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Pricing Systems and Agricultural Marketing Research

By George B, Rogers

Both {rwin (20)1 and Breimyer (4) have re-
cently labeled pricing a central and ma jor prob-
lem in agricultural marketing, Prices have a
fundamental role in both long-run and short-run
decision making at all levels in an industry, In
the long Tun, prices should optimize resource
allocation and consumer satisfaction, In the
short run, they shouid facilitate trading and the
orderly and timely movement of goods from
Producers to ultimate users,

Prices are generated by a pricing sSystem,
Within such g Bystem, the process of price
making is hardly passive but involves deliberate
effort, Moreover, the general type of pricing
System in operation, its Individual character.
isrics, and the conduct of active participants in
the system, all {nfluence its performance,

This article delineates a framework for ex-
amining pricing Systems. It suggests general
classification of Pricing systems, describes
some pertinent characteristics, and lists some
measures of performance in such systems, It
Summarizes the currant pricing systems for
selected agricultural commodities and suggests
some research problems which might command
the attention of agricultural economists,

Pricing systems have received less attention
than many other areas of agricultural market-
ing research, A better understanding of the
nature of pricing systems and their problems
might stimulate more Specific regearch on agri-
cultural pricing Bystems and facilitate orderly
improvements in bricing,

Classifying Pricing Systems

Various authors have discussed pricing prac-
tices, techniques, objectives, or policies, and
pointed out examples applicable in particular

! Underscored numbers in parentheses indicate {tems
in the Selected References, p, 10,

Industries, Such discussions do not Provide a
comprehensive framework for clagsifying pric-
Ing systems, bur they furnish details useful in
developing a classification.

Bain indicated that in most markets sellers
approach price-output problems by calculating
and announcing selling prices, and that the
alternative policy of determining output and
"letting price take care of itself' iz found
usually only in industries of relatively atomistic
structure, There, the individual seller faces a
well-publicized going market price for all in-
dustry output, which may result from Procedures
such as the operation of a highly organized
central market or the domination of the market
by a few large buyers who simply determine
and announce a fixed buying price, Examples
cited were mainly extractive industries like
those 1in agriculture, lumbering, and crude
Petroleum production (2, p. 269~270),

Clark divided price making into three main
types and a larger number of special types,
The three main types were (1) suppiy-and-
demand pricing, (2) the quoted price, and (3) the
negotiated price, Special forms and hybrids
included remainder and disposal sales, sales
of secondhand goods, auctions, buying on sealed
bids, negotiated departures from sellers’ quoted
Prices, and quoted or negotiated prices subject
to revision under specific contingencies, Supoly-
and-demand pricing was held to be most clearly
geen on organized exchanges, Under the quoted
price system, the geller offers a price at which
he expects to fill whatever orders come, The
twn main forms of negotiated prices wereillus.
trated by the real estate market and collective
bargaining by organized labor (6, p, 108.-110),

Macklin listed three gereral methods of price-
making in agriculture: (1} calcularion, (2) or-
ganized Speculation, and (3) hit-or-miss guess-
ing or chance juggling of market forces, With
sufficiently complete information on bhoth supply
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and demand conditions, an integrated marketing
concern could calculate relatively stable prices
that would both guarantee buyers against de-
clining or violently fluctuating prices and pro-
mote sales and competition, With many firms
involved in a complex marketing system, "or-
ganized speculation is preferable to prices
based on pure guessing,” But with uncertainty
existing, ''the judgments of many are safer and
less speculative than the judgments of only a
few'' (23, p, 325-331),

Nourse c¢lasgified pricing mechanisms into
three types: (1) "authoritarian,” (2) "'admin-
istered," and (3) “automatic,'' Examples of the
"authoritarian'" form included public utiliry
regulation, railroad rate control, the Guffey
coal acts, and both Federal and State milk con-
trols, (One could also include wartime price
controls,) "Administered" pricing included the
major part of modern industrial life, with its
large corporate producers, chainstores, trade
associations, collective bargaining unions, and
cooperative organizations, The "automatic' type
covered the simple, natural, flexible kind of
prices emerging spontaneously in free markets
patronized by individual, unorganized producers
and buyers (29, p. 9-21), Many agricultural
products have traditionally been classified under
the "automatic® type,

Nourse's classification is a broad and par-
ticularly useful one, Yet the term "automatic’
is somewhat misleading, since pricing is not
an effortless and unstrucrured process even
under approximations of pure or atomistic com-
petition,

Pricing at retail 18 basically administrative,
since retailing fits into menopolistic competi-
tion theory, Yet retail pricing is a somewhat
special case, particularly in chainstores han-
dling thousands of items, Preston indicated that
(1) retafl prices are often set according to es-
tablished markups over invoice costs, but
(2) these markups are not generally uniform
among preducts or items and are varied on in-
dividual items from time to time based on
merchandising decisions and in response to
local competitive pressures (30, p. 1, 40, 68),

Nelson and Preston subsequently labeled as
"variable-price merchandiging” the simultane-
ous and sequential manipulation of selected
prices upward and downward in order to draw
attention to the market offerings of the firm
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and to differentiate them from those of its
competitors, This practice is characteristic
of multiproduct firms and, in the study in ques=-
tion, particularly of large food chainstores,

The environment is clearly an "imperfect' one,
differing from both perfect competition in the
abstract and tightly knit oligopoly or monopoly
{281 Po 4'53 103)-

“Hawkins discessed various kinds of "market
pricing policies" he held to be special cages of
the general theory of monopolistic competition,
These were "odd prices,' “psychological pric-
ing," “customary prices," "pricing at the mar-
ket," "prestige pricing,” "'price lining," "resale
price maintenance,”" 'quantity discounts,' and
"geographic pricing" (18, p. 233-240), Onecould
add such terms as f,0.b, basing point pricing,
delivered prices for certain zones, or destina-
tlon prices less tramsportation and handling
charges, In the context of this article, few of
these are policies or goals, Many are methods,
customs, or simplifying techniques, Some could
be used under several competitive structures,

Table 1 clagsifies pricing systems with com-
petitive situations varying from monopoly to-
ward atomistic competitinn, The main types of
systems, some of the methods or aids to es-
tablishing prices, and some possible pricing
goals and policies are specified,

Characteristics of Pricing Systems

Pricing systems have definable character-
istics. Some characteristics are common to all
pricing systems, Other characteristics are
peculiar to particular industries,

The general type of pricing system which
prevalls is closely related to the competitive
structure of the industry (table 1), In this con-
nection the most relevant measure is the ex-
tent of concentration of firms, typically meas.
ured by the number and size of units,

Differentidted pricing is a feature affected
by both prevailling competitive s{ructure and
individual industry characteristics, A high de-
gree of price differentiacion is likely in com-
petitive structures from monopoly through
monopolistic competition, except posasibly in
some basic extractive and processing industries,
In general, the higher the degree of processing
or the more complex the manufacturing, the
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Table 1.--A general classification of pricing systems 1

Competitive
structure

{ from less
to more

competitive
in type)

Type of
pricing
system

Representative methods
or aids Iin establishing
prices

Some pricing goals
and policies?

Fublic Authori-
moncpoly tarian

Private Authori-
monopoly tarian

0ligopoly Administered

Monopoligtic
competition

Administered

Atomistic "Automatic,"
competition free, or
open market

Boards, comittees, public or
quasi-public agencies {an-
nouriced and/or approved lists),
Governmental agreements,
negotiation,

Committees, individuals [an-
nnunced or private lists, or
individually gquoted),

Committees, individuals, trade
assocliations, agreements among
participants, price leadership
{ announeced or private lists,
or individually quoted).

Committee, price maker or
merchandising manager, trade
organization, manufacturer’s
suggested prices, negntiation.

Terminal markets, country
polnt buying, exchanges, base
quotations, auctions, commit-

Rate of return on investment.
Discriminatory {classified).
Forelgn trade policies. Govern-
ment price support.

Profit maximization, Target
rate of return., Perpetuation,
Discriminatory {differentia-
tion}.

Status quo, or change market
shares. Predatory price-cutting.
Profit maximization. Target rate
of return, Sales maximizatlon.
Discriminatory {differentia-
tion).

Customary markups. Variable
priece mérchandising, Meet local
competition,

Malte the best deal you can or
talkte the going market value as
established by somsone else.

tees, contraets, buyer an-
nourcements, negotiation.

lApplies only where facilitating exchange of goods is intended objective. Futures

markets are thus excluded, although trading results ean contribute to cash market
price determination,

These represent possible courses of conduct open to firms or groups of firms,

greater the likelihood of widespread differenti-
ation of prices along product lines, In the public
monopely grouping and to some extent in the
private monopoly grouping, price differentiation
by type of buyer may be more likely. Where the
degree of pure or atomistic competition 1s high,
price differentiation iz not likely to be too sig-
nificant, In the context of this discussion, gen-
erally used or recognized grades and stapdarde
do not constitute meaningful differentiation in
terms of pricing systems,

Pricing systems encompass both the deter-
mination of basic price levels and translation

activities which depart from basic levels through
the application of premiums, discounts, and
other adjustments, But it is characteristic in
each industry that one level of trading is of key
importance in the determination of basic price
levels,

Price followers, as well as basic price
makers, may use basic values for a few grades,
sizes, geographic locations, trading levels, and
quantities and terms of sale to determine prices
for other grades, sizes, geographic locations,
trading levels, and quantities and terms of saie,
Usually such prices are determined by applying
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premiums or discounts renegotiated or redeter-
mined only infrequently and/or on the basis of
longer run changes in costs, rates, and techa
niques,

The basic price level tends to be establigshed
at a level of manufacturing, processing, or dis-
tribution where the product has reached a form
essentially like that in which it will reach the
ultimate consumer or user, Some examples
might be the manufacturing of automobiles,
furniture, clothing, steel products, or appli-
ances, the canning or freezing of foods, or the
processing of brollers froem lve to ready-to-
cook form,

For many other agricultural products, the
key trading level may be the level of sale to
wholesalers, processors, or retail buyers,
Producer prices are often determined by dis~
counting from such levels, Many retajl prices
may be determined by markups over cost, in-
cluding "fair trade prices" or "manufacturer's
suggested retail prices,’ On the other hand, re-
tail prices and margins often reflect local
competitive conditions and variable pricing
policies, including the use of food items as ad-
vertised or unadvertised specials,

Typically, only afew participate inthe process
of determining basic price levels, irrespective
of the prevailing competitive structure.

It is easy to visualize this characteristic in
industries where concentration ratios are high,
In industrial and service sectors, price making
readily becomes a specialized function, because
specialization follows with scale or because
there is often a vast number of items to be
priced, In other instances, the basic price
making role also is delegated, bur largely for
other reasons,

Even where competition is relatively atom-
istic, many potential participants tend to be
effectively excluded because they do not possess
enocugh market information or expertise 1o par-
ticipate, because being price followers enables
them to concentrate on operational, assembling,
and distributive functions, or even because they
cannot readily gain entrance to key institutions,
Direct participation in the process of determin-
ing basic price levels may thus be limited to a
small fraction of those actually buying and sell~
ing, The optimum number Hes somewhere be-
tween Taussig's emphasis on the desirabiiity

of achieving an equilibrium rapidly hy confining
dealings over price to persons who are shrewd
and well~-informed (34, p, 149), and Macklin's
claim that the judgments of many are gafer and
less speculative than the judgments of only a
few (23, p. 331),

Both imperfect market knowledge and the
costs of performing pricing services lead to-
ward few participants in establishing basic price
levels,

The degree of knowledge about factors and
forces relating to price determination is vari.
able from industry to industry, but it j& fre-
quently not great in total nor very evenly dis-
tributed among participating firms or their
members, Attempts to improve knowledge in-
clude the market intelligence systems of pri-
vate firms, and private and public statistical,
research, and market news gervices., But these
may still leave room for the exercise of much
subjective judgment,

Even in industries which are highly concen-
trated, where entry is severely limited and
products highly differentiated, the promulgator
of announced prices may have to do considerable
guessing about the relative demands for his
competitors, His predetermined output can still,
in practice, be too large or wo small, This
leads to attempts to control market condirions,
Galbraith emphasized that industrial planting
requires more control over prices since modern
technology reduces the reliability of the market,
Thus, to minimize the risk of loss and damage
to the technostructure, and to maximize firm
growth, both producticon planning and manage.
ment of demand to assure a market are Practiced
(135, p. 189-219),

“Uncertainties about demand are likely to be
greater in those industries which are less con-
Centrated, where entry is relatively unlimited,
and products are generally undifferentiated, In
addition, there arz more uncertainties about the
forthcoming supply, since output ig not con-
trolled by a few, but results from largely inde-
pendent decisions by many, Various measures
are often used to seek some degree of stability
in prices or volumes, In agriculture, approaches
used Include Government support price and
purchase programs, cooperatve development,
marketing orders and agreements, and volun.
tary regulation of volume, Support is also likely
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for policies directed toward full employment and
high-level overall economic activity, and for
publicly aponsored market news programs,

Price determination is a service to an in-
dustry and involves costs, Irwin, in calling
wholesale pricing a service performed by col-
lective action of handlers who evaluate available
information using statistical analysis, intuition,
and training, indicates that cost appears as part
of the gross profits of handlers (20), There are
other private and public costs which might also
be enumerated, Shepherd described the evolution
of the price-making process in agriculture as
one of both reducing the time and energy spent
or wasted in price determination and of in-
creasing the accuracy of the prices (32, p. 53-
33), Thus, minimization of the industry and
public resources required may support delega-
tion of basic price level determination into few
hands,

Many pricing systems for raw or agricultural
products are effective only within certain limits,
Such systems may cease to apply when the
product is processed into a substantially dif-
ferent form or when the original product is
combined with other ingredients, For example,
many animal products or crops lose their
original identity before they reach the ultimate
user and prices determined on the raw or farm
form have lttle or no significant effect on final
product prices, The extent of linkage or inter-
relationships between pricing methods on the
raw or unprocessed form and the processed or
manufactured products varies fromone industry
to another,

Some pricing systems produce values which
are effective only in the current period, Others
produce values which apply in future time periods
of varying length, Where exchange trading,
terminal market pricing, or decentralized nego-
tiations are involved, the current periodisoften
only a day or so in length, Future values may
be intended for a week, month, crop year, or
manufacturing year, and tend to hold unless un-
anticipated events force a change. In general,
prices in less competitive industries tend to be
futuristic and those in more highly competitive
Industries current, But there are enough ex-
ceptions so that this feature tends to be an
Individual characteristic of pricing systems,
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Evaluating Performance of
Pricing Systems

Pricing systems can be evaluated at least
subjectively, Subjective evaluation cerrainly
leaves much room for argument, But, given the
current knowledge of structure, conduct, and
Performance, quantification is difficult and can
only be approached through detailed analysis,
Terms such as the following can be employed
in subjective evaluation: fair, equitable, just,
or reasonable; efficient or least cost; realistic,
workable, representative, or operable; sensitive
or flexible; and, stable or orderly, Many of
these points are interrelated and oftenin partial
conilict, Hence, a composite score for per-
formance may not include the highest values for
individual points, but rather represent a com-
promise among various criteria,

Today terms such as "fair" and "equitable"
are in common use, Pricing has long been sur-
rounded by such ethical connotations, whether
expressed as customs, moral standards, edicts,
or laws, "Just price' traces to early economic
thought, In today's economy, legislative au-
thority, executive persuasion, and regulatory
practice focus on preventing monopolistic and
oligopolistic abuses, price discrimination, in-
flationary increases, unfair practices, and mal-
distribution of income,

Even where conditions of atomistic competi-
tion are approached, pricing systeme are not
above criticism. For example, Galbraith's
theory of countervailing power (14)and the more
recent resurgence of interest in farmers' bar-
gaining power suggest that imperfections in
pricing exist from the standpoint of equity and
other similar terms,

The efficiency of pricing systems can be
viewed in several dimensions,

Hague has recently defined an efficient pric-
ing system in a classical sense, Factors in-
clude producing the right amounts of the right
goods, optimum cost levels, correct resource
allocation, rapid distribution, and guidance for
both the short and the long run (16, p, 3-15),

Stigier's discussion of the primary require-
ments for an efficlent market supgests a less
rigorous role for price. Full knowledge, by
itself sufficient for an efficient market, is not
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realisrically attainable in the absence of stand.
ardization of goods and localization of trans-
actiong, In bringing buyers and sellsrs together
to exchange goods and money, a rnarket is ef-
ficient if purchases can be made at the lowest
price offered by any supplier and sales can be
made at the highest price any huyer is paying
(33, p. 55-56),

Thus, under competitive concitioris (whichare
imperfect in varying degrees), efficiency may
be acceptable if the Pricing system produces
values within some reasonable range, Within this
range, various factors, suchas bargaining power
and knowledge, influence the exact level deter-
mined,

Efficiency may also be related to the cosrand
time dimensions of pricing, As Previously noted,
the determination of prices involves an economic
cost, and costs are hoth direct and indirect,
Thus, from the standpoint of technical efficiency,
it may appear desirable for a limited number of
participants to develop a high degree of expertise
and determine basic values which are then widely
used by others inthe Industry, But 8pecialization
of this function should not be carried to the ex-
tent that it widens the opportunities for individual
gain through price manipulation,

At a particular point in time, there may be
several pricing mechanisms which could be
workable for a particular commodity or indus-
try. Apricingsystem whichis carrently operable
or technically feasible neither implies nor re-
quires perfect knowledge on the partofall active
participants, Ifknowledge Is imperfect there may
net be a perfect set of short-run equilibrium
Prices, but there may be alternative sets of po8-
sible values which could "clear the market' in
linked time periods, The operative pricing sys-
tem may do the best it can with incomplete
knowledge and subjective judgment, limited par-
ticipation in price determination, and the time
available to arrive at some basis of trading in
order to get on with the jobof physically moving
the product to retailers, consumers, institutional
users, exporters, ete, The end result can be
prices which are usable, but improvable,

Another problem arises in regard tohow rep-
resentative a pricing system may be of industry
gtructure and practices,

Shepherd has suggested that pricing methods
In agriculture progress from bargaining on each
transaction to centralized markets, then to de-
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centralized markets, and finally to a price come-
mittee system (32, p, 53-55),

Some evidence exists that progression of
method does occur, even though czach industry
may not need to pass through each one of these
exact stages, Some evolution within methods
has also occurred, For example, negotiation
may evolve from barter on each transaction to
infrequent negotiation between a few partici-
pants repregenting large quantities. Progres-
sion in systems may also have occurred where
industries have moved from more toward less
competitive structures,

But even though pricing systems and methods
are modified with the passage of time, pricing
Bystems are resistant to very rapid change,
Members ofa particular Industry become trained
in and accustomed to a particular mode of oper=
ation, and key institutions become well-
established, When structural and competitive
changes occur very rapidly ina particular in-
dustry, it is quite likely that the pricing system
will change far leas rapidly. Thug, pricing sys-
tems need periodic reevaluation since relative
performance can decline significantly in a few
years, Hence, in a dynamic dimension, sub-
stantial cumulative changes in an industry cause
problems with a pricing system and reguire
drastic changes or even the development of an
entirely new approach,

To what extent do prices actually need to be
sensitive or flexible in order to reflect changes
in supply and demand? Are there possible bene-
fits which might accrue if prices were more
stable or pricing more “orderly"? Most dis-
cussions note that prices of some commodities
are more variable than those for other com.
modiries. The distinction has often been drawn
between pricea of agricultural and certainother
basic commodities and all other prices,

Masgon, discussing an upswing in prices inthe
1950's, indicated that grains, poultry and dairy
products, textile fabrics, lumber, and other
items produced in competitive markets led the
upswing, With more stability in industrial Prices,
the dynamic elements in the price 8yBtem were
mainly wages and the prices of goods produced
in the small enterprise secter of the economy
(25, p. 170-172},

In a general article on agriculture, Xnight, in
the volume edited by Adams, suggested com-
mercializatdon in farming may have produced
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accelerated price effects in the samedirections
as the general price levels, He also discussed
the volatile nature of agricultural prices in the
short run, Here, on "free markets,” prices
change frequently and in small increments,
sometimes within each day, Small changes in
supply and demand and ", . . a host of dynamic
facts and fancies daily assert their influence
without moderation, , ." {1, p. 10-14).

During the past two decades, positive Govern-
ment actlons of various kinds to help stabilize
the economy have been Increasing in number and
frequency, Heller suggested that developing
public policies resulted in the virtual disap-
pearance of the countercyclical syndrome oithe
1650's and that some progress had been made
by the mid-1960's in approaching the four ob-
jectives of full employment, high growth, price
stability, and balance-of-payments equilibrium
(1%, preface, p, 59-60, 116).

Over time, more long-run price stability has
been achieved for  some agricultural commod-
{ities, Likewise, various programs andtheuseof
particular pricing mechanisms have resulted in
more short-run price stability for some agri-
cultural commodities, But for others, short-run
price instability is still evident,

Taussig many years ago discounted the pre-
cision of short-run equilibrium prices and sug-
gested price variability might even impede
product flow, He said that even on a single day
there is no one price rigidly settled by the
equilibrium of supply and demand. With ®, , . the
wavering doings of human beings, , ." and un-
certainties about supply and the conditions of
consumption and deraand, differences of opinion
are likely and prices are not mathematical cer-
tainties, but statements of tendencies, Fluctua-
tions are likely, but withspeculation, knowledge,
and large-scale dealings, the seasonal price
will be more quickly and smoothly determined
and maintained between narrow limits, For the
ultimate consumer, the early and exact adjust-
ment of price brings more even utilzation of
the available supply (34, p. 148-149, 159-160),

We can have short-run price fluctuations
arising from several causes: (1} accurate re-
sponse to changes in supply and demand,
{2) overreactions due to incomplete knowledgs
or the nature of participation in price making,
and (3} Incompatibility of the pricing mechanisn
with the current nature of the industry, There-

fore In judging the need for price flexibility, we
should identify the causes of variations inprices
emanating from the present system, Autommat-
ically attaching precision to today's values in
clearing the market, as determined by today's
pricing system, will preclude any consideration
of other sets of values or alternative pricing
systems, It would alsc eliminate any benefits
from more stable prices such as more orderly
movement of the product, from improved equity
considerations, or from greater confidence in
the reliability of the pricing system,

Pricing Systems in Agriculture
and Research Problems

Pricing systems for agricultural products are
diverse. They range acroes the continuum from
free market to authoritarian types, Table 2
illustrates this diversity for several commod-
ities, as Indicated by selected publications (17,
24, 27, 31, 35). Just as pricing systems are
diverse, so, too, are the types and scopes of
problems which can merit research attention,

In agriculture, for example, the growth of
integration has had impacts on pricing, Farris
{10, p. 2) indicated that ", ,, an adverse side

effect of integration may be to impede pricing

efficiency by reducing the fraction of total
supply of a commodity which enters into mar-
ket price formation,"

Breimyer (4, p. 97-105) suggested vertical
integration tends to substitute internal admin-
istrative controls at some stages of production
and marketing for the price system, For ex-
ample, linking stages by integration may result
in ownership of farming rescurces by the mar-
keting firm or contract preduction, where pro-
ducer returns are determined by negotiation,
formula prices, or piece-rate payments, Healso
suggested some adverse effects from imperfect
central market pricing mechanisms because of
the decline in central wholesale markets, the
rise in direct selling, and the growing practice
of trading on someone else's price, First, as
actual negotiation becomes small, it cZnbecome
unrepresentative and invite maniptiation, Sec-
ond, when only amall quantities of uncommitted
supplies are traded, a given price level can
prevail too long, then overadjust when changes
take place, giving rise to erratic price move-
ments, Examples cited of the use of a published
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Table 2,--Summary

of pricing systems for selected agricultural products

Commodity

General type
of pricing
system

Bagle price
level
determination

Methods of determining
other prices

Free market,

Daily base price quotatiuna
in a few wholesale markets,
In New York & Chlecago sup-
ported by cash exchange trad-
ing,

Premiumg, discounts to other
trading levels, grades & sizes,
quantities, & geographlcal
locations. Some producer re-
turns under contracts not
related to short-run price
changes.

Brollersa

Free market.

Prices paid by large retallers
for ready-to-cook broilers,
selected citles, for future
deliveries.

Premiums, discounts to other
trading levels, quantities, &
geographical locations, Pericdic
specialing at retail, Moat pro-
ducer rebturns under contracts
related to performance stand-
ards.

Fluid milk

Authoritar-
ian to de-
fermine
ninimum
levels.

Formula or negotiation under
Federal-State orders, generally
a pooled price to producers
vased on claasified pricing

for various end uses.

Some negotiation on differen-
tials but many wholesale and
retail prices specified under
orders.

Butter

Free market
with Goverm-
ment price
supports
providing

a floor,

Quotations based on cash ex-
change trading af Chicago &

New York by primary receivers
& central market wholesalers.

Averaged differentials for loca-
tion & grade at country plants
& also to cover margins for
services in g8elling to whole-
salers & retailers.

Hatural
cheese

Free market
with Govern-
ment price
supports
providing

a f{loor.

Prices established on Wis-
congin Cheese Exchange in
Friday trading by plants &
processors the primary indi-
cator,

Agsembly point prices tend %o
follow the exchange, Processed
cheese prices begome adminis-
tered type.

Live meat
animals

Free market,

Decentrallzed nepgotiations
at auctlons, country plants,
or terminal market values.

Reflectlons to and from dressed
meat prices.

Dressed meatb

Free market.

Daily commercial quotation
at Chlecago,

Formula pricing to buyers,
quoted price ligts, or negotia-
tions, Variable price merchan-
dising at retail with periedic
specialing of cuts.

T b A ke it b Rl . Aol bl T P 3 L0 A b el ek A b oy e, A TN A s A 22

== Continued

b LRI s Pt 47T

TV

e e St




T i

2

Table 2.--Summary of pricing Systems fop selected agriculturai products--Continued

: General type
i Commodi ¢y

other prices

Bagic Price

of Pricing level Methods of determining
I system determingtion
-
o Further Procs Administered. Manufacturer’s list Prices, Retaiy mariups, Negotiateq or
i # e5s3ed poyl- with adJustnents for volunme, market price to slaughtering

s try Products delivery, branded V3, un-

. brangeq,

Plants rop Poultry,
Cotton Free market Series of central market
- with Govern- committees, under specific

A ment price legislative authority, issye
! 3upports bBrice quotationg at centrai
Providing g mariet level,

floop,

Application of dirferentials
for location, grade, etg,

Becomes manulfactureg Products

in use anq origingl ldentity
largely lost in Pricing con-
sSumer items,

Tobaceo Free market,

Warehouse acutions helq for Becomes manufactyn
Several weeks or months after in use & original i
B harvest ang curing where Pro- largely iost in
7 . duceritg tobaceo is s0ld to Sumer items,
tobaceo Ccompanies,

ed productsg

dentity
bricing cone

Sugarp

it

i
Authoritap- Sugar Act minimung Prices fop Pius Alstributor & retail '
ian with TaWw sugar af Processor level, margins ovar refineqg sugar

minimyum

Brices &

quotas detere
mined under
Sugar Aet,

unge r basing

Beet ang cane

ontract prige S
ted from raw .
Sugar for food

Ses ldentity 1y

Point s¥ystem,
Erowers paiq ¢
largely reflec
Sugar prige,
Processors 1o

e T e R
e

skt e o i

oA o R L A

marketing, g
¥any fresh Fraa mariet, Auction, Shipping Point, op Difrerentials Trom shipping 3
fruits ang terminal market sales to Peint prige op Pool price io §
vegetables recelvers op retailers, Ercwer, from berming] market g
: * i values to shipping firms, Dis- i
: tributor & petgiy marging !
Y likely to vary seasonally, ete., '
Many vege- Pree mariet Mainiy ¢ontract priges bet- Contraet Prices may be affecied
tables fopr Ween producer & Packer deter- before & durin
canning op mined in advan
rreezing

ce of Planting by fresh marke
These havye Tairly

& frozen Tood prices are admin-
onship %o selling isterea and/or defermined by
Drices or Packers,

les to dise

R institutions, and
retailers,

°r harvest,

¥heat

L

Free market Termingl market price quotg=- Application of differentials
with Govern. tions Supperted by cash & for Eeographical
ment price Tutures tradin

loeation,
g by GounLry trading level, etq, Becomes
Supports elevators & termingl market manufactured Products in use
Providing g Tirms,

floor,

with Identity largely losg in
bricing consum
i

er items byt
somewhat reflected in animal
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price quotation with Premiums and discounts
were the Natloral Provisioner Yellow Sheet for
Livestock {meat} and the Urner-Barry egg
price. He contended central market trading is
not essential to a good pricing system, Remedies
suggested for agricultural pricing problems in-
cluded making improvements in traditional mar-
ket pricing, corilnued use of price supports as
proteactive floor prices, bargainingassociations,
committee pricing, classified order pricing,
and lmitations on integration,

Integration illustrates a possible separation
of the basis for producer return from current
market price levels, glving rise to possible
equity problems of considerable magnitude,
Egga and meat are examples of growing incom-
patibility of centrai market pricing mechanisms
with current structures and practices,

Volumes traded on butter exchanges are even
smaller today than in the early 1950's, and only
a few large firms participate in exchange trading
(27¢c), p. 284-285), Due to the lack of any other
system for comparison, the question of whether
spot market trade prices afford the best estimate
of prices which move all butter through market
channels is difficulr to answer (17, p. 24). Term-
Inal market prices on wheat become less rep-
resentative as more wheat shifts from terminal
to subterminal markets, If this trend continues,
it would become appropriate to reevaluate the
usefulness of the present terminal Price-quoting
system (35, p. 223), The examples on butter and
wheat suggest a need to study modifications in
the present system or alternative systems,

Under provisions of specific legislation, the
Secretary of Agriculture has labeled 15 centrat
markets as “designated spot cotton markets,”
The designated markets were reviewed in 1951~
52 and again in 195960 for their guitability as
major gources of price Information (35, p.119).
Continued reexamination of bricing systems at
periodic intervals may he warranted to keep
them updated.

On fruits and vegetables, price-making takes
different forms indifferent instirutional environ-
ments. Each of the major types of environ-
ments has different characteristics and vields
somewhat different results, For example, the
timing of price changes is diffsrent, and the
pricing system in some markets makes them
more sensitlve than some others to small
changes in supply and demand factors (24,

10
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P. 93-95), This suggests that in-depth studies
may be required to find an optimum solution
for each commeodity,

On eggs, problems with the long-entrenched
pricing system reached the point where Cone-
gress authorized a large~scale program of re-
search to help fing sclutions, A recent report
{31) analyzed the present bricing systems, pos.
sible Improvements, and alternative systems
and methods. Based on this report and related
studies, a committee representing all segments
of the egg industry was formed to develop a plan
for improving the egg pricing system, Although
this is the most recent exampleofa comprehen~
sive study, pricing systems in other commodizy
areas could eventually merit similar attention,
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