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SUMMARY

Dynamic growth and change in the livestock industry, together with
large changes in livestock prices and increases in costs of production and
marketing, have marked the industry in recent years. Producers, packers,
and others in the industry therefore face the necessity of making decisions
on a broad industry basis and of studying problems in marketing their prod-
ucts.

Although slaughter and wholesale distribution are essential functions in
the marketing of livestock, little information is available concerning the
organization, structure, and efficiency of wholesale markets for meat.
Similarly, the nature and importance of problems in wholesaling meat re-
main almost unexplored.

This study, by focusing attention on the San Francisco Bay Area, a lead-
ing slaughtering center and wholesale market for producers and packers
throughout the western States, represents an initial effort to remedy this

situation. Emphasis was placed in this study on geographic sources of supply
for livestock and meat, wholesale market channels of distribution, marketing
practices with respect to both procurement and sales, and competitive
interrelationships among firms in the market.

Meatpacking and slaughtering plants in California are well distributed
in accordance with the distribution of population. This has resulted in a

program of direct movement of slaughter livestock from ranches and feed-
lots to slaughtering and packing plants. Among the different species, how-
ever, livestock purchase and sales patterns and practices differ markedly.

Wholesale market channels in the Bay Area for beef and lamb are
similar in many respects, but distribution patterns for veal and for pork
are dissimilar, and they differ considerably from those for either beef or
lamb. Large percentages of the beef and lamb were slaughtered and dressed
by Bay Area packers and distributed directly to retailers. Most of the veal,

on the other hand, was provided by specialized nonfederally inspected
packers outside the Bay Area, while most of the pork, cured pork particu-
larly, was shipped into the Bay Area from the Midwest.

The packer branch houses of the Bay Area are primarily distributors
of pork and pork products. In contrast, most independent meat wholesalers,
other than calf handlers, concentrate heavily upon beef, but differ in most
other respects. Principal types are boners, who bone, freeze, and package
beef, particularly cow beef; the hotel supply houses, which distribute
specialty trimmed cuts of all species to dining establishments of all types;
other jobbers, who primarily service small-volume retailers with a full

line of fresh meats; and calf handlers, who supplied nearly three-fifths of

the veal purchased by Bay Area meat market operators and other retailers
in 1955. Retail food chains operating five or more retail units in the Bay
Area took between 25 percent and 30 percent of the beef, veal, lamb, and
cured pork and about 18 percent of the fresh pork sold in the Bay Area to

meat markets and all other retailers.

Competition among packers and wholesale meat distributors consists
primarily of price competition in one form or another. Terms of credit and
delivery services are relatively well standardized among these firms and
have become business necessities rather than competitive "extras. " Other
services, such as cutting, trimming, and packaging of meat, are utilized

by some firms as competitive devices, but, in view of the high percentage

iii



of U. S. graded beef and lamb sold in the area, quality competition for these
meats seemed insignificant. Competition on a quality basis in sale and dis-
tribution of veal and among private brands of pork, however, was much
more important.

Increases in number and volume of specialized independent handlers
and distributors and the increasing importance of retail food stores in sales
of fresh meat are having a profound effect upon the structure and competitive
interrelationships of the market.

Competition among packers in procurement of beef and other livestock
appeared relatively strong. One reason for this was the desire of many-
packers to maintain slaughter volume at a high level in order to hold down
unit costs of slaughtering.

Important variations occur, however, in the intensity of procurement
competition among packers, depending upon the condition of the market.
During periods of high or rising prices and relative shortages of slaughter
livestock, packers buy a higher percentage of livestock on a cash basis. At
these times, some packers try to assure themselves of an adequate supply
of beef and to avoid direct competition with other packers in the fat cattle

market by buying feeders and either fattening them in their own yards or
having them finished in commercial feedlots.

IV



WHOLESALE MEAT DISTRIBUTION IN THE SAN FRANCISCO BAY AREA

byWillardF. Williams
Agricultural Economist

INTRODUCTION

Recent developments in the West have tended to focus attention upon many problems
in the marketing of livestock and meat. Among such developments are the rapid growth
of population along the Pacific Coast, the rise of a cattle feeding industry in the West,
changes in cattle prices, and changes in the market structure for live animals and meat.

Some of these developments are not restricted to the Far West. Livestock pro-
ducers all across the Nation have been taking a closer look at problems associated -with

markets for their products. In the West, however, these problems appear to have been
brought into sharp focus by dynamic growth and change.

In considering problems of marketing livestock, producers generally find that they

have gained a relatively good understanding of agencies and processes involved in mar-
keting live animals. They often visit auction yards, stockyards, concentration points,

and assembly yards. In many cases, they sell directly to a packer, but even if a pro-
ducer sells locally to a dealer or at an auction yard, he can often trace his animals to

a particular packer. At that point, however, his animals disappear into the wholesale
distribution system. This system is often a bewildering maze to the producer and to

others who are not personally acquainted with it. The efficiency of the distribution system
between the packer and the consumer, however, is as important to the welfare of the

producer as the efficiency of markets and channels for live animals.

Objectives of the Study

Reports on several comprehensive studies of live animal marketing are available.

However, few, if any, formal studies have been made in the United States on wholesale
distribution of meat and meat products. Current knowledge of wholesale market struc-
tures for meat are based principally upon a limited amount of census data and upon per-
sonal contact with the meat industry.

For several decades prior to 1930, relatively few major changes occurred in the

operation or structure of the meatpacking industry. Systems of meat distribution also
remained practically unchanged. Since 1930, some important changes have occurred,
and these may be followed by changes in the decade ahead which could revolutionize the

industry. Consequently, information is needed on wholesale marketing margins and
costs, the forms of competition in wholesale markets for meat and their effects on
prices and costs, recent or prospective technological developments in wholesale meat
procurement, processing, and distribution, and the effects of these developments upon
market channels, market structure, and marketing efficiency. An accelerated shift

from distribution in the form of precut, packaged, and frozen cuts is among these po-
tential developments. Irradiation of meat for prevention of spoilage and for its preserva-
tion in fresh form without chilling or freezing is another.

The principal objective of this study was to provide useful information to the meat
industry by examining the competitive interrelationships among functions and types of

firms in a key western wholesale market for meat. This required a detailed characteri-
zation and analysis of the market in terms of the types of firms in operation, the func-
tions and services performed, the types and classes of products handled, and the relative
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importance of various supply sources. Accordingly, emphasis was placed upon the study
of geographic sources of supply, channels of wholesale distribution, and characteristics
or practices of packers or slaughterers and other wholesale market operators. Result-
ing data and information were used in a descriptive analysis of competition in the mar-
ket.

Additional objectives were to report on recent or prospective technological develop-
ments in meat procurement, processing, or distribution; to provide bases for improving
and refining current estimates of market price spreads; to provide descriptive back-
ground for use in developing more intensive studies of wholesale market costs, the
pricing of meat products in wholesale markets, and particular marketing problems as-
sociated with meat distribution; and to test some research procedures in this relatively
new area of study.

Research Procedure

This study was confined largely to one market area, the San Francisco Bay Area,
which was defined to include the counties of Alameda, Contra Costa, Napa, Sonoma,
Marin, Santa Clara, San Francisco, San Mateo, and the city of Vallejo in Solano County.
This is an economically interrelated trade territory having a population of 2, 602, 000 ac-
cording to the 1950 census. This is somewhat larger than the standard "Oakland-San
Francisco Metropolitan Area" defined in the census.

Data for 1955 were obtained by personal interviews with managers of firms repre-
senting all important elements of the market- -packers or slaughterers, to retailers
inclusive. The outstanding characteristics or operations of each element were consid-
ered. Five primary industry groups were surveyed. These included nearly all packers
and slaughterers in the area designated as Northern California; 1

1 1 of the 13 branch
houses of packers located in the San Francisco Bay Area; a selected sample- -44 of

the 75- -of independent wholesale meat distributors, meat jobbers, boners, and frozen
meat handlers in the San Francisco Bay Area; a sample of independent processors
operating within the Bay Area; and meat procurement departments of each of the 7

principal food chains operating retail units in the Bay Area. 2

The interview schedules were worked out to permit delineation of channels of dis-
tribution and supply interrelationships, such as those which may exist between indepen-
dent jobbers and packer branch houses. Three principal types of questions were asked
of each respondent. First, questions were asked which were designed to reveal the

nature and peculiar characteristics of the firm under study. The second type of ques-
tions asked of respondents related to sources of supply, and the third was concerned
with patterns and methods of distribution, including distribution by type of customer.
Each species of livestock or fresh red meat was considered separately, and in addition,

data were collected on smoked or cured pork.

Limitations of the Data

Data of this study were obtained mostly without reference books of account. Respond'
ents were asked to make carefully considered estimates, and this, of course, introduced
the possibility of errors both in data obtained and in final results of the study. The bulk
of the data were obtained in terms of percentages rather than in absolute terms/

1 Northern California was defined to include all counties north of and including Kern and San Luis Obispo Counties.
2 A "retail food chain" was defined in the study to include all grocery store organizations with five or more retail units in

operation in the San Francisco Bay Area in 1955. For definitions of other terms used in this paragraph, see pages 3 to 13.
3 An attempt was made to acquire data on a residual category called "processed meat, variety meats, and offal. " This

final category, however, proved too inclusive to provide useful and reliable results. Furthermore, independent processors, who
are sausage manufacturers,

.
for the most part, were unable to supply data which, from a statistical point of view, could be con-

sidered either adequate or highly reliable. For these reasons, this report pertains primarily to fresh or frozen meat and cured pork.
^ In most cases, this probably improved the reliability and accuracy of the data. In some cases, however, there was pos-

sibility of compounding any existing error. For instance, packers were asked to estimate the percentage of the total pounds of
meat sold to meat markets and grocery stores which was purchased by retail food chains.
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in some important respects, data of the study are incomplete. No information was
obtained on direct purchases from packers or other distributors of meat located outside
California by meat markets and independent grocery stores, processors, institutions,
and purveyors of meals. Except for beef, however, these purchases probably represented
an insignificant percentage of the total meat distributed through the market.

Although there appeared little reason to expect consistent bias in any one direction,
internal checks were provided in the study on most of the channel or flow data. For in-

stance, the data on sales of packers to jobbers could be and were checked against data on
purchases of jobbers from packers. In nearly every instance, these types of data matched
one another remarkably well.

The larger packers and most of the packer branch houses referred to books of ac-
count whereever possible. This was not feasible for processors and independent whole-
sale meat distributors, since these firms rarely tabulate purchase and sales information
on a physical volume or animal species basis. Some checks on this, as well as other
data of the study, were provided, however, through reference to data made available by
Chambers of Commerce in the area, the meat inspection agencies of the Oakland and San
Francisco City Health Departments, the Federal-State Market News Service, and Cali-
fornia and Federal meat inspection agencies.

GENERAL CHARACTERISTICS AND STRUCTURE OF THE MARKET

California has become a leading State in the consumption of meat animals and animal
products. Large-volume consumption of meat requires a highly developed marketing
system. Slaughter livestock are produced on ranges or in feedlots relatively distant from
consuming centers. Consumers like to find a large selection of specially trimmed and
prepared cuts of each of the different species in retail stores each day.

Demand for meat at the meat counters of the Nation is relatively constant. To meet
this demand, a wide variety of specialized services are required to convert live animals
into desired cuts and products and to make these available to consumers at the times and
places desired. In short, the demand of consumers for meat is translated by livestock
and meat handlers into demand for services.

This demand for services brings into being large numbers of service specialists.
Among these are wholesale packers or slaughterers, packer branch houses, independent
meat wholesalers of various types, a wide variety of meat manufacturers or processors,
and retail merchants.

In the first part of this report, the characteristics and operations of each of these
different types of service agencies will be presented. Following this, supply and distribu-
tion patterns and practices for each species will be described in some detail. The third

section, which will summarize some of the material presented earlier, deals with chan-
nels of distribution by species in the San Francisco Bay Area. The report is concluded
with an analysis of competitive interrelationships among Northern California packers
and slaughterers and among and between the various types of firms distributing meat in

the San Francisco Bay Area.

Wholesale Packers or Slaughterers

Meatpacking or slaughtering plants in California are well distributed in accordance
with the distribution of population. 5 This has resulted in direct movement from ranches
and feedlots to slaughtering and packing plants. These plants are concentrated in the

Oakland-San Francisco metropolitan area, the Los Angeles metropolitan area, and the

No formal distinction exists between packers and slaughterers. According to trade parlance, however, a packer not only

slaughters but also produces a full line of cured and processed meats. A slaughterer simply slaughters and dresses animals, selling

the carcasses at wholesale. He engages in no processing or curing operations. According to these definitions, only one or two
packers exist in Northern California. Consequently, the term "packer" as used in this report means all wholesale slaughtering
establishments.



Sacramento -San Joaquin Valley, commonly known as the Central Valley. From about
Tulare in the Central Valley and San Luis Obispo on the Central Coast, slaughter live-
stock and meat tend to move northward to the San Francisco Bay Area. South of these
points they tend to gravitate toward Los Angeles. However, some movement of dressed
beef from Kern County in the extreme southern end of the Central Valley to the San
Francisco Bay Area occurs. For this reason, "Northern California" was defined to in-
clude Kern County (fig. 1).

Number and location of packers in Northern California

There were about 58 wholesale packers operating in Northern California in 1955.
Of these, 28 were within the San Francisco Bay Area, and the remainder were distrib-
uted throughout the Central Valley, with some concentration in the Stockton-Modesto
area and along the west side of the San Joaquin Valley (fig. l).

Nine of the 28 Bay Area packers operated under Federal inspection standards. The
others operated under California State inspection regulations. Large national packers
operated the 2 plants adjacent to the terminal market stockyards at South San Francisco. 6

Six local plants, 3 of which operated under Federal inspection standards, were in the
city of San Francisco in an area known as "Butchertown, " where they operated their own
holding yards. A concentration of plants was found at San Jose; another important packer
operated facilities at Vallejo. Most of the Bay Area plants operating under California
State inspection are in smaller towns or rural areas north of San Francisco, in Sonoma
and Napa Counties. Several of these are small and slaughter mainly for local consump-
tion. These slaughterers compete strongly, however, with distributors who send dressed
meat out of San Francisco. Alameda County, south and east of Oakland, contains several
important State -inspected slaughterers and one small Federal-inspected plant. Dressed
meat from these plants is distributed mainly to jobbers in the Oakland area, although a
significant quantity is distributed to retail markets in nearby small towns.

Sales volumes of Northern California packers

In 1955, Northern California packers butchered over 1 million head of beef animals,
415 thousand calves and vealers, 1. 2 million lambs, and 590 thousand hogs (table l).

The meat from these animals, together with a small volume of dressed inshipments by
packers, resulted in packer sales approximating 770 million pounds. If all this meat had
remained in Northern California and had been consumed by the 5.5 million consumers
there, it would have accounted for 140 pounds of the per capita consumption of fresh
meat and cured pork in the Area. Per capita consumption of meat in Northern California
may exceed or fall short of the national average of 153 pounds, primary distribution
weight. In either event, however, it appears that, with respect to total slaughter of fresh
meat and cured pork, Northern California is rapidly approaching a self-sufficient status.

Similar analyses of the individual species, however, present a different picture.

Based on sales of packers and slaughterers, California appears to be about self-suffi-

cent with respect to beef and veal. The northern portion of the State may now produce an
exportable surplus of particular qualities of beef. However, California, like most other
western States, is in a marked deficit position with respect to pork. California also pro-
duces less lamb than is consumed there, although more lambs are slaughtered annually
in California than in any other State of the Nation. Lamb production in California is more
than matched by an exceptionally high level of consumption.

One of the significant facts concerning Northern California meat distribution is that,

among the different species, distribution patterns and practices differ widely. This is

apparent even at the packer level. Beef tends to dominate among all types of packers
(table l). Federally inspected packers in the San Francisco Bay Area handle only a token
volume of veal. With the exception of the 2 national packers at South San Francisco, the

6 One of these two plants ceased operations early in 1956.
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LOCATIONS OF PACKING PLANTS
IN NORTHERN CALIFORNIA

San Francisco Bay Area

San Francisco

Bay Area

• Federally inspected slaughter plant

x Non-federally inspected slaughter plant

U S DEPARTMENT OF AGRICULTURE NEG 3645-56(10) A M S

423779 O - 57 - 2

Figure 1
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Table 1. --Estimated sales of packers, classified according to location, inspection status
of packer, and species, Northern California, 1955 1 2

Location and type of packers Beef Veal Lamb
Fresh
pork

Cured
and

smoked
pork

Total

Total sales

:

San Francisco Bay Area: 3

Federally inspected
Nonfederally inspected

:

Large
Small 4

1, 000

pounds

169,208

32,405
4,616

1, 000

pounds

4,126

9,897
1,122

1, 000

pounds

34,550

9,767
220

1,000

pounds

34,491

6,150
393

2, 000

pounds

28,015

3^,0 00

pounds

270,390

58,219
6,351

Total 206,229 15,145 44,537 41,034 28,015 334,960

Other Northern California:
Federally inspected 215,633

139,498
16,484
19,837

9,757
6,546

8,036
18,005

1,077
268

250,987
Nonfederally inspected 184,154

Total 355,131 36,321 16,303 26,041 1,345 435,141

Total Northern California:
Federally inspected
Nonfederally inspected

384,841
176,519

20,610
30,856

44,307
16,533

42,527
24,548

29,092
268

521,377
248,724

Total 561,360 51,466 60,840 67,075 29,360 770,101

Percentage distribution of sales

San Francisco Bay Area:

Nonfederally inspected:
Large
Small

Percent

62.5

55.7
72.7

Percent

1.5

17.0
17.7

Percent

12.8

16.8
3.4

Percent

12.8

10.5
6.2

Percent

10.4
Percent

100.0

100.0
100.0

Average 61.6 4.5 13.3 12.2 8.4 100.0

Other Northern California:
Federally inspected
Nonfederally inspected

85.9
75.8

6.6
10.8

3.9
3.5

3.2
9.8

.4

.1

100.0
100.0

Average 81.6 S.3 3.8 6.0 .3 100.0

Total Northern California:
Federally inspected
Nonfederally inspected

73.8
71.0

3.9
12.4

8.5
6.6

8.2
9.9

5.6
.1

100.0
100.0

Total 72.9 6.7 7.9 8.7 3.8 100.0

1 Northern California was defined to include all California territory north of the

southern boundaries of Kern and San Luis Obispo counties.
2 Estimated from data collected in the study, and data supplied by the Bureau of Meat

Inspection and the California Department of Agriculture.
3 The San Francisco Bay Area was defined to include the counties of San Francisco,

Alameda, Contra Costa, Marin, Napa, Sonoma, Santa Clara, and San Mateo, and the city of

Vallejo in Solano County. In the following tables San Francisco Bay Area will be referred
to simply as Bay Area.

4 These are nonfederally inspected plants each of which handled less than 2 million
pounds of meat in 1955.
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same is true of pork both within and outside the Bay Area. These 2 national packers and
1 or 2 specialized lamb killers account for most of the lambs slaughtered within the Bay-

Area in 1955. In short, the local Bay Area packers are specialized, to a large extent,

in the production of either beef or lamb. A few large, specialized packers also account
for most of the lamb slaughtered in the interior plants of Northern California. These,
for the most part, are concentrated in the Dixon-Sacramento area. The State -inspected
slaughterers in rural sections of the Bay Area and in the milk-producing regions of the

interior tend to concentrate strongly on veal. The west side of the San Joaquin Valley is

the most important of these regions.

Wholesale Meat Distributors

Wholesale meat distributors in the San Francisco Bay Area consist of the 13 packer
branch houses and sales offices and about 75 independent meat wholesalers. Of the in-

dependent wholesalers, there are about 28 in San Francisco, 33 in or near Oakland-
Berkeley area, and 14 at San Jose or northward along the peninsula between San Jose
and San Francisco. Nine packer branch houses and 1 branch sales office are located in

San Francisco. The remaining 3 branch houses are in Oakland.

General characteristics of wholesale meat distributors

In 1948, 734 packer branch houses, which handle, distribute, and process meat, but
do not slaughter, were in operation in the United States with sales totaling about $1.3
billion (table 2). This represented a decline from the prewar year, 1939, of 20.6 percent
in number of establishments and 16.0 percent in sales volume after adjustments for dif-

ferences in price levels in the 2 years. But the general decline in the number and im-
portance of packer branch houses began as early as 1929. In that year meatpackers of

the United States distributed about 47 percent of their salable supplies of meat through
branch houses. By 1935, this had dropped to 35 percent, but direct sales of packers to

retailers had increased from 31 percent to 45 percent of their total sales. Sales of

packers through branch houses continued to decline. In 1948, packer branch houses
handled less than 20 percent of the meat distributed by the packers of the Nation.

Table 2. --Number and sales of packer branch houses, by regions,
1948, and percentage changes, 1939-48 1

Region

1948
Percentage change

1939-48 2

Branch houses Sales Number Sales

New England
Middle Atlantic

Number

111
172
109
35

136
47
63

14
47

1,000

dot Lars

160,310
371,827
196,758
56,432

208,809
68,574
113,389
14,486
87,425

Percent

-18.4
-28.0
-20.4
-31.4
-13.9
-14.5
-18.2
-44.0

2.2

Percent

-27.0
-26.7

East North Central
West North Central
South Atlantic

-16.2
-31.8

-.9
East South Central
West South Central

-6.9

7.7
Mountain -9.9
Pacific 23.3

United States 734 1,278,010 -20.6 -16.0

Census of Business Wholesale Trade , 1948, Vol. IV, pages 12.02ff; 1954 census data not
available.

2
Census of Business, Wholesale Trade, 1939, Vol. II, page 666,

Sales data for 1939 were adjusted for
centage changes in sales,

irice level change prior to calculation of per-
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In the period 1939-48, reductions in number of branch house establishments oc-
curred in all regions of the United States except the Pacific Coast, and smaller sales vol-
umes through packer branch houses occurred in all census regions other than the Pa-
cific and the West South Central, where substantial increases occurred. The Bay Area
branch houses averaged large in 1948, with 55 employees per establishment and annual
sales per establishment exceeding $6. 3 million. These figures compare with 31 em-
ployees per establishment and annual average sales of $1. 7 million for all 734 branch
houses in the United States. In 1955 there were 12 packer branch houses in the Bay Area
and 1 packer branch sales office. 7

In contrast with packer branch houses, independent meat wholesalers increased in

both number and volume in all regions of the Nation during 1929-48 (table 3). Increases
were especially large in the North Atlantic, the West North Central, and Pacific regions

Table 3. --Number and sales of independent meat wholesalers, by regions, 1948, and per-
centage changes, 1939-48 and 1929-481

Region

1948 Percentage change'

Meat
wholesalers

Sales
1938-48

Number Sales

1929-48

Number Sales

New England ,

North Atlantic
East North Central,

West North Central,

South Atlantic
East South Central,
West South Central,
Mountain ,

Pacific ,

United States ,

Numb e

r

341
1,203

748
210

228

87
214
94

382

1 , 000

dot Lars
113,428
377,456
177,487
33,010
57,782
13,513
36,629
18,522
94,568

Percent
38.6
73.3
18.9
7.1

14.6
64.2
50.7
64.9
13.7

Percent

10.2
36.4
8.0

30.2
25.8
67.3
54.2

129.7
19.4

Percent
20.5
85.4
69.2

123.4
7.0
11.5
18.2
34.3
77.7

Percent
13.2
32.3
20.6
62.8
69.4
55.4
67.0
49.6
57.7

3,507 922,395 37.4 25.6 57.6 33.7

1 Census of Business, Wholesale Trade , 1939, Vol. II, page 641; Census of Business ,

Wholesale Trade , 1948, Vol. IV, page 1.19. 1954 census data not available.
2 1929 and 1939 sales were adjusted for price level changes to 1948 prior to calculation

of percentage changes in sales.

In the Southeastern, the Southern, and the Mountain regions, substantial increases oc-
curred in the average volume of meat handled per wholesaler.

Independent meat wholesalers ordinarily are larger in number and smaller in rela-

tive volume of business than branch houses and more heterogeneous as to function, type

of product handled, and other characteristics. Included under the term "independent
meat wholesaler" are independent jobbers, boners, calf handlers, and frozen meat
handlers.

Independent jobbers. --Jobbers are a diverse group of firms of which there are
about 55 in the Bay Area. Among these are "hotel supply houses, " "institutional job-

bers, " "truck jobbers or distributors, " "breakers, " fabricators, " "independent pork
handlers, " and a group of firms which in this study are arbitrarily labelled "retail sup-
ply houses. "

7 For simplicity, ail 13 in this report are referred to as branch houses. Packer branch houses do not slaughter, but ordi-

narily physically handle and store meat and meat products and may engage in some processing. Packer branch sales offices, on

the other hand, engage in no physical handling or storing of meats. Instead, they take orders and provide for the direct shipment

of meat from packer to customer or to commercial storage facilities.
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A hotel supply house, as the name implies, specializes in servicing hotels and res-
taurants. The retail supply house, usually smaller in terms of annual volume of meat
handled and more heterogeneous, specializes in sale of fresh meat to grocery stores and
meat markets. A few jobbers, the "institutional jobbers, " of which there are only a few
in the Bay Area, specialize in servicing hospitals, prisons, and other institutions, al-
though they usually also sell either to purveyors of meals or retailers or both. A "truck
jobber" buys carcasses or wholesale cuts of meat on his own account, usually has no
fixed place of business, and sells directly from the truck to retailers. There are only
about seven truck jobbers distributing fresh meat in the San Francisco Bay Area. They
are more common in the sausage and processed meat trade.

A "breaker, " another variation, buys carcasses, principally of beef, operates on a

fairly large volume basis, "breaks" the carcasses into wholesale or "primal" cuts, and
sells to best advantage to other jobbers or direct to retail outlets. There probably are
not more than two or three "breakers" in the entire area.

The term "fabricator" is often used in reference to a boner, but more commonly it

is used to describe the operations of a jobber engaged heavily in producing retail cuts
of fresh meat. These are the consumer-size or oven-ready cuts purchased by hotels,
restaurants, or other customers interested in buying consumer-size portions for ban-
quets, etc. "Portion control, " or the purchase of meat in controlled consumer-size por-
tions, is becoming increasingly popular among purveyors of meals and is widely used by
firms supplying food to airlines, rail lines, and ship lines.

The primary distinction among jobbing firms hinges on the class of customer they
supply. Accordingly, all jobbers of the Bay Area were classified, for purposes of this

study, either as hotel (including restaurant or institutional) supply houses or as retail

supply houses.

Calf handlers . --There are seven firms in the Bay Area which could be considered
as another variation of jobber, but they are so important in the distribution of veal and
calf carcasses and cuts in the Bay Area that it was felt that they should be considered
separately. These "calf handlers" do not slaughter calves and vealers. Instead, they
operate as large-volume wholesale distributors or jobbers of dressed calves and veal.
They are specialists in that they handle little or no other meat.

Boners . --The principal activity of "boners, " is to buy cows or other lower grade
beef in carcass form, to remove bones and sinew from these carcasses, and to sell the
meat to processors, frozen meat handlers, the military or other agencies of Govern-
ment, offshore buyers, or local retailers. There are about seven important boners in

the Bay Area. One or two of the Bay Area boners handle some veal and lamb, but their
main business is an exceptionally large volume of beef. Most Bay Area boners operate
under Federal inspection regulations and distribute over a wider geographic area than
jobbers. A few of the packers in Northern California operate boning departments. These,
however, were not included under the term "boner."

Frozen meat handlers . --A number of relatively small-volume independent firms,
so-called "frozen meat handlers, " buy carcass meat or boned meat and process it into

frozen meat products such as chip steaks, veal patties, or quick-frozen cuts. This type
of firm appears to be growing rapidly in size and number. There were seven such firms
in the San Francisco Bay Area in 1955. One or two of these have become fairly large-
volume firms. Most frozen meat handlers of the Bay Area sell principally to retail mar-
kets or to distributors of grocery items. 8

The San Jose area is self-contained to some extent, with respect to wholesale meat
distribution. Two boners and a number of independent jobbers, in addition to several
packers, are located at San Jose. These firms, however, compete directly with jobbers,
boners, and packers located in or near San Francisco. Their trade territories overlap

For purposes of this study, frozen meat was considered fresh rather than processed.
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on the peninsula between the two cities, and several San Francisco jobbers distribute to

hotels, restaurants, retail markets, and other outlets in San Jose.

The trade territories of some Bay Area jobbers extend northward as far as the Ore-
gon border. One jobber distributes by commercial carrier in Ashland and other cities

in southern Oregon. Others send delivery trucks eastward into the Lake Tahoe area and

Reno. One or two jobbers distribute as far south as Fresno and San Luis Obispo. For
the most part, however, the truck routes of San Francisco and Oakland jobbers are re-

stricted to the territory circumscribed by the cities of San Jose in the south, Santa Rosa
in the north, and Napa and Pittsburg to the east. This roughly describes the San Fran-
cisco Bay Area as defined in this study. Sales activities of the Bay Area branch houses,

however, are largely restricted to the Oakland-San Francisco metropolitan area. Sister

branch houses cover the nearby cities of Sacramento, Stockton, Reno, and Fresno.

Products handled and sales of wholesale meat distributors

Branch houses ordinarily sell a wider variety of products and a greater proportion

of nonmeat products than independent meat wholesalers. Groceries, canned foods, dairy

products, and other nonmeat products accounted for nearly one-fourth of the 1948 sales

of branch houses in the Pacific region, and nearly all branch houses handled these prod-

ucts. Only about 4 percent of the sales of independent meat wholesalers, on the other

hand, consisted of nonmeat products, and only a few of the wholesalers handled such

products (table 4).

Table 4. --Packer branch houses and independent meat wholesalers: Commodity line sales as

percentage of total sales of reporting establishments, Pacific region and United States,
19481 2

Commodity line
Branch houses

Pacific United States

Independent meat
wholesalers

Pacific United States

Meat and meat products
Canned and bottled foods
Frozen foods
Groceries
Dairy products
Eggs and poultry
Soaps, toilet and other
Miscellaneous foods and products.
Other

Total sales

Percent Percent

76.8 75.7
9.1 5.7

(

3
)

5,3 4.4
3.7 5.1
4.6 7.6
.3 .9

(
3

) (
3

)

.2 .6

Percent

96.0
.4

.4

.6

.3

1.6

.3

.4

Percent

94.4
.8

.4

.6

.7

2.1

.5

.5

100.0 100.0 100.0 100.0

1 Independent meat wholesalers are referred to in the Census as "meat product whole-
salers."

2 Census of Business, Wholesale Trade , 1498. Vol. IV, Tables 10B, 11, and 12, pages

10:26, 10:07, 11:09 and 12:03.
3 Less than 0.05 percent.

Compared with the sales of independent meat wholesalers, the sales of branch

houses usually consist of a higher percentage of cured, processed, and variety meats.

This was true for ttie Pacific region in 1948 (table 5). Among fresh meat sales of branch

houses, beef ordinarily dominates. However, branch houses in the Bay Area, as inmost

other areas of the Pacific region, are marked exceptions of this general rule (table 6).

Fresh beef, veal, and lamb accounted for only about 19 percent of the total sales, in

terms of physical volume, of Bay Area branch houses in 1955. Fresh and cured pork

accounted for 67 percent. Fresh pork sales of branch houses greatly exceeded their

sales of all other fresh meat, but they sold about twice as much pork in the smoked or

cured form as in the fresh state. Several of the Bay Area branch houses handled no meat

other than pork and pork products.
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Table 5. --Packer branch houses and independent meat wholesalers: Commodity line sales as

percentage of total sales and of total meat sales analyzed, Pacific region, 19481

Sales as a percentage of

Item
Total sales Meat sales analyzed

Branch
houses

Independent
wholesalers

Branch

houses
Independent
wholesalers

Meat and provisions

Percent

76.8
39.6
26.2
5.4

(

2
)

(

2
)

23.2

Percent

96.0
81.6
14.4
8.4
2.6

11.2
4.0

Percent
100.0
53.1
34.7
7.1

(
2

)

5.1

Percent
100.0

Fresh meat (except sausage)....
Cured boiled, smoked

81.1
10.3

Sausapp loaves 5.0

Lard 1.3

Other meats incl. game 2.3

Products not analyzed in detail

1 Census of Business, Wholesale Trade , 1948. Vol. IV, tables 11 and 12, pages 11.09 and

12.03.
2 Not indicated separately.

All types of independent meat wholesalers in the Bay Area other than calf handlers
uicentrate heavily upon fresh beef. Among jobbers and other types of independent whole-

salers, beef tends to dominate business thinking and planning, and many frankly admitted
that other species were handled only for competitive reasons. In order to sell beef in

volume, they find it necessary, in many instances, to carry a complete line of fresh

cone

meats

.

Calf handlers buy and distribute most of the calves and vealers which move through
the Bay Area wholesale market. Only token quantities are handled by other types of in-

dependent wholesalers and branch houses. About equal quantities of lamb, fresh pork,
and cured pork aresold by independent jobbers of the BayArea.

Manufacturers of prepared meats

The San Francisco Bay Area is well supplied with sausage factories and manufac-
turers of prepared meats. A combination of circumstances is responsible. Among these
are (l) a good supply of cows - -principally of the dairy breeds--and bulls, (2) a relatively
large sausage-eating population of Mediterranean extraction, and (3) climatic conditions
which are favorable to the manufacture of high-quality sausage.

It was not possible to acquire detailed data on these firms in 1955. Some pertinent
information, however, is available from the 1947 Census of Manufacturers . There were
53 prepared meat manufacturers in the Bay Area in 1947, an 8 percent increase from
1939. In addition, available data indicate that the prepared meat plants of the Bay Area
are relatively large (table 7). Sausage manufacturing was relatively less important in the
Los Angeles area in terms of numbers of plants and number of plants per capita, as well
as numbers of workers per plant.
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Table 6.—Packer branch houses and independent meat wholesalers: Meat sold and percentage
distribution of physical sales by species and class of handler, San Francisco Bay Area,
1955

Wholesale meat
distributors

Beef Veal Lamb Pork
Total
fresh

Cured
pork

Proc-
essed

variety
& offal

Total
meat

Branch houses
Independent meat
wholesalers

Jobbers

1,000
pounds

23,328

174,520
126,452
43,907

4,161

2,000

Pounds
3,781

29,526
7,135

67
20,870

1,455

1,000

pounds

4,245

11,764
11, 264

500

2,000

Pounds

36,795

14, 833
12,960

1

94

2,000

pounds

68, 149

230, 645

157,811
44,475
20,870

5,710

2,000

pounds
72,899

13,137

2,000

pounds
22,917

8,457

2, 000

pounds
163,965

252,239

Boners • .

.

Calf handlers ....

Frozen meat
handlers

—

Percentages of total meat and meat products handled

Branch houses

Independent meat
wholesalers

Percent

14.2

69.2

Percent

2.3

11.7

Percent

2.6

4.6

Percent

22.4

5.9

Percent

41.5

91.4

Percent

44.5

5.2

Percent

14.0

3.4

Percent

100.0

100.0

Percentages of total fresh meat handled

Beef Veal Lamb Pork Total

Branch houses
Independent meat
wholesalers

Jobbers

Percent

34.2

75.7
80.1

83.9

77.6
98.7

Percent

5.6

12.8
4.5

3.9

4.9

Percent

6.2

5.1
7.2

5.1

8.6
i .1

Percent

54.0

6.4
8.2

7.1

8.9

Percent

100.0

100.0
100.0

Retail supply
houses

Hotel supply
houses

Boners

100.0

100.0
i nn . n

Calf handlers. . .

.

Frozen meat
handlers 72.9

100.0

25.5 -- 1.6

100.0

100.0

Data not available.
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Table 7. --Manufacturers of prepared meats: Selected data for selected areas, 1947, and
changes, 1939-471

Area Plants
Workers

per plant

Change from
1939 to 1947

Number
of plants

Workers
per plant

Oakland-San Francisco 2

Los Angeles 2

Pacific
United States

Number
53

27
138

1,264

Numb e

r

15.6
21.0
17.6
27.3

Percent
8.2
3.8

31.4
5.6

Percent
194.3
154.2
155.1
85.7

1 Census of Manufacturers , 1947, vol. Ill, table 2, page 22; vol. II tables 2 and 5,

pages 69, 97, and 100. Percentage changes also based upon Census of Manufacturers , 1939,
vol. II, Part I, table 2, pp. 66 and 67, and vol. Ill, table 9, pp. 98-9, 104-5.

2 Census, metropolitan areas.

Retail meat stores 9

An analysis of census data on sales through grocery stores and meat markets re-
veals several peculiarities of the Oakland-San Francisco metropolitan area, which should
be considered in evaluating the results of this study. The first of these is that a rela-
tively high proportion of the stores in this area are strictly grocery stores in the sense
that they carry no fresh meat. The second is that meat markets in that area sell a rela-
tively high proportion of the meat sold through retail meat stores. The third peculiarity
is that, although multiunits in the Oakland-San Francisco metropolitan area account for
a relatively high proportion of the total sales in the area by "grocery stores with fresh
meat, " they account for a relatively small proportion of the meat sales by all grocery
stores and meat markets. 10

In 1948, grocery stores with fresh meat accounted for only 40 percent of the grocery
stores in the area, compared with 66 percent for the State as a whole. Comparisons of
sales indicate about the same results. In the Bay Area, grocery stores with fresh meat
accounted for about 67 percent of the total grocery store sales. For California as a
whole, sales of grocery stores with fresh meat accounted for almost 85 percent of the
total.

Meat markets in 1948 accounted for nearly 30 percent of the total number of retail
meat stores in the Bay Area. For California, this figure was 13 percent, which means
that in the remainder of the State, particularly Los Angeles, meat markets were rela-
tively unimportant (table 8). By 1948, less than 10 percent of the meat and combination
grocery-meat stores of the United States consisted of meat markets, and in some areas
they had become virtually nonexistent.

The relative importance of meat markets and grocery stores in selected areas, as of

1948, with respect to meat sales is indicated in table 9. It appears from this table that (1)
meat markets were much more important in the Bay Area than elsewhere in California,
the Pacific region, or the Nation as a whole, and (2) meat markets relative to grocery
stores with fresh meat were much more important in terms of dollar sales of meat than
in terms of numbers.

9 "Retail meat stores, " for purposes of this study, were defined to include "retail food stores with fresh meat*' or combi-
nation grocery-meat stores as well as meat markets. "Retail meat outlets, " where used, however, includes restaurants and other

purveyors of meals. The term "meat and grocery retailers** as used in later portions of this report refers to operators of "retail

meat stores.
"

!0 The term "multiunits" as used in the census refers to two or more retail units which are owned and operated by one

organization.

42377- •
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Table 8.— Grocery stores with fresh meat and meat markets: Number in selected areas and
percentage relationships, 19481

Area
Grocery stores

with
fresh meat

Meat
markets

Total

Meat markets
as a

percentage of
total

Oakland--S. F. metropoli-
tan area

Number
1,518

11,338
16,157

223,662

Number
623

1,690
2,309

24,242

Number
2,141
12,828
18,466

247,904

Pe re e nt

29.1
California ,

Pacific region
United States

13.0
12.5
9.8

1 Census of Business , Retail Trade , 1948, Vol. I, tables 1C and IE, pages 1.04 and 1.15;
Vol. Ill, tables 101 and 102, pages 4.02 and 4.09. Comparable data not available in 1954
Census of Business .

Table 9. --Grocery stores with fresh meat, and meat markets: Total sales, total meat sales,
and percentage distribution of total meat sales between grocery stores and meat markets,
selected areas, 19481

Area
Total
sales

Meat sales
as a

percent
of

total

Meat
sales2

Percentage
distribu-

tion of meat
sales by retail
meat stores

0akland--S.F. metropolitan area
Grocery stores with fresh meat.
Meat markets

Million

dol lars

307
51

Percent
3 24.1
3 96.7

Mi 1 1 ion

dollars

73.99
49.32

Percent
60.0
40.0

Total 123.31 100.0

California
Grocery stores with fresh meat.
Meat markets

1,886
138

3 24.1
3 96.7

454.53
133.45

77.3
22.7

Total 587.98 100.0

Pacific region
Grocery stores with fresh meat.
Meat markets

3,415
187

24.1
96.7

823.02
180.83

82.0
18.0

Total 1,003.85 100.0

United States
Grocery stores with fresh meat.
Meat markets

20,743
1,642

29.2
96.6

6,056.96
1,586.17

79.2
20.8

Total 7,643.13 100.0

Columns 1 and 2 from Census of Business , Retail Trade , 1948, Vol. I, tables 101 and

102, pages 4.02 and 4.09; Vol. II, tables 16A and 16B, pages 16:02 and 16:03.
2 These meat sales figures were . calculated from columns 1 and 2.
3 Not available in the census. It was assumed, however, that the percentage figures for

the Pacific region were reasonably representative. Published figures on meat sales as a

percentage of total sales were remarkably constant between regions and among stores of
different sizes.
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Although meat markets appear to have accounted for about 40 percent of the 1948 re-
tail meat sales in the Bay Area, some important changes probably have occurred since
1948 if trends indicated for the period 1939-48 have continued. Numbers of meat markets
in California dropped about one-half between 1939 and 1948. Numbers of grocery stores
with fresh meat, on the other hand, increased 39 percent during the same period.

Data on the relative importance of multiunits among retail meat stores are pre-
sented in table 10. While the derived estimates shown in column 6 of table 10 indicate
that multiunit meat markets and multiunit grocery stores, combined, account for a

relatively high percentage of the retail meat sales in the San Francisco metropolitan

Table 10. — Grocery stores with meat, and meat markets: Estimated meat and total sales,

and multiunit sales by grocery stores and meat markets, selected areas, 19481

Sales

Area, store, and market
Total1 Meat 2

Multiunit Multiunit meat
as percentage
of all meat^Total3 Meat4

S.F. --Oakland metropolitan area
Grocery stores with meat
Meat markets

Mi I lion

dol lars
307
51

Mi I lion

dollars.

73.99
49.32

Million

dol lars
159.33
10.97

Mil lion

dol lars
39.99
10.41

Percent
32.4
8.5

Total 123.31 50.40 40.9

California
Grocery stores with meat 1,886

138
454.53
133.45

935.46
27.60

231.06
26.33

39.3
Meat markets 4.5

Total 587.98 257.39 43.8

Pacific
Grocery stores with meat
Meat markets

3,415
187

823.02
180.83

1,632.37
34.41

399.93
32.83

39.8
3.3

Total 1,003.85 432 . 76 43.1

United States
Grocery stores with meat
Meat markets

20,743
1,642

6,056.96
1,586.17

9,298.90
239.73

2,678.08
230. 14

35.0
3.0

Total 7,643.13 2,908.22 38.0

From column 1, table 9.
2 From column 3, table 9.
3 Derived by applying percentage figures computed from census data to the figures in

column 1. Each percentage was derived, in turn, from sales data on total and multiunit
sales of meat and fish markets. Census of Business , Retail Trade , Vol. I, tables 2F, 2G,

3B, and 3C, pages 2.74, 2.94, 3.08, and 3.76.
4 Derived by applying percentage figures computed from the census to the figures in

column 3. Each percentage was derived, in turn, from sales data reported by a sample of
stores. For the United States and Pacific region, the percentages were computed from data
on total sales and sales of meat, seafood, and poultry by multiunits and large stores.
Sales of fish markets, however, were excluded. The percentages applicable to the Pacific
region were used for California and for the S.F. -Oakland metropolitan area. Census of
Business , Retail Trade , Vol. II, tables 16C, 16D, and 16E, pages 16.06, 16.07, 16.15,
16.17, and 16.29.

5 Derived from columns 2 and 4. Rows 1, 2, and 3 of column 4 for each geographic divi-
sion were successively divided by row 3 of column 2 for each geographic division.

- 15 -



area, they point to a quite different situation for multiunit grocery stores considered
separately. Only 32.4 percent of the Bay Area retail meat sales in 1948 were made by
multiunit grocery stores. This compares with about 40 percent for California and the
Pacific region and with 35 percent for the United States. Nearly 9 percent of the Bay
Area retail meat sales were made by multiunit meat markets.

SUPPLY AND DISTRIBUTION PATTERNS

The procurement and distribution patterns for the different species of livestock and
meat in Northern California, as mentioned earlier, differ greatly. In some respects,
the different species are as unrelated in production, distribution, and consumption as
eggs and broilers, oranges and lemons, or other dissimilar commodities. An important
reason for this is that both the supply and demand characteristics of the four principal
types of fresh meat differ in many important respects. They are not highly competitive
either in production, so far as the West generally is concerned, or in consumption.

Beef and Beef Cattle

More than a million head of cattle were slaughtered in Northern California in the
period November 1, 1954, through October 31, 1955. 12m These animals produced approxi-
mately 557 million pounds of dressed meat, which, together with purchases of about 4
million pounds of carcass beef from out-of -State packers, constituted total beef sales,
for the period, of Northern California packers. However, two-thirds of the mature cattle

slaughtered by Northern California packers in 1955 were classified as "beef heifers and
steers. " These were animals primarily of the beef breeds which packers estimated
would grade "Prime, " "Choice, " or "Good, " or which were young animals of the Com-
mercial grade. Actually, little or no Prime beef is produced commercially in California,
and, therefore, the category "beef heifers and steers" actually applied to beef animals
of the Choice and Good grades, in addition to young animals of the Commercial grade,
now classified as "Standard. " 12 The remaining group, referred to as "other cattle" in

this study, includes bulls, cattle of the dairy breeds, and all other cattle which packers
estimated would grade Commercial or lower.

Packer sources of supply for beef

Geographic sources . --Numbers of cattle on farms in California and marketings of

slaughter cattle from California farms, ranches, and feedlots have trended generally up-
ward for many years. Nevertheless, inshipments of slaughter cattle have continued to

represent 20 to 30 percent of the total slaughter of beef in California (fig. 2a).

Estimates made by packers in this study indicate that about 80 percent of the cattle

slaughtered by Northern California packers in 1955 were purchased in California. In-

shipments by these packers from out-of -State, calculated on an equivalent dressed meat
basis, amounted to 112. 5 million pounds, of which 108.4 million pounds were inshipments
of live slaughter animals. Most of the inshipments of live slaughter animals, as well as
of dressed beef, originated in other Western States (table ll).13 Less than 1 percent of

the total beef handled by Northern California packers in 1955 was acquired in Midwestern
or Eastern States.

Northern California packers acquired a significantly higher proportion of the beef
heifers and steers than of the "other cattle" outside California. Beef heifers and steers
accounted for about 80 percent of the direct out-of -State purchases by packers. However,
a's will be indicated later, packers buy a higher proportion of the lower grades through
dealers and order buyers. Many of these purchases show up in the geographic breakdown

11 This corresponds to the fiscal year of most packers. The period is referred to henceforth simply as "1955.

"

12 The live, as well as carcass, grades for beef are Prime, Choice, Good, Standard, Commercial, Utility, Canner, and
Cutter.

13 Washington, Oregon, Idaho, Montana, Wyoming, Nevada, Utah, Colorado, Arizona, and New Mexico.
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CATTLE AND CALVES IN CALIFORNIA
Slaughtered,and On Farms Jan. 1
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SOURCE: CALIFORNIA CROP AND LIVESTOCK REPORTING SERVICE.

* FROM CALIFORNIA FARMS AND FEEDLOTS FOR SLAUGHTER IN CALIFORNIA, ASSUMING TOTAL MINUS INSHIPMENTS
FOR IMMEDIATE SLAUGHTER EQUALS CALIFORNIA MARKETINGS IN CALIFORNIA.

U. S. DEPARTMENT OF AGRICULTURE NEC. 3578-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 2

as purchases in California. In addition, relatively large numbers of dairy cattle, all of

which are eventually slaughtered, are produced in California.

The percentages of packer purchases within California were about the same for the
various classes of packers (table 11). It appears, however, that it was the nonfederally
inspected packers who made most of the purchases of live beef animals in the Midwest.
Large Federally inspected packers, on the other hand, were responsible for most of

the packers 1 inshipments of carcass beef.

Feedlot and other local market sources . --Cattle finishing operations have increased
markedly during recent years in most of the western regions. Among the Western States,
however, feeding operations have increased most rapidly in California, which now ac-
counts for more than 45 percent of the fed cattle produced in western feedlots. 14. Num-
bers of cattle in California feedlots on January 1, 1955, for instance, were more than 4
times greater than the numbers on feed just 5 years earlier (fig. 2).

The important fattening areas of California are the Los Angeles commercial yards,
the Imperial Valley in the extreme southeastern part of the State, and the Great Central
Valley and adjacent coastal areas. For the most part, these are large commercial dry-
lot operations involving a relatively high capital cost. They contrast sharply with the
typical farm feedlots of the Midwest. A recent study indicates that of the cattle fed in

California each year about 68 percent are finished at lots where the turnover averages

1 ^ Scott, Frank S. Marketing Aspects of Western Cattle Finishing Operations . Western Regional Publication No. 190,

Nevada Agricultural Experiment Station, Reno, Nev. 1955, p. 13.
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Table 11.—Beef and beef cattle: Quantity purchased, equivalent carcass weight, and geo-

graphic source of purchases by packers, Northern California, 1955 1

Beef
Purchased

Percentage distribution of
packer purchases

Item

California
Other

Western
States 2

Other
States

Purchases by packers:
Live purchases:

Class of cattle:

Beef heifers and steers
Other cattle •

2,000

pounds

371,597
185,660

202,726
354,531

380,738
176,519

Percent

76.7
88.2

79.4
81.1

80.5
80.6

Percent

22.2
11.7

20.4
17.7

19.2
17.7

Percent
1.1
.1

Packer group:
Bay Area • .2

Other Northern California

Federally inspected ...........

1.2

.3

Nonfederally inspected 1.7

Total live 557,257 80.5 18.7 .8

Carcasses purchased outside
California ••••••••• 4,103 92.2 7.8

Total 561,360 80.1 19.1 08

1 Nov. 1, 1954, through Oct. 31, 1955. This is normally considered the fiscal period of

packers

.

2 Oregon, Washington, Idaho, Montana, Wyoming, Utah, Colorado, Nevada, Arizona, and New
Mexico.

over 10, 000 animals a year. 15 Less than 5 percent of the total are fed out at lots where
the annual turnover is 500 or less.

More than a million head of cattle are placed on feed annually in California, and it

appears from this study that about 480 thousand head were fed out in Northern California
in 1955. Few of these cattle originated on California farms and ranches, however. An-
nual total shipments of stockers and feeders into California vary between 850 thousand
and a million head and have trended generally upward over the past 10 years.

About 48 percent of the cattle slaughtered by Northern California packers in 1955,
according to estimates provided by this study, consisted of feedlot cattle which packers
purchased either as feeders or as slaughter cattle at the feedlot. For the category "beef
heifers and steers, " this percentage, of course, was higher, about 69 percent, and al-
most three-quarters of the beef heifers and steers slaughtered by Bay Area packers had
been marketed directly from California feedlots (table 12).

While feedlots are the principal sources of Northern California packers' beef heifers
and steers, auction markets are the principal sources of these packers' "other cattle. "

Packer purchases at auction markets accounted for about one-half the acquisitions of

other cattle by packers. Country purchases of the higher grades, the beef heifers and
steers, amounted to about 21 percent of the total for these grades of beef, and of this

15
Scott, Frank S. op. cit.

, p. 13.
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approximately four-fifths was purchased directly from producers. Relatively few slaugh-
ter cattle were purchased by Northern California packers in 1955 at terminal public mar-
kets. Purchases at these markets accounted for 11 percent and 23 percent, respectively,
of the beef heifers and steers and of other cattle.

Table 12. --Beef: Percentage distribution, by sources, of packer purchases, by type of
local market, Northern California, 1955

Commer-
cial
feed-
lots

Terminal
public
markets

Other 1

Item Direct
from

producers
Auctions Total

Packer purchases:
Beef heifers and steers:

Packer group:
Bay Area

Percent

73.7
65.3

75.1
51.8

Percent

14.5
8.0

10.9
9.6

Percent

10.4
20.4

11.3
29.7

Percent

1.4
6.3

2.7
8.9

Percent

11.8
Other Northern California

Federally inspected
Nonfederally inspected...

26.7

14.0
38.6

Average 68.7 10.6 16.4 4.3 20.7

Other cattle:
Packer group:

Bay Area
Other Northern California

Federally inspected
Nonfederally inspected...

7.2
4.8

3.5
8.6

47.5
12.5

28.1
15.5

27.2
17.4

18.2
23.8

18.1
65.3

50.2
52.1

45.3
82.7

68.4
75.9

Average 5.5 23.2 20.4 50.9 71.3

Total 47.8 14.8 17.8 19.6 37.4

1 The distribution of "other" between "direct from producers" and "auctions" was esti-
mated on the basis of replies by a sample of packers.

Packers' beef sales patterns

Nearly 60 percent, or 332 million pounds, of the 561 million pounds of beef produced
by Northern California packers in 1955 found its way into the San Francisco Bay Area.
Of the 332 million pounds, about 206 million pounds were produced from slaughter by
Bay Area packers; the remainder was shipped into the Area from or by Other Northern
California packers. However, only about 308 million pounds, or 55 percent of the total,

were actually sold for distribution in the Bay Area (table 13). More than a million pounds
of the 332 million were exported or shipped by packers to Hawaii or other off shore points,
and another 23 million pounds, or 1 1 percent of the beef produced by Bay Area packers,
were trucked or shipped by these packers to other parts of California, Oregon, and
Nevada. Most of this 23 million pounds went to packer branch houses at Reno, Sacra-
mento, Stockton, and Fresno. Most of the remainder was distributed on packer truck
routes to many of the smaller towns and cities throughout Northern California.

Local sales of fresh beef by Bay Area packers, as shown by table 13, were prin-
cipally to retail meat stores. These outlets accounted for nearly 60 percent of their Bay
Area sales tonnage. Independent jobbers and boners accounted for another 23 percent of

these sales. Only about 8 percent was distributed through packer branch houses.
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Table 13. --Beef : Sales and percentage distribution of sales, equivalent carcass weight, "by

packers, "by type of outlet, Northern California, 1955

Item
Bay Area
packers

Other
Northern
California
p-ackers

Total

Sales

:

Outside Bay Area:
To domestic points
Through Bay Area to foreign and offshore

points
Sales in Bay Area

1,000

Pounds

23,102

C
1

)

183,127

1,000

pounds

229,424

1,172
124,535

1, 000

Pounds

252,526

1,172
307,662

Total 206,229 355,131 561,360

Percentage of sales in Bay Area

Retail outlets
Meat and grocery retailers 2

. . .

Percent
59.0

.7

Percent
18.9

.1

Percent
42.8

Institutions and purveyors3 .5

Total 59.7 19.0 43.3

Wholesale meat distributors and other
Packer branch houses • 7.6

2.6
21.1
6.4
2.6

.2

18.9
54.0
7.4
.5

4.6
Boners • 9.2
Jobbers • . . • 34.4
Gov't, agencies incl. the military
Processors and other •••••

6.8
1.7

Total 40.3 81.0 56.7

Grand Total 100.0 100.0 100.0

Insignificant.
2 Includes retail chain and independent grocery stores and meat markets.
3 Hotels, restaurants, industrial restaurants, ship supply, and other institutions or

purveyors of meals.
4 Includes a small quantity of sales to calf handlers and frozen meat handlers.

Bay Area sales of beef by Northern California packers outside the Area were mainly
to independent meat wholesalers. Jobbers alone accounted for more than half the total,

and another 19 percent was acquired by Bay Area boners. Direct sales of beef by North-
ern California packers outside the Area to retail meat stores in the Bay Area were con-
fined principally to sales to retail food chains and to meat markets and grocery stores
on the fringes of the San Francisco Bay Area, as defined.

Sales of beef by packers to institutions, restaurants, and other purveyors, as well
as sales to local independent processors, represented relatively small proportions of

total packer sales in the Area. 1 ^ However, agencies of Federal, State, and local govern-
ments, principally the military, were important customers of packers. Even in the

peacetime year 1955, agencies of governments accounted for an estimated 21 million
pounds of the 308 million pounds of beef distributed in the Bay Area by Northern Cali-
fornia packers.

16 The term "purveyor, " as used in this report, means a hotel, restaurant, industrial restaurant, or other purveyor of

meals. Institutional users of meat, such as prisons or hospitals, are classed along with purveyors throughout the report.
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Beef procurement and distribution patterns of wholesale meat distributors

Wholesale meat distributors, including packer branch houses, boners, and independ-
ent jobbers, handle a considerable part of the beef that finds its way into the San Fran-
cisco Bay Area. As indicated in the previous section, these three types of wholesale meat
distributors accounted for nearly one-third of the beef distributed locally by Bay Area
packers and over 73 percent of the beef sold in the Bay Area by Other Northern Califor-
nia packers. In addition, they handled most of the out-of-State carcass beef which moved
into the Area.

Of the three types of wholesale meat distributors - -packer branch houses, boners,
and independent jobbers—independent jobbers were by far the most important in terms
of total volume of beef handled (table 14). Aggregate annual sales of Bay Area jobbers
were nearly 131 million pounds. The boners were next in importance with a total annual
volume of about 44 million pounds. Bay Area packer branch houses, with sales of about
23 million pounds annually, were less important in the distribution of beef in the Bay
Area than in most other areas of the Nation.

The Bay Area branch houses, particularly those operated by firms which also
operated packing plants in the Area, acquired most of their beef from local Bay Area
packers in 1955 (table 14). In the aggregate, they found it necessary or desirable tc ac-
quire about 8. 6 million pounds of carcass beef, 37 percent of the total volume handled,

Table 14-. --Beef: Quantity and percentage distribution of purchases by wholesale meat dis-
tributors, San Francisco Bay Area, 1955

Item
Packer
branch
houses

Boners
Independent

jobbers

Purchases

1 ,000

Pounds
23,328

Percent

59.8
.9

C

1
)

1.4
.8

1,000

Pounds
43,907

Percent

10.8
53.7

(

2
)

.1

(

X
)

1,000

pounds
130,613

Percentage distribution of purchases:
California:

Packers:
Bay Area

Percent

29.6
Other Northern California

Wholesale meat distributors (Bay Area):
Branch houses

51.5

.7

Jobbers (

X
)

Boners 1.4

Total 62.9 64.6 83.2

10 other Western States 35.5
1.6

34.9
.5

14.8
Other States 2.0

Total 37.1 35.4 16.8

Grand tot al 100.0 100.0 100.0

To a limited extent, branch houses, of course, buy and sell to one another. In the ag-

gregate, however, these transactions balance and cancel out. This is true also of boners
and jobbers.

2 Less than 0.05 percent.

423779 O - 57 21 -



outside California. Most of this, however, was acquired from packers located in other
Western States, Less than half a million pounds of beef were shipped in 1955 from Mid-
western areas to Bay Area branch houses, despite the fact that, for some of these branch
houses, the nearest company-owned packing plant was located in the Midwest. But, as
indicated earlier, some of the Bay Area branch houses handled very little beef.

Boners and jobbers of the Bay Area bought even greater quantities of beef out-of-
State than did branch houses. Percentagewise, however, carcass beef from out-of -State
was much less important to Bay Area jobbers than to either boners or branch houses.
Nearby packers, particularly Other Northern California packers, were the principal
supply sources of boners and jobbers for beef. Bay Area jobbers apparently provide in-
terior California packers and also packers in some other Western States with an impor-
tant outlet for block beef. 17 Bay Area boners, on the other hand, provide these packers
with outlets for carcasses of cows, bulls, and other lower grade beef.

Turning from procurement to distribution, sales patterns of Bay Area wholesale
meat distributors for beef are indicated in table 15. Data in this table reveal several
important facts.

First, boners and some independent jobbers ship considerable quantities of beef to

domestic points outside the Bay Area. Some Bay Area jobbers, as indicated earlier,
distribute widely throughout Northern California. The boners, who deal in large whole-
sale quantities of boned beef, shipped often to buyers in all major West Coast cities,

including Los Angeles, Portland, and Seattle. Boners also shipped considerable quan-
tities of meat to Hawaii and the Philippine Islands. In addition, small quantities were
exported by boners to Japan, Hong Kong, and other foreign or offshore areas. A few
jobbers also exported small quantities of boned meat. The cheaper, lower quality beef
handled by boners competes more effectively than the higher priced block beef with meat
produced in Australia and other meat-exporting countries.

Second, Bay Area branch houses distributed beef principally to retail meat stores,
although they also sold considerable quantities to processors and purveyors or institu-

tions. Boners, on the other hand, sold mainly to processors. However, about 11 percent,
or 2 million pounds of beef sold in the Bay Area by boners moved to retail meat stores.
This, for the most part, was meat eventually sold as hamburger.

Third, except for scattered sales to processors, Government agencies, and others,
the 1955 beef sales of jobbers were divided almost equally between retail markets on the
one hand and purveyors or institutions on the other. This is not typically true, however,
of individual jobbers. Most meat jobbing firms of the Bay Area are largely specialized
either in supplying hotels, restaurants, and other purveyors or institutions, or in dis-
tributing to independent meat markets and grocery stores. The hotel supply houses,
therefore, handle ribs and loins mainly. If these firms sell to retail markets, it is for
the principal purpose of disposing of rounds, chucks, and other wholesale cuts not
strongly desired by purveyors. The retail supply houses, on the other hand, cater to the
demand among retail markets for rounds, chucks, and the lower valued wholesale cuts.

Many look to a small clientele of hotels and restaurants for disposal of excess supplies
of ribs and loins. At all levels of the wholesale market, sausage manufacturers and other
meat processors are looked to for disposal of trimmings and lower grade carcasses.

Fourth, government agencies and the military bought considerable quantities of beef
from wholesale meat distributors as well as from packers. Estimates of these meat-
packing or distributing firms indicate that about 30 million pounds of beef were purchased
in the Bay Area during 1955 by the military and other agencies of government.

17 "Block beef" is beef which ordinarily moves into fresh meat consumption channels rather than to processors or boners.

It is fresh beef which moves across the cutting block of the retail butcher and includes qualities of beef sold to restaurants and
other dining establishments.
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Table 15. --Beef: Sales and percentage distribution of sales, equivalent carcass weight,
by wholesale meat distributors, by type of outlet, San Francisco Bay Area, 1955

Item
Packer
branch
houses

Boners
Independent

jobbers

Sales:
Outside Bay Area:

To domestic points
To foreign and offshore points

Bay Area

2,000

pounds

503
599

22,426

2,000

pounds

15,894
2,073

25,940

2,000

pounds

13,053
1,221

116,339

Total 23,323 43,907 130,613

Percentage distribution of Bay Area sales:

Retail outlets:
Meat and grocery retailers 1

Institutions and purveyors 2

Percent

65.5
8.7

Percent

10.7
.6

Percent

45.0
44.8

Total 74.2 11.3 89.8

Wholesale meat distributors and other:
Packer branch houses
Boners
Jobbers

Processors and other

4.3
4.7
16.8

.8

(

3
)

7.0
6.9

74.0

.3

(

4
)

(
3

)

5.5
4.4

Total 25.8 88.7 10.2

Total 100.0 100.0 100.0

Includes chain and independent grocery stores with meat and meat markets.
Hotels, restaurants, industrial resxaurants, all other purveyors of meals
These transactions in the aggregate cancel out.

* Less than 0.05 percent.

Sales to and purchases by retail food stores 13

Sales of beef to Bay Area purchasing units of retail food chains, according to data
collected, accounted for about 55 million pounds, or 26. 9 percent, of the beef purchased
in 1955 by all meat markets and grocery stores in the Bay Area. However, not all of the
55 million pounds of beef acquired by food chains was distributed in the Bay Area. The
Bay Area is the Northern California purchasing headquarters for several of the seven
chains included in the study, and most of the meat purchased by these chains for dis-
tribution in Northern California is moved into central warehouses in the Bay Area. From
these points, it moves out to cities and towns throughout the northern half of the State.
About 23 million of the 55 million pounds of beef acquired were so distributed outside
the Bay Area. The remaining 32 million pounds distributed to retail units in the Bay Area
by retail food chains represented only 17. 5 percent of the beef retailed in the Area. 1 9

The Bay Area retail food chains acquired most of their beef from local Bay Area
packers, but they bought considerable quantities from Other Northern California packers
and from Bay Area jobbers (table 16). In addition, approximately 2.4 million pounds of

18
Retail food chains were defined so that multiunit grocery store organizations with fewer than 5 retail units were ex-

cluded.

This estimate of beef sold in the Bay Area through retail food chains was lower than the census estimate derived earlier

because "multiunits, " as used in the census, includes all firms operating more than 1 store, whereas "retail food chains" was
defined in this study to include only those firms operating 5 or more retail units.
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Table 16. —Beef: Quantity and distribution of purchases of meat and grocery retailers,
by type and location of seller, San Francisco Bay Area, 1955

Quantity
purchased

Percentage of total
supplied by each seller

Percentage distri-
bution among sellers

Seller Meat markets
and independent
grocery stores

Retail
food

chains

Meat markets
and independent
grocery stores

Retail
food
chains

Packers

:

1, 000

pounds

108,108
23,510
2,377

14,690
52,299
2,773

Percent

72.3
34.6

98.2
87.9
85.9

Percent

27.7
65.4

100.0

1.8
12.1
14.1

Percent
52.4
5.4

C
1

)

9.7
30.9
1.6

Percent
54.8

Other Northern California.

Other Western States
Packer branch houses,

Bay Area

28.1
4.4

,5

Jobbers, Bay Area
Boners, Bay Area.

11.5
.7

All sellers 203,757 73.1 26.9 100.0 100.0

No attempt was made in this study to determine direct purchases by meat markets and
independent grocery stores in the Bay Area from packers outside the State. These, how-
ever, were considered insignificant.

beef were brought into the Bay Area by the chains from out-of-State packers. Direct
purchases of beef from packers, irrespective of location, represented 87 percent of

total beef purchases in 1955 by Bay Area retail food chains. This compares with about
58 percent for all independent meat stores in the Area.

The 2.4 million pounds of beef acquired from out-of-State packers by the Bay Area
food chains represented a net addition to the supplies of beef indicated earlier as avail-
able for distribution in the Bay Area. Bay Area packers produced 206 million pounds of

beef, and Other Northern California packers made available an additional 126 million
pounds. To these quantities must be added the 46 million pounds of beef received by
wholesale meat distributors from out-of-State packers. This, with the 2.4 millionpounds
received by the retail food chains, brings the total to 380.4 million pounds, which is the
total estimated quantity of beef available in the Bay Area in 1955 for distribution. As in-

dicated (table 17), an estimated 69. 1 percent of this total was acquired in the form of

slaughter cattle or dressed beef within the State of California. Most of the remainder,
29. 5 percent, originated in Other Western States. About 1.4 percent was brought into

the Bay Area from the Midwest.

Form in which beef is distributed in the Bay Area

Fresh beef is purchased or sold in carcass form, in wholesale cuts, in retail cuts,

and in many other specialized types of cuts. 20 It may be processed to some extent and
remain fresh, as boned meat or chip steaks.

Traditionally, packers have sold beef in carcass form. This is the form in which it

has been most readily accepted by retail meat markets and grocery stores as well as the
jobbing trade. Thus, a high proportion of the packer sales in the Bay Area was in carcass
form (table 18). The Bay Area packers, however, sold a higher proportion of their beef
in the form of cuts than those located at a distance from the market; but most of these
sales by Bay Area packers involved emergency and supplemental purchases by retailers
or purveyors and orders by very small grocery stores.

20 The term "carcass form,*' as used in this report, includes sides and quarters of beef.

24



Table 17. —Beef: Total quantity, in terms of carcass weight, available for distribution,
by geographic source, San Francisco Bay Area, 1955 1

Sources of Supply

Item
Califor-
nia

Other
Western
States

Other
States

Total
available

in

Bay Area

Production by Bay Area packers ,

Bay Area sales of other Northern California
packers 2

,

Receipts of wholesale meat distributors from
out-of-State packers

Receipts of retail food chains from
out-of-State packers

Total

Percentage distribution

1,000

pounds

161,065

101,823

1,000

Pounds

44,545

22,376

42,902

2,377

1,000

pounds

619

1,508

3,223

262,888 112,200 5,350

69.1 29.5 1.4

1,000

pounds

206,229

125,707

46,125

2,377

380,438

100.0

These are sources only for slaughter cattle and dressed beef. Feeder cattle shipped
into the State for feeding and sold as fed slaughter cattle in 1955 are included under
California. Inshipments by purveyors, processors, and independent retailers from outside
California were omitted.

2 It was assumed that the sources of beef sold in the San Francisco Bay Area by "Other
Northern California packers" were the same in relative terms as sources of all cattle and
beef acquired and sold by these packers.

Although jobbers bought nearly all of their beef in carcass form, they sold it, for
the most part, in the form of wholesale or fabricated cuts (table 18). 21 This is particu-
larly true of hotel supply houses. Bay Area jobbers cut or fabricated 75 percent of the
beef handled by them. Another 8 percent was purchased in the form of cuts, leaving about
17 percent for sale in carcass form.

Boners, of course, fabricate and bone nearly all the beef they purchase. Branch
houses, on the other hand, sold a high percentage of their beef in carcass form. The
reason for this is that they sell mainly to retail meat markets and independent grocery
stores. These markets and stores, according to long established custom, buy in carcass
form, and employ butchers to do their breaking and fabricating. Some purchases of extra
quarters or wholesale cuts are made necessary, however, by changing relative demands
for the different retail cuts. In the summer, for instance, the demand for ribs and loins
increases relative to the demand for other types of cuts. During the winter, on the other
hand, demand for roasting and stewing meats increases relative to ribs and loins. These
seasonally increased demands for particular cuts sometimes cannot be met through
changes in the relative prices of different cuts.

Beef sold by packers to retail food chains of the Bay Area was, for the most part, in

carcass form (table 18). Carcass beef, according to the chains, made up about 79 percent
of their total purchases. Nearly all of the remainder was purchased in the form of whole-
sale cuts. The chains indicated that purchases of cuts were about equally divided between
packers, on the one hand, and jobbers and branch houses, on the other.

The wholesale cuts of beef are relatively large and fairly well standardized subdivisions of the carcass. Fabricated cuts

are specialized types of cuts and in this report they include retail cuts.
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Table 18. --Beef : Percentages showing form in which purchased or sold by packers, whole-

sale meat distributors, and retail food chains, San Francisco Bay Area, 1955

Carcasses
Cuts

Type of buyer or seller
Wholesale Other Total

Packers

:

Bay Are a.:
1 Percent

84.2

94.5

83.4
63.8

92.0
16.6

99.8
4.4

78.7

Percent

14.8

1.3

(
2
)

(
2

)

7.5
39.5

.1

4.8

18.3

Perce nt

1.0

4.2

(
2

)

(
2

)

.5

43.9

.1

90.8

3.0

Pe rcent

Sales 15.8
Other Northern California:

Sales
Wholesale meat distributors, Bay Area:

Branch houses:
Purchases
Sales

5.5

16.6
36.2

Jobbers

:

Purchases
Sales

8.0
83.4

Boners

:

Purchases .2

Sales
Retail food chains:
Purchases

95.6

21.3

1 Excludes the two national packers in the Bay Area.
2 Not determined.

Use of Federal beef grades in the wholesale market

Beef is sold both graded and ungraded. It may be graded and stamped according to

packer or proprietary grade standards, or according to standards of the U. S. Depart-
ment of Agriculture. The Federal grading of beef or other carcass meat is voluntary,
but the actual grading is done by Department of Agriculture technicians, and the packer
or other handler pays a nominal fee.

Most of the beef which moved through Bay Area wholesale market channels in 1955,
according to estimates obtained in this study, was graded according to Department of

Agriculture standards. Most of the remainder was ungraded, since packer or proprietary
grade numbers, as well as brand names, were used infrequently by all Bay Area whole-
sale firms other than the national packers and the branch houses.

More than half of the beef sold by Northern California packers in 1955, or more than
80 percent of the block beef sold, was federally graded (table 19). Most of this U. S.

graded beef consisted of carcasses of animals from California feedlots which were
slaughtered by independent packers. The carcasses were sold either to retail food chains
or to jobbers for resale to hotels and restaurants. All of the beef purchased by retail

food chains in the Bay Area was U. S. graded, and over 90 percent of it was Choice
grade. The beef purchases of purveyors, apparently, also consisted largely of U. S.

Choice grade beef.

A high proportion of the beef marketed out of California feedlots was of the Choice
grade. In the year ending September 1, 1953, about 72 percent of the cattle marketed
from these feedlots were Choice grade, and this percentage was considerably higher for

Northern California. 22 Little beef which would not meet the carcass grade standards for

22 Scott, Frank S.,op. cit.
, p. 46.
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Table 19. --Beef: Percentage distribution of U. S. graded, handled by packers, whole-

sale meat distributors, and retail food chains by grades, Northern California, 1955

U. S. graded beef

Percentage distribution
As

Item

Choice Good
Com-

mercial
and other

Total

percentage
of total

beef sold

Northern California packers:

Bay Area.

Percent

66.8
49.2
60.2
47.3

Percent

22.7
41.6
30.1
43.0

Percent

10.5
9.2
9.7
9.7

Percent

100.0
100.0
100.0
100.0

Percent

62.4
Other Northern California
Federally inspected
Nonfederally inspected

50.0
57.0
48.9

All packers 56.6 33.7 9.7 100.0 54.5

Wholesale meat distributors, Bay Area:
Jobbers

:

Retail supply house:
Sells to chains 1 69.3

22.1
24.9
69.2

5.8

8.7
100.0
100.0

64.5
No sales to chains 81.5

All retail supply houses 53.7 39.5 6.8 100.0 69.3

Hotel supply house:
Sells to chains 1

No sales to chains
86.2
81.6

7.1
8.9

6.7
9.5

100.0
100.0

94.4
91.3

All hotel supply houses 84.4 7.8 7.8 100.0 93.2

Frozen meat handlers 73.9
74.9
51.7

18.7
13.6
26.8

7.4
11.5

21.5

100.0
100.0
100.0

80.8
Boners
Branch houses

9.1
37.3

All wholesale meat distributors ' 3.9 18.7 7.4 100.0 83.3

Retail food chains 90.4 7.0 2.6 100.0 100.0

"Sells to chains" includes all jobbers who indicated that they sold regularly to re-
tail food chains in 1955.

Choice or Good normally was graded, so it was not surprising to find that 57 percent of
the beef federally graded in Northern California in 1955 was graded Choice. Another one-
third was graded Good.23

The independent federally inspected packers of the Bay Area sold a high proportion
of U. S. graded beef than national packers or nonfederally inspected packers. In addition,
the U. S. Choice grade dominated the U. S. graded beef sales of independent Bay Area
packers and of independent federally inspected packers, irrespective of location, to a
significantly greater extent than the U. S. graded beef sales of other packers. These

3 Data made available by the Federal Grading Service after completion of the field work on this study show that the car-
cass beef federally graded in Northern California in the period January 1, 1956, to June 1, 1956 was: Prime, 1. percent; Choice,
63.4 percent; Good, 27.6 percent; Commercial, 5.9 percent; Utility, 2.0 percent; Cutter and Canner, 0.1 percent.
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results were to be expected, since it was these independent packers who supplied Bay
Area retail food chains with most of their beef. Most national packers prefer, wherever
practicable, to merchandise beef according to their own grades or proprietary labels.

More than 83 percent of the beef sold by Bay Area jobbers in 1955 was U. S. graded.
For hotel supply houses, this percentage was even higher, about 93 percent. The Choice
grade, as in the case of packers, dominated the U. S. graded sales by jobbers, but the
jobbers who sold regularly to the food chains and the hotel supply houses handled sig-
nificantly larger proportions of the U. S. Choice grade than other jobbers. Only about 37
percent of all beef sold by retail supply houses, compared with 80 percent for hotel sup-
ply houses, was of the Choice or Prime grades. This is consistent with expected results.
The Bay Area hotel supply houses are large firms, for the most part, and the premises
of most of them are within the city of San Francisco, which is famed for its fine restau-
rants and hotel dining rooms.

Very little of the beef sold by boners, of course, is Government -graded meat. This
meat loses all identity and is sold, for the most part, for further processing. Much of it

is ground into hamburger. Only 37 percent of the beef sold by branch houses was Govern-
ment-graded, but practically all of the remainder was packer -graded or branded.

Veal and Lamb

In the Bay Area, as in many of the other large meat wholesaling markets of the
Nation, veal and lamb are handled by a relatively few large -volume firms and through
patterns and methods of distribution quite different from those for beef. One reason is

that per capita consumption of veal, as well as of lamb, is low in most areas of the United
States, compared with beef. Consequently, few small packers can readily find outlets
for complete truckloads or carloads of dressed veal or lamb. Similarly, only a few job-
bers and branch houses distribute throughout a territory sufficiently large that they can
conveniently handle a carload of dressed veal or lamb at any one time. This, however,
is about the only major point of similarity between the distribution characteristics of

veal and lamb in the Bay Area. Marketing channels and practices for lamb and veal differ

markedly. 24-

Production characteristics and packer supply sources

Veal and calf . --Veal and calf carcasses are derived from the slaughter of vealers and
calves. Vealers usually are less than three months old and have subsisted largely on
milk. Calves, on the other hand, are usually between 3 and 8 months old and have sub-
sisted partially or entirely on feeds other than milk for a substantial period of time.
Calves are heavier and more mature than vealers.

Procurement and distribution patterns for vealers and calves differ markedly from
those of beef. Most of the vealers of the Bay Area market are of the dairy breeds and
originate on the large dairy farms in the San Francisco Bay Area and in the San Joaquin
Valley. Milk is a high-valued farm product, and, consequently, most dairymen in Cali-
fornia market the new calves at a very young age.

Calf carcasses in wholesale market channels of the Bay Area are of two principal
types. First, there are those derived from slaughter of beef-type calves from the range
and pasture areas of California and Other Western States. The second type consists of

carcasses of dairy or mixed breeds, usually of relatively high quality and finish, from
Midwestern areas, such as Iowa, Missouri, and Wisconsin. A few of these animals are
shipped in alive, but, for the most part, they arrive in California in carcass form. 25

24 Veal and lamb are discussed together here not because of their similarities in marketing but for convenience and to point

out their many extreme dissimilarities.
25 For convenience, the term "veal" from this point onward will be used to include all veal and calf. The word "calves, "

wherever it appears, means young animals from which veal is derived.
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More than 51 million pounds of veal were produced from slaughter in Northern Cali-
fornia in 1955. Less than 30 percent of this, however, was veal slaughtered by BayArea
packers, and federally inspected packers of the Bay Area accounted for only about 8 per-
cent of the total. In contrast, the federally inspected Bay Area packers produced 57 per-
cent of the lamb slaughtered in Northern California in 1955. Veal Slaughter in the North-
ern California area, as indicated earlier, is concentrated in specialized nonfederally
inspected plants in or near the dairy producing regions. The federally inspected plants
of interior California
are marketed.

however, slaughter most of the larger farm and range calves that

Specializing in dairy veal, Northern California slaughterers of calves acquired about
95 percent of thel955 veal requirements of California. Nearly all of the remainder, 4. 5

percent, was acquired in Other Western States. Some packers were more heavily de-
pendent upon inshipments than others. However, this geographic procurement pattern
appears to have been generally true of all major classes of slaughterers in Northern
California (table 20).

Table 20.—Veal: Quantity purchased, equivalent carcass weight, and geographic sources
of purchases by packers, Northern California, 1955 1

Veal
purchased

Percentage distribution of
packer purchases

Item

California
Other

Western
States 2

Other
States

Purchases by packers:

Live purchases:
Packer group:

Bay Area

1,000

pounds

14,854
36,321

20,319
30,856

Percent

93.9
95.4

94.3
95.4

Percent

6.0
3.9

5.6
3.8

Percent

0.1
Other Northern California

Federally inspected
Nonfederally inspected.

.7

.1

.8

Total live 51,175 95.0 4.5 .5

Carcasses purchased outside California. .

.

291 --
(
3

) 100.0

Total 51,466 94.5 4.4 1.1

1 Nov. 1, 1954, through Oct. 31, 1955.
2 Oregon, Washington, Idaho, Montana, Wyoming, Colorado, Utah, Nevada, Arizona, and

New Mexico.
3 Less than 0.05 percent.

About 10 percent of the calves purchased for slaughter by Northern California packers

in 1955 was acquired at terminal public markets (table 21). Another 1 percent was bought

from feedlots, but all of the remaining 89 percent was purchased at auction markets or

directly from farmers. Most of these purchases were made at auction markets, accord-

ing to estimates developed from reports of a number of the packers interviewed, but

about 30 percent of the total moved directly from producers to packers. One reason for

this is that some slaughterers make continuing arrangements with large dairy operators.

4Z3779 O - 57 - 5
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Table 21.—Veal: Percentage distribution, by source, packer purchases, by type of local
market, Northern California, 1955

Commer-
cial

feed lots

Terminal
public
markets

Other1 ( country

)

Item Direct
from

producers
Auctions Total

Packer purchases:
Packer group:
Bay Area „ •

Percent

.7

.9

.5

1.1

Percent

12.9
9.5

13.7
8.3

Percent

36.3
27.4

42.4
21.8

Percent

50.1
62.2

43.4
68.8

Percent

86.

4

Other Northern California

Federally inspected

89.6

85 8

Nonfederally inspected 90.6

Total .9 10.4 30.0 58.7 88 7

1 The distribution of "other" between "direct from producers" and "auctions
estimated on the basis of replies by a sample of the respondent packers.

was

Slaughter lambs . --California is one of the few States which ranks high in consump-
tion of lambs as well as in their production and slaughter. Lamb and mutton provided
California with more than 6 percent of its total red meat production in 195 5, For North-
ern California, this percentage was higher, near 8 percent. In contrast, lamb and mut-
ton accounted for less than 3 percent of the 26 billion pounds of red meat produced in the
United States in 1955.

The Sacramento-San Joaquin, or Central, Valley is the leading sheep-producing dis-
trict of California. The northern mountains and the northern coastal region of the State,

however, also are important sheep-producing areas. Feeding of lambs is concentrated
in the Central Valley, in the Los Angeles area where lambs are fattened in commercial
yards, and in the Imperial Valley situated in the extreme southern portion of the State.

The total slaughter of lambs increased rather steadily in California during World
War II, despite reductions in numbers of sheep and lambs on farms along with the general
decline in production in all western areas (fig. 3). With the end of the war, the total
slaughter volume dropped precipitously and continued to decline until about 1951, when
production, as well as volume of slaughter, in California again turned upward. Despite
these increases, California has remained a deficit lamb-producing area. The gap between
total slaughter and consumption requirements in California, however, is not as wide as
implied by figure 3 since some dressed lambs are shipped from the State to eastern mar-
kets.

Beginning about mid-March and reaching a peak in May, large numbers of spring
lambs are marketed out of the Central Valley and the central coast ranges. Spring lambs
from the Imperial Valley also are marketed during this period and find ready outlets in

the Los Angeles and San Diego markets. In addition, a high percentage of the early lambs
out of Arizona's Salt River Valley move westward to southern California. During this

early period, shipments of both live and dressed lambs are made to eastern points, pri-
marily by the major packers. In 1954 live shipments out-of -State totalled 274 thousand
head.

Marketings of lambs from farms, ranches, and feedlots of California decrease
steadily after the heavy run of spring lambs. Range lambs from the northern coastal re-
gions and lambs fattened on permanent pastures constitute the bulk of the within-State
supplies during the summer. Inshipments of lambs commence with the depletion of local
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early spring and summer supplies. These inshipments originate, for the most part, in

other Western States such as Nevada, Utah, Oregon, Idaho, and Arizona. 26 Inshipments
in 1954 totalled more than 1, 339 thousand head. About half of these were brought in for
immediate slaughter, and the remaining half went into pastures and feedlots of the State.

SHEEP AND LAMBS IN CALIFORNIA
Slaughtered,and On Forms Jon. 1

MIL. HEAD
I

:a
SLAUGHTER

I

Total

ITS \

ON FARMS JAN.1

•••••••••••••••v. •••••••••••••••••••« ••••••••••••••••%•••••••••• ••••••••• •••••••«
• •:•::•:•:•:•:•:•:• :•:•:•::•:•:•:•:•« :•:•:••:•••

J I L

1940 1940 45 50 '55 '60

SOURCE: CALIFORNIA CROP AND LIVESTOCK REPORTING SERVICE.

* FROM CALIFORNIA FARMS AND FEEDLOTS FOR SLAUGHTER IN CALIFORNIA, ASSUMING TOTAL MINUS INSHIPMENTS

FOR IMMEDIATE SLAUGHTER EQUALS CALIFORNIA MARKETINGS IN CALIFORNIA.

U. S. DEPARTMENT OF AGRICULTURE NEC 3577-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 3

Inshipments of lambs for immediate slaughter appear in figure 3 to have accounted
for about 30 percent of the total slaughter of lambs in California. This figure is reason-
ably consistent with the similar figure developed in this study for 1955. Northern Cali-
fornia packers reported the geographic distribution of their lamb purchases about as in-

dicated in table 22. As shown, about 73. 4 percent were purchased in California, while
26. 5 percent were brought in from the other Western States. A small amount in the form
of lamb carcasses was brought in by the national packers from the Midwest.

Most of the 1955 lamb slaughter in Northern California was done by the federally in-

spected packers of the San Francisco Bay Area. These packers accounted for about 57
percent of the total. Nearly all of the remainder was slaughtered within a 50-mile radius
of Sacramento. The concentration of slaughter and distribution among a relatively few
large-volume federally inspected packers is an outstanding feature of lamb in the whole-
sale market.

26 Caire, Justinian. "The Sheep Industry of the Twelfth Federal Reserve District, M Supplement to Monthly Review, Sep-
tember 1950, Federal Reserve Bank of San Francisco.
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Table 22. --Lamb: Quantity purchased, equivalent carcass weight, and geographic source
^ of purchases by packers, Northern California, 19551

Lamb
purchased

Percentage distribution of
packer purchase

Item

California
Other

Western
States 2

Other
States

Purchases by packers:

Live purchases:
Packer group:

Bay Area

2,000

Pounds

44, 143
16,303

43,913
16,533

Percent

72.4
77.7

75.0
70.8

Percent

27.6
22.3

25.0
29.2

Percent

(
3

)

(
3

)

(
3

)

Other Northern California

Federally inspected
Nonfederally inspected

Total live 60,446 73.9 26.1 (
3

)

Carcasses purchased outside California. .

.

394 -- 92.1 7.9

Total 60,840 73.4 26.5 .1

1 Nov. 1, 1954, through Oct. 31, 1955.
2 Oregon, Washington, Montana, Wyoming,

New Mexico.
3 Less than 0.05 percent.

Idaho, Colorado, Utah, Nevada, Arizona, and

Direct purchases at farms, auctions, and other local points represented the bulk of

the packer purchases of lambs in 1955. 27 Many of these lambs, although not the products
of commercial feedlots, had been developed to a high degree of finish and quality on ex-
cellent pasture and supplemental feed. Only about 12 percent of the lambs slaughtered in

Northern California in 1955 moved directly from feedlots to packers. The terminalpublic
markets at Stockton and San Francisco, on the other hand, probably were used by pro-
ducers and shipper of lambs more than of other species of livestock. Purchases at ter-
minal public markets represented more than one-fourth of the lambs purchased by North-
ern California packers in 1955. 28 This compares with 15 percent for cattle and 10 percent
for calves. The lambs purchased at terminal public markets, for the most part, were
lambs trucked into the San Francisco market from the Central Valley and from the north-
ern coastal regions of the State, and, as indicated in table 23, they were lambs purchased
mainly by the federally inspected packers of the Bay Area.

Packers' sales patterns for veal and lamb

About 41 million pounds of veal, or nearly 80 percent of the total produced in North-
ern California, was sold by Northern California packers to buyers in the Bay Area. Of
this total, about one-third was supplied by the Bay Area packers. Approximately 80 per-
cent of the lamb produced from slaughter in Northern California also was sold to buyers

27 The procurement data on lambs were not sufficiently detailed to permit calculation of a separate estimate of purchases

at auctions.

28 According to market news data for the State as a whole, which includes the Los Angeles market, only about 10 percent

of California's slaughter lambs move through the terminal market yards. However, few lambs move through the Los Angeles ter-

minal market, which indicates that the figures in table 23 for Northern California probably are reasonably accurate.
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Table 23. --Lamb: Percentage distribution of the source of packer purchases, by type of
local market, 1955

Item
Commercial
feedlots

Terminal
markets

Other
(country)

Packer purchases:
Packer groups

:

Bay Area ,

Othern Northern California,

Federally inspected
Nonfederally inspected

Total

Percent

16.7

C

1
)

5.0
31.4

Percent

35.8
3.8

32.8
12.1

12.2 27.1

Percent

47.5
96.2

62.2
56.5

60.7

Less than 0.05 percent.

in the Bay Area, but, in contrast to veal, nearly 90 percent of the lamb sold in the Bay
Area was supplied by the Bay Area packers. In further contrast, most of the lamb sold
in the Bay Area moved directly from packers to retail meat markets and stores, where-
as, most of the veal was sold by packers to independent wholesale meat distributors.

The half-dozen calf handlers of the Bay Area acquired about 39 percent of the veal
shipped to the Bay Area by Northern California packers. Independent jobbers and boners
accounted for another 15 percent. Only about 11 percent was sold directly to retail meat
outlets. Sixty percent of the lamb sold in the Bay Area by these packers, on the other
hand, moved directly, but most of the remainder, 25 percent, was sold to independent
jobbers and boners.

Packer branch houses acquired somewhat greater proportions of the lamb and veal
than of beef distributed in the Bay Area by Northern California packers. Branch houses
accounted for only about 4. 6 percent of the Bay Area beef sales of these packers, but
they handled more than 5 percent of the veal and about 9 percent of the lamb sold in the
Bay Area by Northern California packers.

Nearly 6 percent of the lamb, but less than 1 percent of the veal, made available in

the Area by California packers was bought by the military and other government agencies.
Exports and offshore shipments of both lamb and veal by packers were negligible, and
purchases by processors represented not more than 1 percent of packers' sales of lamb
in the Area. However, a surprisingly high percentage of the veal sold in the Bay Area by
the Other Northern California packers was purchased by processors. 29

Procurement and distribution practices in wholesale distribution of veal and lamb

Calf handlers accounted for more than 62 percent of the veal sold in 1955 through
Bay Area wholesale meat distributors. Few of them, however, handled even small quan-
tities of any other meat. The principal supply source of calf handlers was Northern Cali-
fornia packers outside the Bay Area, but some of the calf handlers, particularly those
specializing in more mature or higher quality veal, purchased considerable quantities in

Midwestern States. They imported more veal from the Midwest than did the packer branch
houses. Inshipments of veal from the Midwest, however, accounted for 43 percent of the
total veal purchases of branch houses as compared with about 11 percent for calf handlers.
But the latter, as well as the independent jobbers, purchased relatively large quantities
of veal from packers in Western States other than California (table 25).

29 a combination of veal and pork makes an excellent sausage, but it appears from the data that sausage manufacturers
and other local processors buy more veal than pork from packers. This seems contrary to general impressions and expectations.

- 33



Table 24. --Veal and lamb: Sales and percentage distribution of sales, equivalent carcass
weight, by type of outlet, by packers, Northern California, 1955

Veal Lamb

Item
Bay Area
packers

Other
Northern

California
packers

Bay Area
packers

Other
Northern
California
packers

Sales

:

Outside the Bay Area:
To domestic points

1,000

Pounds

1,665

13,480

1 , 000

Pounds

8,828

49

27,444

1,000

poundx

7,918

C)
36,619

1, 000

Pounds

6,042
Through Bay Area to foreign and

off shore points e C

1
)

10, 261Sal es i n Bav Area. ....................

Total 15,145 36,321 44,537 16,303

Percentage of sales in Bay Area:
Retail outlets:
Meat and grocery retailers .........

Percent

24.8
0.1

Percent

3.5

(
4

)

Percent

60.2
0.2

Percent

59.9
Institutions and purveyers (*)

Total 24.9 3.5 60.4 59.9

Wholesale meat distributors and
other

:

Packer branch houses 10.4
32.8
24.6
0.5
6.8

2.7
41.8
10.7
1.2
40.1

11.1
(*)

21.1
6.2
1.2

34.7
Calf handlers . .

.

Jobbers and boners^
Gov't, agencies incl. the military..
Processors and other. .<>••• •

.

5.3
0.1

Total 75.1 96.5 39.6 40.1

Grand total 100.0 100.0 100.0 100.0

Insignificant
2 Includes retail and independent grocery stores and markets.
3 Includes hotels, restaurants, industrial restaurants, ship supply, and other pur-

veyors of meals.
* Less than 0.05 percent.
5 Includes sales to frozen meat handlers.

Packer branch houses accounted for 12 percent of the veal and 25 percent of the lamb
handled in the Bay Area by wholesale meat distributors. The branch houses received
nearly all of their lamb from the local Bay Area packers, but they purchased most of

their veal from specialized veal slaughterers in interior areas of the State and through
inshipments from the Midwest. The Bay Area packers supplied the local branch houses
with about 37 percent of their veal.

The jobbers also bought most of their lamb from Bay Area packers, but their pur-
chases of veal were divided more evenly between the Bay Area packers and the Other
Northern California packers. Jobbers, apparently, were important customers of the calf

handlers, but both jobbers and calf handlers bought veal from branch houses. The prin-
cipal reasons for this are related to the relative shortage of high-quality veal in the Bay
Area. The jobbers purchased small quantities of lamb also from the branch houses.
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Table 25.—Veal and lamb: Purchases and percentage distribution of purchases, equivalent
carcass weight, by wholesale meat distributors, San Francisco Bay Area, 1955

Veal Lamb

Item Packer
branch
houses

Calf
handlers

Inde-
pendent
jobbers

Branch
houses

Inde-
pendent
jobbers

Purchases ••••

1,000

pounds

3,781

Percent

37.0
19.3

(

X
)

.8

1,000

pounds

20,870

Percent

21.2
55.0

2.9

(

X
)

(

2
)

1,000

pounds

8,657

Percent

38.4
34.0

4.0

(

2
)

16.4

1,000

pounds

4,245

Percent

95.8

i

1
)

(
2

)

(

X
)

2,000

Pounds

11,764

Percentage distribution of purchases:
California:

Packers

:

Bay Area
Other Northern California

Wholesale meat distributors
(Bay Area)

:

Branch houses
Jobbers
Calf handlers

Percent

65.7
30.3

1.7

(
2

)

Total 57.1 79.1 92.8 95.8 97.7

Other Western States (
X

)

42.9
10.2
10.7

5.4
1.8

4.2

(

X
)

1.8
Other States .5

Total 42.9 20.9 7.2 4.2 2.3

Grand total 100.0 100.0 100.0 100.0 100.0

Less than 0.05 percent.
2 Trade among firms of the same type cancels out when aggregated.

In addition, they bought lamb at certain seasons of the year from packer s in Western States
other than California and from Midwestern packers.

Turning to sales and distribution by wholesale meat distributors, it appears that the
sales patterns of packer branch houses and jobbers for veal and lamb do not deviate sub-
stantially from the sales patterns indicated earlier for beef (table 26). Two-thirds of the
veal and three-fourths of the lamb handled by branch houses was distributed to meat mar-
kets and grocery stores, while most of the lamb sales of jobbers were divided about
equally between the retail meat stores and purveyors. In sale of veal, however, jobbers
tended to concentrate more upon purveyors than upon retail meat stores, probably as a
result of the large volume of veal distributed to the retail meat markets and stores by
branch houses and calf handlers. As in the case of beef, firms classified as "hotel supply
houses, " a particular type of jobber, accounted for the bulk, about 95 percent, of the
jobbers' sales of veal and lamb to purveyors and institutions. But hotel supply houses
also distributed to retail meat markets and grocery stores. They accounted for about half
of the jobber sales of veal and lamb to these outlets.

Although the calf handlers supplied jobbers as well as processors with large quan-
tities of veal, their principal outlets were meat markets and grocery stores. The calf
handlers accounted for more than 70 percent of the total sales of veal by all wholesale
meat distributors to retail meat markets and stores in the Bay Area.
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Table 26.—Veal and lamb: Sales and percentage distribution of sales, equivalent carcass
weight, by wholesale meat distributors, by type of outlet, San Francisco Bay Area, 1955

Veal Lamb

Item Packer
branch
houses

Calf

handlers

Inde-
pendent
jobbers

Packer
branch
houses

Inde-
pendent
jobbers

Sales

:

Outside Bay Area:
To domestic points
To foreign and offshore •••••••••••

2,000

pounds

23

3,758

2, 000

pounds

3,026

17,844

2,000

pounds

1,616
49

6,992

2,000

pounds

25

4,220

2, 000

pounds

1,282
73

Bay Area •••••••••• 10,409

Total 3,781 20,870 8,657 4,245 11 764

Percentage distribution of Bay Area
sales

:

Retail outlets:
Meat and grocery retailers 2

.

Institutions and purveyors 3

Percent
66.6
3.4

Percent
74.3
2.0

Percent
41.4
51.8

Percent
74.8
11.4

Percent

44.0
46.2

Totalo ... o o »

o

. 70.0 76.3 93.2 86.2 90.2

Wholesale meat distributors and other:
Packer branch houses (

4
)

16.1
9.4

.9

3.6

.2

(
4

)

8.0

.5

15.0

(
5

)

(
5

)

(
4

)

4.2
2.6

(
4

)

4.9

3.6
5.3

(
5

)

Calf handlers
Jobbers (

4
)

Gov't agencies incl.
military
Processors and other.

3.7
6.1

30.0 23.7 6.8 13.8 9.8

Grand Total 100.0 100.0 100.0 100.0 100.0

Insignificant.
Includes chain and independent grocery stores with meat, and meat markets.
Hotels, restaurants, industrial restaurants, and all other purveyors of meals
These cancel out.

Less than 0.05 percent.

Sales to and purchases by retail food stores

Meat markets and grocery stores in the Bay Area purchased 23 million pounds of

veal and 36 million pounds of lamb in 1955. Of these totals, 27. 6 percent of the veal and
25. 7 percent of the lamb was bought by the 7 principal retail food chain organizations of

the Bay Area. However, not all of the veal and lamb purchased by the Bay Area food
chains was distributed in that area. About half of the 6. 3 million pounds of veal bought
by Bay Area purchasing units of the chains and about 40 percent of the 9. 3 million pounds
of lamb purchased were transported out of the Bay Area to retail units in towns and cities

throughout Northern California.

The procurement patterns of Bay Area retail food chains for lamb are similar in

many respects to those for beef. Nearly all, 98 percent, of the lamb acquired by the re-
tail food chains was purchased directly from packers. The independent markets and
stores also bought most of their lamb from packers or slaughterers in or near the Bay

36



Area, but they were supplied by branch houses and jobbers with more than 28 percent of
their total requirements (table 27).

Direct purchases from packers accounted for a smaller proportion of the food chains
purchases of veal than of any other species or class of meat. Consequently, relatively
few differences are apparent between the food chains and the independents with respect
to sources of supply of veal. The food chains, as well as the independent retailers, pur-
chased nearly 60 percent of their veal from calf handlers. The meat markets and inde-
pendent stores divided their remaining purchases of veal about equally between packers
and packer branch houses. The retail food chains, in contrast, split their remaining
purchases between packers and jobbers, with packers accounting for about two-thirds of
this remainder.

All veal purchased by the food chains in 1955 was bought within California, but they
received a small quantity of lamb from packers in Other Western States. Packers and
wholesale meat distributors, on the other hand, were responsible for the inshipment of
considerable quantities of both veal and lamb. Inshipments by all Bay Area wholesale

Table 27. --Veal and lamb: Quantity and distribution of purchases by meat and grocery
retailers, by type and location of seller, San Francisco Bay Area, 1955

Quantity
purchased

Percentage of total
supplied by each seller

Percentage distribution
among sellers

Seller Meat markets
and independent
grocery stores

Retail
food
chains

Meat markets
and independent
grocery stores

Retail
food

chains

Veal:

Packers:

Bay Area

2 , 000

Pounds

3,340
975

C

1
)

2,505
2,894

13,263

Percent

54.4
82.2

100.0
68.4
71.9

Percent

45.6
17.8

(
2

)

31.6
28.1

Percent

10.9
4.8

15.1
11.9
57.3

Percent

24.0
Other Northern California
Other Western States
Other States

2.8

Packer branch houses
( Bay Area)

(
2

)

14.4
58.8

Jobbers 3
( Bay Area)

Calf handlers (Bay Area)..

All sellers 22,977 72.4 27.6 100.0 100.0

Lamb:

Packers:
Bay Area 22,044

6,144

50

3,158
4,581

70.9
56.9

(~ 2")

100.0
96.8

29.1
43.1

100.0

(
2

)

3.2

58. 5

13.1

(
2

)

11.8
16.6

69.2
28.6

.6

Other Northern California
Other Western States
Other States

Packer branch houses
( Bay Area)

(
2

)

1.6Jobbers 3 (Bay Area)

All sellers 35,977 74.3 25.7 100.0 100.0

No attempt was made. in this study to determine direct purchases by meat markets and
independent grocery stores in the Bay Area from packers outside the State

,

were considered insignificant.
2 Less than 0.05 percent.
3 Includes small quantities from boners and frozen meat handlers.

These, however,
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market operators and food chains from outside California, together with the slaughter of
Bay Area packers and Bay Area sales by the Other Northern California packers, ag-
gregated to 49. 2 million pounds of veal and 55. 3 million pounds of lamb (table 28). These
quantities represent the total supplies of veal and lamb available in the Bay Area in 1955
for distribution. The geographic sources of these supplies are summarized in table 28.

As indicated, about 82 percent of the veal and 72 percent of the lamb available for
distribution in the Bay Area in 1955 came from farms, ranches, and feedlots in Cali-
fornia. This compares with 69 percent for beef. Nearly all of the lamb inshipments,
27. 5 percent of the total supply, was received from packers in Other Western States,
but the total veal inshipments were divided about evenly between receipts from Other
Western States and the remaining States of the Nation, principally the Midwest.

Table 28. —Veal and lamb: Total quantities, in carcass weight, available for distribution,
by geographic sources, San Francisco Bay Area, 1955 1

Item California
Other

Western
States

Other
States

Total
available

in
Bay Area

Veal:

Production by Bay Area packers
Bay Area sales of Other Northern

California packers 2

Receipts of wholesale meat distribu-
tors from out-of-State packers

Receipts of retail food chains from
out -of -State packers

1,000

pounds

13,94-8

26,228

1, 000

pounds

891

1,072

2,590

2 , 000

Pounds

306

193

4,009

2,000

pounds

15,145

27,493

6,599

Total 40,176 A, 553 4,508 49,237

Percentage distribution 81.6 9.2 9.2 100.0

Lamb:
Production by Bay Area packers
Bay Area sales by Other Northern

California packers 2

Receipts of wholesale meat distribu-
tors from out-of-State packers

Receipts of retail food chains from
out-of-State packers

31,965

7,973

12,541

2,288

390

31

59

50

44,537

10,261

449

50

Total 39,938 15,219 140 55,297

Percentage distribution 72.2 27.5 0.3 100.0

These are sources only of slaughter animals and dressed meat. Feeder animals shipped
into the State for feeding and sold as fed slaughter animals in 1955 are included under
California. Inshipments by purveyors, processors, and independent retailers from outside
California were neglected.

2 It was assumed that the sources of veal and lamb sold in the San Francisco Bay Area by
Other Northern California packers were the same in relative terms as sources of all veal
and lambs acquired and sold by these packers.
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Form in which veal and lamb are purchased and sold

As with beef, veal and lamb are purchased, handled, and sold in carcass form or in

various types of cuts. However, nearly all lamb and a relatively high proportion of the
veal distributed through the wholesale market, except that sold to purveyors, was in
carcass form. This is understandable, since the carcasses of veal and lamb, as com-
pared with beef, are small and light. Still, the high level of consumer demand for lamb
chops and leg of lamb results in some demand at the retail level, as well as among pur-
veyors, for wholesale cuts rather than full carcasses. Retailers often have difficulty in
disposing of breasts of lamb, forequarters, and other less desirable cuts. Even the re-
tail food chains buy some lamb in wholesale cuts (table 29).

Table 29. --Veal and lamb: Percentages showing form in which purchased or sold by packers,
wholesale meat distributors, and retail food chains, San Francisco Bay Area, 1955

Veal Lamb

Type of buyer or seller
Carcasses Cuts Carcasses Cuts

Packers

:

Bay Area: -1

Sales
Other Northern California:

Sales

Percent

81.0

100.0

93.9
71.9

96.1
41.3

100.0
69.2

98.8

Percent
2 19.0

6.1
28.1

3.9
58.7

2 30.8

1.2

Percent

91.5

100.0

94.5
79.9

98.7
21.0

92.7

Percent

8.5

(

3
)

5.5

Wholesale meat distributors, Bay Area:
Branch houses:

Purchases
Sales

Jobbers:
Purchases
Sales

Calf handlers:
Purchases
Sales

Retail food chains:
Purchases

20.1

1.3

79.0

7.3

Excludes the two national packers in the Bay Area.
2 Consists largely of boned veal.
3 Less than 0.05 percent.

Variations in consumer demand or acceptance among the different cuts of veal are
less marked than among the various cuts of lamb. Nevertheless, some independent re-
tailers demand wholesale cuts of veal. In addition, considerable quantities of veal are
sold in the form of cuts or boned meat to purveyors, frozen meat handlers, and proc-
essors. About 87 percent of the veal sales of hotel supply houses were in the form of

cuts, and more than half of this consisted of fabricated cuts designed specifically for use
by the hotel and restaurant trade. In comparison, only about 12 percent of the veal sales
by retail supply houses consisted of cuts, and most of these were so-called primal or
wholesale cuts.

More than 30 percent of the veal sold by calf handlers was in the form of cuts, but at

least two-thirds of this consisted of boned veal. The branch houses also distributed some
veal and lamb in the form of cuts, but, since the customers of branch houses are inde-
pendent retailers, for the most part, these consisted largely of primal or wholesale cuts.

One distinguishing feature of veal carcasses in the Bay Area wholesale market, as in

some other markets, is that, after slaughter, the hides of these animals ordinarily are
not removed until just before delivery of the carcasses to retail markets or other final
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market outlets. Until recent years, retail butchers in the San Francisco area received
veal carcasses with the hide intact. Hides were removed by the butcher himself or by
professional calf skinners who travelled from one market or store to another performing
the service for a fee. The practice was of long standing in the trade and grew out of a
desire to reduce shrink and to retain the "bloom" and fresh appearance of the meat.

Use in the wholesale market of Federal grades for veal and lamb

Compared with beef, relatively little of the veal moving through Bay Area whole-
sale market channels was graded according to official U. S. standards. In contrast, U.S.
grading standards were used for a relatively high proportion of the dressed lamb sold in

Northern California. In 1955, only about 23 percent of the veal, compared with 82 per-
cent of the lamb, produced in Northern California, was federally graded (table 30).

Table 30. —Veal: Percentage distribution of U. S. graded, handled by packers and wholesale
meat distributors, by grades, Northern California, 1955

U. S. graded veal

Item
As

percentage
of total

veal sold

Percentage distribution

Choice Good
Commercial
and other1

Total

Northern California packers

:

Bay Area
Other Northern California

Federally inspected

Percent

24.1
24.1

22.1
24.0

Percent

30.7
35.4

35.6
33.6

Percent

57.6
59.7

52.0
62.9

Percent

11.7
4.9

12.4
3.5

Percent

100.0
100.0

100.0
Nonfederally inspected 100.0

All packers 23.3 34.3 59.2 6.5 100.0

Wholesale meat distributors, Bay
Area:
Jobbers

:

Retail supply houses 49.0
63.9

17.1
22.3

33.9
57.9

49.0
19.8

100.0
Hotel supply houses 100.0

All jobbers 58.8 20.8 51.1 28.1 100.0

Calf handlers 21.9
6.8

12.5
8.8

76.6
58.2

10.9
33.0

100.0
Branch houses 100.0

All wholesale meat
distributors 30.8 15.9 62.2 21.9 100.0

Retail food chains 96.4 75.9 24.1 100.0

The official U. S. grades for veal are Prime, Choice, Good, Standard, Utility, and
Cure. The Commercial grade of veal was renamed Standard, effective October 1, 1956.

Veal . --One of the principal reasons for the relatively general nonuse in Northern
California of Federal grades for veal stems from the high percentage in the market of
very young veal of the dairy breeds. The characteristics of much of this veal were such
that it would grade Cull under official standards. This, in turn, may be the principal
reason why a considerable volume of veal in the Bay Area was used for processing.
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Among Northern California packers, the federally graded veal was 34 percent Choice,
59 percent Good, and 7 percent Commercial and other. An even higher percentage, over
76 percent, of the federally graded veal of calf handlers, the dominant factors in the
wholesale distribution of veal in the Bay Area, was of the U. S. Good grade, but less
than one-fourth of the veal sold by calf handlers was federally graded. The calf handlers,
as indicated earlier, are the major veal suppliers of retail food chains, but, as shown
in table 30, nearly all of the veal purchased by these chains was federally graded. At the
same time, less than 7 percent of the veal sold by branch houses carried a U. S. grade
stamp. Consequently, it appears that nearly all of the veal purchased by meat markets
and independent retail stores was ungraded.

Jobbers alone, among the packers and wholesale meat distributors, handled a high
proportion of federally graded veal (table 30). This was true of both hotel and retail

supply houses, although a significantly higher percentage of the veal sold by hotel supply
houses carried a U. S. grade stamp. Important differences between hotel and retail
supply houses also were evident in the proportions of the different grades handled. As
in the case of Northern California packers and the other wholesale meat distributors,
hotel supply houses tended to concentrate on the U. S. Good grade. The retail supply
houses, however, handled a higher proportion of veal graded Commercial.

Lamb . --Only relatively small percentages of the lambs sold by one Bay Area packer
and by one or two interior California packers were federally graded, but virtually all of

the lamb carcasses sold by the remaining packers carried U. S. grade stamps. Further-
more, nearly all of the lamb sold by hotel supply houses, over 70 percent of the lamb
sales of retail supply houses, and more than half the lamb handled by the packer branch
houses was U. S. graded. The U. S. Choice grade predominated at all levels of the lamb
trade, accounting for fully 80 percent of all the federally graded lamb distributed in the

Bay Area. Most of the remaining U. S. graded lamb was of the Good grade. Utility and
other represented not more than 2 percent of the total lamb graded (table 31). 31

Many packers and wholesale meat distributors interviewed in the study indicated
that retail merchants and owners or operators of eating establishments were more con-
scious of Federal grades for lamb than for other species. Federal grading, they pointed
out, is used frequently as a guarantee against receiving the older mutton-type carcasses.
Some respondents stated that the range of quality within the Good grade was considered
by many retailers and purveyors to be too great and too variable for their purposes. By
buying no meat other than U. S. Choice grade, retailers and purveyors seemed to feel,

according to respondents, that they could insure themselves against occasional purchases
of lamb with off-flavors or other undesirable features.

Hogs and Pork

Packer supply sources of hogs and pork

Numbers of hogs on farms in California remained relatively constant at about three-
quarters of a million from the turn of the current century to the beginning of World War
II. During the war they increased to more than a million, but beginning with 1944 hog
numbers in California dropped sharply and tended to level out again at the three-quarter-
million mark (fig. 4b). In 1952, however, California hog numbers resumed the downward

30 An apparent conflict arose in comparing the grades of sales by calf handlers with the percentage distribution of grades

purchased by the retail food chains. The retail food chains reported that Choice grade veal accounted for about 76 percent of their

federally graded veal purchases. However, calf handlers, according to their own estimates, sold only about 571 thousand pounds of

Choice grade veal in 1955, but they sold about 3, 726 thousand pounds of veal to retail food chains. The difference between these

two figures, 3, 726 less 571, is 3, 155 thousand pounds or nearly 50 percent of the total quantity of veal handled by the retail food

chains in 1955. Evidently, some of the estimates made by retail chain respondents, calf handlers, or both were in error.

3 1 No Commercial grade designation exists for lamb.
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Table 31.—Lamb: Percentage distribution of U. S. graded, handled by packers and "wholesale
meat distributors, by grades, Northern California, 1955

U. S. graded lamb

Item
As

percentage
of total
lamb sold

Percentage distribution

Choice
and

Prime
Good

Utility1

and
other

Total

Northern California packers:
Rav Area. .........................

Percent

80.6
86.2

81.2
84.6

Percent

83.3
68.0

77.8
82.1

Percent

14.0
32.0

20.4
15.7

Percent

2.7

(
2

)

1.8
2.2

Percent

100.0
Other Northern California. .••••••• 100.0

Federally inspected. .
N

Nonfederally inspected
100.0
100.0

All packers 82.1 79.0 19.1 1.9 100.0

Wholesale meat distributors,
Bay Area:
Jobbers

:

Hotel supply houses ............. 96.0
70.7

96.9
74.8

3.1
23.1 2.1

100.0
Retail supply houses 100.0

All jobbers 88.1 91.6 7.9 .5 100.0

54.5 73.5 17.7 S.S 100.0

All wholesale meat distribu-
tors

79.2 88.3 9.7 2.0 100.0

Retail food chains • 100.0 90.2 9.8 100.0

Federal grades for lamb are Prime, Choice, Good, Utility, and Cull
grade designation has existed for lamb since April 1951.

2 Less than 0.05 percent.

No Commerical

trend. On January 1, 1956, there were fewer than one-half million hogs on farms in

California. At the same time, the human population of the State had grown tremendously.
The result is that inshipments of live hogs and dressed pork from other Western States
and from Omaha and other midwestern markets after 1944 comprised a steadily increas-
ing proportion of the pork and pork products made available to California consumers.

Principal reasons for lack of growth in California hog production, commensurate
with increases in the human population, stem largely from competition among crops for
the available farm land in the State. In the past, producers of hogs, cattle, poultry, and
other livestock have faced a relative shortage of low- cost feed grains. High yields of

small grains are physically possible in most farming areas of the State, and phenomenally
high yields of corn have been attained. Despite these facts, most California farmers have
found that the land will yield an even greater net dollar return when devoted to production
of fruits, vegetables, cotton, rice, and specialty products. Even the advent of marketing
quotas in recent years on cotton and rice appears to have resulted in few material changes
in the general feed situation. The result is that waste products from other crops and
commodities form the principal basis upon which the California feed-livestock economy is

built.
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HOGS IN CALIFORNIA
Slaughtered, and On Farms Jan. 1
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FOR IMMEDIATE SLAUGHTER EQUALS CALIFORNIA MARKETINGS IN CALIFORNIA.

U. S. DEPARTMENT OF AGRICULTURE NEC 3576-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 4

In 1948, about 40 percent of the slaughter hogs raised in the State were produced on
garbage. In that year, there were 417 garbage-feeding feedlots. Most of these estab-
lishments were located near the large centers of population, Los Angeles and San Fran-
cisco. 33 The outbreak of vesicular exanthema and the promulgation of regulations re-
quiring the cooking of garbage probably were primarily responsible for reductions, after

1952, in the hog population of the State. These developments, however, have not ma-
terially changed the extent of garbage feeding.

Hog slaughter in California averages between 1.8 and 2.0 million head annually. In

the period 1937-46, marketings of hogs from California farms and feedlots, according to

the Federal-State crop reporting service, accounted for about 36. 5 percent of the total

(fig. 4a). Since 1950, however, California marketings have comprised less than 20 per-
cent of the total slaughter.

For Northern California alone, according to data compiled in this study, the situa-

tion is somewhat different. In 1955, as shown in table 32, about 35 percent of the fresh
and cured pork sales of Northern California packers originated within the State. About
4 percent was supplied by producers in Other Western States, while the bulk, 60 percent,
was brought in from the Midwest.

3 2 California Crop and Livestock Reporting Service.
33 Sullivan, Wallace, Maharg, Earl, and Hughes, E. H. "The Garbage Hog Feeding Business in California," California

Agricultural Extension Service Circular 166, April 1950, p. 4.
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Tables 32. --Fresh and cured pork: Quantities purchased, equivalent carcass weight, and
geographic sources of purchases by packers, Northern California, 1955

Pork
purchased

Percentage distribution of
packer purchases

Item

California
Other

western
States

Other
States

Purchases by packers:

Bay Area packers:
Live purchases
Carcasses and cuts purchased out-

side California:
fresh

1, 000

pounds

57,616

4,305
7,128

Percent
31.0

Percent
0.8

2.4

Percent
68.2

100.0
cured 97.6

Total 69,049 26.0 .9 73.1

Other Northern California packers:
Live purchases
Carcasses and cuts purchased out-

side California.

27,386

(
2

)

58.3 14.3 27.4

Grand total • 96,435 35.2 4.7 60.1

1 Less than 0.05 percent.
2 Insignificant.

A striking difference in the geographic supply patterns of Bay Area packers and
Other Northern California packers appears in table 32. About one-fourth of the hogs
slaughtered in the Bay Area in 1955 were produced in California, whereas local supplies
comprised nearly 60 percent of the slaughter of Other Northern California packers. In-

shipments of dressed pork by packers, which totalled about 11.3 million pounds in 1955,
or 12 percent of packers' total sales of pork, were. much less important to packers than
imports of live hogs. Cured pork, it may be noted, comprised about 30 percent of North-
ern California packers' total sales. Nearly all of this, however, was produced by fed-
erally inspected packers of the Bay Area.

Only about 10 percent of California's slaughter nogs move through terminal markets
of the State,3 * but the terminal markets at Omaha, Nebr. , St. Joseph, Mo. , and at

some other midwestern cities provide California packers with a high percentage of their
live inshipments. Purchases of California packers on these markets are made through
order buyers, i. e. , by persons who buy "on order" or, in the case of the national
packers, through salaried packer buyers. Northern California packers estimated that

terminal markets, irrespective of location, provided them with about 38 percent of their

total receipts of live hogs. The others were "directs, " i. e. , hogs purchased at farms,
auctions, or other local points. Most of these, of course, were hogs which originated in

California or Other Western States. In the aggregate, purchases of hogs on farms, ac-
cording to Northern California packers' estimates, exceeded auction purchases and were
about equal to the total number of hogs bought at terminal markets. The interior Cali-
fornia packers and the nonfederally inspected packers, however, slaughtered a much

34
California Market News reports.
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higher percentage of "directs" than other classes of Northern California packers. This
is readily understood, since it was the Bay Area and federally inspected packers who
were responsible for the bulk of the inshipments.

Wholesale distribution of fresh and cured pork

One distinctive feature of pork is that most of it is consumed smoked or otherwise
cured. This was true in the Bay Area in 1955, despite the fact that fresh pork accounted
for 70 percent of Northern California packer sales. The loins (chops) and spareribs of

hogs account for most of the fresh sales of pork. The remainder, including the hams,
picnics, and bellies, is nearly all sold cured. Many of the nonprocessing hog slaughterers
of Northern California dispose of hams, picnics, and bellies by selling to branch houses
and others for curing or to processors for processing. A small price premium in the
fresh market for grain-fed hogs tends to send a higher proportion of the garbage-fed
pork to processors.

Bay Area packers distributed about 75 percent of their fresh pork and 58 percent of

their cured pork in the Bay Area. The Other Northern California packers, however,
shipped no cured pork and very little fresh pork into the Bay Area, with the result that
about half of the fresh and cured pork produced by all Northern California packers in

1955 was made available for distribution in the Bay Area.

The primary directional movement of beef, veal, and lamb in Northern California is

toward the Bay Area. For fresh and cured pork, however, the bulk of the movement is in

the other direction, i. e. , from the Bay Area outward to the interior regions of the State.

This contrary tendency stems from the relative shortage of pork in the State and from
the fact that the Bay Area functions as a focal point for inshipments from out-of-State.

Most of the fresh pork sold in the Bay Area by Bay Area packers moved direct to

retail meat markets and stores, but branch houses were the principal outlets of these
packers for cured pork. Compared with other species or classes of meat, a relatively
large percentage of the fresh as well as of the cured pork made available by Bay Area
packers was sold or transferred to branch houses; relatively small percentages were
bought by Bay Area jobbers. Jobbers, however, received most of the small quantity of

fresh pork distributed by Other Northern California packers in the Bay Area (table 33).

More than two-thirds of the remainder was sold to Bay Area processors. Sales of cured
pork by packers to the military and agencies of government were fairly important, repre-
senting 3 percent of total packer sales of cured pork in the Bay Area.

Pork purchases of Bay Area branch houses and jobbers, together with data showing
sources of these purchases, are indicated in table 34. It was not possible to determine
accurately the purchase patterns of wholesale meat distributors for cured pork sepa-
rately, because jobbers as well as branch houses smoke or process some of the fresh
pork they receive. Nevertheless as shown, the branch houses handled several times as
much pork as the jobbers and more than all Northern California packers combined. 35

It appears however, that inshipments from Other Western States and the Midwest accounted
for most of the fresh and cured pork acquisitions of branch houses, despite the fact that

they received relatively large quantities of pork from local packers. In addition, more
than half the fresh pork sold by Bay Area jobbers was shipped into the Area from out-of-
State. Jobbers also imported considerable quantities of cured pork, but two or three
specialized "pork handlers, " independent jobbing firms specializing in the processing
and sale of pork, were responsible for the bulk of these inshipments. Several combination
jobber-processors also imported small quantities of cured pork.

Since branch houses as well as independent "pork handlers" and "combination jobber-
processors" smoke or otherwise cure considerable quantities of pork, much of the cured
pork sold by these firms actually was purchased and shipped to the Bay Area in either a
fresh or semi-preserved condition.

35 Relatively large quantities of the pork accounted as sales of branch houses, however, actually moved by rail car directly

from packers in the Midwest or elsewhere to buyers in the Bay Area.
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Table 33. —Fresh and cured pork: Sales and percentage distribution of sales, equivalent
carcass weight, by packers, by type of outlet, Northern California, 1955

Fresh pork Cured pork

Item Bay
Area

packers

Other
Northern
California
packers

Bay
Area

packers

Other
Northern
California
packers

and
cured
pork

Sales:
Outside the Bay Area:

To domestic points
Through Bay Area to foreign

and offshore points
Sales in Bay Area.

1 ,000

pounds

10,416

30,618

1 , 000

pounds

24,264

C

1
)

1,777

2,000

Pounds

11,779

16,236

2,000

pounds

1,345

n
(

x
)

1,000

pounds
47,804

48,631

Total 41,034 26,041 28,015 1,345 96,435

Percentage of sales in Bay Area:

Retail outlets:
Meat and grocery retailers 2 ...

Institutions and purveyors 3 ...

Percent

62.2

.5

Percent

7.9
Percent

41.4
1.8

Percent Percent

53.3

.9

Total 62.7 7.9 43.2 i
1

) 54.2

Wholesale meat distributors and
other:
Packer branch houses 21.4

12.7

1.7
1.5

4.2
57.9

30.0

46.0
6.0

4.8

<
5

)

29.0
Jobbers 12.1
Gov't, agencies including mil-
itary 2.7

Processors and other 2.0

Total 37.3 92.1 56.8 i
1

) 45.8

Grand total 100.0 100.0 100.0 i
1

) 100.0

1 Insignificant
2 Includes retail chain and independent grocery stores and meat markets.
3 Hotels, restaurants, industrial restaurants, ship supply, all other purveyors of

meals, and institutions.
4 Includes small quantities sold to frozen meat handlers. Little or none sold to boners

or calf handlers.

The jobbers relied principally upon branch houses for their cured pork, but pur-

chases from local packers and from packers throughout the western region provided

them with the major part of their fresh pork supplies. In addition and as mentioned above,

they themselves may cure some pork or buy from combination jobber-processors.

The customers and sales patterns of Bay Area wholesale meat distributors, includ-

ing branch houses and jobbers, for fresh and cured pork are about the same as for their

sales of other fresh meat (table 35). The branch houses sold pork mainly to meat mar-
kets and grocery stores in 1955, whereas jobbers supplied both purveyors and retail

meat stores. Several points of difference appeared, however. First, the branch houses

sold more than twice as much fresh pork and several times as much cured pork as job-

bers. The reverse situation was true in various degrees for beef, veal, and lamb.

Second, the branch houses distributed considerable quantities of fresh and cured pork
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Table 34. --Pork: 1 Purchases and percentage distribution of purchases, equivalent carcass
weight, by wholesale meat distributors, by type, San Francisco Bay Area, 1955

Item
Branch
houses Jobbers

Purchas es

1,000

Pounds

109,694

Percent
12.8
0.1

(
2

)

0.1

1,000

pounds

27,875

Percent
17.5
3.7

32.0

Percentage distribution of purchases:

California:
Packers

:

Bay Area
Other Northern California

Wholesale meat distributors (Bay Area):
Branch nous es

Jobbers (

2
)

Total 13.0 53.2

Other Western States 7.9
79.1

33.0
Other States 13.8

Total 87.0 46.8

Grand total 100.0 100.0

Includes cured. It was not possible with the data at hand to estimate accurately
purchases and supply sources of cured pork separately, since both jobbers and branch
houses cure or process some of the fresh pork they receive.

2 The interflow of pork among branch houses and jobbers cancels out in an aggregate
analysis.

outside the Bay Area, whereas sales activities of these firms in connection with other
meats were almost strictly confined to the Bay Area. Some of the Bay Area branch
houses distributed pork and pork products throughout Northern California. Third, a rela-
tively high proportion of the Bay Area branch house sales of cured pork, compared with
their sales of other meats, were made to jobbers. Fourth, sales of cured pork by whole-
sale meat distributors to the military and other governmental agencies were relatively
minor in importance.

Sales to and purchases by retail food stores

Food chains with retail units in the Bay Area bought about 10 million pounds of fresh
pork and 15. 6 million pounds of cured pork in 1955. This represented a relatively small
proportion, 17. 9 percent, of the fresh pork received by all meat markets and grocery
stores in the Area, and a relatively large percentage, 24. 5 percent, of the cured pork
distributed to these stores and markets (table 36). However, a somewhat higher per-
centage of the cured pork purchased by the chains was retailed through stores located
outside the Bay Area. Only 8. 3 million pounds of cured pork and about 5. 7 million pounds
of fresh pork was sold by the chains to consumers in the Bay Area. This means that of the
fresh and cured pork purchased by Bay Area consumers at meat markets and grocery
stores, the chains were responsible for about 11. 1 and 14.7 percent, respectively.
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Table 35.—Fresh and cured pork: Sales and percentage distribution of sales, equivalent
dressed weight, by wholesale meat distributors, by type of outlet, San Francisco Bay
Area, 1955

Item

Fresh pork

Branch
houses

Inde-
pendent
jobbers

Cured pork

Branch
houses

Inde-
pendent
jobbers

Sales

:

Outside Bay Area:
To domestic points
To foreign and offshore points

Bay Area

Total ,

Percentage distribution of Bay Area
sales:

Retail outlets:
Meat and grocery retailers 1

,

Institutions State and purveyors 2
.,

Total

wholesale meat distributors and other:

Packer branch houses
Jobbers
Gov't agencies incl. military
Processors and other.

Total

Total

2,000

Pounds

4, 526
678

31,591

36,795

Percent

81.7
3.5

85.2

(
3

)

5.6
1.6
7.6

14.8

100.0

1, 000

pounds

1,128
104

13,506

14,738

Percent
55.2
38.2

93.4

(
3

)

.8

1.9
3.9

6.6

100.0

1,000

pounds

13,268
1,627
58,004

72,899

Percent
82.5
2.5

85.0

(
3

)

12.3
1.8
.9

15.0

100.0

1,000

Pounds

1,012
97

12,028

13,137

Percent
57.9
40.1

98.0

(
4

)

(
3

)

2.0

(
4

)

2.0

100.0

Includes chain and independent grocery stores with meat and meat markets.
2 Includes hotels, restaurants, industrial restaurants, all other purveyors of meals,

and institutions.
3 Flow of pork among jobbers and among branch houses cancels out.
A Less than 0.05 percent.

The food chains relied heavily upon Bay Area packers for their supplies of fresh and
cured pork. However, inshipments direct from packers in the Midwest provided them
with about 30 percent of their fresh pork, and another 23 percent was bought from local
branch houses. The branch houses supplied the retail food chains with more than half
their purchases of cured pork, and, compared with fresh pork, a smaller percentage as
well as a somewhat smaller physical volume of cured pork was purchased by the chains
from out-of-State packers. In contrast, the food chains purchased only very small quan-
tities of beef, veal, and lamb from branch houses.

The branch houses, without question, were the dominant factors in the distribution
of pork to meat markets and independent stores. The Bay Area packers supplied the meat
markets and independents with about a third of their total purchases of fresh pork, but
fully half was acquired from branch houses. In addition, more than 82 percent of the
cured pork bought by the meat markets and independent stores was purchased from branch
houses, and nearly all of the remainder was delivered by jobbers.
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Table 36. --Fresh and cured pork: Quantity and distribution of purchases of meat and
grocery retailers, by type and location of seller, San Francisco Bay Area, 1955 1

Quantity
purchased

Percentage of total
supplied by each seller

Percentage distribution
among sellers

Seller
Meat markets
and independent
grocery stores

Retail
food

chains

Meat markets
and independent
grocery stores

Retail
food
chains

Fresh pork:
Packers

:

Bay Area

2,000

pounds

19,039
141

(

2
)

3,025

25,815
7,452

Percent

76.7
90.1

(

3
)

91.1
97.7

Percent

23.3
9.9

100.0

8.9
2.3

Percent

32.8
.3

(
3

)

49.9
17.0

Percent

44.6
Other Northern California
Other Western States
Other States

.1

30.4
Packer branch houses, Bay
Area 23.2
Jobbers, Bay Area 1.7

All sellers 55,472 82.1 17.9 100.0 100.0

Cured pork:
Packers

:

Bay Area
Other Northern California
Other Western States
Other States

Area
Jobbers, Bay Area

6,717

(

2
)

2,250

47,857
6,960

24,6

(

3
)

82.7
100.0

75.4

100.0

17.3

(
3

)

3.4

(
3

)

82.1
14.5

32.5

14.4

53.1

(
3

)

All sellers 63,784 75.5 24.5 100.0 100.0

1 No attempt was made in this study to determine direct purchases by meat markets and
independent grocery stores from packers outside the State. These, however, were considered
insignificant.

2 Insignificant.
3 Less than 0.05 percent.

Receipts of pork by Bay Area retail food chains from out-of-State packers aggregated
about 5. 3 million pounds. This brought the total volume of inshipments by branch houses,
jobbers, and the chains to 115.6 million pounds. In addition, about 70 million pounds of

pork were produced in the Bay Area or shipped there by Other Northern California
packers with the result that approximately 186.4 million pounds were made available in

the Bay Area for distribution in 1955 (table 37). Only about 10 percent of these 186. 4

million pounds were derived from hogs produced in California. Another 10 percent
originated in Other Western States, while the remainder, 80 percent, was shipped into

California in either a live form or in the form of fresh or cured cuts from the Midwest.

Form in which fresh pork is distributed in the Bay Area

Another distinctive feature of pork is that very little of it is distributed or sold in

carcass form (table 38). Packers almost universally cut pork carcasses into wholesale
or fabricated cuts. Most of them now trim excess fat from these cuts prior to sale.

These practices were made necessary by the widely differing demands for the various
portions of a hog carcass. As mentioned earlier, only the loins and spareribs ordinarily
are sold fresh, while the hams, picnics, and bellies are smoked or otherwise cured.
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Table 37. --Fresh and cured pork: Total quantity, by carcass weight, available for
distribution, by geographic source, San Francisco Bay Area, 19551

Item California
Other

Western
States

Other
States

Total
available in
Bay Area

Production by Bay Area packers

1, 000

pounds

17,962

1,036

2,000

pounds

632

254

17,883

2,000

pounds

50,A55

487

90,651

5,275

2,000

pounds

69,049
Bay Area sales by Other Northern Cali-

fornia packers
Receipts of wholesale meat distributors

from out-of-state packers
Receipts of retail food chains from

out-of-state packers

1,777

108,534

5,275

Total 18,998 18,769 146,868 184,635

Percentage distribution 10.3 10.2 79.5 100.0

1 These are sources of both live animals and dressed fresh or cured pork. However,
inshijments by purveyors, processors, and independent retailers from outside California
were not included.

2 It was assumed that the sources of pork sold in the San Francisco Bay Area by Other
Northern California packers were the same in relative terms as sources of all hogs and
pork acquired and sold by these packers.

Table 38. --Fresh pork: Percentages showing form in which purchased -or sold by packers,
wholesale meat distributors, and retail food chains, San Francisco Bay Area, 1955

Type of buyer or seller Carcasses
Cuts

Wholesale Other Total

Packers

:

Bay Area:
1

Sales
Percent

12.6

62.0

0.2
0.2

35.8
4.3

0.2

Percent

85.6

20.2

(

2
)

50.2
52.9

99.8

Percent
1.8

17.8

(
2

)

14.0
42.8

(
3

)

Percent
87.4

Other Northern California:
Sales 38.0

Wholesale meat distributors, Bay Area:
Branch houses:

Purchases 99.8

Sales 99.8
Jobbers

:

Purchases 64.2

Sales
Retail food chains:

Purchases

95.7

99.8

1 Excludes the two national packers in the Bay Area.
2 Unavailable.
Less than 0.05 percent.
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In the Bay Area, however, a considerable proportion of the fresh pork was dis-
tributed in carcass form until sometime in the early 1940's. Most of these carcasses
were purchased by the Chinese retail trade, which in the Bay Area is relatively large.
The Chinese, from ancient custom, demanded full-carcass hogs direct from the slaughter
floor, before entry of the carcasses into the chilling room. This practice almost died out,

however, during World War II.

In 1955, less than 13 percent of the fresh pork sold by Bay Area packers consisted
of carcasses, and most of this was purchased by jobbers, principally combination jobber-
processors, who did the cutting or fabricating. A relatively high percentage of the Bay
Area pork sales of Other Northern California packers consisted of carcasses, but
nearly all of these also were purchased by jobbers or processors. The jobbers, it may
be noted, find it necessary to produce special fabricated cuts of pork, as well as of

other species, for hotels, restaurants, and other purveyors. Even the retail food chains,
which maintain warehouse facilities for cutting and fabricating carcasses of other species,
purchased few hog carcasses.

INTEGRATED WHOLESALE DISTRIBUTION CHANNELS
FOR MEAT IN THE SAN FRANCISCO BAY AREA

The purchase and sale patterns of packers, packer branch houses, independent
wholesale meat distributors, and retail food chains, described in detail earlier, are
blended with one another in this section to show more complete and integrated market
pictures of distribution channels for beef, veal, lamb, and pork. This provides oppor-
tunity for summarizing the main points of the discussion on structure and characteristics
of the market, and facilitates comparisons among the different species and classes of

meat.

Diagrams are presented in this section which illustrate Bay Area distribution chan-
nels for each of the following: Beef, veal, lamb, all pork, and all fresh meat. 37 Two
channel diagrams are presented for each class of meat. The first of these, in each case,
shows the distribution of the total supply of meat which was available in the Bay Area in

1955. The second presents, in each case, the distribution channels for only the supply of

meat distributed in the San Francisco Bay Area; that is, the supply purchased by Bay
Area retail food chains, independent markets and stores, institutions, and purveyors. 38

Distribution Channels for Beef

Figure 5 shows the distribution of the 380 million pounds of beef which found its way
into the San Francisco Bay Area in 1955. It illustrates the extreme complexity of a whole-
sale market for meat. On the supply side, all dressed beef originated, of course, with
packers. Of the total, Bay Area packers supplied about 54 percent. An addition, one-
third came from Other Northern California packers, while packers of the Other Western
States supplied 12 percent. Midwestern packers were responsible for the remaining 1

percent.

Nearly half the beef made available in the Bay Area by packers moved directly from
packers to final market outlets or, in other words, circumvented that part of the whole-
sale market composed of wholesale meat distributors. The Bay Area packers were
responsible, however, for most of this direct movement; outside packers sold prin-
cipally to wholesale meat distributors. Branch houses, nevertheless, were supplied
mainly by the Bay Area packers, although packers in Other Western States also supplied

36 Data derived should be considered only rough estimates. In some instances, arbitrary decisions were necessary. In all in-

stances, however, estimates of the flow of meat between two different types of firms, as determined by sales figures of one group,

were reasonably consistent with the estimates based on purchase figures of the other group. The overall channel data, of course, also

are subject to the limitations described earlier. The most important of these limitations is that the data do not include out-of-State

purchases by purveyors, independent markets and stores, and processors. In relative terms, however, these, almost certainly, were

small.
37 Appendix tables include data from which the channel diagrams were drawn.
38 This excludes, in each case, supplies of fresh meat purchased by Bay Area processors and sold to consumers in processed

form.
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Total Supply in San Francisco Bay Area

BEEF DISTRIBUTION CHANNELS
FIGURES ARE % OF TOTAL, BRANCH

380.4 MIL LB. HOUSES

PROCESSORS
& OTHER
BAY AREA

OTHER
PACKERS

JOBBERS

* INCLUDES RETAIL FOOD CHAINS AND QUANTITIES DISTRIBUTED BY THESE CHAINS TO RETAIL UNITS OUTSIDE THE
BAY AREA, INDEPENDENT MARKETS AND GROCERY STORES, PURVEYORS, AND INSTITUTIONS.

U. S. DEPARTMENT OF AGRICULTURE NEC 3566-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 5

them with considerable quantities of beef. Jobbers purchased mainly from Other Northern
California packers, while the boners drew beef into the Bay Area from a number of

Western States. The boners of the Bay Area handled nearly twice as much beef as Bay
Area packer branch houses, although of a different quality, but the jobbers handled about
three times as much beef as the boners.

Retail outlets composed of retail markets and stores, both chain and independent,
and institutions and purveyors received more than two-thirds of the total Bay Area beef
supply in 1955. This includes, however, beef acquired by the Bay Area food chains for
distribution outside, as well as within, the Bay Area. The Bay Area packers and the local

jobbers were about equal in importance as suppliers of all Bay Area retail outlets com-
bined. These outlets purchased certain additional, but relatively small, quantities of beef
from other packers and branch houses. Processors, buying principally from boners, ac-
counted for less than 9 percent of the total available supply. The remaining 23. 1 percent
consisted of exports, shipments to offshore buyers, and shipments to packer branch
houses and domestic buyers outside the Bay Area. Boners, jobbers, and Other Northern
California packers were responsible for the major part of the shipments to branch houses
and domestic buyers outside the Bay Area. Sales to the military were common among all

types of packers and wholesale meat distributors.

In calculations for figure 6, the beef supply for consideration was scaled down by
dropping out all shipments outside the Bay Area, including shipments to domestic points,

as well as exports and offshore shipments. Beef purchased by government agencies also

was deducted. In addition, fresh beef sold to processors and other Bay Area civilians was
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Supply Distributed in San Francisco Bay Area Only

BEEF DISTRIBUTION CHANNELS

FIGURES ARE % OF TOTAL,
236.3 MIL LB.

PACKERS

BRANCH
HOUSES

RETAIL

FOOD CHAINS *

MEAT MARKETS
& INDEPENDENT
GROCERY STORES

* INCLUDES ONLY QUANTITIES DISTRIBUTED BY BAY AREA RETAIL FOOD CHAINS TO RETAIL UNITS INSIDE BAY AREA.

U. S. DEPARTMENT OF AGRICULTURE NE G. 3567- 56 (10) AGRICULTURAL MA R K ET ING SE R VICE

Figure 6

dropped for the reason that, as explained earlier, data on purchases of beef by Bay Area
processors were incomplete. Furthermore, shipments by retail food chain organizations
from Bay Area warehouses to retail units outside the Bay Area were deducted from pur-
chases by chains and from the total. Appropriate adjustments were made in packers'
sales to reflect the deletions made from among final market outlets. These deletions and
adjustments result in a description of the distribution paths for the meat distributed fresh
to Bay Area civilians, rather than for the total supply of fresh beef moving into the Area.
In relative terms, the results are substantially the same, although some important dif-

ferences appear.

About 236 million pounds of beef were distributed to the 3 principal retail outlets of

the San Francisco Bay Area for local consumption in fresh form. Again, slightly less
than half the total moved directly, most of the remainder flowing through jobbers. Boners
now show up as much less important than earlier, because these distributors sold most
of their supplies of beef to processors and the military, while packer branch houses re-
main relatively unimportant in the distribution of fresh beef. About 13.4 percent of the

2 36 million pounds distributed was sold within the Bay Area by retail food chains. This
means that of the fresh beef purchased by Bay Area consumers for home consumption,
only about 17. 5 percent was bought at food chain stores. Approximately 87 percent of the

beef bought by the chains, as compared with about 58 percent of the beef handled by other
retail markets and stores, was purchased directly from packers. Nearly all of the beef
acquired by institutions and purveyors was purchased from jobbers, but the jobbers de-
livered almost as much beef to grocery stores and meat markets as to institutions and
purveyors.
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Distribution Channels for Veal

The integrated pattern and distributive flow of all veal available in the San Francisco
Bay Area for distribution in 1955 are presented in figure 7. Several salient observations
may be made from this figure or from appendix table 49, from which the chart was
drawn. First, Bay Area packers commanded a less important position in the supply and
distribution of veal than of beef. The Other Northern California packers accounted for

more than half the veal made available in the Bay Area. Second, compared with beef, a
relatively small proportion of the veal distributed in or from the Bay Area moved directly,
that is, circumvented wholesale meat distributors. These distributors, branch houses,
jobbers, and calf handlers, handled more than two-thirds of the total available veal.

Third, calf handlers were the dominant factors in the market, accounting for more than
42 percent of the veal that moved through to final market outlets. The calf handlers were
the principal market outlets for specialized slaughterers of veal located in or near the
principal dairy producing regions of Northern California. Branch houses, as in the case
of beef, accounted for a relatively small percentage of the veal handled by wholesale meat
distributors. The jobbers, more diversified in their operations than calf handlers, sold
more than twice as much veal in 1955 as the branch houses. However, the branch houses,
as well as the calf handlers, imported considerable quantities of veal from Iowa,
Missouri, Wisconsin, and other Midwestern States. Some was brought in from Texas.

Finally, a greater percentage of the available veal than of the available beef in the

market was sold to processors, but smaller percentages were exported or shipped to

Total Supply in San Francisco Bay Area

VEAL DISTRIBUTION CHANNELS
FIGURES ARE % OF TOTAL,

49.2 MIL LB.

BAY AREA
PACKERS

PACKER
BRANCH
HOUSES

GOV'T AGENCIES
& SHIPMENTS

OUTSIDE
BAY AREA

* INCLUDES RETAIL FOOD CHAINS AND QUANTITIES DISTRIBUTED BY THESE CHAINS TO RETAIL UNITS OUTSIDE THE
BAY AREA, MEAT MARKETS AND INDEPENDENT GROCERY STORES, PURVEYORS AND INSTITUTIONS.

U. S. DEPARTMENT OF AGRICULTURE NEC 3568-5* (10) AGRICULTURAL MARKETING SERVICE

Figure 7
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branch houses and domestic buyers outside the Bay Area. Only a little more than half the

total supply of veal in the Bay Area was acquired by Bay Area institutions, purveyors,
and retailers, both chain and independent.

Figure 8 shows the approximate distribution patterns and channels for veal con-
sumed fresh at home or in restaurants and institutions by civilians of the Bay Area. As
indicated, branch houses, jobbers, and calf handlers appear to have been even more im-
portant in the direct supply of veal to retail markets and purveyors than in the total sup-
ply of veal to all final market outlets. Direct sales by packers to all retail markets and
purveyors in the Bay Area represented less than 15 percent of the total veal distributed
to these outlets.

Bay Area units of food chains were supplied with the same percentage of the veal as

of the beef distributed to all Bay Area retailers, institutions, and purveyors, 1 3. 4 per-
cent. Meat markets and independent stores purchased nearly 70 percent of the veal, as
compared with about 63 percent of the beef, distributed to these outlets. At the same
time, purveyors bought a smaller proportion of the veal than of beef distributed to retail

outlets, indicating that, relative to beef, Bay Area consumers purchased a higher per-
centage of the veal for home consumption.

Calf handlers were the principal suppliers of the food chains, as well as the meat
markets and independent grocery stores. Only about one -fourth of the veal, as compared

Supply Distributed in Son Francisco Boy Areo Only

VEAL DISTRIBUTION CHANNELS
BRANCH
HOUSES

FIGURES ARE °o OF TOTAL,
24.0 MIL. LB.

RETAIL

JOBBERS

* INCLUDES ONLY QUANTITIES DISTRIBUTED BY BAY AREA RETAIL FOOD CHAINS TO RETAIL UNITS INSIDE BAY AREA
^ LESS THAN .05 PERCENT.

U. S. DEPARTMENT OF AGRICULTURE NEC 3569-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 8
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with 87 percent of the beef, distributed in the Bay Area by retail food chains was pur-
chased directly from packers. Because of the prominence of calf handlers, a smaller
percentage of the veal than of the beef handled by jobbers was sold to retailers, but, as
in the case of beef, the jobbers were virtually the only veal supply source of hotels,

restaurants, other purveyors, and institutions.

Distribution Channels for Lamb

Distribution patterns of packers and wholesale meat distributors in connection with
lamb were integrated into a more or less complete picture of disposition in figure 9,

which is a simplified reflection of appendix table 50. Illustrated are the channels of dis-

tribution for all lamb available in the Bay Area in 1955.

More than 80 percent of the 55 million pounds of lamb available in the Bay Area in

1955 was provided by Bay Area packers. Nearly all the remainder was shipped to the

Area by Other Northern California packers, but more than 70 percent of the lamb pro-
vided by all packers moved directly from packers to final market outlets. This was in

direct contrast with veal, of which not much more than a third moved directly. The con-

trast is explained largely by the concentration of lamb slaughter in the hands of a few
large-volume packers. About half the available beef moved directly. However, a rela-
tively high percentage of the so-called direct sales of lamb consisted of shipments to

branch houses and domestic retailers outside the Bay Area.

Total Supply in Son Francisco Boy Area

LAMB DISTRIBUTION CHANNELS
FIGURES ARE % OF TOTAL,

55.3 MIL. LB.

BAY AREA
PACKERS

PACKER
BRANCH
HOUSES

PROCESSORS
& OTHER
BAY AREA

* INCLUDES RETAIL FOOD CHAINS AND QUANTITIES DISTRIBUTED BY THESE CHAINS TO RETAIL UNITS OUTSIDE THE
BAY AREA, MEAT MARKETS AND INDEPENDENT GROCERY STORES, PURVEYORS AND INSTITUTIONS.

£> LESS THAN .05 PERCENT.

U. S. DEPARTMENT OF AGRICULTURE NEC 3570-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 9
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Despite the concentration of lamb slaughter among packers, packer branch houses
handled only about one-third as much lamb as jobbers. Both the branch houses and the

jobbers were supplied mainly by the Bay Area packers, but jobbers purchased consider-
able quantities of lamb from other northern California packers. A relatively high per-
centage of the total supply of lamb in the Bay Area was bought by retail outlets, that is,

purveyors, institutions, and retailers; only small quantities of lamb were purchased by
processors. Shipments of lamb by packers and wholesale meat distributors, as well as
by packers, from the Bay Area to other domestic points represented a relatively large
percentage of the total, but exports of lamb were relatively minor in importance.

Figure 10, which shows the disposition of fresh lamb consumed by Bay Area civil-

ians, reveals some additional points of interest. Direct sales of lamb by packers are of

less importance in this figure than in figure 9, which means that wholesale meat distrib-
utors were relatively more important in the distribution of lamb to retail outlets than in

the distribution of lamb to all classes of final market outlets. Nevertheless, the direct
packer-to-retailer movement was without question the most important channel for lamb.
The food chains shipped only a relatively small quantity of lamb to retail units outside the
Bay Area; they handled 14. 5 percent of the lamb, compared with 1 3. 4 percent of the beef
and of the veal, distributed in the Bay Area to meat markets, grocery stores, institu-
tions, and purveyors. At the same time, purchases by purveyors accounted for a smaller
percentage of the lamb than of either beef or veal, despite the fact that lamb is a pre-
ferred item on restaurant menus of the Bay Area.

Supply Distributed in San Francisco Bay Area Only

LAMB DISTRIBUTION CHANNELS
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Direct-from-packer purchases accounted for nearly all the lamb bought by retail food
chains and nearly 60 percent of the lamb purchased by other retailers. Although purveyors
and institutions bought small quantities of lamb from branch houses and from packers,
most of them, as in the case of beef and veal, patronized jobbers almost exclusively.
However, jobbers sold about as much lamb to meat markets and small independent re-
tailers as to purveyors. The principal customers of the branch houses for lamb, as well
as all other classes of meat, were meat markets and independent markets, particularly
the larger independent markets and stores.

Distribution Channels for Pork

Nearly 185 million pounds of fresh and cured pork was available in the Bay Area for
distribution in 1955, which made pork second only to beef in importance in that Area, as
in all other regions of the United States. Of the total, about 132 million pounds was dis-
tributed to retailers and purveyors for consumption in the Bay Area. Figures 11 and 12

present diagrammatic data on pork distribution similar to the figures on beef, veal, and
lamb.

Wholesale meat distributors, packer branch houses in particular, handled an excep-
tionally high percentage of the total supply of pork in the Bay Area, as well as of that
portion eventually consumed in the Area. Less than one -third of the total pork supply and
only about one -fifth of the pork sold for consumption in the Bay Area moved directly, and
nearly all of this was supplied by Bay Area packers, principally for the reason that

Total Supply in San Francisco Bay Area
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Figure 11
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Figure 12

locally produced pork is scarce in most regions of the West. It was necessary to import
from the Midwest nearly two-thirds of the pork supplied to the Bay Area. Pork sales of
branch houses, in marked contrast to their sales of other species, represented nearly 60
percent of the total supply, four times as much as sold by jobbers and fully twice as
much as distributed to all final market outlets by Bay Area packers. Most of the pork
handled by the branch houses was shipped to them from company-owned packing plants in
the Midwest. The jobbers also received pork from Midwestern packers, but they bought
much larger quantities from packers in Western States other than California.

The principal customers of branch houses for pork, as for other types of meat, were
the meat markets and independent stores. These were the principal pork outlets of job-
bers also, mainly because a much smaller percentage of the pork than of the beef, veal,
or lamb supplied to retail outlets in the Bay Area was consumed away from home in
establishments operated by purveyors. The food chains, as well as the purveyors, re-
tailed in the Bay Area a smaller percentage of the pork than of other red meats con-
sumed. A higher percentage of the pork than of other red meats consumed at home appar-
ently was purchased at meat markets and independent stores (fig. 12). The chains pur-
chased about equal quantities of pork from Bay Area packers and from branch houses, but
an additional one-fifth of their 1955 pork requirements was received directly from mid-
western packers.
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Lines of distribution for pork, particularly cured pork, tended to fan out from the
Bay Area to the producing areas and interior points of Northern California instead of

converging, as in the case of beef, veal, and lamb. The Other Northern California
packers were relatively unimportant as suppliers of pork to the Bay Area. In addition,
nearly 23 percent of the pork, as compared with 16 percent or less of other red meats,
accumulated in the Bay Area in 1955 was transported out of that Area by packers or
wholesale meat distributors for consumption elsewhere, principally other areas of

Northern California. For the most part, Bay Area branch houses confined their sales
activities to that area, but several distributed pork and pork products throughout the
northern part of the State.

Distribution Channels for All Fresh Meat and Cured Pork

The patterns of distribution for the total of all four classes of fresh meat and cured
pork are illustrated in figures 13 and 14. The distribution channels indicated in these
figures are aggregations or weighted averages of all the patterns and effects discussed
earlier. Among the pertinent observations which may be made from these figures or the
companion tables, appendix tables 52 and 56, are the following:

(1) Of the total supply of fresh meat and cured pork in the Bay Area, the Bay Area
packers supplied about half, Other Northern California packers were responsible for

one -fourth, packers in the Other Western States supplied 10 percent, and 15 percent was
shipped in from the Midwest.

Total Supply in San Francisco Boy Area

MEAT DISTRIBUTION CHANNELS*
BRANCH PROCESSORS & OTHER

FIGURES ARE % OF TOTAL, HOUSE$ >^JX BAY AREA
669.6 MIL. LB. / ••.••:•:•:•::•::•:•% , n .

PACKERS
OUTSIDE
BAY AREA

BONERS

* INCLUDES ALL FRESH MEAT AND CURED PORK BUT EXCLUDES ALL PROCESSED MEATS OTHER THAN CURED PORK.
^ INCLUDES RETAIL FOOD CHAINS AND QUANTITIES DISTRIBUTED BY THESE CHAINS TO RETAIL UNITS OUTSIDE THE

BAY AREA, INDEPENDENT MARKETS AND GROCERY STORES, PURVEYORS AND INSTITUTIONS.

U. S. DEPARTMENT OF AGRICULTURE NEC 3574-56 (10) AGRICULTURAL MARKETING SERVICE

Figure 13
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Supply Distributed in Son Francisco Boy Areo Only

MEAT DISTRIBUTION CHANNELS
FIGURES ARE % OF TOTAL

418.4 MIL LB.

PACKERS

PACKER BRANCH HOUSES RETAIL FOOD CHAINS

* INCLUDES FRESH MEAT AND CURED PORK BUT EXCLUDES ALL PROCESSED MEAT OTHER THAN CURED PORK.
O INCLUDES ONLY QUANTITIES UlSTRIBUTEU 10 RETAIL UNITS INSIDE BAY AREA

U. S. DEPARTMENT OF AGRICULTURE NEG 3575- 56( AGRICULTURAL MARKETING SERVICE

Figure 14

(2) About 45 percent of all red meat, including cured pork, supplied to the Area
moved directly, that is, circumvented Bay Area wholesale meat distributors. Of the re-
mainder, nearly half was distributed by jobbers, and an additional one -third was sold by
packer branch houses. 39

(3) Exports, shipments out of the Bay Area for consumption, and sales to govern-
ment agencies accounted for about 23 percent of the total fresh meat and cured pork
available in the Bay Area, while processors acquired another 8 percent, leaving about

69 percent for distribution to retailers, purveyors, and institutions in the Bay Area.

(4) Total fresh meat and cured pork purchases by the retail food chains amounted to

14. 3 percent of the total Bay Area supply, or one -fourth of the total bought by all Bay
Area meat markets and grocery stores, ^° but more than 40 percent of the total pur-
chased by the chains was reshipped by them to retail units outside the Bay Area. They
handled only 13 percent of the meat distributed to retail outlets (meat markets, inde-

pendent grocery stores, retail food chains, institutions, and purveyors) for distribution

in the Bay Area. This represented about 16 percent of the meat handled by all meat and
grocery stores in the Bay Area.

39 Approximately 16. 7 percent of the meat, mostly pork, "sold" by Bay Area and branch houses was actually shipped by

rail car directly from packers in the Midwest or other areas to buyers in the Bay Area.
40 See appendix table 10.
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(5) More than 75 percent of the meat bought by the food chains, as compared with
less than 45 percent of the meat taken by meat markets and independent stores, was
purchased directly from packers.

(6) The meat markets and independent stores divided the remainder of their meat
purchases about equally between independent meat wholesalers-- jobbers, boners, and
calf handlers--and the packer branch houses, but a high percentage of their purchases
from branch houses consisted of fresh and cured pork.

(7) Bay Area sales by independent meat wholesalers were divided nearly equally
between meat markets and independent grocery stores, on the one hand, and purveyors
and institutions, on the other, but they were practically the sole suppliers of most pur-
veyors.

Per Capita Consumption of Meat in the Bay Area

No reliable statistics are available on per capita consumption of the various meats
by States or subregions of the United States. Calculations of per capita consumption in

the Bay Area were made in this study principally to check the reasonableness of the data.
Consequently, it- should not be supposed that they are exactly correct figures. Never-
theless, since they were found to be reasonably consistent with a priori notions concern-
ing levels of consumption per person in the Bay Area, they may be interesting and use-
ful (table 39).

Per capita consumption of all fresh red meat and cured pork in the Bay Area maybe
about equal to the average for the Nation as a whole, even though the Bay Area has a
relatively mild climate and is in a region of relatively high-level fish and poultry con-
sumption. Per capita consumption figures may vary considerably, however, depending
upon the concept of "supply" or "consumption" being used. Per capita consumption of

red meat in the United States in 1955, based upon the total quantity of meat produced
from slaughter, was 153. 3 pounds. Bay Area consumption per person, based upon quan-
tities of meat handled by purveyors, Bay Area retail units of the retail food chains, meat
markets, and other retailers, in 1955 was 143.5 pounds. However, if all meat processed
or sold to Bay Area processors in 1955 is added to this total, the apparent Bay Area
consumption per person was 162. pounds. It is known, however, that some of this proc-
essed meat was shipped out of the Bay Area.

It is generally assumed that per capita consumption of beef in the Bay Area is high,
averaging somewhere between 79.2 pounds, the national average, and 100 pounds. Data
of this study indicate that per capita consumption of fresh beef in the Bay Area in 1955
averaged about 81 pounds. This must be considered a conservative estimate, since most
of the adjustments suggested by the limitations of the data would result in increases in

the estimate. Considering this, it is probable that the per capita consumption of beef,
including sausage or other processed products, in the Bay Area in 1955 equalled or ex-
ceeded 90 pounds of primary distribution weight.'*1 Of the 81 pounds purchased fresh,
about 62 pounds was consumed at home and about 19 was eaten at public eating places.

Total fresh veal consumption in the Bay Area was estimated at 8.2 pounds, com-
pared with a national average of almost 10 pounds, with 6. 8 pounds consumed at home
and the remaining 1. 4 pounds consumed at commercial eating establishments. This indi-

cates that fresh veal consumption in the San Francisco Bay Area may be somewhat low
relative to the national average. This is entirely reasonable, since the Bay Area is a
region of high-level beef consumption and of exceptionally high lamb consumption. ^2

From this study, it appears that if Bay Area civilians had consumed in the fresh state all of the beef which entered the

Area but which was not exported or reshipped out, they would have consumed about 92. 4 pounds each. This includes most of the

beef sold to processors. However, some of the processed beef probably was shipped out of the Area.
^ 2

It may be recalled that an unexpectedly high percentage of veal, according to the estimates, was purchased by proc-

essors. The addition of the veal acquired by these processors to quantities distributed at retail in the Bay Area and purchased by

purveyors results in an increase in the apparent per person consumption of veal in the Bay Area to 13.4 pounds.
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Table 39.—Estimated per capita consumption of meat by specie computed on the basis of

volumes available at various points in the wholesale distributive system, wholesale
market weights, San Francisco Bay Area, 1955 1

Item Beef Veal Lamb
Pork

(fresh and
cured)

Total fresh
meat and

cured pork

Available in Bay Area for
distribution • • •

Pounds

130.4

10.8
51.1

Pounds

16.9

1.1
5.7

Pounds

19.0

1.9
9.2

Pounds

63.3

4.8
32.1

Pounds

229.6
Distribution in Bay Area to

Retail meat markets and
grocery stores:

Food chains 18 6

Other 98 1

Total 61.9 6.8 11.1 36.9 116 7

Purveyors 19.1 1.4 1.8 4.4 26.7
Total markets, stores,

and purveyors 81.0 8.2 12.9 41.3 143.4

Including processors
and other local
buyers 2 92.4 13.4 13.3 42.9 162.0

Distributed in Bay Area and
shipped outside Bay Area
by retail food chains 100.4 14.4 14.6 46.8 176.2

National average 3
, 1954- 79.2 9.9 4.5 59.7 153.3

Based upon a San Francisco Chamber of Commerce estimate of 2,917,000 persons in the

Bay Area in 1954 with Bay Area defined as in this study.
2 These do not include inshipments from outside California by Bay Area processors,

purveyors, or independent retailers, or shipments of processed meat by Bay Area firms,

other than cured pork to buyers located outside the Bay Area.
3 Supplement for 1954 to Consumption of food in the United States , 1909-52, Agriculture

Handbook No. 62, October 1955, p. 33. These are primary distribution weights and include
consumption of all processed and variety meats.

In most areas of the United States, per capita consumption of Lamb is low, aver-
aging about 4. 5 pounds primary distribution weight. Average per capita consumption in

California, however, was reported in a recent USDA publication to average about 12. 3

pounds. 43 Per capita consumption in California is second only to consumption in Massa-
chusetts, where the average is about 12. 4 pounds per person.

The 37. 5 million pounds of lamb distributed to local retail food chain stores, other
retail stores, institutions, and purveyors in the Bay Area approximates the consumption
of fresh lamb in the Area. This represented 12. 9 pounds of consumption per person of

primary disposition weight.^ Per capita consumption of 1.8 pounds of lamb at restau-
rants and other eating places indicates that, when consumers in the Bay Area dine out,

they call for lamb more frequently than veal.

43 Doty, Jr., Henry O. , Distribution of Lamb and Mutton for Consumption in the U. S. , U. S. Dept. Agr. , Agr. Mktg.

Ser. , AMS-93, Washington, D. C. , February 1956.

^However, if lamb purchases of processors are included, the resulting per capita consumption figure averages about

14. 2 pounds.
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Locally produced pork has always been scarce in California, and in addition, the
climate in that State tends to discourage pork consumption. Nevertheless, per capita
consumption of fresh and cured pork in the Bay Area at 41. 3 pounds in 1955 was second
only to beef. ^ 5

COMPETITIVE ASPECTS OF THE BAY AREA WHOLESALE MEAT
DISTRIBUTING SYSTEM

Data on relative volumes of meat handled by the various classes of packers and
wholesale market operators, together with information on distribution practices of these
packers and operators, provide some insight into the competitive structure of the Bay
Area wholesale market. Because neither prices and pricing nor costs of procurement
and distribution were studied in detail, this discussion of competition can be neither
complete nor definitive.

It appears from the data and information already presented that active competition
prevails at all levels of the meat trade in the Bay Area and in Northern California. In

addition, it seems probable that the competitive structure of the market differs consid-
erably among the various species or classes of meat handled. Also, it is possible that
the competitive structure for meat in the San Francisco Bay Area may bear little re-
semblance to the competitive structure in any other market. In fact, the competitive
situation among packers and wholesale meat distributors in the Los Angeles area and in

eastern centers appears quite different from the general competitive condition of the
market in the Bay Area.

Some of the peculiarities of the Bay Area market which affect its competitive struc-
ture are: (1) The existence of relatively few packing plants within the Oakland-San
Francisco metropolitan area and the presence of a relatively large number of compara-
tively small packing plants outside this area but within a 200-mile radius, (2) the pres-
ence in the market of few packing plants of national packers but of many national packer
branch houses, (3) the existence in the market of a large number of independent meat
wholesalers and processors consisting of specialists and nonspecialists of many types,

(4) the relative scarcity of retail food chain stores and the relatively great, but dimin-
ishing, importance of meat markets as opposed to grocery stores handling fresh meat,
(5) the scarcity of locally produced pork and the relative abundance of lower quality
cattle, particularly slaughter cattle of the dairy breeds.

Competition in Procurement of Slaughter Livestock

The competition among packers for slaughter livestock stems, as it does in most
other sectors of the business world, from a basic interest on the part of each packer in

net returns or profits and in growth or longevity of the firm. Net returns of a packer are
determined, as in all businesses, by the difference between unit prices received and unit

costs incurred and by the total volume handled. But, generally speaking, the prices re-

ceived by a packer at a particular point in time for meat of a particular species, weight,

and grade will be about the same as would be received by any other packer. Unit costs,

however, are more variable among packers and are affected primarily by costs and
dressing percentages or yields of live animals, and volume handled. Thus, volume
vitally affects unit costs of packers as well as their total gross incomes.

An exceptionally high percentage of the slaughter plant costs of a packer are labor

costs which ordinarily are considered "variable. " But in this modern age of organized
labor, the packer must provide workers with certain guarantees in order to retain a work
force. The practical result of these guarantees is to place labor costs over short periods
of time in the category of fixed costs which must be incurred regardless of whether or

Including fresh pork sold to Bay Area processors, the per capita consumption of pork in the Bay Area was about 43

pounds. However, Bay Area branch houses and processors imported from out-of-State large quantities of sausage and other pork

products for which estimates were not obtained. Consequently, in this study it was not possible to develop data on total pork

consumption per person for the Bay Area.
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not the plant operates. Consequently, volume is a critical factor in controlling costs per
unit of output, and, thus, of enhancing profit. Northern California packers, like most
other packers, appeared highly volume -conscious. In many instances they seemed to be
more preoccupied with volume than with prices received.

The preoccupation of packers with volume and the intensity of competition among
them in procurement vary, of course, with variations in the relative supply of live

slaughter animals. For instance, when fed cattle become scarce in California, some
packers shift more heavily to the purchase of feeder animals, which they either feed out
in their own lots or place in commercial lots for feeding. In a recent study of western
cattle finishing operations, it was reported that about 47 percent of the cattle in Cali-
fornia feedlots during the 1951-52 feeding season were owned by packers^ 6 (table 40).

Table 4-0.—Percentage distribution of ownership of cattle in feedlots, California,
1951 and 1952 1

Owner
Year beginning September 1

Packers

Farmers and ranchers
Sugar beet companies
Speculative feeders.

Total

1 Scott, Frank S., Jr., Marketing Aspects of Western Cattle Finishing Operations ,

Western Regional Bull. No. 190. From table XIII, p. 48.

The year ending August 31, 1952, was a period of relatively high or rising cattle
;es.

rapidly,

prices.
3The year ending August 31, 1953, was a period during which cattle prices began dropping

This was a period of relatively high cattle prices, indicating a relative scarcity of

slaughter cattle. During the following year, when cattle prices were dropping and
slaughter cattle were moving to market in larger numbers, the proportion of cattle in

California feedlots owned by packers dropped to 32 percent (table 41). 47 in 1955, packer
owned cattle in feedlots probably accounted for an even smaller part of the total. About
14 percent of the cattle slaughtered in 1955 by Northern California packers, according
to the data collected in this study, had been fed out in feedlots owned by packers. For
the category "beef heifers and steers," however, this percentage was higher, about 21

percent, and over 40 percent of the beef heifers and steers slaughtered by the Bay Area
packers had been fed out in feedlots owned by these packers.

It appears that in the purchase of fed beef cattle the larger volume packers, the
federally inspected packers for the most part, often attempt to avoid direct competition
with the bulk of the packers by buying in the feeder market rather than the fat cattle

market. The emergence of these cattle from feedlots usually is timed to assist the
packer in maintaining a constant supply of adequate volume. The relative shortage of fed
cattle in California tended to minimize, until recently, the price risks normally asso-
ciated with cattle feeding operations.

^ 6 Scott, Franks., Marketing Aspects of Western Cattle Finishing Operations, Western Regional Bull. No. 190, Nev. Agr.

Exp. Sta., 1955, p. 48.
4-7

Packers in 7 western States, California, Colorado, Arizona, New Mexico, Nevada, Wyoming and Montana, owned 28

percent of the cattle in feedlots in these States during 1951-52 and 20 percent during 1952-53. For other areas of the United
States, these percentages probably were much smaller.
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Table 41. --Percentage distributuon of packers' purchases of slaughter livestock by type
of buyer and transfer from own feedlot, Northern California, 1955

Packer buyers
Through
order

buyers

Transfer
Species or type

Direct
From
dealers

from own
feedlot

Cattle:
Beef heifers and steers

Percent

70.6
83.0

Percent

2.9
9.2

Percent

5.3
7.4

Percent

21.2
Other cattle .4

Total 74.7 5.0 6.0 14.3

Calves 68.7
82.0
50.2

25.8
2.2
8.2

5.3

13.7
41.6

.2

Lambs 2.1
Hogs n

Less than 0.05 percent.

Most of the remaining slaughter livestock in California, as elsewhere in the United
States, is purchased in open competition with others by the packer or his salaried buyer.
In some situations, however, the packer finds it convenient to buy through order buyers.
Services of order buyers are frequently used when buying on description at distant
markets. They are independent buyers who buy "on order" of the packer. The orders
usually call for animals of particular grades and weights.

Excluding all cattle and lambs from packers' own feedlots, purchases through order
buyers accounted for 7 percent of the cattle, 5 percent of the calves, 14 percent of the
lambs, and 4Z percent of the hogs slaughtered in Northern California in 1955. The re-
mainder in each case was purchased by packer buyers, either from dealers or directly
from producers, feedlot operators, or other owners of livestock.

Relatively high percentages of "other cattle," calves, and hogs were acquired from
dealers. Dealers operate principally in the country and perform worthwhile services in

finding market outlets for dairy cattle, cows, and animals of the lower grades. For cat-
tle and hogs, dealers were utilized mainly by the nonfederally inspected packers outside
the Bay Area. Several of the Bay Area packers employ a number of livestock buyers who
travel extensively in the West.

Calves and veal ordinarily account for a relatively small proportion of the sales of

country dealers. Nevertheless, Northern California packers bought a higher percentage
of calves from dealers than of any other class of livestock. For the most part these were
the larger, more mature calves from the range and pasture areas, and were handled by
federally inspected packers. The State -inspected packers tend to concentrate more on
the veal and younger calves of the dairy breeds. The processes of assembly and market-
ing of all types of livestock from widely scattered farms and ranches require services
which country dealers apparently are in position to provide.

The dominance of a few large federally inspected packers in the slaughter of lambs
largely explains the relative unimportance of lamb purchases by packers through country
dealers. Spring lamb production in California is fairly well concentrated, and, in addi-
tion, the principal slaughterers of lambs employ large numbers of salaried livestock
buyers. The procurement activities of these buyers are often substituted for those of in-

dependent country dealers. In seasons when locally produced supplies of lamb are short,

however, the services of country dealers or of order buyers are utilized by both State

-

inspected and federally inspected packers. These buyers operate at terminal markets,
auctions, and country markets throughout the West.
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Cash purchases of livestock dominate among California packers, as among packers
in other areas, but other types of purchase arrangements are common. These other
purchase arrangements vary considerably, but five distinct types are distinguishable
(table 42). A packer may contract with a feeder or other owner of livestock on feed after
negotiation on terms of the contract. Such contracts may call for delivery of a specified
number of cattle or other livestock of a particular grade on specified days with the price
open, at a particular price with the date of delivery open, or at specified weights with
either or both price and delivery date open. For purposes of this study, only those con-
tracts which involved delivery at 30 or more days in the future were included under the
term "contract arrangement. " Packers use the contract arrangement of purchase for
cattle more frequently when prices are high and supplies of cattle are scarce than at

other times. During these periods, contracts tend to insure a regular supply of live

animals and serve as an aid in planning slaughtering operations of the plants. In 1955,
Northern California packers purchased about 9 percent of their beef heifers and steers
under contract. Only 3 percent of the other cattle were bought on contract terms, but a
considerable number of vealers were sold on this basis. The contract is used to effectu-
ate continuing arrangements between packers and the larger dairy operators. Relatively
few slaughter lambs within the State in 1955 were bought on a contractual basis involving
30 days or more. The contract is widely used in California, however, for purchase of

feeder lambs.

When supplies of slaughter cattle become plentiful, Western packers frequently take
cattle on consignment terms. Under these terms, packers take livestock from producers
or other owners of livestock, but title remains with the consignor. The packer agrees to

slaughter the animal and sell the dressed carcass for the highest price obtainable. He
may agree to perform these services either for a flat fee or a percentage of the pro-
ceeds. In any case, offal credits are usually accounted as either all or part of such a fee

or percentage. Many packers voiced dissatisfaction with the consignment arrangement
but stated that, at times, it was forced upon them. Packers felt that it often led to

suspicion and ill will. They stated that producers have felt, sometimes, that some
packers made little real effort to obtain highest prices for consigned beef, particularly
when the packer's cooler contained carcasses which he owned outright.

Table 42. --Percentage distribution of packers' purchases of slaughter livestock by type

of purchase arrangement, Northern California, 1955

Species or type
Spot

purchase
Contract1 Consignment

or custom 2
Grade and
yield

Cattle:
Beef heifers and steers
Other cattle

All cattle

Calves and vealers
Lambs
Hogs

Perce nt

80.1
80.9

80.4

65.3
95.4
94.6

Percent

8.5
3.2

/. b

3.5

Percent

10.0
15.9

11.9

4 27.0
1.1
5.4

Percent

1.4

(
3

)

(
3

)

.9

1 Defined to include only those contracts which involved, for delivery, 30 days or more
in the future.

2 Consignment and custom slaughtering arrangements are actually quite different, but
for purposes of supplying data it was difficult for some packers to separate the two.

Less than 0.05 percent.
4 It was estimated that this breaks down to 3.7 percent custom slaughter and 23.3 per-

cent consigned slaughter.
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The custom packing arrangement is frequently used by producers, small retail
markets, and locker plant operators. However, the interviews obtained in this study re-
vealed that it is sometimes used on a continuing basis by large retailers and by jobbers.
Some packers are known as "custom killers," since their entire packing operation is

geared to slaughter on a custom basis. In the custom arrangement, title to the livestock
and meat remains with the person who hired the slaughtering done. The owner simply
pays a fee to have the cattle or other livestock slaughtered and dressed. The fee charged
to producers in 1955 usually was the offal and $5 a head. Retailers and jobbers, however,
are normally charged only the offal credits.

It was not possible in the study to consider the consignment and custom beef
slaughtering arrangements separately. However, it appears that considerable numbers
of cattle, particularly lower grade cattle, were handled by packers in 1955 on a con-
signment basis, and more than one-fourth of the veal and calves slaughtered were han-
dled on this basis. Of "other cattle," most of the 15. 9 percent indicated in table 42 were
acquired on consignment. Nearly all of the 10 percent shown for beef heifers and steers,
however, were custom killed. The consigned calves were, for the most part, those
which moved to federally inspected packers outside the Bay Area through country dealers
and from the range and pasture areas. Country dealers, it appears, use the consignment
arrangement more frequently than producers or other types of sellers. Although little

veal is custom slaughtered, one or two packers, it was found, had continuing custom
slaughtering arrangements with independent jobbers or calf handlers.

Nearly all slaughter lambs and hogs were purchased by packers on a cash basis. A
few lambs were bought on contract, and, of course, locker plants, some producers, and
a few consumers arrange for some custom slaughtering. The custom slaughter of hogs
in country areas for producers and locker plants accounted for nearly 5-1/2 percent of

the total hog slaughter in Northern California.

Some cattle and a few calves in Northern California were sold to packers on a grade
and weight basis. By this system the producer markets carcasses rather than live ani-

mals, since he retains ownership until the carcass weight and grade of the animal have
been established. This tends to reduce the risks which packers take in estimating live-

to-carcass yields when buying on a live basis and provides opportunity for pricing more
in line with the real worth of an animal for meat than the usual live -weight methods of

buying. Thus far, however, in Northern California the method is used principally in sale

of livestock where considerable question exists concerning the probable live-to-carcass
yield.

Sales competition of packers

At one time, before 1900, the competitive position of meat packers was much differ-

ent than at present. At that time, packing plants tended to be clustered within or near
major consuming centers, and within any given market territory, packers were faced
primarily by a large number of relatively small independent meat markets and retail

stores. These markets and stores were highly dependent upon the local packers for their

supplies of meat, and few if any of them were in a position to exercise any significant

bargaining power with packers.

Since that time, rapid developments in transportation and refrigeration, among other

things, have encouraged growth in the numbers and volumes of packers located far from
consuming centers and brought them into competition with packers within or near metro-
politan areas. In addition, and perhaps more important, the food store chain movement
has developed to major proportions in some areas of the Nation. These food chains, in

contrast to small corner meat markets, are large -volume customers of packers and are

by no means dependent upon any particular classification of packers. For instance, pro-
curement agencies of retail food chains located in the Bay Area or Los Angeles are in a

position to buy from packers anywhere in California, in Idaho, Utah, Colorado, or Other
Western States, and have the meat delivered by refrigerated truck within a day or two.
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Midwestern ar.d other distant packers are within the procurement range of some
California food chains. The development of Federal grade standards seems to have im-
proved the position of the retail food chains in this regard. Until development of these
standards, fresh meat never was sold extensively on a grade basis. Detailed and awk-
ward descriptions subject to many misinterpretations were about all that existed. Now,
however, a buyer for a retail food chain can place an order for U. S. Choice grade beef
with a distant packer, specifying additional requirements of his organization, such as
weight range and maximum external fat thickness, with a high degree of assurance and
confidence that he will receive the grade and quality of meat desired. The essential point
is that these and other developments have materially changed the competitive structures
of the meat-packing and wholesaling industries.

In the 1920's, as many as 20 packing plants operated either at South San Francisco
or in the "Butchertown" area of San Francisco. Thereafter, there occurred a gradual
reduction in number and an increase in the average size of the plants in that territory,

to the point that in 1955 there were seven. At the same time, technological developments,
increased wartime demand for meat, and the growth of retail food chains helped to in-

crease the number and importance of packers to periphery sections of the Bay Area and
in the interior regions of the State. Several became important factors in meat distribu-
tion, particularly of beef and veal, in the Oakland-San Francisco metropolitan area. This
tended to reduce advantages of location formerly enjoyed by packers at San Francisco
and South San Francisco. Rent and overhead expenses of many of the interior plants were
lower. In addition, the interior plants were located nearer the sources of local supply
and often found it possible to employ some types of labor at lower wage rates than those
which prevailed in the Bay Area. Some of the interior plants employed family labor
to a large extent.

The large, diversified, multiope ration packing plants in the Bay Area appear to have
been particularly affected by these developments. Not only were they subject to increased
competition of the interior packers and the increased flexibility of retail food chains in

purchasing meat, but also they were faced on all sides by growing numbers of special-
ized plants. The large plants, national packers in particular, typically slaughter all

species of livestock. They smoke or otherwise cure pork and operate bacon-slicing de-
partments, sausage departments, and meat processing facilities. In addition, most of

them carry on boning operations. But in the San Francisco Bay Area specialists have in-

vaded each of these fields. Most of the independent packing plants now restrict their

operations to fresh meat and concentrate on a particular species. Consequently, special-

ized beef slaughterers and calf killers have developed, and two or three large independ-
ents specialize in lamb. Specialized hotel supply houses handle most of the meat business
of the purveyors. Large-volume local processors now compete actively with packers in

sale of sausage and variety meats, while the bulk of the boned meat is now produced by
a few large-volume boners. These boners buy carcasses principally from independent
plants which specialize in the slaughter of cows and bulls. The Bay Area branch houses,
for the most part, have become sales outlets for cured pork for parent plants located in

the Midwest.^ 8 At present, small independent frozen meat handlers are growing rapidly
in number and size and threaten to provide packers with stiff competition for business in

the developing field of frozen meat.

Despite the multiplicity of factors contributing to the increased degree of competi-
tion faced by Bay Area packers, some evidence is available which suggests that competi-
tion among Bay Area packers is of a lower order of intensity than among packers located

in many other metropolitan areas. According to data available, gross slaughter margins
on choice grade cattle averaged higher for Bay Area packers in 1953, 1954, and 1955
than for packers in Los Angeles, Portland, and Chicago. In addition, a recent publication

shows that gross slaughter margins on hogs were higher in the San Francisco area than

48 These circumstances may partially explain why one of the national packers closed its South San Francisco plant early

in 1956 and why a few months later one of the highest volume independent firms in Northern California went out of business. This

firm operated two packing plants in "Butchertown** area of San Francisco and owned a hotel supply company.
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in the Los Angeles or Chicago areas during most of the period 1948-54.

^

9 A gross
slaughter margin is the difference between the converted dressed weight prices of live
animals of a particular weight and grade and the wholesale carcass prices of these ani-
mals.

Reasons for the higher slaughter margins in San Francisco are not definitely known.
Possible contributing factors are (1) the relatively small number of packers in the Bay
Area, (2) the high degree of specialization by species among packers of Northern Cali-
fornia, (3) the small number of retail food chain stores in the Bay Area compared with
most other large metropolitan centers together with the relatively large number of meat
markets and small independent stores in the Area. In addition, the data on slaughter
margins may have been affected by use of unrepresentative live animal prices. Few high-
quality slaughter animals are sold at the San Francisco terminal livestock market where
the live animal prices reported by Market News are secured.

C ompetition among wholesale meat distributors

The branch houses of the Bay Area appear to compete more with specialized packers
and with processors than with independent meat wholesalers. Direct and vigorous compe-
tition with independent packers, however, has been held to a minimum by concentrating
to a larger extent on the sale of cured pork. As indicated earlier, the Bay Area branch
houses are not principal factors in the distribution of fresh meat. 50 The principal reason
for this is that the branch houses probably are in a superior competitive position with
respect to pork and pork products. They operate on a relatively large-volume basis and
often make deliveries by rail car directly from company-owned packing plants in the Mid-
west. This gives them some advantage in selling to independent retailers who require
regular and fairly large volume deliveries of pork. It isolates them to some extent from
local packers and from local jobbers. In some instances, the competitive advantage of

branch houses in the sale of pork and pork products probably improves their competitive
position in the sale of other meats. It is doubtful, however, that many of the Bay Area
branch houses desire to increase their sales volumes of fresh beef, veal, and lamb so
long as their plants and facilities can be utilized to capacity in the preparation, handling,
and sale of pork, particularly cured pork and processed pork products. Several branch
house managers stated that other meats were handled mainly for the "convenience" of

customers. Nevertheless, competition among branch houses of the Bay Area is vigorous.
Numbers of national packers represented by branch houses in that area more than doubled
after World War II, and several of the smaller firms grew rapidly in size and volume.

Independent meat wholesalers vary considerably in size as well as function. Some
handle only a few hundred thousand pounds of meat annually and operate strictly with
family labor. Others handle more than 10 million pounds annually and are integrated both
horizontally and vertically. A few of these larger firms distribute a relatively large per-
centage of the meat handled by all independent wholesalers. Consequently, even among
independent wholesalers, some firms have numerous competitive advantages over others.

In addition, the smaller wholesalers and those handling the lower quality meats appear
often to be the ones which lead off in initiating price changes. As marginal firms or firms
handling marginal types or quantities of meat, they seem to play a vital role in setting the

level of prices and in establishing the intensity of price competition for the market.

The competitive position of jobbers and other independent meat wholesalers, never-
theless, was not clearly revealed by this study. Some tendency was evident, however,
toward some reduction in number of small-volume jobbers selling all classes of meat to

a variety of customer types, an increase in the number and diversity of specialized firms,
and an increase in the average size and volume of jobbers. A description of the principal

types of independent meat wholesalers was presented earlier. Many of these types did not

^9
Hassler, James B. , Transportation Rates and Other Pricing Factors Affecting the California Swine Industry , Bull. 754,

Calif. Agr. Exper. Sta. , June 1956.

50 This is generally true in West Coast areas of the Nation. In Midwestern and Eastern centers, fresh meats usually repre-

sent the major part of sales by branch houses.
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exist until a few years ago. The early prototype was the hotel supply house which came
into existence because of the particular and peculiar product and service requirements
of hotels, restaurants, and other dining establishments. Meat is the principal item on
restaurant menus, and, consequently, these outlets usually have exacting standards con-
cerning types, qualities, and cuts of meat served. In addition, they require frequent de-
liveries. To meet these demands for services, specialized distributors, the hotel supply
houses, developed. As with branch houses, however, the principal competitors of hotel
supply houses are other hotel supply houses.

Boners, calf handlers, and other specialists developed as a result of continued in-

creases in the demand for services by retailers, independent processors, or other out-
lets which the packers were unable or unwilling to provide. And as specialized types of

distributors have developed, various fairly well defined and more or less insulated areas
of competition have come into being. Thus, the packer branch houses, the hotel supply
houses, the boners, the calf handlers, and frozen meat handlers of the Bay Area all sell

more or less exclusively, either a particular type of product or to a particular type of

customer. Among similar types of firms, however, competition is vigorous. Further-
more, the development of specialists in the meat business had tended to increase the

degree of precision with which requirements of processors, retailers, and consumers
are met.

Credit and delivery services as competitive factors

About 82 percent of the independent meat wholesalers in the United States and more
than 90 percent of the branch houses of the Nation, according to the 1948 Census of Busi-
ness, provided credit for customers in 1948. Nearly all of the California meat whole-
salers and branch houses extended credit as a general policy. Of the Bay Area meat
sales of packers, independent meat wholesalers, and branch houses in 1955, 95 percent,
93 percent, and 95 percent, respectively, were credit sales.

In the 1955 survey, however, packers, independent meat wholesalers, and branch
house managers reported almost universally, that credit was not a strong competitive
factor in the trade. By tacit consent throughout the industry, credit ordinarily is extended
for periods not exceeding 1 week or, at most, 10 days. Only government agencies, some
hotels, and most public institutions are granted 30-day credit. Furthermore, most
packers and distributors preferred, under such conditions, to sell on credit. It was
claimed that credit selling saves time of busy salesmen and eliminates risks associated
with collections by truck deliverymen. Nevertheless, it was reported that in some cases
an initial advance of 30-day credit was offered as a business inducement. In this situa-
tion, the customer was required to pay weekly after the end of the 30-day period, but in

some instances the customer was not required to pay the 30-day advance so long as he
regularly purchased meat from the firm extending the credit.

In the wholesale meat trade, sellers are expected to deliver meat free of charge to

buyers. Consequently, very little meat is picked up at the wholesale establishment by the

buyer with his own truck. This occurs for the most part in purchases by nearby restau-
rants or meat rrfarkets or when inventories of these customers have become unexpectedly
depleted. Some sales are made at all levels, of course, to independent truck jobbers who
load their route trucks at the docks of wholesale meat firms.

Commercial truck carriers sometimes are employed for deliveries to distant points.

A few Bay Area jobbers regularly ship meat in this manner to retail merchants in areas
as far north as southern Oregon. Resort areas, such as the Lake Tahoe region, also are
often supplied from the Bay Area by commercial truck carriers.

Neither credit nor delivery, however, provide the basis for intense competition
among packers and wholesale meat distributors in the Bay Area. These services are ex-
tended almost universally by the firms in the trade. Consequently, their credit and de-
livery services have become business necessities, rather than competitive "extras. "

Other services, such as cutting, trimming, and packaging of meat, were utilized by some
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firms as competitive devices. For the most part, however, competition among packers
and wholesale meat distributors consisted of price competition in one form or another.
In view of the availability of U. S. graded beef, veal, and lamb, quality competition for
these meats seemed insignificant. Quality or brand competition among branch houses
for cured pork sales, however, was of a much higher order of importance.

Possible future changes in channels and competition

Future changes in the competitive structure of the Bay Area market depend, for the
most part, upon prospective changes in distribution channels and upon future changes in

ownership patterns of firms in the market. The progress of change in ownership pat-
terns, involving horizontal or vertical integration, mergers, and breakup of established
firms into several different companies, probably is unpredictable. Future changes in

distribution channels for meat in the Bay Area, however, depend upon a large number of

determinants, including: (l) The extent to which slaughter of livestock in Northern Cali-
fornia shifts to or away from the Bay Area, (2) technological developments in livestock
feeding, livestock slaughter, meat processing, and distribution, (3) the nature of

changes or shifts in retailer and consumer demand among types, qualities, and species
of meat, (4) the type and nature of changes in the demand for services, particularly at

the retail level, (5) the degree to which small independent meat markets and grocery
stores are replaced by superettes and supermarkets, and (6) the extent to which retail
food chains grow in number and volume in the Area.

Some of the prospective developments point to a decrease in the volume of direct
packer-to-retailer sales. Others, however, point to an increase. The effects on distri-
bution channels of increases in demand of independent retailers for services such as
processing, boning, aging and precutting are uncertain. In the past, however, when such
increased demands for services developed in the Bay Area, specialized jobbers or other
distributors usually have come into being to perform them.

A relative increase in the flow of meat, beef particularly, from interior Northern
California packers and a relative decrease in the importance of slaughter in the Bay
Area, a trend which seems to be under way, probably would tend to increase the volume
of meat handled by independent meat distributors. If so, it would improve the competitive
position of the distributors and of the packers remaining in the Bay Area.

Present and prospective cost advantages in specialization also argue for future in-

creases in the importance of independent meat distributors in the Bay Area. The present
organization of the Bay Area market for veal is a prime example of specialization among
packers as well as wholesale meat distributors, and may characterize the general direc-
tion of future changes in the distribution of other meats.

Veal, as pointed out earlier, is slaughtered in California principally by specialized
slaughterers located in or near producing areas. From an economic viewpoint, a live-

stock slaughtering industry oriented to areas of production, rather than to centers of

consumption, appears desirable for a number of reasons. First, the shrink of live ani-

mals resulting from transportation is reduced. Second, the economy is saved the expense
of transporting items such as feet, hides and hair, blood, heads, inedible offal, and ex-
cess lard long distances to slaughterers who, for the most part, have no particular uses
for these products and often find themselves faced with problems concerning waste dis-

posal and sale of byproducts. Third, the high cost of maintaining private stockyard facili-

ties on high-rent, metropolitan-area land is reduced.

Most Northern California veal slaughterers do not attempt to build up a clientele of

Bay Area meat markets and grocery stores. Instead, they sell in large wholesale lots to

specialized wholesale distributors of veal. Recent developments in connection with the

distribution of boning beef have proceeded toward a similar final result- -slaughterers of

Canner and Cutter cows have emerged in country areas and they specialize in the sale of

truckload lots to boners. This procedure also seems to have several economic advan-
tages, particularly for relatively small-volume firms. Itpermitsthe individual slaughterer
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to devote his managerial and financial resources strictly to the one business of

procuring and slaughtering livestock. At the same time, the distributor, if relieved of

managerial diversions concerning the procurement and slaughter of livestock, is free to

select from a large number of firms carcasses which are most satisfactory to his par-
ticular customers. In addition, he can devote his talents more exclusively to selling and
merchandising.

Shifts in consumer preferences in favor of veal or pork also would tend to increase
the flow of meat through intermediate distributors. However, continued increases in the
relative demand for beef, of which a relatively large percentage is marketed directly,
are more likely. This would tend to have the opposite effect on intermediate distributors.

Relative increases in direct packer-to-retailer sales also definitely would result
from continued growth in the retail food chain movement. A continuation of the shift

toward fewer and larger volume independent meat retailers would have the same effect.

These factors alone could dictate the future pattern of change in distribution channels for
meat in the Bay Area as they have in some other areas of the nation. Both the retail food
chains and the larger independent retailers tend to buy directly from packers.

Future technological changes in slaughtering livestock or in processing and handling
meat also could result in a greater volume of packer-to-retailer sales by increasing the

size and scope of independent packers' operations. A relative increase in livestock
slaughter in Northern California by the national packers would have the same effect.

Little change probably will occur in volumes handled by packer branch houses of the

Bay Area so long as they remain the primary handlers and distributors of pork in the

Area. Changes in freight rates from the Corn Belt more favorable than at present to in-

shipment of live slaughter hogs could, of course, increase to some extent the competitive
position of local independent packers in the sale of pork.

A shift to distribution of a major portion of the meat consumed in the Bay Area in

the form of frozen or irradiated, precut and prepackaged cuts might result in a complete
reorganization of the wholesale market. However, it is still too early to determine the

probable extent to which consumers will shift their purchases to frozen, prepackaged
cuts when they are made available in volume. In addition, it is uncertain whether these
will be produced and distributed primarily by packers, branch houses, or independent
frozen meat handlers.
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