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INTRODUCTION

The aggregate marketing and processing margin for livestock and
meat, consisting of costs and profits, is the difference between the amount
paid by consumers and other users for the products and that received by

+ Submmitted for publication Decomber 12, 1945,
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producers for the livestock from which the products arc obtained. This
margin logically divides itsclf into separate nwrgins for performing
such different broad funciions as marketing livestock, meat packing,
and wholesale and retail distributisn of the products.

The costs or expenses incurred in marketing and processing livesloclk
and meat bear a relationship to the channels through which the animals
and products move, and to the services rendered. In the marketing of
livestack, the services may be assembly at local or intermediary points.
nandling, caring for and selling at markets, and transporiation. In the
sale’of some livestock, substantially all of the markeling services are per-
formed by the farmer himsell, in which case no payment is made to
others. The more common practice, however, i5 for a [armer to delegate
some or alt of the marketing services to others, for which fees and
charges are paid,

Mcat packing includes stanghtering and processing, Processing in-
volves such functions as cutting, boning, curing, smoking, cooking,
canning, making sausage and prepared meats, resdeving dard, freczing,
and dehydrating. The cost of meat packing is affected considerably by
the nind and degree of processing done and by the form in which meat
is distributed.

Most of the meat is distributed through both wholesaie and retail
markets. If the meat is consumed a considerable distance from where it
is processed, the transportation is a considerable item of cost, The cost
of distribution is affected not only by the specific markeling channcls
through which the meat is moved, but also by the kind and amount of
processing, and other services performed by wholesaling and retailing
agencies. Direct sales of meat from processors to consuniers are relatively
unimportant, except sales to hotels, restaurants, stenmship lines, and
institutions.

In 1939, the meat sold at retail had an estimaled value of 3913 mil-
lion dollars. The total bill inr marketing and processing livestock and
meat {exclusive of that allocated to inedible byproducts) was 1,917
million dollars. Of this total, 939 million dollars was for retail distribu-
tion of meat, and 227 million dollars for whelesaling meat. The estimated
amount deducted for slaughtering and processing was 583 million
dollars allocated to meat and an additional 63 million dollars allocated
to incdible byproducts, making a total of 648 million dollars. Expenses
for marketing livestock, including transportation, were estimated at 187
million dollars (168 million dollars aliocated to meat and 19 million
dollars to incdible byproducts), The sum of 2,218 million doltars was
paid farmiers for livestock (1,996 million dollars allocated to meat and
220 million dollars to inedible byproducts).

Information on marketing margins and costs for livestock and meat
has long-time importance as a basis for developing effective rescarch.
Such research would he designed for use in formulating plans to increase
efficiency and to reduce the costs of marketing and processing. The in-
formation permits comparisons to be made of the cost of marketing
Livestock through different types of markets and tn evaluate these costs
in the light of the services performed at cach. Informution on the cost
of processing can be related to the type of processing, and information
on the cost of distribution of meat (0 the methed of distribution,
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Punrose or Stupy axp Narurg oF DaTa

The primary purpose of this bullelin is to bring together and co-
urilinale the available data bearing on the problem of marpgins and costs
et marketing and processing livestock and meat. - The base period for
the study is 1939, the last year representing “normal” peacetime con-
ditions. Much of the available information pertains to segments of this
problem, and these segments are combined In arriving at the margins
for performing the various marketing and processing functions. In-
{ormation is more complete and more reliable for some phases of the
problem than for others. For some segments, data are practically
nonexistent, and estintes bave had to be made in order to attain com-
pleteness, In other cases, the available data did not apply to the base year
and it was therefore necessary (0 make adjustments in order Lo attain
comparability. Information from a large number of sources was used,
most of which was in published form.

Promenm or Dereransize Mancins axp Cosrts
¥oit Livestock axp Meart

The probiem of dividing the constimer’s dallar spent for meat into
the proportions that go for performing the functions of marketing live-
stuck, meat packing, wholesaling, and retailing involves innumerable
complications. The livestock sold by a farmer is a different commodity
from the meat bought by a consumer. Slaughtering yields a carcass that
weighs coagiderably less than the weight of the live animal. The proc-
essing generally also reduces the weight of meat, although in some
cases the weight is inereased. The animal when slaughtered yields many
hyproducts, both edible and inedible. Some of these are processed by
the concern that slaughters, and others are sold in the raw state to other
processors. ‘The edible byproducts are mostiy marketed through the same
channels as the muat, but the inedible byproducts usually are sold .
through other channels, Tmportant medibie byproducts are hides, pelts,
grease, pharmacenticals, and materials for the manufaclure of animal
feeds and fertilizers.

The carcass deereases Turther in weight when it is cut up for the
retail treade, owing 1o foss of moistare and to normal cutting losses,
trimming, and boning, The different retail cuts vary widely i value.
Some trimmings such as tllow, lendons, and bones resulling from baning
are inedible mad of low value. Al this greatly complicates the prising
of meat.

Meat Trom animals of ditferent species are in some respects dis-
similar, The antimals Lemdl 16 vary in dressing yield, the carcasses may
be cnt differently, the extent to which meat is processed and the kind
of processing done may be different, and the byproducts have different
vadues, A considerable part of the pork carcass 38 cured and smoked,
whercas carcasses of heef, veal and lamb are mostly sold fresh. More
bhuef than other meat is honed. Packers make hamburger, various kinds
of swsage, and other prepaved meats. Some processing and fabrication
of cits of ment adso are done-by other wholesalers nod retatlers.
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Packrrs aiso process and handie products other than meat, such as
lard, butler, oleomargaring, cheesy, poultry, cggs, fish, and other sea[ood.
Then, too, all the meat produced from sinughter at packing plants is nol
distributed to consumers through retail slores. Some is sold at wholesale
to hotels, restatrants, institutions, and steamship companies, either by
thu packers or by other wholesaling agencics. Some is sold by packers
m relatively large lots o concerns that manufacture sausage and other
prepared meats but that do no slaughtiring, Much of the meat retailed
is sold through combination meat and grucery stores which handle in-
numerabie other products. Even i1 regular meat markets, such products
as pouitry, fish, other scafuod, butter, and cheese are generally sold.

With a problem as complex as this it is obvious that the margins for
the various marketing and processing funciions cannot be determined
with mathematical precision. The detailed data pertaining to the various
phases of the problem are limited both iu amount and in theic 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 determine average
margins and costs. The marging derived shonld be considered ap-
proximale; therefore they have their limitalions, Bot for practicat pur-
poses they shoull be useiul as general indicators of the relative size of
the margins taken for performing the various functions of marketing
and processing livestock and meat.

CHANNELS oF MankeriNg

In a study of the cost of marketing livestock and meat it is Lmportant
to show the channels through which the commoditics move from (he
farm 1o the consumer, to point out the characteristics of the various
typrs of markets used, to indicale what agencies operale al each type
of market, and {o describe the services they render in order (hat the
cosls of Lhe services provided at each market may be appraised more
accuralely. Full knowledge of the operations at the various iypes of
markets is essential as a basis {or suggesling improvements in marke(-
ing methods and praclices, and for reducing marketing costs. As lvestock
and meat are disposed of through different markets, transported in
different types of cquipment, and handicd under different conditions,
the channels through which they are distributed are shown separately,

MARKETING CHANNELS TGl LIVESTOCK

Livestock sold by farmers may move through several infermediate
handiers on ils way to final destinatiom, “This applies particularly
shghter livestock, aml 10 stockers and feeders. Brewding and dairy
animals are likely (o move directly to hnal purchasers. In the 14 States
incluted in a sty made in the Corn Belt region, by the Corn Belt
Livestock Marketing Research Commitive, about 24 percent of all
livestock sold (ecombined in terms af carlot cquivalents) moved direct
from farms to packing plants, Teedlots, aml other farms without going
through any market in 1940 table 1) (63.2 About 40 percent of all five-
sock sold in the region passed throngh tersinal public markets only,

TSI Numbers in parcntheses eefer v Iilerature (Cited, page 100.

) J
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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 termisal public markets,

Tane 1-—Channels ithrowgh wiich livesiock passed from farmers lo packing
Mants, other farmers, and other wsers, by species, 1940

Cattle hee Al
Marketing channels and Hogs Sandp Hyestack
calves lambs {carlot
equivalent)?
. Percent Percent Percent Percent
Nat going through marketf. oot vorr.nss A 3 24
‘Through lerminal publie markets only..... 44 36 45 49
Through one or more types of iocal mar.
kets but not through terminal markets, .. 24 3z 26 28
Through both lecal and terminzi public
markels L..iineveian. Hreteinerassrans [ 7 5 3
T 1 100 100 HiH uH

! Percentaged for all livestock combined derived by weighting the diffcrent species by volume
accordiny to earlob cquivalents.

Datz for cattfe amd calves, hogs, and sheep and fambs from €orn Belt Livestock Marketing
Research Commiliee (4, p, 28},

The channets of marketing and the relative importance of the different
types of markets used for the livestock sold in the Corn Belt region in
1940 are shown in figure 1 (6}.% In terms of carlot equivalents, cattie
comprised 33 percent, calves 11 pereent, hogs 45 percent, and sheep and
lambs ¥ percent. These relntionships generally vary somewhat from year
lo year. In 1939, the base year for this study, the consist of livestock
marketed was compriseid of cattic 38 percent, calves 12 percent, hogs
40 percent, and sheep and lambs 10 percent.

Cattle, caives, and shzep and lambs were marketed through terminal
public markets in larger proportions than hogs, Hogs were sold in rela-
tively large proportions through local markets, and direct to packers.
Sume Tivestock moved through more than one market of the same type,
hut this is not shown in the Agure. Indications are that livestock outside
the Corn Belt region are markeled through somewhat similar channels,
but datla on the relative importanee of the different types of markets
usedd are not avaiable.

Lighty-two percent of the livestock {exclusive of horses and mules)
sold by farmers in the Corn Bett region went to packing plants for
slaughier. The other I8 percent was composed of stocker and feeder
animals that went to farms and feediots, animals sold for breeding and
dairy purposes, and some animals sold for slaughter to retail meat dealers
#ad olher users.

MARKETING CIIANNELS FOR MEAT

The tonnage of meat marketed is considerably smaller than the tonnage
of livestock. "Chis difference in weight is accounted for both by the fact
that some of the Hvestock marketed does not go to staughtering plants
and that dressing losses result from slanghtering, OF the livestock
slaughtered in packing planis in 1939, as reported by the census, the

3 Correspanding illustrations showing \he channcls of marketing for cartle and calves, hogs, and
shicep and lambs sepsrately are shown in the publication listed (6,

.




DEALERS

18% \ .

LOCAL COOP.
ASSOCIATIONS 5% -
FARMERS AND
OTHERS 18 %

AUCTIONS 10 7o ;
CONCENTRATION YARDS 117

SAL 42.510A

.-~ A=~-1Less than 0.5 parcent Figures on lines are in percentage
Fioure 1—CHANNELS OF 1LIVESTOCK MOVEMENT FROM FARMS IN THE CORN BELT REGION TO PACKING PLANTS,
: FARMERS, AND OTHER USERS, 1940. ’

Of all fivestock combined (based on carlot equivalents) marketed by farmers in the region, 82 percent went to packing plants for imme-
diale slanghter 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 packers and through concentration yards in relatively larger proportions
than- the other livestock. i

Y
Yo’
o

g

T
=
E
z
o

-8

B
=]
yi,
§
o
ol
»
@
=
Y
[x}
g
-3
(=
=
<~




MARKETING MARGINS AND COSTS FOIl LIVESTOCK AND MEAT 7

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.

Tanie 2—Number, weight, and dressing yield of animals slaughiered for swn
account in 1478 meat packing estoblishments, 1939

) Weight Treight ; _ _Average weight Dresain
Species Head on fast dressed Ou foot | Dressed yigid ¢
1,000 1,080

Number pounds pounds Poundy Pounds Percent
Cattle .....vuuus ‘- £1,855,359 | 10,935,779 5,820,613 922 481 53.2
Calvés ooivaninan, 6,445,850 1,202,043 726,029 185 113 60.4
Hogs ....vcuveacn} 46,515,414 1 10,692,708 7,825,369 239 168 73.2
Sheep and goats,,.. | 19,619,449 1,670,636 700,492 £3 40 47.3
TFotat...... P 24,501,187 t 15,162,505 inare PSRN 61.9

From United States Bureaw of the Ceusus {32, pp. 66-51).

Of the estirmated production of 17,534 million pounds of meat id 1939,
88 percent was produced from slaughter in commercial cstablishments
and 12 percent irom farm slaughter. Commercial slaughter included
slaughter in federally inspected plants and slaughter in both wholesale
and retail plants not under Federal inspectiont The meat produced -
from commercial slaughter that year was made up of heef 44 percent,
veal 6 pereent, pork (exclusive of lard) 45 percent, and lamb and
mutton § percént. The meat produced from farm slaughter was estimated
as follows: Beel 11 percent, veal 4 percent, pork (exclusive of lard)
84 percent, and lamb and mutton 1 percent. Most of the meat from
farm sloughter ordinarily is consumed on farms but some is sold to
retail establishments or direct to consumers.

Of the meat and meat products produced in wholesale packing es-
tablishments and in sausage and prepared-meats processing plants, ap-
proximately 8+ pereent (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 aad operated by packers. Fourteen percent of purchases
by retailers were oblained from independent wholesalers and jobbers.
Sales direct from packing plants to consumers, which invelved primarily
institutions and other large users of meat, were equal to about 7 percent
of the total. Only 2 pereent of the total meat produced in packing plants
was exported. Most of lhe micat handled in retail stores was sold to
household consumers. Only a small proportion was sold by retail stores
to institations, to industrial consumers, and to other large users, The
proportion of the total meat taken by institutions and other large users
apparently has increased since 1939,

A considerable volume of products normally moves from one packing
plant to another plant, and some products move from cne agency to
another agency of the same iype, 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 cstablishments (30). Some

* The classification of slavghter was medified somewhat during the war,
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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 sane 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 cosnficed fo killing and dressing
liveslock, and the carcasses are shipped to other plants for cuiting and
distribution, and perhaps for processing. It is not uncommon for a
packer when he finds his stock dispraporticnate to demand on ccrtain
culs, to buy from or sell 1o other packers. One whalesule distributor
may at limes sell meat o other wholesalers, but the transfer of meat
#mong different branch bhouses, or among different retail stores, is not
common,

COMBINED MARGIN AND COSTS FOR MARKETING AND
PROCESSING LIVESTOCK AND MEAT

As Dboth livestock and meat are moved through several channels the
average margin and costs for individual lols of these conimodities may
vary al any given period. The margin and costs, also, may vary from
ore period o another, heing affected by such factors ns the level of
prices, the volume of supplies, the relative propertions of the different
species of tivesiock and meat, wage rates, and olher costs. Over longer
periods, margin and costs may be affected by changes in the channels
of markeling, by shiflts in areas of production or of consumption, and
by modifications in methods and praclices employed in marketing and
processing.

TRENDS 1IN SPREAD BETWEEN Prices or Livestock axp RETAaiL BIEAT

The spread hetween the price of livestock and the retail price of meat,
as useel in this bulletin, refers to the price of the number of pounds of
live animals required on an average t0 produce 1 pound of mear o be
sold at retail compared with the relail price of 1 pound of meat after
adjusting for value of byproduets. This spread, or margin, represents
the total amount absorhed for marketing and processing livestock and
meat,

The marketing and processing margin, and the share returned to pro-
cueers as payment for livestock for the perind 1913-44 (fig. 3) are based
onoLwe prive series, each of which is obtained independently of the other
by differcut agencies (29). The retail meat price series is a composite
ol rewail prices of several cuts of meat, weighted according to their rela-
tive importance, The prices are collected by the Bureau of Labor Statis-
lies, amd normally apply to meat that grades “Good.” The series of
livesloek prices are based on the average prices received by farmers for
beel cattle, veal calves, hogs, sheep, and kambs, as reported monthly to
the Bureau of Agricultural ILconomics, after adjusting for value of by-
products. This is done by reducing the reported farm value of livestock
by the imputed value of the hyproducts at the farm level. The average
tdressing percentage for cach species of livestock was used in adjusting
the prive of livestock to a relai] meat price basis,

Normally. the pread hetween the farm value of livestock and the

721468 47. .2
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Ficure 3.~RETAIL VALUE OF MEAT AND MEAT PRODUCTS PUR-
CHASED BY FAMILY OF THREE AVERAGE CONSUMERS, TARM
VALUE OF EQUIVALENT QUANTITIES OF LIVESTOCK SOLD BY
PRODUCERS, ~MARKETING AND PROCEHSSING MARGIN, AND
FARMERS SHARE OF RETAIL VALUE, BY YEARS, 1913—H,
Expressed as percentage of the reinil 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 rotail value of meat represented by
marketing and processing charges was generally high, and returns to the farmer
were low, In 1930, the base year for this study, the spread between the retail value
and the farm price was fairly normal.

Adapted from Miscellaneotts Publication 576, United States Department of

Agriculture, Price Spreads Between Farmers and Consumers TFor Food Products,

1913-4, 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 livestocl
producer tends to get not only lower prices per pound when the level
of prices is low, but he generally also gets a smaller pereentage share
of the price consumers pay for meat. Tn 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 hand, during the




MARKETING MARGINS AND COSTS FOR LIVESTOCE AND MEAT 11

periods following these depressions, when prices were considerably
higher, the percentage spread beween farm and retail prices was smaller
and the proportion rcceived by farmers was relatively large,

This reiationship has not been maintained during the 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 for carlier years,
even after making allowance for subsidies paid by the Government in
1943 and 1944,

1f the reported retail price for the war period is too low, it may pos-
sibly be accounted for by the up-grading of meat, or by the processing
of a larger-than-normal proportion of the meat which sold at hipher
prices, or by the sale of meat at prices above those reported. The re-
poried farm value of livestock would be too high if farmers had paid
more than the nornal marketing services out of the prices received, but
there 18 ne indication that more than the customary services were paid
for during the war, In 1930, 1the year 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
heen about average over a tonger period,

MArkETING AND Processine Mancins axp Costs For 1939

The margin and costs for performing cach of the broad functions of
marketing and processing in 1939 are in this bullelin expressed Loth in
cents per pound of meat (and lard) sold at retail, and in percentage of
the retaid value of meat, The tolal markeling and processing margin is
the spread behween the average retait value per pound of meat and the
average price reccived by farmers for the number of pounds of livestock
required on an average lo produce 1 pound of meat, reduced by the
estivnatedd value of byproduels, most of which were inedible (26). Mar-
gins were determined on the basis of the agencies involved in marketing
and processing, Margins are shown for all livestock combined, and for
all meat combined, instead of by species. FHowever, some reference is
m.'ulvdtu studies in which margius by species were determined for other
periods,

DISTRIBUTION OF MARGIN ON BASIS OF FUNCTIONS

Of the amount paid for meal at retail in 1939, nearly one-half went
as payment for marketing anil provessing livestock and meat, and slightly
more than une-bhalf was reecived by the producers of livestock (Ag. 4).
The cost of distributing the meat, including both wholesaling and retail-
ing, was cqual to nearly 30 percent of the amount paid by consumers.
Nearly 13 pereent of the total went as payment to meat packers for
staughtering and processing, and 4.3 percent for the marketing of live-
stock, inchuding their transportation,

The average retail value of meat {including lard) in 1939 was 23.5
cents per pound {table 3) (26). The average margin for retailing was
found to be 240 pereent of the retall value, or 5.6 cents per pound {see
page 70}, According to this the wholesale value of meat was 17.9 cents
pec pound. The aargin for wholesaling, which included outward trans-
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PERCENT T3 PERCENT

-+ 24.0  Retail distribution

-14]

<4 58 Wholesale distribution
60 <= 149  Meast packing

‘ 4 43  Marketing tivestock

40

4 510 Returns to producers
20
b]

BAF 43,898

Fioure 4—DISTRIBUTION OF CONSUMER'S DOLLAR FOR MEAT AND
MEAT PRODUCTS, BASED ON MARKETING AND PROCESSING
TFUNCTIONS, 1939

The combined margin for wholesaling and retailing meat was equal to about
30 percent of Whe retail vialue of the product. The margin for meat packing was
abotit oste-half as great. The cost of marketing livestock was small compared with
the total, Returns to producers of livestock was slightly more than one-hali of
the amount paid by consumers for mcat.

portation, was 7.7 percent of the value at wholeszle, or 1.4 cents per
pound (see page 66). The value of the meat at the plant was therefore
16.5 cents per pound. The margin for mceat packing was found to be
21.4 pereent of the value at plant, or 3.3 cents per pound (sec page 47).
This indicates that on a retail value basis the market value of the live-
stock was 13.0 cents per pound. The margin for 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 equal to 12.0 cents per pound.

TARLE 3.—Muargins in conds per pound and percentage of retail value for marketing
ltvestock, meat packing, wholeseling and retailing mewts, and returns o producers
af tivestock, based on relail valne of all meats comiined, 1939

Yalue per Pereentage of
Ttem pound retail value
Cents Percond

Value at retadl, s ivecoieions 23.5 100.0
AMargin for retalling 5.6 24,0
Muargin for wholesaling 1.4 5.3
Margin [or meat packinE ... oo i icai e, 3.5 14.9
Margin for live-ock marketing ....0.vi00 Creenrnn e aaaaan 1.0 4.3
Leceived by producers for livesterk. ..o veiarrnraieain 12,0 51.0

DISTRIBUTION OF BIARGIN ON BASIS OF AGENCIES

The distribution of the margin for meat and meat products was dif-
ferent in some respects when based on the agencies involved than on
the functions performed because some agencics 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 distribution of the product. ™his included sales
through the wholesale departments at the plants, through the packer-
owned branch houses, through wholesale offices where distribution was
made by ageals from refrigeralor cars, by car rontes, and by truck
routes. In adaition, 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 handivd at all livestock markets.

Tt is estimated that 19.7 percent of the total retail value of meat
went to meat-packing concerns for performing the various {unc-
tions of marlieling, slaughtering, and processing livestock and meat in
1939 (fig, 5). This percendage s cstimated to be made up as follows:

PRRCENT PERCENT

o 238 Retallers

8o 4= 13 holesalers, nonpackess
o= 19,7  Meat-packing concerns
60 42 tivestock-markaeting agencins,
- aonpackers
[1+)
4n 510  Relwrns 16 progucers
26
] BAE 45,898

Ficuns 3~—DISTRIBUTION OT CONSUMER'S DOLLAR FOR MEAT AND
MEAT PRODUCTS, BASED ON MARKETING AND PROCESSING
AGENCIES, 1930,

Ta» mdddition {o siaugliering and processing, meat-packing conecrns perform most
of the wholesaling funciion, do a small amount of rewiling, and opernte a few
livestock markets, The lotal returus to meat-packing concerns was neirly one-Gifth
of the value of meat sokd at retail. The propertion received by the independent
(non-packer} wholesslers was very small. Retorns to producers of fivestock were
shightly more than one-hall the amount paid by consumers for meat

Meat packing, 149 percent; wholesaling, 4.5 percent; retailing, 0.2
percent; and opernting livestock markets? 0.1 pereent, The retail meat
dealers’ share of the consumer's dollar was 23.8 percent. Livestock mitr-
leting agencies (non-packer) received 4.2 percent of the amount paid
by consuiners for meat that year. The independent wholesalers' {non-
packer) share was only 1.3 percent of the total paid by consamers for
meat. Returns to producers was 31.0 pereent of the total retail value.

Meat packing and retail distribution of meat were integrated only to
a limited extent in 1939, but such integration apparently has been on the
increase since lhen. The four largest national packing concerns are pro-
hibited by the Packers’ Consent Decree, in effect since 1920, from en-
gaging in meat relailing, A few of the other meat-packing concerns
operate vetail establishments, cither 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-retailing 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 cbout 4,400 according to the War Food Administration, have
sold n.eat at retail as well as at wholesale 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 ito change directly with the change in
price, but the 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 livestack and meat prices were rela-
tively high, as well as the average values and margins for the period
1031-34, 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,

Tante 4-—Velues wwd marging for marketing. Hvestock, processing and dis-
tributing meats, based on retail values of elf wmeats combined, for the 4-year
periods, 1925-28 and 1931-34.

Value per pound Percentage of retail value

Ttem 4-5’:;3::2 gv::}g::gc 4oyear average | d-year average ( 4-yoar average

1931-34 1925-28 1931-34

Cents Crats Pereent Pereeut

Valge at retail.,oooiay. ... 25.. 1

Margin for retailing function. )

Value at wholeaaie 10,

Margin for wholesaling
function

Value at plamt

Margin for processing
function

Market value of livestock..

Margin for livestock
marketing function .

Received by producers 1L

ﬂ__
N B i
el

a Sne

(X

My Lip

W D $aS LD
w ~F
drla 0O R Do

;.

Baced ont Tobin and Greer (24, t@fc 2, ;o 18

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 ai 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) (2¢}.5

& This includes a processing tnx en pork and lard in 1034 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
potiml for all meat during the J-year period, 193t-34,
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For retail distribution of meat, the margin in 1925-28 was 5.6 cents,
and in 1931-34 was 4.9 cents. The margin per pound of meat for 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
wholesale estabiishments, 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. When the volume 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 exlent to which products are processed before they
are sold, and the nature and amount of services furnished by processors
and distributors of meat.

Margins 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
from 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 23.0 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. Tt is not improbable that the margin would narrow if low prices

were continued over a protracted period.
A
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 of meat sold at relail, the margin for marketing livestock was
about 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 and lambs are relatively high, on account of the light weight
of the animals, which means light loads. Transportation is high also,
because of Lhe relatively long distance between the points of production
and the places of consumplion.

The processing margins for beef and 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, invelving considerable processing expense. Much ol
the bacon is sliced and packaged at the plant. Beef, onthe other hand,
is usually sold fresh, cither ds quarters or as carcasses, and only a small
quantity is processed. Most of the veal is sold as carcasses with the skin
on, and this keeps costs of dressing low. Only a small proportion of the
veal is processed, Mutton and famb are largely sold fresh, and mn the
form of carcasses or wholesale cuts, However, as the average weight ol
the individual sheep or lamb carcass is small, this accounts for relatively
high cost per pound for slaughtering and handling at the plant.

TABLE 3.— Values and murgins per ponnd of meat sold at retuil, by kiuds, and by the
d-year average periods, 1923-28 and 193{-31

: Park i Multon
Hyef : Veal : and amd Al ats
l i hard lamlh

! ! i : '
1925-28.1031-34]1025-28 1041 34 1925-28 1031-341 192524 (531 -31]1925-24 1931-34

Cenix l Cenmtzs | Cents | Cemis | Cents | Cents | Cents 1 Cels | Cents § Cents
Value at retail...| 25.7 i8 3hog 200 2E] 14.2)] 3rH] oz
Aargin for retail.

7 o
imr function._. . -1 12 3 8.9 3.6 kR 7 7. & 4.4
Valugac whalesade .2 4.7 12,1 0.2 14, 3534 14.- 4 il.4
Marginlor whole-
sallng finclion. . . B 1.0 1.0 . 1, . 1.0
Valne at plant... . . 19, 11.0 3.2 9. b 13, . 16 4
Muorgin for proe-
esaitie function . . 2. 1.8 4.3 3. . . i 3.0
Market value of
liveatock kN . . 5.2 G. . . K 7.3
Margin for Hve-
atoek market-
ing function__. .9 . . .9 5 .B P . )
Farm wvhine of
liyustock N . o B.3 15.0 5.5 18.2 . 13,7 6.5

163

U gidible preducts only: Does not inelade income from the swie of inedibie byproducts, but the values
shown for hvedtock rre jinopnts proportionate to the values of the edibie produet.

# Inchudey processing texed on pork and fund, nmounting to 2.8 centy per pound for 1934, or wn average
of 7 cents for the d-year perigd 19311 -34,

i Tlhe processing tax on pork wmd lard will equal ar averape of 0.2 cents on ail meuts for the d-your
period,

Baved an Tobin and Greer {24, pp, 16-37).

Wholesaling expenses were izicly uniform for meat of the dilferent
species. 1t was highest for pork because sales of pork are usually made
as wholesale cuts instead of carcasses and quarters.

The cost per pound of relatling beef, and mutton and lamb, was about
twice as high as for pork. The cost of retailing veal was still higher.
For beef, veal, mutton and lamb considerable ibor s reguired by the
retailers in cutting and preparing steaks and roasts, and for grinding
some of the beef cuis into bamburger. Cured pork to some extent is
sold to consumers in wholesale cuis. Sheed bacon amd carton lard pacjs-
aged at the slaughtering plant require relatively little labor in bandling
at the retail siore. More and better refrigeration also ave needed {or the
fresh than for the cured products.

I a stwedy minde by the Federal Trade Commisston for 1933, the re-
fationships between the margins for marketing and processing beef, veal,
and pork agreed fairly well with those shown in the study by Tobin and
Greer (table 3) for some of the functions, but differed considerably for
others (lable 6} (33). As the data apply to different years it is not pos-
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sible to make direct comparison between the hadings in these studies,
but it appears that the whalesale margins for heef and pork in the Com-
mission study are wnusually high. The margin for veal is about the same
i the two studies,

Tance 6—Falue and margins per 100 pounds of edibie aneat producis of different
rinds, 1935

Amount per 100 pounds '

Percentage of total

—

Ttem P Vel Veal
Becf ' and Pork Beef and Pork
i calf calf
Deotlars Doilars Doliars Percent Porcent Percent
Cansumers” average, cost. 27.02° 23.64 23.64 188.0 100.8 100.0
Average retall margit..... 8.26 889 3.70 0.6 7.6 22.2
Average wholesale margin 3.4 143 3.2% i1.6 G40 12.7
Average margin for !
PTOCESSINE +evvvaaarnnn. 3581 2.9% 471 3.3 2.7 13.4
Average procecds (o ! )
facmers ...veivniaaas 10.81 ¢ 10.33 » 1033 40,0 4.7 40.3
'I‘rnns;:_urt.‘x:'io_n coots, ate. I
on five animd .iuaiae. 1,23 l (%) 1,63 4.5 {*) 6.4

P Not given oo atvount of appmm de-mirsty Betwesn the data used. Bosed on nized States
Federsl Trade Cotnmission (33, pp. 145-1i6).

« ITEMS OF €O8T COMPRISING MARCIN

In 1939, payment for salaries and wages for performing all of the
varipus functions of marketing lvestacl and meat, and for slaughtering
and processing, amounted to 26.0 percent of the retail value of meat®
(fg. 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, intercst, ete., and profits were 17.5 percent
of the retail value of the product. As po:ntul out carlier, the amount paid
for livestock was equal to 31 percént of the total retail value of meat.

The transportation expense was equal to $1.62 per hundredweight of
ment 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 of wholesale meat $1.061 per hundredweight
retail basis (equal to $0.91 per hundredweight wholesale basis).

Of the lotal operaling expenses for performing the various marketing
and processing funchions for livestock and mcats in 1939, payments for
salaries and wages were equal to 33 percent. Transportation amounted
o 11 percent, and all other operating expenses and profits combined
amounded Lo 36 percent. The proportion of the eperating expenses paid
out for salarigs and wages was not the same for performing the differ-
ent funclions, For markeling livestock {exclusive of transpertation),
19 percent of the operating expenses was paid labor. For meat packing,
salary and wage paviments amounted to 51 percent of the total operating
expenses, for wholesaling 52 percent {exclusive of transportation}, and
for retniling 58 percent.

€ This i coafined to salaries ancd wages paid directly by the markclmg and proc:ssmg agencics,
{t dlaws nab include salaries and wages paid for production of the Hv i eq
snd materials used, or for brassporning Livestock and mear.

T 46B—47-~3
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PERCENT IT PERCENT

* ZI.G.O Salaries and wages®

el
’////,5/%/////,///? 4 55 Transportation
o E d & 175 owers
40
4 51.0 Paid for livestock
20
0

* JICLUSIVE OF SALANIES AND wAZES FAND FOR TRANSMORTING LIVISTOCK AND MEAT
& INCLUPES SUMMIEL CONTAINERS, TAXES DEMARCIATION, IRFERESE CFC, AND PROFIT

DAE 45.700
Ficure 6—DISTRIBUTION OF CONSUMER'S DOLLAR FOR MEAT AND
MEAT PRODUCTS, BY COST ITEMS, 1939

PaymenL for salaries and wages for marketing and processing livestock and
meat was equal to more than one-fourth of the amount paid by consumers for
meat, or more than one-half of all marketing and processing expenses. The cost
of transporting livestock and meat was slightly in cxcess of 5 percent of the retaii
value of meat, All other expenses snd profits in connection with marketing and
processing was 17.5 percent of the retail value of meat, Returns to producers of
livesteck was slightly more than one-hatf 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
marketing 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
seils 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 services. If sale is made at a public market,
fees and charges are paid for yardage, commission for selling, and prab-
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 are performed by
the producer of livestock.

Severat factors are taken into consideration by producers when choos-
ing xoarkets at which to sell. Tf the choice is based on expected net re-
turns from selling at alternative markets, the factors generally taken
into account are: The price received for the animals per hundredweight,
selling 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
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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.

AVERACE 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
to $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 rnarkets, and $0.61 per hundredweight for
transportation. The expenses applicd to the livestock sold at all types
of markets. For the livestock that moved through mere than one market,
the expenses involved at each of the various markets used were included,
An estimaled marketing éxpense was also added for the livestock that
passed through mere than one market of the same type. For sales made
direct to packers no allowance was made to compensate the farmer for
the time he devoted to marketing. The expenses of marketing stocker
and feeder animals that moved direct from the range or farm to a fecd-
Iot or to some other farm were 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
markeling were not included.

TapLi T.—Murketing and fransportation expenses for Hrestock
per hundredweight, 19391

Cattle Calves Hoga Sheep and lamba] All livestock
Meat Ment Meqt Ment | Meat
Item Live |soldat| Live {soldat) Live [soldat Live |sold at| Live gold at
wolght | ectail | weight § retail weight | retail | weight retail weight | retail
weight weight wright weight weight

Dodtars | Dollars | Dollars | Doltars | Doltors | Dollars | Dollars Dollars| Dodlars | Dollars

Markelingecween-a 0,20 Q.43 0,24 0 52 0.19 0,27 0,28 } ©.60 0,22 0.41
Transportation. . .33 .70 A5 L6l 33 AS A2 a0 35 N1
Tothd ....] Ja83 11t iy 1.1} .52 2 il 1.50 .57 1.0

1 |oases Tesplting from shirinkage of tlssue, bruising, Jeath, and erippling of animals are not included
T the st of markeuny livestoek,

For all fivestock sold in 1939, the average cost of marketing per
hundredweight alive, including transportation, was 53 cents for catile,
69 cents for calves, 52 cents for hogs, and 70 cents for sheep and Tambs.
Expressed in terms of 100 pounds of meat sold at retail, the cost of
marketing averaged $1.13 for cattle and calves, $0.72 for hogs, 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 livestock marketed by farmers dircet lo packers, or to others as
in the case of feeder animals or brewling stock, no costs were included
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TabLE 8.—Expenses per-100 pounds of marketing livestock at various types of markets, 19391

Cattle - Calves Hogs Sheep and lambs All Jivestock comblined

Rate per Rate per Rate per Raite per Rate per
Markets and agencies 100 pounds 100 pounds 100 pounds k 100 pounds 100 pounds
Pro- Pro- Pro- Pro- Pro~ :
portion { - ' prtion partion portion portion
marketed®; * Live  Sold at Imarketed?] - Live [ Soldat Jmarketed?] - Live | Sold at [marketed?| Live | Sold at lmarketed?| - Live. | Sold at
{ - weight | retail? weight | retail? weight | retaild 1 weight | retail® weight | retail

Percent | Dollars | Dollars | Percent | Dollars | Dollars | ‘Percent | Dollars | Daollars | Percent | Dollars | Dollars | Percent | Dallars Dollass

Dealersmintnnni s nm 0.15 0,32° 0.15 0,32 16 0.15 0.2i 0.15 0.15
Local cooperative asso- |
ciationg, .o ... .00 15
Concentration yards. . . 16
AUCLOBS. .o v avbmenmn 7
Public markets. .o, .
Direct to packers and

(3113 £ SRR

Weighted average..
Adjusted averageds 20 .52
Transportation. ... . e .61

Total..... i ‘ - i---- ..... 1.13

"LdAd °S ‘N ‘266 "ON NILATING TVDINHYAL

! Losses resulting from shrinkage of tissue, Lruising, death, and crippling of animals in transit or at markets may logically be considered marketing costs but owing to lack of -
adequate data they nre not So considered in‘this study in-determining cost of imarketing livestock

3 Proportions marketed by farniersin the Corn Belt in 1940. Total percentage exceeds 100 because some livestock was sold through more than one type of murket,

¥ Expenses per 100 pounds of meat sold at retail was derived from the expenses per 100 pounds live animal. The number of pounds of meat sold at retail per 100 pounds live
weight, used 4s conversion factors, were! Cattle, calves, and sheep and lambs, 46.3 pounds; and hogs, 70,9 pounds. i

4 Adjusted to allow furan estimated duplication in marketing at markets of same type,

HUAVINOMNOY 50
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because payments were not made for these services. About one-fourth
of the livestock marketed that year moved direct and therefore did not
pass through any market. As lransportation is an important function
in marketing, its cost has been included for all of the livestock sold,
irrespective of the market outlet used.

The data for proportions of the different species of livestock that
moved through cach type of market in the Corn Belt in 1940 were used
in determining (he average cost of marketing, as currespouding informa-
tion is not available for the country as a whale. The average cost per
hundredweight for markering {exclusive of transportation) was deter-
mined by weighting the cost at each type of macket by the proportion
that muved through nmrkets of that type. But this «did sot lake indo
account duplication of sales of aninnds moving, through more than one
market of the same (ype. In the absence of specific information on
market duplicalion, estimated adjustments were made in the weighted-

Each dol reprasenis
one deajer

LAE 42,500

Ficuge 7—LOCATION OF LIVESTOUK DLALERS IN )4 STATES IN
THE CORN BELT REGION, 1941
A large pertinn of the dealers operated mootortrncks and assembled livestock
fronm farms, Seme mamtatned siods @t Jocel Sy gy points 1o which the livesiock
wis sdefivered by farmers,
Batn adapted from reports of Corn Belt Livestoch Murketing Research Com-
mitlee,
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average prices. The average cost of marketing cattle and calves per
hundredweight alive was increased by 2 cents, and hogs, and sheep and
lambs by 1 cent. Cuttle and calves are being traded in by speculators to
& grealer extent than hogs, and sheep and lanbs, which accounts for the
greater market duplication,

Cost oF Markering Livestock at IwreErext 'Tvees or MARKeTs

The margins and costs of selling livestock at or (hrough dJifferent
types of markets in order (o be fully significant need to be related io
the services performed at the markets. Some types of markets are pri-
marily for local assembly, some are intermediate or coneentration mar-
kets, andd ollers are terminal markets. AU sone markets, Thestocke is

a

+ Gancentration yards =+ Auctions
s Parking plants oTerminals
« Local ceoperative assocfalfgna

DAE 42,4c0
HIVE  ASSOCIATIONS,
M

MINAL PUBLIC MAR-
53 IN THE CORN BELT

igure 8-~-LOCATION OF LOCAL COU N
CONCENTRATION YARDS, AUCTIONS, TR
KETS, ANT PACKING PLANTS. IN 11 STAT
REGION, 104
A large proportion of the farmers in the region were so sithated that they

could sell livestock o one of several markets, inchwifing markets of different types,

as shown in fgures 7 and B

Data adapted from reports of Corn Belt Livestock Markeling Weseareh Com-
ke

A
R
E
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bought outright. At others, services are provided to care for and to sell
the tivestock for which the owners pay fees and comumissions.

An indication of the number of markets available for handling live-
stock may be had from a comprehensive study made in the Corn Belt
region in 1940 (). In the 14 States included in that study, were 12,296
livestock dealers or truck buyers (fig. 7), 998 lacal cooperative asso-
ciations, 319 concenlration yards or local markets, 1,077 auctions or sale
barns, 26 terminal public inarkets, and 389 packing plamts, of which 273
were located at the terminal public markets and 316 at inlerior points
(fig. 8). Operating al the lerminal public markets were 1,387 commis-
sion men, order buyers, and deaters. The 2,916 retail meat dealers in
the region did some slaughtering,

[nformation on the number of markets of different types located in
the States outside the Corn Belt is considerably luss complete, A study
by Uw Burenu of Agricultural Economics showed that in 1937 about
300 auctions were located outside this vegion. This number probably had
inereased 0 hetween 400 and 500 by 1941, bringing the total for the
entire country to 3,400 or 1,500 auctions. Local cooperative associations
sulside the Corn Lielt probably number less than 1530. Doth the number
of concentration yards or focal markets, and (he nuntber of terminal
public markets are small. Livestock dealers apparently are numerous in
all parts of the country but reliable information of the number is not
available.

COSTS AND SERVICES AT LOCAL ASSEMBLY MARKETS

Local cooperative associations and livestock dealers perform primarily
(the function of local assembly, Lut their methods of operation differ.
Cooperitive associntions hamdle Hvestock for their members, but they do
not all perierny the same services, Some associations sell Jivestock at
markels ar at packing plants, wherever the highest net relurn is expected.
Others well all of the livestack to the same buyer. Local dealers buy
fvestoek oniright. Both Jocal cooperative associations and dealers may
miinain their own yards and other market facilities to which the live-
stoek 15 delivered, they may use railroad yards, or they may operate
matertryeks mel take delivery of the livestock at the farm,

The sale of livestock in small lots by farmers is relatively common,
and a signtificant function of tocal assembly markets is te consolidate
these lots into truck loads or carloads. In the Corn Belt in 1940, 6 per-
cent of the cattle was sold as single animals, and about one-fifth of the
number was sulil in lots of 1, 2, ar 3 heact (6). With calves, 43 percent
was sold as single animals, and 87 percent in lots of from 1 to 3 head
each, Sales in lots of from 1 to 10 head comprised about 22 percent of
the hogs, and 11 percent of the sheep mind Tanbs,

The assembly of livestock at local yards has been reduced by beth
Jealers and local cooperative associations in recent years. A large pro-
portion of the local dealers now opera.e motortrucks and pick up at
Jarms much of the livestock they buy from farmers. Of the livestock
which dealers obtained frons farmers in the Corn Belt region in 1940,
23 percent of the catle, 32 percent of the calves, 42 percent of the hogs,
and 33 pereent of the sheep and lambs were defivered to their place of
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business by farmers or by custom truckers. The rest were picked up at
farms by denlers who operated motortrucks,

The volume of livestock handled by local cooperative associations is
relatively small, being only 4 percent of the cattle andd calves, 5 percent
of the hogs, and 4 percent of the sheep and lambs sold by farmers in
the Corn Belt in 1940, Of the livestock handied by associations in this
region in 1940, the volume delivered to their yards by farmers or custom
truckers, and that picked up at farms in association trucks and delivered
o their yards, comprised 68 percent of the cattle, 73 percent of the
calves, 71 percent of the hogs, and 66 percent of the sheep and labs.
The rest were delivered direatly from the farm to the buyer without
being assembled locally,

Information on the cost of asscmbling livestock loeally is meager. An
examination of annual reports of several local cooperative associations
indicates that their cost was about 15 cents per hundredweight in 1939,
This cost was higher than that shown by studies during the perivd 1913
to, 1933 which averaged from 8 cents to 10 cents per hundredweight
{25}, The cost of hmudling lvestock by dealers is not available and is
therefore assined to be about the same as for local cooperalive asso-
ciations.

COSTS AND SERVICES AT CONCENTRATION YARDS

Conceatralion yards are private stockyards where livestock is as-
sembled in relabively large numbers for reshipment. Most of the yards
are owned by the larger packing concerns which use them for concen-
trating livestock for shipment to their plants lecated elsewhere. Some
are privately owned, and a few are operited by cooperalive associations
and by railroads. At both the packer-owned and at the privately-owned
yards, the hivestock is purchased outright. The cooperative concentration
yards either sell the Jivestock direct to packers or consign it to pubiic
markets,

Although concentration yards were established primarily for the rail
shipment of hogs, they now handle other species of livestock as well
(8). Yards were usually focated in areas of large hog production, and
at points having adequae railvoad facilities. Many of the yards were
built by raifroads, hut they have singe been sold or leased to those who
operite them logs originating at other points on the railroad were
shipped 1o concentration yards, and were unloaded, sorted, weighed,
double-decked, mixed, and forwarded on the original billing 1o destina-
tion, In this way, shippers were able 10 take advaniage of lower through
rates. The through-rate privilege has become of minor importance more
recenlly because nuch of the livestock is now received at these yards
by motortruck.

The cost of operaling concentration yards is cstimated to have been
about 11 cents per hundredweight in 1939, This estimate s arrived at
by making aljustnents in the cost of operation during the period 1931-
33, as chown by a study made by the Bureau of Agricullural Economics
(23). The average operating cost in 1931 for 13 concentration yards
was 87 cents per 100 pounds live weight. In 1932, for 20 yards, it was
8.6 cenis per 100 pounds, and in 1933, for 22 yards, it wns 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 and erippled hogs; shrinkage; and driving, yarding, and handling
the livestock at destination, This was a period of depression when some
operating costs, especialiy those for labor, were relatively low. In 1939,
a larger proportion of livestock was transported by motortruck as com-
pared with rail than during the eariier period, and this probably in-
creased operating costs because many of the lots received were sinall.
Considerable variation was found in the cost of operating different
concentration yards during the same year. Tn 1931, the cost per hun-
dredweight for iadividual yards varied from 54 to 14.5 cents, Com-
parable varialions were found for 1432 and 1933, The variations were
mlluenced by the volume of business, wages, salaries, feed, and other
items of cost. The lower costs recorded in 1933 as compared with the
other 2 vears is aceounted for by the larger volume of hogs handled at
some of the yards, and by a general reduction in operating expenses.
The cost of operating concentration vards per hundredweight de-
creased as the volome of hogs handled increased {table 8). As some
overhead cosls were relatively fixed Tor a given yard, irrespective of the
volume handled, increasing the volunwe of hogs reduced the overhead
per hog or per hundredweight.
Tam g O-wclterage cost of operuling concontrabion yards, clussified by volume of
hogs hawdivd, 1921-33

Y ospeo0 | soe;r ! Over
Year } head a2l to gy | 100,900
Jeys per year t Iieasd por year # fread ver year
. CUrnls por fead I Cents per ficad I Cruts per head
14923 280 19.8 17.6
il L. 300 221 14.9
1433 ... 7.1 5.3 1 13.%

United Stivtes Hureau of Agriealursl Deonesnies (25, roble 41, po 1825,
COSTS AND SERVICES AT AUCTHONS

Auetions are places where liveslock is assembled at regular intervals
amel sold by the auction method to the highest bidder. The auction com-
pany furmshes the services of an auctioneer who does the selling, and
cares for and shelters the animals, Many auctions scrve mainly as clear-
ing houses for locally produced animals that are bought for purposes
other thay immediate slaughter. Some, however, handie substantial vol-
umes of slaughter livestock, and ethers are imporiant markets for feeder
caltle and feeder lambs. The counsignor pays a fee or commission to the
agetion company which generally covers all of the services of selling
and handiing the livestock, and yardage. AL some auctions a scparate
chiarge is made for yardage. Feeding is customarily conlined to livestock
received before the day of sale, When feed s used it 's paid for by the
ctmsignor,

At most auctions, the individual consignor’s animals are gencrally sold
separalely; sales in small lots, therefore, are common. AY auctions where
Birge volumes of Jambs, veal ealves, and slavghier hougs are sold, the
animals are ordinarily sorted nto lots of uniform grade and weight,

721468—47—4
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usually equal to a deck on a railroad stock car. Packers always buy at
these auctions, and they also buy at some auctions where sales are made
by single animals or by small lots.

The average expense for selling livestock per hunclrt.dwc:ght ul auc-
tions in 1939 is estimated on the basis of studics of auction marketing
to have been 22 cents for cattle, 26 cents for calves, 22 cents for hogs
and 31 cents for sheep and lambs (10, 20, 23). This covered the ex-
penses at the markets but did not include transportation to or from the
auclions. The rates charged for selling and the method of computing
charges vary mnong auctions. Some operators hase charges on a pers
centage of gross sales, some charge on a per-head basis, and some use
5 combination of these methods,

Charging a percentage of gross sales was the busis used at 44 of the
48 auclions studied in lown i 1937 (273), and at 31 of the 36 auctions
studied in Minnesota in 1939 (10). Ar the other auctions included in
these stucies stipulated amounts per head were charged. The Farm
Credit Administration cooperating with 14 agriculiural experiment sta-
tions n a study of 176 auctions located in different parts of the country
in 1937 found that charges based on percentage of gross sales were made
at 51 percent of the auclions, on a ner-head basis at 44 percent, and on
a combination of these methods at the other 5 percent of the auctions
(20). At some auctions, the charges were the same, irrespective of the
volume of livestock furnished by a consignor. In other cases, the rates
were Teduced as the gross value, or the munber of head, inereased.

The most common rale of commission based on the gross value of the
liveslock was 3 percent, Lut rates varied among auctions from 244 per-
cent to 5 percent. The most common rate per head for caitle was $1,
but ranged from about [0 cents to $1.25, The most customary charge
per head for calves was 50 cents per hca{l, 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 25 cents: If livestock was fed at the auction,
the consignor paid for the feed. In States where it was required that
qualified veterinarians inspect the animals for discase before they were
sold, charges of a few cents per head were made to cover this expense,
Miscellangous 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 SERVICES AT TERMINAL PUBLIC MARKETS

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 transportalion, A commission is paid for this work. The
stockyards company undertakes te yard, feed, aud care for the animals,
and deliver them to the buyer, and for this the consignor pays a fce.
Feeding is common, and the shipper pays for the feed. In addiiion, small
charges are made for such miscellancous services as inspection, insur-
ance, and switching fecs for rail shipments.

Commission rales are on a per-head basis, and vary with the size of
the consignment, being higher per head for small lots than for larger
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lots. Yardage charges often are higher for livestock received by motor-
truck than by rail. Feed cost varies among markets, The cost of feeding
virics among consigmuents al the same market because the quantity of |
feed ordered differs, Some livesiock is sold without being fed,

The average expenses per hundredweight for marketing livestock at
public markets in 1939, based on carlier stucies, were estimated to have
heen 20 cents for cattle, 34 cents for calves, 24 cents for hogs, and 39
cents for sheep and lembs (13, 13, 23, 25}, In the case of cattle, the
expenses for commission and yardage average about 15 conts per hun-
dredweight, the cost of feed + (o 5 cents, and miscellaneons charges 1
cent or less. The relationships of (hese costs ave fairly comparable for
the other species of livestoclke The costs estimated for 1939 were higher
than those reported in some of the carlier stuclies as adjustments were
made e take account of a general advance in some of the cost factors.

The average cost per hundredweight of marketing hogs at the Omaha
terminal public market {for the period 1930-35 shows the relative im-
poriance of the different expense items involved (lable 10) (15). There
wis an inerease in commission charges during the period, and this was
associnted with (he increase in the use of motartrucks, according to the
report, Livestock delivered by motortruck is in smaller lots, on an aver-
age, than those delivered by i, and this involves higher commissions
per bundredweight, The cost of Feed offen varics [rom one period to
another. -

TasLe 1Q—clwerage cost per hundredweigh! of marketing Nebroska hogs through
the Quaha fermingl public market, 193035

Year Commissian - Yaedage [ I'.;'_‘_'::di“ ; Luspeetion | [nsurance | Other Tatal

Cents 1 Conts : Conts Cends Cents Cents Cents
1930 .. . 9.3 50 5.6 0.1 0.7 0.4 2L
193, ... 93 51 4.3 2 7 5 20
1932 . 10.2 5.5 3.0 i .0 4 20
Wy L. Lo S 2.2 2 5 3 14
L . . 12,0 0.9 R 3 10 3 21
JALE. 1IN i 12,3 5.7 4.3 3 1.1 3 24
Aoverage, 10,1 5.3 .2 <2 K 21

Lambrecht and Garey (13, teble 3, p. 10).

A comparision of (he cost of selling hogs in large lots (10 head and
over) with the cost of selling in small fots (1 to 9 head) was made at
the Cincinnati market for 1939 (lable 11) (43). Exclustve of the cost
of feed, the selling expense for the lurge lols was 224 cents per hun-
dredweight, and for small lots 25.6 conts. Comparable relationships also
generally applicd to olher species of livestock.

For the stockyards companics subject 1o the Packers and Stockyards
Act, data on distribution of their expenses are available for the period
1927-37 (table 12).% Txpenses were classificd as salaries and wages,
cast of sale { Feed), depreciation, taxes {excluding Federal income taxes),
amd miscellaneous operaling expenses. The stockyards companies con-
Lnue (o report anpually hut summaries of expenses have not been pre-
pared since 1937, Salaries and wages comprised from 30 to 47 percent

COEPA el e aattad romits of dhe Cluel of e Burean of Animal Industry, United States

Phopavimenr of Agrwoulture, 1027 47,
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TapLe 11,—The latal vost, cost fer hundred, and percentoge of iotal cost of
marketing lavge and siall lols of hogs at Cincinnati in 1930

Expenseatl

Toial cost

Cost per hundred
ilollars

Pereent ¢
cost

{ total

Larpe
lots?

Emall
lags?

Large
lots

Small
lots

Large
lots

Small
lots

Commission

Yardage

Fire insurance ,..ooee...

Dollars
113,15
57.60
6

Dallars
.33

2533
55

Drallars
0.1466
D746
D012

Dotlars

Pereent
65,19
33.27

Sa

Pereant
69,32
20,15

National Livestock amd
Meat Board 140 | .62
7311 86,94

I 169
{33,000
201

Size of sample g4
Weight 77,184
Average 2ol

Cost of feed not ineluded.

# Large lots, 10 head and qver,

} Email Ints, untder 10 head,

Henning and Voling (13, table 42, p. 41).
of the total expenses of the stockyards companies reporting. For the
J-year period 1935-37, salarics and wages comprised 32.7 percent of the
expenses. The cost of the feed suld amounted to 23.5 percent of the
expenses; depreciation and taxes (excluding Federal income tuxes)

reached 9.9 pereent, and miscellancous operating expenses 33.9 percent.

TarE 12—Percentaye disiribnlion of evpenses of stockyards companies subject
@ {2 the Puckers wnd Stockyards e, 1927371

Cantparh es

Salaries
anel
WAL

Cost of
sales

(feed)

Depra-
ciation

Taxes
(exeluding
Ferderat
incetne}

Miseel-
lancoys
operating
exprnses

Totat

Fercent

Fercent

Peyee i

Percen

Percant

Number  Pereeni
69 323

[ ]
v

100.0
100.0
100.0
100.0
109.4
100.0
100.0
104.0
105.0
100.9
10410

B3 LS R B 1S B

£ Ut Gy e L
RN L N LTSN

CIEI B 00 =TI o R B3

LN O L A e

e B e L R D R OO

Erd B4 B bt b

6 00 Fa ye 50 =t 2 T L

NS e ™

[

f Comparable datn not avaitalle after 1937,
Uased _on data published in anmual reports of the Chiefs of the Hurenu of Anfmal Industry,
Tuited Stares Depariment of Agrieolture.

Cost orF Transpouring LivesTock To MARKET

In 1939, the average transportation expense For all livestoek marketed
was estimated at 35 cents per 100 pounds live weight, which would equal
61 cents per 100 pounds of meat sold at retail. Transportation, therefore,
comprised about 60 percent of the estimated cost of marketing livestock,

Practically ail livestock is transpoited frowa the farm by motortruck,
only a small proportion being moved by wagon or on foot. Most of the
livestock shipped fto market by rail is delivered to the local shipping
point by motortrucl.

Transportation from the farm to the slaughtering plant or other final
destination may be in a single stage, ov in two or more stages. The
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number of stages involved js mainly” dependent upon the number of
markets through which the livestock passes, and on where the livestock
is moved afler it is sold at the market. When slaughter livestock is
bought at a market by a packer who is 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 pasturc 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.

NATURE OF TRANSPORLATION SERVICES

Livesinek is moved from farm to market Ly several means, OFf all
livestock sold. by Tarmers in the Corn Belt in 1940, 20 percent (in carlot
equivalents) was transported in the farmers’ own motortrucks, 63 per-
cent was hauled by hired truckers, 15 percent Ly buyers who took
possession at the farm, and 2 percent by other means (mostly on foot) (7).
The tansportation furnished by hired truckers is gencrally paid for
dircctly by farmers, When the farmer delivers his livestock, either in
his own molortruck or by other means, the cost of transportation is more
difficult 1o determine. To cstimate the cost to the farmer of livestock
transported by the buyer who takes possession at the farm is likewise
difficult. Those who Dbuy livestock at the farm presumably take into
account the cost of transportation in arriving at the price they offer.

The extent to which metortruck 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 meaus ave used for transporting
livestock from the markets. In the Corn Belt in 1940, all of the livestock
received at yards of local caoperative associations were delivered by
motortruck (lable 13) (6). Motortrucks were used also for delivering
Taver 13—sl pprovimate pereentuge of all lovestoch combined, on basis of carlo!

equtivalents, transporied to and from markeis of vorious types in the Corn Bell
region, 1940t

Transparied to Transparted from
. assembly points ar assembly points or
Types of markets markely markets
Truck ~ Rail Truck Rail
Pearcent Perecnt Pereent Prrecut
Local cooperative assoeiations. ... ...oovveiivus, 100 0 43 52
Dealers ovnvvinnsn e anas PR 03 5 75 25
Cencentration yards or loeal markets. ..., ... ... 92 8 26 74
Auctions ......., T 92 8 &7 13
Packing plants, direct, .. vt iirisnanen e, 87 13 =) (D]
Terminal public markets..... P ] 28 it 1)

! Datw for local cooperative assneintions, dealers, toncentration yards ar loeat markets, auctions,
antd packing plants where purchases are made direst are from Murketing Livestock in the Corn
Telt Region by Corn Dlelt Livestock Marketing Research Commillee, 5. Dak. Ayxr. Expt, Sta.
ul. 365, tables 33, 54, 57, and 39-62 Dara on receipls at tecminal public markets are from
Driven-In Receipts of Livestock, 1942, U, 5, Food Distribution Administration, Fuebrigary 1943
and en shipments from these markels from Marketing and Transportation Situation, Bureau of
Agricuttaral Economics, May 1044,

In converting number of bead (0 carlat equivnlents the following factors were vsed: Cattle,
A2; ealvws, 515 hings, 901 anut sheep mal dambs, 220, These factors represent for each species the
estimated average oumber of head shipped per rail stozk car (combined single-decks and double
ilecks) in the United States in 1940,

7 Not transported from packing plants.

From Corn Ilelt Livestock Marketing Research Committee (8, pp 8-9),
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more than 90 percent af the livestock reccived at yards of dealers, at
concentration yards or local markets, and at auctions. Slightly smatler
proportions of the livestock bought direct at packing plants were delivered
by motortruck. At the terminal public markets motortruck receipts com-
prised 72 percent of the tot’. Smaller proportions of the sheep and lambs
than of other species of livestock were delivered by motoriruck. The
extent {0 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 metortruck tended
io decrease as the dislance involved increased.

Motortrucks were used for transporting 48 percent of the livestock
from assembly poinis of local cooperative associations, 75 percent from
yards of dealers, and 87 percent from auctions to 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
beiag transported by rail.3

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 © miles,
dealers 31 miles, concentration yards or local markets 49 miles, and
auctions 40 miles, (table 14} (7). Packers who bought direct received
livestock from an average distance of 79 miles. Part of the livestock
received at these markets caine from farms and part from other markets
or marketing agencies. Apparently, considerable numbers of cattle and
sheep received from distances greater than 109 miles by dealers, at
auctions, and at packing plants, came from western ranges, and from
terminal public markets,

Tapte ld—dpprovimaie wvverage distances from which lvestock was reccived at
vurions iypes of markels and agencics in the region, by species and combined,
19401

B Eheep Al
Markets sl agengies Cattle Hogs and livestack

Iamls | combined

Miler i Miles Miles

{real coonerativi wssocintiony

Blealers  vveveivivarcineraraaeniinny
Coptentration yurds or local markets, .
Auctions

To packers direct

: Based on Corn Belt Livestack Masketing Research Committec (6, tobles 83-67, pp. I75-178).
Froon Corn Belt Livestock Muorketing Resepech Committee {7, pp. 9=11).

THANSPORTATION CHARGCES AS SHOWN BY RECOHDS AT PUBLIC MARKETS

Railroad rates are based oy published tariffs approved by the Interstate
Commerce Commission, and are fixed between given points. Motortruck
rates vary considerably but the trend during recent years has been
towards greater standardization. As lvestock trucks ordlinarily do not
operate over definite routes or according to fixed schedules, it is difficuit
to establish rates that can be applicd unitormly. '

"The Marketing wmad Transporiation Siruation, Gse of Mesortrucks ond Roil for Shipei
."_mu:ork From Publi- Markets, U, 8 Uurean of Ageiegtors] Reonnmics, jp, 2 4{ t\i:l}' d;{;t;?,
illus :
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Services other than carrying commodities are generally performed by
transportation agencies, and they may be included in the transportation
charges. As these services are not altegether comparable for rail and
motortruck movements, rate comparisons are difficait. 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 {ransit. Scales for weighing the livéstock are
also maintained at many of the yards. Charges for transportation cover
these services, but feed and bedding are paid for separately. Truckers,
of the other hand, do not maintain such facilities, but they pick up the
livesiock at the farm, usually provide loading chutes, and help load the
animals into 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 rait (£3). Tronsportation of hegs from counties located
about 50 miles from the market cest 16 cents per hundredweight by rail
and 20 cents per hundredweight by motortruck (lable 13). For distances
about 400 miles, rail rates were 37 cents per hundredweight and motor-
truck rates 43 cents. But as the services furnished by the two transporta-
tion means were not similar, the charges for transporting hogs by rail
and motorlruck 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' motartrucks, or the trucking service
fnay have heen 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 cither the rail or the motortruck expenses so
as fo make the twe coniparable,

Tasne 15.~Cost of trunsporting hogs wariows distances by truck and reil from
points in Nebraska to the Owmaha public market, 1930-35

; Cost per Cost per mile
Approximate londred ponnds per hunedred pounds
disttice T |
Raif Truck i Rail i Truck
afiter Lener : Cents Cranis Centy
L] 16 26 8,32 0.40
73 9 22 25 29
100 21 26 21 26
200 27 34 14 17
300 i 4z 10 14
100 kH 43 09 16
i

Lambrecht and Garey (15, p. 6],

The cost of transporting hogs per hundredweight, as shown by the
Nebraska stily, increased with distance, but the increase was not directly
proportional to it. Cost of transportation per mile, on the other hand,
deereased with distance. For counfies approximately 50 miles from
Oniaha, the cost per mile per hundredweight by rail was 0.32 cents and
by motartruck 040 cents. For distances about 400 miles the cost per
hundredweight by rail was 009 cents per mile and by motortruck 0.10
centy 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 193740 are shown in table 16 (13). Although the rates tended to
increase 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-
tance 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 livestock delivered to the Columbus and Cleveland markets
saried substantially as they varied for deliveries to Cincinnati,

The rates [or hauling livestock, as shown in these studies, were such
as to make the per mile rale 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 OF TISSUE IN TRANSIT

Livestock gencrally loses weight while in transit from the farm to
market. This loss, or shrinkage, is of two kinds: Tissue shrinkage ; and
excrelory shrinkage. Tissue shrinkage results from a decrease in the
carcass weight of the animal whereas the loss in weight due 10 elimina-
tion of excreta does not change the weight of the carcass. The degree of
tissue shrinkage tends 10 increase with the time in transit. Tissue shrink-
age apparently results from the disturbed-condition of the animal breught
about by driving, loading, jostling in motortrucks or in railrcad cars,
being quartered in strange environment, and being mingled with animals
to whiclh jt is not accustomed.

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 (17)®. The nct shrinkage
of animals in individual shipments ranged from about 2 percent to 744
pereent. 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
resiing. ’

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 lo 6.6 percent (4). The time in transit to
Jersey City was 6+ hours, including a stop-over for feed, water, and
magc wis pgsumed 1o be she difference between the lgading welgit at the shipping

L-nim And the weight of the amumal when untoaded and after being fed au destination. It may nog
e equal therelore 12 the percentage of Gssuc shrinknge,
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TABLE 16.—The average rate (cents per hundred) charged, by mile sones, for trucking Iivestock from: Qhio farms
o the Cincinnali markel, by species, 193740

Distance Cattle ! Calves l Hogs
*10-mile X " ¥ : T
zones 1937 1938 | 1939 '} 1940 | 1937 | 1935 | 1939 ; 1940 | 1937 1938 1939 1939 | 1940
: ¥
- Miles
O Oiiocnans 20.0 18.4] 2241 2.7 54.3 1.6 | 14,6 25.5 23,5 19.1
10~ 19227 21:8 200 | 21.5{ 5911 58.9 20,9 3261 16.6 29.6 27.4
20~ 29__C 19.8 18,4 185} S4.1] 479 204 | 199y 22.2 35.3 30.3
30~ 39_°_ 20,8 20.7°|  23.0] 501  53.1 21.4] 202} 19.0 34.1 29.7
40~ 492" 20.9 19.9| 198 23| 49.0 20.7 | 19.0 | 18.0 29.8 29.6
50— 59___ 21.3 18,01 1841 50.4 | 44.4 21.3 1 19.4 | 18,0 26.6 25,0
60~ 69._ 21.9 22,5 | 181  44.8-1 52.0 19.81 201 | 205 32,1 27.5
70~ 79 23.6 239 | 35.27 65.1) '56.2 22,7 24.2{ -21.9 25.3 24.1
80~ 89__ 26.4 24,5 22:6 | 47.8] 42.5 2154 22.7{ 228 21.2 37.6
90~ 99._ 24,9 2274 | 2497 48.4 | 38,8 280 bveimene] 2830 28 8 Joooiol e feenea ——
100-100__. 24.0
10119 1 Tl oaae SET—
120-129. . 28.4 DRV NS
140-145 022 i lemmenne PRGN S
180-18 ———- DGR H
190-199. 2. . DUIPEN M

Henning and Poling (13, table 23, p. 25).
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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 fafl 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
different parts of the West, Texas, and Montana to Chicago, SL. Juseph,
Kansas City and St. Louis 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 condition of the animals at the lime of shipment, was on an average
3.5 percent for cows, and 3.7 percent for mixed cattle for the first 30
hours in transit. In the Northwest, (e net shrinkage averaged about
3.3 percent for all cattle for the same period in transit. Cattle in transit
over 70 hours had average shrinkage of about 5.5 percent of the live
weight, the rale ranging from - to 7 percent

In a study of shrinkage of hogs made by (he Bureau of Agricultural
IEconomics, involving more than 6,300,000 head, tissue and excrelory
shrinkage were segregated (3), The siudy showed that tissue shrinkage
Legan early in the period of transit and conlinued until hogs reached
the plant to which they were shipped for slaughter. Shrinkage of tissue
ook place when the animals were fed and watered in transit. Tissue
shrinkage was found to increase as lime in transit increased, the rate of
increase tending to be greater during the earlier period than afler hogs
had been on the way a longer time. Tissue shrinkage in lightweight
hogs look place at a higher rale than in hogs of heavier weight. The
average tissue shrinkage of hogs weighing 180 to 199 pounds was 2.4
pereent of the live weight when in transit 36 hours, and 3+ percent
when in transit 60 hours, Tissue shrinkage of hogs weighing 2060 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 Lhe shrinkage of sheep in transit are meager, but studies
of ruil shipmenls by cooperative associations in 1921 show that their
total shrinkage was at higher rates than that for eilther cattle or hogs
ransported the same distance.'® Shrinkage during the spring and sum-
mer was greater than during the fall and winter.

BRULSING, DEATH, AND CRIPPLING

Laosses from bruising, death, and crippling may occur while animals
are being loaded af the farm, on the way to market, at the market, or
after they are bought by the packer (9). Most of the loss from bruising
cannot be detecied until afler the animal is slaughtered. Slaugfterers,
thercfore, take average losses from bruising inlo. account at the time
of purchase. Consequently, under present conditions, losses from bruising
tend to be shared by all sellers regardless of whether the particular
animal sold is bruised or not.

Bruising, death, and crippling may result from accidents or from
improper handling, Most bruiscs are caused by horned caftie; by pro-

W Unites States Bureau of AckICELTURAL EuoNOMICS.  COST OF MARKETING SIEEP IN THE
couy oeLT, 1921, U, 5, Hur, Agr, Econ, Preime Rp, 16 pp. 1922, [Proceased.]
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jections in feed lots, motortrucks, cars, and stockyards; by faiiure
properly to partition different kinds and classes of livestock in the
cars or in motortrucks, by overloading or underloading and by reugh
handling, The factors responsible for bruising may also be responsible
{vr much of the loss from death and crippling. Although some of these
fuclors are beyond the controt of producers, dealers, and transportation
agrencies, it is apparent Lthat by proper care and handling such iajury or
loss of livestock can be materially reduced,
MARGIN AND COSTS FOR MEAT PACKING

Meat packing 15 a term applied to the industry whose principal func-
lions are slaughiering livestock and processing meat, although it may
handle other preducts or perform other functions. The teroy was descrip-
tive of the ndustry during s carly peried when the packing of pork
was Hy 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 and costs of meat packing,” as used in this study,
applies {o the meat-packing industry and comprises all of its functions,
is it iy not possible from available daia to confine these functions to
slaughtering and meat processing.

The meat-packing function dees not include the wholesale distribution
of meat wnd meat products by packing coneerns, This operation has
been segregated, and is discussed in a separate section of this publication.

Mear-Packing OPERATIONS AND SgrvVICES PERFORMED

In addition to sloughtering and meat processing, a large number of
meat-packing concerns, especialty the larger ones, handic many other
products amd perform other operations. They may handle dairy praducts,
poultry  products, fish and other seafood, and may use vegetable oils
wnd olber ingredients in their manuiacture, They may operate poultry-
dressing planits, they may candle and grade eggs, can perishable products
other than meat, manufactare butler, cheese, margarine, and other short-
ening, amd operate tanneries and {ectilizer plants, Swmaller concerns may
not wse in their plants atl of the byproducts oblained from shwughtering
opcratiuns, but may sell both edibie and inedible byproducts o other
voncerns that vse lhem in manufacluring aned processmg, Meat packers
may sell ment o other packers, or to concerns thab process hut de no
slaughtering, Before margin and costs of meat packing concerns are
disenssed 2 brief review will be given of the scope of the industry and
s operalions.

NUMBER OF PACKING PLANTS AND THEIR OFERATIONS

Meat-packing plants are distributed throughout the United States,
but the volume of slaughter s largest in the North Central States.
Stanghtering planis are most numerous in Pesnsylvania, New York,
Ohio, Michigan, and Texas, but many are relatively smali. Packing
planls range in size from small establishments in which livestock is
slaughtered only for focal distribulion wo large establishments in which
more than a million hogs in addition to considerable other livestock are
sieghiered anpually. The four largest meat-packing concerns, some-
times roferred to as nationat packers, each operate from 8 to about 30
plimts, A few other packing companies have two or more plants each.
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The national packers operate many of the larger packing plants, but
some of the ulher packing concerns have individual plants that are among
the largest in the country. In addition to the packing planis where slangh-
tering is done, some plants are engaged principally in the manufacture
of sausage and specialty meats.

Packing plants that distribute products interstate, those furnishing
products for the export trade, for the armed forces, and for Lend-Leasc,
slanghter and prepare their meat and meat products under Federal in-
speetion. Such inspection is not required of plants from which the products
are distriboted within the borders of the State where they are located.
Sonie plants nol under FFederal inspection, however, have meat-inspection
service provided by the State or municipality. The inspection of meat
and he supervision of slaughtering are carried on o guard against the
sule of products that are discased or otherwise unit for human
conswmption. _

The Uuited States Census of Manuiactures reported 1,478 wholesale
slaughtering ad meat-packing establishments in 1939 (22). Records
of the War Food Administration show that I 1944 there were 363
wholesale slaughtering plants in cach of which wore than 2,000,000
pounds of meat were produced in 1941, and about 3,000 lvcal plants
it cach of which Trom 300,000 pounds (o 2,000,000 pounds of meat were
profduced from staughter. Some of the plants In the smailer group were
operated under Federal inspection and others were not Tederally in-
spected. A few of the smaller plants were probably operated by retailers
but apparenty most of than were wholesale slaughlering establishments.
In addition, there were about 23,000 buichers who produced less than
306,000 pounds of meat from slaughter in 1941, In 1939, some buichering
was reported on more than 4 mitlion farms, the animals butchered having
a reported value of $198,000,000 731).

The number of packing plants operaling under Federal inspection
in the United States varies [rom fime 1o time. In June 1939, the totai
was 28+h OF this number, eattle were slaughtered in 246 plants, calves
239 plants, hogs in 211 plants, and shecp and lambs in 187 plants,
During the war, the number of plants under Federal inspection were
increased greatly, so that they would be eligible to furnish meat and
meat products to the avmed forees and fov Lend-Lease. As of June 30,
EM4, a total of 481 packing plants operated under Federal inspection.
Of these, catlle were slaughtered in 428 plants, calves in 365 plants, hogs
in 322 planms, and sheep and lambs in 298 plants, The increase in the
nunmber of federally inspected plants apparently resulled in a reduction
of about (he same nwmber of plants operating without Federal inspection
as few new plants have been established since 1939,

As several of the larger packing companics operale more than onc
plant, the total number ol conecerns operating under Federal inspection
15 naturally smaller than the number of plants under inspection, In
1434, 190 packing concerns slanghtered under Federal inspection accord-
ing to the Packers and Stockyards Division {table 17).'% There were

' Frem aanust reports filed by meat-packing cencerns with tie United Siates Deparinient of
Agricnitare atoconuection. wal the adsumiseaton of the Packers and Steckyards Act. Each
vaneeesy anciuded all of the plants 1t operited 1 the consohdited. statesment, In cuses where

slaughtering concerns alse operated] ponslaughsersng planis, these plants were incladed o the
wonselidated starement of the Loncern,




JABLI 17~ Number «f meat-packing conerns and their total sales, dassisied Iy s:z¢ and by kind of vperation, 1930 -10

. Concerns Tatal xales
Net worth: and kind of operation - - — R— . s S
1036 1937 1938+ 1039 1 1940 1936 19317 1938 1439 M
XNumver - Number i Number 1 Number ¥ Number * 10O LanHr 1.0} K ARE 70000
e | et : H : duc'mr.‘ dollars doliurs duliars dolfars
Feduraity nspeeted slaugideters : Y : ’
Gurrral pashers, ; { i "
Quer SSOU00,000. AU S : 4 L 4 4 - 5 02,003,607 - 214 R 1,043,902 © 1.020,200 2,008,012
$4,000.000 - $39), 00, 600 Ll Pt 6 6 O 6! % 285,509 35 13‘) 302,589 310,748 204,148
$1 000,000 t § 4,000,000 e PR . 1 21 g i 19 165,502 21,230 181,389 1..,.1 30 155,017
Unrler SEGRL00 e . . PR 82 51 78 50 0 110409 11,203 134412 112,433 . 120,465
Prark prackhery . 2 4 f : ¥ :
()u';‘ SLOMOO00 R, . . pL 81 Tt I & 68,522 6871 - 50,439 . - 5E816 55,318
i { lxul rISI AMN, llmel T . 1{2 1;3, § ;{4‘ . 17 {.; ::‘;jfz f;giﬁg i;ggtzr g?ig ; g;{ézj
sod fang s tvder $1,000,00 R : 32 &3 37 33 394/ D1ASE 39, i .
Bieed fm} muu:s;l p.ukyrs under $1,000.000 . . 25 29 28 26 31 EIREN 43 68’ * 3? 85- : 52‘807 H 42 Ol’
Tl Com e e s T s 18§ | 196 - 189 2581500 mmsox L2 3;(, ‘,ns_ ™ zgm s [
Nonfederally inspected slaghterers. ‘ » ; ) ) i
Generul pachers: . H e
Over STOOU000. ... 0 L . 3 2 3 4.1 17,110 14,551 11,598 | 19,289 22,620
Ulinder S0 D00 RS . - 224 255 ¢ 78, 250 178,528 217464 210423 1 MBS0 5 252,583
Pork g kers . ; § o ;
Guer 1000000 L 2 2 L 5§3? 25 17,\)':1 : ;“.9:5 : E;gl
Tigdor SOOI, - - 84 22! 22 2 14, 12,389 1,337 < 11,816, 10,587
Beof puckers: Umur ST0000 44 3ol 35 12 15,072 14,609 22008
Mutton packers: Under $1,000,000 . . 6 ¢ 4 5 350 367 316
Beef and muttvn packers ender $1,000,000 0 23 40 51 % 38 094

Tl kv mnr i a e  mw amm en e

Nonslanghterers:
Federally nspvcted.
Over S20,000,000 v ool smammiionm. s
$1,000,000 ter S20,000,000 7. L laccaen N
S1,000,000t S 4,000,000 . cuicivmnnnnuna
Utjider $1,000.000.

»_ ; ;
154,975 . 89,640 | 103,719 § 113,328 . 15,108
SLSIS . 36717 | SBET0 | 63.261 {
Sa43 | SSms | Joe3:z | 2708
117,306 | 135180 { 13191s | 132,391 g 150,310
{

Noufudor\ﬂy mspt.cu.d' Tnder 51 000‘000 T et ! b f 4!0.‘).’} . 25, -HC- + 20397 1 15,165 20,148
O R U 226 223t 220]  209% 217 1 3962551 362,768 354,333 | 3s1850 1 406,272
Totat] 611 POCKETS nan o mmm e enn = . 515 | 08 ; w15t 80| 821y 3317518 ; 3,660,272 {3 398981 | 3427312 i 3.564,617

Suminary of consolidated annytal reports filed by meat pucking concerns with the United States Dopartmient of Agricultire in conncctiun with the administration of the Packers
and Stockyards Act.
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also 425 nonfederally inspected slaughterers, and 209 concerns which
processed meat but did no slaughtering. Of the nonslaughtering concerns,
177 operated under Federal inspection, and 32 coucerns did not have
thetr products Tederally inspected.

Of the 621 slaughtering concerns reporting in 1939, 387 were general
staughievers, 48 concerns slaughtered pork only, 73 slaughtered Dbeef
only, 4 slaughtered lamb and mutton only, and 107 combined the slanghter
of beef, and Jamb and muwon. Of the fotal sales, 91 percent represenied
products of general slhughlerers, 4 percent of pork slaughterers, aml
5 pereent of staughterers of Leef, lamb and mullon, or their combination.

Forty-one eoncerns reported net worth of $1,000,000 or more cach
in 1939, hut their sales amounted (0 8 percent of the sales Ly all coneerns,
Sales by the other 5380 voncerns, with net worth under $1,000,000 each,
comprisett 19 percent of Lotal sales,

The nonslaughtering concerns are smaller, on an average, than those
that slaughter. (30 (he 209 nonslaughtering concerns reporling in 1939,
I had net worth of $1,000,000 and over, Lot their sales comprised 38
percent of the Lotal sales by all nonslaughterers. The other 198 non-
staughtering coneerns had net worth under $1,000,000. Their aggregale
sales made up 42 percent of the sales by all concerns.

OUTIUT BY KINDS OF SLAUGHTERERS

About 66 percent of the total estimated output of meat in the United
States was produced jn whaolesale slaughtering plants under Federal
inspection in 1939 tlable 18). An additional 14 pereent was produced
in nonflederally inspected wholesale slaughtering plants. Slaughter by
relafl dealers amounted 10 8 percent of the Lotal, and slaughter on farms
12 percent. The increase in the number of plants (hat slaughtered under
Federal inspection during the war, brought the cutput of meat from
federally inspeciad plants 1o 73 percent of the total in 1944,

The slaughier in both retail establishments and on farms has become
relatively less important sinee the varly part of this century, [Parm slaugh-
ler has continued W be fmportant for hegs, but is less important for
altle, ealves, and sheep and lambs. OF the livestock slaughtered on
faris, part is sold as meat but most of the meat is consumed by the
farm family, For 1939, it was eslimated that 7 pereent of the [aem-
stinghtered meat from cattle and calves, 16 percent from kogs, and
23 pereent from sheep and fambs was sold by the farmers. The sale of
both farm-slaughtered and retail-slaughtered meat inereased during the
war, This conprisetdl some Farm-slanghlered meat sold (o nonfarmers,
slagghter by nonfarmers for their own consumplion or for sale, and
stanghter by retail meat dealers for disposal through their markets.

The various species of livestock are not slanghtered in the diferent
types of establishments, snd on farms, in the same proportion. Sheep
and lambs are shnghtered in federally inspected plants to a relatively
greater extent than other Jivestock, amounting to about 8¢ percent of the
(wtal in 1939, Retail and fare stanghter of sheep and fambs is especially
seall. Veal is slwughtered in noninspectedd wholesale slaughtering plants
and i retail establishments in larger posrportion than other livestock.
Farm slaughler of hogs amounted to about 20 pereent of the total hog
slhughter for the country in 1939,
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TABLE 18.—Esti maled production of meat produced in the Uniled States, by types of slaughter, and by species, 1939

Type of slaughter

Veal

5
H

i

Pork -
(Excluding lard})

Lamb and mutton

All meats

Federal inspected, wholesale
Noninspected, wholesale_
Retail

Farm. l. o iiweomennn

Million
pounds

559
192
156

84

Aiilion
pounds

5,552
848
489

1,771

Million
pounds

11,608
2,370
1,449
2,107

991

8,660

17,534

Unpublished data from Bureau of Agricultural Economics.
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Considerable meat is sold by some packers to other packers, or is
transferred frem one plant to another plant of the same concern. In 1939,
the wholesale meat packers reported a total of 1,650 miillion pounds of
meat involved in such transfer, This represented 10.8 percent of the
15,255 million pounds of fresh and processed meats produced in the
wholcsale meat-packing establishments that year.

In addition to slaughtering livestock, wholesale meai-packing establish-
ments process considerable 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-
sule meat-packing establishments reported that of the fotat output of meat
(exeluding lard, rendered fats, easings, and tankage), 28 pereent was
converted at their plnis to cured and canned reats, to different kinds
ol sinsages, and olher 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
others who operated 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 value 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,
ar J0.0 percent of the total value of all products. According to this,
the products other than meat and byproducts of livestock slaughter
amounted to 94 pereent of the value of all products handled by the
packers in the United States that year. The most important of the non-
meat products handled by packers were shortening, margarine, butter,
cheese, eggs, poultry, and sea foods.

Of the total output of livestock procucts in wholesale meat-packing
and custom-slaughtering establishiments, based on value, 61 percent was
fresh meat and 29 percent processed meat, ar a combination output of
meat of 90 percent in 1939 (table 19) (32). Lard, oils, and oil stocks
hacl & vatue of about 5 percent of the total. Hides, skins, pelts, wool, hair,
andl miscellancous items comprised the other 5 percent. Fresh meat
included beef, veal, pork, mution and lamb, and edible organs from the

Tame 19.—Fualie of lvesiock producty of 1,285 wholesale wieal packing indusiries
mid of seeondary products in the wholosals custom-slauglitcring industry for the
United Stales, 10351

Troducts Value TPeccentage

' 1,860 doliars Porcend
Fresli meab vevovrvoiiarennn.. e araearas P 1,437,350 60,7
Processed mueats 497,897 281
Lard, oils, and oil 114,127 4.8
Doz an] cat foorl . 8,87 4
Livestoek byprasluct feed and Fertilizer 5,731 .2
Hides, skins, pelts, woel, and hair,.... e P 115,970 4.B
LT T 2,400,148 100.0

' Reporls represent 98 percent of the total value of the pruduets for the industries. Data_ for
sausiges, prevarsd mens, amt) other meat preducts made i other than megt-packing estabiish.
ments ot ineluded,

United States Rurean 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 canned 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 PROCESSING

Of the combined value of all meats marketed from the wholesale
meat-packing establislunents and from the nonslaunghtering processing
establishmenls combined in 1939, about 60 percent was fresh mcat and
40 percent was processed meat and products (sausage, and cured, canned,
and other processed meais), In estimaling the value of preducts sold for
consumplion as fresh meat il is necessary to reduce the value of the
fresh meat produced in wholesale meat-packing establishinents by the
quantity purchased for the plants doing only processing. The value of
the fresh meat purchased for processing at the nonslaughtering processing -
plants is not reporled separately in the Census of Manufactures, but is
icluded with the cost and contniners, Of this combined total, the cost
of meat (materials) was about 81 percent, and the cost of supplies and
containers about 19 pereent, according to reports from representative
concerns 1t the industry'®, According to this, the fresh neat purchased
for the nonslanghiering processing plants had a value of $131,820,000.
Deducting this from the value of the totzl output of fresh meat by whole-
sale meat-packing establishmenis of $1,457,550,000 left $1,325,730,000
of meat that was distributed for consumpiion in fresh [orm. The value
of the combined processed products of both wholesale meat-packing
plants and the nonslavghtering processing plants was equal to
S880,6+5,000.

Of the combined oulput of meat by wholesale meat-packing concerns
and by the nonslaughtering processing conecerns in 1939, expressed in
terms of welight, approximately 65 percent was sold fresh and 35 pereent
was sold in processed form, The reason the proportion of the total meat
processed was smaller when measured in terms of weight than in terms
of value was that processing had added to the value of the product. The
average wholesale value of fresh meat produced in wholesale meat-pack-
ing eslablishments in 1939 was 13.3 cents per 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 reduction 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 are of
relatively high value, because some sausage and some other processed
products are made [rom meat of low quality, On the other hand, raw
malerials of refatively high value are used for the production of con-
siderable volume of these products.

Meat obtained from the various species of animals is sold Iresh, and
in processed Torm in different proportions. Normally, 90 pereent of the
Deef is sold fresh and 10 percent as sausage and hs cured or otherwise

17 Mased on data ebtained from thiree jmportant uohsiaughteritig pracessors through covrtesy
of National Associnnion of Newslwglhienng Meat Urocessers annd Whelesalers, Ing,
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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.

Seusage.—The consumption of sausage has increased considerably
over a period of years. In 1929, the combined output in the wholesale
meat-packing establishments and in the nonslaughtering processing estah-
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 arc not available.

TanLe 20—Sousage produced in wholesale meat packing and special sansage planis
in relation lo lotel production of wmeat oblained from slanghter in wholesule
meat-packing estublishunents for refuled years 1929 1o 19301

Dressed weight Baunsage as
Year Sausage of meat percentage
produced? produced of total
meat?

Million pounds Millian potinds ’ Porcent
15,153
14,493
11,860
13,204
13,163

! Comparable figures not available for 1933 and for years before 1929, .

¥ The weight of some sausage is less than the weight of the meat from which it is produced,
but the weight of viher sausage {s greater. For all sausage produced, the weight prohalfly is not
greatly different From the meat that goes inta ity mannfacture,

United States DBureaw 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 outdeor gatherings.
Roadside stands and lunchrooms along the more important highways
virtually =2ll serve frankfurts. The consumption of different kinds of
sausages, as well as some other prepared meats, has also increased in
households. Some of these meats are ready to use when purchased, and
others can be prepared quickly and conveniently,

Cured Meat—The output of cured meat in whaolesale 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 mieat 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 use in hamburger, sausage, and can-
ning. As a considerable volume of meat used for these purposes is from
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Tanig 2tL.—Percentage of total dressed weight of meast produced by sloughler,
converted to cured and canned meals in wholesale meat-packing establishments,
by census years, 1921-391 )

Percentage of dressed
Dressed weight
Year Cured Canned weight
meats? meats? of meat Cured Canned
produced meats? meatat
Mitiion Miltion Mitlion
Fpounds pounds bounds Peycent Percent
3,064 75 12,237 25.0 0.6
3,973 . 95 15,641 254 6
3,380 118 14,455 23.4 .B
3,370 144 14,607 23.1 1.0
3,752 150 15,155 24.8 1.0
3,235 91 14,495 22.3 &
2,139 183 11,860 18.0 1.5
2,389 24t 13,204 18.1 1.9
2,919 331 15,163 19.3 1.5

' Conearatle dala not available for 1931, Data for estublishments that make sausage and other
prepared Toods omitted, as they are avaijable for only part of the period.

* Data on canned suusage included with other chnned meats for period 1321 to 1937 as they
are not available separately. Canned sausage was relatively unimportant, N i

Frush meats decrease in weight when cured or canped, the percentage decrease varying with
e process. The weight of cored meals apparently will average between 75 and 80 percent of
the i‘rcah meat from which they are produced, ani canned meats about 70 perceat.
United States Bureau of the Census (32, pb. 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 frec.ing will be performed at
the packing plant. .

The proportion of a carcass made up of bone varies with its grade or
quality. Tt also varies with the species of livestock from which it is
derived. Studies in the United States Department of Agriculture show
that for heef steer carcasses grading Choice, the bone, ligament, and
tendon comprised 16 percent of the weight, and the edible portion 84
percent (lable 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.!* The hog carcass contains a
smaller proportion of bone than do beef and famb carcasses, but the
skin from the'hog carcass also is usually removed when preparing retail
cuts, In general the bone and skin combined were fornd 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

13 Hangins, 0. C., and Foster, M, T, APFROXIMATE PHYSICAL COMPOSITION OF THE PRIMARY
CUTS FROM STEER CARCASSES OFf DIFFERENT MARKET GuaDES. U. 5. Bur, Anim. Indus. and Agr.
Market Serv. 3 pp, 1940, [DProcessed,

" fankiys, O. G, and Foster, M. APPROXIAATE PHYSICAL COMPOSITION OF THE PRIMARY
CUTS FHOM LAMD CAMCASSES OF DLVFERENT MARRET GRapss, U, 5. Burcau Anim, Indus. and Agr.
Market, Serv, 3 pp. 1940, [Proceased. ]
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than the bone and ligament from the lamb carcass. In the test of hog
carcasses, animals of different weights were included.?® 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—-Approximale average physical composition of carcasses of cottle, hogs,
ond lambs of the different grades

CATTLE!

Coniponents of carcass

Cartle used in oSt couiei ovn

Average Aol feedlor weighe. ...

Average chilled eurenss weight.

Dreasing yieki

Careass (right side) as analysed:
Separable fat .
Sr’]mrnblc jean

Edible partion .
Bone, ligament, and tepden, f...d

}

Unit | -
:  Choice

Uttlity?

Number |
panmds

.. de
Feroent

. ....do..‘j

o,
o,

6
793
436

Compottenis of carcass

Unit

: anc; Choice

Commet

Lambs used in test

.
Average chilled ecareass weightt,

Carcoss as analyzed:
Seprruble fat
Separable fean
L':d‘i’b!c portion
Hapne and lgoment. .. ,o.on .

Musmber
Tgun is

1

Pereent
PPN | L] PR

o
do,

g

Iy O i I3

et
=¥

'
Good i e

fat!

'IUlililyl

Components of carcass

lloga used in teste,veueriarrues
Average live weight. . .o ooas.
Average dreased weight
Dressing  yield
Careass as analyred:

Sepnrable far

Scparable lean

Unit
pounds

2p-214
poumnls

1B0-209
pounds

167-179

pounds

Number
Panmds

cars it
QT Oy
WD

PR ; (-
Percent
Y [ TR

lde .

e,

Y

19
225
178
79.1
422

384
13.3

31
240
158
79.0
9.5

303
14.6

. T
My

FrLaghn
| CTENT.
b e D
Gnon W
DODGECHED e NR LD

R PY 6.5 5.6

1 Abatracted from Iiankins and Foster. See footnote 13, p. 43.

*The yrades Conunereia! and Undply were desgunated Medivm and Comnun, reapectively
btefore Cetoher 5, 1940, but the standards for the grades were not changed,

* Abstracted frem llankin: and Foster. See footngts 14, p. 43,

* Live weight of lambs were not reported.

* Abstracted from Hankins and Hiner. Sec fooinote 35, p. 44

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

A study to determine the yield of wsable meat, and the proportion of
lean, fat, and bone from 13 beefl sides in each of the grades "AA—"

13 [{ankins, O, G, amd lHisgr, R L. TIHE PUYVSICAL COMVOSITION OF THE UREBSED CAHCASS

AKD CUTS [ RELATION 10 LIVE WULGHT GF THE Mog OF INTEXMSBATE Tvre, UL 5 Bur. Aoun,
Jodus, und Agr, Murket, Serv, 3 pp. 1943, [Trocessed.]
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“A4-" 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), The bone and sinew were equal to 17 percent
for the AA— grade, 18 percent for the A-}- grade and 21 percent for
the B grade, which agree closely with the resuits 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 (rimmings for a slightly larger percent-
age in the carcasses of the higher grades than in those of the lower
grades. Naturally the excess fal was relalively high for carcasses of
high grade and relatively low for carcasses of low grade.

Tanr 23e--dverage weight and percentage of usable meat, cxcess fat, ond bone
in {3 sides of sicer carcusses tn euch of three grades

Total Weight | Parcentage
Ttem
AA— At B | AA- At B
Pownds Pounds Puunds Pereent Perceut | Percent

Hindquarter ..., . 2,763.0 2.,50t.0 N P I
Usable meat ovvn ..o 10734 1, 8043 1,350 71.4 72z 4.0
[ioncless cuts 1,655.0 1,§13.0 1,108.5 59.0 60.5 62.4
Trinnnings 318.0 201.5 243.5 115 .7 11.46
Excess lar .. 327,0 246.0 t1.0 1.8 0.8 5.3
Haone, sinew . 432.0 445.5 423.0 16.4 i7.8 20,3
Forequarter  ....... 3, 17B.5 20263 A i R e
Usable meat 2,307.5 2,291.0 1,844.0 8.9 78.3 776
Loneless cuts ... 2,190.,5 2,015.0 L6140 8.9 68.9 &7.9
Trimmings ..... 3170 276.0 230.0 10.0 0.4 9.7
Excess fat vovvriarnn 110.0 85.0 22.0 3.5 2.9 g
Bone, sinew ........ 5408 544.5 503.0 17.2 18.6 212

Snle {hindquarter and
furequarter) .......... 5,041.5 5.427.5 L ¢ O A I, iy
Usable mieat o..uvea. 4,480.5 4,095.5 J,306.0 75.4 75.8 739
Boncless cuts ... 3.845.5 3,528.0 24623.5 64,7 65.0 65.3
Trimmings 633.0 567.5 473.5 10.7 10.5 0.6
Excess iat .. 437.0 3310 113.0 7.4 6.1 3.0
Baone, stnew 1,005 830 %28.G 6.9 182 20.7

Wilsen & Co. loe,, sl others (3%, p. 18).

The pereentage of bone in the primary culs from the same carcass
was found to vary greatly. In general, the percentage of bone was higher
in carcasses of low quality than in those of high quaiity. For hogs, the
percenlage of bone decreased as the animal increased in weight, This
prebably also applies to olher species of animals. In a steer earcass of
Good grade, the bone in the loin cnd was equal to 14 percent of its
weight, and in the foreshank 43 percent (table 24).1% Loin of a lamb
carcass of the same grade had 16 percent bone, and the neck 35 per-
cent.’™ In a carcass from a hog weighing 223 pounds when alive, the
bam and full-cut shoulder had 10 percent bone, but the bene in the
shoulder ribs was equal to 58 percent.'®

Dehydrated Meat—Some mieat was dehydrated during the war, for
shipment abroad. The main advantages of this process have been to
recluce both the volume and weight of the product and thus to conserve
shipping space andl tonnage, and to aid in their preservation. That
dehydrated meat will make appreciable inroads into the domestic meat

W Hankins and Fester, sec footnote 13, p. 43,

7 I Tankina and Foster, see lootnote 14, p. 43,
W Hanking and Hiner, see fogtnate 15, po 44,
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TaBLe 24—Percentage of bone in fnmary cuts ond carcasses of beef steers, and
lomb and pork, of different grades end weights

BEEF STEERS

Pri Grade of carcass
TiMary cigty
and carcasaca Choice Good Commercial® Utitity!
Percent Percent Percent Percent
Standing rib? ...l . 18.% 22,2 25.4 26.9
hack? L. iiii e 15.8 18.7 19.9 20,6
Brisket ..ouviiviiniiiana, 14.2 18.2 22.3 22,35
Navel ooviiiiiiinnanans 14.2 16.0 209 23.4
Foreshank ........ Veearan 41.8 42.9 6.6 46.5
Short loin . ....0vevnrnars 12.4 15.3 17.2 16.8
Loinend ...vccviviiironas ia.t il6 4.7 15.4
Round with hindshank*, ... 18.7 12,1 20,5 22.4
Rump .iivviioiiiiarirns 20.7 22.8 26.8 2355
¥lan i e aearaaay 1.1 1.1 9 1.2
Cargasa® ........ Fenereasa 160 8.1 20,2 213
LAMB
Leg (trimmed) ........... 16,0 18.5 15.8 21.8
Rib cut {9 riba}* ...,..... 19.8 24.6 253 3.4
Shoulder (3 ribs)? .. ..., 18.7 22.0 20.2 25.9
L 13.5 146.2 16.4 20.5
Meck? .o iiiiiiiiien 1.6 34.9 30,7 40.5
Breast .....ocviiiiiinanns 25.8 3.3 2.9 35.6
Carcazs? _....iiiiisenas 20.0 237 23.2 28.7
PORK
230 lbs. alive, 225 lbe, alive, | 200 lba. alive, 175 lbs. alive,
197 1bs. dressed®| 178 lbs, dressed ] 158 lbs. dressed | 139 Jba, dressed?
Percent Percent Percent Pereent
Ham ......... [ 0.3 0.8 10.3 10,9
Loin i 20,9 21,4 22.0 22,5
BT O T I, Y I
Shoulder, fulleut ........ 9.4 10.0 10.7 1.4
Head, fullcut ........... 0.0 33.0 a5.9 8.8
Spare ribs ...l 36.9 9.4 41.9 44.4
Shouldler riba ............ 553 57.6 60.0 62.3
Carcass ovieoireinaninan 12,1 13.3 14.6 15.8

! The ades Commercial and Utility were designated Mediom and Common, respectively,
prior to October 5, 1940, The standards for the grades were not change

1 Bone and ligament.

1 Bone and tendon,

* Bone, ligament, and tendon,

" The percentage of skin from pork cuts and carcasses of live hogs weighing 175 pounds, and
250 pounds, respectively are as follows: Ham, 4.6 and 4.8 percent; bacon, 8.2 and 6.1 percent;
shoulder, fuileut, 5.2 and 4.9 percent; head, 16.6 and 17.2 percent.

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

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

Abatracted 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,

Frosen Meat—Freezing meat and selling it in frozen form to con-
sumers in the domestic market has been of minor importance. Freezing
has been employed 1o some extent for fresh meat held in storage at the
packing plant. Beef from Argentina and lamb from Australia have been
exported from those countrics 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 frozen before 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 {reezing. 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 transportation of the product.

Marciy For Mest Packixe

The gross margin for meat-packing concerns and the break-down of
this margin inlo its various cost items, may be made on the basis of the
slaughtering aml precessing functions, or on the basis of the combined
functions of mweat packing and wholesale distribution of the products. As
meat-packing concerns also sell most of their products at wholesale, the
separation of the cost of these functions involves some arbitrary alloca-
tions. This alloeation, however, is customarily being made by the concerns
as they are required {o [urnish information on meat packing and whole-
sale distribution separately to the Census of Business, and for other
purposes.

AVERAGE MARGIN For 1930

On the basis of meat-packing operations, the average gross margin in
1939 is estimated to have been 214 percent of the wholesale value of
the product at the plant, according to information developed by the
American Meat Institute (table 25) (7). This includes an operating
margin of 20.2 percent and profit of 1.2 percent, In other words, 78.6
percent of the wholesnle value of the products at the plant was_paid for
the livestock and other farm products purchased. The gross margin that
year was about the same as the average gross margin for the 5-year
Fane 28.—Livision of the wholesule weeat dollor bused on the processing und

wholesaling functions combined, and the processing function only, for the 5-year
perivd 1936-40, und 1930t

Meat packing and whole- Beene packing function
saling functions combined ouly
Tiem : c
-year average yUar average
193640 1939 193640 1939
Percent Percent Percent FPercent
Fivestock €08t vvevuisionvnrncnsnans 73.6 72.3 78.8 786
Grosy. wrgin 264 2777 213 204
Vayrolls 12.6 14.1 10,1 11.0
Supplics, comtinners, o, ..oy e.. 3.7 32 4.0 1.8
Misgellaneous protessing cnsts. ... 15 2.7 37 . 3.0
Transporiatibn and delivery. ..., . a4 3.8 [5] {3}
Taxes o.vivenis . 9 i1 1.0 11
Depreciation 9 1.6 1.9 L0
Interest .. 5 .5 .5 .5
Profits ... K 1.2 9 1.2
Total «..urv... e - 10001 1000 100.6 ! 100.0

!Data on ke division of the wholesale ment dollar for the S.year period 1936-194¢ pub-
Bishedd by Awmercinnn Meat bostitote (7, f 18] was el ts 2 basis for eatmatig e ‘dgvls\un_
of cosis For the processng funcuen only for the same period, for estmating the division of
comts Tur processing amd wholesaling functions combined, z2ud for the processing Function ouly
far 1934, . ) :

¥ The total cost of transportation and delivery i3 charged to the wholesaling funciion,
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pericd, 193640, 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 other points where the products were sold.

Reports of the wholesale meat-packing industry by the Census of
Manufacture may also be used for determining margins, However, some
adjustments need to be made in the reported hgures hefore they are
comparable wilh those reported by the Institute. According to the Census
of Manufacturcs, which gives a composite statement of 1,478 meat-pack-
ing establishments for 1939, (he average combined cost of materials
(hvestock), supplics, 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 (he difference between the total value of the product and the
cost of the livestock and other farm products, it is necessary to deduct
the estimated cost of supplics and containers from the combined cost
of materials (livestock and meat), supplies and containers, and add this
to the cost of processing. By doing so, the value of the purchased live-
stock can be ascertained,

FE it is assumed thal the cost of supplies and containers bought by
packers in 1939 was 3.6 percent of the wholesale value of the producis,
as shown in table 23, the payment for livestock and other farm products

Tasie 26~Fulue of Products: costs und margins by meal-packing cstablishmentst
ot e United Ntates, for yoars 1929, 1935, 1937, and 1939
VALUE OF PRODUCTS (DOLLARS)

Ttem 1929 1915 1937 1939

1060 2,008 1,000 1,000
dollars doliors dollurs daellars

Value of products. ... o.oouyicuanis, . PPN 3,434,654 | 2,362,369 1 2,787,158 | 2,648,326
Cost of materiads {lvestack mnl mem), stipplies
am! contaers ..., Bd et avmsa e 2,933,979 | 2,083,307 | 2,167,932 2,207,437
fiross margin ' 8075 349,062 419,126 10,839
Total classifivl 240,731 197,916 240,852 274.614
220,601 222,604
Fuyel 13,942 L 10,633
'orchiased  electric envergy ) , 6,587

Contract  work 926

Tolal not classified', .., 219,524 E 178,574
Number of gstabhshiments 1,277 1,160

. 2 UPRODUCTS (PERCENT)

1929 1933 1337

Pereent Percent Prereemt Pereent

Value of proaducts 100.0 100.0 190.0 100.0
Cost of matersals {Dvestok wnd meat), supplics
il CONIMBErT .ty uirrininnrrnnrrnnas . 85.2 83, 81,4
Uross  margin -+ i4.8 15, 16.6
Toptal class<ificd . | . 4 X 11
Salarwes amd wages. . .o0i.a. o, 7. 2.6

Ty . .
Purchased electrre energy, ... . . .
Cintract work : (’}5 (’)6

tnelsdes deprecaation, interest, fnsurance, reat, tixes, other expenses, and profus.

® Less than 4,55 pereent,

Date abstracted from Moreawr of the Censps, Whelesale  Disteibution: 192 § 277 United
Burein of the Censua, Hrenaial Census of Manufacturers, Part L1037, [ Drovessed); and Burgag
of the Census, Manulacturery: 1939 162,
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would have represented 79.8 percent of the Anished products. The gross
margin would then have been 20.2 percent of ihe value of the products
compared with 214 percent as shown by the Institute. Meat-packing
companics when reporting manufacturing costs (o the Census of Manu-
factures were instructed to omit profits. If (he average profit of 1.2
percent is added to the adjusted gross margin as reported by the Census,
it will equal the gross margin shown by the study of the Institute of
American deat Packing.

A general comparison of the costs and margins for meat-packing estab-
lishments for the census periods 1929, 1933, 1937, and 1939 can also
be made with the data in table 26. This indicates that the gross margin
inereased from one census period to the next, during the decade, al-
though the fgures for the different census years are not strictly com-
parable, In 1929, the average gross margin was reporied to be 14.0
percent of the value of the products, compared with 166 percent in
1939, The increase in the margin was accounted for by the increased
proportion of the expenses for salaries and wages. The proportions rep-
rescnting other items of cost were fairly constant for these periods.'”

YARIATION IN MARCIN AMONG CONCERNS

The gross margin as shown by annual reporls of several leading pack-
ing concerns varies considerably. An important difference is the ratio
of cost of supplies and containers to the value of the product. This
varialion 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. s a relatively larger pro-
portion of the pork is normally processed than beef, veal, lamb, and
multon, the plants that praduce pork products in large proportions would
tend to show high operating margin. The principal processing supplies
are, salt and other ingredients for curing meats and making sausage, and
contaimers for sliced bacon, margarine, lard, soap, pharmaceuticals, and
canned products. When meat 15 sold {resh, the supplics and containers
required are 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 therefore increase the operating margin of packing concerns.
The following iabulation gives an indication of the approximate range
in cost of performing each of several main operations in meat-packing
establishments 20

{Yperation: Per 100 pownds
Rilling and dressing beef ......... e e e $1.00 te $1.30
Cutting snd BOBING L. o e s A0 o 100
Curing ..... et ar e e e e S0 100
Smoking, including packaging .. ... . i 1.50 10 200
Cooking, including boming, ele. ... .. e e v 400 i0 500
Sausage manuizclure oo PP | § B Te ALY, 1
Canning  oorvet e ire e e e e eeeeeeries 500 10 10.00
Kendering, refiningr and packasing fals - ... e 1.25 1o 150

9Data on the cost af pperating meat-packing establishments may not be fully comparable for
the dilferent census periods, and there 15 no sausfactory way of making n(lJu-}tmenti that will
assnre comparability. Seme changes were made in the scherlules, amd there is the passibility
it those wha prepared the individual company reporls may not have interpretcd the instructions
unilornily. L.

0 Buymated and versfied by members in the packing industey,

FA468- 477
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According to the Census of Manufactures, the average wholesale value
per pound of processed meat produced by packing concerns in 1939 was
higher than the average value of their fresh meat. The average values
for some meats were as follows (32}:

Kinds of meuts: Cenis per pound
Fresht meal ... cvivevrvniannes et e redveriarraaarinne et ceee. 13,
L OOTY e B cr 1 A U P 15.5
Canned meat
Canned sausage ....-... rereaaes Cenranns e eraaaanees -
Sausage, other than canned .. .. e enerataraaenrsan e ey

The products within cach 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.

Trems oF Cost ComprisinG MARCIN

Pay rolls {salaries and wages) anwounted fo 11.0 percent of the value
of the product, or 51.4 percent of the gross margin (table 25). Supplies,
containers, ¢fe., amounted to 3.6 percent of the value of the product, and
miscellancous processing costs 3.0 percent. Taxes, depreciation, and
interest combined amounted o 2.6 percent, und profit 1.2 percent.

Pay rolls also accounted for about onc-half of the gross margin of
the combined functions of meat packing and wholesaling of meat per-
formed by packing companies. Transportation and delivery of products,
charged entirely to the function of wholesaling, comprised a substantial
item of cost——3.8 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
S-year period, 193610

WACES AND EFFICIENCY OF LABOR IN TUE MEAT-PACKING INDUSTRY

Wage payments in the industry, as measured both by the average hourly
carning and ly the average weekly carning, have more than doubled
since 1933, The average hourly earning in 1933 was 46.2 cents } in 1939
it was G8.6 cents; and in 1944 jt reached 92,1 cents (lable 27) (34).
The average weekly earning was $20 in 1033, $27.83 in 1939, and §45.42
in 1944,

The increase in weekly carnings had (hree important causes: increase
in basic wage rates, decrease in basic working hours per week, and in-
crease in paymenls for overtime work which was paid for at higher
rates per hour than the base rate. The average number of hours worked
per week decreased from 1932 to 1934, remained {airly 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 Iabor 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 inereased.

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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Tape 27 —Awverage hours and earnings in the slaughtering and meat-packing
industry, 1932-44

Year Average houts Average Average
wotked per week | houriy earnings | weekly carnings

Cenis Duoliovs
1932 46.3 46,3 21,61
1933 43.3 16,2 20,090
1934 40.3 52,8 21,93
1935 40.4 55.9 22.84
1936 42,2 36,8 23.89
[Lea +1.0 48,5 271.27
1938 41.¢ 8.3 28.39
1935 40,6 48.6 27.85
1510 49,2 68.6 27.69
1941 39.6 741 29.35
1942 40.9 £4.8 3102
1943 46.5 87.2 40.43
1944 40.5 §2.1 45.42

L'niteld Stares Dureaw of laber Statistlea (34, p 1897}, Data fgr 1943-44 from DBureau of
Labor Statistics {Unpublished).
increased refatively less than did labor. The efficiency of labor also in-
creased during the period, as shown by the outpuf 'per man-hour (table
28), The volume of output per man-hour index in 1919 (base 1939 equals
100) was 588, in 1929 it was 79.1; and in 1933 it was 91.6. The index
reached the high peint of 102.3 1 194,
Tance 28—The voltne of owlpul per wage carner and per man-hour, and the nnil

labor cost of outpnl in the meal-packing industry, 191914
{Index 1939 = 108]

Production Quiput per— Unit
Year Emplaymen? { Man-haurs Payralls tabor
volume Ay " I'Wage earner | Mandiour 4 Cost
86.3 126.0 L7 49.0 SB.8 123.6 1417
80.4 16,2 129.4 72,9 62.1 1203 149.7
75.8 92.6 105.2 81.7 71.8 8.9 120.4
82,7 91.1 108.4 90.9 76,3 84.9 102.6
917 10352 136.6 §9.1 4.0 100,1 106.8
04,1 181.1 1211 95.2 .4 97.5 1019
Rt.8 a6, 113.2 23.6 78.8 35.9 106.8
02,2 094.2 116 2.9 81.1 951 104.3
92,1 25.0 115.4 97.0 iz 9.1 1035
230 96.1 117.7 97.8 .7 9.6 195.1
PR 98.3 120.5 g7.0 7%.1 104.3 105.3
2.7 04,2 114.6 98.4 81.2 95.6 143.2
21.3 BS.5 62,7 185.6 89.0 B2.0 0.9
86.7 833 7.1 1041 80.2 3.9 s
bl ] 92,8 166.4 96,4 0.8 69.2 75.2
03s 1134 {148 82,7 81.7 04.6 190.8
78.8 96,4 25.9 319 82.2 B4.2 106.9
1736 02.4 193.0 197.2 89.7 86,2 01,9 29.5
97 L. 89.2 105,4 106.5 84.7 83.8 104.8 1%s
938 94.8 29,8 100.8 93.0 94.0 1014 167.1
1939 10060 100.2 1908 0.0 100.6 103,80 e
40, 110.2 109.0 107.9 0.1 192 168.1 98.1
91, 117.9 1194 1155 08,7 01,2 1271 147.8
1942 133.3 142,9 1440 94.8 Q6.0 170.5 123.3
1943 1317 1366 136.5 IZE] 9.9 200, 13t.9
1944 ., 162.8 136.6 135.2 124.7 192,53 216,1 132.7

Unied Sintes Bureasu gE“L::hor Staustics {34, p. 1095}, Data for 194144 from United States
Iurean of Labor Statistics, Productivity and Unit Labor Cost in Seleeicd Manufagturing In.
dustries, 1930 44, ¢ 6, May 945, {Processad,)

The unit labor cost of production has varied from year to year but
there was no appreciable increase in the trend between 1922 and 1941,
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The index of production and the index of pay rolls have followed about
the same trends. This indicates that the efficiency of the labor employed
during that peried increascd at about the same rate as the increase in
wage payments, Year-to-year fluctuations in unit labor cost were caused
cither by variation in the volume of production or by changes in wape
rates. Stnce 1941, pay rolls have increased considerably more than pro-
duction; hence the unit labor cost has risen sharply, reaching an index
of 132.7 in 194} The number of wage carners in the industry increased
during (his period but the oulput per man-hour decreased from an
index of 101.2 in 1941 to 96.9 in 1943, but rose to 102.3 in 1944,

When the eost of labor per unit of output increases it may be offset
by the industry in one of three ways: (1)} Lowuer prices may be paid
for livestuck, (2) higher prices may be received for meat and other
products, or {3) smaller profits may accrue (o the industry, Of (hese,
exeept for temporary periods, reduction in the price pa'd for livestock
i5 the mast probable,

The inerease in the efficiency of labor employed in this indastry was
brought aboul primarily by the grealer use of machinery for performing
many of the processing operations, by improving the quality of the
machines, and by redesigning plants fo eliminate lost motion, The use
of power trieks for moving meat and other products between depart-
ments have reduced the labor and made these tasks less sirenuous.

Mechanization s being applivd (o a grealer extent in the slaughtering
amd processing of pork than of beef, veal, mutlon, and lamb. This in-
volves improvement in the machines and equipment invented long ago,
as well as e development of new miachines and new processes. Machines
for cleaning awd dehairing hog carcasses have been greatly improved.
Power saws and mechanical knives have replaced hand saws and ordinary
knives it the cutting rooms to a considerable extent. The development
of new machines and the improvement of old ones have saved labor in
making sausage and other prepared meats, and in making lard and other
shortenings, Refrigeralion systems Nhave been improved and this has
specded up the ehilling process and reduced shrinkage in (he cooler.
Speeial ultra-siolet Tamps have been installed in coulers o prolect meat
from mold and bacteria when held at temperatures which tenderizes
meat at a more rapid rale, New techniques of curing and smoking meat
that require less time have been developed ; they have not only speeded
the process but have also decrcased losses resulting from shrinkage and
surface spoilage.

The specialization of jobs in the plant and the introduction of incentive-
payment plms have also increased the productivity of labor. The most
conmmon incentive plan in this industry is the production-honus system
pf wage payments. In a study made in 1937, it was found that nearly
one-fourth of the workers included were employed on this basis (34).
The production-bonus workers were employed in 40 of the 1,600 estab-
lishments included in the study by the Bureau of Labor Statistics. The
straight-lime plan, which guarantees to employces 52 equal weckly wage
pymients in return for a predesignated volume of work for the year,
has been tried with some success, The primary purpose of this plan is (o
stabilize employment amd o hold to a minimum the loss of skilled work-
mien 1o uther industries,
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PROFITS IN TIIE MEAT-PACKING INDUSTRY

Profits or earnings of the wholesale meut-packing industry are small
per unit of product. However, as the aggregate velume and the total
value of the products handied are large, the average return on investment

" has been more favorable than the narrow profit margin on sales would
suggest, The carnings reported by packers are for their entire opera-
Gons and inchnde the income [rom all sources, such as poultry, eggs,
butler, cheese, shortening, and various other products and byproducts as
well as from meat. PProfits also include their wholesaling operations and
their slaughtering and processing operations. The unit margin on meat-
packing operations alone probably are smaller than from the handling of
some other products and from some of the other operations performed
hy meat packers, :

Tannk 20—Profits of slaughtering and nonslaughiering meab-packing  concerns
bused on net wortl and on sales, 192513
SLAUGHTERING CONCERNS

OO e i 8 n b N D D it e

Yeur ; Caneeris Wet Sales I'rofitt Profit l:mI 'roft ?n
‘ reparting worth net worth sulea
P Ll 1,000 1,000
Nomber Dollurs BDallars Doliars Percent| Percent
319 23,714 | 3404082 4,011 5.7 1.
383 Ry, 474 | 4,402,002 42,867 51 1.
A0h BJSF 045 1 LAU0507 18,745 2.3
407 EM,032 | 14665768 4B175 58 1
S87 853,15 | 3,543,119 19,904 4.7 1
713 #4719 1 3,627,783 32,463 17
070 B35,362 | 2,770,048 | *==17,043 2201 .,
.2t 781,036 | 1.900,564 3,437 3,8 .,
[y 705,712 | 1867961 26,302 1.4 1
.08 7a,038 | 32854,07 36,084 5.0 1.
614 607,352 | 278400 7,376 5.4 i.
559 708,249 1 3,021,293 12,029 4.5 1.
585 712,489 ) 3,297,503 21,776 3.1
503 0,501 | 3043,048 | =39 5 R
621 FuL 137 1 3,075,162 37,126 53 1
4l 721,473 | 3,158,245 42,197 5.8 1
f23 Tin,4003 | 4,005,713 64,610 87 i
alh 779,348 | 5,780,817 67,341 8.6 1
6l 1 733,108 1 6,180,729 71,840 9.2 1
NONSLAUGIHTERING CONCERNS
175 . 116,554 343,006 17,947 15.4 5.2
in? 1,442 340,876 16,162 10.3 1.7
M5 142,837 377,080 19,502 137 5.4
Ry 134,074 23,039 143 5.1
245 1,563 25,830 15.7 5.8
250 171,831 17,333 10,2 4.6
257 221,805 1,758 2.1 1.6
22 OOl iU -9 .
22 155,490 7803 5.0 3.6
13 156,534 9,725 6.2 3.8
231 155,187 12,008 7.7 19
220 131,24} 19,004 10.5 4.3
223 158,965 11,098 7.0 11
220 154,254 4,008 3.9 1.7
207 142,87 15,428 10.8 4.4
217 136,045 29,282 14.8 5.0
204 141,731 . 21,305 16.4 4,9
194 156,307 00023 20,937 1.4 3.5
147 142,567 518,719 16,147 11.3 kN |
I

UAfler payment of interest aml tazxes.

R RTLLN

From anna] reports of meat packing concerns submitted to the United Statea Department of
Agriculture In conneclion with the acdmintstration of the Packers and Stockyards Aet.
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In 1939, total sales of 621 meat-packing companies that slaughtered,
aggregated §3,075,462,000 (table 29).2' Toatal net profits (after taxes
and interest) were $37,126,000 or 1.2%ents per dollar of sales. Net worth
of these companies was placed at $706,137,000. Earnings on net worth
that year amonnted to 5.3 percent. Net profits were ascertained by deduct-
ing from gross earnings the payment of all expense of operation, interest,
depreciation, 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. Based on sales, net returns ranged from 0.6-percent loss in 1931
to L.6-percent profit in 1941, Keturns on net worth ranged from a loss
nf 2.1 percent in 1931 to a net profit of 9.2 percent in 1943, Qbviously,
net earnings or profits in any given year varied consiclerably among
individual concerns. Some concerns are likely to have losses in good
years, and other coneerns will make profits when the industry as a whole
shows a loss. Of the 910 meat-packing corporations submitting reports
for Federal income purposes to the Uniled Stales Bureau of Internal
Hevenue for 1939, 563 corporations reported net incomes (profits) and
347 reported no nel incomes {no profits) (33).

"The rate of carnings of nonslanghiering packing concerns for a period
in the past has averaged considerably higher than for the packing con-
cerns Lhat shwghicr. 1o only 1 year in a period of 19 years did this
gronp of concerns show loss instead of gain. That was in 1932 when the
loss was 0.9 percent, based on net worth, Net profit based on net worth
in the other years ranged from an average of 2.1 percent in 1931 to 16.4
percent in I941 Average returns on sales ranged from a loss of 0.6
percent i 1932 to a profit of 3.8 percent in 1929, [ 1939, the year used
as o base in this study, the net prolit based on net worth was 10.8 percent,
and on sules b4 percent.

Net profits of packing concerns per hundredweight of livestock, or
per hundredweight of dressed nieat, are small on the average, In 1939,
the average net profit per hundredweight of Hvestock was 15 cents, and
per hundredweight of dreessed meat 24 conts (table 30). Since 1925,
the highest annual average net profit per unit of produet was i 1941,
mamely 36 eents per hundredweight of dressed meat. The margin per
unit was nearly as high in 1942 and 1043, Thn greatest average loss—
12 cents per hundredweight of dressed meat — occurred in 1931,
Losses were also incureed by industry in 1932 and 1938,

‘The average profit of meat-packing concerns that slaughter, classi-
fied wecording o their kind of operation and size of business, for the
3 years, 19360, may be noted in table 31, In 1939, the 4 largest gen-
eral packing concerns made a total profit of $21,872,000. This was
cqual Lo an average peofic of 44 percent on net worth, and 1.1 percent
on sales. The 6 packing companies with net worth ranging from
000,000 (o $20,000,000 had the highest profits of any group, namely
9.7 percent of net worth and 1.9 percent on sales. In general, the packers
that handled only one species of livestock that year had average profils
that were Jower than those of the general packers. In 1938, some groups
of meat packers had losses whereas other groups made profits, A large

—_——
1 Summary of reports stibmitted by meatipoacking eoncerns to the Tited States Departnent of
Agricutture In conneetion with the adminictration of the Packers and Stockyards Ace,
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packing company that operates several plants will probably &nd that
earnings of individual plants vary considerably. Some may make profit
and others may incur losses within the same year. '

Taste 30—dverage profit per 100 pounds of livestock and of dvessed meat received
by meal-packing concerns doing slaughtering, 192543

Concerns Average profit per 100 pounds of—

reporiing Livestock! Dressed meatt

Mumber Centy Cenis

arratadbAEN TR IR

v Afler payment of interest and faxes,
1 pss.

Tasetl on consoliinted reports of meatspacking concerna Gled with the United States Department
of Agnculture in conucelion with the administzation of tie Unckers and Stockyards Act. From
:\T}i.:rsicué:) Meat lustitute ¢4, o 33), Data for 1143 from Americen Meat Instilnte (Un
published),

Incomes to nonslaughtering concerns reporting to the United States
Department of Agriculture, are classified 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 largest group had net worth over $20,000,000.
Large nonslaughtering concerns weit relatively few, as more than 93
pereent had net worth under $1,000,000.

The average carnings for cach of the nonslaughtering packing groups
showed a profit every year during this period, The larger concerns gen-
erally had higher average profits thau the smaller ones. For concerns
in the group with net worth over 20,000,000, protits based on net worth
ranged from an average of 2.2 percent in 1938 to 21.0 percent in 1940,
Tarpings for the group wilh 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 under $1,000,000 had average profits based
on net worth from 3.9 percent in 1936 to 7.4 percent in 1039, Average
profits on sales for the group of the largest nonslaughtering packers
ranged from 1.7 pereent in 1938 to 13.6 percent in 1940, Concerns with
net worth under $1,000,000 had average profits (hat varied from 0.8
percent in 1936 and to 1.4 percent in 1939, Information is not available
as to what business other than meat packing the nonslaughtering packers
engaged in, but it is probabie that the high profits of these concerns
may have been partly contributed by such other business.

That processing operations are more remuncralive on an average than
slaughtering operations is the conclusion drawn from a comparison of




TABLE 31.— Number, average net sworth, sales, and profits of meal-packing concerns slanghtering livestock, classified by kind aof aperation and size, 1936-40

&

. . Concerns Sales Profit on net worth
Kind of aperation
and net worth . F 1
1936 | 1937 | 1938 | 1939 | 1940 1936 1937 1 1938 { 1939 1940 1936 1937 | 1938 | 1939 { 1940
t
Num-| Num- | Num- | Num- { Num- 1,000 1,000 l 1,000 é 1.000 1000  } Per- | Pera | Per- | Per- } Per-
ber ber ber ber ber dollars dollars 1 dolturs  + dollars dollars t cent { cent } cent | cent 1 cemt
General packers: : i : : P ) :
. 0,000,000 and over 4 4 4 5-1 2,003,607 { 2,148,129 f 104 3,492 % 1,920,209 | 2,068,012 ' 4.9 z 38 . ~1.6 i 4.4 g 5.2
$4,000,000 to $20 6 6 4 6 285,599 317,139 j B 17 310,748 264,148 . 3 91 — 3 2.8 + 9.7 2.7
1,000,000 to'$ 4 24 21 22 23 182,612 230,780 H 7 191419 177,643 30 f 1.t S 8¢ 3.1 P57
Under $1, 000000 316 333 335 340 207,907 336,669 | 340,8.)7 367,274 3730481 3.5 261 4.2, 8¢ 72
Pork packers: P ! : : ; ' } ! :
81,000,000 and aver. ... .._..__ 12 19 9 9t 9 ¢ 75,391 70,841 58,430 ¢ 65,731 60,696 ! 1.5 -1 8 ,-2.8, 8+ 0.4
Under $1,000,000.._._ ... - 44 34 36 39 357, 52,853 52,835 | 54,863 ! 59, 833 44,285 .6 8} -8y 761105
Beef packers: Under 81,000,000, 771 73] 68} 73 i7 55,397 66,548 | 73559, 78,573 367201 $6 vEi-66. 611 .73
Mutton packers: Under $1,000,000 _ 6 7 1 4 5! 350 367 ¢ 316 ¢ 2,218 2,924 8.3, 9.5 6.41 6.31 16.6
Beef and mutton packers:Under $1 000000 112 1§ 112 107 { 104 3 67 487 84,195 + 76,877 ¢ 79,457 80,869 | 7.0 i 30 246,645 4.8
Total. il imnas et ;589 ¢ 5835 f 595 1 621 ; 604 { 3,021,293 [3.297.503 i 3,044,648 | 3,075,462 3,158.345 1 4.6 b 3.1 —.6 } 5.3 : 58
. + Ty i b { . B ¢ H H H H
g Net wortht Net profits Profit on sales
Kind of operation K e e
and niet worth 3 . i ' i
1936 f 1937 1938 § 1939 1 1940 1936 1937 1938 1939 1040 4 1936 1937 a 1938 1:1039 '+ 1940
] ¥ b ¢
1,000 1.000 1,000 ! 1,000 *I 1,000 1.000 1,000 1,000 1,000 1000 . Per- © Per- } Peér- | Per- £ Per-
dollars {-dollars | dollars-1 dollars i dollars | doliars | dollars | dollars | dollars. | dollars 1 cent ' cenl”} cenl - cent 't cent
’ Gencml packers: : ! ; :
$20.000,000 and over. . __._..o. ... 501,453 504,176 | 495,773 496,687 ;526,921 24,8001 19,325 | —7,933 | 21,872 } 27217 ¢ 1.2, 09 —0.4! 1.1 : 1.3
$4,000,000 to $20,000,000 -~ 57,389 | 60,553 | 60,597 | 59,902 | 48,266 2,265 ~108 1,671 3,829 1,669 IR | 6t 1.9 1.8
S} 000 000 to S 4,000,000 _ --] 46,211 48,544 | 43,850 | 42,630 { 43,581 2,332 522 256 2,163 2468 1.3 2 .1 1.1 1.4
Lnder SI ....... R 58,144 | -58,372 { 60,621 | 63,138 | 63,211 2,038 1,535 2,530 5,281 4,531 .7 S T 1.4 1,2
Pork pacLers‘ ' :
17,526 } 15,868 | 16,875 15,500 300 -311 —~439 130 1,456 A =4 =8 .2 2.4
8,599 9,350 | 10,643 8,803 57 65 =77 813 936 =1 I [ 1.4 2.1
5,806 5,280 7,335 6,512 511 567 —35 449 471 .9 -9 T .6 .5
105 94 269 302 9 10 6 17 30 26 2.7 1.9 .8 1.7
Beefand mutton packers Unde.rsl 000,000 - 8,789 8,808 9,068 8,606 8,287 617 261 22 570 399 .9 .3 L .7 .5
Totale o o ool 708,249 [712,489 | 700,501 {706,137 {721,473 | 32,929 | 31,776 —3.999 | 37,126 | 42,197 1.1 g = I 1.2 Z 1.3
. i

!"The net worth used-is the average of the net worth at the beginning and close of the year.

1 1.ess than'0,05 percent.
From consolidated annual reports of meat-
Stockyards Act.

packing concerns filed with the United States Department of Agriculture in counection with the administration of the Packers and
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TABLE 32,—Nuntber, average, nel worth, sales and profils of nenslanghlering
meat-packing concerns glassified by sive, 193696

Cancceng ) I Net prahit
Kind of gpertion

sod not worth

1o | 1037 | 1008 :m'iowl 1038 | 1037 | sos8 | e | 1e0

Num- | Hum- | M- | Nume | ¥um- 1,000
bere | ber | ber | ber | ber | dollars

JO!’)G Lﬂﬂ'ﬂ 1000 |GG
dalturs | dotturs | doltars | dotlars

Over w0,000000..... ...t a3t 20 b ol ey sl sl weais| aau
Prom 34000000 toddoooaooe. | 31 3] 8l 3} 1) 2emi| awma| 2335 2e37 | s34
From $1. 00000010 4000000, | 110 otf 8] 81 s TBRG| 1338|0570 50 5i2
ircder $5,000,000,, ... v..oer. °og | 907 | 2071 108 | 208 | 1072 15300 L4 | 2830 208
Talal s oosveenns oo | 28] 2 I 200 | 20w | 217 l 19,004 | 11,008 | 6,008 | 15428 | 2025

Neb wortht . Prafit on ted worth

Kuad af pperation : i
andd oot workh

j3:60) 1937 1 1038 1939 i | 1938 | 1637 | 1838 1‘.)31]%1!}-!0

1460 §00G 1.60e 1.4 1,008 | Per- | Pors | Per- | Per- | Per-
dotlars | dullors | dollars | doltars | dollars | cent | cent | cend | cent | eent

Cver 20,050,000 ... ..., IGL,004 | BD4TE | 70006 © VAROT ¢ AR306 7 3.8 5.0 28| 140 21,8
From $.000,000 1o 356,000,000 | 20,000 | 30,855 1 3¢.826 1 20085 | az23 Lyl il 7.5) 5.4 104
From §1,000,000 Lo § 4,000,000, . [ 20,982 | 10,008 | 15,227 | we38 | 7564 4.2| 6.8l 431 5.0 oy
Uader $LO00,M0G.. . covvevvunes 21,238 | 87,737 | 28,205 "? -!ﬁ? 288421 3.8 5.5 4.4 T4 7.3
3.9

19,81 i4.B

Toltd, s oivnneirrieianns 180,253 13R85 | 154,254 II2,381 tans45 | 10.5 | 7.0

Sulen Profi$ on sales
Kind of apoention

and net warth

035 | 137 | 1938 | 1mse | 1edo 109610371038 1680 1840

1002 1.000 {000 4000 1000 | Fer- | Pa- | Per- | Fer- | Pers
doflers | dellara dedlara duftars | dollars | ceal | eend | cent | cent | cent

Cver J0O0M000 ... .ooououa 154,070 | 80,040 | 103,710 | 113,328 | 1051008 | 0. | 5.3 [ 1.7 79.1 | 1d.0
From $HLOU0,000 ts 320,000,000, .} 50618 | sB717 1 pBevel ez} 12034 16.710.014.004.0] 3.0
Fromn 31,000,000 Lo § 4,000,000, .| 51443 | 55,795 | 35,833 27,705 el ryye sl 1.7 2.0 2.9
Undur 31,000,000, ... .oovnnnne, 135,318 | 100,626 6",&!2 143,558 | wo e8| 8|10 814 1.2

Tl ovvn e 300,255 | 302,708 | 354,333 | 351,850 | 468,272 | 4.8 | 3.1 1.7 [ 4.4 | 5.8

1'Tho net worth uzed i3 tho wverye of tho eut worth st the beginning and eloss of the yeo
From consglidated mmigal roparty of meut-pucking conceres fled with the Uulted Stutes Derartrnent of Agriculture in
with the nduiniatration of the Fackers aind Stockyurds Act.

the profits of nonslaughtering and slanghtering concerns. The fact that
packers who slaughter livestock for their own aceount alse de more or
less processing apparcatly 1s to their advantage. Furthermore, the amount
of processing doue 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 2 slanghtering con-
cern and its profit cannot be ascertained from the data available in this
study,

MARGIN AND COSTS FOR WHOLESALING MEAT

Wholesaie distribution of meat involves the sale of products in relatively
large volume. A large proportion of the meat sold wholesale goes to
retall denlers who, in turn, sell Lo consumers in small gquantities. Meal
generally bought for the hotel, restaurant, and steamship trade is obfained
in wholesale and jobliers” markets—usually botel supply houses, Packers
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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
raeat at wholesale is being considered in this report separately from the
cost of slaughtering and processing.

Becef 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 fard 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 ustially moved quickly under
refrigeration, and is handled carclully {o prevent deterioration. Cured,
canned, and other processed products are not so perishable, and sone
are transported and distributed without refrigeration. The fact that large
quantitics of fresh perishable meat products are consumed in areas widely
separated from the place of sfaughter and processing increases the prob-
lein of transportation and distribution,

Meri1ons or OPERATION AND 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 houscs, by car roules, by truck routes, and
through jobbers and Lrokers. A packer may employ several of these
methods. Local packers generally use the wholesale market at the plant
for disposing of most of their meat. If they distribute to other com-
munities they may also operate truck rotites. Regional and national
packers, in adklition o distributing mecat from the wholesale department
at their plants, sell through their own branch houses, by car routes, and
by truck rouies,

VARIOUS METHODS OF WHOLESALING

When meat is distributed Irom the wholesale department at the pack-
ing plant the dealer generally makes his selection at the cooler but to some
extent he orders weat by means of telephone. By sclecting meat after
cxamination a dealer is more likely to obtain the kind of product he
wants, This apparently is not so important as it used to e, 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 indicales the qualily, .

Branch houses are wsually found in citics having a popualation of
30,000 or more. Most of them are operated by the targer packing con-
cerns. The four Iargest packing concerns had a total of 826 branch houses
in 1939 (36). This is a substantial reduction from {he 1,000 branch
houses eperated by the five large packers of 1916 (2). Seyeral other
refatively large packers who distribute over wide arcas 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
World War I, 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 quarfers of carcasses, wholesale cuts, and other
packing-house products, usually in carlots. The meat is transported from
the packing plant 1o the branch house in relrigerator cars, or in refriger-
ator motortrucks. HEach branch house has its own manager, office foree,
sales and delivery organization. The melhod of setling 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 sclect his
preducts, or he may place his order by Lelephone or with the packer
salesman who calls at 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
tess than carlot shipments. Refrigerator cars are loaded at the packing
plant and moved over established routes at scheduled periods. Stops are
made at designated towns for unioading the products perviously ordered
by dealers.

Truck routes have replaced car routes to a considerable exteat in
recent years. Sale is mostly to retail dealers in town and cities. Motor-
truck transportalion has certain advantages over rail distribution of meat
in that definile routes 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 addibon, there is the so-called peddler
truck operated by a driver-salesman who sells in small quantities from
a stock carried in the truclk,

Wholesalers, jobburs, and agents or brokers sell mostly to retail ment
dealers, ruestaurants, hotels, and institutions. Packers who do not have
branch houses, or who do not eperate car routes or truck routes, may
sell some of thetr products through wholesalers and jobbers, This method
of distribution is also used by a packer for disposing of products in a
cily where he does not maintain a branch house, or which is not serviced
by a car route or a lruck roule. Such agents or brokers distribute the
product from the refrigerator car to retailers and other wholesale buyers.

About one-fourth of the 1,064 nonslaughiering cstablishments 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 meat packers who also eperate nonslaughtering process-
ing plants may distribute the products from all their plants through the
same outlets, Ninety-two percent of the products of all packing con-
cerns (shughiering and nonslaughtering), having a combined value of
$2,803,616,000 in 1939 were produced in and distributed from the
slaughtering plants.

WERHOLESALING BY LARCE PACKING CONCERNS

The methods of distributing meat and meat products by 8 important
packing companies in 1935 was reporied by the Tederal Trade
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Commission.® 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 § packing concerns accounted for approximately 66 percent of the
fresh beef carcasses and cuts, about 80 percent of the production of
fresh veal carcasses and cuts, and about 62 percent of the pork, including
fresh porlc carcasses and cuts, cured, and processed pork (table 34).
These packing companies operated a large number of branch houses,
whereas relatively few bran.h houses were being maintained by the other
concerns in the industry.

Tage.t 33.~Wholesale distribiiion of seles of meats and meat products by packing plants
and other cstablishments in the United States, 1939

Miscellaneouy meats —aot made

In meat-packing establishments

Monty nat] meat

procicts —in ‘Tatal all meats

meat-packing Operated by Opernted by
establishinents neat-packing ather

'
b
Cuminanica i COOLCTRY

Valwe !f'-ﬂ:cnt Value Iil’erctm Value if‘crcf:nt Value I-I’crccnt

£ 1000 1,000 1.0
doiturs dodfurs dolfurs doliars

Total dlstributed saley, .. | 2,666,175 . TEHS 140,395 2,803,616
To or through manuloc-
tarer's owned ond oper-
ated olitlots:
Wiiolesale branelics or
offices aru. P 780,892 60,63% . 5,719 . B56,250
Retail stores. .. 21,503 - 2 8,211 20,714
Ta other Business eoncert
in the United Statey Fur
ressles .
Wholesalers and jol-
L3710+ SRR 4313.443 . 24,393 . 456,727
Export intermediaries, 143,781 . K 245 11,650
Retallers ingluding
cheingf .. _ 118,178 - 7 . D083 . 1,284,735
Grxport, direct o beyersin .
other conntrivs. 38,947 . 22 39,019
To nsrry snd consumers:
Industrial, cte, users?.t 162,762 . . 7418 3,165
Conaumers at retaild .. . 9,667 . 222 3 2447 12,336

Nunmber of oz abiishmenta I 1,471 - 23 t BG5 | | 2535

1 Direct ¢ xport sabes combined with sales to export intermediarivs to avoid disclosure,

3 Less than one-tenth of 1 percent.

1 Alse inclides commvereial, professionsd, and Industrial users {manuvlacturers, railesada, utilicies,
Government bodics, hotels, contmelors, ete.).

Uinclwdes farmers, liousehold consuiners, and employees at retail,

United States Burcau of the Census (36, p. 19).

Distribution by the eight concerns 1o retail establishments (independent
and chain retail meat markets, and combinalion grocery and meat stores)
aceounted for 84 percent of their fresh becf, about 89 percent of their
fresh veal, more than 83 purcent of thelr fresh pork, and nearly 78 per-
cent of their cured and processed pork. Independent meal markets and
grocery stores were by far the most important outlets. Sales to retail

73 These packing companics were: Swift & Co., Armour & Co‘. Wilson & Co., Inc., The

Cndahy Packing Co., John Moerred & o, Kingan & Co., Ine, G ge A, Hormel & Co., and
I-n;gt): Dotd Facking Lo, Reporied by United States Fuoderal 'l‘radc ommission {40 pp. 1017-
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TaBLE 34.—Sales of fresh-beef,
edible pork offul, of eight meat-pac

veal, and. pork carcasses and culs, and cured and processed pork, including
king companiest, by chunnels of distribution, fiscal year, 19352

Channels of distribution

Sales of fresh beef, veal

pork including edible pork offal

,and pork carcasses and cuts, and cured and pricessed

Fresh carcasses and cuts

Veal

Pork

{
H
i
1
14

Cured and processed pork
and edible-pork offal®

L4
Total meat

Beel

Pounds

Percentage
of total

Pounds

i

Pounds

Percentage l Percentage

of total

of total

i
t

Pounds

Percentage
of total

Pounds

Percentage
of total

Wholesale grocers
Brokers and commission
HOUSCYE . s cmm e i -
Whalesale meat dealers
ang jobbers e concasas
Hotels, restanrants, hospl-
tals, and institutions_. .o
Cooperitive and voluntary
chamiB weccman USRI
Combination grocery and
meat chaing.vae
Independent recail meat
markets and grocery
SEOFCEe v cmmmmmmma o
Meat ‘packing companies
(not owned or cantrolied
by reporting cémpanies).
Fuderal, State, and -local
Governments. caeeneese
Exported .
Allpther consumers and
~distributors?

19,795,160
76,877,358
242,311,469
58,043,729

176,088,747

325,927,980
2,024,509,181

22,601,324

49,158,340
3,839,088

8,776,508

Percent

0.66 |

2.56

8.05 |
1.93

5,85
10.84

67.31

2,318,257
5,107,583
23,276,707
$,470,252
17,528,919
35,662,997

374,602,906

1,812,570

9,032,392
411,969

1,156,650

Percent
0.48
1,06
4.85
1.76
3.65
7.42

5,112,849
17,167,818
57,645,190 |
11,649,505
23,582,167

68,144,848
78,00 | = 768,949,699

.38
2.07

11,673,254

13,876,019
.09 47,848,117

4.24 3,019,261

Percent
0.50
1.66
5.59
1,42
2.29
6.60

74.53

21,486,597
11,553,288
103,310,399

45,214,955 |
85,569,887 |
186,483,976 |

1,065,344,296 |

44,626,755
33,936,645

83,052,124

7,938,395

Percent
1.25
2.42
6.0t
2.63
4.98

10.

61.

.46

48,712,863
140,706,044
426,543,765
126,378,441
302,769,720
616,219,801

4,233,406,082 |

80,713,903

106,904,006
136,051,898

20,890,814

Percent:

0.78
2.26
. 6.84
2.03
4.85

9.88
67.85

1.29

1,71
2.18

33

“Total sales

3,007,929,484

100.00

480,281,202

100,00 l 1,031,669,334

100.00

1,719,417,317

100.00

6,239,297,337

100.00

LVAK NV MI0LSTATT UOA SIS0D (INV SNIDUVIK DNLLIHUVIR

tincludes the following companies and their domestic subsidiaries (3 companies reported inconsc(g{uential sales throagh foreign branches). Swift & Co., Armour & Co., Wilson
% Co., Inc., The Cudahy Packing Co., John Morrell & Co., Kingan & Co., Inc., George A. Hormel & Co,, and Jacob Dold Packing Co.

T'Fiscal years ended from Oct. 26 to Nov. 2, 1935, . . . L 5
3 Inchides cured, smoked, and canned pork products, ard edible pork offal, including trimmings, hearts, tongues, and livers.
¢ Includes salés to railroad, steamship, and other éommissaries, soup manufacturers, baking companies, and miscellaneous consumers and distributors.

United States Federal Trade Commission (35, p. 1018).
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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 ali 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 export of fresh beef and veal was negligible. Rela-

Tante 35.—Sales of lard, edible oleo ond tellow, and ndscellancous becf, veal, and
pork products, of cight meal-packing companiesl, by channels of distrilmtion,
fiscal yeur 19352,

Saluy of fard, edible olco and ta¥ow, and miscellineons beef, veal,
and pork products

Miscellaneous beef,
veal, and pork
pradiucts®

Edible oleo gt

Channels of distribution taliow*

; Lurd?
I
i

Por- Per- Per
Poumds teantuge Poumnds aertage| Pouyiuls centagps
v of + of T of
b total tostal 1 totat

: Percent Pereent  Prrcent

Whelesale grocers 16,088,188 . 2 70 1,407,102 817,424 B.82
Brokera and cominission i

IOUNB. e mvsmsniv s cmcun - 9,014 464 H 38,853,566 65,851,017 5 48
Wiolcanle meat dealera and ¢

jobbots, . e e eaennn . 11,018,267 | 3. 2,647,740 = 26,068,028
Hotels, restaurants, lioupi- i

tals nod institutions. .. .. 25, 504,0135 1 1,380,541 h¥ 5,356,120
Cooperative and voluntary .

chains ... - 17,430,181 ¢+

ombination grocery ani H .

ment chaiss. ., _.. 40,000,816 3,701,032 348k RO 210,948
Endenendent retall meat ' b ;

markets andgrocerystorea 331,187,108 - 1804387 + E2 G0 541,553,586
Meat-packing compnnies - ’ :

(Not owned or controlled : ;

hy reparting companies) . 10,500,439 | 3 2% LATLMR . 1 #e 15,081,635
Baking and biscuit com- :

pinica 35,363,737 . 502 35,276, HY a3 1l
Oleomargarine and shorten- H :

ing manulacturera? . 35,700,862 23 47
Scap manufacturing com- 5 | :

dmaml et ardrman - mmmmme 411,652 ¢ _2y 43,020,000 1

Federal, State, and 1 : :

Governments . o oceeeees 7,646,076 { 1% 379,438 ¢ L25 260,180
Exportetd oo, voaenn. N TLAWG4MS ] 1198 5172650 0 3 19 : 53,935,177

i
All_ otker consumers amd i
i '5.454.274 .92 2,037 334 ! 1.33! H2R5,357,240

2,345,810 . 4,017,000

distributora. .. -
Total sales. crmnnnn ..’ 597,083,035 ime.oug 152,473,226 106,00 © 1,202,046,532 | 14,00
]

t Includes the following compoanies and thelr domestic subsidiarics (3 companies reported inconsequen-
tlal males through foreinn branches) Swilt & Co., Armour & Co., Wilsen & Co., Inc., The Cudahy Packing
Ca., John Morzell & Co,, Kingan & Co., Inc., Goverge A formel & Co., and Jacob Dold Packing Co,

2 Fiscu! yoars ended fromn Oct. 26 to Nov. 2, 1045,

3 Excluding lard compounds,

4 [nelndes oleo stock, olvo oils, ofeo stearine, and uleomargarine.

¥ [ncludes cured, ked, and o b beef aad veal products; edible beef and veal offal; and inedibie
beel, veal, and pork offal.

4 fneludes 151,569,312 pounds of Leef oleo and tallow and 983,914 pounds of veal nleg and tallow,

t in‘clut!}es 92‘),393.109 pounds of bee! products, 68,279,645 pounda of veal products, and 224,373,778
D of por :]

. inciudep;ou:ll:;‘d dreasing manufacturers.

¥ includes sales to milroad, steamship, and othet con
distributorn. .

Winelules sales to railrond, steamship, and other commissaries, soup maenulnciurers, animal food
companies, feed and ferzillzer companies, and miscellanesus consumers and distributors,

United States Federal Trode Commizshon {35, po 121},

11,

1 lex, and miac C s and
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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
channel 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 35 percent of the total volume sold, and combination grocery and
meat chains nearly 7 pereent. Exports of lard were more important than
for meat, and accounted for 12 pereent of the total, Baking and biscuit
companics took 6 percent. The other 20 percent was distributed among
several different outlets,

Of the edible oleo and tallow sold, more than 23 percent was disposed
of through brokers and commission houses. Baking and hiscuit conipanies,
and oleomargarine and shortening manufacturers each bought about
23 percent of the total. Independent retail mieat markets and grocery
sisres took 13 percent. Exports were small,

The most important outlet for miscellaneous beef, veal, and pork
products was to independent retail meat markets, accounting for 45 per-
cent of the total volume sold. Combination grocery-mieat chains bought
7 percent of the lotal. A miscellancous group of consumers and dis-
tributors, such as railroad, steamship, and other commissaries, and other
consumers and distributors took nearly 24 percent.

Of the products sold to various types of retail stores, to hotels, restau-
rants, hospitals, institutions, and to Federal, State, and local Govern-
ments, part was distributed through branch houses of the packers, and
part dircctly from the packing plants. Data are not available on the
relalive importance of the two methods of distribution.

The distribution of meat and meat procducts by the eight large packing
concerns agree rather closely with the distribution of manufacturers sales
as reported by the Census of Business (table 36). As the Federal Trade
Commission repert does not show scparately the volume distributed by
packers through their hranch houses, branch-house distribution and dis-

Tan.k 36-—Comparison of relative imporionce of wvarious outlels wsed for dis-
iributing weufs and meat products produced in twholesole weal-mannfacturing
crtuablishments, as roported by the Census of Business for 1939, and by cight
Dnportant weat-packing concerns, as reported by the Federal Trade Commission
for 1935

‘Based on data from TNased on data from
Outlet Census of Business, Federa! Trade Commisaion

15354 for 19352

Percent Pcreent
To rebiil SIGTEN . oaviaians erarae e 70 73
Ty whoetesalers and jobbhers Coovevaais 18 . 1%
To igstitntions and other large users.... ] 0
Faparled o oauns PR dreavaa RS 2 3
To tewschohl consumers o oooouiis | P, P ..
ToHals coenanecnarrasnnrssntnans 100 100

1 Tncludes meat and meat products distributed from wholesale ment.packing establishments and
From sansage and prepaced.meats manufacturing plants. Distribution ':I'!rough the packer-owned
branch hnuses 15 not shown scparately, but iz included with the distribution from the plants,

1 Tupludtes satrs of fresh meat, enreil and processed meat praducts, lard, edible oleo and taliow,
anil muellineons beef, veal, and pork produocts.

Rased pi data from Uniged States TPocean of the Census £38, po 12}, and Federal Trade
Commission 733, pp. [017-1022),
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tribution from the plant as reported by the census were combined for
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 percent for the eight packing concerns
included in the study by the Federal Trade Commission. Sales 1o whole-
salers and jobbers were 18 percent in the census report, and 15 percent
in the report of the Comumission. (ther ditferences were small.

The two sets of data are not fully comparable in several respects,
The census report covers 1471 mwat-packing establishiments and 1,064
nonslaughtering establishments, and apply to 1939, The Federal Trade
Conunission study is based on only cight packing concerns. Adl are large,
but combined Lhey uperate less than 100 plants. The study covers 1935

Manrciy ForR WHOLESALING

As the concerns that do slaughtering and processing also perform
most of the wholesaling, the scparation of the cost of performing these
functions is probably somewhat arbitraey. The separntion was made pos-
sible by the [act that meal-packing concerns have heen required for certain
purposes lo report the cost of wholesale distribution separate from the
cost of performing the functions of slaughtering and processing. Such
processing operalions as nuking sausage, hamburger, and other prepared’
meats, curing and smoking meats, and rendering fard nmy be carried on
both in branch houses and in independent wholesaling establishiments,
Their expeases are therefore higher than il only the wholesaling function
were performed.

AVERAGE MARCIN Fou 1939

The average margin for distributing meat wholesale in 1939 including
oubward transportation was cstimated at 7.7 percent of the whelesale
value of the product, This estimale 1akes into consileration the sale of
all of the meat by packing plants, and the sale of that part which is
handied a second time by independent wholesalers and jobbers. The cost
of wholesaling all meat by packers was 6.3 percent of the value of the
product (table 3} 7). Of the total, 18 percent was also handled by
wholesalers and jobbers. If their cosis, including profits, were 7.6 percent
of the wholesale selling price, which is about 20 percent higher than for
meat-packing concerns, i would amount to an average of 1.4 percent
on all meat sold wholesale (hat 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 and other products by packers
i 1939 are also shown in a sludly by the Fuderal Trade Commission (34).
This study was hased on reports from 30 meat-pneking companies, which
“was an important segment of the indusiry as it included the larger
concerns. The average margin {or distribuling products by these con-
cerns (including outward transportation) wns 6.8 cents per dollar of
sales (table 37). This is stighily higher than the 6.3 percent shown by
the Enstitute of dMeat Packing, Ontward transportation was equal to 18.3
percent of the (otal expense of wholesale distribittion,




Tame 37—Cents per dollar of net soles absorbed by cost of merchundise sold, gross margin, and distribution expenses (including
autward transportation) of 30 wmeat packers, grouped b_y channels of distribution, 1939

[ Sching principally ulrougl: own sales organization Scllmg im,,_.,pa“,
- «  througl bro ers Tocal
) To To Through company . , Lota
t To wholesalers all classes (\wncg branches manufacmrers all
retuilers and of 1o all classes agents to'all groups
4 retailers customers : of customers classes of
i H cusiomers i
Number of com;aanlts;.....,.....,.,..‘f 6 5 ) 13 3 2. a0
Net 52165 cuvurrviosssosrnnessssnssanal $4,241,458 $43,445,800 $44,744,779 $1 7?2,630 405 : $6,262,616 $1,871,375,118
Cost - of ‘merchaidise . sobdo..ooinien . 3,679,617 33,467,333 39,527,086 L022,480,739 . 5,565,242 1,709,726,177
Gross margin on sales....ivivne ) e 561,841 4,078,327 5,217,733 150,199,666 697,374 ; 161,654,941
Total discribution expense... v’ 421531 7 3,610,760 4,433,620 116,633,015 414,772 125,744,320
- R e L . - -
CENTS PER DOLLAR OF NET SALES
Net $alés .lievrnnuessriossansscrnnn - 100.00 100.00 100.00 100.00 100.00 100,00
(,ost of merchandise sold ......vien..n 8(:.15 8 54 88.34 41,53 88.86 1 91.36
Gross MAargin yieassivemesadosas . ) 13.25 ) 11.46 11.66 8.47 11.14 8.64
Distribution expeiise: : o T ST )
Salesmen’s salaTies .oveisaeaiiaigan 1.62 .85 133 .59 1 62
Other distribution pcrsonnd salaries - )

and ‘wages ... sasiaeesas PR 391 1.54 | 3.12 2.54 3.79 2.53
Salesmen’s commlssmns and bonyses, .05 24 B P O TP ,08 01
Social  security  and - pension fund

PAYMENES  sinassosiomensnnoisioesrs .26 .14 W33 .17 .09 A7
Contmission to- brokers, factors, ete.. . 04 A5 .33 06 .81 .08
Advertising and sales promotion ex-

PENSE  yeweibosomunssorivasrssronnas .39 73 .53 A5 14 46
Qutward transportation ... .uesseeens 1.56 3.22 1.34 1.17 2.73 1.23
All other distribution expense......: 2.59 1.60 2.46 1.60 671 1.62

Total distribution” expense. ..., .. 10.42 8.77 - 9.90 6.58 6.62 6.72

Provision for bad debts.........:. L .34 - .06 .18 .06 .07 06
Total - distribution expense “and i

provision for ‘bad debts....... 10.76 8.83 +10.08 6.64 6.69 6.78

Federal Trade Commission (36, p. 201).

-
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The average expense for distributing meat and meat products whole-
sale in the United States 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-
panies was sold through manufacturers’ sales branches with stock
according to this report. The cost of distribuling through branch
houses was 68 percent of net sales. 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,

Tasti 38.——~Expenses of wholesaling.meats and meet products, by types of agencies,
1929, 1933, 1933, and 1939

Expensed as pereentnge
Expenyes of net sales

Types of agenciea
Salarlea Sadaries
Total! el Citwer [Total® sl § Other
wagey wapls!

i Establlshments

Num-]  so00 | soo0 1 reo0 | rate | Pe-, Pe- | Per-
ber Ddlars Hotars | Dollurs | Doltlars | cent cend cenl

juzn:

Wholesale merchants, in-
cludlpg jobberya .. ... .| 2,157 £63,723 | 63,513 Q)] e 9.6 0]

Manulnacturers’ aales
BranChES. o o uomveuanon] 1,555 | 18001 |124,342 E;} m 6.4 E

Agenta and brokers ... [ 130 52901 2,00 )
Miscellanvons wholeaaling 1
ARENCIOS.wnanermnmrar| 163 | 402850 | 735261 () M

143,568 . 40

b

Total, coauemccmammaes 3005 I 3102286 | 268,292

1931z
Wholesale merchanls, .. . 2,186 359,824 ] 51473 | 15,955
Limited-Tunction whole-

P51 [11 3. [P, a4 5,013 1,492 A543
Manufacturers’ sales
briunches with atock. .. B35 618,271 | 52,45 | 27636
Manufacturery” sales
branches withont stock., e} 61,006 -4, 308 1,750
Agenta, brokera and mis-
cellnneous agencies. ... 31,074 208

Tobal e memannn L7528 | 116,235 | 56,102 | 54,143

113451

Wholeaple merchanta. .. 30,08 1 A5400 1 24,186 I .27

Wagan distributora. - 8501 03 EIE: 335

Manufacturers' sales :
branches with stock____| ™ 1,080,520 | 44497 | 33,540 | a0937

Agents, brokers, and com- .
mdgalnn merchants .o BA,563 708 378 i

Total- s caemmeemeecens ooty |11y | 5832 | sasio | 6 |

- ; _= s LD L G S |
Service nnd limited-func- i ]
ton wholesalers. .. 519,503 ‘ 52,500 { 20194 | 28364 | 11,1 5.6
[

Manufacturers® anles
branches withatock. ... 1,076,480 | 73,004 | 510 | 33,514 [ 3.7
Manufacturery' silea ol-
ficea without stock ..o 16 14,331 849 381 468 50
Agunta and brokera. ... 84 115,615 1,370 572 Ko7 1.2
Total.cvmmrcrcmenn] 3,576 | 1,726,019 1 132,842 | 69,659 ] 63,183 | 1.7 1

i Does not inclnde compensation to preprictors of nnincorporated businessea,
3 [hata not avallable

Abatractecl from Unlted States Census of Wholesale Distribution: 1929 (27); Unlted Statea Census of
American Business: 10337 Wholesale Distrdbution, Vol. 1, Summary [or the United States, 1935, 78 pp.
{Processed); United States Census of Business: 1935; Wholeale Distribulion, Val. 1, United Seates

Sammary, 1937, 136 pp. (Processed); amd Unlted Statea Cenaus of Wholesale Trade, 1939, (29},
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The average costs of wholesaling meat and meat products were dif-
ferent in the different census years. In 1935, the average wholesaling
margin was 0.9 percent of net sales, whereas in 1933 it was 10.2 percent,
and it 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 whelesale distribu-
tion are in relation to velume and therefore are not greatly affected by
the changes in the value of the product. When expressed as a percentage
of net sales, the cost of distribution is relatively high during periods
when prices are low, and relatively low when prices are high.

Wholesaling expenses, when applied to the same method of distribu-
tion, as shown by the Federal Trade Commission study and by the
Census of Business, agree closely, In the Commission study, the expense
for wholesaling meat by the four large packing concerns that sold prin-
cipally through Lheir own branch houses was 6.6 percent of net sales,
This compaves with 6.8 percent of net sales made through the packers’
hranch houses and through their own sales offices without stock, as
reported by the Census of Business. Attention should be called to the
fact that aithough the expenses apply in general to the same method of
distribution, the number of plants involved, and the classifications used
in the two studies are not identical. In the Commission study are included
all sales of the (our large concerns, which represent 95 percent of the
vilue of the products sold by the 30 concerns for which data were included
in the study. Tn the census report are shown the expenses for sales made
through branch houses only as reported by all packers that used this
methed of distribution.

lixpenses for wholesaling, according {o the Commission study, also
varied consitderably among concerns that used different methods of
thistribulion, Packers who sold prineipally to retailers had expenses of
t0.8 pereent of net sales, those who sold principally to wholesalers and
retailers 8.8 percent, and those who sold principally through their hrokers
and manufacturers’ agents 6.7 percent of net sales, compared with 6.6
percent for the companies that sold principally through their own branch
houses,

MARCIN IN RELATION TO YOLUME OF BUSINESS

The margin {or distributing meat and meat products by wholesaling
concerns that render about the same service tends 1o vary with the volume
ol business handled, This may be noted from data reported by the
Census of Business showing the expenses as percentage of net sales
for 2,340 service and limited-functions wholesalers of meat that handled
produets vatued at from less than $10,000 to $2,000,000 and over in 1939
{table 39) (29). The average cost of wholesaling meat and meat products
by the concerns selling $2,000,000 or more that year was 9.6 percent of
net sales. The percentage margin increased as the volume handied de-
erepsed. Coneerns wilh average sales under $10,000 had expenses amount-
ing to 21.6 percent of net sales. Small concerns generally manufacture
relalively more sausage than large concerns which may account to some
extent 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
hetween the cost of distribution and the volume of products handled o
also applies to other types of wholesalers.

TAsLE 39— Operating expenses of 2,340 wholesnle merchants in meats and provisions,
by size of business, 1939

Expenses as percentagee of
Tatal Total tet aaley

. Hatub- Wet  |openitingl  pay
Buatness-size group |l d ol expenseat  rolls Other Salarics
Taeal \\*?1;;(1}51 Other

1000 2,000 1000 1,000
Number | dedlors | dolfurs | dollers | dollers | Pereent | Pereent | Pereent

$2,000,000 » 19 | 57,605 5,528 2,747 2,781 2.6 4.8 4.8
81,000,004 56 | 75,413 6,807 3570 3241 9.0 4.7 1.1
£500,000-§ 162 (111,383 | 11,180 5,006 5,181 1.0 5.4 4.6
$300,000-- 237 01,700 13,838 5,710 5,10 11 8 a.2 5.6
200,006 - 220 | 58,B60 6,60 35806 3.383 11.8 &.1 5.7
$100,000- 137 | 62,656 8,015 3,507 |, 108 12 8 6.2 6.6
$50,001)-§ 190 | 35,752 4,501 2,142 2,151 12.8 6.0 6.8
310,000 8. 501 | 16,122 2-Hi¥ 1,009 1,308 TR 6.2 8.7
Untler $10,000 Ly G86 148 4 1t 2.6 6.9 14.7
All groups eoinbined. 24K | 510,276 | 56,505 | 2872w | 27,77 11.1 5.6 5.5

! Salarles and wapges inglude payments to execut[ves of corporations but nuk com pensation to proprietora
of nnincorporated bysinesses,
Ualted States Burcau of the Census (29, p, 05),

Itenis or Cost Comenrising Marciv .

About one-hailf of lhe costs for wholesale distribution of meat was
made up of pay rolls (salarics and wages), according to both the Census
of Business (table 39) and the study by the Federal Trade Commission
(1able 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 secgregated. 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 distribution of 6.8 per-
cent represented profit, namely 1.8 percent.

A more detailed break-down 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 operaling 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 nct 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 olher 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 AFFECTED BY SEVERAL FACTORS 9

The cost of distributing meat and meat products wholesale by packers
varies considerably, being affected by several factors. The schedules
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TanLe 40~ Distribution aof eperaling expenses of 741 whelesale merchanls i meals and
provisions, by size of business, in excass of $100,000, 1939

| Opernting expenaed as pereentnge of net salest

Estnblish-]  Net

menks | aades Admin-| Sells | Deflvs | Ware- | Occu-
“Total [lwtrativel ing ery house | pangy | Other

Business-size growpa

1,
Number | dollurs § Percent| Percent; Percent| Percent | Percent | Percent ) Percent

1, 0000 a il overo_ B L] 0,813 | 105 1.2 2.2 1.9 1.3 l.& 1.3
S50, 000- §uuy, 000 __ 119 8526 10 5 9 2.4 17 1.3 1.7 N
SR -S409,900, __ 173 67458 1 11.6 2.9 2.5 1.4 1.4 2.1 8
S200,00H; -5209,9090 147 36,285 115 3 g 3.2 2.0 1.2 1.3 K]
100, 0005 109,849 L, 253 36,903 i34 a2 J o 1.9 1.0 1.6 1.7
ALl pgrenipy
combined, .. 1| 344,005 1.4 3.7 2.6 14 1,3 t.y 1.1

1 Uperallng expenses lnelude ne compensation for active .propriclurs uf yanlucorporated Lusinesses,
Unites] States Bureay of the Censuy (29, p. 106).

below indicate the ranges within which the cost of wholesaling by meat
packers ordinarily may be expected to vary according to the channels
of trade, and the kind of product handled.28 These schedules are rough
composiles of trade opinion and research studies made by meatl-packing
concerns. The main reasons for hese variations apparently arc that
both the channels of trade and the kinds of product sold are closely
associaled 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 discussed together instead of in separ-
ale scctions. The cost per hundredweight of distribution aecording to
the different channels of wholesale trade and the kinds of products
handled, arc as [ollows:

Channels of trade: Dotiars
{ar and truck londs seld through brokers ........ov..vehe ... Upto§ 12%
Large lots sold [or local delivery ooooyoiivanas et .» $0.25 to 0.50
Wi l-call sales from packing-liouse coolers ......ooviivuians Shto 75
Ordinary car-rotte operidion ..o, vvieirvrianr e . J5to 100
Ordinary local branch-house operation ........ eeirraraaaees 1.00 to 1.25
Smati-order peddler trucks ........ everrererins Ceraenne 200 1o 225

Kind of product:

Careass beef, veal, and lamb .. ovivvnriniiiii i iiiaanes S0 to 75
Fresh pork cuts, variely meats, ete, ,.ooovinans thrsesneniess. 10010 125
Diry-salt Menls oooiiiiiiainiinaniin e, eiramaenes 50 o 100
Stoked meats ..... e rreareeas Crearaaes e 1.25 to  1.30
Cooleeel meals oouvvue i iieinnss e e vives 150 to 200
Sausage and other manufactured specinlties ... .. b 200 to 2,50
Tard andd shorlening ..., erveneraaean e Shto 75
Touliry, butter, cheese, ele. ....... PP 100 to 130

The above expense ranges include local delivery (except as otherwise
indicated) but do not inelude fong-distance over-the-road transportation.
This, of course, is a part of the wholesale distribution cost, but it varies
considerably by gepgraphic arcas. Products moved from the Middle West
to the Pacific Coast may eniail a transportation cost as high as §3 per
thundredweight. From the Middle West to the Eastern Seaboard the
average transportation cost is from $1 to $1.50 per hundredweight for
fresh meat and somewhat less for cured meat and lard. The average cost

3 Egtimated and verified by members In the pecking industry.
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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
sules pass through the hands of secondary whalesalers and thus involve
further wholesaling expense hut substantial quantities move direct to the
larger retailers,

Locally distributed sales may involve low wholesaling expense when
large purchases are made dircet from a meat-packing plant. Delivery
charges for truckload lots to a single destination involved an expense of
ne 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 cenls to 15 cents additional, giving a total wholesaling expense of
less than one-hal{ cent per pound.

As the size of the order diminishes, the selling cost per hundredweight
15 likely to increase. The delivery cost per stop is nearly the same regard-
less of the quantity delivered, the sclling 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 is higher for a
small order than for a larger order.

Distribution by car routes and through branch houses generally involves
arders of varying sizes. A car route serving a scattered area, with deliv-
eries 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 of over-the-road trans-
portatton) of from 75 cents to $1 per hundredweight. Local branch
houses serving a more limited arca may be called on for more frequent
deliverics and therefore may handle somewhat smaller orders, averaging
perhaps 75 to 150 pounds, with a distribution cost of from 81 to $1.25
per hundredweight. The comparatively lower cost of distribuling meat
products by car routes rather than (hrough branch houses apparently
may be accounted for largely by the difference in the size of the unit
sale, and the service furnished by the whalesalers. In the case of car
roules, the dealer must place orders further ahead and in somewhat Inrger
quantilies, he does not have the epportunity to fill gaps in his stock on
short notice, and some of the products may come to him in slighily less
fresh condition than if distributed from a local branch house in which
some products may have been partly processed.

A type of distribution invelving relatively high cost per hundredweight
ts the pedidler truck which is operated by a driver-salesman who sells
specialty products 1o small dealers, delicatessen stores, restaurants, etc,
from a stock carried on the truck. The average order may be not more
than 25 pounds, and the average selling cost may run as high as $2 to
$2.50 per hundredweight. o

Varipus kinds of packing-house products Involve R'al‘ying distribution
costs, depending on their nature and on the size of the unit of sale in
which they commonly move. Carcasses af dressed beef, veal and lamb,
dry salt meats, and lard, commonly are sold in rathee substantial units,
involving a minimm of handling and seiling elfort, At the other extreme,
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items like sausage and cooked meats commonly are sold in relatively
small units, and require cxtensive sales promotion and other distribution
cxpenses. Fresh pork cuts, smoked meats, ponltry, and dairy preducts
cecupy a middle ground. Since all these products commonly are sold and
delivered iogether in combination orders of varying characteristics, an
exact calculation of the cost for individual products 15 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
1s rendered. Cn the other hand, costs are high for products where the
unit of sale is small and where a relatively large amount of service is
furnished. The varlation 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.

MARGIN AND COSTS FOR RETAILING MEAT

Retail meat dealers operate in all parts of the country and play an
imporlant part in the distribution of meat. They constitute the final
link through which the products pass from the producer of livestock to
the consumer of meat. Meat dealers perform many varied services, the
payment for which constilules about one-half of the aggregate margin
absorbed in the distribution and processing of livestock and meat.

MEeTiHobs oF OPERATION AND SEnvicEs PERFORMED

The distribution of meat to consumers is principally through retail
meat markets and combination stores {grocery and meat}, although some
is sold throngh general stores. Only small quantities are sold directly to
consmners by producers who do slaughtering. The retail meat dealer
generally buys carcasses, or parts of carcasses, from animals slaughtered
m commercial packing plants. The meat is obiained from wholesale
departments at packing plants, from branch houses, car routes, truck
routes, or from brokers. The purchasing by retailers of carcasses from
Farm-slanghtered animals, and the buying and slaughtering of animals
had been largely discontinued by the beginmning of World War 11, except
in cerfain sections, During the war, however, there was a definite increase
in this type of slaughter.

The retail meat dealer cuts the wholesale products either according to
an adepted standard or according fo 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
vartety of services performed by the retail meat dealer, but it must also
allow for losses in weight of the product due to waste from cutting,
trimining, and boning, and from shrinkage through loss of meisture
while held under refrigeration at the store. The services performed by a
mcat dealer include the maintenance of a retail market with storge and
display refrigeration facilities, wailing on the trade, cotting, trimming
and preparing cuts, and grinding meats., Some stores provide credit and
delivery service; others are of the cash-and-carry type.
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The loss in weight of carcasses or wholesale cuts resulting from
(heir break-down inlo cuts to meet the requirements of the retail trade
is penerally considerably greater for beef than for other kinds of meat,
primarily because more boned cuts are produced. The degree of waste
and shrinkage varies also with the method of cutling. A beef carcass of
Goed grade, cut according to the “Chicago style,” which is virtually the
method of cutting adopted by the Office of Price Administration for
price-control purposes, protluces about 82.7 percent of micat and 17.3
percent of waste and ohrinkage (including suet, cod, and shop fat)
(table 41) (§)**. The same grade of Deef carcass if cut according to the
“New York style” yields about 80 percent of meat and has about 20 per-
cent waste and shrinkage. Waste and shrinkage is greater for beef car-
casses of Iow grade than for those of high grade, unless excess fat is
arlded.

Tawts sHo —Fietd of bref carcasses of different prades, cut by different methods

Cliicase style of cutting i XNew Yark style of cutting
IPartn Tt .
Chalee Gouod - Metlium ¢ Chaieo Good Aledium
arade  grade frathe prade | griude grade
B ETEEEe \
L Fereent i Percent - Poreent Percent Percen? Percent
Trimined retall cuts 6R. 1 ns 726 G5.0 67.2 68,9
Lean tritmainga., 102 J8 38 1.} 3.0 3.K
Stew meat aml kidnoy: A4 44 0.2 90 ] 1.5
Suet, cend, aind shop .. R LI 7.0 34 1 6 6.8 3.4
Waste anel shrinkage. .. . w1 10.3 1.0 11.1 1.9 13.4
T | o ’ 100.0 [ 100.0 | 100.0 [ 100.0 ‘ 100.0

Edingrer, see footnote 24, p. 72,

‘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 bened, which accounts for the relatively
smaller proportion of waste than for beef, veal, or lamb. Meat held in
the refrigesator dries out, and this shrinkage in weight must also be taken
inlo account when ¢stablishing retail prices of meat. Based on these
percentages, the average retail waste, cutling loss, and shrinkage of all
meat sold in 1939 is estimated at about & percent.

The extent to which meat loses moisture in the retail market depends
on the length of time it is held, lhe condition of refrigeration, and the
kind of meat involved. Meat with high moisture content shrinks under
the same condlitions at a greater rate than meat with lower mwoisture
content. The cutling shrinkage, ¢ven when no frimming or boning is
done, probably is about 1 percent of the weight.

Trimming lasses are ol two kinds, the removal of inedible parts that
have virtually no vaiue, and trimming that are edible but are of lower
“value than the value of the retail cut. [ feavy beel has a larger percentage
“of waste fat than the beel of lower grade. What trimming losses will be
depends on the extent to which a cut is trimmed, and on the use made
of the trinumings. Doning maleriaiiy reduces the weight of most cuts, and

P Edisger, Arthor T, Meat Cuotting and Pocing Methods, U, S, Agr. Mkig Admin, 40 .
s, 1712 {Proegsseib.)
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the price of the boned meat per pound needs to be increased as a result.
(Sec 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 degree of finish, the reduction in weight of
meat due to boning depends to that extent on the quality of the meat.
The salvage value of the bones removed in a retail market is low.

NUMBER AND KINDS OF STORES IN OPERATION

Tn 1939, a total of 229,394 retail cstablishmenis handling meat were
reported by the Census of Business (table 42) (28). Of these, 42,360
were meat markets (including fsh), and 187,034 were combination stores
(groceries and meats). Ninety-six percent of the meat markets were
independently owned, and 4 pereent were owned by chains, Of the com-
bination stores {grocery and meat), 89 percent were under independent
ownership and 11 percent under chain ownership. On the basis of the
value of sales, c¢hain ownership is relatively 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 Lhrough meat markets.

TanLr 42.—Number of stores and value of sales of meal markets {inchnding fisky and
rombination stores (gracery and meatd, by type, in the Uniled States, 1032

i !

Storvs . Sales
- [ - o e —
‘ Vaiue ! Percontage
Type of morket \ Cenlination ™ - : I
Meat 1 meat- : P
e PR Comhination ;Combination
markets ";{’:::; Meat et Mueat feat-
markety arucery narkets grogeary
StOres stores
f 1008
Napatier Nuntber dollirs dodlurs Percent Pereent
Independents. .- 48,755 166,777 673,536 3,384,226 89.7 6.6
[ o771 {1T 1.603 20,257 71,261 2,112,002 0,3 LE
Totiade o uas 42,360 l 187,054 756,797 5,496,314 16630 nn g

United States Burean of the Ceasus 28, pp. 871, 873).

Both meat markets and combination narkets {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 annual sales of $20,000 and over, but only 23
percent of the independent markets had annual siles 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-
pentlent markets,

Independent retail markets, both those that handle meat only and
those that handle meat and groceries, have met keen competition from
chain stores, The chaln-store system, where a number of scattered stores
are under single ownership and operate under centralized management,




74 TECHNICAL BULLETIN NO. 932, U. S, DEPT. OF AGRICULTURE

Tante 43.——Size of independent and chain sneat markets in the United States, 1939
L
INDEPENDENT MARRETS

Annua Sales Meat — fish markets | Combination stores
{gracery and meat}
Number Numbor

Less than $16,000 .. 19,170 65,879
310,000 to $19,999 . 12,335 51,290
320,000 to $20.9%9 | 3814 18,673
$I0,000 to $49,999 .., 3,243 18,150
$30,000 and over 2,193 134776
Total, ..... P PR 40,755 166,777

CHAIN MARKETS

Leng than $S10,000 oo.y.vivnerrnrinnns PO 156 466
510,000 ta $ 10,000 et 284 742
$ 20,006 1o § 20,009 . deeaeirr s terameiao 267 1,299
F 0008 to 3 4909 L iiienas Veran . 357 3,777
$ 50,000 to £ 9900 L it 05 7,524
$100,000 to $299.090 ,......... P . 137 5,269
$300,000 and over L........ P e 9 1,140

Total........ e 1605 | 20,237

United Sintes Burean of the Census (28, pp. 671-672, 675, $74-873).

apparently has some advanlages, particularly in buying, over indepen-
dently operated stores. Large quantities can be bought and the products
distributed econornically ameng 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 World War I1. They were mostly
under chain ownership. They often took substantial business away from
the smalier community stores.

Services rendered by retailers who handle meat vary greatly. Many
stores are now of the cash-and-carry type, whereas others furnish both
credit and delivery service. The cash-and-carry features apparently are
relatively more common ameong chain stores than among the stores tinder
independent ownership. The nature of other services rendered by the
meat dealer, such as trimming retail cuts and boning meat varies consid-
erably among markets, and this naturally affects their operating margins.

SELF-SERVICE RETAIL MEAT MARKETS

Some self-service markets for sclling meat at retail arc now being
operated. This method of retailing meat has heen 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 siore. At stores where a large volume of meat
is handied, meat cutters can devote their full time to cutting and preparing
retail cuts. When using professional meat cutters in this way, the cost of
labor is reduced if clerks without meat-cutting training keep the seif-
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 lo 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
self-service stores, it will require refrigerator display and holding cabinets
that are suitable for dispensing mcat and for keeping the foads frozen.

PRODUCTS IHANDLED AT RETAIL MARKETS

Meat markels handle other products as well as meat, such as poultry,
fish, other sca food, butter, cheese, milk, and eggs. According to the
Census of Dusiness, meat comprised 96 percent of the tolal sales at
meat markets in 1939, At combination stores, Lhe sale of meat represented
about 28 percent of (he total sales. The rest was made up mainly of
groceries, fruils, vegetables, and dairy products. It is estimated that of
all meat sold that year, 68 percent was handled in combination stores
and in other grocery stores that sold cured meat. 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.

MarciN For RETAILING MEAT

The many different cuts obtained from a carcass sell in the retail
warket at prices that vary widely. In general, the different cuts are
priced on the basis of their anticipated consumer demand. As different
parls of the carcass sell at different prices, it is not possible to determine
directly the retail margin for individual cuts but the margin can be
delermined for all cuts combined by deducting the purchase value of the
carcass from the combined income from all salable parts of the same’
carcass or wholesale cut,

The retail margin of a carcass or wholesale cul of meat is the differ-
ence belween the cost to the retailer and what he receives for it. It is the
compensalion for the use of facilities and equipment, for preparing the
meat, and for mervchandising the product. It also must allnv for the
shrinkage or waste Ut results from cutting and handling. The prepara-
tion of the meat involves the services and facilities for hreaking up the
carcass or wholesale cut into cuts suitable for the relail trade, trimming
(he cuts, boning, and grinding meat, keeping it refrigerated, wrapping,
displaying, and maintaining the store and equipment, Other services are,
waiting on the trade, and providing delivery and credit service.

AVERACE MARGIN ror 1949

The average margin for retailing meat i 1939 was estimaled at 24 per-
cent of net sales (lable 44). This margin was based largely on reports
of two studics of costs of retailing meat in 1939 weighted by the number.
of stores involved (17, 18). This agrees closely with a retail margin of
2.5 percent of the sales value of meat derived hy cstimating the retail
margin for 1939 en the basis of two extensive surveys made by the
Burcau of [Labor Statistics for the Office of Price Administration in
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August and October 1942.% The retail margins in 1942, as shown by these
surveys, was carried back to 1939 by adjusting for the trends in the
wholesale and the retail price quotations that had prevailed during that
period.

"TABLE dd—Gross margins, operating costs and profits for retailing meat, 1939

Items Study by

Average
all

stores

Sludy h
Mi:chtl{
(128 stores)!

Lindguist
{36 atores)?

Percent

Percent

Percent

Net eales .oouvivanas e 100.0
Cost of gooda sold Cras X 76.5
Grosa margin ...
Tatal expcnses .
Salaries anrdl wages
Rent or octypancy
Advertising ..., b batiarrasiaae et
All other expenses .
Ncet profit ...vvnnvsns

et T B %3 3

Slew, whoaes
E-RR=E kT2 1A=

b b

S|rma, wain
0| Bl DO

P

v
Lo

Stock murnpver {LiMes per Foard.oooieeerranaace-

1 Mitchell (18, b 27}
A Lindgquat (17, p. 9}

Operating expenses in 1939, as shown in the table, comprised 22 per-
cent of net sales, and profits 2 percent. Salaries and wages were the
most important of the operating expenses, and amounted to 14 percent
of the net sales. This was equal to 38 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 nieat
are meager but some 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 23
percent of the cost price is equal to a margin of 20 percent on the selling
price. A 30 pereent mark-up on cost is equivalent 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 average margin of
24 percent of the sclling price, derived in this study, is equal to an
average mark-up of 31.6 percent of the cost price of the meat.

The study by Mitchell (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 1930, Of this, 21.7 percent was
composesl 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 other 29 percent. For the profilable stores, the gross
margin was 24.2 percent of net sales, and for the unprofitable ones
20.0 percent (table 43). The stores in the profitable group had an average
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-

13 The Durcau of Tabor Statistics survey in Angust 1942 included 8,294 food sties in 33
primary mhes in the United States and the etober 31942 survey included 11,237 food stores in

36 primary and secondary cities, Mast of the stores included in these surveys reported prices
BIL Mmeats,
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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 cash), and 57 percent provided open credit (10 percent or
more on charge account).

Taw e 43 —Operating and merchandising ratios of 138 retail meat markels in the
United Stotes, 1939

Profit and loss statement i All concerns I'rofitable Unprofitable
conterng concerta
|
Prereent Percent Percent
Net stlet ... uiaiaa Veadeanrareean Greeranans : 190.0 00,0 180.6
Comt of goads 5ol .o v i it 76.5 75.8 20,0
Groas margin (pereent of 3a)es)cier i . 233 242 2.0
Total eRPENSE . 1 vierimiraaeiinna [ M7 20.0 214
Lataries, owners amgd officers ........ [ ig 7.1 8.3
Wapes, all other employers vooivivneriinnnn. 6.2 5.2 3.8
Oeeupsney exprense (92 pereent of concerus
rewmingd ..., Paraieras Nrd e e, 3.0 2.9 3.1
Adverhising g 4 3 .7
ad debr fasses . rtsatamertiarariasan 3 .3 2
Al other expense | . 4.6 4.1 3
Profit oF M55 .« iuiieqancninnccnrars o 1.8 3.3 {5 1.3
Heabized mackup (percent nf cost)... e 0.8 12.8 25.0
Inventory wrn-over (LIS J0T YUAI) caiva-cueas 30,8 | 539 46,5
 Loss,

Mutchell, (15, p. 27},

The study by Lindquist {17), covering 38 representative refail meat
miarkets Jocated in different parts of Chicago, showed a gross margin
of 26 percent of net sales in 1939, The average operating expenses for
these stores was 23 percent of net sales, and the average profit 3 percent.
This study included cash-and-carry, and credit-and-delivery markets, the
former lype predominating, The stores varied from I-man to 18-man
markets with annual sales ranging from $11,976 to $275,417. The average
sale per store was $45 446, and the average stock turn-over was 38 times
during the vear.

Other studies by Mitchell ({8) show that in 1939 the average margins
were 19.2 peceent of net sales for combination stores, and 18.4 percent
for grocery stores, compared with 23.5 percent for meat markets. But
the expenses or margins for operating the meat department and the
grocery department of combination stores cannot be ascertatned from
these comparisons,

However, a stuldy of 23 general stores for which the margins on
sates are shown by departments reveals that in 1939 the average margin
for the meat department was 29 percent and for the grocery department
Ifs pereent £194. This comparison also checks closely with the margins
for operating these two departments by three supermarkets in California,
as shown by the same study. The margin for operaling the meat depart-
ment was 29 percent of sales compared with 15 percent of sales for the
grocery depariments. As sales of meat require more sorvice than the
sale of groceries, the expenses in relation to sales are higher.,
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THRENBS IN MARGIN

The gross margins, expenses, and profits of a representative group
of retail meat markets loeated in different parts of Chicago are available
for the li-year peried, 1929-39 (16}). From 3 to 50 markets were
included in 'm-iving at the averages each year. The average gross margin
ranged from 224 percent of sales in 1929 (o 29.2 percent in 1932 (table
46). QOperaling expenses, which made up most of the gross margin,
when expressed as pereentage of net sales, were relatively large when
prices were low, and refatively smaill when prices were high, This comwes
about through the fact that when prices change some operatling costs
cither remain the same or change less than the change in prices. Between
1929 and 1932, the lotal expenses per pound of product sold declined
from 5.8 cents to 4.3 cents, but the price of the product dropped from
31 cents per pound to 16.3 cents per pound, The result was that the
total expenses of 189 percent of sales in 1929 increased to 26.6 percent
of net sales in 1932, When prices declined the retailer’s operating ox-
penses declined relatively less; therefore the cost of doing business {in
percentage of sales) increased and this required a higher pereentage
spread, Mowever, it does not necessarily follow thal a wider margin 1s
always realized when prices are declining, as refnilers may be forced to
operate on a smaller net margin or cven at a loss for limuted periods.

Tanne J6.~Gross murgin, operafing expenscs and profils as percentage of net soles for
retafd meal markets in Chicago, by yeors, 1939-39
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Limdgnect - 04, p, 711,

The severe drought in 1934 resolted in heavy liquidation of livestock that
year, but the volume of marketings dropped sharply by enrly 1933, The
smaller voluine of product caused prices 16 advance, and the margin per
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pound of product increased somewhat but the reduced tonnage of meat
handied Jargely accounted for the smali profit that year. The more
Tavorable supplics of livestock and the improvement in gencral business
conditions in 1936 helped to stabilize the meat industry. Tounnage sales
mereased so that, even with slightly lower wholesale prices, retailers were
able {o increase theie margin and their dollar volume, and 10 absorb the
higher costs of wages, rent, supplies, vie., without increasing their per-
centige cost of doing business. Conditions from 1936 to 1939 continued
about the same,

A marked change which took place during the li-year period was
the sharp reduetion in the number of times the slocks were turned over
per yeur. In 1929, the stores included in the study had an average stock
turn-over of 73 times per year., This decreased rather regularly during
the period, © 60 Umes in 1932, 48 thmes in 1933, and 38 times in 1939
The eelalively smalt sock turn-over afler 1933 was associated with the
gh wverage merchandise inventories nrimtained, compared with earlier
years, Prolits vavied from a low of 1.8 percent of net sales in 1935 to a
high of -L3 percent in 1930 and 1931,

A comparion 6f gross margins, expenses, and profils for the retail
istribution: of meals i the 10-year period, 1925-34, may be made from
an extensive shedy by Tolin and Greer (2/1). The price of meat remained
velatively high from 1925 1o 1929, bui the depression brought a decline
the following year which continued untit 1933 (tauble 47). Prices ad-
vimeed sonme 1 1934, For the d-vear period, 1925-28, the average retail
price of meal was 25 cents per pound compared with an average price
of 163 cents per pound for the d-year period 1931-34 The average
wholesale price for these two pericds was 194 cents per pound and
1L conts per pound, respectively, The average gross margin changed
from 5.6 conts per poumnd in 1923-28 10 4.9 cents per pound in 1931=-34,
As the changes in the retail and wholesale prices between these two

Tastk J7. -Comparison_of marying in cenls por pond and in percentage of relail
tafue of detfercal Alds of meat for e two deyear periods, 1925-28 and
FLE Y BRY

i Margin for retaiting
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periods were not proportional, different percentage margins resulted.
‘The average gross margin was 22.4 percent of net sales in 1925-28, and
30.1 percent in 1931-34. Wage payments were cqual to 12.0 percent of
net sales during the first period and 166 percent during the second
period,

Data on gross margin and operating costs of relail meat chains are
also available for 1933 and 1934 by the Bureau of Business Research
of Iarvard University (lable 48) (21). For 1934, ximitar data are also
available for meat sides (departments) of combination chains. For retail
meat chains, 5 companies with 83 stores were included in 1933 and
6 companics with 127 stores in 1934, For meat sklos of combination
chains, data were available for 21 companics with 4,943 stores. The
average sales per meat market was $40,558 in 1933 and $49,656 in 1934
and per meat side of combination chains $21,813. The gross margin for
meat markets the first year was 30.2 percent of net sales, and the second

Tavre B —0peratity resulls of retail mcat chains, 1933 and 93, and of wmeat
sides of combination chaing, 1931

[Median fgures; not sales == 100 percent]

Retail meat chains Meat sides of
Ttem . combination
| | elains
[EAE] 1931 1934
Number Nuntber Number
L T : 5 6 21
SIGFES v airvnirnsaaariiaanacn e 3] 12 4,043
Apggregate net valul ... .iiei e aiaaa s 33, 0.8, 0} $4,201,0100 | $120,757.000
Average sales per store {mediand. oveierneninen. 5 40,538 $ AGEG | 3 21,813
Poreent Percent Pereent
Nev cost of merchaadise sokb.,.....iiliiila. £9.80 73,56 73.15
Gross margn ..., PR beeririraaanas betenean 30.20 264 26.85
Store exjenses:
Salazies and wages oLoiciaian, N Veenaa 15.30 12.96
Fenancy casts (Onelnding depreciation of
majar nnpeovenents) ... P rra s 3.09 3.29
Bepreciation of fixtures amd equupinent. .., .. 26 1,57
Light, hear, water, power, aml refrigezation, .. i 1.73
Bupplits  caiieiiriieenans Cesraraianiaan Veue 1.2 1,22
AMvertising  o.evoniiiiisinaiians . 1.0% (O
Tnsurance {extept on real eataced, ..o .. 23 LA
Vaxes {except on real estate podd e tix
On PCOME) Liiiieinaiednes e e i )
Miscellaneuus exXpenses . o.iiiiiiaiiriniaaas : ! (&)
Tolal expense before intevest..........,. . 1 (&)
Total interest (including interest op net ! { .
worth) sovoiiaaan e et aaa e ; a5 53 [
Total expenacs {ncluding inrerest. ..., .. . 3N,58% 28.25 &)
Net 1083 vuunras e assmatitiotraanatiateian ¢ 070 67 (%)
Net other IMCOHE ovh seiverairnaisneneanns | 83 1 63 (€]
L [N

¥ Medion fignres give egual weight 1o each chain irrespective of salex vo
stores, s all the medans were set nndependently, the fizxures for the seve

expectrel lo Lte to the tedpective tolals.

? Uignres for this item were not reported by all ihe firms in the groug,

* Included with miscelianeons cxpenses,

' Ineludes communication, traveling, and tneln-wafied.
¢ Taclutfes communication, advertising, taxes, and unclassified,
41t is Tmpassible 1o wive these Jatn becawse the chainy, in reporting, did net slloeate admin.

e ————

Inme or number of
ral ilemsd eannol be

istrateve, general, warghouse, and all wiber expense to the stores or sides, respeetively. Tt does
oot seem desiruble o imp'y that such expenses should be distributed - on the basis of saics,

Schmalz 22, tables 24, pp. 1=
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year 26,4 percent of net sales. For meat sides of combination stores 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 0.07 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 sludy by Lindquist of retail meat markets in Chicago and the
Larvard University study of meat chaing show virtually the same gross
margin in 1933, However, the meat chains had higher total expenses than
the meat markets, as they incurred a loss instead of a profit, For 1934,
the Lindquist study showed a gross margin of 26.3 percent of net sales
compared with 2487 percent for the Harvard University study, The total
expenses belore Interest was allowed was about the same in the Lwo
studies,

VARIATION IN MARGIN AMONGC MEAT FROM DIFFERENT SPECIES

Retail margins are not the same for the different kinds of meat.
The margins, based on the study by Tobin and Greer (24) are shown in
table 47 for the (wo average -b-year periods, 1925-28, when meat. prices
were relatively high, and 1931-34 when meat prices were relatively
tow. During the bigher-price period, the average retail margin hased on
the sclling price, was 30 percent for beef, 37 percent for veal, 15 percent
for pork wnd lard, and 23 percent for mutton and lamb, During the
lower-price period, the average retail margin was 35 percent for beef,
42 pereenl for veal, 25 percent for pork and lard, and 33 percent for
multon and lamb,

The difference in the retail macgin of various kinds of meat largely
refleets the amount of processing and the amount of service furnished
at the retail market, The refail margin for pork is relatively low as most
of the processing—such as culling, curing, and smoking—are don: in
the packing plant. In the case of beef, veal, and lamb relatively more
priscessing s done ab the retail market. The preparation of retail cuts,
involving trimming amnd boning in addition to culling, varies greatly
among diiferent meat dealers, and among cities and regions. The boning
of meat greatly affecls the retail margin, In addition to the labor involved,
the removal of bones decreases the weight of Lhe salable meat, which in
turn increases the relail price per pound of meat, The effect on the
retall miargin from such services as delivering the meat to the home and
providing credit service to customers probably will be generally applicable’
16 meats of all kinds,

A study of the consumers’ cost of meat, the retailing, wholesaling and
processing margins, and the returns to farmers, for the fiscal year ended
ithout November 2, 1935, was made by the Federal Trade Commission
{33). This study of margins was based on retail and wholesale prices
derived from reports of the Bureau of Agricultural Economics and the
Burean of Labor Statistics, and other market reports. The margin shown
was the difference between the price received by one agency in the
process and the next such agency. This method differed from the other
studies referred to which were based on data on margins obtained from
aperiting coucerns.
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As shown by the Federal Trade Commmission 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 retail channels, the average
margin for these megts combined, when weighted by the quantity of
meat sold in the United Stales, would be abowt 27 percent of the sales
price.

These marging are considerably higher than thase shown for that
year by Tobin and Greer, and by Lindquist., Possible reasons for this
may have been that the prices used were [or grades of meat sonmewhat
better than average quality, or that the retail price series that were
developed were heavily weighted by cuts of meat of relatively high value.

VARIATION IN MARCIN AMONG CUTH OF MELEAT

The retail margin varies among different culs of meat obtained from
the same species of animal. This variation is shown by information
collected by the Burean of Labor Statistics in the siudy of retai] food
margins made for the Office of Price Administeation in August 1942.2¢
The margin for whale smoked ham was 131 percent ol the retail selling
price, and for sall pork bellies 244 percent (table 49), Included in the
table are only the pork commodities, smoked whole hamy, sliced bacon {half
potind package), salt pork bellies, and refined fard, (1 pound cariou).
These were all sold retail in the sane form they were purchased whole-
sale by the dealer, except salt pork which was sold in smaller picces but
prebably at a wniform price per pound. For beef, veal, lamb, and some
pork cuts, the wholesale product cbtained by the retailer is lLrolken
down into several kinds of retail cuts, which probably sell at several
different prices. To compare the price of a specific cut with the whole-
sale price of the piece from which it is oblained, or to allocate arbi-
trarily o different wholesale price to each such retail cut and compare
it with the retail price of the ecut, would have litlle significance,
TanLe d0—-clvcrage gross relail juarging for severel pork cuts, and lard, all b pes

of wlores combined, focafed fn 25 citics in the United Stgles, weeh ended
Aungngt 18, 19431

Margin?
. Average Average
Commadity selling price  }invoice price terven age
per pom] per pokd Per pound P

selling price

Crais Cents Centy Perecint
Iiam, whole smoked . ....oiiioin 38.9 kLR 5.1 131
Racon, sliced, half pound package, 216 17,3 43 - 19.9
Salt pork hellies ..vuviviiiiiene, 2.0 0 6.6 244
Lard, refined, @ pound ¢acton, ... 13.0 15.2 2.3-] 15.6

' Includes independent stores of various sizes, supermarkets, and eorparate chains,

T These gross marging, based on the difference between the sellin

price per pabgnl and he

inveice price per pound, do not make adjustments for spoblage, shrnﬁmge I weight due to loss
of meoisture, and trimming of slale onts.

Data obtained in the study of retail foed mnr
the Office of Price Administration, (Unpublishe

VARIATION IN BMARCIN AMONG TYIPES OF STORES

li;i)ns wade by the Burean of Labor Stutistics for

The average gross margin for selling meat at retail is not the same
for different types of stores. The Bureau of Labor Statistics study

"0 See footnote 25, p. 76
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showed that, in general, average margins were lower for supermiarkets
and corporate chains than for independent stores (table 50). Among
the independent stores, the small one tended to operaie on lower average
marging than those of medium and farge size. However, the relation-
shpis among margins by different types of stoves were not the same
for the various cuts of pork products. In the sty by the Bureau of
Business Rescarch for 1934, the margins for retail meat chains and for
meat sides of combination chains were virtually the same (lable 48).

TanLe 50.-763'0.9":':-.'5'1::::1 miargin for frve purk products by different ivpes of stores
in 23 citivs in the United States, weck ended ngust 18, 1942

FHAMS, WHOLE, SMOKED, PER TOUND

e — —
" Slores Average Average . m:'Enrj,m
Tyire af stored inehaded seifing invoice Pereentage uf
price prlee Actuni scliing prive
Number Conts Cents - Cends Beveent
Endependent, small ... 173 3.2 Nz 5.3 141
lidepeadent, mieditg ..., 387 38 335 S 11,8,
bdependent, large . 27 a2 i85 59 14.6
SUPOTIECKEL vy vnvsnseass bl 384 3.8 .8 1o
varpoerate elion o, 201 34,3 N7 4.6 12.0
BACON, BLICEDR, W-TPOUND PACKAGYE
—_— ;
independent, small L, ... .0 - 215 234 18.5 1] 19.8
bdependent, molivm (... 13 219 18,7 52 2i.8
[ndependent, large oo nu. anz: 209 19,5 5.4 216
Supermirkel ..o .. 171 232 149 4.3 18.5
Corpurate chain ..., Naaes 247 23,3 13,3 4.2 18.6
SALT PORK, BELLIES, PER POUND
[ndependent, small ..., 113 24.1 18.4 3.0 24.3
Eadepemlent, meidivm | 176 272 18 7.6 27.9
{ndepeadent, laege ., 174 27.2 106 7.h 27,9
Supermarket L oiai0 .. 83 24.1 82 59 24.5
Uorporate ehakt ..., ., 183 4.7 18,9 5.8 23.4
LARD, REFINED, 1-POUND CARTON
[ndependent, small .., ..., 256 i%.7 5.3 34 18.1
[ndependent, mediom .., 276 1.8 15.3 3.5 18.5
Trlepeodent, birge oo, .. 233 8.8 5.1 3.4 18.1
Bupormarket ..., evaanas 114 16,5 1.7 1.5 112
Corpeale cRon o e s, 143 16,5 4.8 L7 1.0

' The stores are classified on the basis of type amd volume of sales i 1032, as follows:
Lddeperlent, small, wnder $20,000; independent, wediom, $20,000 but less tin $5,600;
indlepemdent, Inrge, 850,000 but less than $230,000; suprrmarkets (chain or independent) $230,000
o e per twlepetident atore, or average per unit of a chain in o given city; amd corporate
tham (3 nr vore units with eombined aunuaal sales of $500,060 or more} Raving average annual
s.iles pee o lesy than 3250,000. I avecage salvs per unit is $250.000 or more, the stores qre
vlasnificdd as superionrkets, The classifieation of supermarkets hy the Ofbiee of Price Administration
for pucpises of price regulation differs slightly From this In that 3t s based on sales of individual
stoves inalead of averape pec unit of the chain in a given ciy.

1 These gross margins, basel nn the difference between the selling price per pound anpd the
inveite prive por potmd, do not make allowance for spoilage, shrinknge in weight due to loss of
rgenstnre, and the trunmiog of stale cumts, If these sllowances were made, Lthe actual gross retaid
marging wonll be less than shown ia this table,

fased on unpublished data obtained in a study of retail food margios made by the Dureau of
Lakor Statistics for the Dffice of Price Administration for the week ended Awvgust 18, 1042,
Trems oF Cost Compmising Manrcin

Salaries and wages were estimated at 13.9 percent of net sales in
1939, which was equal 1o 58 percent of the gross margin for retail meat
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markets {{able 44). In the Mitchell study (17), salaries and wages were
cqual to 60 percent of the gross margin, and in the Lindquist study (15)
53 percent. In these studies, the labor cost included both the salaries and
wages paid the emploved personnel, and a reasonable allowance to the
proprietors as compensation for their services of buying, selling, and
wanagement. The most common amount allowed preprietors in the
Chicago study was 313 0 $30 per weck, but the allowances ranged from
835 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
vear on the total cost of fixtures, machinery, and eguipment. Where these
were acquired at high prices hefore the depression, the original cosis
were reduced o current replacement costs, and depreciation was com-
puted accordingly. Interest on the proprictor’s investment or equity was
not 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
by the payment of wages as wage paymenls comprise nearly 60 percent
of all operating expenses. Wage 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

Tanny S1—Retail margin in cents per pound sold al relail and perecutnge of retail
dollar, distribnted inio principal componenis, 1925-34

Value per ponnd sold at ret;‘:ﬁ
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Tobin and Greer {34, p. 88),
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meat prices are high than when they are low. In the study by Tabin
and Greer (24), wages roade up 63.5 percent of the total operating
expenses 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

Of the total margin for marketing and processing livestock and meat in
1939, the retailing function absorhed 49 percent and the wholesaling
function 12 percent. These figures are based on data shown in talle 3
and figure 4. The margin gaing ta meat packers for slaughtering and
processing was 30 percent. The marketing of livestock, including its
transportation, was ahout 9 percent of the total margin.

It is well (o keep these refationships in mind when considering. the
quiestion of reducing the margin betseen the price the producer receives
for livestock and what the consumer pays for meat. It does nat foliow,
of course, that a margin that is normally large for performing a given
function, is easier (o reduce than a margin that is normally small for
performing some other function. But it is obvious that a given per-
centage reduction is miore significant if applied to a relatively large mar-
gin than a smaliler cne. 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 cost of marketing
livestock. Conversely, a reduction of 10 percent in the cost of marketing
livestock would be equal to less than a 2-percent reduction in the margin
for retailing meat,

The marging for marketing livestock and meat largely depend upon
the channels through which the animals and products move from the
producer to the consumer, on the marketing services performed, and
on whether these services are provided by others, and paid for, or are
furnished by the farmer who produces the livestock, or by the consumer
who purchases the meat.2? The margin for meat packing is affected
greally hy the extent to which meat 13 processed, and by the type of
processing,

Farmers who slaughter 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 iike manner, a consumer who buys
2 live animal and slaughters, may not pay for the processing and dis-
tributing of the product. Obviously, these methods of selling and buying
have their limitations, and for commerciat purpeses are generally not
considered practicable.

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 exisling service is unnpec-

T As pointed out sarlicr when estimating the cost of marketing livestack and meat, no com-

pensation iz allowed for the time progducers devote to marketing theiz awn livestack, or lo the
time consumers devote to buying meat,
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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
supplics used, any change in the wage and salary levels might materially
alter the present margins.

Ar marketing system that is efficient and equitable to the producer must
have something morc to recommend it than the mere fact that it performs
the various marketing services at low cost. The system should be so organ-
jzed and administered that the producer is paid for his livestock on the
hasis of its quality. At present a considerable quantity of meat is federally
graded hefore 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 (o he relatively more important than it was
hefore the compulsory provision was made effective.

The price the conswmer pays for meat of a given grade should be
reflected in the price the producer reccives for the live animal that
produces meat of the same grade. Moreover, as the relative prices at
livestock markets continually change, the farmer should have access if
possible o such informetion as will aid him in choosing among alterna-
tive markets the one most satisfactory for the kind and quality of live-
stock he has te sell at a given time.

Several suggestions have been made for changes in methods and
practices nf marketing livestock and 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 cousideration by the livestock and meat industry. They will be
dliscussed under the hroad functions of marketing livestock, meat pack-
ing, tran, wrtation and storage, wholesale distribution of meat, and retail
distribution of meat, Some of the suggestions affect the operations con-
cerned with more than one of these functions.

Markerinig LIVESTOCK
SELLING LIVESTOCK ON BASIS OF UNIFORM GRADES

When the housewile buys 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, she has rcascnable assurance that its quality
agrees with the grade indicated. 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 Officc of Price Administration and the War Food Administra-
lion, in operating the food and price control programs, made the Federal
grading of beef, veal, lamb, 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 tetal beef produced in commercial plants in the United States,
only 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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Freure 9—FEDERALLY GRADED MEAT AS PERCENTAGE OF MEAT

OBTAINED FROM COMMERCIAL SLAUGHTER (EXCLUDING FARM
SLAUGHTER) IN THE UNITED STATES, BY SPLCIES, 194044,

Federal grading of beef, veal, aud lamb and mutton was made compulsory in
1043 which accounts for the sharp increase in the preportions graded last year.
Relatively small quantities were sold ungraded on account of lack of avaliable
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 praduced 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, Federaily graded beef, veal, and lamb, and
mutton in 1944 were in excess of the volume slaughtered in plants under
Federal inspection that year. An cquivalent of only 10 percent of the
. total pork slaughtered in plants under Federal inspection that year vras
federally graded.

What the situation will be with respect to the Federal grading of
meat when the wartime controls relating to prices and allocatien 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 if either of these
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arrangements were in ¢ffect the animals of high quality would command
higher prices than they do when sold i some mixture, which oow is
not uncommon; and those of poor quality would be discounted. This in
turn would serve to encourage the production of more animals of better
quality.

Selling Livestock on the Basis of Carcass Grade:—When livestock
is sold on the basis of cavcass grade and yield the seller and buyer agree
on the prices to be paid per 100 pounds dressed weight for carcasses of
various grades and weights, but the specific price that will apply is not
determined until after the animal is slanghtered and the carcass is graded
and weighed (8). In the case of cattle, calves, sheep, and lambs, the hide,
skin, and peit aiso need to be valued, and ¢ither 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 counlries for many years. It has been in effect in Canada
since 1934,

The principal advantage of selling livestock on the basis of carcass
grade and yield 15 that the carcass can be valued more accurately than
the live animal. Appraising the value of an animial on the haof neces-
sitates cstimaling both the dressing yield and the grade of the the car-
cass it will produce. The dressing yield of an animal is delermined by
ity feed aned waler fill, its conformmtion, and s individual characteristics.
To estimate the value of the carcass an animal will produce becomes
still more difficult when parts are bruised or diseased, or in the case of
hogs that yield soft or oy pork, beeause detection may 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 alleet returns to producers differently
than it affects returns to packers. A packer who is buying animals in
large numbers can readily determine the average yield of his purchases,
as he can cheek records of previous purchases. He is guided by these
averages even if there are serious errors in estimating the dressing yield
of particular animals, or of particular lots, The individual producer who
sells infrequently, on the olther hand, may be greatly affected if the
vield of the animal he sells is incorrectly estimated,

Packers can also determine from past records the average loss result-
iag from bruising, and can {ake this into account when making purchases,
even if the individual animal that is bruised cannot be identified. In
' sing these averages the packer buyer overestimates some lots and under-
¢slnates others. As a resulf, those who sell animals that have high dress-
furoviell, or animals that are uninjured, are required to share In losses
with those who scll lower yielding or bruised animals.

Among practical problems that will need fo be overcome if such a
svstem of markeling is to be put into effect in the United States, is that
of maintmning the wlentity of the animals until they are dressed, graded,
and weighed. In Canada, tatlooing hogs with an ink that does not fade
or spread in the slaughtering process has heen found to be satisfactory.
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The tattooing of hogs was practiced fo a limited extent in certain scclions
of the United States during the campaign to eradicate bovire tuberculosis
following World War [ (2. At that time, many packers, in order to en-
courage the control of tuberculosis among hogs, agreed under certain
conditions to pay producers 10 cents per hundredweight additional for
butcher hogs bred and fued in counties that had been declared tubereulosis
free. The tallno mark, visible after the hog was slaughtered, served to
ideatify the owner and his location. With catile and sheep some other
means of identification must 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
pait payment inay be made at time of purchase. This plan will require
more detaited records than when animals are bought outright. The main-
tenance of proper records should not be difficult when animals are de-
livered direct to the slaughtering plant. The problem will be greater,
and final scttlement might be delayed somewhat, when animals are sotd
through public markets, and especially if they are slaughiered at plants
located in other areas.

Weighing and grading hog carcasses should not be difficult, except that
it might require rearrangement in some plants. Scales so designed and
placed that they automatically weigh carcasses as they move along the
rail after being dressed are common. The grading probobly could be
dene at this point. The grader coukl examine and stamp the carcass as
it passes along the rail to the cooler. The grader would probably need
to be employed cither by an official or semi-official agency.

The cost of handling hogs bought for slaughter on the carcass grade-
and-yield sysiem s moderate, as indicated by the experience in Canada.
According to estimales based on operations there, the approximate cost
on a daily run of 4,000 hogs woull be about 2 cents per hog, or about
1 cent per 100 pounds live weight {22), On a run of hogs smaller than
4,000 per day, the cost per hog probably would be higher. Amoug the
compensating factors in cost would be the saving in feed given animals
preceding sale, as “Al” would no longer be economical if hogs were
sold by carcass weight,

By this method of trading in slaughter livestock, a [armer will be paid
for his animals more nearly on the basis of the quality of meat produced.
- If livestock is to be sold on the basis of grade, it is gencrally 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 be, compared with the
present system, is not known because comparative data are not availahle,
The grading service would add to the cost, but Feeding before 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 aninwals are paid for according to their .
live weight, and a certain dressing yield is puarantecd. Tf, after the
animals are slaughtered, the yield is found to be higher than that guar-
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anteed, the price per hundredweight is increased in accordance with a
schedule previously agreed upon. I the yield is lower than that guaran-
teed, the price per hundredweight is decreased accordingly, This method
was first used by the Fayetle Producers’ Company, Washington Court
House, Ohio, fu 1923 when selling hogs direct to Eastern shwughterers
{8, 12, 11). The movement soon spread to other county associations in
the castern Corn Belt, chiefly in Ohlo. These associations joined 1o form
the Eastern States Company, with headquarters in Columbus, Ohip,
which for several years sold hogs in considerable volume by this method.

Selling Livestock on Busis of Live Grade—T{ slaughter liveslock is
not to be sokl to packers on the basis of carcass grade and weight, the
sate on the basis of live-animal grades should be carefully considered.
At present, iU s not required that livestock be bought and sold according
to grade, aithough Federal grades are being used cither unchanged or
with varyiug degree of modification, as a basis for trading at some
marckets, and by some paclkers who buy direct. 3uch livestock, however,
is sold without reference o Federal grade standards at average prices
for lois containing animals of more than one grade. Failure on the
part ot selling agencies o sort livestock inte uniform classes and grades
before offering them for sale makes it difficalt for producers to judge the
value of their livestock, for markel reporters o reflect the true condition
of the market, and for producers lo inwerpret the market reports.

Jefore all slaughter livestock can be sold effectively on the basis of
uniform grades, several problems must be solved. The mechanies involved
in sogting and grading animals, and training of graders, and the cost
of grading all merit careful study.

BASIS FOI PRODUCERS TO CIHIOOSE MUST ADVANTAGCEOUS LIVESTOCK MARKET

Most producers have the opporiunity of choosing among markels when
selling fivestock. The choice might be made among individual markets
of a given type, aud awong warkets of different fypes. As prices at
various nuivkets change frequently, bul do not change simultancously and
in the sanie amount, one market may be most advantageous for a par-
ticedar class and grade of animal at one time, but some other market
may be most advantageous at some other time. I farmers are o sell
their livestock advantageously they should ascertain the probable prices
at alkernative markets and compare these, alter consideration of the
expenses nvolved at cach market.

The cost of marketing is not the only faclor fo take into account in
chnosing markets at which (o sell livestock. Markets of different types,
and oficn individual markels of the same type, operate differently and
perform different services. They are alse Jocated different distances from
the farm, Tn choosing the most advanlageous market, a farmer nceds
{0 take into account the price paid for the livestock, the cost of market-
ing, the services rendered, and his own ability to perform some or all
ef the marketing services effectively and economicaily.

The expenses paid by a farmer for marketing livestock can be reduced
it he performs more of the services himself. The exteat to which it is
advantageons for him to delepate matketing services depends on many
things, such ag the specific markets available, the kind and quality 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 value on their own time. On the other
hand, if sale is in small lots, or if it is made at a titne when important
work on the farm must be neglected by the farmer who hauls his own
hvestock, it may be*more cconomical te have the animals transported by
a for-hire trucker who assembles livestock from several farmers in the
community into economical loads.

CHOICE OF MARKET AIDED BY ADEQUATE MARKET NEWS

In order to he in pasition to select the most advantageous market for
livestock, farmers need as complete information as possible on current
prices and other market conditions at alternalive outlets, They also need
accurate market quotaticns liy classes and grades which conform fo
Federal standards.

The Federal 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 made a
specific contribution (o livestock marketing. However, careful considera-
tion should fie given to the advisability of expanding this service, par-
licularly to areas where livestock is being marketed direct to packers, and
to arcas where stocker and feeder caltle and lambs are sold direct to
feeders in relatively large numbers, .

In the Towa-southern Minnesota arca the hog market at important
packing plants and concentration yards has been reported currently since
1929, On  July 1, 1943 the service was extended to include the reporting
of receipts and prices of sheep and lambs in the area. Consideration
18 now heing given 1o reporting veceipts and prices of catile and calves.
The eastern Corn Belt Siates comprise a wide area where direct market-
ing is relatively important and where a well-administered market news
service should contribute to hetter marketing procedure. There is also
need for a current market news service for slocker and Eeeder cattle and
feeder sheep and lambs seld dircet by producers in the Range States
to feeders in other areas. For several years hefore the war, more than
one-third of the stocker and feeder caille, and more than two-thirds of
the feeder sheep and fambs moving into the Corn Belt States were
marketed cliveet, and on these only limited market information was
available,

The existing market news service might he re-examined in light of
the changes in marketing methods and practices that have taken place
during the last 10 1o 15 years. Resulting improvement might apply
to wholesale meat markets as well as livestock markels. Reports regard-
ing wholesale 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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ELIMINAYION 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 the practice of “filling” livestock to increase its weight before it is
sold, and docking stags and "piggy” sows. Both practices grew up during
the carly history of the public markets and have persisted to a consider-
able extent even under changed marketing conditions.

The practice of filling livestock by feeding and watering before sell-
ing, commen at most of the larger markets and at many smaller ones,
should be discontinued, Such fecding as may be advisable for humani-
lartan reasons is excepted (23), Otherwise the practice is wasleful of
feed, and under normal conditions will not increase lotal net returns
lo producers, Before the war, reduced quantitics of feed were being
given at most markels, and ab seme markets feeding was largely dis-
continued.  Selling withour feeding was more commen for livestock
received from relatively nearhy arcas by motortruck than for shipments
coming grealer distances by rail. Flowever, with hogs selling at ceiling
prices during she war, feeding before selling became advantageous, and
this fewding increased.

Duocking stags and piggy sows to offsct somewhat their tmdesirable
characterislics as slaughter animals, followed at many markets, should
be discontinued (23). Tnstead, such animals should be bought and sold
on their merits at actual weights, as is now done in the case of cattle
and sheep, When this practice is followed, the weight dockage applied
to stags is generally 70 pounds. With piggy sows, a dockage of 40 pounds
is applicd uniess a smaller amount is agreed upon belween buyer and
seller. To apply a fixed dockage to stags and piggy sows is insquilable,
for the degree 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
effective at some markets during the war, in order to permit payment
for such animals (0 be increased, while the price was limited by estab-
lished ceiling.

REDUCING NUMBER OF LIVESTOCK MARKETS

The large number of markels and agencies for handling livestock
(figs. 7 and 8) apparently is considerably in cxcess of needs. Hence
many operale at only part capacity, and at high cost. Tnefficient markets
are prebably found among all types. If the high-cost operators among
country liveslock dealers, local cooperative associations, concentration
yards or local markets, auctions, public stockyards, commission agencies
at the public steckyards, and packers who purchase direct could be
eliminated, the cost of marketing livestock could probably be reduced.
Although high-cost operation is often associated with the handling of
small volume, it does not necessarily follow that all small-scale operators
are inefficient. Nor does it follow that if only the large-size markets
operated the marketing system would bhe more efficient. As an example,
some small markets are now located where large markets would not
be needed, and would therefore be uneconamiical, Tf markets were 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 wansportation, It might
also result in added shrinkage of livestock in transit and uncconomical
routing of many shipments. A leading reason why livestotk marlets arc
so numerous is that many farmers prefer to sell near home, some to
one type of marlet and some Lo another.

That the livestock marketing situation would be improved if the in-
efficient high-cost agencies and markets were discontinued is probable,
but whether they should or could be required to close either by legisiation
or by edict, if their business is operated legitimalely, is open o yuestion,
But inefficient markets should not be granted subsidies or special favors
for the purpose of maintaining them in business,

Mear Pacrinc

The technique of performing slaughiering operations is generally high-
ly standardized at the large and medinm-sized plants, but operations
may be somewhat different at seme of the smaller plants,

With processing, marked varialion is found among plants even of
the same size. This applics bolh with respeet to the volume of products
processed, and the type of processing done.

Slaughtering, dressing, and cutting operations in meat-packing plants
are conducted at relatively low costs, but later operations have not been
mechanized and streamlined to the same extent. Even the cost of slangh-
tering and cutting operalions are rclatively high in some old plants that
arc badly arranged and have inadequate and obsolele facilitics,

Since World War I, the trend in slaughter has becn awny from plants
located in the Bast to plants in arcas nearer the source of supply of live-
stock. Another trend has been from the larger market centers to smaller
cities and towns in the interior, These shifts have probably been respon-
sible for the development of many up-to-date plants in the arcas where
they have been established or expanded, but modernization has not taken
piace to the same exient in arcas from swhich slaughtering has heen
shifted, To replace old, inmadequate, and ebsolete plants with new and
modera ones would no doubt male them more efficient, but would also
require considerable new capital for investent.

The cost of operating meat-packing plants depends largely on the
ameount of processing that is carried on, and on the type of processed
products produced. The production of specialties Hike sausage and can-
ned meat may entail an over=all cost up to 10 or 12 cents per pound.
The conversion of caltle inlo dressed beef carcass on the other hand
may cost only around 1 o 1}% conts per pound, and pork may cost
considerably fess. The average cost of producing meat in a plant is a
composite of numerous operations, some simple and some complex. In
a packing plant that has a balanced production of various items, the
composite cost may be between 212 to 3 cents per pound for the entire
output, exclusive of the cost of distribution.

The cost of processing could he lowered by producing less processed
products. However, over a period of years in the past, the trend has
been in the opposite divection. Both retailers and consumers have de--
manded more processing instead of less, This is evidenced by the growth
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in popularity of sausage, canned meats, and prepared cuts, There is no
indication the irend toward increased processing will be reversed within:
the next few years,

Labor absorbs about half of the iotal expense of meat packing. For
several years the trend has been toward higher wages, and this is likely
to conlinue, The labor rost of praduction, however, has not advanced as
much as wage rates, due to improved efficiency in the management of
labor forces. As it is not expected that efficiency in tabor will increase
faster than wages, reduction in cost of slaughtermg and meat processing
cannot be expected from this sonrce. On the other hand, if increases in
wage rates should oufrun increases fn productivity of labor, the relatively
high slaughtering costs could lead to an increase in farm and retail
staughter,

A considerable item of cost is for wrapping and packaging. The trend
of demand has been towards more packaged products and more costly
packaging. Newer containers, more altractive (o customers, will probably
be developed, and this is likely to increase packaging costs. Betler pack-
aging, however, may aclually result in net savings in the over-all cost
by reducing shrinkage and spoilage, These items are important in the
meat indusiry and may be considered costs, although they do not
appear as expenses on the packers’ books. Very little meat aetuaily spoils
in a packing plant, but there is a substantial loss from meisiure evapora-
tion, and some of this is preventable. Proper packaging, coupled with
rapid turn-over of produclion and cffective temperalure and humidity
controls, can hold shrinkage at a minimum,

Other packing-house expenses arc mainly of small amounts per wnit
of oulput, no one more than a fraction of a cent per pound. This in-
cludes power services, such as water poewer, steam, electricity, refrigera-
tion, cte. Efficient plants show much lower cost for these items than
inefficient ones and this is alse true of some other expenses. The dif-
ferences are negligible, however, in terms of the over-all processing
cost per pound amd are more likely to be reflected in the profits of the
individual unit than in the price struclure of the industry.

If all packing plants were as cfficient and as cconomical as the hest
of the present plants, meat-packing oferations would probably be carried
on at less cost. What this reduction would amount to'is somewhat prob-
lematical, hut members of the industry doubt if savings could exceed an
average of one-half cent per pound. This saving would be cqual to a
reduction of the totnd margin of more than 4 pereent on the basis of
1939 costs. If the frozen-meat industry should develop, the cutting,
boning, packaging, and freezing would probably be carried on at the
packing plant and this no doubt would increase operating costs materi-
ally. Dut these added costs might be entirely or more than compensated
for by reduction in the cost of wholesale and retail distribution of the
product, if the climination of bone and waste is considered.

(See p. 99 for discussion of the marketing of frozen meat).

TRANSPORTATION AND STORAGE

- Meat must he carried from the place where it is produced to the
place where it is wanted, and must be held from 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 logether,although storage is also assoctated with meat
production. Transportation and storage operations invelve costs which
vary both by locaiions and types of products.

The cost of transporting meat (that is inter-arca movement as dis-
tinguished from local delivery within an arca) varies from zeio in the
casc of products consumed locally to as much as 2 to 2Y cents per pound
on some shipments like pork from the western Corn Belt to the Pacific
Coast, and beef from Texas to New England. Typical cest on heavy-
volume movements, such as fresh meat from the Middle West to the
Tastern Seaboard, are from 1 to 1V4 cents per pourdd. An average trans-
portation cost for all meat combined would probably Le in the ncighor-
nood of three-fourths of a cent per pound, but such average is of little
significance,

The principal improvemént in transportation in recent years has been
in the nalure of greater speed of (rains and molortrucks, which has had
the effect of reducing shrinkage and spoilage in trangit, There appears
to b relatively litlie wasle of transportation of meat through cross-
hauling. The direct lowering of transportation expense by any significant
amount scems unlikely, except in certain areas, The Intersiate Com-
merce Commission did autherize a reduction in the rate for meat shipped
from the Midldle West and the range States to the Pacific Coast, in
June 1945. If further rail-freight rates are adjusted, it is not certain
that they all will be downward, Truck rates might increase instead of
decrease as motortriek equipment is becoming mere expensive and labor
rales are likely lo be higher than they were before World War IL.

The increased slaughter in plants located in the proclucing area has
increasedt the shipment of meat to consuming centers on the Eastern
Seahoard. Flowever, the inereased transpertation of meat has been more
than counterhalanced by the veduction in the transportatien of live
animals. Indications are (hat slaughtering in the producing arca will
conlinue Lo inerease.

In normal times, surplus production of meat during peak periods is
stored, nsually in a freezer, watil production is lower, Thus storage
spans time as transportation spans distance. This stabilizing operation
cntails a cost which may tun 1 to 1% cents per pound. It involves only
+ small [raction of the total meat since the great bulk is consumed within
a short time after it is produced.

Freczer storage and handling to and from public freezers, is an oceca-
sional and noncontinuous operation and is relatively costly per hundred-
weight, Tn spite of the relatively high cost this method is being used to
some extent because it would not be practicable for each packing plant
{o maintain all of its own freezers with a full pack-load capacity which
normalty would be used only a few months during the year. When the
exira slorage cxpense is spread over the total meat production the
aggregate cost is small. The reduction possible in costs of transportation
ani} storage could hardly exceed one-fourth cent per pound and is likely
to e less.

T the marketing of frozen meat to consumers becomes important the
slorage costs will probably inercase considerably, hut costs of retailing
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would decline. The low-temperature refrigeration required for both stor-
age and transportation probably would also necessitate decided changes
i the facilities and equipment if they are to become efficient.

WirHoLessLE DisTRIBUTION OF MEAT

Wholesale distribution of meat, as used here, refors only to the fune-
tions of obtaining and handiing orders and performing local warehousing
and local delivery, slthough long-distance transportation of meat was
included as a wholesaling operation in the analysis of Lhe report. The
transportation phase was discussed in the preceding section.

The cost of wholesaling meat varies from as lilile as Y cent to as
much as 3 cents a pound. The most common costs for all types ot local
distribution is probably between | and 14 cents per pounl. The varia-
tien in cost is due primacily to the size of the order, which in {urn tends
to be associated with the method of distribuiion employed.

Lconomics in this field depend largely on reclucing the number of sales
solicilations, orders, and deliveries required to distribute a given quan-
tity of product, Large-volume sules result in low costs and small-volume
sales entail high costs. The demand of some retailers for frequent selici-
tation and delivery, coupled with the competitive selling efforts of whole-
sitle dlistributors tend to produce a distribution system that is neediessly
expensive. Curkailment of excessive service would reduce distribution
costs, but this is not always practicable. As retailers wish to keep in-
venlovies Inw, they ask for frequent small deliveries. In normal times,
a store of moderate size may receive deliveries from three or four stip-
pliers once a day, or sometimes even oftener, Salesmen {rom each sup-
plier may visit the slore four or fve times a week, and call the retailer
on {he telepbone to solicit orders hetween personal ealls, This naturally
makes costs high,

Handling large quantitics of preducts at one time woull be more
ceonomical, but this may require larger and better refrigeration facilitics
i the retail store, Coneentration of purchases among fewer suppliers
would also reduce costs, but deaters dislike to become dependent upen
only one or twe wholesalers, Credit extension is a consideration, as
the refailer may obtain more credit from a half-dozen suppliers than
from one or two. _

Selling and delivering 1o the larger stores such as supermarkets nor-
mally is compartively inexpensive, for the individual orders are usually
large. Similarly, purchases by chain siores, which operate their own
warchouses and combine all orders for a single slore into one delivery,
can be handled ab velatively low expense. Small slores sometimes obtain
at least part of lhe advanlage of large-scale buying by combining into
buying rroups. The trend in retatling operations toward larger units,
very evident in the big metropoliian conters, has probably meant some
saving in costs of local wholesale disteibution, Tn part, the costs of local
warchoustng have heen merely transfered from {he wholesaler to the
retailer, but ia large measore there has heen a genuine economy in the
functinn of taking and delivering individual orders. To the extent that
this trend continues further cconomies may be possible. The potential
saving s probably about 4 cent per pound, which would be equal fo
a reduclion fn the folal margin of about 2 pereent,
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ReTa1n DistriuTiON OF MEAT

The high retailing margin for meat, which is normally about half of
the total imacketing and processing margin, is due chiefly to the peculiar
character of the business, which is in part a processing and in part a
distribution operation, Most meat comes to the vetail market only partly
processed, The bulcher is not merely a salesman, but also a converter
of raw material into finished products. The combined operalion neces-
sarily is relalively expensive, as it involves the selling of service by a
workman who also must he a skilled mechanic, .

The amount of processing required in the refail store varies with
the kind of product. Beef, veal, and lamb must be broken down from
{he carcass or side to primal cuts, then into consumer portions. Pork
loins, hams, shoulders, and other culs must be chopped, sliced, or
rimmed. Lard, sausage, and canned meat may be sold without further
processing. ‘The margins for some of these producls are indicated in
a preeeding seclion (lable 49).

The question 85 (0 what savings could be made in retailing meat, which
during prewar years ranged from 20 to 30 percent of the sclling prices,
is significant. About half of the cost of retailing is for labor i the retail
shop; savings there seem tnlikely, But the reduction of labor costs by
means of helter use of the butcher's lime offers a possibility, partictdarly
in the larger shops. Although the average butcher may keep husy, lhe
does not spend all his time on the skitled operations which warrant his
fairly high wage rate, A large share of his time iz taken in helping
housewives select theie meat, weighing it, wrapping it, making change
and doing olher work that coulkd be done as well by a less skilled clerk
at lower wages,

To organize the shop so the butcher can spend his entire time on meat
cutling, honing, and trimming, while someone else docs the remainder
of Lhe work, requires a retail business large enough to support two or
more enployees, Some of the larger meat stores now are realizing such
savings,

Many meat shops normally operale at a very low percentage of the
pelential volume. Many haurs and some whole days sce only a few
customers in the store, Then when a peak period arrives extra clerks
are needed to take care of the lrade. Larger volume also heips to reduce
other operaling costs per unit of product. This might mean a con-
centration of the business in the hands of fewer, larger stores, tsing
the bulchers’ surplus time on ofF periods for preparing cuts to be sold
at peak periods.

Savings could also be made if the consumers’ huying could be spread
more evenly over the week. This means teaching consumers to spread
their buying over the slack period, or persuading them to do so by offer-
ing price concessions at appropriale times.

Decreasing operating expenses through reduction in the services pro-
vided i3 possible in some stores. Among these services are delivery and
credit, Relatively large self-service retail meat markets are being operated
i some sections, some handling the regular fresh cuts of meat, others
handiing {rozen packaged meat. Some stares have heen operated at an
expense of as little as 3 cents per poutd, compared with an average in







a8 TECHNICAL BULLETIN NO. 952, U. §. BEPT, OF AGRICULTURE

normal times of from 5 to 7 cents per pound. An average reduction for
the entive retailing function of as much as 1 cent per pound shounid not
be beyond the Lounds of possibility. This would constitute a reduction
of the total marketing and processing margin by nearly 9 percent, on
the basis of 1939 costs.

L
CownserparioN oF SomE Markering ano Pnocissine Funcrions

The preceding discussion has dealt with the individual marketing and
processing funclions as now generally performed. The question may be
raised‘as to how the consolidation of seme functions might coniribute
to more cfficient operalion and {o the reduction in operation costs.

Suggestions have been made that farmers should operate packing
plants in order o retain control of the livestock umtil the animals are
staughtered and the meat is processed. But this does not receive much
encouragement when examined in the light of past history of the opera-
tton of cooperative or farmer-owned packing plants. Between 1914 and
1920, 17 coopcrative or farmer-owned packing plants were promoted
and organized®, Seven others were organized befween 1930 and 1938,
Only onc of the 24 plants is still operaling. Several of the organizations
never opened their plants for business and most of those that operated
conlinued less than 3 years, Large sums of money were lost by farmers
through this movement. .

Packers now do most of their own wholesaling and indications are
that this arrangement has advantages with respect both to the physical
distribution of the product and 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 seliing of meat by packers has been relatively unimportant. A
few small and medium-sized packing conipanies operate one or more
retail stores, and some retail muat at their plants, The four largest pack-
ing companics are harred {rom distribuling meat at retail by the Consent
Deerce which became effective in 1920, (8)

During World War IT, the practice of operating meat-packing estab-
lishments and retailing of meat by the same concern increased, primarily
beenuse retail chain organizations acquired packing plants. At the close
of World Wur II, more than 20 vetail chains, both national and locai,
operated one or more packing plants. Whether this movement will
exparl or will even be maintained when conditions become more normal,
will probably depend on whelher the operations result in economies.
Aside from that, there may be public opposition to the large chains
engaging in meat packing, lest it tend towards monopoly, just as oppo-
sition developed carlier against the lirge packing companies engaging
in the reiail 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 not be determined entirely on the basis of the economies in-
volved. Whether the over-all expense of processing and distribution of
T ¥ Afann, L. B. History of Coeperntive and Farmer Owned Meat Packing Enterprises in the

Ulnitedd States. Capperatyve Research and Service Division, Farm Credit Admin., Bisc, Report
Neo, 72, 20 pp., 1944, {*rocessed).
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meat would be substantially affected by having these functions performed
by the same concern is uncertain. S

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 would be through the medium of pre-cut frozen meat,
or cooked meats wrapped or placed in cartons which would furnish
protection and make economical handling possible,

MARKETING FROZEN MEAT

The preparation, distribution, and sale of fresh meat in frozen form
to consumers would greatly modify processing and meat disiribution,
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
sone changes would be made in the retail distribution of meat. That
these changes would result in a net reduction of the aggregate marketing
and processing margin between the packing plant and the customer is
not unlikely. In any event, some shifts would take place in the relative
margins of different agencies handling the product owing to modifica-
lions 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 preparcd meats, and these also would
be frozen at the plant. By shifting the preparation of consumer cuts
from the retail market to the packing plant, the work could probably be
done more efficiently and more economically. Professional refail-meat
cutters operating in the packing plant, could then devote all their time
to boning meat and preparing cuts, Trimmings from cutting operations
could Dbe 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 more fully salvaged in the plant than in retail markets.

The cost of transporting frozen, boned, and packaged meat under
refrigeration should be materially less than that of unboned carcasses
and wholesale cuts, primarily on account of the 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 grade 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 advantageously for iransportation 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 shoald be substantial. By having ®
the meat prepared and packaged at the packing plant the services of
professional meat culters would not be nesded in retail stores. Packaged
nicats could be retailed through cither self-service or service stores in
about the same mauner as dairy and poultry products. The reduction 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 meat would be needed, and
this would add to both capital investment and operating cost for refriger-
ation in most stores, although this is not a large item over a period of
years. Oppusilion to such arrangement from the uniens of meat cutters
might be encountered.

Freezing meat and selling it in frozen form to consumers should
facilitaie (he more uniform distribution of meat throughout the year,
In this regard it would serve the sanw purpese as that of curing and
smoking hams, shoulders, and bLeliies. Some of these pork cuts, aftler
being processed, are withdrawn from the market during periods of heavy
slaughter, i nd are added to (he current meat supply during periods of
light slaughter. By making the supply more cven throughout the year,
it also has the cffect of reducing fluctuations in price.

It should be recognized that if fresh meat is to he sold at retail in
frozen form, many changes will need to be made in its preparation and
distribation, Technical prollems pertaining to preparing frozen meat, ®
grading, grade labeling, wrapping, pickaging, refrigeration, storage, and
distribution have received considerable study by the packing industry
and by some distribution agencies in recent years. Consumer reaction
to frozen meat will need o be given careful” consideration, Mareoyer,
the price relationships arnong culs of meat may he materially changed,
as some cuts when boued will have a high selling price per pound as
vompared with other cuts. If the sale of frozen meat has real merit, there
is reason to belicve that (he problems will be solved.
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