 
alld hy railroads. At both the packer-owned and at the prh'alcly-olVl1ed 
yards, the livestock is purchased outright. The cooperative concentration 
yards eHill:r sell the livestock direct to packers or consign it to public 
111a rkl'lS. 

Although concentration yards were established primarily for the rail 
shipnwnl of hogs, they now handle other species of livestock as well 
(8). Yards were usually locatl,d in areas of large hog production, and 
at points ha\'ing adequatl' railroad facilities. Many of the yards were 
built In" railroads, hut thl'\' hatl' since bl'en sold or leased Lo those who 
ope raIL: thelll. Jlogs originating ,It other points on the railroad were 
shipPl'd to COllc(!tltratiOI1 yards, and W(,l"l' unloaded, sortcd, weighed, 
doubk·dl'ck('d, l1lixl'!I, and forwarded on the original billing to destina­
tion. In this war. :;hippers Wt're ;11>1(, to take a<i\'anlage of lower through 
rates. Th t, through-rate prh'ik'gl' has Ix'come of minor importance more 
recl'ntlr [)(.'l'[Iu::.e 1l1uch 0 [ the livestock is now received at these yards 
by motortruck, 

The C()'it of operating concentration yards is estimated to have been 
lIbout 11 (,l'n!" pt·r hundredwl'ight in 1939. This estimate is arriycd at 
by making adjuslllll'nts in the cost of opcrntion during the period 1931­
13, as ;'lwwll by a stud)' made by the Bureau of Agricultural Economics 
(25). The average operating cost in 1931 for 13 concentration yards 
WaS 8.7 Ct'nb per 100 pounds live weight. In 1932, for 20 yard:;, it was 
8.6 ('('Ills per 100 pounds, and in 1933, for 22 yards,it \\'a~ 6.3 cents. 

• 

• 

• 
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• These costs did not include transportation of the hogs to the concentra­
tion yards or from the yards to the packing plants; losses sustained of 
dead nnd crippled bogs; shrinkage; and driving, yarding, and bandling 
the livestock at destination. This was a period of depression when some 
operating C05ts, especially those for Jabor, were relatively low. In 1939, 
a larger proportion of livestock was transported by motortruck as com­
pared with rail than during the earlier period, and this probably in­
creased operating costs becattse many of the lots receiYl:cl were small. 

Considerable variation was fOllnd in the cost of operating different 
COI1Cenlmtloll yards during the same year. In 1931, the cost per hun­
dredweight fOl' individual yards \'aried from 5,4 to 14.5 cents. Com­
parable variation:> were fOllnd for 1932 and 1933. The variations were 
influenct'cl by the volume of business, wagt's, salaries, feed, and other 
itt'l1ls of cost. The lowt'r costs recorded in 1933 as compared with the 
otiwr 2 Y('ars is accounted for by lhe larger volume of hogs handled at 
~(lme of the yards, and by a gl'lwral reduction in operating expenscs. 

The cost of opcrating concentration yards per hundredweight de­
cJ'cai'ed :IS the volume of hogs handled incrcascd (tnble 9) . .As some 
(}\'C'rlwtul costs Werc r~'lati\'e1y fixed for a giv('n yard, irrespective of the 
volume' handled, increasing the Y()lum~ of hogs reduced the overhead 
pCI' hog or per hundredweight. 

T.\1I1 f; Q.--.'!t'.:fllgC' cosl of OP"r<l1l'1I9 ,'oll('C'lIlralitm j'lzrt{S, dllss,"jil'd by Z'O"IIII'~ of 
hllgs IWlldl"d, 1931-33• ~ -"1:~~0~~~1 I to5P6~~(I(Joc 1-"I~o:goo-~-I k,s per year h""d )lcr year I had yer year 

--.-_'c"_' .-.. ! i~ w_• .•- -­
('rut.r pet IIrad trills rer Ilrad ' Cruls per I,rod 

I'lH 29.0 19.8; 17.6 
l'll.! 30.0 '22.1 I 14.9 
PHJ 17.1 15.3 I 13.9 

t:nitt·iJ St:ltes Ilure.'11 or Agncultural I:conomics (25, lable 41, p. 189). 

COSTS A~U SEltnCES AT At.:'CTIO:\'S 

• 

. \uction,; arc piact's where livestock is asst'11lbl('d at regular intervals 
tlntl sold by the auction lt1ethod to the highest bidder. The auction com­
pall)' furnislws the sCf\'ic<:s of an auctionccr who docs the selling, and 
cares for and shellers the animals. )'1(1n), auctiolls sen"c mainly as clear­
ing hOl1s('s for locally produced animals that arc bought for purposes 
other than illl1l1edinte slaughter. Some, ho\\,e\'('r, handle substantial vol­
\lines of slaughter livestock, and others arc important markds for feeder 
cattle and fced<:r lamos. The consignor pays aft,c or cOl11mission to the 
auction company which generally covers all of the st'rvices of selling 
and handling the H\'(:stock, and yardage. At some auctions a separatc 
(>hargeis made for yardage. Feeding is customarily confined to livestock 
I'l'c('ived before the day of sale. When feed is used it ;5 paid for oy the 
consignor . 

At most auctions, the individual consignor's animals arc generally sold 
..,eparately; sales in small lots, thereforc, are com1l10n. A"I: auctions where 
largl' \olumes of lamos, \"('al calves, and slaughtt'r hugs arc sold, the 
unilll,lb arc onlillarily sorted into lots 0 f uni fonn grade and weight, 

721468-47-4 
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usually equal to a deck on a raiiroad stock car. Packers always buy at 
the!>e auctions, and they also buy at some auctions where: sales are made • 
by single animals 01.' by small lots. 

The average expense for selling livestock per hundredweight at auc­
tions in 1939 is estimated 011 the basis of studies of auction marketing 
to have been 22 cents for cattle, 26 cents for calves, 22 cents for hog~ 
and 31 cents for sheep and lambs (10, 20, 23). This covered the ex· 
penses at the markets but did not include trnn"pvrtation to or from the 
auctions. The rates charged £01' selling ancl thc method of computing 
charges vary among auctions. Somc operators base charges on a per· 
centage of gross sales, somc charge on a per-head basis, and some use 
i1. comhination of these methods. 

Charging a pen:cntage of gross sales was the basis used at 44 of the 
48 auctions studied in Iowa in 1937 (23), and at 31 of the 36 auctions 
studied in Minnesota in 1939 (.10). At the other auctions included in 
these studies stipulated amounts per heacl were charged. The Farm 
Credit Administration cooperating with 14 agricultural experiment sta­
tions in a study of 176 auctions localed in differcnt parts of the country 
in 1937 founclthat charges based on percentage of gross sales were made 
at 51 perccnt of the auctions, on a per-head basis at 44 percent, and on 
a combination of thel'C' methods at the other 5 l)ercent of the auctions 
(20). ;\t some auctions, the charges were ,the same, irrcspective of the 
volume of livestock furnished by a consignor. In other cases, the rates 
were reduced as the gross value, or the number of head, increased. • 

The most common rate of commission based 011 the gross value of the 
livestock was 3 percent, but rates varied ,Ill1ong auctions from 20 per­
c('nt to 5 percent. The most common rate per head for cattle was !ili1, 
but ranged hom about :;0 cents to $1.25. The most customary charge 
per head for calves was 50 cents per head, with a range of from 30 cents 
to $1, and the most common charge per head for pigs was 25 cents, for 
hogs 50 cents, and for sheep 2S cents: If livestock was fed at the auction, 
the consignor paid for the feed. In Stales where it wns required that 
qualified wterinarians inspect the animals for disease before they were 
sold, charges of a few cents per head were macle to cover this expense. 
l\riscellancotls charges for insurance, vaccination of hogs, and dipping 
of sheep were made at many of the auctions, if such services were ren­
dered, but fees were small. 

COSTS AND SEUVICES A'r TEUMINAL PUBLIC MAUKETS 

Livestock sold at terminal public markets is generally consigned to 
commission agencies that do the selling, receive payment from the buyers, 
and remit to the owners of the livestock after deducting for marketing 
expenses and transportation. A commission is paid for this work. The 
stockyards company undertakes to yard, feed, ancl care for the animals, 
and deliver them to the buyer, and for this the consignor pays a fee. 
Feeding .is common, and lhc shipper pays for the feed. In addition, small • 
charges arc made for such miscellaneous services as inspection, insur­
ance, and switchIng fees for rail shipments. 

Commission rates arc on a pcr~head basis, ancl vary with the size of 
the consignment, being higher pel' head for small lots than for Iarge'r 
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lots. Yardage charges often are highe1'for livestock received by motor­
truck than by rail. Feed cos~ varies among markets. The cost of feeding 
vades amoJ1g cOllsign!lJcnts at thc same market because the quantity of 
feed onlered differs. Sorne livcstoc\" is sold without being fed. 

'1'he average expenses per hundredweight for marketing livestock at 
public mad,l!lS in 1939, baselt on earlier studies, were estimated to have 
been 20 cents fat' cattle, 3+ cents for calves, 24 cents for hogs, and 39 
cents for shec(J Hnd ltlmbs (13, J5, 23, 25). In the case of cattle, the 
expenses for commission :md yardage average about 15 cents pel' hUl1­
dredweight, Lhe cost of feed .~ to 5 cents, and miscellaneous charges 1 
cent or iL'ss. The l'l'latiollships of these costs are fairly comparable for 
lhe Olit!.'r ::;pl'cie::; of livestock. The: costs estimated for 1939 were higher 
than thos(,: "('[lurled in some of lhe earlier studies as adjustments were 
made 10 lake account of a general advance in some of the cost factors. 

The llverage cost pet' hundredweight of marketing hogs at the Omaha 
terminal public market £01' the pcdocl 1930-35 shows the relative im­
portance of the diffcn'nt expen:;e item8 involved (lable 10) (15). There 
was nil il1t'l"l'USe in commis:;iun charges dtlring the period, and this was 
U880ciatcIl with lhe increase in the use of motortrucks, according to the 
report. LiVl'S(ock deliv('l'('d by motortnlck is in smaller lots, 011 an aver­
age, thaI! those dclhrer('d by mil, and this involves higher commissions 
pct' hundredweight. The cost of feed often varies from one period to 
another. 

TADLf! lO,-Avcragl: cost PCI' Irwu/redwciulri of marketil/g NcbralJra hogs through 
lira O/llalla fcrlllillal public warhel, 1930-35

----,----'--"'-----'---' _'~-.---'.---,-------

Year ('olllll\b~l'lII' Yardage ! F~l'd lin , Inspectionl' Insurllncc Other . Total 
: ynn 

""._- -CC';I;- - --C~;~;- II--Cc-;;-" Cellls Cc,,~"C;;;Z;- C;',;; 
(1)30 9.3 5.0 5.6 0.1 0.7 0.4 21 
19J1 9,3 S.I 4.3 .2 .7 .5 20 
193! 10.2 5.5 3.0 .2 .6 .4 20 
I'JJ.l LO.o. 5.4 2.2 .2 .5 .3 19 
I~J4 ....... 12.0 ~.9 3.1 .3 1,0 .3 23 
J'IJS ....... t----LJ~~ ___ ..::? _ .....:':3,___.3_ 1.1 .3 24 

AV(~r~ge. \0.1 S.3 .\.2 .2 .7 .4 21 
>-, ,,~'". -~ -..,"'"'-.....--~... 

1.i1l11bre~ht :lnd Garc)' (IS, ruble 5, p. 10). 

1\ Cotllpnrision of the cost of selling hogs in large lots (10 head and 
over) with the cost of selling ill smull lots (1 to 9 head) was made at 
the Cincinnati market fur 1939 (table 11) (13). Exclusive of the cost 
of feed, the selling cxpcl1~e for the kll'ge lots was 22.4 cents per htln~ 
dl'cdweight, and for small lots 25.6 cents. Comparable relationships also 
generally applil'd to other species of livestock. 

For til(' stockyards companies sllbj~'ct to the Packers and Stockyards 
Act, data on distribution of their expenses arc available for the period 
1'127-37 (table 12).'( Expt'ns('~ wet'l~ classified as salaries and w<;\ges, 
co;,t: of :;nlc (fCL'd) , depreciation, taxes (excluding Federal income taxes), 
nud mi,c<.'llnnl.!OllS opcrnling expenses. The stockyards companies con­
lilltlC to rq)()rt annually hut summaries of expenses have not been pre­
pal'cd since 1937. Salaries and wages comprised from 30 to 47 percent 
. ,"t;;j)il~l1I [lumMI 1'<].01" (,r the Chief or the 11ll1'e;\l! or Ani1l1l11 Industry, United States 
)h,tMtIllCllt Qr A&n'\Iltur~, l'IJ7 Jr. 
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TABLE ll.-The tolal cost) cost tar hundred) a1ld percmtage of total cost of 
marketing large anti slllail 101.. of hogs al Cillcillnati ill 1939 

COS! per hundred Percent of totalTotal cost dollars costExpenses' -
Large Small Small Large SmallLarge Ilots' lots3 lots lots lots lots 

Dol/ars Dollars Dollars Dollars Percent Percent 
Commission 113.15 60.25 0.1466 0.1774 65.39 69.32 
Y,arOt}ge ... : : : : : : : : : : : : 57.60 25.35 .0746 .0746 33.27 29.15 
FIre lJ15Urlltlce ••••••••.• ,96 .65 .0012 .0019 .5', .74 
National Livestock nnd 

Meat 130ar<1 ........... 1.40 ! .69 .0018 .0020 .80 .79 


Total. ............ 173.11 I 86.94 .2242 .2559 100.00 100.00 

=:-=[ 

Size of sample. I •••••••• ' 384 I 169 ......... ......... ......... ......... 
77,184 IWeight ................ 33,969 .......... , .... , ... ......... . ........ 


Average ................ 201 201 ......... ......... ......... . ........ 

I 

1 Cost of feed not iuchtdcd. 
: 1.arge lots, ,10 head and over. 
a Snwll lots. uncler 10 head. 
Henning and Poling (13, lable 42, p. 41). 

of the tOlal expenses of the stockyards companies reporting. For the 
3-year period 1935-37, salaries and wages comprised 32.7 percent of the 
expenses. The cost of the feed suld amounted to 23.S percent of the 
expenses; depreciation and taxes (excluding Federal income taxes) 
reached 9.9 percent, and miscellaneous operating expenses 33.9 percent. 

TAjll,E; 12.-Pcrcelllave distribution of e.rPellses of stodyards cOlllpallic.. subject 
• 10 tlte j'ackcrs etHel Stockyards Act) 1927-37 l . 

Salaries Cost of Taxes Mi$cel. 
Year CQIlIr,:m es and sales Deprc· (excluding lancous Total 

wages ~feed) ciation Federal operating 
income) expenses---- -. 

Number Percelll Percellt Percent Percelll PerceJlt Percent 
1927 .. ...... 69 32.5 33.8 4.9 5.8 23.0 100.0~ 

1928 .......... 67 3S.0 42.5 ';.4 . 6.5 7.6 100.0 

1929 ......... 69 38.8 40.9 5.4 7.0 7.9 100.0 

1930 .......... 70 38.9 37.0 5.4 7.2 11.5 100.0 

1931 .. ~ .... " . 67 42.6 32.6 4.4 7.7 12.7 100.0 
1932 ......... SO 46.0 25.7 5.2 8.5 14.6 100.0 

1933 ......... 82 -17.1 21.9 5.1 7.7 IS.2 100.0 

1934 ......... 92 41.6 26.7 4.S 5.7 21.2 100.0 

1935 ......... 96 33.3 23.1 3.S 6.1 34.7 100.0 

1936 ......... 104 35.9 25.1 4.3 6.2 28.5 100.0 

1937 ......... 127 30.0 22.4 3.8 5.4 38.4 100.0 


-
1 Comparable data not available after 1937. 
]11l5ec.l on data puhlish~d in annual reports of the Chiefs of the Bureau of Animal Industry, 

United States Department of Agnculture. 

COST OF TRANSPOHTING LIVESTOCK TO MARKET 

In 1939, the average transportation expense for all livestock marketed 
was estimated at 35 cents per 100 pounds live weight, which would equal 
61 cents per 100 pOUJ1dS 0 f meat sold at retail. Transportation, therefore, 
comprised about GO percent of the estimated cost of marketing livestock. 

Practically all IiVC$tock is transpo: ted £rola the farm by motortruck, 
only a small proportion being moved by wagon or on foot. Most of the 
livestock shipped to market by rail is delivered to the local shipping 
point by motortruck. 

Transportation from the farm to the slaughtering plant or other final 
destination may be in a single stage, or in two or more stages. The 

• 
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number of stages involved is mainly~ dependent upon the number of 
markets through which the livestock passes, and on where the livestock 
is moved after it is sold at the market. ·When slaughter livestock is 
b9ught at a market by a packer who iA located elsewhere, the shipment 
from the market to the plant becomes another stage. This is likewise the 
case when a lot of stocker and feeder livestock is shipped from a market 
to a pasture or feedlot. In the case of some shipments by rail, transporta­
tion is continued from the market to final destination on the original 
billing, in which case the entire movement may be counted as a single 
movement for statistical purposes. 

NA'l'UHE OF 'I'RA NSPO R'l. ATION SERVICES 

Livesfode is movcd from farm to market by several means. Of all 
iiycstock sold, by farmcrs in the Corn Belt in lSi-W, 20 percent (in carlot 
equivalents) was transported in the farmers' own motortrucks, 63 per­
cent was hauled by hired truckers, 15 percent by buyers who took 
possession at the farm, ancl2 percent by other means (mostly on foot) (7). 
The transportation furnished by hirecl truckers is generally paid for 
directly by farmers. vVhen the farmer delivers his livestock, either in 
his own motortruck or by other means, the cost of transportation is more 
difficul t to determine. To estimate the cost to the farmer of livestock 
transported by the buyer who takes possession at the farm is likewise 
difficult. Thosc who buy livestqck at the farm presumably take into 
account the cost of transportation in arriving at the price they offer. 

The extent to which motortruck and rail transportation are used for 
delivering livestock to markets of different types varies. There are varia­
tions also in the extent to which these mC'ans arc used for transporting 
livestock fr0111 the markets. In the Corn Belt in 1940, all of the livestock 
received at yards of local cooperativc associations were delivered by 
motortruck (table 13) (6), ;\Iotortrucks were used also for delivering 

TAIIf,I, 13,-,./ />pro.rill/alc percelliage of ali livasloc/~ cOII/billcd, on basis of carloI 
cqltivahmls, Ircmspor/(!(l /0 aml from 1/Iar/~e/s of various types ill Ihe COI'/I Balt 
regio/l, 19·/0 l 

ThIes of markets 

Transported to 
assembly points or 

lllarkets 

Transported from 
ns~cl1lbly points or 

markets 

Truck Rail Truck Rail 

Pcrc,,,,t Percent Percent Percent 
Locnl cooperative associations ............ ! •••••••• 

DenIers ........... ; ... ~ .............. "' ....... . 
COllcentration yards or local markets ...••. ,.".,. 
Auctions .......•............. , ............... . 
.Packing plants, direct ... ,.,., •.• , •••.•.. , .••.••1 
'l'crrninal public markets ..........•..... , ...... . 

100 
95 
92 
92 
87 
72 

0 
5 
8 
8 

13 
28 

48 
75 
26 

«) 87 

31 
(') 

52 
25 
74 
13 

69 

1 Data for locnl coopcrati \"C n5~oci"lion:1, c1l·:tlcr~"i, cOllcentralion ym'ds or loenl markets, auctions, 
allll flacking plants where purcha.es arc made direct arc from Marketing Livestock in the .Corn 
Ilelt Region by Corn Belt Live,tock Marketing Research Committee. S. Dak. Agr, Expt. Sta. 
Bul. 365. tables 53. 54. 57. and 59-62. Data on receipts at terminal public markets arc from 
Driven·In Receipts of Livestock. 1942. U. S, Food Distribution A,lministration. February 1943; 
nnd on shipments from these markets from Marketing and Transportation Situation. Dureau of 
Agricultllral Economics, May 19.14. 

In converting number of h~ad to carlot equivalents the following factors were used: Cattle, 
32; calves. 51; hngs. 00; and sheep and lambs, 220. These factors represent for each species the 
estimated lIver"g" number of head shipped per mil stock car (combined single.decks and double· 
Ikcksl in the United States in 1<)·10. 

l Not transported Iram packing plants. 
From Corn Belt Livestock Marketing Research Committee (8, pp, 8-9). 

http:purcha.es
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more than 90 percent of the livestock received at yards of dealers, at 
concentration yards or local markets, and at auctions. Slightly smaller 
proportions of the livestock bought direct at packing plants were delivered 
by motortnlck. At the termir,<I>1 public markets motortruck receipts com­
prised 72 percent of the totl.:, Smaller proportions of the sheep and lambs 
than of other species of livestock were delivered by motortruck. The 
extent to which motortruck and rail transportation were used varied 
both among States and among individual markets of the same type. In 
general, the proportion of the livestock transported by motortruck tended 
to decrease as the distance involved increased. 

Motortrucks were used for transporting 48 percent of the livestock 
from assembly points of local cooperati\'e associations, 75 percent from 
yards of dealers, and 87 percent from a\lctions t9 final destination. For 
shipments out of terminal public markets, motortruck transportation 
was used for 31 percent of the livestock that year, the other 69 percent 
bei.lg transported by rail.s 

The distances from which livestock is moved to markets of different 
types varies considerably. In the Corn Belt in 1940, local cooperative 
associations received livestock from an average distance of 9 miles, 
dealers 31 miles, concentration yards or local markets 49 miles, and 
auctions 40 miles, (table 14) (7). Packers who bought direct receiv,ed 
livestock from an average distance of 79 miles. Part of the livestock 
received at these markets came from fa~ms and part from other markets 
or marketing agencies. Apparently, considerable numbers of cattle and 
sheep received from distances greater than 100 miles by dealers, at 
auctions, and at packing plants, came from western ranges, and from 
terminal public markets. 

TABLE 14.-Appro.rimate ooerage distallces from which livestock was received aJ 
variOlls types ofllUlrkeJs and agCllcies in the regioll, by species ami combilled, 
19·1O l 

----'_._"..,----,----;-----;-----;-----;----

I Sheep All 
}.[arkt,:ts and agcncit!s Cattle Calves Hogs and livestock 

lambs combined 
-~--·---,·-----I---)---·I----I-..:..-...:...-.I-=.::::.:::.:=.:-

Miles MiltS ,....liles Miles Miles 
II'e:.! cooperative a';.s()ciations ....... . 
Dealers ........................... . 
('onn'ntration yards or lucal markets •• 
AUctions ......................... . 
'('0 packers direct .................. . 

9 
35 
46 
48 
80 

9 
24 
29 
33 
73 

9 
16 
50 
28 
77 

101 
60 
38 
9 

115 

49 
11 
40 
79 
31 

1 Based on Corn lIelt Livestock Marketing Research Committee (6, tables 63-67, PI'. 175-178). 
From Corn llelt Livestock ~brkcting Research Cummittee (7, PI'. 9-11). 

'I:HANSPORTATION CHARCES AS SHOWN BY RECORDS AT PUBLIC MARKETS 

Railroad rates are based 011 published tariITs appro\'e(\ h\' the Interstate 
Cotnmerce Commission, and arc fixed between given poil;ts. Motortruck 
rates vary considerably but the trend during recent years has been 
towards greater standardi"ation. As livestock trucks ordinarily do not 
operate over definite routes or according to fixed schedules, it is difficult 
to establish raIl'S that can be applied uniformly. ' 

• 'rhe Marketing "nd Transp<)rtation Situation, Use of M~/orlrllcks ami Rail for Silippillg 
Li~'csIQr:1: irc>m f'ffi:>ri r M"rk~ts. 1.:. S. Bureau of A!(ric\\\lural Economic., PI>. 2 4. )[ay 19H, 
iIl1l3 

• 

• 

• 
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• 
Services other than carrying commodities are generally performed by 

transportation agencies, and they may be included in the transportation 
('harges. As these services are not altogether comparable for rail and 
motortruck movements, rate comparisQns are difficult. In handling live­
stock) railroads provide stock pens and loading facilities at country ship­
ping points for assembling and caring for 'the animals, and yards for 
feeding and watering in transit. Scalcs for weighing the livestock are 
also maintained at many of the yards. Charges for transportation cover 
these services, but f.::cd and bedding are paid for separately. Truckers, 
on the othcr hand, do not maintain such facilities, but they pick up the 
liv(:slock at the farm, usually provide loading chutes, and help load the 
animals in10 the motortruck. 

• 

A study of the cost of marketing Nebraska hogs at the Omaha terminal 
public market, covering the 6-year period 1930-35, showed that trans­
portation per hundredweight for given distances was higher by motor­
truck than by rail (15). Transportation of hogs from counties located 
about 50 miles from the market cost 16 cents per hundredweight by rail 
and 20 cents per hundredweight by motortruck (lable 15). For distances 
about 400 miles, rail rates were 37 cents per hundredweight and motor­
truck rates 43 cents. nut as the services furnished by the two transporta­
tion means were not similar, the charges for transporting hogs by rail 
and motortruck were not strictly comparable. Farmers who shipped hogs 
by rail also had to deliver the animals to the local shipping point. Delivery 
may have been made in the farmers' motortrucks} or the trucking service 
may han~ been hired. If farmers engaged for-hire truckers to transport 
their hogs to the Omaha market the transportation charge covered the 
entire distance from the farm to the market. No attempt was made in the 
Nebraska study to adjust either the rail or the motortruck expenses so 
ciS to make the two comparable. 

TABI.E 15.--C:osl of transporting hogs variolts distances by truck and rail from 
poillts ill Nebraska 10 Jile Omaha public markel, 1930-35 

Cost per mile 
Apl)roximate per hunrlred llOunds 

distan~c 
Rail Truck-- "---~ 

Gellis Cellts Cenlz 
16 20 0.32 0."0 
19 22 .25 .29 
21 26 .21 .26 
27 34 .14 .17 
30 42 .fO .14 
37 43 .09 .10 

Lambrecht amI Garey (15, p. 6). 

The cost of transporting hogs per hundredweight, as shown by the 
:\d)raska study, increased with distance, but the increase was not directly 
proportional to it. Cost of transportation per mile, on the other hand, 
decn'ased with distance. For counties approximately 50 miles from 
Om,lha, the cost per mile per hundredweight by rail was 0.32 cents and o by motortruck 0.40 cents. For distances about 400 miles the cost per 
hundredweight by rail was 0.09 cents per mile and by motortruck 0.10 
,pnts per mile. 
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When livestock is transported by rail in excess of 28 hours it is 
required that they be fed, watered, and rested for 6 hours or more . 
However, the period may be extended to 36 hours at the request of the 
shipper. The feed given in transit is paid for by the shipper in addition 
to freight. The cost of the feed naturally varies with the level of feed 
prices. 

The average rates charged per hundredweight by mile zones for cattle, 
calves, hogs, and sheep received at the Cincinnati market for the 4 
years 1937-40 are shown in table 16 (13). Althou!JIl the rates tended to 
illcrease with distance the increases were somewhat irregular, and the 
rates for individual loads hauled the same distance often varied con­
siderably. Lack of uniformity in the average rates charged between dis. 
lance zones may reflect the variability of rates charged by different 
truckers, and perhaps also for different loads hauled by the same trucker. 
The rates for lin'Slock delivered to the Columbus and Cleveland markets 
\adell sub!:il<tntially as they varied for deliveries to Cincinnati. 

The rates for hauling livestock, as shown in these studies, were such 
as to make the per mile rate for a given weight much greater for short 
distances than for longer distances. This is because the time and expense 
involved in driving to the farm, loading the animals at the farm, and 
unloading and checking delivery at the market obviously must be allowed 
for in hauling all loads, irrespective of the distance from the farm to the 
market. 

SHRINKAGE O.F TISSUE IN TRANSIT 

Livestock generally loses weight while in transit from the farm to 
market. ,This loss, or shrinkage, is of two kinds: Tissue shrinkage; and 
excretory shrinkage. Tissue shrinkage results from a decrease in the 
carcass weight of the animal whereas the loss in weight due to elimina. 
tion of excreta docs not change the weight of the carcass. The degree of 
tissue shrinkage tends to increase with the time in transit. Tissue shrink­
age apparently results from the disturbed-condition of the animal brought 
about by driving, loading, jostling in motortrucks or in railroad cars, 
being quartered in strange environment, and being mingled with animals 
to which it is not accustomcd. 

In Virginia, it was found that the net shrinkage of grass-fattened cattle 
shipped by rail from the southwestern part of that State to Jersey City 
in 1929 was 4.9 percent of their farm weight (11)°. The net shrinkage 
of animals in individual shipments ranged from about 2 percent to 70 
percent. The cattle included weighed an average of 1,526 pounds per 
head. The time in transit and in the yards was about 60 hours, and the 
animals were unloaded once on the way for feeding, watering, and 
resting. . 

In another study of the cost of marketing beef cattle from Virginia 
to Jersey City the net shrinkage of steers weighing an average of 1,440 
pounds in 1924 was 4.7 percent. The net shrinkage of animals in indi­
vidual cars varied from 1.8 to 6.6 percent (4J. The time in transit to 
Jersey City was 64 hours, including a stop-over for feed, water, and 
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• 


•

U Net shrinkage W;IS u$sumed to be the ditTerence between the loading wdght at the shipping 

point and the wei"ht d the alumal when unloaded and after being fed at destination. It mar not 
be equal therefore to the percentage of tiSsue shrinbie. 
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TABLI; 16.-The average rate (celltS pl'r hundred) ,harged, by mile ::OIl(S, for Irucki/lg lit1eslock from Ohio farms ..;'" 
to Ihe Cincillllati markel, by spedes, 1937-40 Z 

o 
i:: 

.Cattle Calves lIog. Sh""p?::Distance 

l().mile 

zones 1937 

1938 1~~I~I~~;~L~~~l~~_'~l~.).; 19"7_L_~.~~tlt~~ ~ 
------1---1--- IiI I '1 > 

Miles I: : I Z 
, . 0 

(}- 9___________ 20.0 16.1 18.4 22.4 62.7 54.3 71.6 33.S 11.6 14.61 25.5 19.1 ________ 1i.1 23.5 19.1 n 
1(}- 19___________ 21.8 20,2 20.0 21.5 59.1 58.9 50.7 51.3 20.9 32.6. 16.6 19.4 30.3 19.2 29.6 27.4 0 
2(}- 29___________ 19.8 24.1 IS.4 IS.5 54.1 47.9 51.4 52.8 20.4 19.9 22.2 18,4 32.8 38.7 35.3 30.3 '" 
30- 39___________ 20.S 22.4 20.7 23.0 50.1 53.1 49.0 50.6 21.4 20.2 19.0 19.6 31.5 36.3 34.1 29.7"; 
4(}- 49__________ ~ 20.9 20.7 19.9 19.8 52.3 49.0 51.6 49.6 20.7 19.0 18.0 19.2 31.8 29.2 29.8 29.6 '" 
50- 59________ .-_ 21.3 20.3 18.0 18.4 50.4 44.4 48.9 42.9 21.3 19.4 18.0 17.4 33.1 21.S 26.6 25.0 
60- 69___________ 21.9 21.5 22.5 18.1 44.8 52.0 48.5 43.5 19.11 20.1 20.5 17.1 28.8 25.9 32.1 27.5 g
70- 79___________ 23.6 17.9 23.9 35.2 65.1 56.2 40.2 56.2 22.7 24.2 21.9 20.7 36.3 22.3 25.3 24.1 
SO- 89___________ 26.4 24.9 24.5 22.6 47.8 42.5 40.7 35." 21.5 .22.7 22.8 22.7 26.9 29.8 21.2 37.6 
go- 99___________ 24.9 25.0 22.4 24.9 48.4 38.5 58.4 63.7 28.0 ______.. 28.3 U 5 ______________•• ________________ t: 
~n::~n==:=::::::: ___::=~_ :::::::: :::::::: ___ :~=~_ :::::::: :::::::: :::::::: :::::::: :::::::.: :::::::: :::::::: ::::::::C:::::: :::::::: :::::::: :::::::: ~ 
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rest. The cattle, on an average, remained in the yards 38 hours before 
they were weighed to the buyer. Steers weighing an average of 1,341 
pounds shipped from north Virginia, the winter of 1924-25 had a net 
shrinkage of 4.2 percent. Steers shipped from southwestern Virginia in 
the summer and fall of 1926 showed a net. shrinkage while in transit 
and in the yards of 5.2 percent. 

A study of shrinkage in weight of beef cattle shipped from ranges in 
dilTerent parts of the West, Texas, and :Montana to Chicago, St. Joseph, 
Kansas City and St. LQuis markets were made by the Bureau of Animal 
Industry in 1913 (38). Shrinkage of cattle from the Southwest, after 
being fed and watered upon delivery, which was intended to approximate 
the comlilion of the animnls at the time of shipment, was on an a\'erage 
3.5 percent for cows, ami 3.7 percent for mixed cattle for the first 36 
hours ill tran::.it. In the ~Orlhwe:it, the net shrinkage avemged about 
3.3 percent for all cattle for the same pl'riod in transit. Cattle in transit 
over 70 hours had average shrinkage of about. 5.5 percent of the live 
weight, the rate ranging fr0111 .~ to 7 percent. 

In a study of shrinkage of hogs made by the Bureau of AgriCUltural 
Economics, il1voldllg more than 6,300,000 head, tissue and excretory 
shrinkage were segregated (3). The study showed that tissue shrinkage 
vegan early in the pc.:rioti of transit and continued until hogs reached 
the plant to which they were shipped for !>laughter. Shrinkage of tissue 
took place when the animals were fed and watered in transit. Tissue 
shrinkage was found to increase as time in transit increased, the rate of 
increase tending to be greater during the earlier period than after hogs 
had been on the way a longer tirnc_ Tissue shrinkage in lightweight 
hogs took place at a higher rate than in hogs of heavier weight. The 
average tissue shrinkage of hogs weighing 180 to 199 pounds was 2.4 
percent of the live weight when in tramilt 36 hours, and 3.+ percent 
when in transit 60 hottr::;. Tissue shrinkage of hogs weighing 260 to 
279 pounds averaged 1.3 percent when in transit 36 hours and 2.1 per­
cent when they were in transit 60 hours. 

Figures on the shrinkage o[ sheep in transit are meager, but studies 
of rail shipments by coolwralive associations in 1921 show that their 
total shrinkage was at higher rates than that for either cattle or hogs 
transported the same dhitance.1o Shrinkag-e during tile spring and sum­
mer was greater than during the fall and winter. 

BRUISING, DEATH, AND CRlPPUNG 

Losses from bruising, death, and cripl:ling may occur while animals 
are being loaded at the farm, on the way to market, at the market, or 
after they arc bought by the packer (9). ),Iost of the loss from bruising 
cannot be detected until after the animal is slaughtered. Slaug~terers, 
therefore, take average losses from bruising into. account at tne time 
of purchase. Consequently, under present conditions, losses from bruising 
tcnd to be shared by all sellers regardless of whether the particular 
animal sold is bruised or not. 

Bruising, dt.'nth, and crippling may result from accidents or from 
improper handling. 1Jost bruises 'lire caused by horned cattle; by pro­
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• 
jections in feed lots, motortrucks, cars, and stockyards: by failure 
properly to partition different kinds and classes of livestock in the 
car:; Of in motortrucks, by overloading or underIoading and by rough 
h,llldling. The factors responsible for bruising may also be responsible 
for much of the loss from death and crippling. Although some of these 
factors arc beyond the control of producers, dealers, and transportation 
agencies, it is apparent that by proper care amI handling such injury or 
loss of livestock can be materially reduced. 

MARGIN AND COSTS FOU MEAT PACKll~G 
:\!C:lt packing is a term applied to the industry whose principal func­

tions arc slaughtering livestock and processing meat, although it may 
h:lIldlc other products Of pl·dorm other functions. Tht: term was descrip­
tire of the industry during its l'ady period when the packing of pork 
W<IS its principal operation. The packing of meat has now largely been 
replaced by other processing but the early name of the industry persists. 
The term "margin (wei costs of meat packing," as used in this study, 
applics to the meat-packing industry and comprises all of its functions, 
it!!. it is not possible from a,'ailable datn to confine these functions to 
"I(lughtering and meal proces!:.ing. 

'Ill(> Int',ll-packing fUIl(:tioll docs Ilot include the wholesale distr:ibution 
or meat and meat products by packing concerns. This operation has 
be('11 Sl'greg,l ted , and is disclIs;jcd in a separ.ile M,:ctioll of (his publication. 

• ME'\T-PACKI~G OPERATIONS ;\:\"D SEll VICES PgIIFOIlMED 

JI1 nddition to slaughtering and meat processing, a large number of 
tl1t'<tl'packlng concerns, especially the larger ones, handle many other 
products atltl perform other operations. They may handle clairy products, 
poultry products, fish and other seafood, and may llSe vegetable oils 
and ollwr ingredients in their manu facture. Thl;'Y may operatl;' poultry­
dressing pla~lts, they may candle and grade eggs, can perishable products 
otlwr th;,ul meat, manufacture buLtl'r, cheese, margarinc, and other short­
(·nin:.;, and 0pl'rate tanneries ami krtilizer plants. Smaller concerns may 
Hot tbe ill their plants all of the byproducts obtained frOI11 slaughtering 
operation.., but may sell both ,·dible and inedible byproducls to other 
l'Om'(;'f1lS that Usc them in manufacturing and processing. ~reat packers 
mil)' sl,ll HlI;'at to other packers, or tf) concerns that process hut do no 
..Iaughll'ring. Bdofl' margin and costs of meat packing concerns arc 
di:'CllSSt'd a hrief review will be gj\'(~n of the scope of the industry and 
its operations. 

• 

Nt.:i\fnER OF !'"CKING l'l.A:\TS A:-fO THEm OI'EI(ATIONS 

:Meut-packing plants are distributed throughout the United States, 
hut the yolul11c of slaughter is largest in the Xorth Central States. 
Slaughtering plants arc most numerous in Penn"ylvania, New York, 
()hio, :'1ichigan, and Texas, hut \lIany ,Ire l'('Tatiwly small. Packing 
plants range in size from small ('stahlishmcnt:; in which livestock is 
slaughtc\'ed only for local distribution to large establishments in which 
ll1ore;: than <\, million hog::; in addition to considerable other livestock are 
..laughLeted annually. Thl;' four largest meat-packing concerns, some­
times referred to as national packers, each operate from 8 to about 50 
plant:;..\ few otlwr packing companies ha\'(; two or more plants each. 
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The national packers opt!rate many of the larger packing plants, but 
some of the (Ither packing cOllcerns have individual plants that are among 
lh(" largest in the country. In addition to the packing plants where slaugh~ 
Lering is donc, some plants are engaged principally in the manufacture 
of sausage and specially meats. 

Packing plants that distribute products interstate, those furnishing 
products for the export trade, for the armed forces, and for Lend-Lease, 
;,Iattghtcr and prcpan: their meat and meat products under Federal in­
"'lJ~·Cli(Jn. Snch ilbI)(!cti()l1 is nol required of plants from which the product:; 
arc dislribuled within the borders of the Slate where they art! located. 
Sunll' plants llot limier Federal inspection, however, ha\'e meal-inspection 
sl'nice provided by the Slate Or municipality. The inspection of meat 
tlnd lhe sllpervision of slaughtering are carried on to gUll, I'd against the 
sale of products that arc diseased or otherwise unnt for htnllall 
consumption, 

The Uuitl'd States Census of~lanurnclures reported 1,478 wholesale 
::;laughtcring and meat-packing establi:.hments in 1939 (22). Rccords 
of the War Food .\uministration ~how that in 194+ there were 365 
wholesale slaughtuing plants ill each of which more than 2.000,000 
poullds of Illeat Wl're pru(\uce(\ in 1941, and about 3,000 local plants 
in l'ach of which hom 300,000 pounds to 2,000,000 pounds of meat were 
produced £1'0111 slaughter. Some of the plants in the smaller group wcrt' 
0[l('r:llt'd undt'l' Fedl'l'aJ inspection and others were not federally ill~ 
~pedl'd, A few of the smaller plants were probably operated by retailers 
but apparently most 0 ( thcm were wholesale slaughtering establishments. 
In addition, there were about 23,000 butchers who produced less than 
300,000 pounds of In<:at from slaughter in 1941. In 1939, SOl11e butchering 
was n'ported 011 mol'" than 4 million farms, the animals butchered having 
a reported value of $198,000,000 (31). 

'rhe Ilumber ()l packing plants operating under Federal inspection 
in lhl' Lnit('ll Slates vari<:s from lime to time. In June 1939, the total 
was 28·L Of thi::; nUl11bl·r, callie were slaughtered in 246 plants, calves 
in 2,W pl<ults, hogs in 211 plants, and Shl'{'P and lambs in 187 plants. 
During the war, the number 0 f plants under Federal inspection were 
ill('n-a~l'd gn~ally, so that they would be eligible to furnish nwal and 
111,'at pro(luds to the nt'nwd forces and [or Lend-Lease. As of June 30, 
l'J.-l·~. a total of ·181 packing plants operaled under Federal inspl'ctioll. 
(H the:>e, c.1l1le were ~Iatlghtt'red in 428 plnnts, calves ill 365 plants, hogs 
in 322 plants, and slll'cp and lnmbs in 298 plants. The increase in the 
l1ulllb(;'r of [(;'derally il1~pecled plants apparent!) resulted in a rl'duction 
of about the same number of plants operating Without Federal inspection 
as few new plants have bel'n estllblishcd since 1939. 

i\S sen.-raI of the larger packing companies operate more than one 
plant', tIll' total IlUmbel' of conCl'rns operating under Federal inspectiol1 
is n<llurnlly smaller than the number of plants under inspection. I'll 
1()39, 1()(} packing concerns slaughtered under Federal inspection nccord­
ing to the Packers and Stockyards Division (table 17).1 \ There were 

n Fr61J1 i\llllll~! r~port~ ,fil~d by II\cat'll3cking concern~ with ule United State$ DepartlJlent of 
'\l;ricuitllrc III cmUlcrUOIi wnll the i1d'"lllbtr;U(!JIl "r the .I'.lckcrs :,"d Slockynrd. Act. Each 
"(lutern mclud\'<1 :til of the 111.lIlts It ol'crmt'd III Ih~ cOltsoIHI.lt~J. st:ttell\cnt. In t:ts~s where 
slallKh(eflllK COIlCerns also operatrd llon"tau~h("nll!: l"olnts, these t,tants w~t" include.l in tll~ 
~on~()luJ:1ted statelllent of the COIlCC{Il. 
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also 425 non federally inspected slaughterers, and 209 concerns which 
processed meat but did no slaughtering. Of the l1()nslaughtering concerns, 
177 operated under Federal inspection, and 32 concerns did not havc 
their products fcdcrally inspected. 

Of the 621 slaughtering concerns reporting in 1939, 387 WCre general 
slaughterers, 48 concerns slaughtered pork only, 75 slaughtered beef 
only, 4 slaughtered lamb and mutton only, and 107 combined the slaughter 
of beef, and lamb and mutton. ()f the total sales, 91 p,{;'rcent represented 
products of general slaughLc.'rers, 4 percent of pork slaughtc.·rers, and 
5 perCl'nt of slaughterers of Deef, lamb and mutton, or tht;ir combination. 

Forty-one concerns l't'porlt'd net worth of $1,000,000 Or l110re each 
in 19.)<), hut thdr 5;11('s tll11ount{~ll to 81 percent of the sales by all concerns. 
Sail'S by the otlwr 580 concerns, with net worth under $1,000,000 each, 
(;ol11pri5t'd 1() (Jercl'nl 0 f Lotal sales. 

The Ilonslaughtering concerns arc smaller, on an average, than those 
lhal slaughter. ()f tlw 20lJ nonslaughtering concerns reporting in 19J9, 
11 had Iwt worth of $1,000,000 and ow!', but tht'ir sall's comprised 58 
percent of the lolal salt,s by nil nuns!aughterers. The other 198 non­
slaughtering COIlCt'l'ns had iwt worth under $1,000,000. Their aggregate 
snles made up ·12 pel'cent of the salt's hy all conccrnS. 

OUTl'li'I' il\' KI~DS OP Sl.AUGH'J'EHEHS 

About 66 percent () f tilt, tut,11 t'stinmted output of m.eat in the United 
States W:ls produced in wholcsah.: slaughkring plants under Federal 
inspection in 11)Jl) ttahle IX,I. An additional 1·.~ lK'rCl"nt \\'as produced 
in non fedl'rally inspl'cted whole:;ale slaughtering plants. Slaughter by 
(,(·tail clt-all'rs al1lollll(('d to 8 percent of tht, tOlal, and slaughter Oil farms 
12 p<'rcent. The increase in the number of plants that slaughkred under 
Ft'deral illSlK'ctioll during the war, brought lhe oulput of meat frolll 
.federally inspl'cll'd planb tu 73 percent of the towl ill 19+k 

The slaughter in lwlh n'tail establbhments and on farms has bccoll1l' 
rdativdy It·"s important :>incc til(.' (·arl), part of (hi" cl'ntury. Farm slaugh­
ter has contiuued to be important for hogs, but is kss important for 
cattll', calves, and Shl\'P and lambs. Of the Iin·"tock slaughtered on 
farl1l~, part is ~()ld as l1leat but most of the ml'at is con:,u1l1cd by th(' 
farm f:lI11ily. For }CJJ(), it was c~til1latetl that 47 pcrCl'nt of the farl11. 
slaughtcrl'tl llIeat from callie and calves, 1(> }Jl'rcl'nl from hogs. aJl(1 
2.3 pCITl'nl from Shl'l'P and lambs was sold by the farmers. TIll' Silk of 
hoth fnrm-slaughterl'd nnd rclail-slaughlen·tl ll1eat illcn'aSl'd during till' 
war. This l'ompd.wd sonIl' farlll-slaughlen't! Illeat sold to non farmers, 
sla\lghtl'r by nOl1ianncl'S for their own consumption or for saIL" and 
slallghtl'r hy J'l'tail meat <k'alt'rs for disp()~al through tlwi r l11arkl'ls. 

The yarious spl'cit's of lin'stock Hre not slaughtl'red in I)l(' C\ilYl'n'nt 
tYPl'S of establishlllt'nh, ami on farnls, in thc same proportion. ShCl'P 
and lambs Hre slaughtl~n'd in it'tll'rally inspt'ctL'd plant:; to a n·lati\'cly 
gn'atcr e:xtellt than oti1l'r Jh'e~tod;:, :ullounting to about 80 pcrct'llt of the 
total in 1C).)9, Rt,tail aud. f(lflll slallghtl'r of sheep and lambs is {'s[l('cially 
... mall. V~'al is :-;laughll'r('d in 11Oninspcl'tl'(1 wholesale slaughtering plants 
and in retail l'sla!Jlisi1n1l'nls in larg('r porportion than olhl~r Iin.'stock. 
Farm slaughl('r or hugs amollntl'd to about 20 percent of the total hog' 
slaughter for the country in 19J9. 
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TABLE lB.-Estj mated production of mtat produced in the UniUd SUJles, by Il'pes of slaughter, and by species, 1939 

~ ..--.-. 
Pork en, Lamh and mutton Allmeata 

Type of slaughter Beef Veal (Excluding lard) I 2 

~ 
1:1 , 

MiUion MiUion n
Million 3IiUion oMiUion I Pn-ccnl PoI;..ds Percent pounds PerUfIJ 

pounds Percml pounds Percent po"nds 

694 79.6 11,608 66.2 ~ 
559 56.4 5,552 64.1Fedt:ral inspected, wholesale ____ 4,803 106 12.1 2,370 13.5 

Noninspectcd, wholesale ________ 1,224 17.5 192 19.4 848 9.8 
5.3 1.449 8.l~51

RetaiL ___________ - _____ --- --- lOt! 156 15.7 469 5.6 46758 20.5 26 3.0 2,107 12.0 ~ 8.5 1.171 
}o~arnl _____.. ______ ------ - - --.... - 226 3.2 84 

Total._______...________ 991 100.0 8,660 100.0 872 100.0 17,534 100.0 t: 
1.011 lOO.O I 

Unpublished data from Bureau of AgTlcultural Economics. ~ n 
p: 

~ 
1:1 

E 
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Considerable meat is sold by some packers to other packers, or is 
transferred from one plant to another plant of the same concern. In 1939, 
the wholesale meat packers reported a total of 1,650 million pounds of 
meat lnvo)ved in stich trallsfer. This represented 10.8 percent of the 
15,255 million pounds of fresh and processecl meats produced in the 
wholesale meat~packing establishments that year. 

In. addition to slaughtering livestock, wholesale meat-packing establish­
ments process c;onsiderablc meat and other packing-house products. This 
includes curing and smoking hams, shoulders, and bacon; grinding meat; 
making hamburger and sausage; rendering lard and other animal fats; 
canning, dehydrating, freezing, and pre-cooking meat. In 1939, the whole~ 
:mlc meat-packing establishments reported that of the total Dlltput of meat 
(excluding lard, rcndered fats, casings, and tankage), 28 percent was 
com'eI'ted at their plants to cured and canned meals, to different kinds 
o( sausages, and other prepared meats (32). The other 72 percent was 
fresh meat. This did not represent the proportions of the different kinds 
of meat sold to consumers, because packers sold some fresh meat to 
otlwl's who opcrated establishments for processing, but which did no 
slaughtering. In 1939, the 1,067 plants doing processing but no slaughter­
ing reported products valued at $208,048,000. 

The total valuc of all products produced in the wholesale meat-pack­
ing plants was $2,648,325,552 in 1939. The aggregate value of all meat 
and byproducts derived from livestock was reported at $2,400,147,646, 
or 90.6 percent of the total value of all products. According to this, 
the products other than meat and byproducts of livestock slaughter 
IltnOllllte(\ to 9.4 percent of the value of all products handled· by the 
packers in the United States that year. The mast important of the 110n~ 
meat products handled by packers were shortening, margarine, butter, 
checse, eggs, poultry, and sea foods. 

Of the total output of lin·stock products in wholesale meat-packing 
and custot11~slaughtering establishments, based on value, 61 percent was 
fresh meat and 29 percent processed meat, or a combination output of 
meat ot 90 percent in 1939 (table 19) (32). Lard, oils, and oil stocks 
had a value' of about 5 percent 0 f the total. I-li(ks, skins, pelts, wool, hair, 
and miscellaneous items cnmprised the other 5 percent. Fresh meat 
included beef, veal, pork, mutton and iamb, and edible organs from the 

TAlJl.E 19.-Valuc of Ih'es/ock prodllcls of 1,285 wholesale 1/1('a/ packillg llldusirics 
ami of srcom/ary prOc/ltcls in lire wholesale c:tslolII-slaltgl,/eyiPlgillduslyy for lire 
Uuiled .~·I(I/(·s) 1939 1 

Products Value Percentage 

1,000 dollars PercffltFresh meat ••• , •• , •.. , •••.... , .•••. _.•••.• , .••• ,.,... 1,457,550 60,7Processed meats .••.... , .•• " •••• ,................... 697,897 
 29,1
r.nrd, 011.<, and oil .tocks.... ", .......... ,........... 114,127 
 4.8
nOg an (I cat food .••••••• , •••••••.•••• , ••.••.•• , ••• ,... 8,873 ,4I.ivcstock byproduct feed and fertilizer materials........ 5,731 
 .2II ides. skil1S, pelts, wool, and hair ......... "........... 115,9;0 
 4.81-----------1----------­1'otal.................... ".................... 2,400.148 
 100.0 

I RCflorts represent 98 percent of the total \':llu" of the products for the industri••. Data for. 
SilUSlIg,·S, prepared llIeals, .and other mell! "roduct.• made ill other than mcat.packing eslabJi_". 
1II,'nts not ind\ld~". 

• 

• 

• 

U~ited State. Bun-au of Census (32, p. 57). 
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animals producing the meat. The processed meat was that classified 
as cured, canned, and sausage. Sausage made up nearly one-fourth of 
all processed meat combined. Canned meat and <;anned sausage were 
relatively unimportant. Among the inedible items were dog and cat food, 
and products used for feed materials and for fertilizer materials. 

IMPORTANCE OF MEAT PltOCESSING 

Or the combined value of all meats marketed from the wholesale 
meat-packing establishments and frolll the nonslaughtcring processing 
establishments combined in 1939, about 60 percent was fresh meat and 
40 percent waS processed mcat and products (sausage, and cured, canncd, 
and other processed meals). In estimating the value of products sold for 
consumption as fresh meat it is necessary to reduce the value of the 
fresh meat produced in wholesale Illeat-packing establishments by the 
quantity purchased for the plants doing only processing. The value of 
the fresh meat purchased for Pl'ocl.!ssillg at the 110nslaughtering processing 
plants is not reported separately ill the Cellsus of l\Ianu factures, but is 
included with the cost and containers. 0 f this combined total, the cost 
of meat (materials) was about 81 percent, and the cost of supplies and 
containers about 19 percent, according to reports f1'0111 representative 
concerns in the industryl!!. According to this, the fresh meat purchased 
for the nonslaughtering processing plants had a value of $131,820,000. 
Deducting this fr0111 the value of the total output of fresh meat by whole­
sale meat-packing establishments of $1,457,550,000 left $1,325,730,000 
of meat that was distributed for consumption in fresh form. The value 
of the combined processed products of both wholesale meat-packing 
plants and the nonslaughtering processing plants was equal to 
$880,6+5,000. 

Of the combined output of meat by wholesale meat-packing concerns 
and by the nOllslaughtering processing concerns in 1939, expressed in 
terms of weight, approximately 65 \:ercent was sold fresh and 35 percent 
was sold ill processed form. The re;tson the proportion of the total meat 
processed was smaller when measured in terms of weight tlulll in terms 
() ( value was that processing had added to the value of the product. The 
m'erage whole:mlc value of fresh meat produced in wholesale meat-pack­
ing establishments in 1939 was 13.3 celUs pCI' pound compared with an 
average value of 17.0 cents per pound for all processed meat. The increase 
in the average value of the processed product was in part accounted for 
by the n:dLlction in its weight compared with the weight of fresh meat, 
although the weight of some meat is increased as a result of processing. 
It should not be inferred, however, that all processed products arc of 
relatively high Yalue, because some sausage and SOme other processed 
products arc made from meat of low quality. On the other hand, raw 
l11at('rials of relath·cly high value arc used for the production of con­
siderable volume of these products. 

1[cat obtained f 1'0111 the various species of animals is sold fresh, and 
in pl'ocesscd form ill di fferent proportions. Normally, 90 percent 0 f the 
beef is solJ fresh and 10 percent as sausage and as cured or otherwise 

12. nnsc.t Oil oMa obtilin«t from three important nonslallghtering processors through court.,.)' 
of Natiul1,11 As~uliation of Non.slau~hto!ring !lIeat ProceSsors alld Whoksalcrs, Inc. 

12141)3-"17-6 
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processed meats (1). Of the pork, about 40 percent is normally sold 
fresh, 50 percent is cured, and 10 percent is made into sausage. Virtually 
all of the veal and lamb and mutton is sold fresh. •

Sausage.-The consumption of sausage has increased considerably 
over a period of years. In 1929, the combined oUlput in the wholesale 
meat-packing establishments and in the nonslaughtering processing estab­
lishments was equal to 8.8 percent of the total dressed weight of meat 
produced in the wholesale meat-packing establishments (table 20). In 
1939, it was 11.2 percent. The production of sausage as a proportion of 
the total output of meat varied during the intervening period, the highest 
reported by the Census of Manufactures was in 1937 when it amounted 
to 12.3 percent. The production of sausage in nonslaughtering plants 
has been relatively important but data on the quantity produced before 
1929 are 110t available. 

TABLE 20.-Sausaga produced ill wholasale 1IIeat packillg atld special sausage platlls 
in relafio" to total productioH of meat obtained frolll slal/ghter ill wholesale 
meat-packillg establis!tlllclits for related years 1929 to .19391 

Year Sausage 
produced' 

Dressed weight 
of meat 

produced 

Sausage as 
lJcrcentage 

of total 
meat' 

1929 .................... 
Milliull pOIlJlds 

1.333 
Millioll pOI/lids 

15.155 
PcrceJlt 

8,8 
1931 
1935 
1937 
19.19 

.................... 

.................... 

.................... 

.................... 

1,231 
1,353 
1,621 
1,702 

14,495 
11.860 
13,204 
15,163 

8,5 
11.4 
12,3 
11.2 

1 Comparable figures not available for 1933 and for years before 1929, 
2 The weight of some sausage is les3 than the weight of the meat from which it is produccd, 

but the weight of other sausage is greater, ,For all sausage produced, the weight probably is not 
greatly different from the meat that goes into its manufacture. 

United States Dureau of the Census (32, pp. 57, 68). 

Among the large variety of sausages, "frankfurts" have increased 
greatly in popularity, and are sold throughout the United States. They 
are widely used for picnics and for lunches at other outdoor gatherings. 
H,oadside stands and lunchrooms along the more important highways 
virtually all serve frankfurts. The consumption of different kinds of 
sausages, as well as some other prepared meats, has also illcreased in 
households. Some of these meats are ready to use wlleo purchased, and 
others can be prepared quickly and conveniently. 

Cured Meat.-The output of cured meat in wholesale meat-packing 
establishments has decreased during the last two decades (table 21). 
In 1921, cured meat amounted to 25.0 percent of the dressed weight of 
the animals slaughtered. The proportion decreased to 18.0 percent in 
1935, but rose to 19.3 percent in 1939. Canned meat, on the other hand, 
increased during this period. The relative decrease in production of 
cured meat is in part compensated for by the increase in the production 
of sausage. During the war, the volume of canned and other processed 
meats increased greatly. Data on the production of cured and canned 
meats in nonslaughtering packing establishments are not available. 

Boning Meat.-Boning meat at packing plants has been primarily in 
connection with its preparation for usc in hamburger, sausage, and can­
ning. As a considerable volume of meat used for these purposes is from 

• 

• 


• 
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• TABLE 21.-Percentage of total dressed weight of meal produced ,by slaughter, 
converted to cured and canned meats in wholesale meat-packing establishments, 
by census years, 1921-391 ' 

Percentage of dressed
Dressed weisht

Year Cured Canned weight 
meats· meats' of meat Cure<! Canned 

produced meats' meats· 

Million Million Million 
pounds pounds pounds Percrnt Plrcmt 

1921 ........... , ... 3,064 75 12,237 25.0 0.6 

1923 3,975 . 95 15,641 25.4 .64 •••••••••••••• 

1925 .~ ............. 3,380 119 14,455 23.4 .8 

1927 f ••••••••• , ~ ••• 3,370 144 14,607 23.1 1.0 
1929 ............... 3,752 150 15,155 24.8 1.0 

1931 ............... 3,235 91 14,495 22.3 .6 

1935 .............. , 2,139 183 11,860 18.0 I.S 

In7 ............... 2,389 241 13,204 18.1 1.9 

1939 ............... 2,919 331 15,163 19.3 l,S 

.., 

I Com;:nrable dala not available for' 1933. Data for establishments that make sausage and other 
prepared foads omitted, as they are avail;tble for only part of the period. 

, Dala on canned sausage included with other c:mned meats for period 1921 to 1927 as they 
are not available separately. Canned sausage was relatively unimportant. 

llrcsh meats decrease in weight whell cured or canned, the percentage decrease varying with 
the process. The weight of cured meats apparently will average between 75 and 80 percent of 
the fresh meat from which Ihey ar~ producell, and canned meats about 70 percent. 

United States llureau of the Census (32; pp. 57, 68). 

• 
low-grade animals, boning has mostly been confined to carcasses of 
canner and cutter grades, and sausage bulls. The boned roasts bought 
by housewives have mainly been prepared at the retail meat markets. 

The pre-cutting of meat at the packing plant has made slow progress. 
When done, it has involved some boning. If pre-cutting of meat should 
increase, it is expected that boning at the plant will become more com­
mon than it was before the war. The extent to which meat will be 
boned at the plant will probably be influenced largely by the extent to 
which the quick-frozen meat industry develops. It is expected that, if the 
distribution of frozen meat becomes general .. most of the boning, cutting 
into retail cuts, wrapping, packaging, and fn:c:"ing will be performed at 
the packing plant. 

• 

The proportion of a carcass made up of bone varies with its grade or 
quality. It also varies with the species of livestock from which it is 
derived. Studies in the United States Department of Agriculture show 
that for beef steer carcasses grading Choice, the bone, ligament, and 
tendon comprised 16 percent of the weight, and the edible portion 84 
percent (table 22),13 The bone, ligament, and tendon from carcasses of 
Good grade steers was 18 percent, from Commercial grade 20 percent, 
and from Utility grade 21 percent. The edible portion of lamb carcasses 
was slightly smaller than for beef steers.14 The hog carcass contains a 
smaller proportion of bone than do beef and lamb carcasses, but the 
skin from the 'hog carcass also is usually removed when preparing retail 
cuts. In general the bone and skin combined were fot'nd to comprise a 
slightly larger proportion from the hog carcass than the bone, ligament, 
and tendon from the beef carcass, but a slightly smaller proportion 

"HANKINS, 0, G., and FOSTER, M. T. APPROXIMATE PIIYSICAI. CO~fPOSITION OF THE PRIKAIIY 
CUTS FJW>< STEER CARCASSES OF DIFFERENT MARKET GI<ADES. U. S. Bur. Anim. Indus. and Agr. 
Market $~rv. 3 pp. 1940. ll'roccsscd.] 

.. J[ANKISS, 0. G., and FOSTER, M. T. APPROXIMATE PIIYSICAL COMPOSITION OF THE PRIKAIIT 
CUTS FRO'( L,UIn CARCASSES OF DIFFERENT MARKET GRADES. U. S. Bureau Anim. Indus. and A~. 
Market. Servo 3 PI). 1940. [Processed.1 

http:steers.14


44 TECllNICAL BULLETIN NO. 932, U. S. DEPT. OF AGRICULTURE 

than the bone and ligament from the lamb carcass. In the test of hog 
carcasses, animals of different weights were included.lei Classification 
by weight was used because the degree of finish in hogs tends to be 
directly related to the live weight of animals of the same type produced 
under conditions of normal feeding and management. 

TABLE 22.--Approximate cwerage physical composition of carcasses of cat/le, hogs, 
and lambs of the different grades 

CATTLE' 
-------- ---._----,.--- --..---.---------

Grade 
Components of carcas~ I Unit 

Good Commercial'____________L. _,~~ ____ Utility I
I 

Cattle uscd in tcst ....... _.••.• 1\ Number , 10 25 ! 30 6 

Averase final feedlot weight.... 1"),"I1.t~ I 871) . 880 ' 903 793 

Average cholled careMS weight. •.. do ... , 523 J 512 520 4J6 

Dressing yield •. , •• ,', •• ".... J '. rcent ';9.5 I 58.2 57.6 55.0 

Carcass (right side) as analysed; 


S~parable fat ................. do .. .. 31.0 24.5 20.4 15.0 

SClJarnble lean ................ do ... . 53.0 57.4 59.4 63.7 

Edible portion ................. do .. .. 84.0 81.9 79.8 78.7 

Bone, ligament, and tendon. " .. do .. .. lG.O 18.1 20.2 21.3 

LAMBS' 

___c_o_m_p_o_n_e_n_ts_o_f_c_ar_c_a_ss I_Unit 	 .•___ 1,"-,,-- ~oa::ner_ 
_	 l~~~;~~J_c~IUllhty' ~l~ 
Lambs used in test. •••••••••.•.• t Number i (, 17 13 4 ' G 

AVerage chilled carcass weight' •. ! Poun,l. \ ...... ,.............. ....... ........ . ...... 

Carcass as analyzed: I 


Separable fat ••...•.••••.•• , percent', F·5 ~9.6 22.5 18.6 16.21 7.1 
Separable lean ••.•.•.••.... \ ••• do.... JO.1 ,0.4 53.S 5S.2 S,5.1 57.8 
Edible ponion ................ do.... 8.1.1> SO.O, 76.3 76.8 71.3 64.9 

Bone and Ii(;'ament ......... 'j" .do.... I 17.4 20.0 I 23.7 23.2 28.7 35.1 


HOGS (INTERMEDIATE TYPE)' 
'-~-'---------------

Weight group (alive) 
~l-___·___ ,,_·___··H.. _____ 

Components of carcass Unit 2', 254 I 210-234 180-209 167-179 

_\l~ pounds Jlounds pounds
------------ ~" 

HOI. used in test............... Number 5 19 31 9 

Average Jive weight ..•••••• f' ~ "-" P011f,ds 250 225 200 175 

Average dressed weight .......... , ... do .... 1'17 178 158 139 

Dressing y,eld ••.•..••... ,.,... Percent 78.8 79.1 79.0 79.4 

Ca"cass as analyzed: 


45.0 42.2 39.5 36.8 
Separable lean ...... ' ..........do .. .. 36.7 t 38.0 39.3 40.6

'I' ...do ..Separable fat ., ........... .. 


Bone ..........................do .. .. 12.1 14.6 15.8 

Skin ..........................do .. .. 6.1' 6.5 6.6 6.8
13.31 

. ! 
------~---~~---~~----~-----

1 Abstracted from Hankins and Fo.ter. See footnote 13, p. 43. 
''fhe grades Comlnercial and Utility \, erc dcs.guated .Medium and Comm;',,,,, reapectivdy 

before October 5. I'HO, but the Handan!. fnr tIlt' gracles were not chanled. 
• Abstracted from Hankin. and :1'oster. Sec footnote 14, p. 43. 
• Live 	weight of Illmbs were not reported.

Abstracted from Hankins and Hiner. Sec footnote IS, p. 44. 


The proportions of fat and lean .in the edible portions of carcasses of 
beef, lamb, and pork were also determined in these studies. They showed 
that the proportion of fat and the grade of a carcass are directly related. 

A study to determine the yield of usable meat, and the proportion of 
lean, fat, and bone from 15 beef sides in each of the grades "AA-," 

.. HANK'NS, 0, G" anti HINER, R. L. TilE l'U\'S'\'AL ~OllI'O&ITION OF TilE DRESSEO CARCA., 
AN'O (.'UTS IN R.£I..ATfO,,N" 1.0 t.lve W1:lGH1~ (.1" Tue non O~ rN'T&JtMJ~OIA1'E TYl'£t l.'. S. Dur. Aniul. 
lllJUS. and Air. Market. Servo 3 pp.. 1943. [Processed.l 
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"A+," and "B," from yearling and 2-year old steers, was made by 
Wilson and Company in cooperation with the University of Illinois, 
the National Livestock and Meat Board, and the United States Depart­
ment of Agriculture (39 J. The bone and sinew were equal to 17 percent 
for the AA- grade, 18 percent for the A+ grade and 21 percent for 
the 13 grade, which agree closely with the results of the study made in 
the Department of Agriculture (table 23). The percentage of usable 
meat in each grade was somewhat different, the boneless cut accounting 
for a smaller percentage, and the trimmings for a slightly larger percent­
age in the carcasses of the higher grades than in those of the lower 
grades. }Jalurally the excess fat was relatively high for carcasses of 
high grade and relatively low for carcasses of low grade. 

TAllU: 23r-Avcragc weight alld percrlltO{lc of IIsab!1! /Ilcal, C.1"cess fat, amI balle 
t/l 15 stdes of sleer carcasSi!.t itt eudl oj (/cn:c grades

'----------:-----------"- -----:;:--------
Total '\'eight 1 Percentage1----------------- B 

Item 
AA- I A::~.._.I__ll_.:I__":A- A+ 
P,,,,,,ds Pounds Pot/lids Puc"", Percent Perccllt 

--1----1----
Hinllquarter ••••.•.•.••. 

Usable meat 
Boneless cuts ••• 
Trimmings .... . 

Exc~ss f:lt ~. ~ .... " 

2,763.0 
1,973.0 
1.65S.0 

318.0 
327.0 

2.501.0 
1,80·1.5 
1,513.0 

291.5 
246.0 

2,095.5 
1,552.0 
1,308.5 

243.5 
111.0 

.... ii:.j· 
59.9 
11.5 
11.8 

.... 72::2' 
60.5 
11.7 
9.8 

74.0 
62.4 
11.6 
5.3 

Ilone, sinew ........ . 
Forequarter ....• ~ •..... 

Usable meat ••.•••• 

452.0 
3.178.5 
2.507.5 

4H.S 
2.926.5 
2.291.0 

~ 4~5.q 
.... t3,7.~ 
1,844.0 

16.4 

.... 78:9' 
17.8 

78.3 

20.3 

.... ·77:6 
Doneles.. curs ••• 
Trimmll1gs •. ~ " 

Excess fM •••••••••• 

2.190.5 
317.0 
110.0 

2,015.0 
276.0 

85.0 

1,6H.0 
230.0 

22.0 

68.9 
10.0 
3.5 

68.9 
9.4 
2.9 

67.9 
9.7 
.9 

Bone. sinew ." ..... . 549.5 5oH.5 503.0 17.3 18.6 21.2 
Side (hindquarter anu 

forequarter) •..•.•...• 
Usable meat •••••••• 

Boneless cuts ••• 
Trimmings ..... 

Excess (at •..•..... 
Ilolle, siuew ...•..... 

5,941.5 
4.480.5 
3.845.5 

635.0 
437.0 

1,001.5 

5.427.5 
4,095.5 
3,528.0 

567.5 
331.0 
990.0 

4,473.0 
3,396.0 
Z,Q22.5 

473.5 
133.0 
928.0 

75.4 
64.7 
10.7 
7.4 

16.9 

75.5 
65.0 
10.5 
6.1 

18.2 

· .... 75:9 
65.3 
10.6 
3.0 

20.7 

WitS\Ht & (,:0. Inc., anu other~ (39, p. 18). 

The. percentage of bone in the primary cuts from the same carcass 
was fOllnd to vary greatly. In general, the percentage of bone. was higher 
in carcasses of low quality than in those of high quality. For hogs, the 
percentage of bone decreased as the animal increa$ed in weight. This 
probably also applies to other species of animals. In a steer carcass of 
Good grade, the bone in the loin end was equal to H percent of its 
weight, and in the foreshank 43 percent (table 24).10 Loin of a lamb 
carcass of the. same grade had 16 percent bone, and the neck 35 per­
centY In a carcass from a hog weighing 225 pounds when alive, the 
ham and full-cut shoulder had 10 percent bone, but the bone in the 
shoulder ribs was equal to 58 percent.IS 

Dehydrated ilfcat.-Some meat was dehydraterl during the war, for 
shipment abroad. The main adyantages of this process have been to 
n~dl1ce both the \'olul11e and ·weight of the product and thus to conserve 
shipping space and tonnage, and to aid in their preservation. That 
dehydrated m('at will make appreciable inroads into the domestic meat 

,. Hankins and Foster, sec footnote 13, p. 43. 
" I r~nkin~ and Foster. see footnote 14. P. 43. 
IN Hankins and Hiner. see footnote IS, p. 44. 
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TABLE 24.-Percenlage of bone in primary cuts and carcasses 01 bell #eers. and 
lamb and pork. of different grades and weights 

BEEF STEERS 

Grade of carcassPrimary cut! 
and carcasses --------~--------Choice Good Commercial' Utility' 

Prrc".' Prrcm' Perc, .. ' Percnot 
Standing rib" ••.••.••.••• 18.9 22.2 25.4 26.9 
Chuck" .••.•.•.•.••.••.•. 16.8 IS.7 19.9 20.6 
Drisket ................. . 14.3 IS.2 22.3 22.5 
Nayc\ .................. . 14.2 16.0 20.9 23.4 
Foreshanle ••••.•.•••..••. 41.8 42.9 46.6 46.5 
Short loin •••••..•.••..•.. 12.4 15.3 17.2 16.8 
,LoiJ1, end ...•. ........... 0 •• 12.1 13.6 14.7 15.4 
Round with hindshank l •••• 18.7 19.1 20.5 22.4 
'Rump •••.••.••..•.•••... 20.7 22.S 26.8 25.S 
}'Iank ••..••....••••.•..• 1.1 1.1 .9 1.2 
Carcass' ................. . 16.0 IS.I 20.2 21.3 

LAMB 

Leg (trimmed) •....•.••.• 16.0 IS.5 16.S 21.8 

Rib cut (9 ribs)' ......... 19.5 24.6 25.3 32.4 

Shoulder (3 ribs) 2 ••••••• IS.7 22.0 20.2 25.9 

Loin .•..••.•••••••.•.•.•. 13.5 16.2 16.4 20.5 

Necle' ................... 31.6 34.9 30.7 40.5 

IJreast .................. 0'. 25.8 30.3 29.9 35.6 

Carcass' ................. 20.0 23.7 23.2 2S.7 


PORK 

250 lbs. alive. 225 lbs. alive. 200 lb•. ali,... 175 Ibs. alive, 
197 lbs. dressed" 178 lbs. dressed 15S lb•. dressed 139 lbs. dressed" 

Percent Percent Prrce .. ' Ptrcnt' 
Ham •...•...••.•.•....•. 9.3 9.8 10.3 10.9 
Loin .................. .. 20.9 21.4 22.0 22.5 
Bacon ................... . ............... ........ '9:4' ......... "to:o'

Shoulder. full·cut •...•... 10.7 11.4 
Head. full·cut .•.••.•.... 30.0 33.0 35.9 38.8 
Spare ribs .••••••..•..... 36.9 39.4 41.9 44.4 
Shoulder ribs •••.•...•.•. 55.3 57.6 60.0 62.3 
Carcass ....................... . 12.1 13.3 14.6 15.8 

I The STades Commercial and Utility were designated Medium and Common, respectively, 
prior to October 5, 1940. The standards for the grades were not changed. 

, Bone and ligament. 
a Done and tendon. 
• Bone, ligament, and tendon. 
• The percentage of skin from p()rk cuts and carcasses ot live hogs weighing 175 pounds, and 

250 pounds, resp~ctively arc as follows: Ham. 4.6 and 4.8 percent; bacon, 8.2 and 6.1 p.rcent; 
shoulder, full·cut, 5.2 and 4.9 percent; heau, 16.6 and 17.2 percent. 

Abstracted from Hankins and Foster. See footnote 13, p. 43. 

Abstracted from Hanleins and Foster. See footnote 14, p. 43. 

Abstracted from Hankins and Hiner. See footnote 15, p. 44. 


trade after the war appears doubtful, although it may be used to some 
extent in areas where fresh meat is difficult to obtain. 

Frozm. M eat.-Freezing meat and selling it in frozen form to con­
sumers in the domestic market has been of minor importance. Freezing 
has been employed to some extent for fresh meat held in storage at the 
packing plant. Beef from Argentina and lamb from Australia have been 
exported from those countries in frozen or chilled form. 

If the frozen-meat industry develops after the war, processing opera­
tions in packing plants are expected to be greatly expanded as the meat 
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will need to be specially prepared as well as £rozen be£ore it is distributed. 
Preparation and freezing might also be done in cutting and freezing 
rooms of retail chains and super~markets. The special preparation will 
include cutting into retail cuts, boning, wrapping, packaging, labeling 
according to grade and weight, and freezing. To perform these operations 
in the packing plant, or at some other central point will reduce the 
services now required in retail stores in the handling of fresh meat. If 
meat is to be distributed in frozen form some modification must be made 
in the equipment used for distribution and transportatioll of the product. 

MARGIN Fan MEAT PACKING 

The gross margin for meat-packing concerns and the break-down of 
this margin into its variollS cost items, may be made on the basis of the 
slaughtering and processing functions, or on the basis of the combined 
functions of meat packing and wholesale distribution of the products. As 
meat-packing concerns also sdl most of their products at wholesale, the 
separation of the cost of these functions involves some arbitrary alloca­
tions. This allocation, however, is customarily being made by the concerns 
as they arc required to furnish information on meat packing and whole­
sale distribution separately to tht::: Census of Business, and for other 
purposes. 

AVERAGE MARGIN FOR 1939 

On the basis of meat-packing operations, the average gross margin in 
1939 is estimated to have been 21.4 percent of the wholesale value of 
the product at the plat~t, according to information developed by the 
American Meat Institute (table 25) (1). This includes an operating 
margin of 20.2 percent and profit of 1.2 percent. In other words, 78.6 
percel1t of the wholesale "altle of the products at the plant was. paid for 
th(! livestock and other farm products purchased. The gross margin that 
year was about the same as the average gross margin for the 5-ycar 

TAIH.I> 25.-Divisioll af tile w/ro/csa/e '/IIl!al dollar b(ISI'd 011 the processillg alld 
'wlwh's(llill{l fltlle/jollS eombineci, (/lid the processillU fUllettoll ollly, for lire S-ycar
pcriQIl 1936..40) (mci 19391 

~r~at packing and whole· Meat packing function 
saling functions combined ouly

Item 
S·year average 5-ycar average 

1939 1939193G-40 1936-10 

Percell I Percenl Pacelli Perctnl 
~ 4' • ., •••••••••• \ ••••••Livc<;tock cost 73.6 72.3 78.8 78.6 

GrO$'! lrt:lrgin ...•...........•••...• 26.4 '1;7.7 21.2 21.4 
Pa~'roJl5 ....................... 12.6 14.1 10.1 11,0 
gupplies~ conWmer.5, etC. . .... ~ ... 3.7 3.3 4.0 3.6 
.\h5c~IJ;"'~l)uS protc.~si"g cllStS •••• 3.5 2.7 3.7 3.0 
:\r~nsponation and ~Idivery •••••• 3.4 3.8 (.) (.) 

... '0 ......................
l a~'\cs ..... t .9 1.1 1.0 1.1 
D(°}lrC('l;1tioq ~ ...... ~ ... 0_' .......... .9 1.0 1.0 1.0 
Intcre~t •. * .. ~ .. , .. " •• ~ .............. .5 .5 .5 .5 

~Pr~fils ........ "" ........... ~ ................. .9 1.2 .9 1.2 


Total "" • ~ ~ ....... 11 " , ..... - 100.0 1 100.0 100.0 100.0
........ f' 


1 Data on the dh'ision of the wholesale menl dollar for the S·year period 1936-1940 pub· 
Ii.fwd by Amenc"., Me"t Institute (·1, (1. 18) was lbC'\ as a bas.s [or, e~t\ma(il1g th~ .d!visltJn 
or Cflsts fur the proc~s""g funCllon only for the ,,,me penOll. for cStlmulln!: the d.v,ts.on of 
Cn,IS fllr processing and wholesaling functiuns comb,ned, and for the proc"sslllg functIOn o"ly 
{<or I'lJ'l. , 

• The total cost Of transportation and delivery i~ charged to the wholcsaltng function. 

http:d.v,ts.on
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period, 1936-40. For performing the combined functions of meat pack­
ing and wholesale distribution of products, the average gross margin in 
1939 was 27.7 percent of the wholesale value of the product of the plant, 
or at oth(~r points where the products were sold. 

Reports of the wholesale meat-packing industry by the Census of 
Manufacture may also be lIsed for determining margins. However, some 
adjustments need to be made in the reported figures before they arc 
comparable with those reported by the Institute. According to the Census 
of Manufactures, which gives a composite statement of 1,478 meat-pack­
ing establishments for L939, the average combined cost of materials 
(livestock), supplies, and containers amounted to 83.4 percent of the 
value of the products (table 26) {32}. In order to derive a gross margin 
which is the diff{'r~nce lx,tween the total value of the product and the 
cost of the livestock ancI other farm products, it is necessary to deduct 
the estimated cost of supplies and containers from the combined cost 
of materials (livestock and meat), supplies and containers, ancl add this 
to the cost of processing. By doing so, the value of the purchased live­
slock call be ascertained. 

If it is aSSlImed that the cost of supplies and containers bought by 
packers in 1939 wa:.; 3.6 percent of the wholesale value of the products, 
as shown in tahle 25, thc paymcnt for li\'estock and other farm products 

TAlII.1:; 26.-Vutllc of Products: costs alld //largins b)'lIu·at-packillg establisilments1 


ill rhe {/ldh'd Slatrs, for y,'Clrs 1929, 1935, 193i, alld 1939 

YALt'F. OF PRODUCT!> (DOLLARS) 


Item 1929 1935 1937 1939 

1,000 1,000 1,000 1,000 
dollars dollars dollars dollars 

Value of products.............................. 3,434,654 2,362,369 2,787,358 2,648,326 

Co~~ of lIlatcrlill$ (hw,tm'k "ud nll'at) , suppli~s 

and contalllers .............................. Z.<l53,979 2,013,307 2,367,932 2,207,487 
r;ross m;lrgrfl .. ~ ~ . ~ c ...... ~ 4 •• -. ., • ~ ~,." •• ~ •• ~ • ~. • • *180,(17.5 349.062 419,·126 4·10,839.. 

Total elas.in(,,, ........................... .f .!40.751 197,916 240,852 274,614 
S:llarics and 1I';IIW~ ....................1 .!.!O,601 1$0,299 222,694 255,502 
Flltl .................................1 IJ,942 10,504 10,645 10,564 
I'lIr~h;t,c" electric Clll'rgy•••••••••••.•••\ 6,208 6,193 6,587 7,026 
Contract work ........................ ........ 920 926 1,462 

ToIn I not c1assified l .............. , ••• , ..... , 2.19.924 15l,I46 li8,574 166,225 
1,160 1,478~Ul1lh~r ~:~~hrnl'III~.~~~............. 1,277 1,~23 I 


\·.\I.VI~ OF PRODUCTS (PE:RCE:NT) 

Itom 1929 1935 1937 i939 

----·1---­
Percf.."IIt Perce,!l PforcllIl Pet'cc,Jt 

'tnluc of products .............. t ................... . 100.0 lOO.O 100.0 100.0 

Cost of matl'rlals (1IVt'~I<lk nnd m.:lt), supplies 

'0 :uu1 t;:ont:1:ltlcro; ...... - ...... " ............. ~ •• " • ~ .. . 86.0 85.2 85.0 83.4 

(,fO!lS nJ:lrgttt ......... '" .... , ~ .................. A ........ . H.O 14.8 1'i.O 16.6 


TOI:" c1as'ilk,1 ........................... . 7.0 8.4 8.6 10.J 

S.darlc5 nrid \\ ageS • •• * ..... " "f * •• " ...... . 6.4 7.7 8.0 9.6 
liue-l . .. "'- 1 • ~ ,;0 t t * •• , •••• -. .... '" .. , " ... . .4 .4 .4 .4 
l'urc1lil,.d .Icclric .11"'1;1 •.•..••.••••..• .2 .3 ? .2(') .~C'Llltr;tc,;t \,'vrk ... ~ ..... ~ , .................. . ~ .. ~ .. ..' ... (') .1 


Tot.ll flot cI",,,fictl' .•• , ••.• , ....... '" ..•.•. 7.0 G.4 6.4 6.3 


I lrrwlud('s [1r:pn:'~'l;'ti-;;. illt~l~:~t, i~~ur:\nccl rent taxt~, other expenses, antI profits. 
• t,es, th.1tl 0.05 llcrC~l\t. 
!Jal.. lllhtrJcteli from BUre,nl or lh~ C.II~tlS. Wholesal" Distribulion: 1')~V /2;): tTnilc,! 

Bnre;11l of the CcnslIJ,. 11I<'n!!inl ('CIl'"'' of ~r~nllfactllrcrs. Part 1, 1937. (Proe.,,'·"); ilnd llurcau 
of the CC!hU", ~lall\lf.l,tllrers: I~J') t ~2). 
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would have represented 79.8 peI:cent of the finished products. The gross 
margin would Own ha\'c been 20.2 percent of the value of the products 
compared wi th 21.4 percent as shown by the Institute. Meat-packing 
companies when reporting manufacturing costs to the Census of Manu­
factures were instructed to omit profits. If the ,lVer(lge profit of 1.2 
percent is added to the adjusted gross margin as rcp()rt~'d by the Census, 
it will equal the gross margin shown by the study of the Institute of 
American Meat Packing. 

A general comparison of the costs and margins for meat-packing estab­
lishments for the census periods 1929, 1935, 1937, and 1939 can also 
be made with the data in table 26. This indicatcs that the gross margin 
increased [rom aile census period to the I1l'Xt, during the decade, al­
though the figures for the difIerent census years are 110t strictly com­
parable. In 1929, the average gross margin was reported to be 14.0 
percent of lhe vallie of the products, COll1parl'u with 16.6 percent in 
1939. The increase in the margin was accounted for by the increased 
proportion of the t.xpenses for salaries and wages. The proportions rep­
resenting other items of co~t were fairly constant for these periods. lo 

VARIATION IN l\IARGIN AMONG CONCEHNS 

The gross margin as shown by annual reports of sen'ral leading pack­
ing concerns varies considerably. :\n important di fferencc i:; the ratio 
of cost of supplies and containers to the value of the product. This 
variation apparently is due primarily to the difference in the relative 
proportion of the different kinds of meat produced, and the extent to 
which the meat was processed and packaged. As a relatively larger pro­
portion of the pork is normally processed than beef, veal, lamb, and 
mutton, the plants that prolluce fork products in large proportions ,yould 
tend to show high operating margin. The principal processing supplies 
are, salt and other ingredients for curing mcats and making sausage, and 
contailolers for sliced bacon, margarine, lard, soap, pharmaceuticals, and 
canned products. \Vhcn meat is sold (re~h, the supplies and containers 
required arc relatively unimportant. 

Processed meat is costly to prepare, primarily because of the labor 
involved, and the added cost of supplies and containers. Processing of 
meat will the-rpfort.' incn'asc the operating margin of packing concerns. 
The following mbulation gi\'es an indication of the approximate range 
in cost of performing each of several main O]X'ratioll:) in meat-packing 
(,,,tablilihments :~O 
Operation: 

Killing and dressing beef •..•... ... . .........•........•... 
Cutting and boning .•...••........ .. , ................•.... 
Curing •...••....•....••.................•.•......•..... 
Smoking, including packaging .......... . .........••........ 
Cooking, including boning, etc. .......................... . .•. 
s.aus~ge manu facture ............. ,. . .......•. , .... . 
CannmA' ..•..... ,., .. ,........... .... . .............• ,. 
({cmicring, refining- and packal!illg fat, ..... , •.............•.• 

Per 100 pOlllla$ 

$1.00 to $1.50 
.50 to 1.00 
.50 to 1.00 

1.50 (0 2.00 
4.00 to 5.00 
5.00 to 7.00 
5.00 to 10.00 
1.25 to 1.50 

_. ili···6~:;;:~·onthe Co~t of of1er:ning meat.packing ~.ubli,hment< lIlay nIH b,· i'111), comparable fpr 
the dtlT~r.nt cetl~u~ p~rlod~. and there i~ no ~atl.fnctory way of lI1akltlg ad,u<tment5 that w.11 
n"Ur<" comparability. $ome ,changes were matle in the sthc!lule<. aryd there i~ tht; possibjlity 
that thos,< who prel'arc(l the Itldlvidual company rcports may 1I0t have IIlterprctctl the ItlstructlOns 
uniforml}"

, • .r:,u01a'ed and Yerlfied by members III the I'~cking industry. 

721468·-47-7 
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According to the Census of Manufactures, the average. wholesale value 
per pound of processed meat produced by packing cQncems in 1939 was 
higher than the average value of their fresh meat. The average values 
for some meats were as follows (32) : 

Kinds of meats: Cents per Pound 

Fresh meat .•• ,.,.,.................................................. 13.3 
Cured llleat }. -'I ••• .t ~ ~ ... _ J '...... ~ ....... 4 ............... ,. ....... ~ :0 ........ :0 • • • • •• 15.5 

Canned meat ..•••.•.••.•••.•....•••••.•.•.•..••••...•..••.•.••...•... 19.2 
Canned sausage •••.....•..•....•.••...••••••..•.•..•••••..•.•.•.•.... 19.8 
Sausage, other than canned •.....••.•...••.•••.•.•.•.•..• .••.•.•..... 16.0 

The products within each of the above groups also varied in value; 
for example, among the cured meats, pork, dry-salted (not smoked), 
sold at an average of 7.4 cents per pound; beef, pickled and other cured, 
22.0 cents per pound; and cooked hams, 30.0 cents per pound. 

ITEMS OF COS'l' COl\1PJUSING MARGIN 

Pay rolls (salaries and wages) amounted to 11.0 percent of the value 
of the product, or 5l.4 percent of the gross mnrgin (table 25),. Supplies, 
containers, elc., amounled to 3.6 Ill'rcCllt of the value of the product, and 
miscellaneous processing costs 3.0 percent. Taxes, depreciation, and 
interest combined amounted to 2.6 perct.:nt, alld profit 1.2 percent. 

Pay rolls also accounted for about one-half of the gross margin of 
the combined functions of meat packing and wholesaling of meat per­
formed by packing compimies. Transportation and delivery of products, 
charged entirely to the function of wholesaling, comprised a $ubstantial 
item of cost-3.B percent of the wholesale value of the products. The 
distribution of the margin for the combined operations of meat-packing 
concerns in 1939 was not different from the average distribution for the 
5-year period, 1936-40. 

WAGES A;SD F.FnCIENCY OF LABOR 1:-; THE )\IEA'f-I'ACKING INDUSTRY 

vVage payments in the industry, as 111easured both by the average hourly 
earning and by the average weekly earning, hayt.: more than doubled 
since 1933. The average hourly earning in 1933 wa;;; 46.2 cents; in 1939 
it was (>8.6 cents; allll in 19# it reached 92.l c('nts (table 27) (34). 
The average weekly ea1'lling was ~20 in 1933, $27.85 in 1939, and $45.42 
in 19~~4.. 

The increase in weekly earnings had three important Cnuses: increase 
in basic wage rates, (It'crease in basic working hours per week, and in­
crease in payments for overtime work which was paid for at higher 
rates pCI' hour than the base rate. The average llumber of hours worked 
per week decrea$t'd from 1932 to 193·~, remained fairly constant to 
1942, and then the ·working hours per week increased sharply. The 
increase in the length of the working week in 1943 and 1944 was due 
to the shortage of lnbor during the war. As a large volume of livestock 
was slaughtered in those years, and the labor supply was short, overtime 
payments in the packing plants increased. • 

Although the meat-packing margin has increased, the rate of increase 
has been proportionately less than the increase in the wage rates during 
the period 1919-44. Some operating costs were relatively fixed and others 
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)I;\IIIiETIXi; )IAII(HNS ANI> COSTS Fon LI\'ESTOCI{ AND MEAl' 

T,\BLE 27.-Av.:rage hours and earnings in the slallgllteri,ig a"d 11I<!at-packing 
i"duslry, 1932-44 

Year Av~rage hon... .o\v~rage 
worked per weekho\\r1y earnings 

AV~Ta&,e 
weekly carninls 

Ce>&tz Dollrlf'z 

1932 ;; ••• ".,. ...... 0:: ... \ • r II ••• II" 11.0::, •• 46.3 46.5 21.61 
1933 • II ....... ~ ........ ~ ...... ~ .......... . 43.3 46.2 20.00 
1934 40.8 52.S 21.93 
1935 40.4 55.9 22.84 
1936 
1/)17 

42.2 
41.0 

56.5 
66.5 

23.89 
27.27 

1938 41.0 68.8 28.10 
1939 40.6 68.6 27.85 
19·10 4iU G8.6 27.60 
1941 39.6 74.1 29.35 
1942 ... ~+ ........... '" '- •• ~" •••' •••• t ., 40.9 80.8 33.02 
1943 46.5 87.2 40.43 
19401 49.5 92.1 45.42 

United Slard llure:1U of Labor Slati.~tlcs (34. p. 1097). Data fQr 1942-44 from Bureau of 
Labor Statistics (Unpublished). 

increased relatively less than did labor. The efficiency of labor also in­
creased during the period, as shown by the output 'per man-hour (table 
28). The volume of output per man-hour index in 1919 (base 1939 equals 
100) was 58.8, in 1929 it was 79.1 j and in 1933 it was 91.6. The index 
reached the bfgh point of 102.3 ill 1944. 
T....BLE 2B.-Tlle volllllle of Olllplli per wage carner a/ld per lIIan-Ilollr, a/ld the IInit 


labor cost of alitPili ill Ihe meat-packillU illdllstr:)" 1919...44 

lIndex 1939 =lOO) 


Output per- Unit 
Year volume Employme"t Man.hou~s l'ayrolls labor 

\Vage earner ~ran.hour cost 

Production 

11)\9 ·.... ~ 86.8 126.0 147.7 69.0 58.8 123.0 141.7 
1920 ~ .... 80.4 110.2 129.4 72.9 62.1 120.3 149.7 
1921 ........ ~ 

75.6 92.6 105.2 81.7 71.8 90.9 120.<4 
1922 ........ ~ 82.7 91.1 108.4 90.9 76.3 84.9 102.6 

~1923 .......... 93.7 105.2 126.6 89.1 74.0 100.1 106.8 


0 .. , •• ;19.?.J 96.1 101.1 121.1 95.2 79.4 97.9 101.9 
11)25 ....... 89.B 96.0 115.2 93.6 78.0 95.9 106.8 
19~6 ...... , 92.2 94.2 113.6 97.9 81.1 96.1 104.3 

01927 0 ".,. 92.1 95.0 115.4 97.0 79.7 97.1 105.S 
1928 ·.... ~ .. ,; 93.9 96.1 117.7 97.8 79.7 98.6 105.1 

J931 

1929 ........ 9S.J 98.3 120.5 97.0 79.1 100.3 105.3 
1930 ...... 92.7 94,2 114.0 98.4 81.2 95.6 103.2 

• ... ~ ... :t 91.3 86.5 102.7 ]05.6 89.0 82.0 89.9 
1'132 ...... 86.7 83.3 97.1 104.1 89.2 65.9 76.1 

Iq33 ...... n.1 92.6 100.4 99.4 91.6 69.2 75.2 
1934 ...... 93.8 113.4 114.8 82.7 81.7 94.6 100.8 

~ ..... ,j- .. .-J935 78.8 96.4 95.9 81.9 82.2 84.2 106.8 
1936 92.4 103.0 107.2 89.7 86,2 !1I.9 99.5t' ..... ~ • 

1017 ...... 89.2 105.4 t06.5 84.7 83.B 104.8 117.5 
1938 ...... 94.8 99.8 100.8 95.0 94.0 101.4 107.1 
1939 (0·'·. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1940 , ..... 110.2 109.0 107.9 101.1 102.1 108.1 98.1 

19·1\ ....... 117.9 119.4 116.5 98.7 101.2 127.1 107.8 

1942 ......... 138.3 142.9 1-\4.0 96.S 96.0 170.5 123.3 

1943 0:: " 0:: ~ 151.7 136.6 156.5 lll.l 96.9 200.1 131.9
I!lH ·~ ..... 162.8 130.6 159.2 124.7 102.3 216.1 132,7 - -,..-... -t;ll\tcd Slatts Bu(cau of Labor Statistics (N, p. 109~). Data for 1941-14 from United Statu 
lIurctltl of Labor Statistics, Productivity and ellit Labor Cost in Selectod Manufactndng' lJl' 
uuslrie5, 19394·1, I'. 6, ~lay 1945. (I'rocess~d.) 

The l1nit labor cost of production has varied from year to year but 
:hcrc wns no appreciable incrcas(' in the trend between 1922 and 1941. 
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The inde.,,< of production and the inde.,,< of pay rolls have followed about 
the same trends, Thb indicates that the efficiency of the labor employed 
during that period increased at about the same rate as the increase in 
wage payments, Year-to-year fluctuations in unit labor cost were caused 
either by variation in the \'olume of production or by changes in wage 
rates. Since ENl, pay rolls have increased considerably more than pro­
duction; hence the unit labor cost has risen sharply, reaching an index 
of 132.7 in 1<J+L The nUl11ber of wage earners in the industry increased 
during this periou but the output per man-hour decreased from an 
inucx of 101.2 in 1941 to 96.9 in 1943, but rose to 102.3 in 1944. 

\Vhl'lI the cost of labor per unit of output increases it may be offset 
by thc indu:--try in one of three ways: (1) Lower prices may be paid 
for lirc:-.lock, (2) higher prices may be received for meat and other 
products, or (3) smaller profits may accrue to the industry. U ( these, 
except (or tl'l1lporary periods, reduction in the price pa' d for livestock 
is the most probable. 

The increase in the efficiency of labor employed in this industry was 
brought about primarily by the greater use of machinery for performing 
rnan)' ot thc procl's"ing operat:ons, by improving the quality of the 
ma,'hil1!:s, ilnd by rt'llc~igning plants to eliminate lost rnotion. The use 
of power trucks for moving meat and other products between depart­
ments han' l'l'dl1Cl'U the lauor and maue these tasks less strenuous. 

::\[t'd1tlllintiull h, being applkd to a greater extent in the slaughtering 
and proces~ing of pork than of hed, Yeal, mullon, and lamb. This in­
vol\'es improvement in the machines and equipment invented long ago, 
as wdl a$ the d~'vl'l{)[llllent of Ilewllltlchines and new processes. l\[achines 
for cleaning ami delmiring hog carcasses have been greatly improved. 
Power :-:aws and mcchanical knives have replaced hand saws ancl ordinary 
kniv...:; ill the CUlling rooms to a considerahle extent. The de\'elopment 
of IWW machines and the ill1pl'Ovel11l'llt of old OIWS ha\'e sayed labor in 
making :-:au:;;agc and other prepared mealS, and in making lard alld other 
silortl'lIillgs. l{drig'l'raliol\ systems ha\'e been improved and this has 
SlJt'('dl'll lip the chilling process and reduced shrinkage in the cooler. 
Special ultra-iioll't lamps ha\'e been installed in cool ... rs to protect meat 
from mohr an~l oacll'da whl'n held at temperatures which tenderizes 
nwat at a morc rapid raj(,'. Xcw techniqm·s of curillg anc! smoking meat 
that n'([uire less timc han: been developed; they have not only speeded 
the {ll'OCl':--S but have also decreased losses resulting from shrinkage and 
surface spoilage, 

The Spl'l'ializalioll (J f jobs in the plnnt and the introductiOn of incentive­
pnymcnt plans ha\'l: abtl incn.:a:;ed the productivity of labor. The most 
Cullllllon incl'l.llin.! plan ill this indu:;try is the production-bonus system 
of wage paymcnts. In a study made in 1937, it wa!l found that nearly 
())ll'~Iol1rth of the workers inclntled were employed on this basis (34). 
The prodl1cti()l1~bonus \\'(,t'ker$ were employed in ·10 of the 1,GOO estab­
Ibhments included in the study by the Bureau of Labor Statistics. The 
.straight-timc plan, which guarantees to employees 52 equal wcekly wage 
p,l)'llll'l1ls in return for a predesignated volume of work for the year, 
has Ill'l'll tried with somc success, The primary purpose of this plan is to 
stabilize employment and to hold to a minimum the loss of skilled work­
men to otl1l'r intiuslri<;,s, 
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PROFITS IN TIlE MEAT·PACKING INDUSTRY 
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Profits or earnings of the wholesale medt-packing industry arc small 
per unit of product. However, as the aggregate volt1111e and the total 
value of the products handled are large, the average return on investment 
has been more favorable than the n.arrow profit margin on sales would 
suggest. The earnings reported by packers arc for their entire opera­
tions and include the income from all sources, such as poultry, eggs, 
lJutt<.'r, ch('('se, !ihortt'ning, and various other products and byproclucts as 
well as from meat. Profits also include their wholesaling operations and 
th<.'ir blaught<.'ring and processing operations. The unit margin on meat­
packing op('rations alone probably arc smaller than from the handling of 
50ml: other products and from some of the other operations performed 
by meat packer:., 

T.\III,P' 29.-l'rofits 	of slal/olilentlO nud nOllslalloh/erillY IIIcal-pacJ... iIlO COllcenlS 
/IIISI'd all Iwl ~t!"rf" (!I:d 0/1 sales, 192.5-43 

Sr,Al'(1f{1'ERl!'iG CO!'iCERXS 
,_ H 

Profit on Profit all'Net Sales f7r0~t' net worth I salcs1\\orth .. --~- ----
I,l/OO 1,000 1,OaO 

.i'iumber lJ,,/lurs Dollars Dollars PUCf/lt Percent 

339 S:!1,714 3,4(,·I,'Ig2 4r"fill 5.7 1.3 
1~25 • • 11 ••• , •• " ~ ............ ,. 


381 ll·IU,·I74 .\,40~.')91 42,867 5.1 1.3 
1\126 ·.... ~ -,. .. ~ '" ~ ..... .., ... 

8J"t)45 J.4'/O,lJ07 	 18,7% 2.3 .5 
tl)~7 • ~ ~ .............. " .. "' j- •• " • 

·106 

4/.7 8J9.632 3.665.768 48,175 5.8 1.3 

1928 ...... " .. ~ ........ "' .. .........
~ 

587 855,415 J,S4S.119 39,906 4.7 1.0 
* • •••• ~ .... 


1')30 ... .w, .... . , .. ~ ....... 
1~29 .. * * ~ ... it ~ • t 

686 SIl7,II9 3,617,783 32,463 3.7 .9 

t~31 ••••••••• t. ....... ~ 670 8.15,362 2.710,048 '-17,945 '-2.1 '-.6 
(,26 7111,016 1,9(00,564 '-6,457 '_.8 '-.3 

1931 .... ,.. ................. , 
 26,392 3,4 1.4 
1'/:13 J _ ••••• ~ ..... "' .... ~ ...... 629 7(.5,712 l,8l>7,461 	

1.6108 726,038 2,284.978 36,054 5.0 
614 697.352 2,784,9W 37.376 5.4 1.31'114 .. , .... .,.,.,. ....... " . 


1935 ·...... '" ........ ~ ............
~ 3,021,293 32.')29 4.6 1.1 
1916 ......... « ............ 51\9 i08.249 


585 iUAS9 .1,297,503 21,776 3.1 .7 
1937 '+ ...... 0- ~ ~ .............. , •• 


~ ~ 	
700,501 3,044,648 '-3,999 '-.6 '-.1" ...... ............... 	 595
1'118 .. ' C,21 	 37,136 5.3 1.2701 .• 1.17 3,075,462 

, , ........... it .. ~ •
1'1.11) 	 1.360·1 7JI,473 .1.158.345 42,197 5.8 
~ ~ 

740,403 l',U(.;.'13 64,610 8.7 1.6I'J·IO .. , , ......... ........ 

19·11 ........ .,. ........ -.. ~ . "2J 	 1.2
(,Il, 779.348 5,780,817 67,341 8.6
1').12 .. , ,. " ,. ..... , ...... ' . 	 1.2~ ~ ~ 

78.1,108 b.180,729 	 71,840 9.2
I'ln 	 [041 !· .. •.... ·'1 

----• .,---.__P-...... 

~()"~I.Al"GJ(TgRI:-:G CO!'iCERNS 

-.. .. ..~-, ..,,~ ....~ 

5.2 .. ..... I 
175 116,55-\ 

r .HJ,OOG 17,947 15.4\ 
~ ~IlJ.n 

1926 	 • ~ .. 1< .... 
1f)7 1·1'l,H2 ,10110,876 16,162 10.8 4.7 

~\l5 ).\2,827 377,Ull? 19,502 13.7 5.:! 
,. <I ~ •••• ;1'1.17 	 5.121:1, 154,074 4.12,119 22,029 14.3

1'128 ...... ,..+ 


l'1.!9 ......... -t 4.6
2H lfA.SltS 4·1;,230 25,836 15.7 5.8 
~ ~ 

2';1) 1 171,821 317,734 17,533 1 10.2 
l'Jl0 ...... ~ ~ 'I 	 1.6,.H7 2~I,805 	 288.857 4,i58 l 2.1 
\9.11 :42 1I0,Utl 22f.,3J6 '-I,43U '-.9 '-.6 
)'112 ... ~ * • ~ • 	 5.0 3.6~,Il t 55,890 216,231 7,80.J............
I'ID 	 3.8, ':Il . 1510,534 258,033 9j7~5 6;2
1914 155,187 305,33 I 12.008 7.7 3.9, ••• ~ t 

~I/) \5 ........ 2.\1 I 	 4.8 

1916 	 ....... 22h 181.2.l.J 396,255 19,004 10.5 

3.1 ...... _ ...... 223 j 158,%5 302,768 11,098 7.0 
1937 	 6,008 3.9 1.7I 'i4,2:;.1 ,1.4,333
1938 ......... 2~O 	 10.8 4.4
15,428209 142,.187 351,850
19l? ....... 	 5.0


211 136,~4S 4,'6,272 20,289 14.8 
•••• 1 • ~1'1.40 	 23,305 16." 4.920(. 141,731 .177,780

l'HI .... ~ .... 13.4 3.5 
11/,42 ... -+ .... 3.1191) 151>,397 5Q9.025 20,937 

~ ~ 197 	 1012,567 518,7 \0 16,147 11.3 
1'143 	 ... .. .'f ~ .......... ,. ... t 


I 

I ;\£t~r payment of Interest and t3Xes. 

lI.o"i..'i. 

[tWffi nnn'lil.l rrl'lIrt~ "f II1r~t parking ~onccrn8 submitted to the rniled States Department of 

~\iriqulture In connection wllh the administration of the Packers and Stockyards Act. 
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In 1939, total sales of 621 meat-packing companies that slaughtered, 

aggregated $3,075,462,000 (table 292.21 Total net profits (after taxes 
and interest) were $37,126,000 or 1.2 cents per dollar of sales. Net worth 
of these companies was placed at $706,137,000. Earnings on net worth 
that year amOtl11ted to 5.3 percent. Net profits were ascertained by deduct­
ing from gross earnings the pnyment of all expense of operation, interest, 
depn~ciation, reserves, and taxes. 

The meat-packing industry made profits in 16 out of the 19 years 
Juring the period 1925-43. Losses were incurred in 3 years during that 
period. Eased on sales, net returns ranged from 0.6-percent loss in 1931 
to l.6-percent profit in 1941. H.eturns on net worth ranged from a loss 
of 2.1 perccnt in 1931 to a net proiit of 9.2 percent in 1943. Obviously, 
net earnings or profits in any given year vuried considerably among 
individual COncerns. Some concerns are likely to haye losses in good 
years, and other concerns will make profits whcn the industry as a whole 
shows a loss. 0 f the 910 meat-packing corporation,> submitting reports 
for Federal income purposes to the United States Bureau of Internal 
Hevcltuc for IV39, 563 corporalions rcported net incomes (profits) and 
3·f7 reported no net incomes (no profits) (33). 

The rate of earnings of nom;laughtcring packing conccl'IlS for a period 
in the past has a\'(~raget1 considerably higher than for the packing con­
cerns that slaughter, In (Jnly 1 year ill a period of 19 years did this 
gl'OUp of concerns show loss inslt:at! of gain, That was ill 1932 when the 
loss was 0.9 pel'cent, ba:ied on net worth. :::\ t,t IJrufit based on net worth 
in the otiwr )'l'ars rang~'d from an <1\'cragc of 2.1 percent in 1931 to 16.4 
percent ill 1 V4 1. A \'crage return::; on sa!t'3 rangell from a loss of 0.6 
percent ill 1932 to a profit 0 E 5.S percent in 1929, In 1939, the year used 
as 11 base ill this study, the llt,:t prolit based on net worth was 10.8 percent, 
:tnd on s:.tles ·k4 percent. 
~ l't pro/its of packing concerns per hundredweight of livestock, or 

per hundredweight of <Iresscd n1\.'at, arc small on the average. In 1939, 
lhl' un'rage lwt profit per hundredwcight of 1i\'(;stock was 15 cents, and 
per hUllClt·l'chvL·ighl of dressed meat 24 ceJlt.~ (tllble 30). Since 1925, 
tlw highest anllllal aye rage net profit pCI' unit of product was in 1941, 
naml'iy 36 cents !)cr hundredweight of dn'~~ed meat. The margin per 
unit was nearly as high in 1942 and 19-f.3. The greatest <twrage 1055­

12 cents I)t'r hundredweight of dressed mcat - occurred in 1931. 
LOSSl'S wert' also incurred by induslry in 1~J2 anti 1938. 

'fhe Hvcrngt: profit of meat-packing concerns that slaughter, classi­
fied according to their kind of operation and size of business, for the 
5 years, 1936-40, mar be noted in table 31. In 1939, the 4 largest gen­
l'ral packing COJ1ccrns made a total profit of $21,872,000. '111is was 
l'qual to an an;rage Ih'ofit o( ·L4 pcrcent un net worth, and 1.1 percent 
011 sllles. The 6 parking companies with net worth ranging from 
$4,000,000 to $20,000,000 had the highest profits of any grou(J, namely 
9,7 pcrC('llt () f net worth and 1.9 percent on salt'S. In gencral, the packers 
that handled only onc ~pecics of livestock that ycar had average profits 
that wcre lower than those of the general pnckers. In 1938, SOl11e groups 
of meat packers had losscs whcreas other groups macle proiits. A large 

• 


• 


•

'I !-lumlllary of repor(q submitted by mcal.pnckihg coneenlS to. the United StOles Department of 

Agriclliture in COnJlectioll with Illt' ailll1in;'IJ'n/inll flf th~ l'ack~rs and Stoclyal'l!s Act, 
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• 
packing company that operates several plants will probably find that 

earnings of individual plants vary considerably. Some may make profit 

and others may incur losses within the same yenr. . 

TABLE 30.-Average profit per 100 poullds of livestock alld of dressed tII~at recewecl 

by meal-packillg eOllccrtls doing slallgil/crillg, 1925-43 

"\ycragl! profit per 100 llounds of-
Concerns

Year reporting Livestock' Drc<sed meat I 

Number Celiis Cenls 
339 20 32 

<I ~ ~ ••••• f •• t , ••••• , .......... ;0 •••••• I
11)25 29
~ ~ •••• ~ ••••• II- •••••t •• f "' <I •• I ......... 

383 18

1926 13
1927 ~ , ... <I • , t • ~ t ••••' ••••• + +............... 406 

20
8 

32

1928 • _ ••••• , • It ••• 'f • .- ••• ~ •••••••••••••• + 467

587 17 26
1929 , •••• 0 ..... " •••••••••••••• ", •• ,.· ••• 

686 14 23
1930 ••••• ' •• Ii .........................

 , 

670 '-8 "-12
1931 •• , •• t." ••••••••••••••••••••••• , •• 

026 =-3 '-5
1932 ·"'.··t· .. • ..... ·.·· •• , ···• ••.. · .. ·,··· 629 11 17
1933 ••• II ••• ~ •••••••• ~ ..... ,. •••• 24• ......... j
·.~ , .... " ............ , ..... ~ ... ., .... 608 IS

1934 32614 19
1935 -. ...... 0- , ,. ~ _ ••••••••• " t •••••••••• t ••• 

14 235891936 ................. l •• ;.' •• ,* ••••••••• ,,· 
10 16


' 585 '0}IQ37 ·... ~ .. , .,................. , .......

1938 · , .. ~ ~ ~ ......' ~ .. , ................... 595 '-2 "-3


621 15 24 
•••• j • , ••••• , • ,

~ •• <I , •• j1939 • ..... , • , ••••• -. 24604 15
••• " ••••••••••19,10 • .......... ~ •••••• , •• t 36 


• t , ••• " • ~ •• ,. 'I .. <\ ..... 
623 22 

• ••• I ••• ~ •••••• I194 I 616 21 34
••••••• , ••• , •• •1942 .4 •• ·' ••••••• • •• ,· •• , 21 34 

•19·13 •• ~ • , ft •• 4 • , • t j •••••••••• , I ••••••• 6·1\

-----_.-
I After payment of interest IIlIU tal<es. 
, Loss. 
TIns.d on consoliuntcd re(lorts of lIIcat'llackinll conccrns filed with the United States Department 

of A~nclt1turc in connection with the administration of the Packers altd Stockynrus Act. From 
1941-43 froUl American Meat lnstitu!e (Un.

Amertcan .Meat Institute (1, p. :;S). Data for 

published).


'Incomes to nonslaughtcring concerns reporting to the United States 

Department of Agriculture, are .cIassi fied into 4 size-groups, for the 

s-year period 1936-40 (table 32). The smallest group had net worth 

under $1,000,000 and the lat'gest group had net worth over $20,000,000. 

Large nonslaughtering concerns were relatively few, as more than 93 

percent had net worth under $1,000,000. 

The average earnings for each of the nonslaughtering packing groups 

showed a profit every year during this period. The larger concerns gen­

erally had higher average profits than the smaller ones. For concerns 

in the group with net worth over $20,000,000, profits based 011 net worth 

ranged from an average of 2.2 percent in 1938 to 21.0 percent in 1940. 

Earnings for the group with net worth from $4,000,000 to $20,000,000 

varied from an average of 7.5 percent in 1938 to 11.1 percent in 1937. 

Concerns with net WOrth tinder $1,000,000 had average profits based 

on net worth from 3.9 percent in 1936 to 7.4 percent in 1939. Average 

profits on sales for the group of the largest nonslatlghtering packers 

ranged from 1.7 percent in 1938 to 13.6 percent in 1940. Concerns with 

net worth under $1,000,000 had average profits that varied from 0.8 

• 
perccnt in 1936 and to 1.4 percent in 1939. Information is not available 

as to what business other than meat packing the nonslatlghtering packers 

engaged in, but it is probable that the high profits of these concerns 

may havc been partly contributed by such other business. . 

That processing operations are more rem1,.l11erative on an average than 

:,laughtering operations is the conclusion clrawn from a comparison of 
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TABLE 31.-Number, ut'l'ragenel worth, salt·s, ana profits oj meal.packillg C(llzc('ms slallglzh'rhzg livestock, classified by kind oj operation and si:;e,1936.40 Vt 

I 0\ 

I
i Concerns Sale~ l'rofit on net worth 


and !let worth 

______________• 1936 '193/ I~~ 1939 ~~I 193~_1' ~~~- L-iQ-'1-S--'--1-93-9---'--1-9~-0- 1936/1937 • 1938 


Kind of op~rati(ln 

193911940 

o ~ Num· Sum· N,"n· Sum· Yum.' l.nOIJ 1.(}OO I 1.000 f J.OOO 1.000 pn-·I Pa. PO" P.r· I Per. 
ber brr ber IJrr bu dollar,-! dollars ' dollllrs I dollars dollars. unt ((ml ,-~nt cent 1 cetltGeneral packl'rS! . !:, j " z 

S20.ooo.000and o'w•..•••••••••__ 4 4 41 41 5 i 2,Om.607 2.HS.129! I.Q4.1;J<J! 11,920.209 1.068.012 ~<Q .1 8 . -16 i 4.4 j 5. n 
S4,ooo,ooo to S20.000.ooo. __ •.••••• 6 6 6 6 6! 285.599 317.139 I :;01.5110), 310.748 ;..264.148 3.9 2.8 I 9.7! 9-.31$1.000.000 to S 4.000.000.......... 22 U 21 22 2.1! 182.612 210,780 1 Il).t1S7' 191.419 r"
177.643 5 0 II! 5 8 I 5 1 5.Un\ler 51,000,000•••____._•.•••••_ 306 .116 333. 355 340: 297.1)1)7 .;36,669. 340.8.;5 .167.274

Pork packers: .H3.048 3.5 2.6,4.2 i II 4 7I" ;:: 
SI.OOO.ooo and ove'-.............. 12 10 I 9 ; 9 ' 9 75.391 70.841, 58.430 65.731 
 60.696 f 1.-' -\ 8 :-2.8 ; 8' 9.4 r:Under Sl.()()I).OOO................. 44 34 36, 39 35 51.8S.! 52,835 54.86.1 1 59,833 

Beef packers: Under SI.ooO.OOO.....____j 77 13 68 I 75 77 55.397 66.5~8. 7.3.559, 78.573 44,185 1.6 S I -.11, 76 i to.5 ~ 86.720. 86, () II ,-6.6; 6.1, 7.2 ..,Mutton packer~: Under $1,000.000.... __ 6, 1 . 6 • 4 1 5 • 350 I 367 316 i 2.218 2.924 I 8.3 9.5! 6.~' 6.3! 16.6Be.fand mlltton packers:Under $1 ,000.000 112 j 111 I 112 I 107 I 104 I 67,487 I M,195 , .6.877 I 79,457 Z
80.869_i~~~:_..~.:.~..J_~ zTotaL.._.......___...........!5891585j 595 """62l16o:li 3,021,293 13..i97.503,3,044.648 i 3.075,.162 I 
3.158.3~5 4.6: 3.1: -.6 f 5.3: 58 ? 

1 i'.' 

~ 

-~I Net worth l =-:et profits Profit On sah's 
and net worth 

Kind of op('ration 

l-I-9-3-6-1-1-9-3-7-:--1-9-3S--Ci-1-9.-39--,-1-940 !I!I~'-~J_~~~.J 1939 ~~~,~Q~~J.:~s..! 19.19 I~ != 

t; 

~I 1.000 1.000 1.000 I 1.000 1 1.000 I.noo 1.000 1.nOO 1.000 J.nOO 1 p,.,.. : Pn-. j ]'". : Per. I Per. 
dollars dallars dollars! dollars ,dollars dollars dollars dollars dollars dollars I aliI ' tenl ! cellI cellI' cent ~ 

General packers: i '. 
1 oS20.000.000and owr•• _____........ 501.453 504.176 495.773 496,687 526.921 24.800 19.325 -7.933 21.872 27.217: 1.2, 0 Q !-0.4 1.1' 1.3 


54.000.000 to S20.000.000....._____ 57.389 60.553 60.597 59,902 48.266 2.265 -198 1.671 5.S29 ·1.669 I .8 I - 1 I 6 1.9' 1.8 
SI.ooO.OOO to S 4.000.000...__ .. __ . 46.211 ~8.544 43.850 42.680 43.581 2,332 522 256 2.165 ~.468 I 1 J 2 I 1 1.1 1.4 :-­< 

Under SI.ooo.ooo._.....~.._...... 
II 58.144 58.372 60.621 63,138 63.111 2.038 1.535 2.530 5.281 4,531 I .7 j .5, •i 1..l 1.2 §Pork packers: I ; ,

SI.ooo.ooOand over. ..______....__ 19.871 17.526 15.868 16.875 15.500 300 -311 -439 130 1,456 .4 -.4 l - 8. .2 2.4 n 
Under SI.ooO.ooo..... __...._..... 10.337 8,599 9.350 10.645 8.893 57 65 -77 813 936 .1 .1 _ 1 I 1.4 2.1 c: 

Beef packers: Under SI.ooo.ooo........_ 5.9H 5.806 5.280 7.335 6.512 511 567 -35 449 471 I .9 .91"',6 .5 r" 
Mutton packers: Under SI.ooo.ooo...___ 1081 105 94 269 302 9 10 6 17 50 ~ 6 2.7 1.9 .8 L 7 
Beefand mutton packers Under$l.ooo.oo0 8.789 8.808 9.068 8,606 8.2871 617 261 22 570 399 .9 .3 '1.7 .5 8.., 

TotaL____......._.. ___•._.... 708.2491'12.489 700.501 706.137 721,473 32.929 21.776 -3.999 37.126 42.1971~---:-7I-=-:-lrl~2113 
t:i 


1 The net worth used is the average of the net worth at the beginning and close of the year. 
, Less than 0.05 percent. • 
From consolidated annual reports of meat·packing concerns filed with the United States Department of Agriculture in connection with the administration of the Packers antiStockyaras Act. 

http:si:;e,1936.40
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MARKETING lIAItGINS A'ND COSTS FOIt LJVES'l'OC~ AND MEA'r 

TABLE 32.-N!lmber, average, net worth, sales and profits of nonslallghterillg 
meat.packing concerns classified by size, 1936-40 

ConcerllB' '. Net profit I 
Kind of IJpenltion 


and not worth I \' I I I 

__-------1-1-0-36 ~ 1038 ~"::~~,~3~ ~3~~ 10~0 

Num- Num- Num· Num- Num- 1,000 1,000 1,000 1,000 1/)00 
btl' ber btl' ber ber dollars d.I/",. dol/'If' dollars dollars 

Over lICO,OOO,OOO..... .. ..... ' 3 2 2 2 2 14,122 {,n3 1,782 10,315 14,314 
From 14,000,000 to $20,000,000.. 3 :I 3 3 4 2,924 3,·1\0 2,325 2,537 ;j.3~9 
FrOln $1,000,000 to S 4,000,000.. 11 11 8 U 51 886 1,370 657 546 512 
UlldQrSi,OOO,OOO............. ~-='O2.._:~~ lOR ~_\,~':' 1,530 1,244 2,030 2,114 

TotaL....... .......... 226\ 223\ 220 ZOIl 217 1U,004 11,008 6,008 15,428 20,289 


Net worth I Profit on net worth 
KtII(I 0rnpt:r:l t'Ion 

and Mt worth I10~.~i~I~~ 1939 1040 

I 

1036\2~ ~II030 L1040 

J,nOO J,OOO 1,000 1,000 1,000 Per- P,,- Per- Ptr- Per­
dul~lrI dul/'Ira dolltm doll"TI dollara cellI cellI cellI cerl ' ccnl 

Over $20,tfuO,000 ... ' . .... ,'. 10,1,114 80,475 79,096 73,807 nQ,306 13.6 5.0 2.2 1-1.0 21.0 
f'roln $4.000,000 to $20,000,000, 20,001 30,855 30,826 30,085 32,2()3 10,1 ILl 7.5 8.4 10.4 
From $1,000.000 to S 4.000.000., 20,882 10,008 15,227 10,938 7.504 4.2 0.9 4.3 5.0 0.7 
Ulllier 11,000,000.............. ' 27,236 27,727 28,205 27,467 28,8,12 3.9 5.5 4.4 7.4 7.3 

-~ -- --- --.-- ---- ----------Total .................. 181,233 15S,9G5 IM,2M 142,387 130,045 10.5 7.0 3.0 10.8 14.8 


I Profi t on Bales 
iCind of op',mtion /---.,----,----:----,----1--.,---,----,--,..--

Sale8 

and net worth I ' 
"'__________/._1_03_0_~~~1~~~~~~ 

1,007 1.000 1.000 1,000 1.000 l'er- Per- /'er- Per- Per­
dolla.. dol~", dollll" dolla" dolla" cenl cenl cenl cenl cent 

O\'r.r 120,000.000, •• ' ........ '" 154,076 80.640 103,710 \13,328 105.108 0.1 5.3 1.7 0.1 13.6 
~'rom ',1,000,000 to S~O.OOO.I)OO.. 51,b18 56,717 58,670 6:3,201 lJ2,934 5.7 6.0 4.0 4.0 3.0 
From $I,(){1O.000 to $ 4,000,000.. 51.H3 55,785 39.632 27,705 17.762 1.7 2.5 1.7 2.0 2.9 
Under 11,000,000............... 138,31M 100,020 152.312 147,556 170,468 .8 1.0 .8 1.4 1.2 

Tot.al ................... 306,255 362,768 3M,333 351,850 406,272 4.8 3.1 1.7 4,4 5.0 


I Tho net wurth IL'lcd in tho Ilvemgo of tho nut worth at tho beginning and oloae of tho year. 
,~'rorn consolidated alillUal r~p()rt. of meat-IJUekilig concerns filed with tho United Stales Department of Agriculture in 

cOllneotion with tho admililstr.tion of tho P.lckers and Stockyards Act. 

the profits of nonslaughtering and slaughtering concerns. The fact that 
packers who slaughter livestock for their own account also do more or 
less processing apparently is to their advantage. Furthermore, the amount 
of processing done by individual slaughtering concerns varies, It also 
varies among individual plants operated by the same concern. The rela­
tionship between the amount of processing done by a slaughtering con­
cern and its profit cannot be ascertained from the data available in this 
study, 

MARGIN AND COSTS FOR WHOLESALING MEAT 
\Vholesale distribution of meat involves the sale of products in relatively 

large volume. A large proportion of the meat sold wholesale goes to 
retail dealers who, in turn, sell to consumers in small quantities. Meal 
gen~'rally bought for the hotel, restaurant, and steamship trade is obtained 
in Wholesale and jobbers' markets-usually hOlel supply houses. Packl:r:; 
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also sell considerable quantities of fresh meat to special processors for 
making sausage and other prepared meats. Although packing concerns 
sell at wholesale most of the -meat they produce, the cost of marketing 
meat at wholesale is being considered in this report separately from the 
cost of slaughtering and processing. 

Beef is generally sold at wholesale in quarters, although some is sold 
as whole carcasses, or as wholesale cuts. Veal and lamb are mostly sold 
as carcasses, but pork is sold as packer sides or wholesale cuts. Fresh 
edible byproducts are sold wholesale in suitable containers. Sliced bacon 
and rendered lard may be put up in consumer-size packages at the packing 
or other processing plant and sold to retailers in wholesale quantities. 

Fresh meat, being highly perishable, is usually moved quickly under 
refrigeration, and is handled carefully to prevent deterioration. Cured, 
canned, and other processed products are not So perishable, and some 
are transported and distributed without refrigeration. The fact that large 
quantities of fresh perishable meat products arc consumed in areas widely 
separated from the place of slaughter and processing iilcreases the prob­
letn of transportation and distribution. 

METHODS Of' OPEHATION t\ND SERVICES PERFORMED 

The wholesale distribution of meat is largely carried on by meat-packing 
concerns and by nonslaughtering processors. The sale of meat by packers 
may be made through the wholesale departments at the packing plants, 
through the packer's branch houses, by car routes, by truck routes, and 
through jobbers and br()kers. A packer may employ several of these 
methods. Local packers generally lise the wholesale market at the plant 
for disposing of most of their meat. If they distribute to other com,.. 
munities they may also opcrate truck rOlltes. Regional and national 
packers, in addition to distributing nICat frOI11 the wholesale department 
at their plants, sell through their Own branch houses, by car routes, and 
by truck routes. 

VAIMOUS METHODS OF WHOLESALING 

When meat is distributed from the wholesale clepartment at the pack­
ing plarlt the dealer gellcrally makes his sekction at the cooler but to some 
extent he orders meat by means of telephone. By selecting meat after 
examination a dealer is more likely to obtain the kind of product he 
wants. This apparently is not so important as it used to be, however, be­
cause more of the meat is now graded and stamped by official graders and 
the dealer is assured of reasonable uniformity in quality when he buys 
according to grade. Some meat also is sold under the packer's brand 
which indicates the quality. 

Branch houses are usually found in cities having a population of 
50,000 or morc. Most of them are operated by the larger packing con­
cerns. The four largest packing concerns had a total of 826 branch houses 
in 1939 (36). This is a substantial reduction from the 1,000 branch 
houses operated by the five large packers of 1916 (5). Seyeral other 
relatively large packers who distribute over wide areas operate some 
branch houses. The proportion of the products marketed through branch 

• 
• 

• 

• 
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• 
houses, as well as the number of branch houses, was decreasing before 
",,"orld War II, and larger proportions of the products were being dis­
tributed by means of truck routes and car routes. 

Branch houses receive their products from packing plants in the form 
of carcasses, sides and quartets of carcas~(;s, wholesale cuts, and other 
packing-house products, usually in carlots. The meat is transported from 
the packing plant to the branch houst' in refrigerator cars, or in refriger­
ator motortrucks. Each branch house has its own manager, office force, 
sales and delivery organization. The method 0 f selling at a branch house "" 
is rather similar to that employed at the wholesale market at a packing 
plant. The retail dealer may visit the branch-house cooler to select his 
products, or he may place his oreler by telephone or with the packer 
salesman who call~ nt his store. Some processing may be done also at a 
branch house. 

The car-route system is designed to supply dealers in the smaller cities, 
towns, and villages along railroad lines with packing-house products in 
less than carlot :.hipments. Refrigerator cars are loaded at the packing 
plant ami moved on:r established routes at scheduled periods. Stops are 
made at designated towns for unloading the products perviously ordered 
by dealers. 

• 
Truck routes have replaced car routes to a considerable extent in 

recent years. Sale is mosUy to retail dealers in town and cities. Motor­
truck transportation has certain advantages over rail distribution of meat 
in that definite routt'S and schedules do not need to be followed, and 
deliveries can be made directly from the packing plant to the retail store 
instead of at a railroad station. In addition, there is the so-called peddler 
truck operated by a driver-salesman who sells in small quantities from 
a stock carried in the truck. 

\Vholesalers, jobbers, and agents or brokers sell mostly to retail meat 
dealers, restaurants, hotels, and institutions. Packers who do not have 
branch houses, Or who do not operate car routes or truck routes, may 
sell some of their products through wholesalers and jobbers. This method 
of distribution is also used by a packer for disposing of products in a 
city where he does not maintain a branch house, or which is not serviced 
by a car route or a truck route. Such agents or brokers distribute the 
product from the refrigerator car to retailers and other wholesale buyers . 

..:\hout 01l(,.'-fourlh of the 1,064 nonslaughtering establishments reported 
by the Census of Business in 1939 were operated by meat-packing com­
panies that slaughter and three~fourths by other concerns (table 33) (30). 
The slaughtering mcat packers who also operate nonslaughtering process­
ing plants may di,~tribute the products from all their plants through the 
same outlets. ~in('ly-lwo percent of the products of all packing con­
c('rns (slaughtering and nonslaughtering), having a combined value of 
$2,8<)3,616,000 in 1939 were produced in and distributed from the 
slaughtering plants . 

• WHOLESALING BY LARGE PACKING CONCERNS 

Tlle methods of distributing meat and meat products by 8 important 
pac:cing companies in 19.35 was reported by the Federal Trade 
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Commission.22 These concerns were among the largest in the country, 
and operated a total of more than 90 plants. All the companies distributed 
products over wide areas, and several nationally. Compared with the 
total production in federally inspected plants in 1935, the output of 
these 8 packing concerns accounted for approximately 66 percent of the 
fresh beef carcasses and cut>, about 80 percent of the production of 
fresh vcal carcasses and cuts, and about 62 percent of the pork, including 
fresh pork carcasses ancl cuts, cured, and processed pork (table 34). 

, These packing companies o?erated a Inrge number of branch houses, 
" whereas relatively few bran.h houses were being maintained by the other 

concerns in the industry. 

TABLE: 33.-Wholesale distribr.tioTl oj sales oj meats alld meal producls by packing plaltls 
and other cstab/is/tmc/ltsilt tlte United States, 1939 

.Mi~t·llnn{·oua meats-not made 
In meat·packing establishments 

Meats and meat 
products-in Total all meats 
me;ll·packing Opemtl'd uy I Opemtcd b>'Item e"tauUshments meat.pac~ing I other 

compamcs concerns 

Vahlt' ! Pl.rccntl Value IPercent Value IPercent Value !percent 

---------1--[.-00-0-.1--- 1,000 j------;;;; ---1'-1-.0-0-0-:-­

dollars dollars dollurs dollars 

Total distributed SJh's•• "" 2.666,175 100.0 78,046 100.0 1-19,395 100.0 2.893,616 100 0 
To or throu~h manufac· 

turer's owned nnd op~r... 
aled outlets! 

Wholesah: branches or 
ollice••••••••• _•••• 789,892 29.6 6Q,639 77. 7 5,719 3,8 856,250 296 

Retail storcs ••••••. 21.503 .8 8,211 5.5 29,71-1 1.0 
To other business concerl1~ 


in the Unlt~d States for 

re.ale! 


Wholesalers tint! job­
h"rs.............. . 418,-1·13 15.7 3.R91 5,0 3,1,393 23.0 -156,727 1';.8 

El<DMt intl'rml'dl"ri,'s, 10.783 .-I 1621 ,R 2-15 .2 11,650 .4 
Retailers (including

chains) .......... . 1,184,178 -1-1.·1 I 9,70-1 12.-1 90,873 60,8 1,28-1,755 44.-1 
Export, direct tl) bUl'crs In 

otlwr c()untrie, .. ~ .. ~ .. ,. ........ 39,019 1.4 
To ust'rs and consume..: 

Industrial. etc", uscrsl .. l 203,165 7,0I:;;i~~ ~.~ r--;,~~i- -";~i- U;; ~ ~ I
Consumer. at retnll l •. 12,336 ,4 

1,471 ,·--T2'59 ---1--8051---1--2-,5-35-1'---Number of es ahlfshmentd. t 

I Dln'ct Ixp<orL sail'S cdmbir\l'd with sales to export Intermediaries to avoid disclosure, 
J Less tlmn onc.wnth of I PI'rccnt. 
I Also i neludes commercial, prof,'ssional, and industrial \lsers (manufacturers. railroads. utilities, 

Governm"nt bodies. hnt('is, contractors. e\c.). 
• Includes farmers. hQusehold consumers. and emplorccs at retail. 


United States llureauof the Census (30. P. 19). 


Distribution by the eight concerns to retail establishments (independent 
and chain retail meat markets, and combination grocery and meat <;tores) 
accounted for 8+ percent of their fresh bcd, about 89 percent of their 
fresh yeal, more than 83 percent of their fresh pork, and nearly 78 per­
cent of their cured ami processed pork. Independent meat markets and 
grocery stores were by far the most important outlets. Sales to retail 

"These packing companies were: Swift & Co" Armour & Co" \Vilson & Co" Inc•• The 
Cudahy P~cking Co., loltn Morrell & CO'I Kinjlan & Co.. Inc.. George .A. Hormel &: Co., and 
Jacob Dohl Packinlr Co, Reported by CUlled :;t~tes Federal Trade Commission (40 pp. 1017­
1022). 

• 

• 


• 
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TABLE 34.--Sala offresh beef, t'eal, and pork carcasses and wts, and cured and processed pork, ineluding 

edible pork offal, of eight meal-packing compam'esl , by c:Jltl1lne!s of disfributioll,jiscal ~'ear, 1935~ 

Sales of fresb bed, veal, and pork carcass~s and cuts. and CUR'!! and procc~
pork induding edibh: pork offal 

~ 
Fr('Sh carcasses and cuts Cured and proc"...,d pork Total meat ..,t:l 
Channels of di.tribution ....and edible pork offal' 

Z!leef Vl",l Pork 

Percentage I 
of total 

---------------~-------J 
J'tr(t.lIt 

Pounds 

\\'hoil'sale gro<:"r5_______ _ 
Brokers and cOUlmi$sion 

hOll~(,~ ... _ ... _ ....... ______ ._ 

Wh"IC5ale meat dealers
anti jlJubers ____________ _ 

Hotde, restaurants, hOSpI­
tals, and illstitutions___ _ 

19,795,160 

76,817,358 

242.311 ,469 

58.043,7211 

0.66 

2.56 

8.05 

1.93 

IPercentage \1 

l'<lUnds 

2.318,257 

5,107,583 

23,276,707 

8,470,252 

of tUlUl 
. 

Pu,en! 

0.48 

1.06 

4.85 

1.76 

'I: 
Pounds 

5.112,849 

17,167,815 

57,645.190 

14,649.505 

Pounds 
Percentage

of totalPercentage i I Percen\llg~ II' 
of ((ltal I Pounds I of total 
'I ,--------I----~ 

Percent ! ! Per(cnl Pacent. 

0.50 I 21,486.597 I 1.25 

1.66 41,553.288 .2A2 ; 

5.59 103,310,399 6,01 I 
1.42 45.214,955 263 

48,712,863 

140.706,044 

426~543,765 

126,378,-1-11 

0.78 

2/26 

6,8,1 

2.03 

o 

"" ~ e z 
v. 
>
Z 
t:: 
n 
o 
~ 
til 

C'OOJ)•.'rmive and voluntary
l"h..1..u;_..... _.. ___ ._ .. ___ ......... 

("'PllllJinatioIl grocery and 
mt"'ilt dmins___.... _______ 

Jndt:r>cndent retail meat 
markets and grocer~'
stort.'1!_,.. __________ ...... __ _ 

All"Ut packing companies 
(not owned or controlledhy n'p:lrting campanie.)_ 

176,088,747 

325.927,980 

2,024,509,181 

22,601,324 

5.85 

10.84 

67.31 

.75 

17,528,919 

35,662,997 

374,602,906 

1,812,570 

3.65 

7.42 

78.00 

.38 

23,582.167 

68,144.848 

768,949,699 

11,673.254 

2.29 85,569,887 

6.60 186,483,976 

74.53 I 1,065,344,296 

1.13 44,626,755 

4.98 

10.84 

61.96 

2,60 

302,769,720 

616,219,801 

4.233,406,082 

80,713,903 

4.85 

9.88 

67.85 

1.29 

~ ::: 

I 
~ 

J-."cd(·r.tl, State I nnd localGo""rnments__________ 
ExllortL'(.L ______ ..______ 

49,158.340 
3,839,688 

1.63 
.13 

9,932,392 
411,969 

2.07 
.09 

13,lIi6,(j19
47,848,111 

1.15 
4.64 

33,936.645 
83,Q52,IU 

1.97 
4.88 

106.904,006 
136,051,898 

1.71 
2.18 >­

Z 
All .l)ther COnsumers anddi;;tributors'___________ 8.776,508 .29 1,156,650 4.24 3,019,261 .29 7,938,395 .46 20,890,814 .33 

t:: 

" 
Total sales_________ 3,007,929,484\ 100.00 1 480,281,202 100.00 11,031,669.3341 100.00 1.719,417.317 100.00 6,239,297•337\ 100.00 ~ .., 

IIndud<s the following companies and their domc'Stic subsidiaries (3 companies reported inconsequential sales throdgh foreign branches). Swift & Co•• Armour & Co., Wtlson 
& Co., Inc., The Cudaby PackIng Co., John Monell & Co., Kingan & Co., Inc., George A. Hormel & Co" and Jacob Dold Packing Co. ~ 

, Fiscal years ended from Oct. 26 to Nov. 2.1935•
• Includes cured, smoked, and canned pork prod',;ct8, acd edible pork offal, including trimmings, hearts. tongues, and livers • 
• Includes sal.s to railroad. steamship, and other commissaries, soup manufacturers. bal::inll companies, and miscellaneous Consumers and distributors. 0\ 
United States Federal Trade Commission (35, p.IOU).' ..... 
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stores by these eight packing concerns (including sales through their 
branch houses) represented about 83 percent of all the meat they sold. 
This compares with 70 percent for all packing concerns in the United 
States, as reported by the census (see fig. 2, page 8). Of the total 
value of the meat and meat products distributed by these concerns, 6.8 
percent was distributed through wholesale meat dealers and jobbers. 
Exports of fresh, cured, and processed pork comprised nearly 5 percent 
of the total, but the c.xport of fresh beef and veal was negligible. Rela-

TABLE 35.-Sales of lard, cdible 01C!0 alld tallow, alld miscellancolls bC!C!f, vcolJ mid 
pork products, of eight IIIcat-packillg com/,cmirs1, by chalilleis of distriimtioll, 
fiscal )'ear 19352• 

---- --------.-- , 
Salc~ or lard, edible aka and ta",ow, and miscellaneolls beef, \'cal, 

and pork products 

--------._---------------------._--------­
~liscellaneou. I><:cf,Edible oleo andtanl' 	 veal, and porktallow'Channel. of dl.tribution 	 products', ,,--,~-,~ I Per-

Per­I	 , I Per·Pound. 	 I centaKe Pound. centage Pound. centai~ 

I of • of ofI I t(ltal total ( total 
--------:--- ··--1--··------,---:-----:- ­

~ l)n'unl 1)tTuu/ 
o ; l'fTU"t 

\Vhol~sale II:rOCCf5•••• _" "__ 16,OM8,IIS 2 70 1,8 17.192 1 24 9,817,42.1 0.82'
house~ ..... "" ........... ~ .. ,. ......... '" 9,334,.641 1 56 38,853,566 25 ·18 65,851,01 i S 48

Whole..tle meat dealefR an" 

Broker. and commissJon 

jobber••_•••_. ___ ._." •• _ 17,918,2671 3.00 2.647.9·10 ; 26.068,128 ~.17
Hotel., restaurant., hospi­

tals nnd instltutions•••• _ 25,.W·I,I)()5, .\ 27 1.280,5-1-1 5,556,220 A6
Cooperative and voluntary

chalns••_••__ ._•••. _'. _ ..• 17,439,181 ; 2.92 2.,)·15,810 ".\ 4.1,617,006 J 63 
CombInation IIrocery and 

meat chalns_•••_••____ ,. 40,000,936 j 6 iO I 3.701,9j2 2 ·11 I M,210,9411 I i .-Il
rmlepr.ndcnt retail meat 

markets and groccrystorcs 331,187,1 13 • 55·17 I 1'1,804,3117 i 11 1)'1 i 541,55.1,586 I ·1; 05 'Meat·packinll: companies I
(Not owned or controlled ' 
by reporting companies)._ 19,599,.129 j J 211 I 1.8701,2111 11\1' I 15,OIlJ ,63$ L25 

B';,~~fC8:~~__~~~::.~~~-_ 35,363,7J7 .!i 5 f)~ J5,276,JOI 23 H 15,306 
Oleomargarine and .horten- .! 

in&' manuracturen.__ .......... , ...... _............ _ ....... ,. .. ,.._...... * 35,790.862 23017 

Soap

panfes_
manufacturing 

..... .., .. ~ ... __ ....................... 
com· 

,,. ........ "'"" ~ ......... • 
'I 

.. ~ '" .... '" .111.052 ~ ._.?' -13,020,000 t 358 
Federal, State. and locnl rGovernments. ________,_ 7,646,076 1 28 	 !22,1)(,0,111') 1.91
Exported.__ , _____, • __._. _. 71,546,43.1 11 .98 379,438; J',~.f)!

5,172,650 1 ' 53,735,777 -I ·17 
All otlo.r con.umer. and i 

dl.tributors._.___••••••• , '5,454,294 .92 '2,037,334 !~! 10285.557,2% t 23.76
----1---

Total sale••••, __ • __ ,' 5'n,0II3,035 1100•00 1 152.473,226 ,100.00 1,202,046,532 flill";".oo 

I Includes the following companies and their "omestic subsidiaries (.I companies n'ported inc(\ns~Quen­
tlal sale. through foreign brancll~') SwIft & Co., Armour & Co., Wilson & Co•• Inc .. The Cudahy I'ackina 
Co., Joh.n Morrell & Co.• Kingan & Co., Inc., Goerge A. Hont.el & Co•• and Jacob Dold PackIng Co, 

'Fii!C<11 y~"r3 ended from Oct. 26 to Nov. 2, 1935. 
• Excluding lard compounds,
• Include. oleo stock, oleo all., oleo stearine, and oleomargarine. 
S Includes cured. smoked. and canned b,..,f and veal products; edible b • .'ef and veal offal; and inedible 

~f. veal, and pork offal. 
• Include. 151,569.J 12 pounds of beer oleo ami tallow and 903,914 pounds of veal nleo ,me! tnllow. 
, Include. 909.J93,109 pound. of beef products. 68,279,645 pounds of vcalproducts, nnd 224,373,778 

pounds of porle products. 
• Includes salad drell..iIllC manufacturer•• 
I Include. sale. to rnUrood••team.hip, and other co=I...... I ..... and miscellaneous consumers nnd 

dl.tributon. 
(I Ineludes sales to railroad, steamship. and other commissaries. soup manufacturers, animal food 

companl~s, fecd and fertillzercompanles{ antI miscellaneous consumers and distributors. 
United State. Federal Trade Commlss On (JS, p. IOU). 
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• tively small proportions of meat were distributed through each of several 
other outlets. 

The channels of distribution of lard, edible oleo, and tallow, and mis­
cellaneous beef, veal, and pork products, and the importance of each 
channd used by the same eight meat-packing concerns in 1935, are shown 
in table 35. For lard, independent retail meat markets and grocery stores 
took 55 percent of the total volume sold, and combination grocery and 
tn('at chains nenrly 7 perct·nt. Exports of lard were more important than 
for nwat, and accounted for 12 percent of the total..Baking and biscuit 
comp:mil':; look 6 percent. The other 20 percent was distributed among 
several di ffercnt outlets. 

Of t1ll' edible oko and tallow sold, more than 25 percent was disposed 
of through hwkers and commission houses. Baking and biscuit companies, 
unet ol(·omargarille and shortening manufacturers each bought about 
23 perccnt of the total. Independent retail meat markets and grocery 
;;ton·g took 13 percent. Exports were small. 

The most important outlet for miscellaneous beef, vcal, and pork 
products was to indt·pcndcnt retail meat markets, accounting for 45 per­
c('nt of the total volume sold. Combination grocery-meat chains bought 
7 percent of the total. A miscellaneous group of consumers and dis­
tributors, such as railroad, steamship, and other commissaries, and other 
consumers and distributors took nearly 2+ percent. 

• 
Of the products sold to various types of retail stores, to hotels, restau­

rnnt~, hospitals, institutions, and to Federal, State, and local Govern­
Im'nts, part wns distributed through branch houses of the packers, and 
part directly from the packing plants. Data are not available on the 
relative importance of the two methods of distribution. 

The distribution of l11eat and meat proc.ucts by the eight large packing 
concerns agree ralher closely with the distribution of manufacturers sales 
as reported by the Census of Business (table 36). As the Federal Trade 
Cmnmission report does not show separately the volume distributed by 
parkers through their branch houses, branch-house distribution and dis­

TAnr.E J6.-COllli'aris"'1 of rr/ative imporlallce of various O1I/1i!/s used for dis­
lriblttilln IIIt'lIls ami III <'a I producis produccd ill wlrolesale meol-momlfocturillg 
t·.fltlh/isll/lll'lIl'~J as Y/'porll!d by tire CI!IISUS of Bllsillcss for 1939, olld by eight 
;111/,111"1(//11 m,·at'/,II,·kill.fJ COtln'rM, as reported by fire Federal Trade Commissioll 
fo,. 1935 

Based on data from Based on dataCrom 
Outlet Censlls of nusiness, Federal Trade Commission 

1939' for 1935' 

Pcrcmt Percmt 
TQ reu,il store~ •.•• ,................. 70 73 
Tn whnlf••lkrs and johber~ •••••••••.. 18 15 
'1'0 inuitlltions "nd !)Ihrr large users.... 9 9 
E:qKlrtetl .................. " ••• "... 2 3 
To hO'lsehold con~um~rs ••••.••...•••• _~_______1+._._,,_._••_................. . 

TOlal ...... " ................. . 100 100 


• I rndudes m."t anti meat products distributed from wholesale meat.packing establishments and 
from snll,agc .1ml prepared.meat' manufacturing: plants. D!stributi0'1 t~rouj:h the packer-owned
branch hoa~~~ " not ~hown separ;ltdy, but is Ineluded with the d,stnb'l1IOn from the plant~. 

:I rnc1U1'~' sa'!', of fresh mrat, cured and processed meat products. lard. edible oleo and tallow, 
"ltd m".dlrlneolh beef. veal, and pork products. 

n:,,~d on data from t'l\!t,·d St3tes TIllrean of Ihe Census (.l0, ,.. 19), an.1 Federal 'rrade 
Commission 05, pp. 101l-10ZZ}. 
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tribution from the plant as reported by the census were combined fot 
purposes of comparison. The census report shows that 70 percent of • 
the meat was distributed from packing and processing establishments to . 
retail stores compared with 73 pt:rcent for the eight packing concerns 
included in the study by the Ft:dcral Trade Commission. Sales to whole­
salers .Ind jobbers were 18 percent in the census report, and 15 percent 
in the report of the Commission. Other ditTL'rt:l1ces were small. 

The two sets of data are not fully comparable in sevcral respects. 
The census. report co\'crs 1,471 meat-packing establishments and 1,06+ 
nonslaughtering establishments, and apply to 1939. The FL'deral Trade 
Commission study is basl'd on only t:ight packing concems. All arc large, 
but combined they operate less thau 100 plants. The study covers 1935. 

MARGIN .Fon WHOLESALlNG 

.As the COI1C('rllS thal do slaughlering and processing also perform 
most of the wholesaling, tht: separation of the cost of performing these 
fUllctions is probahly sonwwhal arbitrary. The separation was macle pos­
sible by the fact that meat-packing concerns ha\'(~ been required for certain 
purposl's to n'port the CO'it of wholesale distribution separate from Ow 
cost of perforllling the functions of slaughtering and processing. Such 
processing op<:rdtions as making s<ltt:.agt', hamhurgl'r, and other prepared 
meats, curing and smoking meats, and rendering lard may be carried all 
both in branch hOtht,,, and in indcpemlent whoksaling t:stablishments. 
Their expenses arc therefore higher than if only the wholesaling function • 
were performed. 

AVERAGE MAnelS Fall 1939 

The average margin for di~tributing meal wholesale in 1939 including 
outward transportation was estimate(l at 7.7 percent of the wholesale 
value of the product. This l'stimale takes into consideration the sale of 
all of the meat by packing plants, and the ~al(' of that part which is 
handle(l a second time hy imk-pen(\cnt wholesalers and jobbers. The cost 
of wholesaling all nwat by pack(~rs was 6.3 percent of the value of thl' 
product (table 5) (I). 0 f the total, 18 percent was also handled hy 
wholesalers and jobbers. If their costs, including profits, were 7.6 perc('nt 
of the whoksak selling price, which is about 20 percent higher than for 
meat-packing COllcC'rns, it would amount to an average of 1.4 percent 
On all meat sold wholesale that year. This added to the 6.3 percent, which 
was the margin for packers, brings the total margin to 7.7 percent of 
the wholesale price for all meat. 

The expenses for distributing meat an<l other proclucts by packers 
in 1939 arc also shown in a study hy the Fl,t!('ral Trade Commission (36). 
This study was hased on n'ports from 30 nwat-packing companies, which 
was an important s~'gmt'l1t of the Indtl.;try (\s it included tlw larger 
concerns. The a\'erage margin for (li..;tribuling products by these con­
cerns (indmling outward tran~porlati()n) \\'a~ 6.8 cents pel' dollar of • 
sales (table 37), This i.; slightly higher than th(' G.3 pt'rcent shown by 
tht: Inslitutt' of ).feat Packing. Ol1tward transportation was eQual to 18.3 
percent of the total expense of wholesale di"tributiQIl. 



• • • 

-----

TABLE 37.-Cmts per dollar of nd salt's ahsorbtd by cost of m<'rdlUlldiu sold, gross margill, Qlld distrilntlion ~.rpensu (including 
JltlwarJ Ircl1ISpOrlatiOIl) of 3.0 meatpacke!"s, grouped by cllannels of distributloll, 1939 

-.~--'-.---._._----,------
Sellinlr principally through own sales org:lniz~tion Selling principall,.

through broken .... 
and TotalTo To Thro~h company ;; 

To wholesalers all classes own branches manufacturers' all ::: 
retailers and of to all classes agents to all groups ~ 

<lasses of t:l 
c;u~tomc:r5 ;:j 

~ 

Nunlber of companies .... ~ .. ~,..,. ,. ..... ,. .. ,.. .. .. 6 55 1313 4 , 2 30 o 
Net sale'S ........ ,. .............. "......................... ~ $4.1.445,8(,0 $44.744,;;'9$44.744,;;'9 $1,772,6 $6.262,616 $1,871,375,118 

retailers customers of (,'UStOnlers 

~4,241,458 445,8(,0 $1,772,6$0,405 ~ 
Cost "r. merchalldise ~(lt.\........... . 4v7,533 39,527,04(1 1,622.480.739 "_ 5.565,242 ' 1.709,12(;,177 :::3,079,617 3:1,4v7,533 39,527,046 1,622,4! ;;. 

Gross margin on sateS ....... ~ .. ,.. .... 561,841 5.217,7$3 150,1 161,654.941
~s,~~~1 5,217,7.$31 150,199,666 697!~!4.j::7~::~~ 
o 

" ~--- ~Total distribution 442,153 610,;(,0 4,433,620 116,643,015 125,744,320expense •.••••• 3,610,;(,0 4,433,(>20 116,6 414,172 
:.­
~ 

CENTS l'ER DOLLAR OF NET SALES t::

.,---.--"*" C 
n 

Net sales ............. '"' ...... ,. .. ,. ,. .... " ............ ~ .. . 100.00 100.00 100.00 100.00 100.00 I 100.00 :I> 

-iCost of merchandise sold ••.••••.••.•• 8{••iS IS q 88.34 91.53 88.86 91.36 ;r,

-I -----.----~. -.-.. - 1------ ----~--...-=---

Gross Inargin .......... 0- 13.25 11.46 11.66 11.14 I 8.64 "l 

...... ,.. .....\ ......... 


C .=1=;:..,;:;.-_, ~~·-=::=:-:Z'r;;::.._:~t- . .~7l 1= :=
Distribution f!XrteilSC: 


Salc~mc:n's salaries t ~ ...... t ................. ~. 1..62 .59 .31 .62 

Other di$tribution personnel salaries S 

and wages ...................... 3.91 2.54 1.79 2.53 t:: 
Salesmen's commissions and bonust:s.. .OS .08 .01 r.r. 
Social secnrity and pension fund 8: 

payments .......................1 .26 .14 .09 .17 n 
;s:Commission to brokers, factors. etC... .04 .45 .81 .08 

Advertising and sales promotion ex ... :.­
pense ........................... .39 .73 .14 .46 z 

Outward transportation .............J 1.56 3.22 2.73 1.23 t:: 
All other distribution expense••...•.1 2.59 1.60 .67 1.62 

i' 
Total distribution expense....... 10.42 8.77 6.62 6.72 
 t:: 

~ 
Provision for bad debts .••••...•..••••1 .34 .06 .07 .06 

..., 

Total distribution exllense and 
provision for bad debts....... 10.76 6.83 6.69 6.78 

0\ 
Federal Trade Commission (36, p. 201). tJl 
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The average expense. for distributing meat and meat products whole­
sale in the United Stales in 1939, as shown by the Census of Business, 
was 7.7 percent of the wholesale value of the product (table 38) (36). 
About 62 percent of all products distributed by the meat-packing com­
panics. was sold through manufacturers' sales branches with stock 
according to this report. The cost of distributing through branch 
houses was 6.8 percent of net saks. Service and limited-function 
slaughterers reported cost of 11.1 percent of net sales which probably 
included sales from peddler trucks. The lowest cost of distribution was 
by agents and brokers, amounting to 1.2 percent of net sales. 

TAIII.I~ 38.-Expenscs of wllOlesaling.1I1(ats alld meat products, by typt's of agellcies, 
1929, 19.1.1, 1935, aml 19.19 

Zl 
E"\lrIlS~S ns percentage i uf net sal<'~i " 

Ii 
- _.-.,..\&-a-I-nr-lc-.s-I-~-'I--d ~"a::l 

Total' n;,,1 Otlwr 1'olntl allli Other 
W;\IlI'ill j \\'.l~CS' 

·······~------··---·--·---·I-··-·~· ! .. ".(..... '.. -.~ ..... "~...-- ­
l 

.yUill' I.OOQ 1,000 1.000 /,fIOO 1'((-! 1'rr- ['<y. 
btr Dol/II,s Ihulu,. Dollars Dollars 'till ,,,,I ,enl 

1929: 

WI.ole.ale merchants, In· 


cludlnldobbcrs........ 2,157 663,n.l 6,l,5J3 (') (') 9.6 (I) <'l 

Manufacturers' SUICH 


uranche•• _........... 1,155 1.8'>0,4-13 128,.142 (I) (I) 6.11 (I) (Il
Agcntsand brokers .•• _.. 130 145.270! 2,1)01 (I) (I) 2,0 (') (I) 
1.lIscellancous wholesnllng ,

allenclcs.___ •• _•••_... 1(j3 -I02.RM I 73,526 (I) (I) I 8 (I) (I) 

TotaL ___ • __ •••••••• I~~l~~:?f:~!)l~T~~~IJ:~~)~:i:~ ~!I-~l- -I ,~ 40 
11),1.1: I IWholesale merchant •.... 2,186 359.824 51,.17,1 25.95:; 25,5111 1-1.3 7.2 7. I 

Limlted·functlon whol," 
salers ........... ". '14 5,07J 1,492 55;\ 939 29.4 10.9 18.5 

Manufacturers' sah's 
branch~. wilh stock .•_ 8.(5 618.211 52.4.5·1 27.6.16 24,818 8.5 4.5 4.0 

Manufacturers' .ales 
branches without stock. 20 61,006 4,308 1,7502,5587.1 2.9 4.2 

Agents, brbkcrs and mis­
cellaneous allenc!e9 ___ • 52 31,07-1 50s 208 3Q() I {i .7 .9 

Total._•••••_....__ •• 3.l971.ifls.i.liITiQ.i.isrS6.iQ2Ts.iJJJ"11il"2 --5-2- --5-0 
1'1:15: = ='-=r-"--==I=':--=j=--== =--"'= =,= 

Wholesale mercbants ___•• 2.059 .1.10,3011. 45,40.1 2,1,1116' 21,217 105 56 4.9 
Wagon di.trib!!tors______ 153 8,51,1 80.1 ·118 t JSS 9-1 4.9 4.5 
1.1nnuCncturers· sales 1 

branches with stock •• __ 937 1,080,929 64,497 33.5,10 I ;10,957 1i.0 3.1 2 'i 
,\gents, brokers, and com- . 

mission merchants.____ 49 88,563 708 378 i ,130 ,8 ,4 .4 

TotaL___ •____ ••••__ ~1,9~Jl~~"§~~I;!JII~~iD-;$~~J]2.'~~'d~6~~L-;'~ 3' J 
19M: 

Sen'lcc and IImlted·Cunc· 
tlon wholcsalrrs __ •••_. 2,552 519,593 57,590 29,196 28,39,1 11.1 5,6 .~.5 

].Ianufac:turers' sales 
bruncht'swithstock__ •• 924 1,076,480 73,024 .19,510 ;13,51,1· 6.8 3.7 3.1 

Manufacturers' Sl.les OC-, I
ficeswithoutstock..... 16 t4,JJI 849 381 468 59 2.7 3.2 

ARenl! nnd brokers ••____ 84 I 115,615 1,379 572 S07 1.2 .5 .7 

Total __ ••______······1J,57617.7i6:0t9\'132M2(69.659!"63,18J\7.7!--:\,'OjJ.7" 

, Do~s not include compen5o~tion to proprietors of unincorporated bu.incsses. 
• Daln not available. 
Abstracl~d from United States Census of WhDle5o,I" DistrtbutIOl\: 1929 (Zi); United States Census of 

Amcric .. n BUsllI~": 19JJ; Wholesale Distribution, \'nl. I, Summary for the United Stales, 1'135,78 pp. 
(Proces~NJ1; Gnitcd State. Census of Bnslness! 1<).J5; Wholesale Distribution, Vol. I, United States 
Summary, 1937, 136 pp. CProccS5Cd); and I,!nited Stales Census of Wholesale Trade, 1939, (Z9). 

• 


• 


• 
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JIlAnI{~TING MAl\GINS AND cos'rs FOR LIVESTOCK AND 1\IEA1' 

The average costs of wholesaling meat and meat products were dif­
fercnt in the different censUs years, In 1935, the average wholesaling 
margin was 6.9 percent of net sales, whereas in 1933 it was 10.2 percent, 
lind in 1929, 8.6 percent. The relatively high distribution cost in 1933 
probably was accounted for by the low price at which meat and meat 
products sold that year. Many of the cost factors in wholesale distribu­
tio!l arc in relation to volume and therefore are not gl"eatly affected by 
the changes in the value of the product. \Vhen expressed as a percentage 
of net ~ales, the cost of distribution is relatively high during periods 
when prices arc low, and relatively low when prices arc high. 

Wholesaling expenses, when applied to the same method of distribu­
tion, as shown by the Federal Trade Commission study and by the 
Censlls of Business, agree closely. In the Commission study, the expense 
for whok'saling meat by the four large packing concerns that sold prin­
cipally through their own bratlch houses was 6.6 percent of net sales. 
This compares with 6.8 percent of net sales made through the packers' 
lm~l1ch houses and through their own sales offices without stock, as 
n'porl~'<l by the Census of Business. Attention should be called to the 
fact that although the expenses apply in general to the same method of 
distribution, the number of plants involved, and the classifications !.lsed 
in the two sttlllies are not identical. In the Commission study are included 
all sa it's of the fOllr large concerns, which represent 95 percent of the 
valtll' of the prOduc'3 sold by the 30 concerns for which data were included 
in the study. rn the cenSlls report arc shown the expenses for sales made 
through branch hotlses only as reported by all packers that used this 
llldhod of distribution. 

Exp('n~es for wholesaling, according to the Commission study, also 
varied considerably among concerns that used different methods of 
ciistribulJOlI. Packers who sold principally to retailers had expenses of 
10.8 p(·rccnt 0 f net sales, those who sold princi pally to wholesalers and 
r<'lailers 8.R percent, and those who sold principally through their brokers 
:lnd lllaJHlfllcturcrs' agents 6.7 percent of net sales, compared with 6.6 
pel'cent (or the companies that sold principa11y through their own branch 
houses. 

MARCIN IN RELATION TO VOLUME OF BUSINESS 

The margin for distributing meat and meat products by wholesaling 
concerns that render about the same service tends to vary with the volume 
of bl1sin~'ss handled. This may be noted from data reported by the 
('l'nsus of Business showing the expenses as percentage of net sales 
for 2,3·10 service and limited-functions wholesalers of meat that handled 
producls valued at from less than $10,000 to $2,000,000 and over in 1939 
(table 39) (29). The average ('ost of wholesaling meat and meat products 
by the CUI1Cl'l'ns selling $2,000,000 Or more that year was 9.6 percent of 
Iwt sales. The percentage margin increased as the volume handled de­
creased. Concerns with average sales under $10,000 had expenses amount­
ing to 21.6 percent of net sales. Small concerns genernlJy manufacture 
rc::latively more sausage than large concerns which may account to some 
(~xtcnt fOr their high operating costs. Comparable data are not available 
to show the cost of distributing products for other types of wholesalers. 
Although this type of wholesaler had considerably higher costs than the 
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average of all wholesalers it is probable that the general relationship 
between the cost of distribution and the volume of products handled 
also applies to other types of wholesalers. 

TABLE 39.-0perating expenses of Z,340 wholesale merchallts ill meats and provisions, 
by size of business, 1939 

Expenses ns p~rcentnge of 
Total ITotnl net sales 

Estub· N~·t o()(,rnting payBusIness-sIze group OtherIiRhlllcnts sa:cs expenses rolls S:1Iuries 
1 1 nlldTotnl Otherwages1 

~ ~-" --- ----------- ­
1.000 1.000 I.OOU 1,000 

Number dollars dollars IIO/IIIYS dolltlrs ]J~rcelll PerceIIl Percelll 

$2.000,000 nnd over•••_._ 19 57,605 5,528 2,747 2,781 9,6 4.8 4.8 
$1.000.ooO-SI,999.999•••• 56 75,413 6,807 3.576 3,2:1I 9.0 4.7 ·1.3 

S500,000·S999,999._ • __ 162 111,383 11,180 5.996 5,18·~ 10.0 5.4 4.6 
8300,000--$·199,999••• _. 2;17 91,799 10,858 5,719 5.1.J9 118 6.2 5.6 
$200.OOO-S299,1)99. _ • __ 229 58,860 6,969 3.580 3 .. 383 11.8 6.1 5.7 
$IOO.ooo-SI 99,999. __ ... _ ·137 62,656 8,015 .1.907 ·1.108 12 8 6.2 6.6 
$50,000-$99,999__ •• __ ·190 35,752 4.59.1 2.142 2,.151 12.8 6.0 6.8 
$10,000··S·19,999 .... ___ • 59[ 16,122 Z,'I07 1,(01) 1,.198 H.9 6.2 8.7
llnder $10,000_. _____ • 119 686 101 21.6 6.9 14.710181 47 

All groups c0111blned, 5(),505 2B,729 27,776 S.6 5.5l"I.JO .' lO.!76 11.1 

1 s.~Jnrles and wag,·s include payments to !!xeculi,'cs (If corporations but not c()111pcnsatlon to proprietors
oC unincorporated bl1sJnes~cs. 

United States ilurcall of the Census (29, P. 95), 

ITEMS OF COST COMPRISING l'IIARGIN 

About one-half of the costs for wholesale distribution of meat was 
made up of pay rolls (salaries and wages), according to both the Census 
of. Business (table 39) and the study by the Federal Trade Commission 
(table 40). In the census study, all expenses other than salaries and wages 
were combined, but in the study by the Commission several additional 
items were segregated. Expenses for outward transportation was 1.2 
percent of net sales, which was equal to 18 percent of the total distribution 
expenses. Expense for advertising and sales promotion, and provision 
for bad debts were relatively small. The difference between the gross 
margin of 8.6 percent and the total expenses for distril~utiol1 of 6.8 per­
cent represented profit, namely 1.8 percent. 

A more detai1(~d break-clown of operating expenses for wholesale dis­
tribution of meat is reported by the Census of Business for a part of 
the wholesaling concerns (table 40). This includes operating expenses 
for 741 service and limited-function wholesale establishments with net 
sales ranging from $100,000 to more than $1,000,000. The average cost 
of wholesaling by this group was 11.4 percent of net sales, being there­
fore considerably higher than the average for all wholesaling. Adminis­
trative expense was 2.7 percent of net sales, selling 2.6 percent, delivery 
1.8 percent. Warehousing, occupancy, and other expenses comprised a 
total of 4.3 percent of net sales. This table also shows that most of the 
items of expense decrease as the volume of business increases. 

COST OF WHOLESALING AFFECl'ED BY.SEYEUAL FACTOJt!J 

• 


• 


• 

The cost of distributing meat ancl meat products wholesale by packers 

varies considerably, being affected by several factors. The schedules 
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TADLE 40,- Distriimliol£ oj operatillg expenses oj 741 wholesale merchllllts ih meats and 
provisiol/s, by size oj business, ill excsss oj $100,000, 19J9 , 

Operating expenses liS percentllg!! of net sales tI NetBusiness-size groups EstnbIlSh.\ 
ment. ""Ics Admin. Sell. D~lIv. Ware- Occu-

Total Istratlve ing cry hl.luse pancy Other - I 1.000 
Number dollars 1'<1'''"/ l'<I'Ctlll Percenl Pe,,'<111 Percelll Percelll Percent 

SI,OOO.OO() tlnd over._ .j') 89,8.13 IDS 2.2 2,2 1.9 1.3 1.6 1.3 
SSCK),OOO' S999,')99••• 119 8.1,516 108 2 I) 2..1 1.7 1.3 1.7 .8
S.lO(),OO()-S·I!)!),'}!)/). __ 173 67,·B8 11 .6 2.9 2.5 1.9 1.-1 2.1 .8 
S2(IO.OOIJ-Sl99.999..... 147 36,285 12,5 J 0 3.2 2.0 1.2 2.3 .8 
$IOO,OOO··S 199,999••• 25:1 36,/)03 13 -I 3 2 30 1.9 l.0 2,6 1.7 

All "roll[J~
combhwd •• _ NI\ 3H'0051·~I:.~ 2..~,_ v;.__~ --:---:---1.-1--'--"'--_.- 1\ 

I O!>erallnl( \'Xl>eIlS~S lnclutln ItO C(lIlll)(,l1saUon for nctive prol,riclors of unlncoqlOraled businesses. 
till lcd Slutes Bureau of the Census (.19, P. J0(5). 

below indicate the ranges within which the cost of wholesaling by meat 
packers ordinarily may be ex peeled to vary according to the channels 
of trade, and the kind of product handled.23 These schedules are rough 
composites of trade opinion and research studies made by meat-packing 
COllcertls. The main reasons for these variations apparently are that 
both the channels of trade and the kinds of product sold are closely 
associated with the size of the unit sale, and the amount of service fur­
nished by wholesalers. As the. factors mentioned above are interrelated to 
a considerable extent, they will be discllssed together instead of in separ­
ale sections. The cost per hundredweight of distribution according to 
the different channels of wholesale trade and the kinds of products 
handled, are as follows: 
Channels 0'£ trude: DO'Ilars 


Car and truck loads sold through brokers ...........•....•. Up to $ .l2~ 

Large lots sold for local delivery .. ,., ..........••......... $0.25 to 0.50 

Wil-c.lIl sales from pacldng-!touse coolers .....•........... .50 to .75 

Ordinary car-route operation .,............................ .75 to 1.00 

Ordinary local branch-house operation .••.................•. 1.00 to 1.25 

Snmll-ordcr peddler trucks ..•.....••...•........•......... 2.00 to 2.25 


Kind of product: 

Carcass beef, ve;\I, and lamb ...............•.............. .50 to .75 

Fresh pork cuts, varielY meats, etc. •......•.•.....•..•....• 1.00 to 1.25 

Dry-salt meats .......•.. , .. , ..... ;........................ ,50 to 1.00 

Smoked meats ....•.................•..•. ,................ 1.25 to 1.50 

Cooked mea ts .... , ........••..•.. ,........................ 1.50 to 2.00 

Snusage and other manufactured specialties .... , .... " .. ..... 2.00 to 2.50 

Lard and shortcning .......... , ...•.....•.....•.... ,...... ,50 to .75 

PouHry, butter, cheese, ctc. ................................ 1.00 to 1.50 


The above expense ranges include local delivery (except as otherwise 
indicated) but do not include long-distance over-the-road transportation. 
This, of conrse, is a part of the wholesale distriuution cost, but it varies 
considerably by geQgraphic areas. Products moved from the Middle West 
to the Pacific Coast may entail a transportation cost as high as $3 per 
hundredweight. From the Middle \Vest to the Eastern Seaboard the 
average transportation cost is from $1 to $l.S0 per hundredweight for 
fresh meat and somewhat less for cured meat and lard. The average cost 

JJ Estimated and verified by member .• in the pllckinll industry. 

http:handled.23
http:I,OOO.OO
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of all long-distance meat transportation is not known, but may be in the 
neighborhood of 75 cents per hundredweight. • 

In normal times, considerable quantities of meat products are sold 
in carload or truckload lots by a packer to a distributor, which entails 
a transportation charge and a small brokerage commission. Many such 
sales pass through the hands of secondary wholesalers and thus involve 
further wholesaling expense but substantial quantities move direct to the 
larger retailers. 

Locally dIstributed sales may involve low wholesaling expense when 
large purchases are m:lde direct from a meat-packing plant. Delivery 
charges £01' truckload lots to a single destination involved an expense of 
no more than 10 cents to 15 cents per hundredweight in the prewar 
period. The selling and office services connected with the sale may cost 
10 cents to 15 cents additional, giving a total wholesaling expense of 
less than one-half cent per pound. 

As the size of the order diminishes, the selling cost per hundredweight 
i::; likely to increase. The delivery cost per stop is nearly the same regard­
less of the quantity delivered, the selling expense for small orders is 
practically the same as for large orders, and the clerical work is about 
the same. Thus, the selling expense per hundredweight h; higher for a 
small order than for a larger order. 

Distribution by car routes and through branch houses generally involves 
orders of varying sizes. A car route serving a scattered area, with deliv­
(·ries once or possibly twice per week, would normally expect to handle • 
orders averaging between 200 pounds and 400 pounds in size, and 
probably would entail a selling cost (exclusive 0 f over-the-road trans­
portation) of £1'0111 75 cents to $1 per hundredweight. Local branch 
houses serving a more limited area may be called on for more frequent 
deliveries and therefore may handle somewhat smaller orders, averaging 
perhaps 75 to 150 pounds, with a distribution cost of from $1 to $1.25 
per hundredweight. The comparatively lower cost of distributing meat 
products by car rOLltes rather than through branch houses apparently 
may be accounted for largely by the difference in the size of the unit 
sale, and the service furnished by the wholesalers. In the case of car 
routes, the dealer must place orders further ahead and in somewhat larger 
quantities, he does not have the opportunity to fill gaps in his stock on 
short notice, and some of the products may come to him in slightly less 
fresh condition than if distributed from a local branch house in which 
some products may have been partly processed. 

A type of distribution involving relatively high cost per hundredweight 
is the peddler truck which is operated by a driver-salesman who sells 
special ty products to small dealers, delicatessen Mores, restaurants, etc. 
from a stock carried on the truck. The average order may be not more 
than 25 pounds, and the ayerage selling cost may run as high as $2 to 
$2.50 per hundredweight. . 

Various kimh:; of packing-house products involve ;rarying distribution 
costs, depending on their nature ancl 011 the size of the unit of sale in • 
which they commonly move. Carcasses of dressed beef, veal and lamb, 
dry salt meats, and lard, commonly an: sold in rather substantial units, 
involving a minimum of handling and seiling effort. At the other extreme, 
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items like sausage and cooked meats commonly are sold in relatively 
small units, and require extensive sales promotion and other distribution 
expenses. Fresh pork cuts, smoked meats, poultry, and dairy products 
(,ccupy a middle ground. Since all these products commonly are sold and 
delivered together in combination orders of varying characteristics, an 
exact calculation of the cost for individual products is necessarily some­
what arbitrary, but the above estimates are reasonably well established 
by the experience of the trade. 

From the foregoing discussion it is noted that wholesale distribution 
costs are low for the bulk items, and for sales where not much service 
is rendered. On the other hand, costs are high for products where the 
unit of sale is small and where a relatively large alUOl1l1t of service is 
furnished. The variation in the efficiency of operation may be reflected 
to a considerable extent in the range of costs for the same type of 
distribution and for the same product. 

MAR.GIN AND COSTS FOR RETAILING MEAT 

Retail meat dealers operate in all parts of the country and play an 
important part in the distribution of meat. They constitute the final 
link through which the pt'Oducts pass from the producer of livestock to 
the consumer of meat. :Mcat dealers perform many varied services, the 
payment for which constitutes about one-half of the aggregate margin 
absorbed in the distribution and processing of livestock and meat. 

METHODS OF OPERATION AND SERVICES PERFORMED 

The distribution of meat to consumers is principally through retail 
meat markets and combination stores (grocery and meat), although some 
is sole! through general stores. Only small quantities are sold directly to 
COnSl1ll1ers by producers who do slaughtering. The retail meat dealer 
generally buys carC'asses, or> parts of carcasses, from animals slaughtered 
in commercial packing plants. The meat is obtained from wholesale 
departments at packing plants, from branch houses, car routes, truck 
routes, or from brokers. The purchasing by retailers of carcasses from 
farm-slaughtered animals, ancI the buying and slaughtering of animals 
had been largely discontinued by the beginning of World Vvar II, except 
in certain sections. During the war, however, there was a definite increase 
in this type of slaughter. 

The retail mcat dealer cuts the wholesale products either according to 
an adopted standard or according to the special requirements of his 
trade. He may bone some cuts, grind meat, and make hamburger and 
sausage. 

The margin for retailing meat covers not only compensation for a 
variety 0 f services performed by the retail meat dealer, but it mtt~t also 
allow for losses in weight of the product due to waste from cutting, 
trimming, and boning, and from shrinkage through loss of moisture 
while held under refrigeration at the store. The services performed by a 
meat dealer include the maintenance of a retail market wit.h stor'1ge and 
dbplay refrigeration facilities, wailing on the trade, cutting, trimming 
and preparing ClltS, and grinding meats. Some stores provide credit and 
delivery service; others arc of the cash-and-carry type. 
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The loss in weight of carcasses or wholesale cuts resulting from 

their break-clown into cuts to meet the requirements of the' retail trade • 

is generally considerably grenter for beef than for other kinds of meat, 

primarily because more honed cuts arc produced. The degree of waste 

~lnd shrinkage varies also with the method of cutting. A beef crtrcass of 

Good grade, cut according to the "Chicago style," which is Yirtually the 

method of cutting adopted hy the Office of Price Administration for 

price-control purposes, produces about 82.7 percent of meat and 17.3 

percent of waste and "hrinkage (including suet, cod, and shop fat) 

(table 41) (8F~. The ~al11e grade of bed carcass if cut according to the 

"New York style" yicld~ about 80 percent of meat and has about 20 per­
cent waste and shrinkage. \Vaste and shrinkage is greater for beef car­

casses of low grade than for those of high grade, unless excess fat is 

arlded. 


TAIILI; 41.·- J'irlil (If ""(i ('/lrC/lssrr of tliJfae/lt grade., C/ll by cliJferellt methods --------_.,_.-..-.----.-.-..,-~--.----------
Cllic"~tI style (,f cutting X,,\\, York stylI! of cutting 

Good Medium 
grade. grader 

I IPerce,,/ Percenl P(T(t,tt Percellt Pacelli Palmi
I 

•
'frimmed r)'tall cut••.•.•• 68, I iO S 72.6 65,0 67. 2 68.Q 

Lean trimmings .. '"''' ..... " ...... " ",: .. ~ ·1 2 J R J 8 4.3 3.9 3,g 

Stew nH.·at nwl kidncl's ........ ~_ .. 11.1 RA 9.2 9 0 9.2 10,5 

Suet, cod, and ~hop fat•••• '." 10 L 7.0 3 4 106 6,8 3.4 

\VasLc nnd shrrn"agc.."' .... __ ..... ~_ . <).1 HL3 11.0 II. 1 12.9 13.4 


TOla'- •• - •••••,::~=-.:l-~~~~~~[ -I<xj~o( 100.0 I 100.0 I 100,0 I 100.0 

l-:dinRcr, sre (ootnote 24, n. 12. 

The waste and shrinkage of a veal carcass is about 11 percent, of a 
lamb carcass about 8 percent, and of a pork carcass about 1.5 percent. 
Pork cuts are generally not boned, which accounts for the' relatively 
smaller proportion of waste than for beef, veal, or lamb. l\Ieat held in 
the rcfrigl...ator dries out, and this shrinkage in weight must also be taken 
into account when establishing retail prices of meat. Based on these 
percentages, the average retail waste, cutting loss, and shrinkage of all 
meat sold in 1939 is estimated at about 8 percent. 

The ext('nt to 'which meat loses moisture in the retail market depends 
(JIl thl~ length of timc it is held, the condition of refrigeration, and the 
kind of mcal invoh·ed. Meat with high moisture content shrinks under 
the samc conditions at a grenter rate than meat with lower moisture 
content. The CUlling shrinkage, C\'('n when 110 trimming or boning is 
done, probably is about 1 percent of the weight. 

Trimming losses arc of two kinds, the removal of inedible parts that 
have virtually no \'alue, and trimming that arc edible but are of lower 

'value than the valuc of tlw retail cut. Heavy beef has a larger percentage 
, of waste fat than the bed of lowcr gradc. What trimming losses will be 
depends 011 the extent to which a cut is trimmed, and on the use made • 
of the trimmings. Boning materially reduces the weight of most cuts, and 

" Edinger. Anhur 'r.,~r~.. t ('utting and Pdcillg"rdhods, U, S. ~\gr. Mktg. Admin., ·10 1'1'. 

t1lu~,.1 '1,IJ. (rrQc~s,,'d.) 
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• 
the price of the boned meat per pound needs to be increased as a result. 

(See table 23 for the percentage of bone in different cuts.) 


As the percentage of bone in meat varies greatly with the grade, which 

is largly determined by the d~ee of finish, the reduction in weight of 
meat due to boning depends to that extent on the quality of the meat. 
The salvage valuc of the bones removed in a retail market is low. 

NUMBER AND KINDS OF STOUES IN OI'EIIATION 

In 1939, a total of 229,394 retail establishments handling meat were 
reported by thc Census of Business (table 42) (28). Of these, 42,360 
were meat markets (including fi:;h) , and 187,034 were combination stores 
(groceries and meats). Ninety-six percent of the meat markets were 
independently owned, and 4 percent were owned by chains. Of the com­
bination slores (grocery and meat), 89 percent were under independent 
ownership and 11 percen't under chain ownership. On the basis of the 
value of sales, chain ownership is relali\'c1y more important for com­
bination stores than for meat markets. The stores under chain ownership 
handled 38 percent of the total value of products sold in combination 
stores that year. Chain meat markets handled only 10 percent of the 
value of products sold through meat markets. 

• 
TAOLe -12.-NlIl/lbt·r oj slores alld vallie oj sales of meat markrls (illeltlding fislr) alld 

(olllbill(ztiolt storfS (groct'f), (I/Ili /IImil, by IYPt', III llr:' ['IIi/cd Stales, 1039 
~---:---- "._----:--'------------_._---

Sal~~Stort.'S. 

icombiU"tiOn (=~_=~~~'l---~ Pcrccnta~~ 
Type of market 

~Ieat : nll'at· COlllbination I,comb.in.ationmarkets groc~ry ·~leat nH.'at· .:\h·"t mcat­
stores markets: grocery markets grocery 

storc~ stores 
_._._-_.- ----I----I·----:-----;----·j-- ­

1.000 1,000 
.vumlur lVumber dollllTS doiluTs Ptralll Perce"t 

673.536 3.3801,226 89,7 61.6I nd,·pendent•• _" 40.755 166.777 

Chain........... 1.605 20.257 77.261 2,112.092 


TC>tal.~••:= .12.360 I _IS7:0J'I-_I_~71 5.4_96_.3_18_!....I--_-_-_~_I-(~=.-0~1•.-._-_.-.,.p~~~ 
United Statc$ Bureau of til(' Census (28, pp. 671.87-1). 

• 

Both meat markets and combination markets .( groceries and meat) 
of the chain type do a larger average volume of business than markets 
of these types under independent ownership, In 1939, 73 percent of the 
chain meat markets had allllual sales of $20,000 and o\'er, but only 23 
percent of the independent markets had annual sak:; as high as that 
(table 43). Annual sales of $20,000 and over for combination stores 
included 92 percent of the chain markets and 30 percent of the inde­
pendent markets . 

Independent retail markets, both those that handle meat only and 
tho~e that handle meat and groceries, have met keen competition from 
chain stores. The chain-store system, where a number of scallered stores 
are under single ownership and operate under centralized management, 
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'l"ABLE 43.-Size of independent a/Ul chain ?Ileal markeJs in tlae United States, 1939 

INDEPENDENT MARKETS 

Combination stores 
(grocery ancl meat)

Annual Sales ~reat - fish markets 

Le,'s than $10,000 ....... , ........ , .......... .. 19,170 65,879 

$10,000 to $19,999 ........................... .. 12.335 51,290 

$20,000 to $29,999 , .......................... . J,814 18,673 

$30,000 10 $49,999 ........................... .. 3,243 18,159 

$50,000 and over ............................ . 2,193 12,776
------- 1-------

Total. ••••• , ........................... ,,' 40,755 166,777

; 

CHAIN MARKETS 

Les~ than $10,000 ................. ............ 156 466 

$ 10,000 to $ 19,Q99 ........................... 284 782 

$ 20,000 to $ 29,999 ........................... 267 1,299 

$ 30,000 to $ 49,999 ........................... 357 3,777 

$ 50,000 to $ 91),91)9 ........................... 395 7,524 

$100,000 to $299,<)99 ...... , ........ ".......... 137 5,269 

$300,000 and over ............ , .......... " . 9 1,140


1--,------: 
Total •••• ,. , .•.•••• ,. " •.•• , • '" ., •.•• ,. " 1,605 I 20,257 

--_.....-------',--------------
Unfted States Bureau of the Census (28, /'1'. 671-671, 675, Hi i-8iS). 

apparently has some advantages, particularly in buying, over indepen~ 
dently operated stores. Large quantities can be bought and the products 
distributed economically among the member stores. Chains have the dis­
advantage, on the other hand, in that many patrons feel that independent 
operators take greater personal interest in their customers. Some also 
fear that chain stores may create a monopoly advantage in the retail 
trade. 

The establishment of supermarkets of the combination-store type, waS 
an important development before \-Vorld \-Var n. They were mostly 
under chain ownership. They often took substantial business away from 
the smaller community stores. 

Services rendered by retailers who handle meat vary greatly. Many 
stores are now of the cash-and-carry type, \vhereas others furnish both 
credit and delivery service. The cash-and-carry features apparently are 
relatively more common among chain stores than among the stores under 
independent ownership. The nature of other services rendered by the 
meat dealer, such as trimming retail cuts and boning meat 'Varies consid­
erably among market~, and thiS nalurally affects their operating margins. 

SELF-SERVICE RETAIL )\JEAT MARKETS 

Some self-service markets for selling meat at retail are now being 
operated. This method of retailing meat has been adopted at some super­
markets, the development apparently having been most pronounced on 
the Pacific Coast. The cutting, wrapping, and packaging of meat is done 
in the cutting room of the store. At stores where a large volume of meat 
is handled, meat cutters can devote their full time to cutting and preparing 
retail cuts. vVhcn tlsing professional meat ctltters in. this way, the cost of 
labor isreducecl if cl('rks without meat-cutting training keep the se]f~ 
service cases replenished. 

• 


• 

• 
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Retail distribution of frozen meat is of recent development. If the 
retail distribution of fresh frozen meat is successful, it will probably give 
stimulus to the pre-cutting of meat into retail cuts at the packing plants, 
although some may be prepared at central cutting rooms operated by 
chain stores and by supermarkets. If frozen meat is to be handled in 
~clf-s('rvice stores, it will require refrigerator display and holding cabinets 
that are suitable for dispensing meat and for keeping the foods frozen. 

PIlODUCTS HANDLED AT RETAIL l\IAUK,f,TS 

Mt.'at markets handle other products as well as meat, such as poultry, 
fish, other sea food, blltter, cheese, milk, and eggs. According to the 
Ct'nsus of Busir1l'ss, l11eat comprised 96 percent of the total sales at 
l11('at markets in 1~)39. At combination stores, the sale of meat represented 
about 28 percent of the total sales. The rest was macIe up mainly of 
grOt't'ril'S, fruits, vegetabks, and dairy prodUcts. It is estimated that of 
all nwat sold that year, G8 percent was handled in combination stores 
and ill otl1('r grocery stores that sold cured I11cat. About 30 percent of 
the meat was sold through meat markets, and 2 percent was sold through 
other markets such as delicatessen stores and fruit stores. 

MARGIN Fon RETAILING :MEAT 

The 111any different cuts obtained from a carcass sell in the retail 
markd at prices. that vary widely. In general, the different cuts are 
priced on the basis of their anticipated congUl11t'r dcmand. As different 
parts of the carcass sdl at diffen'nl prices, it is not possil:ile to detl'rmine 
directly the retail margin (or individual cut::; but the margin can be 
determined for all Cllts combined by deducting the purchase value of the 
carcass from the combined income from all salable parts of the same' 
cal'caS$ or wholesale cut. 

The retail margin of a carcass or wholesak cut of meat is the differ­
ence between the cost to the retailer and what he receives for it. It is the 
comp('nsation for the use of facilities and equipment, for preparing the 
Ineat, and for mc·rchandising the product. It also must allow for the 
:-.hrinkagc or waste that results from cutting and handling. The prepara­
tion of the meat ilwo!\'es tlw services and facilities for breaking lip the 
carcass or wholesale cut into ClIts suitable for lhe retail trade', trimming 
the cuts, boning, and grinding meat, keeping it refrigerated, wrapping. 
displaying, and mainl,tilling the store and equipnwnt. Other services are, 
waiting on the trade, and providing delivery and credit service. 

The a\"erage margin for retailing meat ill 1939 wag ('Btimatecl at 24 per­
t'('nl of 1Wt sall'S (table 44). Thi;; margin waS based largely on reports 
of two stlHlit's of costs of I'dniling meat in 193<) weighted by the numbc'r 
of storcs im'Q!wd (17. 18 J. This agrees closely with a retail margin of 
2.LS percent of the sales yalul' of nlt'at derh'ed by estimating the retail 
margin for 1039 on the basis of two exten<;i\'c surwys made by the 
BUre~\ll of Lahor S\lttis\ ks for tilt' Offke of Price Administration in 
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August and October 1942.25 The retail. margins in 1942, as shown by these 
surveys, Wi~S carried back to 1939 by adjusting for the trends in the 
wholesale and the retail price quotations that had prevailed during that 
period. 

TABLE 44.-Gross margills, operaling costs and profils for relai/itlg /Ileal, 1939 

Average Study by Study byflems all Mitchell Lindquist 
stores (138 stores) I (36 3tores)' 

Percent Pcrcelll Percent 
Net !."lles ............... 4 ...... <I .............. t ......... ~ ... . 100.0 100.0 100.0 

Cost of goods sold ............................ . 76.0 76.5 74.0 

Gross margin ......... + ~ ...... , ~ ''"' •• t .... " .... . 24.0 23.5 26.0
•• t ••• 'O' 

'fotal expenses ........ ' ..... I ........................... . 22.0 21.7 23.0 

Salaries and wages ., ............. " ... '" ... ~ ....... .. 13.9 14.0 13.8 

Rent or occupancy .. '"' ............ '" ., . <1' ........ .. 3.0 3.3
3;~ \Advertising .............................. . •. 4 .8 

All other expenue:s ..... "<t ....................... . 4.5 4.3 5.1 


Net profit •.•...'•......•...••. , ..•. "•...•....... 2.0 1.8 3.0
1-------
Stock turnover (times per year) ............................ .. 50.8 37.9 


.I Mitchcll (I.~. p. 27). 
• Lindqust (11, p. 9). 

Operating expenses in 1939, as shown in the table, compriseCl 22 per­
cent of net sales, and profits 2 percent. Salaries and wages were the 
most importanl of the operating expenses, and amounted to 14 percent 
of the net sales. This was equal to 58 percent of the gross margin. These 
estimates were also based largely on the same two studies of cost of 
distributing meat at retail that year. Data on the cost of retailing meat 
are meager but -SOIllC additional information was available to substantiate 
these findings. 

Retail margins based on selling price of meat should not be confused 
with the percentage mark-up on cost by retail dealers. A mark-up of 25 
percent of the cost price is equal to a margin of 20 percent on the selling 
price. A 30 percent mark-up on cost is equiva\('nt to a 23.1 percent margin 
on sales, a 35 percent mark-up on cost to a 25.9 percent margin, and a 
40 percent mark-up to a 28.6 percent margin. The a\'erage margin of 
24 percent of the selling price, dCi"ived in this study, is equal to an 
average mark-up of 31.6 percent of the cost price of the meat. 

The study by 1'ritchell (18), based on an analysis of 138 independent 
retail meat markets in the United States, showed an average gross 
margin of 23.5 percent of net sales in 1939. Of this, 21.7 percent was 
cOmpose(\ of expenses of operation, and 1.8 percent of profits. Profits 
were made by 71 percent of the concerns included, and losses were 
incurred by the olher 29 percent. For the profitable stores, the gross 
margin was 24.2 percent of net sales, and for the unprofitable ones 
20.0 percent (table 45). The stores in the profitable group had an ;m:ra£\' 
net profit of 3.3 percent of net sales, and the unprofitable ones had an . 
average loss of 1.4 percent. The average stock turn-over for the year for 
all stores was 51 times, for the profitable stores 54 times, and for the 
unprofitable stores 47 times. A majority of the reporting concerns ob­

.. The Dureau of Labor Statistics sun"oy in Aug\l~t 1942 included 8,294 fooll ston's ill 33 
"rimnry ~JlieS in the United States and thc 0etoh.r 1942 survey included 11.217 food store. in 
56 primary and ~econdary citie•• Most G£ the store5 included in these sun'c)'s reported prices 
on meats. 

• 


• 


• 
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tained more than 90 percent of their income from the sale of meat. 
Almost all carried some other line of merchandise, the most common 
being groceries, fish, vegetables, and dairy products. The average 
(median) net sale per store was $29,800. Forty-three percent of the 
stores reporting were classified as cash concerns (over 90 percent of 
sales for ca.sh), and 57 percent provided open credit (10 percent or 
more on charge account). 

T .\!H r, 45.-0P<'ruttll!J aml 'Jllcrt/wlldiS1'"U ralios of 138 relail meat markcls ill Ihe 
Clliled Siales, 1939 

I'rllfitable UtlprofitableAll roncerns 
COncerns CQllcerntl 

Perce lit P"crnt Pcrcrllt 
Nf't s:tl("4 ~".' ..... "~ ....... " •• ,..,,.~ .• ,,+.,""'~ ••••l 100.0 100.0 100.0n"t of goo,1- soltl ........................... . 76.S 75.S 80.0 
(irMs m:argin (p"rcem of s~les) .•..••••••.•.••..' 23.5 24.2 :W.O 

Total expense ................................ . 21.7 20.9 21.4 
S:tlttrics. owners and officers " ..... "" ... " ...... . 7.8 7.1 8.3 
\\"..!:~s. all I,lth.r .ml>loye~s •.•••.•••..•.•••. 6.2 6.2 5.8 
()cCUI'~m5 ~)(pen~e (94 pert~tlt of conc.rns 

3.0 2.9 3.1AJ:~:l~rng .::::::::::::::::::::::::::::::: .4 .3 .7 
1lad deut los,c5 .... • .................... . .3 .3 .2 
All ()tb~r ex!,en,e ......................... . 4.0 4.1 3.3 

Profit or los! ................................ . I.B 3.3 (') 1.4 
R~ahz~d mark'lIp (perC~llt of co,t} ••.•••• , .•••.•1 30.S 32.0 25.0 
lnventof), turn-over (tml~s per y~ar) ••••••••••••' 50.8, 53.9 46.5 

, [.os5. 

~lttchell. (18, p. 27), 


The study by Lindquist (17), covering 38 representative retail meat 
markets located in diffen:nt parts of Chicago, showed a gross margin 
of 26 p~rcent ot net sales in 1939. The average operating expenses for 
th('5e stOrt'S was 23 percent of net sales, and the average profit 3 percent. 
This study inc\U(\Nj cash-and-carry, and credit-and-delivery markets, the 
fonner type predominating. The stores varied from I-man to I8-man 
markets with annual sales ranging from ~11,976 to ~275,417. The average 
5.'lle per storc was $45,446, and the average stock turn-over was 38 times 
during Ow yea r. 

Other studies by Mitchell (8) :;how that in 1939 the a\'erage margins 
were 19.2 percl'nt of nl't sales for combination storest and 18.4 percent 
for groct'ry stores, compared with 23.5 percent for meat markets. But 
the expC'nses or margins for operating the meat department and the 
grocery dl'partment of combination stores cannot be ascertained from 
these comparisons. 

IIqweVC'r, a study of 25 general stores for which the margins 011 

sales nrc shown by ch'pnrtments reveals that in 1939 the average margin 
for the meat departnwnt was 29 percl'l1l and for the grocery department 
If) pl'r(,(·!1t {191. This comparison nlso checks closely 'with the margins 
for operating the:ic two d(:partments by three supermarkets in California, 
a:; shown by the same study, The margIn for operating the meat depart­
l1h'llt wa.. 29 percent of salrs compan.'d wilh 15 percent of sales for the 
J::roCl'ry dt'partmcll!s. }\s :;al!.'.>! of meat reqllire more service than the 
:--<11c of groceries, lh~' l'xpcnscs in relation to sales arc higher. 
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TltENDS IN MARGIN 

The gross margins, expenses, and profits of a representath'c group 
of retail meat markets located in different parts of Chicago an' available 
for the ll-year period, 1929-39 (16). From 3+ to 50 markets were 
inclttd(;'(! in arriving at the averages each year. The average gross margin 
ranged from 22.4 perc('nt of sales in 1929 to 29.2 percent in 1932 (table 
46). Operating ('xpens(''i, which macle up most of the gro~~ margin, 
when c.'Cpresscd as perc('ntage of net sales, were relativdy large wht·n 
prices were low, and rcJatively small wh('n prices wen' high. This <:1)ll1C,> 

about through the fact that when prices change ;;0111(' opt'rating costs 
either rrnmin the sarn(' or change less Ulan the change in prict's. Between 
1929 and 1932, the total expenses per pound of product sold declined 
from 5.8 cents to 4.3 cents, but the price of the product dropped from 
31 cellts per pound to 16.3 cents per pound. The result was that the 
total expenses of 18.9 [Jercl'nt of salt'~ in 1929 increased to 26.6 percent 
of net sales in 1932. \Vhen prices dt'c1ined the retailer's oprrating ex­
penses declilwd rdatiwly less; th('refore the cost of doing husiness (in 
perccntage of sales) increased and this required a high('r percentage 
spread. Howt'ver, it doe'> not nt'ccs~ari1y follow Ihat a wider margin is 
always realized wh('n prices are cit-dining, as retailers may be forced to 
operate on a smaller net margin or even at a loss for limited periods. 

TAlll.F- ·16.-(;ros5 margin, opaa/i/lg exp('lIs('s and projit,f as perCl!/ltltge Ilf llet sales for 
n'/ail 1IIeat I/ltJrkl'ls ill Chicago, by ycars, 1929,-39 

__-=-__!}'Q21)_F~!O ~~Il~[_l.IIln r~(~l! I~)~;.L~..PIIS '\' I'llr, :-~1)!7.:>')lRlIIJ\Il 
Po-aufPeru,,: P(NtJJI 'p~ra1tl, l'~rUllt .. l'L.r, tnt. pt.fa,:t1f'cn t"tlt:Pt'j't t~nl' Prromt l'~rl nrtI; j l' I I : 

NI't S.'IC~.•• , .••• ,.,. 100.0 '1100 () '1ll0,() I1)(},O lOO,O' 100.0 [00.0 100.0; [flO 0 I LOO.n' 100.0 
(:o~t(!rgn()!ls5(lI(L.. ~7.6 !!.l) j ~L7 1 ;p~ ;~J1) c ~.t11 ~~.~ ;l7 ;;; (j! ;1'~; 'i-1.0 
(,r(J5~m"rg," ...... ", .2.'1 21.[; ,X.l i .J • • 1.1 .•6,,\ f .....:U ,.I ..I! ",) ..!(I.I) 

• I" 9 '0 To I '1 u I ,,' 1 1~ -' 'I J ' 10 <) I 't) I' '0': n (): •T. (J taI t·xp<us(>._---- 0, I . "i - .0 I -"'" t .".~. '. - "1 .. ~ I _., '.'~ I -_. I 2,.0
\\.11:\·5.••• - _. ". 12,0 12.1), 1·1.6· 16.1, \, S \ 14..1 1l,~ IlA 125 1.1.1 Il.S 
nl'nt. -.__ __ f 2 .. 1 I .' +i 2')' .U I .U, l.S' 2.1 I 2.2 1.<) 2.1 l.l 
Al["thrre"pcn5('~ I ·1.6 [ 5.-1· 6 .. 3' 7.1. 7.5' 7.1 I'. 6.1 i 6.J 6.t I P.ll!. lJ.'1 

,1 I l I I 

,",,·t [)rofit..... • 3.5 j .I.'i .I,:i 1.11' 2.6 2.1 i 1.3: ·1.·1 .l.Q' .1.51.0 
Stock lurnu,·rr (timps I . ' 

per re~rJ •• . . j 1,0 ; 70.1 57.·1 611.!·.'7..1; 5·1.0 I -18.2 ·HU; ·1.1.·1 ·11).·1 

Avprage I1Ipr~hant1isc I'-'-"~ .-inwnt(lf)'•• _._.... 69,1 6.!'J .5:0 ·176 168 Sr..l, n~ i"~ 9')2 '110 
__.~__• ___ &"L___ ...__~~_'_ ..... ~_ ••~~____..... _ 

P(-r pound (,f t')rnduct~ 's;lhl 
---~-..--.-...-. 
emf; : ("ell" C"I/; Cellls: ('(nl, . ('fillS CellI, Cell/' (elil. (,... (mi' 

SfllinJ.: p!icc...... __ ., .ll.~ : 2(' II 2UI If>, 1 ')',7 , 16.9 "I)!,'.'I ~IO .n.? .. ."'~ 'I!t',' (I)I
(,.st I'M' ..... _ .... _. 2,1.. 2tJ.Z 1,,7 I 11, 11 1 12.5" I'U! 176' II> j 
(.r",3I!urgin........ ' (j.S 6.6 6 1 ·18 ·1.", ·1,4 4,<) 5.2 5,6 5,'; 'd, 
Tilt.>! .·"(\>.;115'· ....... ' S.8 ';.1 52.,·1.\ .3.1)' 1.0 ·(·1 .1.3, 4,7 ·111 5,1)
"l<-t l,r..I't, "_ .. _.... , 1.0 J.I .f) .5 .·1 .1 .5 .1) .'1 .7 .11 

Lin(jqUl<l ',H, p. 11). 

TIl(' :;cwn' drought in 193·~ n'sulll'd in Iwavy liquidation of li\'cstock lhat 

• 


• 


• 

year, but the \'olul11c of lllarkL'lings dropjled sharply by early 1935. The 
smilllet" Yolumc' of product cau:lt'd prices to adyanc(', and the margin per 
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• pound of product increased somcwhat but the reduced tonnage of meat 
handleu largely accounted for the small profit that year. The more 
fn\'orablc supplies of livestock a11c1 the improvement in general business 
conditions in 1936 helped to stabilize the meat industry. Tonnage sales 
incn'ased so that) even with slightly IOWcr wholesale prices, retailers were 
able to increase their margin and tht':'ir dolIar \'olume, and to absorb the 
higher costs of wagcs, rl'nt, supplic:i, etc., without increasing their per­
ccntage eo"L Ol doing b~lsiness. Conditiolls from 1936 to 1939 continued 
auout the same. 

A lllar1~('d chnnge which took place during the l1-Y('ar period was 
the l-hnrp reduction ill the number () ( tin1l's the slocks were turned OVI.'I' 

per year. [n 1nY, the storc;; includcd in the :;Iudy had an avemge stock 
t \1rn-o\'er of 75 till1l'S pt':'r ycar. This (1<:cre1ls(.'([ rather regularly during 
!he peri()(I, to (,0 linws in 1<132, 48 tim\'$ in 1935, and 38 til1l~s in 1939, 
The rclativdy '>lI1all '>tock tUrtH)\'(.'r ufter 1935 was as~ociatl'd with the 
high average l\\l'n:halldbe inn~ntori(.'s maintailHxt compan'd with earlier 
},l'ar:-.. I't'olih \aril:d frcnn a low of 1.8 percent of nL't ~1Ill's in 1935 to a 
high () f ·k5 pe n'clltin 1(),~O and 1931. 

• 

•\ c()tnpari~()n of gross margins, (.'xpcnscs, and profils for the retail 
tlbtriblllioll (j f nwals jn the lO·yt'ar P(:riorl, 1925-.34, !11<1y be made from 
all exl~'lbiw study hy Tobin and Gn'er (2/ J. The price of meat remained 
tl'\atiwly high frolll 1(J2:; 10 11)29, but the (It'pre~sioti broug11t (I decline 
tll(' following )Tar which COIl[iI1u('d unLil 1933 (table 47). Prices ad­
\;tm'('c! SOJlI(' ill 193·k For lhe 4-),e(l1' pl'riod, 1<)25-28, the aV('ragc rctail 
priel' of llwat was 25 cenls per poul1<1 compared with <In an'rage pricc 
of J63 c('nts per puund for the 4-)'ear period 1931-34. The average 
whol(·.;ale prieto for the~t· two periods was 19,4 CC'llls per pound and 
] J A ('('Ills p('r pound, .fe:o;p('clively. 1.1w average gross margin changed 
from 5,0 {'(,Ill-; pCI' pound in 1925-28 to 4.9 cents pl:r pound in 1931-34 . 
.\s lht' rhnng-t·-; in till.' retnil and wholesale prices between these two 

'1',\111.,: ·17- -C,'lIl!,,/riS(l1l of IIhll'.!lill.~ ill I.·,'/lis t['/' r,'lIl1d (/I/d ill /'crnm/aql' vf retail 
1,du" ·.t d,li.·,,·,li /..ilids of IlIt'lIl /dr /fit' ./,,·,1 "-)lmr p,-riods, 1925-28 and 
llJ{/ H 

I Value at "';:;::--r- Margin for r~taiHlIg 
Kind oi meat arid period r~latl, ,wholesale, I I ! l'·rcAJI1""c of 

, I'~r 1"I'lnd 1'<'( rl(lUo( ",""j prr [lOl!lIu l' .'._, retail vallie 
---- -------·CrJlt;----C.·Ilt.r Ct' II ts PcrCl!lIt 

[kef: . 
1',..!; ,!g ......................... * .. ~ , ......... ". 25.i \7.9 1.8 30.4 
1'111 .H .................... " ... . 18.; lJ.J 6.5 3~.8 

·.,.t.· ......... ..- ••• j 'til. 211,;- 12.1 37.3 

... " ... . . .... ... 21.U ]..l.t 8.9 42.4~ 

[·,·d~ Hi! ~"t.,. ~ 
1,.:, ." 2,\.M 20.2 3.6 1.>.1r. I .. l,l,;! 11).7 3.5 24.fti 

• 

~h1Htw .tt,.$ Luur.: 


1'1;"\ .!'I.t. ~.!. i{ 2.iA 1.4 22.6 

/';1 ,I 2U 1·1.4 7.0 3:!.!" 


"'II m"'.h',.h •.. s .. .1'.0 19.4 : 5.6 22.4 
n~l 'I 16·3 llA 4.9 30.1 

http:1925-.34
http:IAnGI.XS
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periods were not proportional, different prrce\1tage m~rgins resulted. 
The average gross margin was 22.4 percent of net sales 111 1925-28, and 
30.1 percent in 1931-34. Wage payments were equal to 12.0 percent of 
net sales during the first period and 16.6 percent during the second 
period. 

Data on gross margin and operating costs of retail meat chains are 
also available for 1933 and 1934 by the Bureau of Business Research 
of Harvard University (table 48) (211. For ]9.34, similar data arc also 
available for meat sides (departments) of combination chains. For retail 
meat chains, 5 companies with 83 Slon's were included in 1933 and 
6 companies with 127 stores in 1934. For meat sides of combination 
chains, data were available for 21 companies with 4.943 stores. The 
average sales pcr meat market was $-10,558 in 1933 and 5,49,656 in 193.~ 
and p(~r meat side of combination chains $21,813. The gross margin for 
meat markets the first year was 30.2 percent of net sale'l, and the second 

TAULE 'lB.-Opera/I·Hg rCSlllis oj rd(dl IItt'at chaills, 1933 rlwl ,Z9,1.1, alld oj /II eat 
sides of rOlllbillClli,1I/ c1wil~fJ .193-1 

[~redian figures! i net saki = 100 r,crcen(] 

Retail m(·at ohnin. ~rcat ~idc5 uf
Itcm 

r-'-- cOlnbil1ation 
chains 

l'lH 1~11 1934 .-- -----
Ch3ins ••••••••••••...•••••••.••••••••.• , .•••• ' 
StIJfCS '0 •••• ~ •• ~ ....... J •••••• ~ •••• * •• ~ + ..... ~ .. io .. . 

Aggrcgate net value ......................... .. 
Average s~lcs l'er stor~' (me<liall) •.•.•••••••••.•. 

Xllmber 
:; 

83 
$,1,~r,8.nJi'1 
$ ,10,558 

;"umber 
r. 

127 
$',,2(,I,UOO 
$ 'IQ,GS(i 

f,.r"mbe:r 
21 

4.943 
$1~0,757.000 
$ 21,813 

['C"CCllt Percelll Pcremf 
Net cost of merchandise soltl••.•••••.••.••••.••• 
Gross tnargin ............. + '" .. , • ......... I ......... , ..... . 

(.0.110 
30.20 

7.1.56 
2(·.014 

73.15 
26.85 

Store eXllt'IlSes: 
SnlnrH.·1lj itnd \\'1g('" ", ~ .. 4" .............. , ........... " 

Ten'U1Cy enq\- (including dCllreeilltiQn of 
major Jtupro\,t,.·tnJ:l1t.,) .• ~ . ~ .......... ~ .. " ..• 0' 

Drpred~ltiQn of fixtllrc~ and l'QPlj1llll'ul . + ~ • 

L.ight, heat, \\';ttt'l"t l)owt!r, flod rcfflg(.:·r~Hinn. v 01 
Supplteq .••••.•• , ••••••••••••••••••.•••.•. 
Advl'rtlQing .. 0 •• " ........ 0 ........... , ............. 0'" 

Tn,urnncc (exel'llt all rc.ll t,talcl ..•.••.•.• 
Ta'<l'~ (eXCt'pt 011 rca I cSI.lle ulld ['.,It·, al t.1X 

on income) ••• , .• , _ ..•• , •••• .••• . ••••• j
!lU,cellanCQII5 expenses ..................... 

15..)0 

J,~I) 
2.16 
:l.11 
t.20 
I/li,.
.~ , 
.(,3 

I I.:;S 

15.07 

3.71 
1.4:\ 
1.72 
1.58 

2 1.09 
.29 

.40 
(.) 

(') 

(l) 
CO) 

12.96 

3.29 
2 1.57 

1.73 
1.22 

2 1.33 

TQtnl extlcllSe before inlerest.., .. , ••.•• , ;----2?75 i~-· 27,6;" --,n,)-
Total interest (inclu,ling j"tt't<·.t (>I' net 
worth) .•••.•.••.•.•...•. "' .• , ...•..• ._._-_..7:; --·---2-8-~.!: I=-«:)·"-~ 
Total expenses including ill'(·rest•.••.••• .~i1,5~ _~ 

'!iot lo~~ .•: ............................. ''': .67 : 

Net oth~r utCQI11e ..... • ~ •• ~ .... ~ ................. .. .63 I 


I ~te,il;l!l ilgun'G gil'c ('lunl "ciJ;;ht to cach (ham irre'l'el'!ive of !onl~s vohlJn~ or numh.,· of 
stllles. A~ nil th.- uH'dmll< \lere .ct Independently. the figurc~ ior the ;evcr,,' ltelll'! cannot be 
eXlwet,·.1 til he to 11..- respective totals. . 

, Figur," iur tlth itl'm We're not rcported hl' ill! the firms 111 the group. 
j Included with. mi'!cdlnneol1s expenses. 

Cndudcs communirntioll, traveling. nnll uncln,,,ficd. 
~. rncludes communkation, nth·crti,in!\,. tnxcs, anrl unclassified. 
• It i~ impossible 10 !I'V<' th,'sc datn lWealhC the> elmin,. in reportin!? did not n\locatc acimitJ. 

iSlrall\,(', Sl'Il('ral, warchullse. and nil uther "XpC'be to Ihe stores or ""Ies, respt!ctll·ciy. 11 does 
not s'!t'm deslt.,ble to iml'~Y lhat ;uch expense, "hQuld be (hstributed 011 the b~sis of sale,. 

Schmal" (21, fablrs 2-0/, /'P. -1-7). 

• 

• 


• I 



• 


• 


• 
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year 26.4 percent of net sales, For meat sides of combination stor.es the 
gross margin was 26.8 percent. In both years the total expenses for meat 
markets exceeded the gross margin, so that losses instead of profits were 
incurred. The loss the first year was equal to O.~ percent of net sales, 
and the second year 0.67 percent. Net profits were not determined sep­
arately for meat sides of combination chains. 

The study by Lindquist of retail meat markets in Chicago and the 
l larvard. University sLudy of meat chains show virtually the same gross 
margin in 1933. 110we\,er, the meat chains had higher total expenses than 
the meat marlwts, as they incurred a lo:;s instead of a profit. For 1934, 
the Lindquist study showed a gross margin of 26.3 percent of net sales 
compared with 2·~.7 percent for the Harvard University study. The total 
l'xpenses before interest was allowed wa~ about the same in the two 
!itudies. 

VAIUA'I'lON IN MAnGIN AMONG MEA'I' FHOlll DIF.FEIIENT SPECIES 

Retail ma rgin~ are not the same for the different kinds of meat. 
The margins, based on the study by Tobin and Greer (24) are shown in 
lable 47 [or the two average -~-year periods, 1925-28, when meat, prices 
were reiatil'cly high, and 1931-3·~ when meat prices Were relathlCly 
low. DUring' the highcr-price period, the average retail margin based on 
the selling price, was 30 pt'rcent for beef, 37 percent for veal, 15 percent 
fot' pork and lard, anti 23 percent for mutton and lamb. During the 
loweL'"pricl' period, till' average retail margin was 35 percent for beef, 
42 pt'rct'nL for veal, 25 percent for pork and lard, and 33 percent for 
Illutton and lamb. 

The diffel'c:nct' in thl~ retail margin of various kinds of meat largely 
reflects the amount of processing and the amount of service furnished 
at lhe l'l'!ail lllal'ht. The retail margin for pork is relatively low as most 
of tht, processing-such as CUlling, curing, and smoking-are don.;; in 
til(' pat'king plant. In the case of beef, vl'al, and lamb relatively more 
PI'(Jcl's~il1g i~ done at the retail market. The preparation of retail cuts, 
ill\'ol\·jng trimming and boning in addition to cutling, varies greatly 
among difTl'rent ll1l'at dmlers, and among citics and regions. The boning 
of llH'al' grt'atly afTecls tht' rdailmargin. Tn addition to the labor involved, 
the n'l\1oval of Imlll's cll'crl'<'lsl's thl' weight of the salable meat, which in 
tUrn incrl'<lSCS the rt'tail price per pound of meat. The effect on the 
n'lail margin f 1'0111 such services ris deliyering the meat to the home and 
providing el'{'clit service to customcrs probably will be generally applicable 
tu ll1l'ats of all kinds. 

t\ study of the consutners' cost of ll1eat, the r('tailing, wholesaling and 
processing margins, and the returns to farmers, for the fiscal year ended 
about Nov<,mbel' 2, 1935, was made by the Federal Trade Commission 
(35). This study of margins was based on retail and wholesale prices 
dl'l'it;(!d from l't'ports of the BUI'eau. of Agricultural Economics and the 
l3un'iHI () f Labor Statistics, and othcr market reports. The margin shown 
was the ditTl'rt;:nce between the price recei,'ed by one agency in the 
proc('~s and till! next such agency. This method di fferecl from the other 
"llldil'~ rd('rrl'd to which were based 011 data on margins obtained fr0111 
operating COllcerns. 
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As shown by the l<'ederal 'l'radl! COlnmis~iol1 study, the retailing margin 
for beef was 30.6 percent of the retail price, for veal 37.6 percent, and for 
pork 22.2 percent. If the meat moved through !'<:tail channels, the average 
margin for these me~ts combin,ed, when wcighted by the quantity of 
meat sold ill the U niled ,stales, would be about 27 percent of the sales 
price. 

These margins are cOllsiderably higher thUll those shown for that 
year by Tobin and Greer, and by Lindquist. Possible reasons for this 
may have been that the prices used were for grades of meat somewhat 
better than average quality, Or that the retail price series that were 
developed were heavily weighted by cuts of meat of relatively high value. 

VAHL\TION IN MAllGIN Ai\IOXG COTS 010' MENl' 

The retail margin varies among different cuts of meat obtaineci from 
the same speck's of animal. This variation is shown by information 
collected by the Bureau of Labor Statistics ill the study of retail iood 
ll1:\rgins made (0\' the Office uf Pricc Alimini:;tratioll in August 1942.20 
The nmrgin for whole smoked ham was 1.3.1 perccllt of lhe retail seiling 
price, and for sail pork bellies 24.4 percent (table -~9). Included in till' 
tabl" are only the pork commodities, slllokl'd whole ham, sliccd bacon (half 
pottnd pnckage), salt pork bellies, and refined lard, (1 pOllnd carlon). 
Tlws!;' were all sold retail in the same form they were purchased whole­
sale by the dealer, except snIt pork which was sold in smaller pieces but 
probably nt a uniform price per pound. For beef, wal, lamb, and SOl11l' 
pork cuts, the wholesale product obtained by the retailer is broken 
down into sevcral kinds of retail cuts, which probably sell at s~~\'cral 
different prices. To compare lhe price of a specific Clit with the whole­
sale price of the piece from which it is obtained, or to allocate arbi­
tJ'arily a diff(.!rent wholesal" price to each slich retail Clit and compare 
it with the feWil price of the Ctlt, would hnvt· little significance. 

TAnt.f: 49.--,tlvcra{lc {lruss retail margillS for Sl!7Jerai porl~ Cltls, ami lard, all t::,'pes 
of s(ort!S c(~lIIbi'I('cl, /ocah'cl ill 23 cities i/l tlu! Ullt/'{!d Sta/es, , ..IL'l!k ended 
August 18, 1942 t 

.._------
Mnrgin=

A,,('rage AYerngc
Commodity 'ell/n!t price invoice price I Percenl,lg" 

per pOllOl\ per p\lund 
PO' '''0' I"selling,Iprice 

Cellls Cenls Celiis Percent 
Ham, whole S 38.9 33.8 5.1 13.1 
Dacon, 

mokotl llOit',;,i •p~~k~g~: 21.6 4.3 19.9sli~cd, half 11.3 . 
Salt pork bellics 27.0 :20.4 6.6 24.4 
Larll, refined. 1 pO~~I;J· ~~~i~J;::: :: Is.o 15.2 2.8 . 

j 
15,0 

I Includes independent stores 01 variou;; ';1."S, supcrmnrk~ts, and corporate chJins. 
'These gro,~ margins, ba!>cd on the dln\'rellee between the selling price per pOllnl! and the 

invoice price per poun,I, do not mak<- adjustments lor spoilage. shrinkage In weight uUt! 10 loss 
of mp/slllre, and trimming of stale cUts. 

Data obtained in the stlldy 01 rctail foot! margins made by the l\\tremt of Labor Statisti.cs for 
the Office of l'rk~ Adl\linistrntion. (Unpllbli,he,I.) 

VARIATION IN MARGIN AMONG TYPES Ol~ STORES 

The <1.vcragc gross margin for selling meat at retail is not the same 
for di fferent types of stores. The Bureau of Labor Statistics study 

." 


• 

• 

:. S,:e footnote 25, p. 76. 
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• showed that, in general, average margins were lower for supermarkets 
and corporate chains than for independent stores (table 50). J\mong 
the independent slores, the small One tended to operate on lower average 
margins than those of mediu1l\ and large size. However, the relation~ 
shpis among margins by different types of stOl'es were .not the same 
hn' the various cuts of pork products. In the study by the Bureau of 
Business Research for 1934, the margins for retail meat chains and for 
meat sides of combination chains were virtually the same (table 48). 

T....Jlu: 50.·-Gros.r re/ail IJ/arutn IiiI' fivlJ park />rOill/cls by differcllt typ,'s 01 sforc,r 

ill 23 dlh's ill '"C Ullited Slates, 7t!/!/!1.. c/ld/!cl Augllst 18, 1942 


HAMS, WHOLE, SMOKIW, PER t'OWW
----"'---. 

Margin'

Slor~~ AVeralie Avcrngt:
'.1'~I"· ur 'lure! selling "'---""~""---"",,---llit'llltlcll hlYoice I'ercentage ofi1ficu price Actual selling price_4<"",._",_._---*"'--,~

.Vulllt'.'r C~lIls CI'lIts Cellts PC1'ce1l1 
I ndepclld~tlt, ~1\1~1t ••••••• 175 39.3 3.1,7 5.5 14.1Illde[lCfld~tlt, medium ••••• oJ;7 38.'1 .u.S 5.4 13.8.r1II1cl'cndcllt, large ••..•.. oJ7l 3Q.J .1J.5 5.1 14.6Sutl(~'rnHlrkct •• ,,, ~ • I ., ..... 1M 3il.·1 .U.S 4.6 11.9COt I)Ornt~ rhain . \, ....... 20l 38,3 3J.7 4,6 12.0 


H.\CON, SL[CED, 1~.l'OUND PACKAO~ 

lt1tlt'l'clI,l~nt, s::;; .. -,'.. ,.1 23.·1 18.S 4.6 19.8IJ)dL~pcndl,tltt jUt'Ilium i" ~ .. 2J.9 \8.7 5.2 21.8[11I1cp('ndent, large . l , t 2·1.9 19.5~ -t • 5.4 21.6
~uf!(\rrn:lrk~t • >' • ~ ••••••• ~ • 23.2 18.9 4.3 18.5
CQn'urilt~ th.un ~."' .. ,. I ....... J 18!3 4.2 18.6,,­

• I• -----------_..-- -'-----..:.-----'-----'-----
SAUl' l' 0RK, BELLIES, l'ER POUND 

---.~'--~c--~;------:----.,..-----;-----;-----

rl1d~pcllllent,~mall ..•••.. 143 24.3 18.4 5.9 24.3
Intl~l'el1t1cl1t, lI1~t1ium •••.• 176 27.2 !',,6 7.6 27.9
In'(~l>el1ttent, large •. , ••.• 176 27.2 11.6 7.6 27.9
SUllermnrket """ + • , ..... 85 24.l 18.2 5,9 24.5
Corvor'nle eh'tlrl ., ••••••.• 105 ~4.7 18.9 5.8 23.4 

Ll\RD. REF[NED, I·POUND CARTON 
------'--'~-~---:-----.-----;------;-----
ftl<l~pendent, smull •••••• , 256 1~.7 15.3 3.4 18.1
IlllleJlcll!l~lIt. 1ll,·t1iuOl. ., ••• 276 1~.8 15.3 3.5 18.5
r"dependent. i,lrg" ••.•••• 2J2 18.5 15.1 3,4 18.1 
~l1permnrkt,·t •• ~ .- ~ •••• ;. ••• 114 16,5 14.7 1,8 11.2 
CorpDratf,~ dhun ~" I- 0- ~ -t'" ~0­ 143 16.5 14.8 1.7 to.O 

t 'fIll' Rlor~~ are classified on thl: ba~js of type alld volume of sales in 1939. 35 follows: 
1l\(1~1',~n,\t'"t. .mall. \lntle~ $20,000: indepen,lent. medium, $20,000 .but less than $50.000: 
indt'pl'lldt'lIl, I:lrge, $50,000 but less thllil $250,000: supermarltcls (chain 01' independent) $250,000 
III' lllO,,· WI' in,lepcndcrlt store, or ttveragc Per unit of a chain in n given city: and corporate 
\ hail! (4 Ilr ,orc utlits with combined annual sales of $500.000 or more) haying avcrasc llnnuai 
"')", pe,' 11m, Ie,s Ihall P50.000. If average sales per unit is $2S0,OO(J or more, the store$ arc 
daso'ilied \15 fiUllcrm:,rkels. The ela,,~ification of sup~,.markets by the Office of Ptice Administration 
for Jlllrl~IS"S of J!tice rcgulntiun tlilTers slightly from this in that it i~ ba,ed on saies of individuai 
~tor~, irhteat\ of average per unit of the chain in n given city. 

~ These !(ross ll1arginQ, b:!sCII on the diffcrcnc(~ between the selling ptice per pound and the
j"""ic,' I,riel' P('!' POll/ltl, dl) 1101 m:lke allowance for siloilage, shrink~gc in weight due to .(oss of 
1II01~tul~. ,,,,d the trillltlling or stnl~ ~lHs. [f these r.llownnccs were made, the actual gross ~clail 
milrgil15 w/)uld bt' less tlwr( shown in this t3blc. 

• 
lla~ed on Unpublished data obtained in a study of retail food mar~ins matle by the Durenu of 

Lallor SI,1Hstic~ for the Office of Price Administr:ttion for the week ended August 18, 1942 • 

ITEM:; OF COST COMPRISING l\fARGIN 

SnlariC'$ and wages were estimated at 13.9 percent of net sales in 
1();~C). whldl \\'11$ t'qllnl to 58 p{'rc~nt of the grosg margin for retail meat 
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markets (table 44). In the Mitchell study (17)J salaries and wages were 
(·qual to 60 percent of the gross margin, and in the Lindquist study (15) 
53 percent. In these studies, the labor cost included both the s.alaries and 
wages paid the employee! personnel, and a reasonable allowance to the 
proprietors as componsation for their services of buying, selling, and 
management. The most common amount allowed proprietors in the 
Chicago study was $·!5 ~o $50 per week, but the allowances ranged from 
$35 to $100 per week. In instances where the merchant owned his store 
building a reasonable charge was made for rent and this was included 
as expense. Depreciation in most cases was computed at 10 percent per 
.\"(·ar on the total cost of fixtures, machinery, and equipment. \Vhere these 
were acquired at high prices before the depression, the original costs 
were reduced to current replacement costs, and depreciation was com­
puted accordingly. Interest on the proprietor's investment or equity was 
lIot allowed for in expenses. The allowances made for salaries, rent, 
and depreciation in the Mitchell study are not reported. 

The operating margin of retail meat markets constitutes a relatively 
small percentage of the value of sales when prices are high, and a rel­
atively large proportion when prices are low. This is influenced largely 
oy the payment of wages as wage payments comprise nearly 60 percent 
of all operating expenses. V/age payments, -however, vary more over 
a period of time than such cost items as rent. interest, taxes and over­
head, so it represents a slightly larger proportion of total expenses when 

TADI.H 51.-Retail margili ill cents per pOll/ld sold at retail and percelltage oj relall 
dol/ar, d/slriblliecl illio prillcipal compollrufs, 11)15-34 

\'alup per pound sold ttt ..ct.flt 
Item 

_________1_19_2_5 ~ 19271~~ ~~~ 1931 ~ t<H1I~-==-
CeIIls Cellis Cellis C~lIis ('ellis Cellis C<II/S Cmlf CelllS Cenls 

VahIPatretaiL__________ ._ LI.6 2-1.·1 25.01 25.6 26.0 23.7 18.7 IS.2 14.3 111 
'\[argi" for retailing function: jWages______________.. 28 2.3 ".7 J -I .1.3 3.0 2.5 271 2.6 2.9 

Rent_________________ .6 .5 7 7 .6 .5 .5 .5 .5 .5 
OtlierexpcnRe_________ ,1.1 .9 13 1.2 1.1 1.2 1.0. 1.~I) I 13,
Profit_________________ .7, .6 .) .9 .9 .9 .7 .5 .7 1 .0 

Tota[ margin________ 5:!1-·-li-t~6716...JT6IT56 4'81----:;-:-91 ~·i8t-s-.i 

Cost at wholc$alc __________ "79.4('~O.otf~~.t(~~'y1'9~~('i'8tl1J~;iO'/~u~ 

Percentage of retail dollar 

~ ~1~1~1~1~1~1~1~1~1~cCIII cemt ccnt cellI ceut cellt. ceut _ cent ,cellt un./ 

;';;lllatre:;!.._==~~I~I~~~~~-;;-I~~ 
.Margin fprretaillng function: /

Wages________________ II 10 14 I.J 13 12 13 18 18 17
Rent___ _ ____________ _ 2 2 2 2 2 2 J 3 01 ;1 

P,;~f.L:~~:~::::~:::::: --.l-.l~ --.!.--.l~I~-.l~~ 
Total margin __ ---___ 21 I 18 I 26 I 2-1 I 23 I 2,1 I 26 I 31 I J-! I 30 

~~st at wholesale______________~~l_.8:l1 7.11._ 7Tr. 77 I. 7~J 7~1 ~81'66r70 

• 


• 


• 

Tobin anti Greer (U./!. (58). 
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• meat prices are high than when they are low. In the study by Tobin 
and Greer (24), wages made up 63.5 percent of the total operating 
e.xpenses in 1929 when the average selling price of meat was 31 cents 
per pound, 59.6 percent in 1933 when the average price for meat was 
14.7 cents per pound, and 60.0 percent in 1939 when the average price 
of meat was 22.0 cents per pound. These figures are based on data given 
in table 51. 

REDUCING COSTS AND IMPROVING EFFICIENCY OF' 
MARKETING AND PROCESSING LIVESTOCK AND MEAT 

oE the total margin for marketing and processing Iivestock and meat in 
1939, the retailing function absorbed 49 percent ancl the wholesaling 
function 12 percent. These figures are based on data shown in table 3 
and figure 4. The margin going to meat packers for slaughtering and 
processing was 30 percent. The marketing of livestock, including its 
transportation, was about 9 percent of the total margin. 

• 

It is well to keep these relationships in mind when considering. the 
question of reducing the margin between the price the producer receives 
for livestock and what the consumer pays for meat. It does not foHow, 
of course, that a margin that is normally large for performing a given 
function, is easier to reduce than a margin that is normally small for 
performing some other fUnction. But it is obvious that a given per­
centage reduction is more significant if applied to a relatively large mar­
gin than a smaller One. For example, a 10-percent reduction in the 
cost of retailing meat would be as significant in relation to the total 
margin as a reduction of more than 50 percent in the Cf!st of marketing 
livestock. Conversely, a reduction of 10 percent in the cost of marketing 
livestock wotlld be equal to less than a 2-[)ercent reduction in the margin 

• 

for retailing meat. 
The margins for marketing livestock and meat largely depend upon 

the channels through which the animals and products move from the 
prOdtlCl'r to the consumer, on the marketing services performed, and 
on whether these services are provided by others, anel paid for, or are 
furnished by the farmer who produces the livestock, or by the consumer 
who purchases the l11eat.27 The margin for meat packing is affected 
grcat/yby the extent to which meat is processed, and by the type of 
processing. 

Farnwrs who slaughtc'r their own livestock and sell the meat direct 
to consumers may not pay for any service; therefore they receive the 
full amount the consumer pays. In like manner, a consumer who buys 
a live animal and slaughters, may not pay for the processing and dis­
tributing of the product. Obviously, these methods of selling and buying 
have thei r limitations, and for commercial purposes are generally not 
considered practicab1e. 

:Margins for marketing and processing livestock and meat could be 
reduced by providing less service or by having the service performed 
more efficiently and at less cost. 'Whether any existing service is unl1ec­

2T As pointed Qut ea~li~r when estimating the cost of marketins' livestock and meat, no com­
pensation is allowed for the time producers devote to marketing their Own livestock, or to the 
time consumers devote to huyiulI" meat. 

http:l11eat.27
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essary, wasteful, or unduly expensive is naturally important. Reduction 
in margins might also be brought about by modifying present methods 
and practices. References to reducing margins are based on existing 
wage and salary levels. As direct labor cost comprises more than one­
half of all costs of marketing and processing, and as the cost of labor 
is a considerable proportion of the cost of equipment, facilities, and 
supplies used, any change in the wage and salary levels might materially 
alter the present margins. 

A' marketing system that is efficient and equitable to the producer must 
have something more to recommelld it than the mere fact that it performs 
the various marketing services at low cost. The system should be so organ­
ized and administered that the produc€'r is paid for his livestock on the 
basis of its quality. At present a considerable quantity of meat is federally 
graded befol'c it is sold to consumers. The Federal grading of meat will 
likely decrease if the compulsory requirement is removed, but official 
grading of meat is expected to be relalively more important than it was 
before the compulsory provision was made effective. 

The price the COIISllll1l'r pays for meat of a given grade should be 
reflected in the price the producer receives for the live animal that 
produces 111('at of the same grade. Moreover, as the relative prices at 
livestock mark('ls cOlltinually change, the farmer should have access if 
possible to such inforl11,'lion as will aid him in choosing among alterna­
live markets the O!lf.~ most satisfactory for the kind and quality of live­
stock he has to sell at a given time. 

Seve'ral suggestions have been made for changes in methods and 
practices of marketing Ih-estock ancl meat, and in meat processing, which 
might serve to reduce marketing costs and encourage the payment for 
livestock more nearly on the basis of its quality. These should be given 
careful consideration by the livestock and meat industry. They will be 
d iscussecl under the broad functions a f marketing Ji vestock, meat pack­
ing, trail. '1lJrtation ancl storage, wholesale distribution of meat, and retail 
distribution of meat. Some of the suggestions affect the operations con­
c(~rned with more than aile of these functions. 

MARKE1'ING LIVESTOCK 

SELLING LIVESTOCK ON IlASIS OF UNIFORM GRADES 

When the housewife uuys ungraded meat she has to rely mainly on 
her own judgment as to its quality. If the meat is federally graded and 
stamped, on the other hand, ~he has reasonable assurance that its quality 
agrees with the grade indical'-'cl. Some processed and fresh meats have 
been stamped with the packer's brand in the past, but these have usually 
been the meats of better quality. 

The Office of Price Administration and the War Food Administra­
I:ion, in operating the food and price control programs, made the Federal 
grading of beef, veal, Jamb, and mutton compulsory in 1943. Federal 
grading of these meats had been on a voluntary basis. The Federal 
grading of pork was continued on a voluntary basis. 

Of the total bc.e£ produced in commercial plants in the United States, 
ollly 8 percent was federally graded in 1940 (fig. 9). The voluntary 
grading of meat increased moderately in 1941 and 1942. In 1943 the 

• 

• 

• 
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• 
FIGURE 9.-FEDERALLY GRADED MEAT AS PERCENTAGE OF MEAT 

OBTAINED FROM COMMERCIAL SLAUGHTER (EXCLUDING FARM 
SLAUGHTER) IN THE UNITED STATES, BY SPECIES, 1940-44. . 
Federal grading of beef, veal, and lamb and mutton was made compulsory in 

1943 which accounts for the sharp increase in the proportions graded last year. 
Relatively small quantities were sold ungraded on account of lack of available 
grading service, Federal grading of pork has continued on a voluntary basis. 

Data on meat graded from Production and Marketing Administration. 

federally graded beef amounted to 81 percent of the total produced in 
commercial plants, and~ in 1944, it reached 93 percent.. The federally 
graded veal increased from 10 percent of total in 1942 to 94 percent in 
1944, and the federally graded lamb and mutton from 5 percent to 100 
percent. The proportion of the federally graded pork was 5 percent in 
1942, and 9 percent in 1944. Federally graded beef, veal, and lamb, and 
mutton in 1944 were in excess of the volume slaughtered in plants under 
Federal inspection that year. An equivalent of only 10 percent of the 
total pork slaughtered in plants under Federal inspection that year was 
federally graded. ' 

What the situation will be with respect to the Federal grading of 
meat when the wartime controls relating to prices and allocation. of 
supplies have been terminated is uncertain. However, the feeling seems 
to be rather general that since consumers have become more accustomed 
to buying graded meat during the war the demand for federally graded 
meat will considerably increase in the future. 

• 
Payment for livestock on the basis of quality should be facilitated 

either by (1) selling the animals on the basis of carcass grade and 
weight, the grades to be uniform, and the grading to be done by Federal 
graders, or (2) requiring that the animals be graded alive according to 
Federal standards that are designed to be comparable with the grades 
of meat produced. There is strong indication that jf either of these 
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arrangements were in effect the animals of high quality would command 
higher prices than they do when sold in some mixture, which now is • 
not uncommon; and those of poor quality would be discounted. This in 
turn would serve to encourage the production 0 f more animals 0 ( better 
quality. 

Seilillg Livestock 01~ the Basis of Carcass Grade :-When livestock 
is sold on the basis of carcass grade and yield the seller and buyer agree 
on the prices to be paid per 100 pounds dressed weight for carcass('s of 
various grades and weights, but the specific price that will apply is not 
determined until after the animal is slaughtered and the carcass is graded 
and weighed (8), In the case of cattle, calves, sheep, and lambs, the hide, 
skin, and pelt also need to be valued, and either paid for separately or 
be included in the price of the carcass. Selling hogs on the basis of carcass 
grade and yield has been practiced in Denmark, Great Britain, and some 
other European countries for many years. It has been in effect in Canada 
!>ince 1934. 

The principal advantage of selling livestock on the basis of carcass 
grade and yield is that the carcass can be valued more accurately than 
the live animal. Appraising the value of an animal on the hoof neces­
sitates estimating both the dressing yield and the grade of the the car­
cass it will produce. The dressing yield of an animal is determined by 
its feed and waler fill, its can formation, and its individual characteristics. 
To estimate the value of the car'cass an animal will produce becomes 
still more difficult when parts are bruised or diseased, or in the case of • 
hogs that yield soft or oily pork, because detection lllay not be possible 
until after slaughter. Even if bruises or soft and oily pork are detected 
in the live animal, it may not be possible to determine the extent of the 
adjustment in price that is equitable until the animal has been slaugh­
tered and the carcass is weighed and graded. 

Inability to estimate accurately the dressing yield of the animal and 
the grade of the carcass, tends to affect returns to producers differently 
than it affects returns to packers. A packer who is buying animals in 
large numbers can readily determine tl1(' average yield of his purchases, 
as he can check records of previous purchases. He is guided by these 
averages even if there are serious errors in ('stimating the dressing yield 
ot particular animals, or of particular Jots. Th(' individual producer who 
H'IlS in frequently, On the other hane!, may be gTeatly aff('cted if the 
yidd of the animal he sells is incorrectly estimated. 

Packers can also d('termine from past records the average loss result­
Llg from bruising, and can take this into account when making purchases, 
('yen if the individual animal that is bruised cannot be identified. In 
, -;ing these averages the packer buyer overestimates some lots and under­
, itimates other~. As a result, those who sell animals that have high dress­
;"g yidd, or animals that arc uninjured, are required to share in losses 
v:ilh thos~' who sell lower yielding or bruised animals. 

Among practical problems that will need to be overcome if such a 
,\'Sle111 oE marketing is to be put into effect in the United States, is that • 
r.f maintaIning the identity of the animal:;; 11l1til they arc dressed, graded, 
and weighed, In Canada, tattooing hogs with an ink that does not fade 
or spread in the slaughlering prnce:-.s has heen found to be satisfactory. 
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The tattooing of hogs wtts practiced to a limited e."dent in certain sections 
of the United States during the campaign to eradicate bovine tuberculosis 
following World War I (2 J. At that time, many packers, in ordc:r to en­
courage the control of tuberculosis among hogs, agreed under certain 
conditions to pay producers 10 cents per hundredweight additional for 
butcher hogs bretl and fed in counties that had been declared tubcj'culosis 
free. The tattoo mark, visible after the hog was slaughtered, served to 
identify the owner and his location, With cattle and sheep SOme other 
means of identification mllst be applied. Ear tags may be practicable. 
Metal car tags have been used successfully for identifying animals sold 
subject to inspection after slaughter. 

Under this plan, full settlement must be delayed until the animals have 
been slaughtered and the carcass have been weighed and graded; but 
palt payment may be made at lime of purchase. This plan will require 
more detailed records than when animals arc bought outright. The main­
tenance of proper records should not be difficult when animals arc de­
livered direct to the slaughtering plant. The problem will be greater, 
and final settlement might be delayed somewhat, when animals are sold 
through public markets, and espec:ially if they are slaughtered at plants 
located in other areas. 

'Neighing and grading hog carcasses should not be difficult, ex.ccpt that 
it might require rearrangement in some plants. Scales so designed and 
placed that they automatically weigh carcaSSl'S as thl'Y move along the 
rail after being dressed arc common. The grading probably could be 
dOlle at this point. The grader could examine and stamp the cardlSS as 
it passes along the rail to the tooler. The grader would probably tleed 
to be employed either by an official or semi-official agency, 

The cost of handling hogs bought for slaughter on the carcass grade­
and~yidd system is moderate, as indicated by the exper.icllce in Canada. 
According to cstimates based on operations there, the approximate cost 
on a daily run of 4.000 hogs would he al)out 2 c('nts per hog, Or about 
1 cent per 100 pounds live weight (22). Qna run of hogs smaller than 
4,000 per day, the cost per hog probably would be higher. Amollg the 
compensating factors in cost would be the saving in feed given animals 
preceding sale, as "fill" would no longer be economical if hogs were 
sold by carcass weight. 

By this method of trading in slaughter livestock, a farmer wilt be paid 
for his animals more nearly on the basis of the quality of meat produced. 
If livestock is to be solel on the basis of grade, it is generally recognized 
that the grade of the meat can be more accurately determined in the 
carcass than in the live animal. What the cost of marketing livestock on 
the basis of carcass grade and weight would b(:,; compared with the 
present system, is not known because c(lmparative data an: not available. 
The grading service would add to the cost, hut feeding hefore selling 
would be decreased and this would reduce the cost of feed. 

A modification of this arrangement is to sell livestock on a basis of 
guaranteed yield. By this method animals are paid for according to their 
li\'c weight. and a certain dressing yi01d is guarmlteecl. If. after the 
animals are slaughtered, the yield is found to be higher than that gttar­
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anteed, the price per hundredweight is increased in accordance with a 
sch.;:dule prc\'iously agreed upon. If the yield is lower than that guara)l­
teed, the price per hUi1dredweight is decreased accordingly, This method 
was first used by the Fayette Producers' Company, Washington Court 
Hous(', Ohio, ill 1923 when selling hogs din'ct to Eastern slullghtcrers 
(8, .12, 14J. 'me movement soon spread to other county associations in 
the ~'lIstcrn Corn lk'lt. chiefly III Ohio. These associalions joined to form 
the Eastern States Company, with headquarters in Columbus, Ohio, 
which for several yenrs sold hogs in considerable volume by this method. 

SL'llillfJ Lhlf:stoc/~ OIl Basis of Live Cr'rwk-If sl<lugltlcr livestock is 
not to be sold to packers on the basis of carcass grade and weight, the 
sille on the basis o[ live-animal gradcs should be carefully considered. 
At present, it is not ('l·<{tlired th,lt live:;(ock be bought rind sold according 
to gr:lde, although Ft'deral grade~ are being us(·d eithcr unchanged or 
with varying dt'grct· of modification, as a basis for trading at some 
luarkets, and by some. packers who huy direct. ~Itlch livestock, however, 
.is sold without rcf('n,'Ilce to Federal grndc standards at aVl'r:lge prices 
for lots contail1ing animals of more than one grade. Failure on the 
part of selling ngencies to sort livestock into uniform classes and grades 
before olh'ring t11C'm for sale Ilmkes it difficult for producers to judge the 
valu!.: of their livestock, for markd reporters to reflect the tme condition 
of tlw market, and for producers to itm'rprct the market reports. 

Before all slaughter livestock can be sold effectively On the basis of 
lIni form gracles, sev('ral probkll1~ I11l1st be solwd. The nl('chanics involved 
in so,ting and gr(lding animals, and training of graders, and the cost 
of grading' all merit care ful study. 

II,'SJ!; FOil I'ROOUClmS TO CHOOSE MOST AOVANTAGEOUS LlVESTOCK MARKET 

Most producers have the opportunity of choosing among markel$ when 
selling li\'estock. The choict' might be made among individual markets 
of a gi \'l'lI type, ~llld alllOtlg' markets 0 f different types. As prices at 
various IllHrl<l'ts chang(' frequcntly, but do not change fiimultalleously and 
in til(' same amOl1l1t, Ol\(' I1Hlrket may be most advantageous for a par­
ticular dass and grade of animal at one lime, but some other market 
!)lay he most aclvanlagl'()I1S at 50m(' other time. If farmcrs arc to sell 
their livestock ac!vunlagt'otlsly they sh()l1ld ascer1ain the probable prices 
~lt alternative murkds and cotnpnre these, after consideration of the 
c:xpens('s involved at ~'ach market. 

The cost of markt'ling is not the only factor to take into account in 
choo~ing markets at which to scll livestock. l\{arkets of different types, 
ilnd oftell individual marln'ts of the same type, operate differ('ntly and 
perform different services. Th('y are also located different distances from 
tlw farm. Tn choosing tht' most advantageous markN, it farmer needs 
to take into account tbe price paid for the livestock, the cost of market­
ing, the services rend('r('d, and his own ability to perform some or all 
of the marketing sen-ices effectively and economically. 

The expenses paid by a fnnner for marketing livestock can be reduced 
if he prrforms more of the sl~nrices himself. The extent to which it is 
ndvantagt'ol1s for him to delegate marketing' services depends on many 
thing~, such (is the speeific markets available, the kind and fjmtlily of 
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• livestock to be marketed, the prices paid at alternative markets, his 
ability to appraise the value of the animals, and the market expenses 
involved in delivering to and selling at each alternative market. Some 
farmers equipped with suitable trucks might find it advantageous to 
haul their own livestock to market if the number of animals sold at a 
given tIme is large enough to make an economical load, and if pressing 
farm work does not put too high valuc on their own tirnc, On the other 
hand, if sale is in small lots, or if it is made at a time when important 
work on the farm must be neglected by the farmer who hauls his own 
livestock, it may bC"more economical to have the animals transported by 
a for~hire trucker who a,;sel1lhlc's livestock from ~cvcral farmers in the 
community into economical loads. 

Cl(OIC"~ O.F MAHKE'!' A1J)ED in- J\DEQUATE MARKET NEWS 

In order to he in position (0 select lIw most advantageous market for 
livestock, farmers need as complele in formation as pO!isiblc On current 
prices and otht:rtl1arket con(litions at alternative outlets, They also need 
accurate market quotations by classes and grades which conform to 
Federal standards. 

• 
The Federnl market news service for livestock now maintained at 

29 public markets, and in three areas whene information is collected and 
disseminated on direct marketing of slaughter livestock, has mnde a 
specific contribution to livestock marketing. However, careful considera­
tion should be gin·n to the advisability of expanding this service, par­
ticularly to <!reas where livestock is being marketed direct to packers, and 
to areas where stocker and feeder cattle and lambs are sold direct to 
feeders in relatively large numbers. . 

In the Iowa-southern Minnesota area the hog market at important 
packil1g plants and concentration yards has been reported cqrrentIy since 
1929. On July I, 19·\5 the service was e..xtencled to include the reporting 
of receipts and priC('s of sheep and lambs in the area. Consideration 
i~ now being given to r('porting l"('ceipts anti prices of cattle and calves. 
The ('astern Corn Belt Slates comprise a wide area where direct market­
ing is relatively important and wh('re a well-administered market news 
service should contribute to bettcr marketing procedure. The,e is also 
need for a ctlrn'nt market nt;W!i service for stocker and fecder cattle and 
f('('del" she('p and lambs sold direct by produccrs in the Range States 
to feeclersin other areas. For ::;{'\'('ral years before the war, more than 
ol1e-third of the stocker and feeder cattle, and more than two-thirds of 
the fc(:cler slwep and lambs 1l10\'ing into the Corn Belt States were 
marketed dircct, and on these only limited market information was 
available. 

• 
The existing market news service might be re-examined in light of 

the changes in marketing methods and practices that have taken place 
during the last 10 to IS yea,s. HL'!iulting in1provcment mighl" apply 
to wholesale meat markets as well as live!itock markets. Reports regard­
ing whol('sale meat are now issued only at 3 markets. It might strengthen 
the service considerably if additional important wholesale meat markets 
located in other areas were included. 
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ELIl\IINA'fION OF CERTAIN WASTEFUL AND INEQUITABLE 


MARKETING PRACTICES 


Marketing practices that are generally considered inequitable or un­
economical are found at some livestock markets. This applies particularly 
to Lhe practice of "ftlling" livestock to increase its weight before it is 
sold, and docking slags and "piggy" sows. Both practices grew up during 
the early history of the public markets and hm'e persisted to a consider­
able extent even untler changed marketing conditions. 

The practice of filling lives lock by feeding and :watering before sell­
ing, commQn at 1110St of the larger marltets and at many smaller ones, 
should be discontinued. Such feeding as may be advisable for humani­
tarian reasons is exct'pted (25). OtlICl'wise the prnctice is wasteful of 
(eed, and ~1l1(kl' normal conditions will not increase total net r('[urns 
to producers. Before the >"ar, reduced quantities of feed were being 
given at most markets, and at some markets feeding was largely dis­
continued. Selling without feNling was more common for livestock 
n'ccivetl rrom [('latin'ly ncarby an'as by motortruck than for shipments 
corning greater' distanc(,s by rail. Howeyer, with hogs selling at ceiling 
prices during ~lte war, feeding before selling became advantageous, and 
this fceding irll'reased. 

Docking ~lags nnd piggy sows to off:ict somewhat their undesirable 
charnc[(·ristics as slaughter animals, followed at many markets, should 
b(' di~continuNl (25). Inst('ad, :iuch animals should be bought and sold 
on their l11erits at aclual weights, as i~ now done in the case of cattle 
and shet'p. Whell this practice is followed, the weight dockage applied 
to stags is generally 70 poullds. \Vilh piggy sows, a dockage of 40 pounds 
is applied unless a smaller amount is agreed upon between buyer and 
sel\er. To apply a fix('(l dockage to stag:; and piggy sO\\'s is in'2quitable, 
for the d('gree of stag characteristics and the advancement of pregnancy 
of sows vary greatly among individual animals. Dockage of stags and 
piggy sows has been discontinued at many markets. The change became 
efft'ctin' at sOllle mark('ts during the ~war, in order to permit payment 
for Stich anirnnls to Ul' increased, while the price was limited by estab­
lished ceiling. 

REDUCING NUl\IIJEH OF UVESTOCK MARKETS 

The large number 0 f markets and agencies for handling livestock 
(figs. 7 and 8) apparently i!l considerably in excess of needs. Hence 
many opernte at only part capdrity, and at high cost. Inefficient markets 
are probably found among all types. If the high-cost operators among 
country li,'cstock dealers, local cooperative associations, concentration 
yards or local markct~, am'tions, public stockyards, commission agencies 
at the public stockyards, and packers ,,\110 purchase direct could be 
eliminated, the cost of marketing livestock could probably be reduced. 
Although high-co~t operation i~ often associated with the handling of 
:;mall y()lume, it doc's not neressarily follow that all small-scale operators 
ar" In,,fficit'nt. Nor does it follow that if only the large-size markets 
op"ratecl the mar'k"ting system would be more efficient. As an example, 
some small markets arC' now located whero large markets would not 
be ncedetl, and would therefore be uneconomical. Tf markets w~re limited 
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to those of large size, the average distance from farm to market would 
be increased, and this would add to the cost of transportation. It might 
also result in added shrinkage of livestock in transit ancl uneconomical 
routing of many shipments. A leading reason why livestock markets are 
so numerous is that many farmers prefer to sell ncar home, some to 
one type of market and some to another. 

That [he livestock marketing situation would be improvc(l if the in­
efficient high-cost agencies and markets wcre discontinued is probable, 
but whether they should or could be required to close either by legislation 
or by edict, if their business is operated legitimately, is open to question. 
But inefficient markets should not be granted subsidies or special favors 
for the purpose of maintaining them in business. 

MEAT PACKING 

The technique of performing slaughtering operations is generally high­

ly standardized at the large and medium-size(1 plants, but operations 

may be somewhat di ([erent at some of the smaller plants. 


vVith processing, marked variation is found among plants even of 

the same size. This applies both with respect to the volume of proclucl~ 

processed, and the type of proce~sing done. 


Slaughtering, dressing, ami cutting operations in 111eatApacldng plants 
arc conducteci at relatively low costs, but later operations have not been 
l11echanizt.(\ and streamlined to the same extent. Even the cost of slaugh­
tering ami cutling operations are relatively high in some old plants that 
are badly arranged and have inadequate and obsolete facilities. 

Since \Vorld \Var I, the trend in slaughter has been away from plants 
localed in the East to pbnts in areas nearer the source of supply of live­
stock. Allo[h<:r trend has be<:n f rom the larger market centers to sma\ler 
cities alllitowns in [he interior. These shifts have probably been respOll­
~ible for the development 0 f many up-to-date plants in the areas where 
they hnve been established or expanded, but modernization has not taken 
place to the same extent in areas from which slaughtering has been 
shifted. To replace old, inadequate, and obsolete plants with new and 
modern oneS would no doubt make tlwm 1110re efllcient, but would also 
reCjui \'C. considerable new c,lpital ffjr inve~ttllent. 

The e(lst of operating meat-packing plants depends largely on the 
al1iOunt of processing that i~ carried 011, and on the type of processed 
product~ produced. The production of specialties like sallsage and can­
ned meat may entail an O\'('r-a\l cost tip to 10 or 12 cents per pound. 
The conversion of cattle into dressed beef carcass on the other hand 
may cost only around 1 t~) l}~ cvnts per pound, and pork may cost 
considerably less. The avcrage cost of producing meat in a plant is a 
composite of nUl11erOUS operations, some simple and S(1il1C complt'x. In 
a packing plant that has a balanced production of various items, the 
composite cost may be between 2J~ to 3 cents per ponnel for the entire 
output, exclusive of the cost of cli~trilmtion . 

The cost of processing could he lowered by producing less processed 
products. H owe\'er, nver a period 0 f years in the past, the trend ha~ 
been in the opposite direction. Both r('tailers and consumers have de-' 
manded more processing in~tearl of 1\',,<;. This is ('videnced by the growth 
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in popularity of sausage, canned meats, and prepared cuts. There is no 
indication the trend toward increased processing will be reversed within' 
the next Jew years. 

Labor absorbs ,lbout half of the total expense of meat packing ..For 
several years the trend has been toward higher wages, and this is likely 
to continue. The labor cost of procluction, however, has not advanced as 
much as wage rales, clue to improved efficiency in the management of 
labor forces. As it is not expected that efficiency in labor will increase 
[,Ister than wages, reduction ill cost 0 f slallghtel'ing and ment processing 
cannot be expected from this source. On the other hand, if increases in 
wage rates should outrun increases in productivity of labor, the relatively 
high sklughtering costs could lead to an increase in farm and retail 
slaughter. 

A considerable item of cost is for wrapping and packaging. The treI;ld 
of demand has been towards more packaged products and more costly 
packaging. Newer containers, more attractive to customers, will probably 
be developed, and this is likely to increase IJ<\ckaging costs. Better pack­
(!ging, however, fIlay actually result in net savings in the over-all cost 
by rcduclng shrinkage and spoilage. These items are important in the 
Ilwat industry and may be consiclered costs, although they clo not 
appear as cxpenses on the packers' books. Very little meat actually spoils 
in a packing plant, but there is a substantial loss from moisture evapora­
tion, and some of this is preventable. Proper packaging, coupled with 
rtll?id turn-Qver of production and efFective temperature ancl humidity 
controls, can hold shrinkage at a minimum. 

Other packing-house expenses are mainly oj small amounts per unit 
of output, no one more than a fraction of a cent per pound. This in­
c1uclcs power services, such as water power, steam, electricity, refrigera­
tion, etc. Efficient plants show much lower cost for these items than 
inefficient ones and this is also true of some other expenses. The dif­
.ferellces are negligible, however, in t('1'ms of the over-all processing 
cost pCI' pount! and arc 1110re likely to be reflected in the profits of the 
individual unit than in the price structure of the industry. 

If all packing pl,\l1ts were as efficient and as economical as the best 
of the prescnt plunts, meat-packing operations would probably be carried 
on at less cost. \Vhat this reduction would amount to is somewhat prob­
lematical, hut members of tht: industry doubt if savings could exceed an 
average of one-half cent 1)er pound. This saving would be equal to a 
reduction of the total margin of more than 4 percent on the basis of 
1939 COgts. If the f 1'0ZeIH11('at industry should tievelop, the cutting, 
honing, packnging, and freezing would probably be carriNI on at the 
packing plant and this no doubt would increase operating costs materi­
n11y. But these added costs might be entirely or mone than compensated 
for by reduction in the cost of wholesale ancl retail distribution of the 
product, if the elimination of bone ancI waste is considered. 
(See p. 99 for discussion of the marketing of frozen meat). 

TRANSPORTATIO~ AND STORAGE 

Meat must he carried from the place where it is produced to the 
place when' it is wanted, and must be 11C'ld fr0111 the time it is produced 

• 

• 

• 
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to the time it is wanted. As these operations are fairly closely related they 
will be considered together, 'although storage is also associated with meat 
production. Transportation and storage operations involve costs which 
vary both by locations and types of products. 

The cost of transporting meat (that is inter-area movement as dis­
tinguished from local delivery within an area) varies from z",,,'? in the 
case of products consumed locally to as much as 2 to 20 cents per pound 
on sOl11e shipments like pork frol11 the western Corn Bdt to the Pacific 
Coast, and beef from Texas to New England. Typical cost on heavy~ 
volume move111ents, such as fresh meat from the Middle West to the 
Eastern Seabo.ml, are from 1 to 1}1 cents per pound. An average trans­
portation cost for all meat combined would probably be in the neighor­
hood of three-fourths of a cent pel' pound, but such average is of little 
signiflcanCt~. 

The principal improvement in transportation in recent years has been 
in the nature of greater speed of trains and motortrucks, which has had 
the effect of reducing shrinkage and spoilage in transit. There appears 
10 be relatively little wuste of transportation of meat through cross­
hauling. The direct lowering of transportation expense by any significant 
amount sel'ms unlikdy, except in certain 'lreas. The Interstate Com­
merce COll1nti'ision \litl aUlhorize a reduction in the rate for meat shipped 

• 
fr0111 the l\[iddle West and the range States to the Pacific Coast, in 
June 19·[5. If further rail-freight rates arc adjusted, it is not certain 
that they all. will be downward. Truck rates might increase instead of 
decn:ase as motortruck equipment is becoming more expensive and labor 
rales an~ likely to be higher than they were before 'Vorld vVar II. 

The incn'ased slaughter In plants located in the producing area has 
increased thl' shipment or meat to consuming centers on the Eastern 
Sl'aboard. HowcY('r, the inrreased transportation of meat has been more 
than C0t111krbnlanccd by the rc~duction in the transportation of live 
animals. Indications arc that slaughtering in the proclucing area will 
continue to increase. 

r11 l1or111al ti111es, Sltrfllu!'l production 0 f meat during peak periods is 
ston'd, usually in a fn~ezer, l\I itil production is lower. Thus storage 
span::; til11(, as tran::;portalion spans distance. This stabilizing operatio!'l 
entails a CO!'lt which may run 1 to 1}1 cents per pound. It involves only 
a small (raction of the total 111cat since the great bulk is consumed within 
a short time after it is produced. 

Freezcr storage and handling to and from public freezers, is an occa­
sional and noncontinuous ojwration and is relatively costly pel' hundred­
weight. In spite of the relatively high cost this method is being used to 
SLlllle e~'i:tent hecause it would not be practicable for each pac1.<ing plant 
to maintain all of its own freezers with a full p::(c1,-load capacity which 
normally woulel be used only a few monlhs during the year. vVhen the 
ext ra storage expense is l'pread oyer the lotal meat production the 
ag!{rl'gate cost is small. The reduction possible in costs of transportation 
and. storage could hardly exceed one-fourth cent per pound and is likely 
to be less. 

If the markding of frozen meat to constlmers becomes important the 
storage cost~ will probahly illcrC'uc;r. considerably, hut costs of retailing 
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would decline, The low-temperature refrigeration required for both stor­
age rmd transportation probably would also necessitate decided changes 
in lhe facilities and equipment if they an~ to become efficient. 

Wuor;EsALE DISTnmUTION OF MEAT 

Wholesale distribution of Illeat, as used here, rcters' only to the func­
liol1s of obtaining am1 handling orders and performi11g local warehousing 
and local cleliVt'I',Y, although jOl1g-uistance transportation of Illeat was 
includt'd as a whoksating operation in the analysis of the report. The 
ll'allsportation pba:-t' was dbt'Ussed in the preceding section, 

Thl' cost of wholl",aling llleat varies from (IS little as Y;; cent to as 
ll1uch a'l 3 cents a pound, The 1110St common costs for al\ types of local 
distribution is l)rolmbly betw('t'n 1 and 10 cents per pound, The yaria­
lion in COlit is clue Pl'illHtl'ily to the size of lh(' order, which in turn tends 
10 be associated with til'.' 1\1ethod of distrihution employed, 

Economics in this fit'ld dt'pt'nd largely on reducing the number of sales 
solicitations, QI'dc!'s, and dcli\"('ril's required to distribut(, a gin'n quan­
tity of product, Lnrgc-\,olulllC' sales result in low costs and small-volume 
:-.alcs entail high co,>ls. The dcmand of som(' retailers for frequent solici­
talion and delivery, eouplt'<l with the conlpetilh'e st'lling efforts of whole­
sale distributors t('lHI to prodUCt' a disl1'ibution Rystem that is needlessly 
l~xpel1sive, Curtailmcnt of C'xc('Rsive <;l'rvice would reduce distribution 
costs, but this j~ not always prartieable, As retailers wish to keep in­
n'nlodes Inw, tlwy ask for freqlH'nt slllall deliveries, In normal times, 
a store of modcrate size may receive deliveries from three or four sup­
plil'l's om'c a day. or ;,ollwlimcs t~\'l'l1 often{'r, Salesmen from each sup­
plier may visit the store four or fi\'e limes a week, and call the retailer 
on the tt'!t'phOi1l' to solicit orders betw('en personal calls, This naturally 
makes costs high, 

Handling lal'g'l' <ll1antiti('s of products at one time would bc more 
('col1oll1ical, hut lhi~ may requin' largcr and better refrigeration facilities 
ill the retail Sl()('l'. Concl'nl ration of purchases among fewer suppliers 
would also rt'c111t't' costs, but dealers dislike to b('cotl1e dependent upon 
only onc or two wholesalc'rs, Credit ('xtcnsion is a consideration, as 
the rl'tail('r may obtain more credit fr0111 a half-dozen suppliers than 
f"(ltn Ollt: or two, 

Selling and (h'li\'()ring to the larger .storrs such aR supermarkets nor­
mally is compartiwly inexpensive, for tl1<' individual orders arc usually 
large. Similarly, purchaseR by chnin stores, which operate their own 
wan·holls{'s and combine all orders for a single slore into one delivery, 
can be handled at rclatkely low expense, Small stores sometimes obtain 
at least part of \h(' ad\,<lntage Ot large-scale buying by combining into 
buying s;t'oups, The tn'l1ft in retailing' opt'rations toward larger units, 
\'('ry ('\'idC'Itt in tIll' hig t1ll'trnpolitnn c('nll'rs, has prohahlymeant some 
SHYing in costs of local wholesale distribu1ion, In part, t.he costs of local 
wHrehol1sillg have be('n lIlt'rely transferC'd from the wholesaler to the 
retaikr, but in large 111('(\',111'e there has been a genuine economy in the 
function of taking' Hnt! c1(·jivering individual ol'ders, To th{' extent that 
this trelld l'ollti11l1l's further economic's may be possible, The potential 
s:l.\'ing i~ prohahly "bout !<; ('('n( Iwr pound, which would be equal to 
" redlll'liOll in lil(' totul mnrgin of about :2 percellt. 
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RETAIL DISTRIBUTION OF MEAT 

The high retailing margin for meat, which is normally about haH of 
the total.marketing and processing margin, is dlle chiefly to the peculiar 
character of the busilless, which is in part a prClce:;sing and in part a 
distribution operation, Most meat comes to the retail 111<lrket only partly 
pt·occssec1. The butcher is not merely a salesman, but also a converter 
of raw material into finished pl·oducts. The combined operation neces­
sarily is relatively expensive, as it involves the selling of service by a. 
workman who also must be a skilll'tll11echanic, ~ 

Th(: amount of processing requirell in the retail store varies with 
thl: kind of product. Beef, Yeal, and lamb must be broken down from 
the ('arcaso.; or sicle to prill'ldl cllts, then into consumer portions. Pork 
loins, halM, liholllden;, and Olher Cllts mllst he choppc'd, sliced, or 
lrilltl\wd. Lard, sausage, and canned meat may be sold without further 
processing'. The mnrgins for SOllle of these products are indicated in 
a precl·c1ing section (lable 49). 

• 

Tht question as lo what savings could be made in retailing meat, which 
during lIn'war Yl';Wl rangcd from 20 to 30 percent of the selling' prices, 
is significant. Ahout half of the cost oE retailing is for labor in the retail 
shop; S\l\'illgS there stem 1I111ikC'ly. Bill the reduction of labor costs by 
means of lwtler use of the htttcher'~ lime offers a possibility, particularly 
itl t1w largl'r shops, Allhough the m'l'rnge butcher mny keep busy, he 
lim's not spend all his time on the skilled operations which warrant his 
fail'ly high wage rate. J\ !urge share of his time is taken in helping 
hOlbt'wiy('s s('\('et· thd r meat, w('ighing it, wrapping it, making cbange 
an<l doing other work that could be done as well by a less skilled clerk 
at low('r wnges.

To orgnnize the shop so the butc11er can spend his entire time on meat 
clItling', hOlling, a11(1 trimming, while someone else docs the remainder 
of the \\'ork, requires a retail business large enough to support two or 
more ,'mployees. SOll1e 0 E the lurger meat slores now arc realizing stich 
s:wings.

MaltY meat shops normally operate at a \'ery low percentage of the 
potl'ntial yolul1w. :'[nny hours and some whole clays see only a few 
cllstOl1wrsin lht~ slon.. Then when a peak period arrives extra clerks 
nre nee<bl to tak(~ ran' o[ tIlt' trade. Larger volume also helps to reduce 
other operating co~ts pl'r unit of product. This might mean a con­
centration of: the Illtsiness in the hanels of fewer, larger stores, ttsing 
tlw hutchers' surplus lime' on oll: periods for prepnring cuts to be sold 
at penk periods.

Savings could algo be matlc if the consumers' buying could be spread 
1110re ('venly o\'er the week. This means teaching consumers to spread 
their buying over the slack period, or p('rsuacling them to do so by offer­
ing price concl'ssions at appropriale times. 

• 
Dt'cn'asing operating expenses lhrough reduction in the services pro­

vided is pos~iblc in some stores. Among these services arc delivery and 
rn.clit. Rl'latively large self-service retail l11eat markets are being operated 
in ~()n1(' s('clintls, SQnw handling the regular ft'esh cuts of ll1eat, 01 hers 
hanc11ing frozt'n packngecl mc,lt, Some st01'l'S hm'e been operated at an 
l'Xpet\'il' of no:; littll' ao.; 3 Cl'lIt..; pt'r pound, compared with an averagl' in 
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normal times of from 5 to 7 cents per pound. An average reduction for 
the entire retailing function of as much as 1 cent. per pound should not 
be beyond the Lounds of possibility. This would constitute a reduction 
of the total marketing 'and processing margin by nearly 9 percent, 011 

the basis of 1939 costs. , 
CONSOLIDATION OF SOME MARKETING AND PROCESSING FUNCTIONS 

The preceding discussion has dealt with the individual marketing and 
processing functions as now generally performed. The question may be 
raised' as to how the consolidation of Some functions might contribute 
to more efficient operation and to the reduction in operation costs. 

Suggestions have been made that farmers should operate packing 
plants in order to retain control of the livestock until the animals are 
slaughtered and the meat is processed. But this does not receive much 
encouragement when examined in the light of past history of the opera­
tion of cooperative or farmer-owned packing plants. Between 1914 and 
1920, 17 coopc.rative or farmer-owned packing plants were promoted 
and organized~s. Seven others were organized between 1930 ancI 1938. 
Only one of the 24 plants is still operating. Several of the organizations 
never opened their plants for business ancl most of those that operated 
continued kss than 3 years. Large stllns of money were lost by farmers 
through this movement. . 

Packers nt',w do most of their own wholesaling and indications are 
that this arrangement has advantages with respect both to the physical 
distribution of the product ancI to performing the operation at relatively 
low cost The question may be raised regarding the advisability of pack­
ers extending their operations to include the retail distribution of meat. 

Retail :-.elling' of meat by packers has been relatively unimportant. A 
few small and mediul11-sized packing conipanies operate one or more 
retail stofes, and some retail meat at their plants. The four largest pack­
ing companies afe barred from distributing meat at retail by the Consent 
Decree which became effecti\'e in 1920. (8) 

During vVorlcl \Var II, the practice of operating meat-packing estab­
lishments and retailing of meat by lhl: Silllle concern increased, primarily 
because retail chain organizations acquired packing plants. At the close 
of 'World vVar II, mare than 20 retail chains, both national and local, 
operated one or more packing plants. 'Whether this movement will 
expand or will even be maintained when conditions become more normal, 
will probably depend on whether the operations result in economies. 
Aside from that, there may be pl1blic opposition to the large chains 
engaging in meat packing, lest it tend towards monopoly, just as oppo­
sition developed earlier against the large packing companies engaging 
in the retail business. 

On the other hand, if it seems desirable for retailers to operate packing 
plants it might be equally desirable for packers to engage in the retail 
business. This is a question which may involve public policy, so the an­
swer will 110t be determined entirely on the basis of the economies in­
volved. 'Whether the over-all expense of processing and distribution of 

'" Mann, T,. n. Hislorr of Cooperative and Farmer Owned Meat Packing Enterprises in the 
United StMes. ('ooperative Research and Service Division, Farm Credit Admin., Misc, Report 
No. 72, 20 I'll .. 1944. (Processed). 
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meat would be substantially affected by having these fllnctjons perfor~ed 
by the same concern is uncertain • 

A change that might be important would be to have some of the proc­
essing now done in .the retail store transferred to the packing plant. 
If packers could complete the preparation of meat in consumer-style 
units of sale, and put up the meat in suitable packages, the entire struc­
ture of present-day meat retailing might be changed. If this were done, 
it probably vlould be through the medium of pre-cut frozen meat, 
or cooked meats wrapped or placed in carton::; wpich would furnish 
protection and make economical handling possible. 

MARKETINC·FROZEN MEAT 

The preparation, distribution, and sale 0 f fresh meat in frozen form 
to consumers would greatly modify processing and meat distribution. 
Adoption of this method of merchandising would expand operations at 
the packing plant; some changes would be required in the refrigeration 
of meat in transit, in storage, in the retail market, and in the homes; and 
some changes would be made in the retail distribution of meat. That 
these change.'.: would result in a net reduction of the aggregate marketing 
and processing margin between the packing plant and the customer is 
110t unlikely. In any event, some shifts would take place in the relative 
margins of different agencies handling the product owing to modifica­
tions of their functions. 

If fresh meat were sold in frozen form the services performed at 
packing plants would 'be greatly increased. This would include the, 
preparation of retail cuts, which would involve a large amount of boning 
and trimming. The cuts would be wrapped, packaged, graded, labeled, 
and frozen at the plant. Trimmings from the cutting could be made into 
ground meat, sausage, or other prepared meats, and these also would 
be frozen at the plant. By shifting the preparation of consumer cuts 
f rom the retail market to the packing plant, the work could probably be 
done more efficiently and more economically. Professional retail-me.at 
cutters operating in the packing plant, could then devote all their time 
to honing meat and preparing cu.ts. Trimmings from cutting operations 
could be utilized to better advantage because of the greater volume, 
and because the products made from trimmings could be sorted, graded, 
and standardized. Bones, waste fat, and other inedible products could 
be morc fully salvaged in the plant than in retail markets. 

The co~t of transporting frozen, boned, and packaged meat under 
refrigeration should be materially less tllan that of unboned carcasses 
and wholesale cuts, primarily on account of thc reduced weight, even 
after allowing for the increased cost of maintaining lower temperatures. 
As shown in table 24, the bone, ligament, and tendon in a beef steer 
carcass of Good g-:-ade is about 18 percent, and in a lamb carcass of the 
same grade, 24 percent. In the carcass of a hog weighing 200 pounds 
alive, bone and skin equal about 21 percent of the weight; but it is not 
assumed that all meat will be boned. Then, too, frozen packaged meat 
could be loaded much more advantageowlly for transportation in refrig­
erator cars and motortrucks than fresh carcasses and wholesale cuts. In 
frozen form, the loss from spoilage and deterioration in quality, and 
from shrinkage in weight, should be negligible. 
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Reduction in the cost of retailing frozen fresh meat compared with 
present methods of handiing fresh meat should be substantial. By having 
the meat prepared and packaged at the packing plant the services of 
professional meat cutters would not be ne/!dcd in retail stores. Packaged 
meats could be retailed through either self-service or service stores in 
about the same manner as dairy and poultry products. The red~lLtion in 
retailing costs probably might more than offset the added cost of proc­
essing. On the other hand, low-temperature refrigeration equipment for 
the storage and display of frozen packaged m('!at would be needed, and 
this would add to both car.ital investment and operating cost for refriger­
ation in most stores, although this is not a large iten;l over a period of 
years. Opposition to such arrangement from the unions of meat cutters 
might be encountered. 

Freezing meat and selling it in frozen form to consumers should 
facilitate the more tlni rorm distribution of meat throughout the year. 
In this regard it wotdd sen'c the same purpo:;e as that of curing and 
smoking hams, shoulders, and \)(·liirs. SOIlIi! of thes(' pork cuts, a ft~'r 
being processed, arc withdrawn from the m:lrkl'l during periods of heavy 
slaughter, ;nc1 are added to the current lllt'al supply during periods of 
light slaughter. By l11aking the supply more (,\·t'n throughout the year, 
it also has the effect of reducing fluctuations in price. 

It shol1ld be recognized that iffresh l11l'n.t is to be sold at retail in 
frozen form, many changes will Ill'cd to Ix' made in its pl'eparation anc! 
distribntion. Technical problems pertaining to preparing frozen 111 eat, 
grading, grade labeling, wrapping, packaging, refrigeration, storage, and 
distribution have rt'cC'i "ed con.;;idcrablc study by tht' packing jndUSl ry 
and by some dislribution agencies in rCcent yrars. Consumer reaction 
to frozen meat will nCl·t! to lK' given cardul c()n~idl'ration. Moreo\'er , 
lhe price relationship!> among CUUi of meat may be materially changed, 
as some cuts when boned will have a high selling price per pound as 
compared with other cuts. If the sale of frozen meat has real merit, there 
is reason to believe that the problems will be 501Vl'<I. 
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