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IN'rRODUCTION AND PRODUCT COMPARISONS 

In war or peace, in good times or bad, thCl'e is interest in retail 
food prices and .in the manner in which these retail values are divided 
between farmers and the marketing agencies. 

In response to this interest, til:) Bureau of Agricultural Economics 
publishes monthly figures that show the retail price, the equivalent 
farm value, and the marketing margin for many food items. These 
figures for marketing margins, on which the calculations given in this 
publication arc based, arc del'ived by ascortaining the difference 
between the price paid by the consumer I},ucl the farm values of 
equivalent quantities of farm produce. Retail price, equivalent farm 
value, and marketing margin all provide a measuJ'e of the situation 
for the United States as a whole. 'rhey do not represent values 
Ilpplicablc to an.v one consllmpr OL' farmer or marketing agency. 

The way in which the mllrketing margin for each of the major 
dairy products wItS divided among the various agencies involved in 
getting these p!'Oducts f!'Om the proclucer to the I!onsumer in 1939, 
us well llS the division among marketing functions, and among types 
of opeL'lltin~ costs and profits, is the subject of the present study. 

In addi tlOn to the husic sel'ies of figures .!tlr'eacly men tioned, the 
Bmeau of Agricultural Economics consolidates these fann-retail 

1 Submitted for publication July 13, 1946. 
1 
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price spreads per unit of specified products into comparable value 
terms for all dairy products by the use of the "market-basket con
cept". The market-baRket concept is simple: it is the average quantity 
of foods purchased annuoJly by a family or three average consumers 
during the period 1935-39. Thus, when changing prices are multiplied 
by these market-basket quantities, there is derived a measure of the 
changing value of consumCl"S expenditures for these fixed quantities 
of individual foods, for groups of related food items, and for the 
market basket r.s a whole (52, pp. 47-59). 2 

The 1939 retail value of the market-basket quantities of purchased 
dairy products amounted to $G4.64. This sum is about 20 percent 
of the family's total market-basket expenditure for all foods of 
domestic farm origin. Consumers use more of some dairy products 
than of others and this situation, togethCl' with the difference in the 
pel' unit priee of the severnl dairy products, is reflected in the level 
of the expenditures foJ' each product shown in table 1. 

Of the 1939 retail value of the market basket of dairy products, 
fluid milk !tecounts for 45 percent. The next largest expenditure, 
about 27 peJ'(';'~lt, is for the group of "other" dairy products which 
consists mostly of ice cream and fluid cIMm. Butter accounts for 
19 percent of the total, American cheese nearly 4 percent, and evap
orated milk 5 percent. 

For the dairy-products ~roup as a whole, in 1939, the 52-percent 
shn.l·e of the retail cost gomg to marketing a&,~ncies exceeds slightly 
the 48-pcl'cent share going to the farmer. l'wnethe]css, of all the 
food groups, only for the meat and the poultry and egg groups is the 
farmel"s share as large a part of the consumer's dollar. For all foods 
combined, the farmer's share falls in the neighborhood of 39 percent 
of the retail price. 

It is apparent that the share of the (:onsumer's expenditure for 
dairy product.s going to marketing agencies-that is, the percentage 
marketing margin-is comparatively small. The division of the 

TABLE I-Dairy products in the market basket: Retail cost, farm value, marketing 
margin, and farmer's share of rel,ail cost, 1939 1 

,\[nrketing marRetail cost Fnrm value gin 

Far·Product mer'sP~rcrnt· P~rcent· Percent· shnrenge of nil ng" of nil nge of nil 
Actunl dnlry Actunl dniry Actual dairy 

IJroducts products products

--1-----------
DolI'Ir.! PUUTI!' Dollar., Perullt Dollar.. Ptrcwl Perct1lt 

,Fluid mllk •• ____._._.________________.. 2R.DI I' 44.71 1.;.89 lill.S la.IY! a9.1 M 
Hutter •.• __ ._. ________ •_______________ • I~.;~,··•.'I J~·••?I f 7·.S•. X 251·••~1 4·.:!U.. 1~·.31 fi4i48.\merlcan che~sn __ •______ •__ .. _.______ I " 

Evapornted mllk__••••• _.............. :t.?1 ~.O I 1.17 3,7 2.01 6.1 31\ 


Totnl .. product~ _. .. _.., -:1:'~i3'- "7:!.O-j"'26.27 ----;;.:to 20. M ---0;:6----; 
Other products. Including icerrNllII .... 17.M 27.11 5.0.; 16.1 12.4fi 37.4 2\l 
.... 11 dairy products..... , .• (\>I.tH 100.0 31.32 100.0 3:1.32 100.0 48 

1 I 1 

'r~~~,)I~~~.~~:~.~~~~.t_~~I~.:~~I~.f~I.:~~~~, .~~~.I~ ....___ ••• !122.(}I _______ ••• 194.15 .._..__._. 39 

I Av"rn~e nnnunl purchases by n fnrnlly of thren (2[..1,0 Quarts of fluid milk. 39.3 pounds !.~ hutter, 11.& 
;lOunds of CbN'SC, 45.9 H~~·ount" runs of !)\'nporntl'd milk. ali(I 27.U pounds of other clalry produCl •.) 

I Italic numbers in parcnthescs refer to Literature Cited, p. 71l. 
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MARKETING MARGINS AND COSTS FOR DAIRY PRODUCTS 3 

consumer's dollar between the farmer and the marketing agendes in 
1939, however, varies for each of the dairy products. For butter and 
fluid milk, the marketing margin is smaller than the farmer's share. 
For American cheese, the division is about equal. For evaporated 
milk and the "other" dairy products, the marketing margin is 64 and 
71 percent, respectively, of the retail cost. 

Besides the differences in marketing margins for each of the major 
dairy pl'Oducts in 1 D39, important differences were observed in the 
t,ypes of costs incurred by mark('ting aO'encies in the processing and 
distribution of these products. To eva1uate these differences in the 
individual commodity sections that follow, the marketing margins will 
he broken up and reassembled in several different ways. One break
down will show the division of the total margin for each product Ilmong 
the various a~ mcies; another, the division according to type of ex
pense; and Rtill another, tho break-down by marketing functions. 

By way of summary at this point the results arc given of two of these 
divisions of the market-basket expenditure for a combination of tllfl 
foul' ml~.ior dail'y products-fluid milk, butter, cheese, and evaporated 
milk. The market-basket exp€lnditure for these products III 1939 
totaled $47.13. The farm value of equivalent dairy produce was 
$26.27. ~rhus $20.86 repres(,Ilts the mal'lwting margin. About one
half of this sum went to pay the cost of retailing, one-fourth went for 
proccssing, and the rem~ining one-fourth went for wholesaling, 
assembling, find long-haul tI'fiIlSpot'tation. This is the distribution of 
the marketing margin du/'ing 1939 according to marketing function. 

By type of expense, the 1939 marketing margin was divided as 
follows: Half of the marhting margin went to pay the cost of wages 
and salaril1s and a little mor'C than one-fourth, equnUy divided, repre
spnts thc cost of property and of supplies. The cost of supplies 
('onsisted mostly of charges for containers. The property charge, in 
contrast, embrncNI a variety of itcms like rent, depreciation, fuel,light, 
and power. Profits WCI'C roughly estimated at 7 percent of the 
markc-ting margin. 

'rhl'se S\lmmlu'Y figures, also p/'('sentcd iniigure 1 in tcrms of the 
consumN"$ dollal', al'C uSl'ful in laying out the gene!.'al shape of the 
pattern as it existed in 1939, Ji'luid milk, as shown ~n table 1, accounts 
for $13.02 out of a total marketing mal'gin of $20.86. Thi.s is in keep
ing with tl)(' fact that the market-bosket expenditure fot' fluid milk 
WfiS $28.9j, out of a total of $4-7.13 for fluid milk, bntter, American 
ch('esc, and evaporated milk. 

This is the distribution estimated fOl' the single year 1039. The 
COtlJ'RP of the mn.J'kpting mlU'gin for other years, together with the 
YNll'ly average retail p'ricc and the equivnlcnt fal'm value for the major 
clairy products, is shown in figm'es 2, 3, 4, and 5. The 'marketing 
margin is shown in the 10wN portion of the churts in two forms-first 
in term,; of ('ents (WI' unit of product, and thcn as It percentage of the 
retail pricc, These pCI'('elltnge. mltrgins may be interpreted also as the 
number of C(,llts going to miu'keting agencies out of each dollar spent by 
consumers for till' product. Without exception, the margin when 
expresscd in tCI·II.S of CCIl tsis the more stable figure. iYIoreover, when 
retail prie('s change their levels sharply, as was the caiW· during the 
first half of the dN'ltde of the 19:30's, the percen tage margin is pushed 
in the opposite direction. 
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BY IIARKETING FUNCTIONS BY TYPE IlF E~PENSE 

UNTS .........--...-.,., C[HTS CENTS 

2l,B Wages and soloriesn6 Relailln, •
80 eo 

4.1 Wholesaling 5.9 Properly 
1.0 Transporlation lions houl) 

5.B Supplies
11.3 Processinll 

5.6 Olher 
0,6 Advertl.ln,10 60 3.4 Profit. 
1.0 Transportation 

40 

55.9 Firm production 55.9 Farm productlo. 

20 20 

o o 
BAE 4SD1, 

FIGURE I.-Approximate distribution of consumer's dollar spent for 4 principal 
dairy products-fluid milk, butter, Amcrican chp.cse, and evaporated milk
United States, 1939. 

The characteristic course of the marketing mat'gin for dairy products •
is one of considerable change, All of these charts disclose a declining 
absolute margin in the early part of the decade of the 1930's which was 
accompanied by a marked rise in the share of the consumer's dollar 
received by marketing and processing agencies. 'Vhen retail prices 
fa.!l abruptly a change in relationships usually occurs which gives the 
farmer a smallcr and the marketing ugencies a greater part of the 
('onsumer's dollar, This may oceUl' even in the faee of a decline in the 
n'llts-pCl'-unit margin, The l'CUSOll is that there is a greater stability 
in margins than in prices at l'('tail alld at the farm, 

Othel' trends are to be noted. Evu.pomted milk shows a declining 
absolute margin, whieh persists o\~cr the period 1920-39, but at the 
same time wide changes develop in the mal'keting margin, with the 
margin dUl'ing the ('arty thiLties fully as large as that 10 y('ars earlier. 
The margins for Am('l'icull chc('se and for butter, ",h('n l'xpressed in 
the terms of c('nts P('(' pound, mark out two levels, the level for the 
first half of thl' pNiod bping higlwr than for the lust half. Yet at the 
same tim(', the mark('ting margin for cheese s('ems to have grown 
slightly largl'L' as tI\(' y('ars passed wb('r('us that for butter, except 
during the "arly thirties docs not appefil' to have changed notably. 

• 


http:Advertl.ln


MARKETING MARGINS AND COSTS FOR DAIRY PRODUCTS .; 

• 


MARKETING MARGIN 
(CENTS PE~ QUARTl 

• 
SAE 4S12 

FIGUnE 2.-Retail prices 	and equivalent farm value per quart and marketing 
margin, fluid milk, 1920-44. 

muld milk shows It relatively stable margin over the entire period of 
about 5 cents It quart, but. the tendency is still evident for the market
illg margin to inereaso. 

All told, this histo,.ical r(,(,ord emphtl,siz('s the fnct that the marketing 
margin c-hangl's substantially from year to YNll". In ('onsequence, it 
is well to l'lllphnsizt' thnt til(' observations whieh follow am concerned 
prima61y with thl' faets that ul'ise out of the si~untioll that existed 
during tbc sing\(· yen.l· 1939. 

The p!'('s(,lItnLion of the details COll('(,l'Iling ('Itch of the four dniry 
products bl'gins with a ('ollsidcration of lluid mille . 

• 
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FIGURE 3.-Retail prices and equivalent farm value per pound, and marketing 
margin, butter, 1920-44. 
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FIGURE 4.--Retnil price, and equivalent farm value per pound, and marketing 
margin, American cheese, 1920-4·1. 
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FIClURFl 5,-Retail pricl'1I, and l'ClllivalcnL farm valuc p('r 14!,~-o\lnce can, and 
marketing margin, evuporated milk, 1 \)20-44, 

MARKETING MAHGJNS A~]) COSTSFORFLUl]) MILK 

EfIkirnl mC'Lito((s of distl'ibuting fluid milk to urhan consumers has 
1)('(>11 thr subj(>('t, of stud('lIts' nttt'ntioll for It long Limr and of local, 
Sln.tr, and I1ILtionnl Ic'gisltllioll Ilnd ['rguhttol'Y action, It has pro
vidpd a topic for clldll'S$ dl'bn.t(', In eOlls('qUl'JU'P, nil pxtl'Jlsivc body 
of lite1'l1tUl'(' on tilt' suhjl,('t hilS a('('ulllulnlrd OY(,I' till' years. Purts 
of lhhl Jil.('rn.t.uI'P, ('oJ}c'Pl'llf'd wHh till' qUl'slion of llltU'k('ting ('osts of 
individun.J ('011 ('('I'I1S, Ill'(' ['('pol,tNI in 1I1l' following Plll'l1gl'ltphs, 
Although till' conditiolls found in tlH' nunwl'ous urbun l1uu'kcts fol' 
lIuiel milk Il1.'(' in SOIlW 1'(15]>('('t5 similal', in. olh!'I' illlpol'tnnt T('SPC('ts 
till')' Ill'(' so difl'l'I'(,lll that lht~ ddiliiNI c'vidl'IH'P wilh I'c'sppct to nlly 
pfl.rticulltl' ('OIl('('I'n Itnd Illlll'kl't ('illlnot \)n eonsid(,l'('d liS I'('pl'esentutive 
of lh(l $ittlfl.lion fol' tIl(' VnitNI Sln.tNl ns n. wholll , However, these 
UIl('ool'(linilt(·d cllI.t n lin n' pl'oYid('dll1u('h of lh(' hasis for 1039 avcrage 
('Slinul\.('fi [01' til(' Cllit('d Slntpfi whi('h 111'1' PI'('St'nlNI Ill'['e, • 

OIl(' thil'd of lhl' milk (Jl'ollu('l'd on lh('. fiU'JUS of the United Stutes 
dlll'ing 103\) WIlS ('Ol1fiUll\(,d ns lluid milk and Cl'(lu;m by people living 
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MARKETING MARGINS AND COSTS FOR DAIRY PRODUCTS 

in urban areas.3 Nearly 45 percent of the market-basket expenditure 
for dairy products was for fluid milk. Out of the total market-basket 
expenditure for fluid milk, 55 percent represents the share of the 
farmers and 45 percent the marketing margin (table 1). The 1939 
average retail price per quart of fluid milk was 11.4 cents, the farm 
value was 6.3 cents, and the marketing margin was 5.1 cents. The 
average retail price includes an allowance for the important share of 
fluid milk which farmers sell directly to consumers and. which bears 
no marketing charge by any specialized marketing agency. 

MARKETING CHANNELS 

The distribution of fluid milk to urban areas tends to be 0. highly 
locnlized activity. This is true not only because milk is so bulky 
and perishable that it cannot be shippcd advnntageously over grcnt 
distnnces, but also becausc regulatory authOl'ities have endeavored 
to confine the area of supply in order to facilitate their supcrvision 
of production and handling. In some markl'ts, produccrs and their 
organizations have attemptcd to restrict the supply al'ca and their 
('{forts havo been another fl1ctol' in limiting theextellt of milkshecls. 
The marketing channels through which fluid milk moves from farms 
to ul'bl1ll consumers is shown in figure (j, which also shows estimatcs 
of tho l'(,ll1tivo quantities of fluid milk moving thl'Ough each channel 
for the United Stl1tes as a whole. 'fhe typicl\1 movement is from 
produc('t· thl'ough city pl1stelll'izing plant to consumcl'. 

The bulk of the volume moves ovt'[· a limited number of routes . 
Wi th the growth of urban centers, milk producers and milk-consuming 
families have become more widt'ly sl'parated. This scpal'l1tion comes 
about 110t only because of distance but also because tho kind and 
number of scrvices now rcquired to carryon 11 mod~rn milk-processing 

(In,uuu... ,.'''' IItAolLII'Ula 
",,"TUTlO'",~ .."''' 

'. " 

." flQUlI1 "'''''11) U... ... ,uc,,,r 01 rotAL rO"I'" 

COU"UI "I~. ",ll1>OlP'01l 
,~ ....... " • 

BAE.t5ISZ 

FIGUILE 6 -:\[nrketillg channels for fluid milk, United Stntes, 1939 . 

I Farm prodUction, distribution, and income from milk 1943-44, U. S. Bur. 
·Agr. Economics, April 1945. (Proccssed). 

7:;2080·,·47-2 
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and distribution business bave been considerably expanded. In 
consequt't1ce, the produccl'-dealer type of distribution (where the 
farmerboLh produces and distributes bis product) appears to be 
confined mainly to tbe smaller towns and to the edges of metropolitan 
centers, 'rhe volume sold by producer-dealers is estimated at. 15 

• 

percent of the total fluid milk sold at retnil during 1939. The 
remaining 85 IH'I'Cl'11 t was handled by miik dealers of one kind or 
anothel', Mon' than hulf of tbe 85 pel'cent handled by dealers other 
than produc('I'-distributors is moved directly Il'om the funlls to the 
city ptlsteul'izing plants, This I'outing, accordingly, must be con
sidC'I'cci us the channel to be expl'ct('(l in nil markets at which the 
avcl'l1ge distnnCl\ betwl'cn ('ity nnd fann is relatively small. 

Where the milksilNI hns ('om(' lo embl'l1CC seYl'ral eounties 01' 

States! it hllF! bl'l'1I found dl'simbl(, to plaec (,OUlltl'y plants in positions 
that he b('twflen thl' pl'Ocllteel's Ilncl the city plnnt, Such country 
plants al'l' l'stimated to handle only 20 pcrCl'nt of the totnl yoltmw 
of fluid milk sold in tilr United Statl's, 

'PIlUS llH' eily plunt is tll(' hub about which tUI'IlS the fluid-milk 
distl'ibution system, i'.llH'e than thr(,l'-fourths of the totnl milk 
sold Itt I,(·tail flows through this ng('tlCY, In tu I'll , thr eity plant is 
the IUI'g'('st sillgl(' fuc-tol', considel'ing th(' Unitrd SUtt('s us u whok. 
cngugNI in till' supply of the fluid-milk rC'qllit'Plllents of household 
conSUIllNS, 

Dl';lSION OF Tim CONSUMER'S DOLLAR 

Thl' ('stimul('d dist.ribution of the ('onSlIl11('1"s dollul' spent for 
fluid milk dlll'ing 19a9, by Illal'hting ugcnei('s, is shown in figul'o 7, 

cJ~~;uO:r~~E """'~"""".,..,.,. AGENCY 

COllAR 

6,1 It. Retail stor. 

• 

386 .. + Distributor 

55.3 .. + Farm pr1,1uction 

BAE.f.sgI6 • 

FlOUm: 7.-·Apprq"irnnt.~ distribution of the consumer's dollar spent for fluid 
milk, by agencies, United States, 1939, 
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The margin of retail stores for fluid milk is estimated at 2~ cents a 

• 
quart. The Federal Trade Commission, summarizing the operating 
experience of 32 milk distributors for the year 1940, concluded that 
the average assembly costs of these concerns was 15.7 percent of their 
total operating cost, that processin~ equaled 23.5 percent and that 
distribntion accounted for the remaming 60.8 percent.4 When these 
distribution costs are combined with the estimated handling cost 
of retail stores, and allowance is made for fluid milk sold by farmers 
directly to consumers, the break-down, according to marketing 
functions, of the consumer's dollar spent for fluid milk is as shown 
in figure 8. I 

C'Nrs (INTI 

.... ,,,,,,,-.,,,,, '21.0 	"•••,MI,lnd 
wkolulUnl 

1... " .....1.. 

• 
BAE<&Stlll 

FIOUIIE S.-Approximate distribution of the consumer's dollar spent for fluid 
milk, by functions, United States, 1939. 

The Federal Trade Commission also reports for the year 1939 a 
c!istribution according to types of expenSe incurred by milk dealers 
which is as follows: wages and salaries, 59.4 percent; vehicle and 
property expense, 14.5 percent, profit, 7.1 percent; advertising, 2.9 
percent; and other expenses, 16 percent. A number of reports have 
been prepared by other. agencies with respect to such market areas in 
Wis('onsill, Maine, New York, West Virginia, Indiana, Pennsylvania, 
and New Jersey. These show expenditures fOI' wages and salar'ies 
ranging from 49 to 64 percent of the total dealer expenses. The range 
in the exp('nditures for supplies was f!'Om 9 to 29 percent, while that 
fOl'property and vehicle expense was from 17 to 33 perc(,llt. Expendi .. 
tures for advertising fell in the neighborhood of 2 percent with credit 
loss amounting to 1 percent. 

Theoie latter figures were combined wi th those provided by the 

• 
• Federal Trade Commission. The estimates resllltin~ from this com

bination according to the type of expense arc as follows: wages and 
salaries, 58.8 percent; vehicle and property expense, 13.7 percent; 
purchased supplies, 13.7 percent; profit, 7.8 percent; adYertising, 2.0 

• Unpublished data in the files of the Federal Trade Commission. 
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percent; other, 4.0 percent. Expenditures itemized in handling milk 
1Il retail stores in Boston during 1935 included: store labor, 48 percent; 
rent, ~ p.ercent; administratio.n, 6 percent; supervision, 4 percent; 
depreClRtlOn, 4 Percent; advertlsmg, 2 percent; other, 28 percent (~6).

Combining these several sets of data resulted in the estimate of the 
distribution of the c(}nsumer's dollar spent· for fluid milk according to 
type of expense, shown in figure 9. 

cu,u 

~~~:: 	1,1 Other 
0.' "dYltUltn, 

SJ :~:~~~,:f mark,Un, 

5.' :~~C~:t·:I!,·~UP'II..10 

',0 :::!~I.I, ,nd ".per', 

.0 

'"'" ,fo4uctl•• 

10 

o 

FIGURE D.-Approximate di~tribution of the consumer's dollar spent for fluid 
milk, by type of expense, Uni.ted States, 1939 

ANALYSIS OF MARGINS 

MILK AssEMnLY.-Fluid milk is trucked directly from the farms to 
the city processing plant in most market areas of the United States. 
Ex('eptions are the extensive markets of New York City, Boston, 
Philnclelphia, Detroit, Chicago, and New Orleans, where a considerable 
pnrt of the supply is first received at countr,r plants for later shipment 
to the consuming center. Most of the flUld milk, however, whether 
hauled to the country or to the city plant, moves by commercial truck 
(table 2). A small but increasing percentage is handled by coop
erative trucking systems. 

All manner of vehicles are used for milk hauling. For small loads, 
pick-up trucks are commonly used. 

The average fee lor hauling milk has been reported to range from 
13.5 cents to 28.0 cents per hundredweight (table 3). Within a given 
market, the range of charges to individual farmers was even lar~eT, 
varying from 10 to 50 cents per hundredweight in. one MissiSSIppi 
market. There is little doubt that the length of haul, the volume 
loaded ~er stop, and other physical factors enter into the establishment 
of haulmg charges, yet the actual rate structure in many markets 

• 


• 


• 
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TABLE 2.-Relative importance of commercially hauled milk in variou8 area8 of the 
United State8 

• RaUled commercIally 

Oily or Blea Yenr 
Percentago Percentage
oC patrons oC supply 

New Englllll(l (to country plants) I •..•..••••.••..••.••••••.••..•••• 1044 .............. 87 

New 'I':n~hlnd (10 cit:; plants) I, •• , ................................. 10,)4

New York City (16 country plants) , .............................. . 1042 • .. • ......·iiii· ............~ 

Roche8terl~' Y..................................................... 1013 97 .............. 

ayrbcuse, N. Y., ................................................... . 104,\ 88 .............. 

Rllrrlson COllnty, W. Va.I .......................................... 1942 00 8.'i 

Mlsslssll'Pl, northeast area I ........................................ 1041 
 ·· ...... ···05· ~?New Or eLIDa, La.I ........................ .......................... 1012 


1 MncLeod (tt). 

I Juhnson (18). 

I JOIINBON, a., ROCIIE8TER lULl( llARI(ETING AREA. N. Y. atate Agr. Col. Agr. Econ. MhlloOgrBph


Bul. 446, July \043. 
'JOIINSOII. S. M., and CUNNINGHAK, L. O. BYRACUSE HILK lIARKETING AREA. N. Y. atllte Agr. Col. 

ARr. Econ. Mlmeogrnph Bul. 473. February 1941. 
I AUUAIIUIBEN, M. A. HILK ASBEHBLING AND DISTRIBUTION III lIAlIRlSON COUNTY, W. VA. W. VB. Agr.

Expt. atll. Mhnoograph Clr. 47, May 1943• 
• Mebus (t8). 
I OIIlGBBY, R. M., and BALLiNGER, R. A. nAULING 1IILK TO IIECEIVING STATIONS l!l TIlE NEW ORLEANS 

HILESIIED. La. Ab'l'. Expt. ata. Mimeograph Clr. 28, July 1042. 

TABLE 3.-Charges for hauUng milk from farm8 to plants 

Hauling rate per 100 
poundsPro·Area Year ducers 

J.vernge Range 

Number Cent' Cents 
New York,I6 country I>IRnts I ................................. ]042 1,469 

Rochcsterl~' Y., city delivery' ............................... 1043 1,270 ~:f '''i5iiiii 

Symcuse, N. Y., city dellverr , ............................... . 1944 856 20.671030 

New England, olty delivery .................................. 1044 (I) 28.0 

New England, country plants I ................................ 1044 \.) 15.0 

New Orleans, LB.', ............................................ 1042 1,802 22.2 

HarrIson County, W. Va.l . .................................... 1042 409 

Mississippi, northeast ureR ,.................................... 1041 ~:~ '''iOtii5ii
......:j05·1042 25.6 
Indiana, 19 cities 10............................................. 1040 9,228 23.0
Dloomlngton, III.'.............................................. 


1 Johnson (t8). 
'JOIINsON, B. M. ROCIIEBTER HILK HARKETING AREA. New York State Agr. Col. Agr. Eoon. Mimeograph 

Dul. 4411, July 194:1• 
• JGIIN90N, S. M., Rnd CUNNINGIIAlI~L. C. SYRACUSE MILK lolAltKETING AREA. New York State Agr.

Col. Agr. 'I':oon. lIiJ:imeograpb Bul. 473, ,t'obruRry 1044. 
1 MucLeod (tt). 
I All prodJ,1cers. 
1 OIlIOSII", R. M., Rl1d HALI.INGER, R. A. IIAULING IdILK TO RECEIVING STATIONS IN TilE NEW ORLEANS 

HILKSIIED. La. Alt\'. Expt. Sta. Mimeograph Olr. 28, July 1042. 
I AUItAIIAIiSEN, M. A. III1.K ASSEHBLING AIfD DISTIUBUTIOIi IN HARRISON COUNTY, W. VA. West Vir· 

glnla Agr. Expt. Bta. Mimeograph Clr. 47, May \043. 

I Mebus (f8). 

'llartlctt and Muttl W. 

10 Hardin (/4). 


aeems to be based much more directly upon custom and bargaining 
power than upon seryices rendered.s 

Charges fOI' assembling milk on particular routea might be reduced 
either by lowe1ring the fees of commercial haulers which are out of line 
with the cost of aervice rendered or by a reorganization of milk routes. 

• 5 Several students oC milk transportation, working independently and in widely 
separated markel~B, have reported this lack oC close relationship between hauling 
charges and cost.s oC services rendered. See: Hammerberg (18); Bartlett and 
Caskey (8); MacLeod and Geraghty (114); Mortenson (811). 
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The relative importance of these two methods for accumulating savings 
differ between markets, hence the proposals for reducing hauling 
charges are not similar. Some proposals call for the supervision or 
the operation of truck routes by cooperative organizations. Where 
cooperatives have exercised control over milk hauling they have done 
so either by means of hauling contracts or by leasing arrangements of 
various kinds. 

Another app:"oach to the matter of reducing hauling charges on 
individual routC's is for rC'pl'C'sentatives of the local committees of 
pl'OdUcel's, trllckC'I'S, and dC'alers to act jointly under the authority 
gm!l ted to some regulatory body such as the Office of Defense Trans
portation. One of the first attempts of this kind was made in Cole
brook, N. H., with the result th!tt the number of trucks was reduced 
from 34 to lG and till' mikage traveled daily W!!.f:l reduced from 747 
to 434 (62). 

Anothl'I' method, difJ'ering only in minor respects from these two, 
involves the establishnH'nt of standards of opemting efficiency for 
milk-hauling I'outes. These standards might be based on such factors 
as the pounds of milk hlwlpd p('(' pat!'Oll and the miles f!'Om the plant 
to tlH' most distant palron.6 

Owing to variations betwCPll markets and between indi\'idualroutes 
within tilt' same mal'ket Ill'ea a general statement regarding the amount 
by which hauling cllitrges of individual routes may be reduced has 
little value. Konethcless, if, as is shown to be the case from the data 
in tn,ble 3, hauling chal'ges now avemge about 0.4 (,l'nt. pel' quart of 
milk, the amount of potential reduction pel' quart would appeal' to be 
smidl. 
. COU~TRY-PLAN'r OPERA'l'IOX.--It is customary for city plants to 

obtain their supplies from country plants rather than directly from 
fal'mel's, ill tho cnse of the large markets drawing supplies from a broad 
milkshed. Early in 1944 there were 448 country plants operating in 
tht' New York milkshed, lOG in the Boston milkshed, and 44 in the 
Philadelphia arca. In addition, the markets of Chicago, Detroit, and 
i\cw Orleans draw lat'ge supplies through country plants. 

At the same time, somc areas depend upon country plants during 
only a part of the year. There is a difference also in the equipment of 
cOllntry plants; some arc cquipped to receive, cool, and ship the fluid 
milk, iLnt! others arc prepared to manufacture one 01' more dairy prod
lIctS. 

The opl'ratillg costs of country plants, unlike hauling charges which 
are custonlitl'ily paid by the farmers, are taken into account by regu
latory agencies when prices ~o producers are being established. 
Ordinarily the plant operator is permitted to tiLke a standard fee for 
that portion of the milk received which is used for fluid purposes, and 
this deduction is the same for all concerns regardless of the capacity of 
the plant 01' its geogmphic position. 

Plant opemting costs appeal' to vary with the scale of operation. 
The average cost-volume relittioIlShip, as reported by various investi
gators is summarized in figure 10.7 

o l.,[ATZEN, E. n. A TRANSPORTATION CONSERVATION PLAN FOR TRUCKS ASSEM-
BLING MILK IN INDIANA. Purdue Agr. Eeon. Mimeograph Cir. 27. 1943. 

7 Schoenfeld (40); Tucker (46); Camburn (7); Massachusetts Milk Control 
Board (28); Clement (9); Federal Trude Commission (59); Bressler (8). 
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FIGURE 10.-Average cost-volume relationships in milk-plant operations, as 
reported by six investigators. 

More recent studies have disclosed average costs of selected plants 
in eastern markets to be about 13 cents per hundredweight (tables 4 
and 5), with the cost of individual plants ranging from below 10 cents 
for those with the largest volume to over 20 cents for the smallest 
(table 6). In 1937, the average cost for 157 country plants which 
supplied the New York, Chicago, Detroit, Philadelphia, Baltimore, 
Boston, St. Louis, Kansas City, and Harrisburg markets, was 15.65 
cents per hundredweight, with the range varying from 12.04 cents for 
the group handling the largest volume to 27.85 cents for those with 
the smallest volume (table 7). 

In a New England study, it was estimated that with average daily 
volume of 4 to 5 thousand pounds of milk, plant costs would be nearly 
30 cents a hundred pounds. 'When the volume reached 20 thousand 
pounds, average cost would fall to 13 cents and with further increases 
in volume the cost would be about 10 cents per hundredweight (5). 

Other factors, however, influence operating costs in country plants. 
Pronounced seasonal fluctuation in volume would reduce the daily 
average volume that could be handled by a given plant below its 
optimum capacity and thus would increase the average cost per 
hundredw('ight of mille A relatively even production over the entire 
year would permit continuous operation near the least-cost level of 
volume.8 

The number of hours during which a country plant receives milk 
also affects the cost of operation. The period during which milk 
must be received is limited for several reasons. Sometimes milk 
must be rendy for early shipment to market, efficient operation often 
requires that the total hours of operation be limited, and some 

8 CASKEY, W. EFFECTS OF BE}'SONAL MILK PRODUCTION ON MARKETING COSTI!. 
Ill. Agr. Ext. Ser. February 1936. [Processed.] 

60 
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TABLJ: 4.-Unit costa of handling milk in country receiving plants in northern New 

Jersey, year ended June SO, 1942 


Average !'Ost.A verngr. of operation Plants (number) volume per per hundred· ycar weight 

Million 
pound, Centa 

8•••••••••••••••"'" •••••••••••••••••••••••••••••••••••••••••••••••• _•••_. 5,5 0.2018
II-••••• '" ••••,._••_••_._._. __............._. _'_' ______•••_.__• __ ••••_____ • 
 12.1 .lIlf.o 
9••••• _•••••_••••••••"."._•••••••••••••••••••••••••••• , •••_••••••••••• _" 21.0 .1089 
All plants•••••••••••_•••••••••••••••••••••••_•••••••••• _•••••••••••••••_•• 14.2 .1359 

Spencer (~~). 

TABLE 5.-Average volumes of milk received and costa of operation of selected country 
plants in the New York milkshed, 1939-42 

Can.. I per Average cost 
Year Plants piant per of operation, 

day per hundred. 
weight

-----------------------------------1------1-------------

Number Number Centa

19.19•••_••••__ •••• _..._._•••_•.__ .~~_.._. __._•• __ •____._••• ____"_ . 10.~ :1~2 13.3
1940••__._ • __•• __., '"_. _••••_____ • ___••_. _•__• -___••• ___•••••• __•• _ 125 3R7 12.4
1941_... _.•__•••••••• __• __ •• __• __"" ______ ••_.,. _•.•• __ ••_.____ • __ '_ 121 372 12,3
111-12•••• , __•••• _•• ____ •___•____________ ."".___••"". _. __•• ,""..__ ._. 120 393 13,4 

I Contents of ean-l«! pounds. 


Dilts presented at hearing on State and Federai marketing order, March lB. 1\14.1, Brooklyn, N. Y .. hy

J. O. Eastiack, lor piants owned hy memhers ortbe New York Metropolitan Milk Distributors' Bargaining 
Agency. 

health regulations specify that uncooled morning. milk may not be 
delivered after a certain hour. 

There is no question that the cost of operating a country plant is 
related to the volume handled. This observation has prompted a 
proposal calling for a thorough-going program of plant consolidation. 
It has be£'n shown that if approximately one-half of the country 
plants in New England were closed the remaining plants could 
handle the total volume easily and efficiently.9 1£ so, the savings 
in the operating cost of the remaining plants (if they did not have to 
assume the fixed charges of the idle plants) would amount to about 
10 cents a hundredweight. This figure establishes the maximum 
possibilities, but savings of this magnitude would come about from a 
reduction in profits as well as from a reduction in operating costs. 
In the absence of such a reorganization, it is possible that the maxi
mum economies in the country-plant operations in the New England 
area would not exceed 6 or 7 cents per hundredweight (22). 

A program of consolidn,tion of country plants, however, must 
consider the phS'sical distribution of the existing plants, the organi
zation of the milk· assembly routes, and the situation with respect to 
transportation from country plante;; to the city. An increase in the 
quantity of milk assembled at one point may decrease plant cost but 
may also increase the cost of gathering milk to such an extent that 
there might be no net savings. The generally applicable rule is that 
the most efftcient organization for the whole country-marketing 

• BOSTON l\hLK ADMINISTRATION OFFICE. PLAN FOR ADAPTING NEW ENGLAND 
MILK MARKETING TO WARTIME NEEDS. 1943. [Processed.l 
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T.ABLE 6.-Volume of milk received and CO.,t8 of operation of country plant.or, New 
l'ork milkllhed, 1939 and 1940 

Avera~e Avera~e 
.\verage cost Ot Awrn~o cost or 

HaDge, cans I per CIIns per opera· Ran~r, CIIns I per can~ per opera-Plllnts Plantsday per plant d .. y per tlon, per day per plunt dl\rr p~r tlnn, per 
plant hundred· pant hundred· 

weight weight 

4,rumb~r Ctnl.IfJJO Numb" ,Nu~~frl Cenl. 1040 Numbtr 
(}-200 ................. WI) i II I 20.3 (}-200 .••• _........... 157 12 10.1 

201·:lOO••••••••••••••• 2M J 21l 16.2 201-300.............. 257 . 2t1 16.2 

301--400............... 301~00...........__• :H~ aR 13.3 

40l·fJO() ....__......... 11.1 401-500.............. 4H 26 11.2 


........... ~:!I rol6 fJOHlOO••. ,.....____• 12
fJOHlOO •• __ MR 11.0 M!! 10.2 
001-700 .............. 625 3 11.4 001 and Over....__•__ 782 11 g.7
"'I
701. and over .......... EOI •• 8.7
------!

All plants ...... 352 105 13.3 I All plants ..... 12.-as7112511 / 

I Contents at c8n=86 poundS. 

Data presented at hellrln~ on Stato nnd Fcdcrnl marketing order. Mnrch 18. 1043, Drooklyn. N. Y •• by
1. O. Enstlnek. (or plnnts owned by members o( the :-.row York Metropolltnu Milk Distributors' Bargalnlng 
Agency. 

'l'AULE 7.-0peratin~ costs per 100 pounds of milk received at 157 cOllntry receiving 
sta ti~ ItS 

Cost (or lahor only 
~[!ik reo Total op~r·I---.....,.----IRllnge 01 dnlly milk n'c"llIts (pOUlHls) Plant.~ cel"ed flnfly' utlng coSt Percentage 
per plant I per 100 Per 100 o( total

pounds pounds o( operntlng 
mflk cost 

-------1·-------1-------
,""mber Pound. Dollar. Dollar. Ptrcenl 

Uo... , thun 5.000, ........__................. 9 3,613 0.2785 10.1813 '61.3 

5,()(l1 to IO.OOtl~d ........... ~............... 49 7,711 .1747 '.099>l '55.8 

10.001 to ~~).O(l(L................. ........... 53 14. om . 14~~j •. 0802 • 53.0 

20,001 to 30,(1O(L........................... 18 24.839 .12:17 '.0063 • 52.. 


0:g>v~;.~:;~:::::::::::::::::::::::::::::,____lg_I__~._:~_9_~'i___:_1["'_!04_'1__:_:~_566_00-l-__:_!t_2._~ 
Total or nverage_~'_'_--_"_'_"_'_"_--_'_--_--_'_"-,-__1_5_7.!.1_._lS_,'_'7_2,,-,__._156_5-,-_'_'08_60......__'_0_2. 0 

'7 plants. '35 plants. ..4 plants. '15 phmts. 10 plallts. '15 plants. I A\'ernge o1l25 plants. 

I!eproduced rrom Clement (9. p. /8). 

function involves plants of such a size that the combined cost of 
asscmWYJ plant operation, and transportation to market is at a 
minimum (5). 

'l'n..... NsroR'fATroN FROM COUNTRY TO CITY PLAN'fS.-11ost ship
m('uts of milk from country to city plants are of bulk raw milk in 
t.unk trucks or tunk eurs. During the last 20 years, shipments have 
shiftl'd from cans to tanks and from rail to truck. Long-distance 
twcking of milk brgan about 1925, but did not become important 
until a few years later. The shift from cans to tank cars occurred 
largely between 1925 and 1935 for rail shipments, and since 1935 for 
truck shipments (61; 37; 42). 

Rate structures for both rail and truck shipments of milk from 
country plants to city plants have become somewhat stabilized in 
recent years, with truck and rail rates to the same points bearing 
definite relationship to one allothrJ:. In grneral, rates increase with 
the distance of a conntry plant from its mnrkrt. In the New York 
milkshecl, the average rute charged by railroads and truckers for 

7G2080'--47----8 

http:plant.or
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transporting milk fl'om country plants to New York City in Janu
ary 1943 was about 0.7 cent per quart.IO But the individual charges 
varied w;th distance and they a.lso refleeted speeial competitive con
ditions. In the Boston milkshed, the charge for transporting milk 
from lh(' 221-230 mile zone to Boston, in 1940, was estimated at 
36.0 ('ents per hllndredw(·ight by tank truck, 32.2 cents by tank car 
if both country Iwd city plants were on mil, and 41.1 cents by tank 
car if the country plant was 5 miles oir rail and the city plant was 3 
mj\(,s off rail. Thpsc costs incllld(' ll11owanc('s for loading and for 
transfPl's as'!'('quit'('d, as wpH as tb(' direct hauling charges (42). 

It has bp('n held that savings to plant operators in the cost of 
tmnsporting milk from country to city plants would follow if tank 
('IU'S were loaded mo,'(\ lleady to capaeily, if milk shipments wet'e 
di v('rlpd to l('s5 pxp(,llsiv(' transportation, and if milk fOl' fluid use 
werp drawn only from lhos(~ plants 10clltNl ll(>!trest tho city. 

The comillg of full londs, which is tbe first of thpse proposals, to .a 
large extent mllst wait upon an illen'ase in the volume of milk received 
at country plants, which pl'(~sumably will come about ltHer the adop
tion of It progmm of pl!1l1t consolidation, H has b('en ('stimated that 
in New England ont,-half of the ('ountry plants handlt' volumes so 
small that the lise of lank-car equipment is not feasible (22). 'l'he 
second proposal calls fOL' a J'('(luctioll in the quantity of milk moved iI~ 
cans with a ('orresponding increase ill tank-car shipments. The third 
involves l1 zoning of the milkshed. 

Under the third plan, pln,nts in tho first zone would ship all of their 
rpc('ipts ns fluid milk, plants loented in the intermediate zone would 
supply the mltrket with fluid milk only during the season of short 
supply I and the most distnnt plants would not contribute to the fluid
milk supply nt any time dlll'ing the year. 

All of th('s(' Pl'oposals were advanced during the war, but it is an 
interesting fact that no substantial changes in this phase of milk 
marketing \\'(>re made in spite of wartIme shortages. 

C'rrY-PLAN'r OPERNrTON,-Processing is the next stage in the flow 
of fluid milk f!'Om thp fn,rms to til(' city consumers. Principal opera
lions involved nrC' pn:;tellL'izution, cooling, and bottling. 

A large' numb('r of firms arc engaged in distl'ibuting milk, yet in 
most ciliC's the substantial part of the total volume is hundled by a 
few large firms. This is esprcially true of the larger cities where, in 
1931, almost two-thirds of the total salrs of fluid milk were handled 
by tilt' t1Il'l'(' dominant ti'·ms. It is true that ns cities decrease in 
size the rpl!1tive importance of the volume handled by the dominant 
firms t('nds to dr('r('ns(', but rH'll in the smnll towns this tendency of 
a few firms to dominl1te th(> market still Cl1n be observed (table 8), 
(26; 41).

City plants, like plants locatrd in the country, apprar to be capable 
of il.('hicving N!onomies of S('fl.lP through plnnned reorganization. 
8ubstuntiltl '('conomi('s Itl'e pl'omispd in the 10Wl::l' volume range. A 
small. pasteul'izing plllnt that handles 11 volumt' of 250 qUl1rts daily, it 
is estimatNI, would havp costs ('qual to 3 cents a quart, but when the 
volume is incr('ltsr(\ to 2,;')00 (Iuarts. the ('Ost would fall to about a cent 
and a half. Xot ulll't'ltsonab (' is the ('slimlttl' that costs might be as 
low as! (,Pllt a quart with ('ilicient larg('-senJe opel'ation (41; 44: 26). 

• 


• 


•

10 (,,,published data s\lpplied by Leland Spcnccr, Cornell Unh·crsity. 
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The ave\"age costs of ope['ating fluid-milk prollc!.'Ising plants, includ

• 
ing the cost of bottles and containers, Ilave be~n reported to lie 
within the range of 1 to 2 cents 11 quart. Although they are not 
strictly compamble, these reports, which are summarized in table 
9, illustrn.te the l'n.ngc in C02ts of processing fluid milk. 

Cost of operating industrial milk plants may be reduced by careful 
n.<ijustment of their operating ol'ganization to handle optimum low~ 
cost volumes consistent with their market outlets and sources of sup
ply. Them are large diffc'['ellces between plants in the degree to 
which capacity operations are realized. For example, in California 
during 1942 many pln.nts were ope['ating far below thoir capacity so 

T ADLr: 8.-Nll/llber oj milk (1i.~tributors and relative volume handled by larger dis
tributors in leading cities of the United States, 1981 

Percentage of milk 
distributed by-Dlstrlbu· 

Region tel'S per 1----_--
city 

CIties of 100.000 to 500,000 population: Number Percent 
North~llSt .......__..............__•_____....................... . 63 48 
Central West .._.._................_.........._............... . SO 47 
Far Wcst ......_. __•••_••••____._••_...__ ••••• _................ . 58 52 
Sou th ......... _...... _. ___...____•__.........._. _........._••_••• 120 57 

All sectlons .•_................ " __ '''__ '' ......__....._...... 82 51 
Cities or mOre thnn 500,000 population;

All sectlons ...._....__•___• _____"_' ............ __............. 102 64 


• Spencer Q3). 

TABLE 9.-Co,y/ of procl!lJlJillg jllUil milk In city plants, including cost of bottles and 
containers, by markets 

Cost perMnrk~t Year quart 

Ctnl& 
MlIwBukec (6 cOnlpnnles)I...._..__.........................._.___......__..__ __ 1933 1.01 

Boston '. . . .. ........................ __ ........______ ................ 1934-3.1 1.00 

~Inine (IO nlarkNs)! .'. . ..............................................._. 1934-36 1.55 

West Vlr~inla (67 prndm·l·r·,h·nINS)' .......................................__ • __ 103.'>-36 1.55 

New York (02 prodll~W·d.·IlIN~})..........................._ ............_____ 1935·36 1. i7 

Calirarllia .................................................................__ __ 1937 1.28 

Chl~a~o I ..............._....._...................... p .................. _ ...... 1941 1.40 

New JcrSlIY ' .....__•___._....._......................................._....._.. 1941-12 


Northern: 
DottlNI. retBlI ... " ............................. " ................................_. 1.44 
DottIed. whQ"·s.'\I~ .•___ ............. '"••_.._..................._.._..... __........___ 1.211 
Paper. whol('""IQ ............................................................_.._.. 1.96 

Southern: 

New y:J~H~~; ,~}'~!II(~S"I~.:::::::::::::::::::::::: ::::::::::::::::::::::::::::: ::::::::i~i: ........;::~ 

Retal!. I·quart bottles ............_................................._............__...._ 1.40 

Relnl!. 2·quart bottle. . ........._........................_.........................__.. 1.15 

Wholesale. l.qunrt bottle5 ..........__............ •• ...................... ............. 1.10 


I i'>lortenson (.m.

'MI\~,..chusctts ~llIk Control Board (~6) • 


• 
• Dow (II). 

I HeITmann (15). 

a Uughes (16). 

• TinleY (~5). 
I Bnttlctt m. 

J Srx:nror (~~). 

, GnpubHshed data complIed by L<)land Spenccr, Cornell Unl;e~lty. 
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that a consolidn.tion of their operations would have made a material 
reduction in cost to the remaining plant operators (tables 10 and 11). 
The extent of the savings is suggested by the processing cost of the 
three plnnts. 

T AnLE..~lO:-:-'O(~~~cf.tl'. ~!.1!lilk proc,:8'~:lllg pla1lts in California utilized, 1942 

Marketing tlrca Capacity I Marketing area Capacity 
_______.______I._U_ti_Il_ZC_'d_!! utJl~~ 

Puce"t If ~ . , Percelll1 

Uklllh Valley ........................ 61,5 ,I MontereY'" aL"Om llle................ 39,0 

Sonoma County •••••••••••••••••• 24,0 :'! Fresno....... .................... 41.1 

SIIntn CIII", County ................ :!4.9. Los Angeles County.................. ·15.2 

Snntn lInrhll", ._ ................. 30.5 .i( ~Inrln County. . ••••••••••••••••••••• :10,7 

~lIn Jp"'lu!n ('ounty.................. 36.4 I \ entu", County. ..................... !m.o 

Snn. f mnClsco . __ .•••••••••••••••••• 61. i I' Pluccr·NCYlldll. ..................... 32.S 

SlIn DicKU County. .. ................ 74.7 Imperial County. .................... :lU.7 

Sncnllllcnto ...................... 55.1 Ij Humboldt ('ount~· ,.................. :l3.1 


-\\r~mmAu::~Jori;. J II '·-CII., ~n;~1 ETii~;s-ov O';~:Jt!\,:IO'~~)tILKt')I~T"~~-l;;oi;9 '~~f~\~mcfi 
WILL CONSEIIVK IWIIIIEII, Al'TO\lOTl\'E, ANO OTIIKII ~;Ql'iI')IENT, ANO IIEIlUCE CO~TS or OI'EIUTIOS. Calf· 
fQrnln Stllto 1)'~f1l1rtlll('ll~ or Agrl('ullurl'. ;\lIl11e,)gml)h, I!H2 

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

Cllpat'ity Costs (JerPlllnt utilized quart 
--------·---·.. --..~--·..--------l----·~- -----

Perrelli eel/is
Los An~~h's SII.97 I.W 
San 1l!t'gtJ. 1!3.S,1 1.32 
Frl'sno "" .................. ,. ... ~ .. ~.~"',. ~~ .............. __ w .......... ,,_ .. _.~,.,. ... ~_,. ....................... __ .... _ 20.93 2.1H 


-if~·~s71..A,:;;.70u;,:-J;.- CII.;;;;~.~ IS .1IF.Tl1;;·~S' 01' O--;:;;I~TIOS OF lilLY. D1STRIBOTOllS IN CALIFORNIA wmen 
WiLl. CONSEIIVE Ill' II II Ell. At:T<HIOTI\,~;, ANtl C)TIIEIl ~;Ql1lrMENT. AND IIEDUCE COSTS OF OI'ERATION. CaU· 
fornla State Dep1lrtment of Agriculturo, Millwogrrll'h, 1942. 

Somewhat similar findings 11f\,\'(, been reported with respect to 
other areas. Only n smnll p('rccntagc of the milk-~Iistributing com
panies in 'Wisconsin WNt', opemting at mOl'(\ than 80 percent of plant 
capacity. For many companies, the figu/'es wcrc 60 percent, and .El 

figll/'c ns low as ao to 40 pr.rcent of cnpacity WitS not uneommon (33). 
S,\T,g .-\ND DgLIVEHY OF li'LGID~rILK.-'l'he usual method of dis

t.ribution is dr.liv('t'Y to homes [l'om rout(ls following all established 
schl'dulc. Among thr. factors accounting for this pmctice n;re the 
p(l/'ishability- of milk, its importanc(' in the food budgct, and its bulki
n('ss. In the small!'r ci tit'S, many ron tes delivcI' to stOl'es, restaurants, 
and oeh('/" wholesn.lc outlets, as \\'(111 ns to 11ol11r.s. In the larger citi('s, 
most. of the wholesale busin('ss is s('grcgated unci serwd by special 
whoh'snle routr.s. Until /'e(,(,lltly, dc\iveries to homr.s were made 
every day. DuringWodd ,\Var II, every·other-day ddi\'ery was the 
genern.1 rulc. Wartime reguln.tions also limited wholesale deliveries 
to 6 days a w('('k. 

Home c1e\iv('/'y from I'('tuil rout(ls is the mOst important distributing 
channel, but sulCI) through stor('s huye inc'(·eas('(l. Between 1930 and 
1941, snlr.s through stort's in Chicago incn'used from less than 25 
percent to about 50 percent of totlll sulc:;, and in New York Oity from 
30 percent to 50 pC/'cent of the total.l1 The store system of distribu

11 HERRMAl'o~, L. F., nnd WELDEN, ,Yo C. PREWAR DEVELOPMENTS IN MILK 
DISTRIBUTION. Cooperative Research and Service Div" Farm Credit Admin. 
Misc. Rept. 62. 24. pp. Xovember 1942. [ProlJessed.] 

• 

• 

• 

http:total.l1
http:wholesn.lc
http:AnLE..~lO:-:-'O(~~~cf.tl
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tion has b(,l'lI encollrugpd by improvement in reftigel'ation facilities 

• 
in storrs, aggl'rssive snll's policies by ('hain-store organizations in 
SOmr arellS, lUlU the dl\\'rlopm('nt of light-w('i~ht paprl' cOllttllJleI'S, 
Till' long-tiul(1 upward tn·nd in stOI'(, sal(·s was I'cv('rscd, tempo1'llrily 
at \ellst, in a few major' markets in 1943, In some markets sales 
thI'ough stores have not explLIl(\ed because of diITl'I'()[ltials betwel'll 
dc>livcrcd and sto!'e pl'ices, Retllil dr\ivrl'irs ill Rochestcr, N, y" 
(or rxample, were 4.2 times as impOl'tant ItS sales through stol'es in 
1942, which was exactly the snme as in 19:~:3, 10 YNU'S earliel',12 The 
pI'oportion which sales nt wholesn\t' W('l'(' of total busincss I'lll1g('d in 
1940·--41 from 40 percent in ),!illtH'apolis-8t, Paul to 79 percent ilt Now 
Orll'ans (tnble 121, 

Onli11llrHy, dc,Hvery service js compJeted by the same firm that 
opel'llt('s the city plant, In only a few huge eities nrc subdcakl's a 
('onsid('l'ah\<, fn.etor, 

TIl<' cost of milk delinry nne! sale is by flU' thc most impo!'tant itcm 
of mn.l'iwting ('05Is. It vitries from markct to mnrk(,t and betw(lrli 
retnil fwd wholesale forms of delinry, In ge[\('['nl, thc !'Unge in costs 
hns 1>('('11 brought out ~y srleetl'd sun"pys (tn.ble 13) but us d!frerl'nt 
m('lhods of cost nnnlysis were used ancl as the data refer to dtfl'erent 
ye(1I'S, dos(\ ('olnpal'isollS nrc 110t wfll"l'Ilnt('(1. Estimntpd eosts of I'('tnil 
milk (\l'li\'(·/,y in quart bottles I'Ill1gC'd from 2,0 ceuts to G,6 cents Pl'[' 
qnill't. The ('ost of wholesale dpli,"('!-Y is lower. 

• 
Payml'Ilt to Inbo/.' r('presents th(' majol' part of til{' ('ORtS of delivering 

mille III Xcw Jersey, wng('sand Sltlnril's nceounted for about lhrc('
.fourths of tho total sall's-aud-delivl'ry costs of retail rout('s, and about 
Uu,('C'-Jifths of tlH' loud on wholrsalc routes (tuble H), 

In th(lory, the eost of dl'li\"l'rin rr milk to ('onsumcrs call bo substan
tially rcdueed. 00Sl'I'\'C1'8 in air PilL'tS of thl' country .ha\"C' ('ullcd 
nHL'ntion to tIll' grpat i1)eJIici('l)cjes that sPC'm evident ill PI'(,Sl.'ut 
mcthods of milk distribution, They havc ('slinll\lecl the magnitude 

TAIII.~:: 12.- Proportion of fluid-milk dis/riliutors' wholesale sales to to/Cll ~(jle8 in 
,~el('dnll/l((rkfls, 104~.P 

----------_ ... ----
Percent 

:.llnn~lIp(jlis·:.lt. Puul 40 
:.It, 1.00lis 42 
Omllha ......... .. 43 
·/loslon H 
(,hlCII~O IiO 
PQnlincl, On'llon . :;0 
lJes ~loltl!'S _ 58 
,"-~)w· York m 
I.os Ang~ll'S tH 
All\lIl~dl\ ' .. Il5 
LOUisville ...• , f.6 
Fre$no ..... H iO 
g"'1l1'lJIenlll 

•• 

.' ......... 7:! 
SlIn Frnnrlsro .......... ", . • ...... . 76 
;:.;ow ()rl~nlls ............ ' ........... , •.• • ... . 79 

• 
I\EltW •• :;S. [" F., nntl WELon'>, W. ('. l'ln:W.\lt rn:n:I,!lI'.u::';TS I:'; lllLI( hl,TItIRI'TIO:i, Cl!oJlernti\'~ 

R~s.>MCh ami ::l~r\'lr" Ph ISIIlIl, FlIrm ('n·dll AdmlnlstratlOll. :'Ilsc. HeIlL. G2, 1942, [Proc..'s;wd) 

12 JOIIXSO!{, 8'1'tJW,HtT. ICO(,IU;S'r}:I( ~H1.K ~1.u(K£TING .\I(EA. XCII' York State 
Agr. Col., Agr. h:COll. ).lim. Bul. 446, Il1,13. 

http:llnn~lIp(jlis�:.lt
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TABLE l3.-Distributors' cos/., o/selling and deUvering fluid milk in various markets 

Cost per :Market Year Quart 

Doston: Ctnu 
Hdall l, •.••••••••- ••••••••••••••--••••••• --." .............................. } 1934-35 { 4.2.'i 
Wholesale ........................., ..........,_._....., .............__••••__ 2. (}I 


Maino (10 IlIl1rkcls)2•• "" .....____...................__....._.........__ • 1034-36 2.411 

West Virghlill (117 PfO<lul'Cr·<lctllcrJ).................................____.......... 
 I03.S-36 2.2 
Nc'" York (02 producrr·drnlers)'. " .............................................. 10:15-36 2.02CaJllornlll: 

Helllil (10 IIfslrlhlltors)' .................................................. } 1937 { 4.17 

Wholesale (12 distrlbutors)·......................................____......... 2.~
,'bIL'llgo; 

I 
5.26t~~I~~U,~:;i;;\:::::::::::::~::::::::::::::::::::::::::::::::::::::::::::::::::::} 1941 { 2. 34 

New Jorsey I: 

net'~~rthern ................................................................. ) 6. 61 

BOIlt\','rn • c.. .. ................................................................ 4.ZI 


WholcSllltr·-l\ortll<:rn: 1941-12 
Cllnss, .. " .• '" ."•• , ...................................................... 3.07 

!'l1pcr _ ...... ~ ..... "............._.......................... ~ ..... ~ .. ,. ....... ~ ......................... "' .......... ".................. .. 1.B.'i 

I\ew 'York City I 
Hclnll: 

6.15 
6. 75slor~~l~HL~!~~I~:~::~::::::::::::::::::::=:::::::::::::::::=::::::::::::::} { 2.101944 

I MIIS.~nchllscttS .~Iilk COlllrol Ilollrd (£6), 
I Dow (Ill. 
l HerrmBnn (15),
• f1ughes (16), 
• 'l'lnley (45). 
I Burllet! (t). 

'SpcIll'cr (~~) • 
.\:npubllshcd tlnlll compiled by Lelnnd Spencer, Cornell Unl\,ersltJ. 

of the sn.vingsin delivery eost which would follow if these features 
were (.'Iimimlted. 

The eost. of labor, b('(,Il11S(' of its relative importance, comes in for 
first considl'l'ntion, It llppCltrS thllt the problem of reducing cost at 
this point is not only 01)(' of f'nnbling mOl'c quarts of milk to be deliv
('rcd pel' hoUL' of wOI'k, bu l !llso rmbl'lLecs the more difficult and con
tl'OvcI~sial one of (·nn.bling mOl'C quarts of milk to be delivered for each 
donnr spent fOl' Inbor, CINlrly, whcre rou tern en continue to be paid 
on It Rll'lli~ht ('ommission bllSis lhe economies Tesulting from an in
('reuse in the rfli('icncy of milk delivery will be limited mainly to sav
ings ill Lrllck-oPNating costs. 

Estimates hltve also b('('n prepared to show the savings that would 
accompany val'ious nssllmf'd ehllnges in the delivery system, The 
magllilud(' of th('se ussun1l'd sa ,rings obviously depends upon the degree 
to which the deliwry systpm would be rcoI'(~anized. Alt(·rnate-day 
delivery of milk nnc! the {'limiulltion of specral dcliv(,l'ies, it is held, 
could reduce the daily miles tra,re!cd in the New Englnnd area by 40 
percent, with the attending savings estimated at about 0.4 cent per 
quart (8). 

More drastie Itrc those suggestions which call for an allocation of 
the market, The r('sult of such proposals would be to give exclusive 
('ontrol of a pllltieulllr tl'l'l'itol'Y to a limited number of distl'ibutol'S.l~ 

Possible sllxings from ndjustments of this kind becomc very 1arl?c 
in te1'll1s of milrs tl'a,relcd, but the actual savings in totltl cost Will 
depend chiefly 011 milk consumption in the area. In a sparsely 

IJ For a ci(,l'criptiol\ of how this type of program has operated in England see: 
New England nest'arch Council on Marketing andF'ood Supply, and others (f8) 

• 


• 


• 
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• settled ar(,a wh('re there- nrc relatiyely few distributors, the' savings 
from ex('lusiv('. t('ITilories would be unimportant. On the otlle'r hann, 

• when consumption is more highly concentrated there is a greater 
duplication of scrvice', and hcn('(' an enlarged 0PPol·tunity for !>avings 
from thc nssig-nlllent of l'xdusiv(' territorif's. Y('t the proponents 
of reorganizatIOn aclmi t thn t a su('c('ssfui ou tCOIllC hingrs on ('Oil trol 
of the eost of InbOl' and profi ts. 

A Illu('h more completc reorganization of the industry is {'on
t('mpil1ted by propollPnts of the plun to opcrute lh(' Illilk-delin·ry 
systrm as It public utility, .Potential silvings to individuill fil'OlS 
have bC(,ll eslilIllltf'd in the Il('ighborhood of 2 cenls pel' qllllrt [83; 
36 i Sfd; 35], Still rtnotlwl' pmpo~nl lending to 11 )o\\'('I'ing of the 
<,osts of milk delivery to indh+idunl (,011('{,1'115 is to rl'duc(' the nmOllnt 
and thr kind of srrvic:es now fUl'Ilish{'d to consuIlwrs. Su('h chnnges 
as nJtrl'llnte-dl1Y deliYer}', 01' thl' !'lirnillation of hom!' deli\'PIT, have 
b('(lIl Bugg('sled, SOI11(, ndjuslments of this kind, it is said, promise 
mOlll'llU'Y slLvings with oilly n small r('dudioll in the nmount of 
('OnSllll1('(' 5('1'\'i('(', Allf'l'!1llte-dny C\('lin'('y pmbably falls in this 
('1I1SS. LI 

• 

It is cvidc>nt thnt 11 ('('orgnnizntion of wholeslLle ns \\'ell as retail 
rOllt('s would hrill~ sin-iugs. It is; not unusunl in some cities for 
two 01' IlIO/'t' cit-alpl's to tiupply milk to th(' SHme store. During 
,Jllllullry l!)4:~. it W!lS found that 8 out of 10 stOl'PS in X(·\\, York City 
W{'fl' obtaining milk f('om 2 01' mo('(' dNdt'I's nnd lout of 2 stores got 
suppli('s from :3 01' morl' dt'ltI('rs, A !'('<iU('lion in the number of firms 
s('rving Itny pllrlieu 1ILI' stort' ('OU lel IC'llll, it is ('\nillled, to It su bstan tial 
d('('line ill thr ('ost of OP('I'ulingniliell's. sin('(' this cost represents 
16 p('rc!'llt of til(> totlll ret/til 5u.le-alld-delivcr,Y cost, Ilnd 21 percent 
of thc wholt'snl(·, At the SIUHe tim!', it must be remembcl'ed that 

TAnL~; 14.--Sellillg (Illd delivery cosls by type of eIpe/l,~C, flllid milk-New Jersey, 
J(J"~'/ ·"~~2 

,----_ .. --""----,-----
SouthernI :-urlll('rtl :-:"W J!'rI'eY New Jersey 

ft!·tnllllnd t Retail andIlUl~I"( rOlltrs " Whol~sa" mixed rOlltes. 
1 family tfHd"J routes family tmde 

------ .----""-.-.- ...... -.----,------ ----1---
J'ercr.nl Perullt Perrelli 

l.nbor._... . .................. _.,. HI 61.3 iJ.8 
Power Bnd Ir~ . •.•.• ."" 1.1 3.0 1.S
Vehlrlc eXIl!'IIS(' 1:1.1 9.3 11,4 
Property e:qw;I!<l' 2,.{) 10.2 ~.G
Olllen elpellSt' ,i 1.0 .11 
.Ad\·erU~lllg ... " 1.9 ito 3.1 
IIlId debts . .0 LI 1.7 
~ll$~'t)IlIlIlCOUS r,~I~'I1.W~ 5.7 10. 6 2.0 

TotaL . ".__••• _••••..•.. , .... I(X).II 100.0 100.0 

/Jpl/llr4 J)ol/(lr~ DoIla,. 
O. 00Ii1 0.0307 O.lH33 

• SpeDC\lf(~n . 

14 l{m·n:I>I.~:. D••J., nnd TW',:-;C\:-;T, .J. L, F:\'l-:ltY OTHl-;U DAY D~:r.I\'F:UY Of' MILIt. 
llhoclC' '!'Iuml Agr. Expt, ~tll'J DCc('l1lbC'r L(H2. [Processed.) 

http:J'ercr.nl
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62 percent of the retail nnd 42 percent of the whol('snle snle-and
delivery costs were made up of payments to lnbor. 

Lo.bor cost is an importnnt item in the totnl cost of delivering 
milk. Depending upon the market and the distributor, the method 
of paymeut to lnbor varies all the way from an hourly wago to strnight 
commission. During 1941, small distributors in the minor markets 
of Connecticut paid a weekly salnry which ranged fl'om $25 to $4~. 
In the major markets, in contl'nst, laq.{l' c\('nlers inciiented thnt theil' 
wnge contmcts applicable, to r('tail l'OtI t(,IlH'n t'i th('I' provide fOl' It 

commission On colle('tions or (01' It ('0111 binn.tioll of commission nnd 
snlnt'y, Strnight, c?mmissions usunlly W(,l'l' 12 16 pel'cent; ('ombin('ti 
sltlary-nnd-eolllllllsslOn method of pIlym(,lll amounl(l(l to nbout $11 
pel' \\'('eit plus 10 p('!'('ent of tl1(\ ('olI(,(·tions (8), In Chiengo, (luring 
til£' Y('III' H141·-42, tht' fLnlllll\1 ('nl'llings of milk dl'i\'e!'s nYl'rngNI 
$2,(W) with lwo-thi~ds dmwing fl'om $2,250 lo $2,750 (40), In 
north('l'H ~(\W .ll'I·SC',\', wngt'l'l a\'el'llg('([ $'!ii,l~ It w('('k, Ilnd ('0ll1tnissions 
it v('l'Itg('d $H,:{8, "'hIlI' in tilt' Sou thel'l1 X(,w tl('1's('y nrCl1, wnges 
nmounled to $7,{\3 nnd ('ol11missions $a5.ua c".n,

The method of paying routc'nwll in Bull'nlo "'llS changed wlHm 
ILll(,I'nnl('-dny d('lin'I'Y \\'f\.~, introciu('('(l, so thllt tlH' stnndnrd bus(' 
plly mnd(' lip It Inl'g(' part of dri\'('rs' ('llmings, This l'('SlIltcd in 
eonsid(,l'abl(' sll\'ingl'l, III SYr!leus(', In\Jol' insisl('d on 1'C'tnining the 
litl'itight commission method of l;('ltll'IlH'lIt, with the l'('slilt lhnt 
Illl!'l'lHlte-day c!l'[i V('I'V not only in('('('IH;('([ <It'i VCI'S' houl'[Y enrnings 
bllt; also r)l'('\'{,lItNI r£'(lurlion in the litho!' cost of dclh-cring milk, ' 

In ndditioll to thl' ndjustm('nls just mcntionC'cl, which 11!'(, designed 
to redllc{, ('osts, sl'\'cml mino/' changes have been p/'oposed with 
1'(,l'lPCC't to milk-c!(,[i\'ery prnctic('s, '!'h('sc in('lude It price indu('('lllent 
for q!fllntil,v pUl'clws('s by jH)l(s('hold ('OnSlIlllers, the use of h('lp('l's 
on milk l'Oulps Ihat S{,I'\'(\ in l<'nsi V(~ snh's IlI'N1S, and It simplifiC'lltion 
of li])!'5 includi))g fI, J'Nlu('lion in the number of products }lJlndlcd, 
in lypl's of botlll' rlosurcs,llnd in lllllnlwr of container .:;izes, '1'h('s(' 
proposals nlso enll for nil im'l'N1se ill th(' usc of mUltiple-quart cou
titiUl'rs Ilnd pnpPl' hollies, 

\IAHKETI.:\G M;\RGINS AND COSTS :FOH nUTTER 

C'OIll'lUIlH'I'S ill {\H' l'nitre! Slat('s pnid an ayerage price of 31.1 
(,Pills n pound rot, tht' hutt('l' th(',Y boughl in 193\L At th(' snme lime, 
for th!' <'qui\'II/l'111 qUlllltit·y of fnt'lll pl'odul'c, tlw dn,il',Yll1nn 1'('('C'ived 
!Lbout 2() ('('nts. Tilt' din'('l'elle'(" or 1J.1 ('('nls, is lhe. totnl gt'OSS 
margin (}(II' poulld tnk('n in (ill' ('OUI'SP of IlssPll1bling, Pl'o('('ssing, 
lind distributing nil bultpr durillg In:Hl. This mll.l'gin will be di\'ided 
il1(o its SP\'l'l'Hl pal'ts IIl1d dpw(·d ill S0111(, ddlLiI. '1'h('s(' d(·tnUs will 
pl'('spnl th(' ('vidpll('!, ('(Hlsid('\'('c/ in Ill'l'h'ing nt thl' ('stimnlNL shar(' 
of til(' \'nriOIlS ('JnimUlIts find. will prodd{' tl. bnsis on \\'lrich to form 
j udgnwllts cOllc'PJ'nillg pmisibl(' l'ptiul'liollS in I he si%e of the lllnrk('lillg 
mn.rgill. ' 

1L is \\'pll ill th(' bpginning to Ilote thlll nl<'l'chn,ndising demnnds 
olll.\' a part of Ihis margin of 1I. 1 {'PIll,;, for out of it mllst he paid 
appl'(lximntPiy 2Ji ('Pllts [01' pro('t'ssing. 1.0 ('(,Ills fol' SII('\) malet'ial 
IlS snIt Itlld (,Olltllilll'I'S, Ilnd pL'J'haps ilS llludl ItS 1.25 c('nts fOI' Ll'ans

• 


• 


• 
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portation charges of different kinds. In all, these add up to 4.8 
cents for each pound of butter, leaving 6.3 cents as the gross returns 
available to m~rchn.nts and shopkeepers. 

This marketing margin of 11.1 rents is equivalent to one~third 
o( each dollal' spent by consumers for butter. The remaining two
thirds UN! paid to farmers. The course of the marketing margin for 
other YNlrs is shown in figure 3, (p. 6). 

Tho mut'lceting margin for buUer is relatively small both when com
pared with that app1icflhle to other dairy pl'oducts Ilnd when con
trasted with thnt ('ha"l1etNistie of othrl' food products. The smallness 
of the margin is ll'ae('able to sevel'al chfll'!lcteristics of the product. 

C~NTS or THE ~GENCY 
CONsuwtR'S 

DOLLAR 

15.2 .. .. Ret.ller 

7,6 .. • Wholesaler 

4.9 .. .. Truck or railroad 

8.2 .. .. Creamery 

• 
".1 .. .. Farm oroductlon 

BA£. 'Si11 

1.'lOt'Hl{ Il.-·Approximnt<' distl'ihlltion Or thc consumer's dollar spcnt ror buller 
1Il1ll\(lrllciurl'll ill Iowa !llld sold ill ~cw York City, 19,10. 

Among till'm Ill't' L'pillli n,ly !'iimplc pro('cssing, fi rapid turn-oyer of 
~tO('kH, :t ('ompnl'llliniy higl. y!tlue fissoeiatcd \vith $m!tU bulk, and 
eo 11 \'(' 11 i('II t pnl'linging for hlllldli!l~ (fffJ) , 

A rlll'l!H'l' HhilI'P('lllllg or po!'spc'div(> 011 the' matt('I' of bultC'I' margins 
mny 1)(' oblailll'(\ by looking fil'St at whllt may he ('nll('d n typknl 
illStlU\('(·. Tllr shnt'e of ('n('h ng('IH'Y whkh ('ontl'ibutes Lo the mOYe
Ilwlll or butt!'!' lhl'Ough this plu'li('ullll' channel is shown in tabh' 15, as 
wl'll f[H ill (igUl'l' [[, 

• 
In. this instnIH'(" dilil'Yllwll 11.1'(' showll as l'e('eiying 21.1 (·(·nts and 

COIlS(lllWl'S as pn.ring 82.0 ('('nts, with it l'i!Sldtillg mitl'gin of 11.8 ('('nts 
pel' pound, All of tlws(' figu!,(IS 111'(' slighlly abovl' those that will be 
USN] lutl'I' to 1'('P"C'S(,lIt IIntioflwidt' Il\'l'r'ugc's fol' Hi30, 
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T.UIl..E 15.-Estimated share of Ihe consumer's dollar paid for butler manufactured 
in Iowa and 80ld in New York City, 1940 

PercentagePrice perAgency of retailpound price 

CenJ8 PercenJ 
Retallcrs .................................................................... .l.O 15.2 
Whclcsalcrs (Inclmllng printing) ............................................. 2.6 7.6 
Transportnt1on (long haul) .................................................. 1.6 •• 11 

2.7 8.2~~~:~~~::::::::::::::::::::::::::::::::::::::::::::::::::::::::;::::::~:: 21.1 64.l 

Rctnll price ...........................................................1----1·---32.9 100.0 

Unpubllshod dutn from I·'urm Credit Admlnlstmtlon. 

MAUKETING CHANNELS 

Ther.e are ruany other combinations of outlets in addition to this 
"regular" produce[·-cl'eamery-wholesale.~-retailer arrangement. Some 
of these are portrayed in figure 12, though the arrangement makes no 
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FIGURE 12.-Somo typical examples of markoting channels for butter. 

pretense of exhausting the list. In emphasizing the numerous routes 
over which butter flows, the chart may be mil'leading. Over many of 
these paths the volume is small. Moreover, some of them represent 
the performance at a country point of a portion of the funct,ions pre
viously carded on at terminal markets. Concentration of butter' at 
the country point is an example. Others represent arrangements that 
may be hi~hly desirable in the ca~e of one firm or one segmen t of the 
butter traae but not at all promising for another part. For example, 
ther'e nre instances in which retail merchants hundle sufficient volume 
to be able to operate a CI'eamery, but there are many more who do not. 
Not a few of the instances, where a flow between two agencies is shown 
in bot.h directions, aI'ise because one dealer finds his supply a little too 
large and another finds that his is short of immediate needs. 

For a proper view of the importance of each of these outlets and 
routings it is necessary to kn.ow the volume involved in each case 
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during the year 193'9, Although figUl'e 13 aims to show this, the data 
fQr each of the many outlets are not available, and thus this flow chart 
falls somewhat short of picturing the tl'ue situation, 

•'''11.'0.''10 CtU"Ut.OW"' • 
wNOI.I'''U'U.IIfI ",",IL !f0."•" 

AU 'JOIIU' ",.,,"0 AI 
"'.cur 0' rOM' rO,;.IIII' + l"Art. 

STOlg(lUIIUt.O•• '" unnrUllOl&.t.L.~US.u.I".. _"OUUUrUIiTi usu, 
01 " " 

BAE04S881J
FIGUnE 13,-I'darkcting channels for buttcr, United Statc:5, 1939, 

VOI,t!;\rE.-In th(' tim('s when producers and consumers were usually 
neighbors, thc dairyman not only produced the butterfat but he 
dlUl'I1ccl and d('livered the butter, either to the consumers' doors or 
to a loeal store, Obviously, this is no IonO'er possible on any large 
s('nle, N o!1('thrless, I1S much as 4 pel'{'ent of the total buttel' produc
tion of 1039 moved into consumcrs' lumds in this way, 'fhe other 
OU p('rc('nt. was ehur'!1('(1 by creamel'ies, 

Tlws(l C'I'('an1(,I'i('s, in turn, sold about 9 percent of the total butter 
pl'OduC'cd in 1939 to household COnS\1111('1'S, A littlo less than one
fOlll'th of this quantity passed through crcamery-owned rctail stores, 
Nelll;ly 1>,000 ('I'('IlmCrirs w('re repolting butter production in 1939, 
so th(;sl' ('ould havo bcen an important source of supply for not a few 
('ommnnit.ies, Another kind of direct sale by cr('amel'ies, amounting 
to 3 peI'('cnt of the totrd, is to industrial and institutional uscrs, such 
ItS manufllduJ'PJ's, mill'oad commissaries, schools, hospitals, and 
l'estaUl'llnts, At the SIlIllC time 57 p('rcent of the total production 
\\'pnt through the "/'eglllal,JJ channel-to wholesalers --and there 
should bc addl'd another 17 perc('nt, to include that part of the 
('rcamel'ies' sllies to I'etail stores which, in fact, passed through the 
J'etailers' warehouses and thus represented a wholesaler type of 
tmnsaction, Accordingly theJ'e remains, out of the total production, 
apPI.'oxi.mately 10 percent as the quanti.ty that creamerics.sold directly 
to retail stores other than those owned by the creamery, 

Pructically ull the butter thllt passed through the hands of whole
salers in 1939 wus sold by them to retail stores; the small remaining 
part was bought by institutional users, 

Not shown on the flow chart is the part played by brokers, agents, 
und commission merchants who do not take title to t!~e butter but 
serve only to bring together sellers and buyers, Many years ago 

http:quanti.ty
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commission sales 'were common; now sllch sales arc the exception 
rather than thr rule. Y(>t this group of agents handled in 1939 about 
10 pel"c('nt of the total volume (47, p. 28). 

WHoLEsALERs.-Both flow charts, in providing only one category • 
for wholesalers of all kinds, conceal much of the dctail('d operations of 
this important segmC'nt of the marketing ('hain. Fortunately, it is 
possible to fill in somr of the missing parts. 'l'he wholesale trades in 
which buttrr sales were of some importance, the' 1939 Census of Busi
ness reyeals, were the dairy-and-poultl'y-produets trade, the dairy
products trade1 and the m('at-and-proyisions (m!Lllufactmors' sales 
bmneh(,5) trade. Th(' ehannels of distribution used by (·aeh of· these 
trades arc shown in table Hi, but those data relate to all sales-not to 
butt('r nlolll'. There is n difl"erencc between trades in the importance 

l'AIl[,E lB.-Sales oj servicc and Umitecl-Junction wholesalers, by classcs oj customers 

l'~rcl)ntng~ of totnl sales to
-.'['rndo 

Other Instltu- lTollseho1<!wholl'- Retlll!~rs otherstlons COlummerssnlers I
·f---~-

!Jerce"l Percellt PaCtllt Percellt Perct1I! 
1JIIlry lUI! l poul tl'Y products ". -""" .......... - ... 2:1.0 11.0 04.1 1.5 0.4


dUCIS. . .••• _______ • _______ ~ 

lllliry pro •• 18.7 5. ti 65.5 0.0 .3 
MI'alSIIII " provlslolls ••••. _. ______•______ .. <') 9.2 83.9 <') <') 

-
INot IIVllilllhlc. 

('ensus olllusllless. Wholesllle'I'l'IIdc, 19a9, \'01.11. (48, p. 1£3). 

attached to variolls types of buyers. In two of the three trnde groups, •wholesul(,l's' sales to other wholesalers amOlinG to about 20 percent of 
their total sales. Sueh sales uny b(l thoughli to reflect primat'ily sales 
made to jobbers. 'rhe meat-.tnd-provisions trade, in contrast, sells 
litLle to other whol('salers for it places more than four-fifths of its 
output directly into the hanch, of retailers, by opcmting l'outes to 
SPI've retail stort's, In nonp of th(lse trades do sales to institutions 
nmOllut to morc than 12 per('('1l t. 

The data in tnble Hi give It general picture of the 'proportion of 
butte!' sold by the wholesale trade to the principal types of buyers. 
It is posRiblc, in addition, to show spec:ifically how foul' groups of 
spleded wholesrue firms have been directing their sales of butter. 
The d!Lta shown in table 17 arc for selectcd companietl; al though they 
('anllot profess to represent the picture for all wholesalers, the com
bined sales of thes(\ concerns reach approximately 60 percent of the 
total butter produced during the yenl'S to which the data apply. 
Several observations seem to follow from the table: 

(1) Wholesale grocers do not appeal' to be a large factor in the 
butter trnde. Retailers look to the more specialized handlers for 
this part of their purchases. 
. (2) Sales to wholesalers othel' than wholesale grocers are not em
phasized by the meat packers or the producer cooperatives, yet they 
make up a little more thaD one-fourth of the total sales of the dairy 
cnmpanies and the wholesale butter distributors. 

(3) Sales to retailers are of major importance to meat packers .and 
the producer .coope:r:ati:v~s...Thej. al·e. less, emphasized .by butter • 
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distributors, although they still comprise the largest single outlet, and 
they account for' about one-third of the sales of the dairy companies. 
To be noted is the differenee between these four groups in the propor
tion of sales made to chain retailers and to independent retailers. 
The meat packers serve the independents, primarily. The dlliry 
companies serve both independents and the chains. The sales of the 
other two groups, although loaning in favor of the chains, are divided 
more nearly evenly between the two types of retail organization. 

TABLE 17.-Butter sales of selected ·wholesale concerns, by types of purchasers, 
1984-85 

14 wholesale 10 meat 12 dairy 8 producerl'urchusnr butter dis· packing companies' cooperatives'trlbutors I com' anles' 
--------------/---_./-- -------/--- 
Whol~slliers: Percent Percent Puceut Perctnt 

(Jructlrs, ................................... 5. on 0.10 

Otl\l'r~' ............................__...... 27.\\2 2. \Xl 2k ~~ ··....·..·9:47 


Chafn stores. " ._ ........................... 2:1.0a 0.01 
 .2il: ;\i 40.60Independent rtltllll Htf)reS ...................... 17.110 72.88 

Institutions lind UllI11Urllcturers ................ . 18.00 5.2U 
 a. 00 ..•..-·.. ·ii~ii 
Others: 

Halite l'uslolJlcrs , ................................__....... 2.55 35.65 31.00 

Nnlspl·cltkd............................... .0 4.1:1 a.3·\ 5. U 


I\h·rt~lI1tl1e cxclmnges..............................__...................... 2.24
.97 ...........:8"

Oovernment................................... 7.07 2.0U
-----/._---/---- 

'l'otal ..................._..............._ IOU. 00 100.00 100.00 100.00 


• Include~ th~ rollowlng companies lind thclr dumesticsubsllllnrfes: Cllrl.~hlcrs, Inc.: Dellnett & Layton.
Inc.; O. H. W\'II\'er,~ Co,; Empire l'rotlllCf\ Co.; (lude Bros.: KeitTer & Co.; I1unter·Wullun & 00.; Jerpo 
Commission Co., Inc.; Kuhner Packing Co.; Schcrl"'r & Co.• Inc.: Lewis-Mears Co.: Milos Friedman 
Inc.; Peter ]i'ox SUllS Cu.: 'I'hc Whe'ller Corporation, nlld Zenlth·(I'ldlcy Cu., Inc. 'l'helr combined volume 
WIIS \015.7 mlllion p,"mds. 

, Includes the rollowlng eomplln!es and their domestic subsidiaries: swlrt & Co.; Armonr & Co.: Wilson 
& Co .• Inc.; the Cnlhlh>' Packing Cn.; John Morrell & Co.; lind Klngtln & Co., Inc. 'l'he combined sales or 
these compllnit's WIIS :t17.1 mllllun pounds. 

• IncllHi('s the rollowlng eornpllllws lind U",lr subsldillrles: National Dlliry !'rodllcts Cor/,., the Borden 
Cn.• B"lItrlce Crelulll'r>' Co.; the Flllrrnl)lIt Crt'III11('ry Co.; Curnation Co.; Pet Milk Co.: (10 den State Co., 
Ltd.: Western Dlllrll·s. Inc.; CrcIllllcrfc5 or Alnl'rICll. rnc.; American nllir'I,'~. Inc.; North Amerlcall Cream· 
"des, .Inc.; lind Ow (lreM Atlllntlc untl ['lIcrne '1'('11 Co. 'I'he comblnell bUlter still'S or theso umounted to 
4:11.6 million pounds. 

• IIll'ludes till' hutll'r Sall's or the rolloll'lng Ilssoclat\ons; nlllrynwn's Lcngllr. Cooperative Association, 
fnc.; i\'UIV Englullli Dulrles. Inc.; 'l'wlll City M ilk l~roducers Assoclutlon. fnc.; Consolidutell Duiry PrOllucts 
Co.; Chlllll'ngl' Crt'lln. nnd BllLll-r Association; LlIlId O'Lllk\'s Crl·lIl11erles. Inc.; La VlIlI." Coopemtive
Crl'lllnr.ry Cu.; lind 1011'11 ;;tllle Ilmlld Cn'lIl1lcl·les. Inc. 'l'he cOInblncd blltler silies oC these comJlllnies 
IIlIlUlllllcd to 151.7 mlllton pounds. 

I rnChllll'~ hrok('rs lind conllulssiOllltousl'S. 
, rn(,ludl-s route slIlI's to homes Illlliinstltutlonnillscrs lind, in the elise or tho producer cooperatives, to 

r"tllll stores othl'r thlll!. allllins. 

~'edeml 'l'rndo Commission (57). Adllpted Crolll tllhlcs 30G. :112. lIlIll 0121. 

(4) 'rhe position of sales to institutions cannot be made out clearly 
in the ease of the dairy companies and the producel' eooperatives, for 
under the "others" h('ading is included a volume of sales that un
doubtedly is made to illstitutions but could not be segregated. In 
both installcrs this volunw is undoubtedly lar~el' than that shown. 
Insti tu tions form one of the more important au tlets for the wholesale 
butter distributors. 

(5) So.J('S 011 t.he lllPl'f'ant,ile ('xchangp al'e reported only by the dairy 
conccl'I1s and.in tL volume' equal to about 2 pe'l'cent of their total butter 
sales. 'rll('Y f!lay have b('('n included in the "others" classification by 
the otlwl' fir'IlIs and thus bceome lost from sight. In any event, the 
volume seems Lo be' very small. 

'rhis then is the wltY the opNation works out at the wholesale point 
in the mal'kl'ting chtLlllle'1 for' butteI'. It is to be remembered that 
fir'ms of this kind operate mainly in the larger urban areas and that 

http:Crl'lllnr.ry
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some 30 percent of the total butter is not handled b1 them. This 
intricacy of marketing pattern is not characteristic of all butter. 

Additional 1i~ht is thrown on the flow of butter through wholesale 
channels when It is learned where these concerns bought their butter. • 
Once again the exchange between wholesalers is clearly evident 
(table 18). In two instances such transactions constitute between 15 
to 20 percent of the total. Thern ip. 31uprising variation in the rela
tive quantities bought direct from creameries as well as in the relative 
dealings with brokers and commission hOllses. 

The business of these splected firms,'as pictured by tables 18 and 19, 
illustrates the highly flexible nature of the marketing armngeml.'nts 
for butter among wholesale traders which, in part, explains why the 
marketing margin is relatively small. 

TAIII.I:: IS.--Purchases oj buller by selected wholesalers, by source oj supply. 1934-35 

Source o( supply 
4 cooperative III milk and 

milk nnd .mllk products 
milk products: cOUlplilllcs
nssccintions 

\0 meat 
packing

companies 

14 wholesale 
buller 

distributors 

Perct1l1 Perct1lt Percrnt Percent 
Other wholeslIlers .•.. , ,_ .••• .•••••••••••••••••• 
Drokers and cOUllllis.qlon houses................ 
Olhers......................................... 

5.81 
2.40 
.4" 

IV.IO 
26.0,1 

I i:l 

1.28 
11.69 

............ _ 

I 16.30 
9.07 
2.48 

Creameries........ .•• .......................... 00.70 2O.3U 71.35 69.46 
Marketing cooperatives. ....................... •tH 32.73 15. e.S 1.79 

1--------·[--------1--------1-------
'rotol.................................... 100.00 100.00 100.00 100.00 

13.6:1 percQnl bought (rom chaIn grocf)ry·storu compnnh·s. 
Federal'l'rnde Commission (67) ••"dllpted (rom tables 3Oti, 312, and ~21. 

IMPORTANCE OF BUTTER SALES TO VARIOUS HANDLERS • 

The importance of bu tter sales in the total business operations of 
the various agencies is not the same. Difl'erences begin to make their 
appeamnce at the fal:ms. Some farmers are mainly dairymen. For 
others, dairying is merely a sideline. 

Another distinction is dmwn along geogmphieal lines. Some cen
ters concentmte on milk production, whereas in some other much 
lIu'ger arcns Cl'eam accumulates only in small q uan ti tics daily. Dif
ferences such ns these may hn ve far-reachin~ conscq uences, for they 
shape the volume of milk to be handled, affect its quality, and in 
many ol!lCr' ways illfluel1ee the proeessing and marketing of butter 
and place definite restrictions upon the cost-saving changes that can 
be made. 

With few exccptions, creameries are specialized butter producers. 
Most of them make butter and little else. N evel'lheless there are 
areas where, seasonally, milk production exceeds the needs of the 
fluid mar'ket, and this surplus mny be converted into butter. Here 
butter is an incidental product. 

There are areas, notably in Wisconsin and the Pueific Coast States, 
where plants are so equipped that milk may be directed to anyone 
or to a number of products. Butter' is one of them. In plants of 
this kind whole milk must be received from the farmers and this 
milk must be of stich fl'('sblless and quality that it is suitable for all 
uses. Even if such fie:xible plants invariably could make savings, a • 
gPllcml usc of them would have to wait UpOIl) and be limited by, 
the prQducLion in large volume of qU!.!.lity milk. 
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TAlILF. 19.-SaleB of butter and checBe, by typeB of wholeBaler,' trade, 1989 

Percent~~ft 
butter and 

I Percentage
butter and 

chet'se sales are cheese 8ales are 

Trade 

or total sales 
b:r-

Trade 

or total sales 
by

---;----
FIrms 
han· 
dllng 

All 
IIrms 
In the 
trude 

Firms 
hnn· 
dlJng 

1I~~s 
I th
(~d: 

----------�·- ----- -~-------I----
Service and limIted (lUlellon Servlco and limited runctlon 

whole.·lUlers: wholesalers-Continued Per· Ptr· 
Fllrffi t'OllSumer good~; Per· Per· R8tniJcr·coopcrath·c ware· cell/ cent 

Dairy 1\11(1 poultry prod· cent <wt houses......... __ ........... 6.1 3.0 
ucts ................._.. 51.4 40.9 Orocerles (sp/lClalty lines): 


Dairy prodncts .••. ""'" ~3.5 27.1 Canned roods............. 10.2 .8 

Poultry nIHI poultry ]O·lonr..................... 11.4 .1 


pro.lucb .....".,. 5.2 .f l\TMis and provisions..... n.4 1. 2 
Fre..h rmll, nnd vega' Other ................... 20.4 3.0 

tahle.~ ................. 2. I .1 Manuracturers sales brnnchllS 
Other ••••••. _...._..... ~b.2 16.8 (with stocks):

Orocer",. (geneml line): Specialty roorls: 
OrO('or wholl':lnh"s., ..... 2. I . 8 ClUUlod rood._ ........... 16.2 3.6 
VollI!1tar Y grollp whole· l\fent and provisions •••••• M.3 7.8 

salers "'"' ....._....... 1.7 .7 Other.................... 10.9 .1 


Census or Dusille....~, Wholesale Trade, 1930, _01. 11 (48. table 8,1). 

All told, most cream('ries have to depend solely upon butter to pay 
their cost of operation, and so creamery costs and the factors which 
affect them can be observed, with some degree of precision. 

In rontrast., the cost picture becomes increasingly more difficult to 
make out in the case of those marketing agencies located closer to the 
consumers, because of the greatly increased number of items they 
customarily sell. As the number increases, butter contributes a 
decreasing part of the total sales. 

The Census of Business of 1939 has compile~ figures showing the 
relative impOI'tance of selected commodities to the total sales made by 
various kinds of wholesale trades. These tablllations bracket butter 
and cheese togf'ther, but the combined figures reproduced in table 19 
will serve to mark out the maximum proportion that butter could be 
of the toUtl sales of each group of wholesale merchants. IS The 
g'enern]ly small eontl'ibution that butter and cheese make to the total 
sales of wholesalers is noteworthy. Yet two trades report an impor
tant volume of butter and cheese-these are the dairy-products trade 
Ilnd the dairy- and poultry-products trade. Probably all of the 
sp~cialized butter handlers are found in these two trades. Of the firms 
included within the dairy- and poultry-products trade and the dairy
products trade that handle butter and cheese, nearly half of the total 
sules during 1939 consisted of these two commodities. But not all 
firms within the trade stocked th(·so items. Therefore, the proportion 
of the butter and cheese sales to the total sales by all members of the 
tmde are sHghtly smaller in the case of the dairy and poultry trade, 
and eonsiderably smaller in the case of the dairy-products trad{'. 

The small importnnce of the butter and cheese sold by general
line whoi('saie grocers is to be noted. Their sales of these two products 

I~ Consumption of butter is about three times that of cheese. though it cannot 
be IlBsumed that the sllies of these concerns were divided in this manner. United 
St,ates Department of Agriculture (51). 
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is smItH both in terms of thp sull's of those who sLock butter Itnd in 
terms of the tl'lld(' as a. whol(', 111 th(' ('use of ntanufarlul'l'I's' sales 
bran('/I(;'s, OIWl'ltlrd by the meat and provision trade, butter Itnd cheesc 
('ontribute about 8 p(lI'(,l'nt of their total saIl's, This trade is said to 
be It subslllntinl flletor ill tho bultpr market, A considerable number 
of the tl'lldes lisl('{l in table 10 show ntther substantial sales of buttl'r 
Ilnd ehcese but be('ntls(' sO fl'w ('OIH'el'ns hnndll' thl'se products their 
impodall('e to tlte tl'lldc' as a whole js minor, 

'l'hl'l'c are no similur dlltu, for I'<'lail m(,l'chnnls, but the situation 
in rl'gflrd to t1wm may br pX(}(l('lpd to bt, (lss('n tially th(' same, '1'hel'(\ 
111'(' rPlaih-I's who SIW!'ifililw in dairy pl'odu(,ts (but s(,ldom, if ('\'('1', 

is th('('(' nn exr'lu'iin butt('1' stOI'l') und for tIl('S(l stOI't'S the ('onll'ibution 
of hult(11' to tolal salc's mny be t'xpt'C'ted to 1)(' sOIllC'wll('I'C' in the Ilpigh
bodlood of the' 30 to 50 P('I'{,(,1l t shown for thl' l wo s(wl'lnlized whoh'
sale tmdl's just flH'lltion('d, 

But it dif\'PI'('II('(' is to 1)(' pxp('('t(ld, As butll'I' .is ('('~ulltrly n(lpdpd 
by ('OnSUIlH'I'S, it is Iikply to be sto('k('(l by ulrnosl ('\'1'1',\" food l'l'lnill'I', 
Ac('ordingly, while til(' portion of the' totnl snIps lhat is ('olltl'ibutpd 
by butter mny hp('xppcl('(1 to fnTl wilhin lhe rnngc' of 5 to 10 IWI'C(lnt, 
thl' proportiol1 of bullc'l' to the total snl('s of itll foodl'etnilpl's will not 
fnJI 011' sllltl'ply from this levpl. It did dedille shnl'ply in this I't'sp('{'t 
in the rasc of most spgmpn ts of the wholesale food ti·ndt'. 

In short, wilh l'I'Spcct to both wholesalrrs find ('('tailors, hutlel' 
(ums out to be just one of many iL('ll)s stocked, .At thl' Stlmo timl', 
the stol'e-wide costs of op(,l'Iltion of both retaill'rs and whol('sal('l's 
arc th(' I'Pf;lrl t of thl'il' (,n lil'p OI}('l'Iltion. One comlllodi ty mny ('011

tribut(' mo('(' thall its proportionatc' ShILl'(' of that totnl eost, and another 
l{,ss, but lhp slol'('-widc ('osts al'e the I'('Sltlt of a hl1.1al1eillg out of lh('se 
cornmodi ty con t I'ihu tions. A ehallg(> downward in on(' mltl'gin usually 
will ('nil for an ofl'sl'lting rise in thl~ mnrgin on somp otiH'l' commodity, 
Thl're is no 11(>( gnin in this sort of change, although a particular 
commodity may 1)(ll1elit from it, 

DI\l510:-; OF THE CO:-iSU)IER'S DOLLAR 

Up to this point the ohj('C'tiV('f; hiLve been twofold: to d('tennine 
wllllt Wl'['P the bulll'I'-mn.l'keling i'lllHlIlpls in 1D3!) nnd to I1l'ri ve ut u 
m('aSUI'p, of thp importnl1ee of (,Ilc'h chl1llnel in t(,I'ms of tllP hull('1' 
tmHi(' hnndled during tllIlt yNIl', Olle l'ouling-,thl'Ough the ('I'('l1n1(lry
wholpsak-rpUdll'I' ··wns found to be of mnjol' impOl'tl111(,('. Y pt th(,I'c 
W('rl' otlH'l's. ~ow all routings Ill'(' c'ombinpd in sUr'h It wily iLS to 
yield n. ('ompo:;ite piclul'p of the .I oan margills Luk('n Oil IlII butt('I', 
wh(,I'('V('I' pl'Odll('('d itnd IHJ\\'C'V('1' mal'k('t('d, 

For lids PlIl'l)()S<', l'slimn.t('SIU'P 1I(,l'clNI of lhl'l'l'lnti\'p VOIUllH' mo\ring 
through Pilch IIllll'kdillg' citnllnpl. rl'lH'~H' Ill'e l'p('ol'(lNI in figul'e 13. 
TI}('II ('f;linlltU's 111'(' Ilel'<if'(1 of til(' gross mUl'gin 1)('1' pound of buttel' 
ill 1939 tllkpl1 by (,I'('nlll('ri(IS, tl'HnSportiltion IlgPIl('i('s for long huuls, 
wholC'snlt·l's, lllld l't'tuilel's.lO 

With su('h mltt(,l'in.ls Itt hund it is possible to makp lhrl'p pstimllt('s 
Ilppli('ahl(> to til(' YNU' 10:W, TIH' first will f;how tl\(' gross margin 

I~ [n thr ord('r nllltH'd, til!' appropriale r~tilllnl(',; Jl(Or pound of butter, which 
arr d('V('JOpNI r"'('lI'h<'rp an' ,1.2 ('enI", O.:'i (,Pl1[;;, 2.'1 ('('nl;;, and 4,0 cents, Thpiic 
J.{ros,.; mllrgins Ilre pqllivnlcl1t, r('specl h-ply, to J7 pt'r('(' II I , 2 percent, 8.8 percent, 
1I1le! 12.1) percent of the tilllc'" \'Illuc of buller at the timc Lbe chllrgcs arc applicable, 
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taken by each agency, the second will disclose the gross margin claimed 
for each of the marketing functions, and the last will divide the total 
gross margin of all agencies into various types of expense . 

SHARES BY MARKE'l'ING AOENCIEs.-The margins taken by the 
several agencies recorded in figure 14, reflect the sales made to all 
types of customers by t.he members of each ngency group. 

CENTS OF THE AGENCY 
CONSUMER'S 

OOLLAR 

16.1 + .. Retailer 

6.4 + + Whol.saler 
1.6 .. Truck or r.,lrold+ 

11.6 + .. Cr.amery 

64.3 + .. fa,m production 

BAEesw. 

FiGURE 14.-Approximate distribution of the consumers' dollar spent for butter, 
by ~gencics. 1939. 

It is n. matter of common knowledge that the prices paid by various 
customers differ and one of lhe rrasons for a branching out from 
"regular" channels is to srizr one or more of those a(h'antageousprice 
situations. ]'or examplr,it appears that crenmerirs, when aU types 
of snles arc lumped together, are ah\(' on the avel'l1ge to get about 1 
cent mOre per pound of buttrr than if they had sold exclusively to 
wholesalers. However, incr(,!l.sed costs accompany the increased 
returns. 

Total transportation charges of butter for long hauls, when pro
rated against all butter, arc estimated to comprise about ~ cent a 
pound or l.6 cents out. of the consumer's butter dollar. This charge 
is small because, for a substantial yolume of the total butter sold in 
the United States, no long-haul transpol·tation charges are applicable. 
]'or all class I railroads the avernge revenue in 1939 derived from 
butter amounted to about 0.9 cent per pound (52). About three
fourths of this represents long haul, paid by the creamery. The 
remainder represents short-haul charges paid by subsequent butter 
handlers and appearing as one of their costs of doing business. More
over, about 10 p(\J'ocnt of the totl11 production was transported by 

702080'--41----G 
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t,ru(~ks to HI(' fOllr Il1 I1j 01' lllfll'k('ts. TIlt' ('hnl'ges fOl' this rnov(,lllent 
I1rc, ILssluned to be not gl'Ptttly (\ifl'(,I'eI1 l fl'OIll the Cillll'gl'S by rail. 
Chnl'gl's (01' icing, which hn\'(~ hC('Il irwludl'd in the %-C'pnl transportl1-
Lion fcc, nl'n ('stitnnt('(L I1t 0.04 ('(,I1t p('r pound for Lho y('nl' covered. 

'l'hn whoIesnlpl's' margin in 19~~9 when computed Oil the bnsis of nil 
bllLl('l~ mlll'ket('d, is ('stllllll,t{'d nt 2,0 ('('Ills pel' pound, The tnlLl'gin 
of I~ntnil('rs, inc,llIding institutions, nmollnts lo 5.0 cents P('I' pound, 
1i'l1rtn(,I's' n::lul'lls from olltlds olll('r than lh(' eI'l'nmt'ril's nro already 
rcflf'd(.'d in thr prie(' tlwy n\{'pi\Tpd, 

SHAHI';S IlX H'UNC'I'[ONS,--TIH' C'stimntpd di\'ision o( the 1939 gross 

IIlllrgin n('(,Ol'ding to fUIl('tiOIiS is showll in figul'(' 15, 


fmjmifMil .. 11 W"ottutjJ~. 
.. 1 6 T,.~,pottiluon 

+10 O. PI()(.CUlnj 

.. 35 Anembl~ 

.6<&J h.m CI'odiltltO" 

BAE 45N5 

~'IClUltt) 15,-Approxilllulc distribution of Lite consulIler's dollar spcnt for buttcr, 
by fUJlctions, Unilcd Slates, 1939. 

Milk IIlUSt be. Ilss('mbled from ('ountl('ss flU'IlIS before crollmeri('s 
(;ll.n Iwgin lo ol)(,l'ILte, SOIlll'tinll's til(' furtnpl' himself brings his prod
uct to the Cl'pnll1('ry, sOll1ctinws Il ll'uclwl' I1SSUIIlCS this ehorc for 
several fOl'l11('1'S, l~i t\H'r pllln is fpllsibll' onl;\T in those arens in which 
milk prociu('lion is of SOIlW impol'tnnce nnd the htwling distnnce is 
l'elnliYcly short, Oll\t'l' IlI'mngcllll'n ls fU'P 11('<;eSSI1I'Y wlH'1l farms nre 
scattered nnd milk pro(\lIetion 1)('1' SqlllU'P mile' is smnll, In these 
instnnc('s, tIl(' flu'mN may ship by {'ommon t!lI'l'i('I', or local crenm stn
tions mny provide' lh(, gn thf'ring point (01' thl' eommodity, The 
fnrmcr, ns 11 l'lIlt', must gl't buek his 0"'1\ hnllling costs from the pricc 
paid by til" CI'pnllH~ry wltPIt 11(' bl'ings his product to til(' cl'pnlUcry 
door, 'I'll(' snm(' would be It'lI(, if t h(' fill'lUllr paid lhe dHLl'grs I(.'yiod 
by trllnsportation ngencips. H n,ll fnrm('rs hnd pnid tht! ('ost of locnl 
hlluling in 11);39, no ilss('mhling ('osls wou1d b(.' shown in lhe PI'l'SCllt 
cllIClIlntions, for tltt'S(I IU'P illt~nded to show only lbe n(:tllnl chal'gt's 
paid by protessing 01' mnl'.kt'ling ngencips during thn.t ,'('iU', 

Some cr('l\Il1('rl(,s pay It pltrt of th(' go,lh('ring ('hIll'ges, 'rltp widcr 
Lil(' territory {)\'('I' whieh lL ('n'nmPI'Y nS8('lllb\(>s its I'nw Il1ntcrinl, the 
largel' will bp its nsspmbling ('osls, CI'(,ILl1lcl'ip::! lhnt gn,tlier froUl fl, 
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wide' Ill'l'll. 1l.t'(1 knoWIl illS (,PJlll'filizl'I'~ !lJlel thpil' pmt of the tOUtl produc
tion of Uti UN' is psiinmtl't\ to Iw 11 Htth> lpss than 30 1><'I'Cf'llt, with 
c1mq:~('s for hoth ll'll.llsporlntion nnd ('I'l'/Ull-stlltion OPNlltions l'sli
nll1L('d ll.t 2.4 ('PilL::; 1)(11' pound of hutt£>I'. ~ron'o\'t'l', rOt, 11 volume 
ll(>n.rly ns Itu'ge 11 ('hll.l'gp of nhoul I,;') ('Pills is nsslIltw(\ by lh(' ('I'NtIllPI'Y 
ns inbollllll eXpl'llSl' borJ1£' by iL In 1111, I1S It Wi'," J'Oligh npPJ'oxiJllli
tion. 1.1. (,Pills is s('t down ns I'('pt'('s('nling tilt' ('ounll'Y nssl'lllbling 
('hnl'gps, 

80 LlH' fil'l'lt of 01(' OlltL'kl'ling fllitetions foJ' butll'I' elnim::; IlbOlll :t5 
JH'I'CPllt of llll' ('OIlSUIll('I"S dollm', X('xt ('Otn('!:l pro('('ssillg whkh, ill 
till' IJI'C's('nl e\nssificnlioll, inC'iudl's [L1l of lit(, tnsks pprfol'nwt\ nl the 
('rNwH'I'Y, !lot only llw lpdUlLc'nl work ('oming \)('fol'(1 Ilnd ufll'l' ('htll'll 
ing but ulso puc'kiJlg, tl'llIpo('nl',\' :;torng(', loeul dl'ityng(', !lnd sdlirw, 
A ('bftl'gC' of :3. t ('('Ills PI'/' pound of bullt'I' is l'Slill11ttN\ ns the c'os!' ~f 
Pt.'or·f'ssing, which ('()Iuds to Pt'I'('pnt of till' COIlSlIUll'I"S (\ollftl', 

11'01: ('('lni! lIlld who\psnlP dl:;l('ibution-whi('\l ill\'o\n's t'('c('idng, 
Ilfllldling, Htol'illg\ 'l('llin!!, loclIl lI'HI.lspol'tnlion, finllllelng, lWeI tl host 
of olhpl' tasks till' lotnl !'lIHI'g(' in 19:H) is l'SlimlllNI to hiwe been u,4 
{'(lilts 1)('1' poulld of btl ttl'l' OL' :!(J.(i P('ITl'lI l of l(H' lotn.\. 

:::-;\1" ItI~S BY Ex I' (';:-.'8 I'; rTI~;\I;;, 'I'll(' flnn\ I'PtLl'L'ungP!ll('nL of thl' 
ShiU'PS is mndp to brinK out type' oC ('XPPI\:-;l' (fig, lu), The largest item 

<:*"",,'1 

+ 11 6 No1 cr."I"" 
" 16 Trl"~port.lla. 
.. 22 ProUt, 
.. 4,2 PrObert., 

eo .. 1.2 p.J't"n~ ",lIllftat\ 

eo 

00 

10 

ME ...... 

FI!'l~'It~l Ill. Appr{)ximate di"triilllliull of the consUlller'lI dollar Sp(~uL for b'lItter, 
hy t~;P(' of ('''[ll'i1~('. t'l1ited ~tl\te~. 19a9. 

('X('cpt fol' tlw ('ost of hut t('!'fllt is fol' \\'llgVS nnd snliu'IC::;, 'rhis item 
nlll(Hml,; to 4,0 ('P11ls 1)PI' pound of iluttl'I' l\n<1 12,0 PPl:CNlt of th(' 
('on8U1II('I"" dollar. hut in ('r'fIls of the' grO;5:; IrIlu'k('ling margin of t L I 
('(11\['; wngl'S nnd snln.I'ips mnk!, tip Illon' llllllt it third of the totaL 
PropP!'!y ('Xpells(' which (,llIill'll(,P'; "licit ilpm,,, ItS [axe,;, dC'IH'Ccitlltoll, 
r<'IHtil':'\, ['('Ilt. but not th(· ('\),;[ l)f ';lOI'Hg(' ill public: Wlll'l'hollSCS-
UllwltJIL,; to I.;~ C('Jl(!'l {WI' POI/HI! of bull!'l' 01' 4,2 cents 011 the dolinI', 
For pll('kl\g(~, "a~lt. (·\l\lII'ill~. l\,!'id. stltl'tt'l~, nnd 1I1'utl'nlizcrs, lobe Loin.l 
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expenditure is estim:l.ted at 1.0 cents a pound for all butter. Tho 
details for other and much smaller items am not shown in the chart. 

The item designated "not chtssified" is of sufIieient size to suggest 
that not all of the expenditures which should haYe been included 
under on(\ of the other expcnse groups have been so included. To the 
extent of lhrsQ omissions, these ('xppnse cstimates must be considet'ed 
Its conservntive. 

AN.-\LYSIS OF MAHCINS 

The nuu'hUng mau'gin for butter in 1030 was smnll compared with 
the mnrgin fol' mallY other agricultu['al commodities. ~Jol'eov('[', since 
1031 Litese pr('war 1I11U'gins, 11S reflected by the sl)('eI1d beLw('cll retail 
I1nd fnrn, pl'ites, hav(1 ('hanged but little from the 11.1 ccnts margin 
Rpplieahlr in 19;30 (fig. a). Y('t in thl' precrding (/('('Itde the mlLl'gin 
eentl'J'{'d ilL ahout 15.5 cents, which implil's that a substlLntifLl I'('<iucli'i)[} 
in ('osts hILS Utk('1i placl' within till' 20-year pel·ioel. This may be tho 
ell,se, yc'l in lilt' Ntl'li('1' d('(~ade thc IcY('1 of retail prices wns about 50 
cenL'! It pound for butll'l' while cill1'ing lhe 10 yeal's thn,t followed the 
lev!'ll'f':ll<·d in lh(' IIC'ighborhood of 35 cents, 

It is lu 1)(\ C'xpe('t('d that mnl'1wling and pl'ocessing costs, when the 
levC'] of pl'iers for all ~oods is high, will exceed those that apply at a 
10wl'I' priC(' 1('\,£,1. It 1$ this adjustment in price level whieh explains, 
in pllrt, th\, ehlLng('s .in tho butlel' margin, At the higher leyel of 
pri('{'s pl'('vnilillg dlll'ing Lho decado of the 1920's most expenses wero 
high(,I·. SOIlH' indicalion of the modific-ntions thaL took pIncc with 
til(' ('omillg of the 10\\,('[' priee lewl is ilIusll'fitt'd by changes ill creamery 
cosLs of S('\'(,I'1\1 (~oopcmtivc cl'rnmeries (tnbh' 20). From 1020, when 

TAIIL~: 20. Opl!r(lliT10 rX]lrns(,1I pcr poulld of butterfat of creameries at different 
price levelli, 1929 and 198.~. 
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nil priers W('rp high, to the C'xlr(,m('ly low pr'ic('s of 1933, cr'eltmery 
costs, in !tll, [(·Ilnhout ao pel'(~('Ilt. All expenses dcdined but thos(\ for 
wngcs and snlsu'h'R underw('nt nn csp('cinlly shnrp ndjustm<'llt. 

[t npp('ars thnt, the ("lIlI'SO of buU('t, margins during the years to COIlle 
will be dos('ly bound up with the COllrs(' tak('n by th(' severn1 kinds of 
expemiC Hems, pnrti('uin:riy wages Ilnd salaries, But margins arc 
compl('x things, They ar~ partly tl)('result of the unit costs of things 
bought and partly the ['('suit of the ('fliciel1<:Y with which nil n.ctiYiti(~s 
nl'(, (~n.rried Oll. ] t remains to be seen whcth('r increased cfIidencY cnn 
offset in(:r('!I.sNi ('Ost l'ntl's for things bought, nnd the smnlle.r margins 
of t.he' decnde of the 1030's ('ltIl be maintninr(\ in the fnct' of rising price 
levels. 
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As II. final step, there ["('mains the task of seeing in what WIl.y butter 
margins may be rcducpd. 

• ASSEMDLINO.~··The costs of assembling arc the expenses associated 
with gathering ('I'('IU11 or milk from producers, It would appear that 
these cxpendiLul'ps-- Ilt I('ast the portion of them included in the 
marketing margin-have iuel'eased within the last 20 years, This is 
tho r('sllit of the gl'owing tcndpney of 10GIlI creml10ries to pay a pllrt or 
all of Llw inbound ('osts, wh1'I'('II.S pre\'iously the flll'mers absorbed 
the cost. 

BuL til(' p/'Ilcli('{' is not. common everywhel'e, nTinnesota and 
'Viseonsin, fOl' pXlunplp, still Il.dhprc mainly to the rule of charging 
the. farmers, wlH'rco.s in :\liehigan creameries pay all ('harges, This 
is the practi(~e of c()ntl'lllizprs, too, ('sppdall:'t' if Lhey operate cream 
stations, All told, this nppt'ltrs to be onp of the marketing arro.nge
ment.'! that is undc·rgoing eonsid('rnbl(' ehange, 

• 

'l'h(l logie of d(':;ignnting one' tl'll('kp[' to haul the cream of s{'Yeral 
fal'lll(ll'S insipnd of haYing ea('h fnl'll1(,1' haul his own, is ullIlSsailllhle, 
Ulldpr this plall, sayings in timC', gas, til'pS, nnd maehin1'l'Y S('('111 to be 
inevitablp. Olll' truck ('ould puss ILt an appointed hOllr, pieking up 
all cnns d<,posited by th(' farmer:. n.t the roadside and aWlliting delivcl'y, 
and could proel'(·d dirpctiy to tlw on(' ('I'('IU11('ry that SCrV('S the com~ 
munity, At pl'espnt, erl'anH'ry tpl'l'ilorips usually ov(''''ap, local 
cl'l'llmerips ('ompE'tt' with ('1l('h ot!lPr for supply, and the Io.rg(' creamery 
drawing from a wide area ('OIll(H'U'S with tlWIll 1111. How widespread is 
this compptitiol). may be S('('11 from tllblp 21, The oi>jpctive of all 
(,I'pameries is practh'nlly the sanw-a maintnin('(l yolumt' with its 
ns:;oeilltcd low('r ('ost. So truck routps ha\'l~ ('ollle to lI~ke on COill 
pptitive dlll.l'Il('L('risti('s. rfrllCk('rs al'l' paid not only to haul but also 

'fAIII.~; 21.- Cool'eraliv/' creCllllrries reporting COI1l1I1'/iIlO blll/erJa/ buyer., within 
s[!t'cijied dis/clIlces 
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to bring husinPRs into thC'il' ('I'Nlnll'l",,r. Thnt is on(' r('nsolt why mOl'e 
tl'll('ks nr(' uSNI lh!U1, 1\1'(\ nN~N;sfLI'y to do til(' hn,uling. 

At some tim(' a ('omplC'll' r(,ol'~anizlttion of thl' ('l'('(tmcry slt'u('tul'e 
of thp country might b(i pORsinl<'. with (,onse'qu('nt sltvinf,"S. But 
until this limp ('om!';:;, it is ,1H'Cl'RSnl'Y to s(,(' whn.t ('ll.n b(' done with 
thr situation ItS it now C'xisLs. 

High ('osts of nss('mbLy S('('ll1 to I.H' IIssodntrd with c('rlain faclOl's; 
It ('()I'J'pdion of tliese fll('tOrR pl'omisl's som(' l'plipf. '1'hr first of the!3(~ 
('OI1('(,I'IIS tlIP molol'tr'u('k ilsl'if. A trtlck s!Jonltllw of propPI' Rizr, nnd 
should IH' ('ffi('iC'Jltl,\~ mnilltnin('d ond O(WI'll.ll'(L \~olun1(' plIl'('hftSrS 
of ~I·u('k~. sllppli('R. ond sr1'\'j(,('S, h,\' lJ'u('k oP('l'ntOI.'S would hl'iog 
sl'\.\'mgR JJl lll(l form of l(Jwl'I' UUll ('o.;ls, )'fu('h mOl'e important, 
ho\\,('\,rl', is n rPIII'I'nng('n1('J1t of l'Ollt('S lo I'('du('(' thr mih'l1gr tl'lLVpl and 
to il1:\\II'(' full 10nds.III\'{'~tigi'Lliolls hlwP shown tlmt lrul'ks ItrC' not 
fulh' loa<il'c\. t hnl roull'S ('olllmonh~ ovprlnp, that ('x('PSRiv(' tim(' is 
R(H.ilt in /,l't\(ll'r'ill~ 8 ()(,(,j III 8(,I'\'i('rs' to pntrons, nnd lhnl J'oul('s n,I'e 
much l()lI~(,I' lhun full ('f\ieiPll(,Y would in<1i('I1.\(' to U(' d('si('ft,bl(', 
Appnl'Plltly 8011\(' iIl11)f'OYt'll1Pllls ('ould hl' Ill!t<il' in the' ('nsc of trucks 
thnl sC'l'yi('p individunl ('l'('ntnl'l'iP::l in. spilt' of til{' eompetiliv(I chnl'nc
IpJ'islies of It'uck routt's g(lll('rnlly,

\\'11('1'(' milk pl'od u('( iOll is highly ('ol1('C'nll'atl'(\ hoth of t\H'S(' rC'sults 
('./111 1)(' oblftined II111('h mOI'(, I'Plldily lhnn wl\rl'(' pl'odu('tion is smnll and 
prodll(,(.t'R al'e wid!'ly srpnl'Il{I'(1. Honds, too, hltYC It bearing on 
OP('I'itting eost, thp ('Olltltl'Y dit'l rond prpspntillg II, high-cost op(,J'ltting 
proh('m of no STllII II ('OllSNluell(:p (8rJ. ]1.(;o1{,) , 

li'ol'lulll1,t(.ly, r(HLds IU'P bring improv('(l nil the limr, nnt! this will be 
incl'('l\sillgly til(' ('ftS(' now lhllt lhr WitI' is oY('r, 

PIW(,J<8SIN(l,--Thr next sU'p in lhp flow of buttrr from the dairymen 
tAl e01l811mpJ'S is J'P()I'ps('IIl('{1 by mnl1ufnetming, \\'llpl'r skill is required 
to turn out a good Pl'o(\lI('t Ilnd to ~('t mnximulll yiplds. As the 
nbility of hutlC'r mnk('l's Yfll'ips in hath 1'('s(>r('[S, t1H'I'C {u'c t('chuical 
sllyings still to 1)(, ('111'11('d. This is 1\, lirld to which SOI11(' I1gri('uLturlll 
('x IWt'inH'f) t sln,liolls hn\'(\ d('\'oted much fl ttt'n Lion, lind it may bn 
Il'lsum!'d lhllt. the l)()ssihl(' fulUl'p R(lVin~s in ('osls thllt ('llIl b(' mndr nt 
the (,hili'll will not bp Inl'~e in tlH' a~gl'('glll(', 

Sfl,\'ingq at tll(' ('t'I'jtIl)('I'Y ll1ust ('hit-fly spring f!'Om lwUrl' lllnnage
m('n t. Bu t th(' plll'lIse "h('tl('r I11llllllgpf)\('n t" is mor(' of n, slognn than 
It forllltt lit fOl' pro('cdurp, B('ltl'I' mlllla~('IIl('n t ml1.\' rl11 bl'll(,(' It gr(,lI.t 
mllll\' lhjn~R, I'Itllging nn the' WflY from using thr I:i~ht kind of build
ing nnd (,C[lIiplll('nt t~) pllyill~ nppl'opriatt' 1'l1lpR fOl' Inhor hil'('(l and 
mn.tpl'illls bough t. H It ('I:l'nIlWI'\- orgllnizl1 lion l'onRisl('d of RlandnI'Cl
iz('d unit", IiIH' thp pnrls of on !lutomoiJil(· of pO(llllnl' mnke', it might 
bt, possihh· to dmw up It Pllttpf'l) fol' 11 ('n'nnwl',\' lhnt WllS gunrlllltc'ed 
10 pl'odu('(' with optimum eflit'lrJ)('Y, B('('l\uS(' ('oJ)dilions' ynlT from 
('oll1l1lunily to ('Oll1nnlltit,\~ optimum (.(ljci('IWY, in thc' ('os(' of ('I'plll11
r!'il's, mllst \)(' IniloJ'P([ prplty I11u('h out of tI\(' mlllt't'inls l1,t hl1nd, '1'lIr 
('l'pnm('I'Y thnl U:;l'S t'ol'dw()od fol' fup\ hOi; a dif\'('I'pnt oppl'lllin~ pl'ob
1('111 from Ol)(' thnt lISrS ot\I!'1.' fup\ii. A t'rnll'oliz('I'lcwnted in n, m('(I'0
polilltll ('pntel' is confrontC'd with pro\)I!'l11s quilt' dil\'('l'rut from thosl' 
of II. lM1l1 (,I:l'nuwI'Y situatpd nt nn inll'I'iOl' ('I:OSSI'OI1<\. In til(' oldl'!' 
prodllt'inp: al'plIS. nimost (,YI.'I}'wll('I'p, OIH'rlltions I1I'P hping (,lu'ricd on 
at lo('ntiol)s find tUH\('1' ('on(lilions which were aclmil'llhlv sui led to the 
dirt-roud tPum-ltuuling erR, UOW 30 ycurs outmoded: Fortunatcly! 
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• 
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if1('I'C'lI!,;NI in milk prOdl)/'tiol1 hn\'(1 tllkC'1l lip some of tho sllte'l\: thnt 

• 
olhC'l'wil'lC' would hnn' pl'o\"('d to be' It 1wl\,v.)' blll'(\(,11 upon tho eost 
strlwllll'(', T!tough thl' Ilum\w\' of (·I'I'fl.Hl(\l'iC's in ), Iinn(l~ot(l" (or 
r.Xl\flIplt., hn~ not ('hcwgr·d much sinc'c' I!):?O, til(' u\'prug(' {H'odu('tion 
J)(,I' ('I'NlIIWI'Y 11m; Ithout doubled (;2() p. !fl!. 

til 1!l80 litC' I1YPI'tlg(' p!'od lIc'lion or nJI fa('tol'ips moking bl1 ttcr was 
appl'Oximnt<'ly aoo,ooo ptmnd$ pC'/' C'/'PllH!(>J',r, The emIts thnli 1>1'0-
n<lNI lhe bnl{is for lh" Sh/ll'(':; shown PIlI'Itel', (11'(' fOl' ('!'cnn1erics that 
ll1tUlllflt('lul'C'. ItPIJI'o:o:inHltely this yolllll\p ('neh, !ltHI the drtltils with 
1'('Slw{'t to such ('I'('IlIllNi('s 111'(' gin'll ill the foudh ('oltlmn of tnhlo22. 
OIl('P it is S('t up !lod oIH'I'rdillg, n ('I'NlIIH'I'\' ill co.plLbll' of handling Il 
I'tlngr of volume, [t hfl~ bl'PII funply d('rnollstl'nlrd thlLt it is less 
costly to opcl'nl(' nt {'fI,pnC'ily (',n)) nL plu'f,iJll {'npJl('it,\', no lllilHl'J' what 
th(\ plllnL Hil'.('; nnd thnl 11\l'gp plllllls, othel' thit~gs equnl, 111),\,(\ n, lower 
('ost P(,l' uuit rOt IllflnuflwLllI'ing than do smnll plants, Tilt' I'llnga ir\ 
pN' ullit., ('()sts, whiclh 111'(\ ilsso('illtc'd with dHI'PI'pnt 1('\'rI5 of VOIIlI11P, is 
illustl'filNI in this lablt', Bc'lw('1'1I ltlJ'~r plnnts lhnt PI'O<lu('o more 
tlmn I million pouuds of butt('l' annuallY nnd smitll pl(lllts tltnt IUL\,(' 
an output of 100,000 pounds or h'ss, tbel'(l is a difl't'l'enec of 2 ('('Ilts, 
nhout 1I11'('(I-fo\ll'lhs of \\'I\i('h \'C'IH'PSl'IIlS cxprnsps incurrcd for mallu
flL('Lul'inf{. 

• 
Not so evidrllt from lhl' lnble is lhe f(wt thn,t (losts fall sllbstall

tinllv wlH'1l volume illcrt'tlSNI in the \,Ny smnJI plnnts, wh(,I'l'ns sltvill!1s 
Ilss()(iinted with in('l'clls('{1 VOIUllH' in lnrg{'r' Cl'Nllll£'rics mnke theIr 
IlPP('IU'llI\('r mudl mOI'(' slowly, Not shown III all ill this tn,blo is the 
('ost of assPlIlbling bllll(>l'fat fOl' lhl' difr('I'Pl1t-sizcd ('r'clul1('['i('s, which 
mny equalize the difl'(\rclI(,('s in mnuufll('luring (,ORtS omphl1sil'.cd in 
this disc'ussion, (,I(,!ld" Il ('I'enmr!"y wi th n volume of n hundred 
thow;nnd pounds whieli hns no In\s(~mhlin~ (Iosts (sine(', Uwy nil are 
pnid hy thl' fnrm(\l's) lJlU; 11 totul ('ost lImt is csnetly the 5'Ulll) as the 
!l1illioll-POUlld ('I'('nn1('t'y 'yhieh hus to pnY,2 (,pnls It pound for go.tbcr
In~ its I'OW mntpl'ial. ;Not at. nil ('l(,lll' IS til(' dp~I'(,11 to which tlH'. 
pt'(lspn{'(' of llllWV small ('l'{'alllt'['ips in the (,Ollntl'Y ha.s swollen tll(>_ 
rnnrk('till~ rnnrgiil for flll bllll(,I" NOII(,tll('lrss, \\'PI'(\ the slILte wiped 
el('art find the ('!'('(ullfit'h·s of til(' ('01111 tl'Y locllt('<l IIIH'\\', 11 bulllneing of 
plflllt ('osll'! Ilgllinst til(' eost of ~Il.lh(·['itig ('I'('nm might be worked out 
whic'h would yirld It sOllwwhnt 10\\,('[' Hhul'l' going to (,I'cnmp!'i('s than 
thlli wldelt [H'('\'nil(id ill If);W, 

'j',\II1,h 22. ('O,Y//J of (/{il'falilm. !J!lI';rJlf'll,~e Items ami t'o/ullle, of In/lJl~sofa 
CTr(lIIlrrir,q. 1{J8!1 

III III 

I'lnnt "~I'~Il«' 
l.tll'l)r
{ltlll'r 

1. ';"h;j'rot:.! 

• 
E,~.tutl\'~ Ill"J o/Jit'£' exl'w,(, ·m 

lirlll'TIIJI'.lI'rm(' . UI4 , 
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Labor accounts for 30 percent of the total cost of manufacturing, but 
in small-volume plants it seems to run up to nearly 35 percent of the 
total cost, There is a difference in cost pel' pound of butter of about 
eight-tenths of a cent between the labor expenditures of the low- and • 
high-volume creameries. But these variation.s in lahor costs are not 
entirely due to volume. The quantity of butter turned out per man 
is illvolved, and this depends not only upon the ability of the employee 
but also upon the convenience of the plant lay-out. A plant whieh 
because of the natUl'O of its l'el'(~ipts of butterfat first runs at a peak 
load and then stands idle for a time, seldom can make the best uSe of 
labor. 

SUPPLIJ~S,-..Supplies are another considerable item of costs, nl1lount
ing in all to 27 percent of the totnl manufacturing expense. These 
costs are pel' unit costs, however, and arc not directly related to 
volume. Presumably, however, a lal'ge plant might be able to pur
chase its supplies at a lower price than a small plant, Nonetheless, 
through joint purchasing art'iLnge~nents several small plnnts could 
accomplish much the same result, But thOl'C is difficulty in comparing 
Lhe material coals of creameries for they do not all buy tho snme 
supplics. A plnut that packs its butter in small consumer containers 
is committed to a larger cost fOl' materials than a plant that uses tubs. 
WhethOl' these additional packing activities would lift other creamery 
costs dep!Jnds upon the situation within the creamery. Conceivably, 
costs would not rise if the lahor used in this task otherwise would 
have been idle. 

BUU.DINO AND EQUIPMEN'l' COSTS.-Costs in connection with build
iUgR and equirment include depreciation, insurance, repairs, and taxes • 
or rentals nm they account fol' another 20 percent of the total cream
ery costs. Combined with the two items previously listed, they make 
a total of 77 pm'ccnt of all CI'camery costs, As would be expected, 
these fixed chal'ges for building and equipment vary with volume. 
This is a cost itcm which should decl'l'asc substantially wnh volume, 
but it is the volume of a particuhu' pllwt eompared with its own 
capacity that is significan t. The relationship is mado clear in table 
23, which rcllltcs the building and equipment expenSe pel' pound of 
butto\' ill t9a4 to the pounds of buttel' lllllde pOI' dolinr of fixed assets. 
It is cyid('flt that there is U lllounting of costs when there is a mis
balance b(\twecn the plant and the work it is called upon to do. A 
building that is lllul'h too elahorate 01' one built and equipped at 
ex('C'ssivo cost, in addiLion to aU of the faetol's poin ted out elsewhere, 
may mean a c/if)'C'l'enc(' in plant costs 1'Il11ging from 0.2:37 to 0,880 cent 
pC!' pOllnd of btl tter; iu short, one thl1,t is llelll'ly foul' times largel' than 
tho other, 

Processing is one of two largc functional ('hnl'gt·s which, when iltltlt·d 
together, account fOl' nille-tenths of tho producCl'-CoIlsulllcr p!'icc 
spread; the' other is distdbution. At the 1939lovcl of priees fOI' labor 
a.nd supplies, it would appeaL' that a major reorganization-and it 
would be truly major-of the industL'Y might reduce the shat'c going 
for PI'o(,e'ssing by 1 cC'nt a pound. A reduction of olle-third in the 
processing costs would be substn,ntial, but as all other costs nrc more 
than twice itS lal'ge as tho cosL of pro('essillg, tho net over-all snvings in. 
mlll'gins (from a measure that IllllSt bo considel'ed oxtl'eme) would 
amollnt to only one-lonth of the pn'spul margin, In the ahscnce of 



• 


• 
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such a general reorganization of the creamery industry, it appears that 
the range of possible savings would fall well within the figure of 
one-half cent per pound of butter. 

1'ADLEl 23.-Ratio of pound8 of butter made per dollar of ftXed assets in 173 
creamerie8, 1934 

I
BnlJdlng Dulldlng

lind equip· nod CClulp·Pounds or butler mado per Orenm· [poundS or butter mnde'per Cream·rucot ex· ruent ox·dollar or fixed assots cries dollllr or tlXcdllSSots criespc!lS\\ pet ponse per
pound pound 

INumber Ce1lt.! I NII/'iber Ctnl& 
Les.q than S.. ••• ........... . . 13 0.886 21 0.301 
8-12.00 ...._•••••••••••••.• \ 41 .670 f ~:~:~:::::::::::::::::::: 11 .358 
13-17.9IL.................... ·11 .4io i 33":\7.99 ..................--- 8 .289 
18-2''!,OO. ~ ... "" .... "............... ,,~ w," 2·1 • ·1:12 38 lind over ................. 14 .237 

._1.-..«..~~•. "---.~ -----_•. 

Koller lind Jcsness (/9, p. 69). 

'rRAl'{SPOn'l'ATlON.-With the coming of the motortruck and the 
impl'Ovement of roads, a new method of long-distance tmllsportatioll 
was made availablc. to creameries. It is not clcar whether rates for 
motOl·trucks are higher or 10WCl' than ratcs for similal' service provided 
by railroads. 'rrucks may provide overnight service to nearby 
mnrkels and this may shorten the time between shipment fl.nd the 
settlement for the butter. If so, there would be some small savings in 
interest charges. Then, too, the use of a truck eliminates a carta~e 
charge at both ends of the haul, and the trucker himself may help 10 
the loading. Each of these items can brill~ a small saving. Shippers 
by rail have set up country concentratlOn facilities where carlot 
quantities are assembled. As thcse concentration facilities may be 
located at stations where freight rates drop to the next lower level, 
fL small saving in costs is nll'orded which may be somewhat greater 
than the hauling charge. from the creamOl'Y to the point of shipment. 
BlI t even if they al'e offset, there is still left the gains to be had from 
carlot l'!l.tes which, in general, may work out to be about half those 
fOl' less than cm'lots (38, p. 37). 

A third source of savings which has been newly developed is the 
shipping of butter over the Great Lakes route, In 1938, 12~ million 
pounds of butter moved in this way at a net savings of 0.2 to 0.3 
cent per pound. '1'wo limitations restricted the tmffic over this 
route: (1) The lakes are open only during part of the year, and 
(2) the inland arca that can benefit is probably relatively restricted 
(20, p. 22). 

Fhlally, any increases in sales by creameries in their own local 
communities will reduce the amount of money paid out for long-haul 
tmnsportatioll Some creameries are e.'\panding the qualltit.y of 
butter they sell locally but others Ilre not much interested in this 
business as it involves additional time and expense, and may mean 
possible credit losses, Since charges for long-distance transportation 
are estimated at only a half cent per pound of all butter, it is evident 
that even though considerable savings could be made through ill
i!J'cased slllcs, till' net reduction in tho farm retail price spread would 
not be Itl.rge.· 

If>2080°--41----6 
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WHOLESALERs.-The cost of wholesaling amounts to about 2.4 
cents per pound of all butter, and a little less than 8 percent of the 
consumer's butter expenditure. In this discussion, all types of 
wholesalers have been lumped together, but if butter were to follow 
through regular channels there would be paid out of this wholesaler's 
margin one fee for the wholesale receiver and another for the jobber. 
A wholesale receiver buys large lots of butter, for the most part 
direct from creameries, and pays cash upon arrival of the lots. He 
grades, parks, stol'es, and resells in smaller quantities. A jobber, on 
the othm' hand, is primarily concerned with servicing I'Ctailers and 
small institutional users. Some notion of the difl'erence in the 
services perroL'med by these two members of the wholesale trade may 
be obtniued by contrasting the distribution of the sllles of meat 
packers with those of wholesale butter distributors (table 24). 

TABLE 24.-Dislribution oj operating expense as percentage oj total sales by type of 
trade, 1939 . 

Admlnls- 'Vnre- Oceu-Trade Totnl SellLng Delivery othertmtlve house puney 

Percent Percent P,rcwt P,rcent Pacent Percent Percent 
Dairy nnd poultry products.__ . 8.6 2.3 1.7 1.5 1.1 1.4 0.6
Dairy products ..• _____ ......__ . 21.9 3.0 4.8 0.3 2.4 3.7 1.1
"'feat anti provislons .. _________ 1l.4 2.7 2.6 1.8 1.3 1.9 1.1Oroceries, gClterniILne __________ 9.9 2.5 2.4 1.7 1.3 1.3 .7 

Census 01 nusiness, Wholesnle Trnde, 1939, vol. II (48, table 5). 

In considering what savings can be made in wholesale costs, it 
should be remembered that the total margin taken by wholesale 
agencies is small. Evidently wholesale merchants must make their 
earnings by handling 11, large volume of business. Apparently their 
investment turn-over-which means cost of goods sold divided by 
avernge inventory-might be within the neighborhood of 20 times a 
year, which is a relativ(lly 1'I1pid tUl'll-ov(lr. 

The Censlls of Business shows the operating expenses of the dairy
and poultl'y-pl'Oducts trade at about 9 percent of all sales. About 
half of this total margin is required for pay ]'olls. The change in the 
relative importance of each of these expense categories associated 
with volume of business, in the case of the dairy-and poultry-products 
trade, is shown in table 25. As would be expected, the concerns 

TABLE 25.-iJisiribution oj wholesalers' expense as percentage of total sales according 
to volume of sales oj dairy and poultry products 

..I.dmlnls- Ware- Oceu- Pay-Volume orsnles (I,OQOdollnrs) Totnl SellLng Dell\'ery Othertrntlve house pnncy roll I 

Puunt Percent Pucent Pucent Pacent Pucent Percellt Puant100-100 .•• ________ •__________ H.i :1.7 2.7 2.8 1.2 :I.S 0.8 4.02OO-21ltl ..• __ • _______________ • U.i :1.2 2.S 2.2 1.0 2.0 .8 0.1300-·100. __________________ •__ 1D.9 2.5 2.4 2.2 1.1 1.8 .0 0.0WO-9W •.•.••• __ ._.__________ 10.9 2. U 2.2 2.2 1.4 l.!i .7 5.91,000!lIld o\'(,'r .. ____ •_______ • 0.2 1.7 1.3 1.0 1.0 .8 .4 5.3 
Avcrnge. -. _________ •__ s.n 2.3 1.7 1.5 1.1 1.4 .6 ~.5 

I Included In other Items. 

• 

• 

•

Census OrnILqllles.~, Wbolesnle 'rrndc, 10aU, vol. II (48, table 6). 
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that have the smaller volume show generally higher costs, though 
the differences in some categories are more noticeable than in others. 
As both wholesale l'eceivers and jobbers are included in this com
pilation, it is possible that the low-cost firms are primarily wholesale 
receivers and the high-cost merchants are jobber'S. The relatively 
higher eost of the smaller firms for administmtion, selling, and 
occupancy-which is usually recognized as being associated with 
firms serving mnny small retailers-bears out this assumption. 

Credit loss is one of the items that merchants are called upon to 
bNU' when'as the cl'enmeries thn,t sell in wholesale markets generally 
rc(~('in~ ('ush for their products upon delivery. In the case of whole
s(llC'cs, the CensIIs reports show accounts rl.'ceivable at the end of the 
yenr 1939 amounting to ubout 6 percent of the nnnuul sales of dairy
and poultry-pl'Q(/uets wholesalers. In addHion, wholesale recdvers 
make ad'v'!1l1ces to creameries at the time butter is shipped and pn.y 
fully fot· tlw goods upon a[Tiyul. The demands upon them for money 
come from both directions, 

• 

Stol'llge is another task performed by wholesalers-performed by 
aU to It limited extent and by a few to a very considerable deg[·ee. 
Consllmption, month by month, proccC!ds apace while butter pro~ 
duction either runs ahead or falls behind. In 1939 (table 26) butter 
moved into the WUri'hOllSeS of the four principal markets during each 
month of th() year. The general in~movementi however, was confined 
to the 3 or 4 months following Apt'll, with peak holdings of 173 million 
pounds at. the beginning of Septembl.'l'. Cost of storage varies. 
1\. few large concerns are able to cure for their own butter, but the 
preponderance of storage butter moves into commercial cold-storaD'e 
houses located in the larger cities. Creameries, as a rule, do not hoid 
IltIttc[' any longet' than necessn:l'y. Charges for storage range from 
20 cents to 25 cents per hundred pounds for the first month and 12% 
to 1.5 cents for each additional month (17, 1). 759). It is estimated 
that the cost of commercial stomge, when assessed against all butter 
pl'oduc(>{l in 1939 (butter stored as well as buttLl' ,.ot stored), did 
not ~tmount to more than 0.01 cent pel' pound. On lots of butter 
which were held for severul months, however, the storage costs could 
add up to us much as 2 cents a pound. It is ('xpected that this cost 
will be compensated for by a seasonal rise in price that usually makes 
its i1ppeal'l1llCe during the fall and winter. 

In addition to the specialized butter merchants, many different 
type;>. of wholesalers handle butter, although in small qunntities. It 
is generally understood that wholesalers who stock a broad line of 

TAm.E 2G.-Cold storage 1Il0Vernel!ts of butter, 4 markets, 1839 

___ ~~~ ~l~~l_g____ .~ ___~~_J__._~:C.k ending L~I~ 
J,m /,000;I J,000 I J ,000

1)01l11d.1 pOllnri8, pOlIl"'.• I poul/d.1 

• 
January 2S .•••••••_..... J.007 3,617,.~ U~U5t 26 •.• ' ........ _.... 5.&m, \' 0,02.3
FcbrunrY25 ."' ..... .; .......... ,,~~ .. ~.. 752 :J,:H7 " Sernembcr ao ¥'~."_"___ "'-'~"_" 2,200 4,788 
:'fnrc:h 2.>, ....., ........_... 285 2,oWJ i\ Octol1~.r 2.:1 .••.••• ___ ........ 1,5'JO 4,OOK 
April 211........_........-.... J, 7~ 2.578 'I November 25.. --"" .. ' ......1 861 4.137
.\rny27....................... 5,:142 3,672 f Dcc~mber 3U .. __ "'" .... .. ~67 4,9b1l 
Julle2·!.._._.................. R,Q52 I 3,67211' ---,--
~IY29-,::: .. .:.-..~•• ::~:~:-=___~.049 4,Jll!) I 'l'otal52 wl'cks •• ,..,. 140.31&j 208.915 

Dnlry Produce Y~llrbo()k (IQ, p. &7). 
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~oods take quite dissimilar margins on individual items, But an 
ltcm like butt('I' which is sold by spccializ('d merchants as well as by 
wboll'sall.'l's of general lines may be expected to' have its margin cut 
out by til(' fOl'('(\ of competition, Acqol'dingly, tho buttct' margin of 
nll wilolesnl('l's may be expected to he o,bout similo,l' to thftt taken by 
specialized butter handlers, 

'!'lUlt is why figurcs for the dairy and poultry trade are tls('d to 
represent for butter tho genel'!tl mo,rgin strueturc \>f tIl(' wholesnle 
trade, 'rho dairy-products trade, Wl1i{'h handles butte!' along with 
other items i shows a gross mal'gin of 22 Pt'I'C('ut of srt\('s (tn.ble 24
p.42). '1'he mont Mel pl'ovision tl'lldc, on till' oth('/' hnnd, whieh also 
honelll's buttcl', has It margin of 11.4 P(,I'('pnt. li'/'om 511l'h data til(' 
infcl'cncp may \)(' dl'fLwn tlmt the whol(·sal<' mel'C'honls hn.ndk' butte!' 
on It wid!'l' margin than do tht' SIW('ifdi:r.Nl butt('/, hnndk'l's, This 
mo,y IJ(~ til!' ('I1S(\ bllt if a hnlldlcl' is to pl'icp hiR butter comp!'tilivl'ly, 
his mfu'gi 1\ h1\lst bo l'('stl'ieted to u figl.ll'(1 not fn.t' from 9 pl'r('('nt, 
1I nlt's5 1)(' can buy butt0/' from t br t'l'l'unlt'l'y at It 1)\'i('1' sufficiently low 
to p('('mit til(', wid('l' tUm'gin, 01' unll'ss 1w 1ms 11 distinctive pl'oduet fOl' 
which Ill' can grt It highl'l' priec, This is I'vi(\('nt wh('n it is not('d. that 
n. 22~pel'('ent \vholesalo mnrgin would bl' equivalent to 5,8 cents P('(' 

pound of butt!'l', CknriY,!L wholt'sa\(' margin of this siZ(' is not 

possibl(' Oil o,ny wid(' seale wi thin the prod llCCl'-('onSllll1f'1' sprcnd of 

11.1. ('('nls Lhltt !Lpplh'd to butt('r in the ye!l(' 1930, Butkr Intlst be 

hancll('(1 on fL sm .Lllc(' 1l1001'gin than the ay('mgt· lllo.l'gin for nil itl'IDS 

sold in most sto!'('s, 


How thr'S(' ('('latively low margins for butt!'(, finally work out is 
iJlustr'atrd in the cas(' of onl' wholNiIlLc'("s ex(wril'lU'(' chll'ing 0/10 wl'('k • 
of ,June lOan, This nWl'('lmnt's buttr·l' margin wn" S,12 pertent of 
its sail' Vnlllt'. At thr SllHW tinH', his n,,(·l'tlgc nlH/'gin on ahout 2,300 
difl'l'l'l'llt itt'ms Wl1S 10,33 pCl'cf'nt, On stlgltl' the mm'gin \\'[lS as smo,ll 
as 2.9(j Pl'I'('<'nL of its sales value' and on 0, sekd<'d bl'fLnd of ('offen it 
WitS 23,7 PCl'('CIlt. Th('l'c WI:'I'O only 10 eommodity dt'pltl'lnll'IlLs out 
o/' n loLal of 55 within the stOI'C thlt~ hnd 0, smaller rnt(' of gross mal'gin 
lhltn ttl(' l'all:' for butU'l', Yet ('.Vt' 11 at this mte ucarly f) pel'('cut of th(' 
con('('I'n's total gross mn.l'gin war, contributed by buttl'r and thl' e0111
fioelity mnd(· up 5,!:! l)('('(,(,l1t of UI(' lOlitl sall'S. IntC'/'('stilIglyellough, 
sugar, with the lowl'st mnTgin l'iLl(' of all, brought in 2,95 percent of 
til(' tolltl Nu'oC'cl mUl'gin find Q('C'ollntNI fol' 10,a p('['('('nt of tll(' totnl 
snips, wbpl'pas ('oirl'l' contribut('(l but 0.2 pet'cent of the total gross 
nUll'gin (,fLl'Ul'd and 0.4 pPI'c('nt or thl' total sfLles (29, Z), GO). It is the 
toto,\ dollars of t'fL1'l1ed margin, not Lhe 1110,1'gin mtt', with which bills 
al'e paid.

A pl'oduct that kcl:'ps moving is one on which small margiu rates 

s('('rn Lo be the rulo, MOl'eov('l', in 1'cgo,l'd to butter, nU of this is to 

th(' good for low prices nrc conducive to increased consumption and 

lrH','('asl'd consumption nll'ans still morc rapid turn-owl', 


vVI\('n {'onsidl'l'ing possibk savings in cost that cun be obtained at 
this point in the mnl'kl'ting stl'cam it is reassuring to note that adjust
ments arc iu pl'ogrl'ss. In this scgml'nt of the trado tho competitive 
struggle has bl'cn ('x('('l'dingly sharp, Large-scale 1'I'tailcrs havc as
sumod sOl11e of the wh01esall'l's' fUIl(·tions, while Cl'Pllmt'l'ies havo • 
pushed clost'r to the rl't1lilt'l's, These moves weI'(' pictured in thl' first 
flow chart, Tll(' net result hos ON'11 to put considerablc pressuro on 
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tho old-line wholesale ag('nC'i(ls which, in turn, is ('v£'n now refl('cted 

• 
back to the newcomers. The process of reducing margins is still 
going on, but bccnuse tho mal'gin already is relativt'iy small further 
reductions in {'osts may be expected to mnke thpir appearance slowly, 

Heretofore, competition has be£'n pretty much confined to whole
salers, hut I'e{'ent developments have brought the retail-wholesale 
grours together, thus centering the competition mol'(, sharply at the 
r£'tai lev(l\. In eOllsequencc, pm(,tic('s in both r('tail and wholesale 
mel'chnndising have b('en improved, selling costs ha\'c been reduced, 
and 10w('I' gros" mnrgills and inc'I'l'ns('(l ttll'll-{)ver hnv(~ become the 
commoll pmctie(I, 

RE'rAII,INO,,-Not all wholesail'l's handlp buUpl', but in nOl'lnal timps 
it is nCC('SSIU'y to sPllreh Jar in any community to find a· food retlliler 
who do('s not hav(' butter in stock. This menns that butto!' is sold 
by vory dilf(lrl'llt kinds of retaill'l'S who may be (lxpeeled to be opemt
ing their stOrt'S at diffen'nt aVl'ragl' mal'gins, '1'0 give some id('a 
of the (Ixtent of this variation, S('\'(III typ('s of stor('s ure listed in table 
27 togl'ther with the I1.V(lI'ag(' gross margin thl1.t was ehal'llctel'istic 
of ('aeh in 1939. 

T ABL.J 27.~Opallli/ig datil rt'gardill{/ retail food stores, eXl)re,~sed aB percentage
of s(jll',~, 1989 

• Item 

flroS:i IlIl\rg:ln 
1~1 ,)tIJlSt~ 
hlvNllory LUrn.oo\'l'r 

I "'leN"I, In. I'. t~).
I>lIt<:holl I,ll)). 

The sUm'-wide I'ilte of gross mal'gin of the profitable ('onc('rns 
mngpd from 18.7 percent of snl('s to 41.2 percent tlud that of the 
lInprofitnblt, . firms from .12,4 TH'n'ellt to 36.7 perc(lnt. SU('It avcra~e 
margins, if Itppli('ci to the I'l'laii pric(l of butt('r of 31.1 cents, WOUld 
be equi\'lLiC'nt, l'('spcetiv(lly, to It buttcr margin of 5.8 cents, 12.8 cpnts, 
4.2 (,('II(S, and 11.4 cents pCI' pound. The cstimate of the retl1.ilt'r's 
mal'(rin for buttN aPPNlring cl1.rlicr WllS 5 c('nts pCI' pound, whit'h 
would be' ('quivalent to 15 p(,I'ccnt oJ sales, The butter mal'gins of 
retail stOt'(IS appclll' to bc 1('55 than the prcyailing aV('I'agc murgin 
dev<,lop(ld by nil il(,llls in sto('k ns was fonnd eadi('l' in the case of 
food whoi('snlcrs. 

• 
This 5upposit.ion Illay bt' supported by some s])('cific evidence, 

During olle week ill August 1942, ill\'('stigators of the Bur(,llll of Llthor 
Statisties llnd Of!i(it' of Pric'l' Admilli5tl'lltion found hllU(IL' margins 
ILY('r!l~illg ubout 5 c('nlli It pound fllld 10 pel'eent of the salcs value 
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(table 28). The retail price, alrcady rcflecting the impllet of war 
times, was about 50 cents. Prints in quartel's ul'oughtll price premium 
of about 2 cents a pound and earned a littln larger percentage margin 
than did rolls 01' bricks. Tub butte!' was not quoted. Undoubtedly 
marked quality differences arc included within these figurps so no 
merit attaches to the diff('['cnees appearing between types of stores. 
It is important to note that thr differences in avemge margins Ilre 
not large. Here again, as WIlS the case with wholesalers, the pressure 
of compelilion apparrntly kceps the prices of butter confined within 
Il liarrOW range l'~gal'dless of the type of store. 

TABLE 28.-0r088 lfIliryin of butter, by type of .~tore and packaye, ill/rillY one week 
ill ..lllgu.ql .l9/,2 

Print' \\'n~pp~<l in 1/·I's I 11011 bricks 

'1'yp.. or ~ton' lind 111,111",1 value or sul"s 
l\lnrgillj,('r l'('n'~ntng~ l':lnr~in-j«'~r Percentnge 

I
poun( 01 sales POUIl( 01 sales 

______ ....._ .•'''·_.,.,.~ I""",,·e_~ 

Independent: C<III$ Ptrct,,1 CtnJ. PtreellL 
L'nder$20,OOO ........................ " . 4.7 0.51 4.8 0.87 
$20,llOO·$-lO,!iIXl... .......................... 5.5 10.70 4,6 U.30 
$.10, ()()(}$~·IO, IXXl '1 5. ~ to. liS 3.7 8.87« .......................... 


Chain: Under $2-1U,IXlO... ................ ••••. 5.1 10.46 4.4 8.56 
SU[lcrnlllrkct: $~5(),(}()(L ..... _•.• ~ ..... __ ...... • 5.0 10.:12 4.2 O. U4 

--------~------~------~------
Office of l)rice ."drnlni.,tration···TIurN'u of Labor Statistics Specinl Survey. [Unpublished.] 

So fill' as the evidene(' goes, it leads toward the conclusion that butter 
is handled at lLl'Ilt(\ of gross m.ar·gin that is much less thlln the Ilverage 
margin on all items sold by food rrtail('rs. Most of the types of stores 
for which dntalll'(, givl'n ill table 27 developed Ill'llte of gross margin on 
all sales of sOlTlowherl' betwe(,1l 18 percent to 20 percent, which means 
thllt butter sells Ilt a l'Ilte about one-half as large as the store-wide 
average. 

Some eomlTlenls on how this lower margin works out in the end were 
included in thl' discussion of the operations of wholesalers. In the 
Louisville rdnil study, additional points were brought out. The 
inventor'y inveslm(\nt in buttcl' amounted to about 30 pounds valued 
at $14.aO, which was less than 1 percent of the totlll inventory value for 
the store as a whole. Canned goods, on the other hand, ran up an 
invelltory value of 24 percent of the total. Because of low inventories, 
mpid tum-over, e{Lse of handling, etc., the cost of handling, even with 
the fl('cessa['y refrigern.tion, was 10\\-7 percent of the totlll value of all 
butte!' sales compnred will: the nvcrage store-wide expense mllrgin of 
18.0 percent (56). 

It can be seen that retail butter margins arc rcln.tively low. They 
am low becllllsl' mpid tum-oyer in tho end aeeumulates enough 
gross-margin dollars from butt('!' to more than cnITY butter's share of 
th(' total eal'lwd margin. At th(' same lime, because of its relatively 
low expensp, bulle!' accumulates lcss than its proportional sha.rc of the 
total store-wiele {'xprllse. Butter, aecordingly, npppul'S to be paying 
its own way t'VPI1 though it hns It rcllltiYC'ly low mtc of gr'oss margin. 
It follows that It fuI'lh('r' reduction in til(' rate of mll.l'gin Oil bu Uer in 
retail stOl'CS dC'p('nds much mo['p on imprOVl'ml'Ilts and savings made 
in th(' handling of other commodities than ill the ('as(' of butte[' itself. 

• 


• 


• 
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In table 27 til(' dose-ness with whieh ('xpcnst' follows on thc hce-Is of 
gross mlll'gins is mudc nppal'C'nt, bu t nowhl'rc mol'(, so thall in the ellSC 
of the unprofitahle concerns, }'Ol' ('neh dollar spent by the ('onsum('I' 
at thc I'('tail food stO['C, SUj ('('nts dUl'ing tho y('ar 1039 Was USN[ to 
satisfy the e1nims of the' stol'ekc('pel"s supplicrs of m('l'ch!uHlisl', l('aYing 
18.4 ('{'nls with which to pay his ston' cxp('llses, In whnt pl'oportions 
thllt IS.'! cents wus distributed n/nong the Ytll'ious itemf-1 of exp<'l1s(' is 
shown in tnhlc' ~O, X('ul'Jy two-thirds of it wpnt fo[, sHleu'ies lind 
wag('s. 'fhl' cost of o('clIpn;1('y alllounted to an additionnlI4 p(,I'('pnt. 
Help and hOllsing, th l'l'l' I'01'(', took. thn'e-fourths of thl' louLl. CI'l'dit 
105sp5 add(,d unotiwl' 2 p(,l'('('nt llnd udn'rtising :3,:1 (H'I'('PIlt. 1"0[' 
lhmw ('OIH'('I'ns whieh ('1\1'I1('{1 a profit, S (WI'C(,11 t \rus the figul'(, ['('ported, 

Thpsp IU'(' lh!' ('XIWI1S('S out of whieh sllsings al'(' to II(' galh(,I'('(l. 
('Ienl'ly, the I)pU('I' us!' of lahol' would tap thp I'i!'h('st eost 111'(,11. In n. 
groc(II'y store th(' ('onv('ui(lnt OJ'I'iU1gt'I1WlltS of stock, po~ting pril'('s in 
plain vi('w, nnd S(I\'t'I'111 other <!p\'ices make it possibl(' 1'01' ('011511111(.'1'8 
to lIS(' th(·ir own (free) labol' whil(' they IU'(' in the slor(', Th('y thus 
I'('lievp thp slol'('kp('rH'1' of lhnt ('xp('nsC', ('ush slol'('s (,lln r('du('(' ('osts 
by nil amount that eq uftls up to 4 pl'n'l'n t of sail'S by piiminn.ting the 
work of oppning fLnd k('('ping- chfLrge ne('oullls, llnd the it(,111 of crC'dit 
loss('s can be avoided ('lItil'l'ly, Both of th('s(' pl'!\.C'tiees would shrink 
the mllrgin bu L they do not n('('('ss!trily sa \'P ('osts whpl1 the U('(,OUI1 ts of 
nil pnrli('s---dclliers and ('onsuml'rs·nm tolnled, 

TAllI,\!J 2!).-/)istrii>ulioll oj gross II/urf/In oj Orl)cay stores Ilccorciirl(] to type of 
e.rpcnrJilllre, U18'l 

1l!'lll ! Margin
r 

i PactlltProfits ...._______________________ .... , S. IRnlnrhl!o\ nnd WUj!t'" 
OC,'up!lIlry j------- 
Advprtj~lnV" ....... . 'rotal . ..... .. . .... 100.0 

Crrdlt lo",;{'s .......... . Oro!=~ marvin rat<' fL.'; U Jlt'rc'tilltng~' of ;

Oth," II. 4 ~al('s 18.4 


MAI{J\.ETI~C :\"AHGt:\S A~D COSTS FOH AMEIUCAN CHEESE 

The division of th(' mnrkPling llnd Illllllufn('L\II'ing mnrgin of 12,4 
('('II ts fo!' (' h('('s(' in 10:39 flmong l h(' mn rkPting ngcl\('ies is t. hi' ['('suI t of 
conditions fail'1v lIniqu(' in AIlH'ricnn in(lllslry. On the onl' hand Ill'l' 
thp cl'ossl'onds· chp(,s(' fn('tori('s'-('oIll1l1uniLy ent('rprisl's of a kind 
I'u['('ly to hp fOLIIld. Ilowndnys in Illis ('OUlllIT On lll(, other, is it gl'Oup 
('.on;:;istill~ of 801M 20 to ,an firn:s. This group ]1I1S ('xt(',nded its Ildiyi
til'S SI) wld('ly OY<'I' t lIP field lyIng 1>et\\'('('n th(· ('h('('s(' laclo]'y and t}H' 
rl'tnil('[' that it hns ('0111(' to he' l'l'sponsibl(1 1'01' thl' hnndling of tlH' 
lal'geRl shll,I'P or t hl' !'1)('('S(' prodll!,tion in nny single' yl'IlI', '1'11(' picture 
is one of l'l'IlftsllH'1l working iLt llll'ir trade under ('onditions I'l'nlillis('('nt 
of thl' hOllSl'hnld intiustriC's of long ngo nnd of C'orporat(' orgilnizi'l
lions lIlo:-;t lllod(,I'n ill d('sign lind OPt'I'lltion . 

•\IlH'I'j!'tln ('hp('s<' sold III ['dail, during 1n~H), fOl' !til 1l\"('rHgL' price of 
24,1 ('('lIts IWl' pound. At till' snnH' (illll', til(' fnl'l11C1' wns pnid the 
NIlli\'ai('lIl of Il.l ('('Ills IH'I' pound of ('hl'('s(' for th(' IHiIk uSl'd hy the 
C'iJ('(':-;I' fUl'lOl',Y. TIlliS, 1 ~A (,I'llts (WI' pound of ('11('('s(' wus Irft u.,., lhe 
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estimated marketing and manufacturing mlll·gin. Stated in a differ
ent way, in 1939 the farmer rcceh'ed 49 cents out of every dollar's 
worth of cheese bought by the consumer, and 51 cents went to pay 
for the services and the supplies that were required in the course of 
maTlufncturing and marketing the cheese so bought. It is this 1939 
margin of 12.4 cents per pound of ('heese which subsequently will be 
divided Ilmong the various ng(,Tlcies that contributed to this market
ing and manllfactW'ing process. 

:'lAnKETING CHANNELS 

,£h('I'o were 2,u04 establishments in 1939 de\yoted primarily to the 
produetion of eheese, or these, 2,284 produced Arneriean cheese 
which is the only kind under consideration hrr('. More than two
thirds of tho lotal Silks of th('s!} American ('heese factories wm'e made 
to sp('(·io.lized mt'rehnnts who arc known in the ('heese trnde as assern
birrs (table 30) .. Tht' Ill'Xt most important factory outlet was the 
fnctory-owlled wholesale salcs branches which accounted for 12.1 

t .... ,( .r.. t ",ltlf,lI::U 
'Ut .. ,u., .fItOUS&U'" ...OUhU.' ut;UJ.' ""....gC.Ust 10, .1t"1~ \10'"hactIn '" 

". 
ts ..... ... ...
... ... 


• U Ffaf/I(H tUUJltlT.,
".c:r.r 0' ro'''' ,"OU/WI ... ... ... 

uoc(ua'l _.0 UC!04U Q..... •..OUiaU 
r.!X.JU.,AL IIU'" ,·un ....,,~"u '.0(:.•• ' 

U4 I. 

BAE ...saa:l 

J~Uil'lIf; 17.- ~ll1rkdilig ('hllllllcis for l\mcriclill clwcse, l'llilcd Stlltcs, 1!>39. 

p(,l'(:cnt of thr· totnl fi\('lOl',Y snlC's. To nll1J1ufaetm'el's making processed 
('1It'r8(" rill'pst' flL(~tori('s delivered 8.6 pt'rcent of thrir total production, 
nnd dil'cct salrs to ('onSl1!lH'rs \\"(,I'e equal to 4.2 pel'('rnt. Details 
with I'espeet to the (jther outlC'ts tapped by c1wcsc fa('torit's, as well as 
to routt's followed by the ('heese aftI'\' it leaves the hands of th('sc 
£irs!' pllt'clllts('l's, arc shown in figure 17. 

T A BI.~: 30.-Pat'lory sales oj cheese by tYJU'8 oj custolllers, IOS9 I 

l 
----" --" .__. ~.-'"'-----;r----. 

l'.·n~-Il,n~" ,I P"rcenUlge 
Ptln·tJa~l'r· nf total Ii l'urcha5(>r of total 

sall-S II snlt·s
·-.,------1----.-!i-----------~l 

Percentfllttorl' owncII , /'trctJIl i 'I'

Whol"Snl" brnllches ...._.... ~ .. 12. [i (~l1SUllirrs u[ ,,-t,W ....... "•• " ' I..,' 

.a,'tail Mon'.~ .5 • 

Wbolc5nll'r:Illlndlohh,-rs "_. ...... ';7.9' 'rotlll ".. _ "...... " " 
I'rOc.,ssors and lliJ.!ustrulln<prs. ,. ~. ~ I .'"If.' Wilt!!· by brokers nml collllllis. 
HoUIllers ,~ .: ~hm hOlls\,,; , ... ," 5.1 

• 


• 


• 
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ThC' most si~lIifl('ant point brought out by this flow cluu,t is that 
th(~ eoncC'ntmtloll of volume, widell first mlLkes its appC'amnce in the 
volume monel to nss('mblers, contiuues to be in evidC'I1('C' at later stages 
of the mlu'keting proccss, Truc, there is a tcmpol'lll'V division at 
the assembler's wnr('house door, with about 40 pcrcent of the total 
volume going to proeessors fOl' further IllanufacLuringj but niter this 
mnl111factur'ing is dOl1e there is ILll evcn gl'cntcr eonccntrntion in the 
firIns idenlifiC'd in the {'hart as "large wiwl('sal('I'S,1I 'l'hC'se few 
finns, whi('h handle abollt 75 pcrcC'llt of all Amt'I'icll11 chees(l mltrkl'ted, 
in turn assume the responsibility Jor supplying retailers with the major 
pnrt of thpit' eh(>('5(, rcqllirt'Illents, Thus eh('C'se is one of lbe commodi
ties whi('h How lhl'ough a few well-defined ehnllllrls, It is ono oJ tho 
industries in whil'lt oWl1el'5hip of the marketing agC'l1eies has becn 
concentJ'llt('(1 in a fl'w hands, for theownC'rship of the assl'mbling and 
thr IH'O('('ssing plants, to a considl'l'nhle d('gn'C', H'sts wilh tiH'se SILnlP 

whoil'snl(1 (,OIH'l'mB. This oxplttins wby lhe muin routes of Ll'jl,fIic are 
laid out in Lhe mnnner indicnled in the flow ('hnrL 17 

'1'I1bl0 31 sds out in considemble detail the types of buyers to whom 
20 selccted wholesale firms distl'ibu ted ('heesc, ThC'se 26 concC'rns 
hnndlcd about throc-fourths of the totll.l chc('se sold during the years 
to whit'll the' I'('ports Itpply, The Ilu'gt'r number of these ('oncel'US are 
the snll1e OIlt'S listed ill lhe flow elllu,t as "large wholesalers," Severnl 
obSt'iTations IllILy be drawn from this table: 

(1) 'l'lw 2G firms s('l1 only a smltll quantity of cheese to other middl('
mel1. The pro(\uC'Cl'-coopN'ativ('s sell It much huger relative volume 
in Lhis wily than the other manufllctllrt'l'S of this selected group, In 
til(l aggregfLte, hOWCV01', it appears that wholesale grocers handle less 
than 10 pel'epnt of the total A.mericllJl cbccs(' and the flow chart plaC'es 
the t'slirnntc at 7 perC'ent, 

(2) Tht'I'(l is It considcmble difference in the importance of sales 
made to dUli.n and to iudependcnt l'etailers by the three groups of 
firms listed in the table. The meat packers s('l'\'e independent stores 
primarily; in fnct, the largest part of their snit'S of .chcesc is to suell 
bUYNs, The produ('cr-coopemtive ItIul the dairy companies, in COll

trast, pla('(~ C'onsidemble cmphnsis upon chain slorcs as It salcs outlet, 
(3) l:tHier the dllssificatioll "rollt~ customers" are included sllh~s 

mad.e to homes, bak('rics, instiiutions and restnurnnts; thus to a 
major degrcC' ibis classification includes a volume that should be listed 
as sales to institutiol1nl llsers, 

(4) Sales by these .20 fil'ms arc largely rnndc by their own employees, 
for brokers and eotnmissioll houses aro reported 11S handling only 0.'1 
perccnt of their volume, 

17 The Cllllses for, and the consequcIloo of, this concentration have becn dis
CllHSCd at length by Nichols (3.,), 
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T A Ill••:' 31.-Sales oj cheese, b/l sclectetl1l:holesale CQ1Icerns, (IfId by types of 1>1lrciUUJcrB, 
J[l34 or 19S5 

! 10 ment

i0 producer 10 !lair)' I·ucklngPUrclm.'j('r t'Oop<'ro' rom..., 'I'olal 
~'(llU' •t!",'es 1 punles I1 

Jlnnl~s 1 

~::~·rs----'-·--··· ~-" -.----!-~;,::;- -';:::r~)::;-
Parent 

arocers .................... , •.•. .. ; 19.2 4.2 0.1 7.4 

Olhers" ....' .... ,.2 10.3 1 .11 5.1 

Drokers und coruml!lSion housc~ ., t.2 • U t ., .4 
Hctullcrs: 'I 

(,haln ' , " •.• , ", ...... ' I 22.4 20.4 0.0 14.·' 
Intlopondents , ..... ' .•• '. ; L 9 7:8 ~(i.4 

]\1 nnu(acturers and [Jrocc:;,<;Ors,. I' I 7 H.7 5.5 U.5 
O~~ , 

HoutQ customers,." .. .. ...._. . 47,2 4,1. 2 :1.7 24.0 
Notsrw.cltl(!d "'''' _~~~, .... ~.~ ~ ...... ~.... 5.... ~.. ~.) I.U 1.8 

OO\'ernnlcnt ,.'" ....... ~ ........_.. _ ~-.. ~., ... ,.. ".~_ ........... ~,~ :to _ • 5 I •• 

'rotal~ ........................... ".. ~~_. ..............~.,_·o..;·I:...'-_'_·_·_IOI)_._O...:...·_-_-~.~_tx_)~_O...!.'__-_·-_IOO_'-_.O 


I Includes th" Uulrymnn's L~I\~uu ('oop~rutlve As.~ocll\tlon, fnc.; ~ew Jo~ngllln(1 Onlrles, Inc.; 'I'wln 
('Ity ~Iilk: l'rodut'<!rs As,<;orfnt!on; ('onSQII,latcd Dlliry Products Co.; .Land 0' Lakes Creameries, Inc.; and 
Chllilengc CrNIm nnd Hutter As.'lOclllllon, 

1 Inchlde. thQ (ollowlng compllllh'.~ antl their subsldlnrles: Natlonlll Dairy Products Corp.: Tho ,Dorden 
('0.; ,1INltrtC(I Crl'lllllery ('0.: 'I'hn Fairmont Crenmery Co.; Carnation 00'1' Pet Milk: Co.; Golden Stllto Co., 
1.ld.; W,'stl'r!l llnlrirs lnll.; ('reallll'ri~:llJr .\merlcn, Inc.; AmrrlClln DII rlcs, Inc. 

l Inelllde. thli rollowing t'OlIIpnnlc. ami tlwlr domestic sub..Jdlnrle.~: Swlrt'" Co.; Armour ... Co.; Wilson 
.It ('0. Ino.: 'I'h. (ludllhy ('0.; Uygrude Jo'ood I'r(Jducts Corp.; Klnglln .I: Co,; Georgo ,!t.. Hormel .I: 00.: 
'I'he !lath ['lickIng Co,; JUt~Jb ./)olcll'ncklng Co.; and John Morrell ... Co, 

r'cdt'rol '1'M1d~ ('oll\mlllSlon (67). Adllptcd rrom tables 309 lind 318. 

DIVISION m' THE CONSUlIEU'S DOLLAU 

Out of til(' avel'ag!.' Iwit-c which ('onsum('l's paid for American cheese 
in 1939 ti1(1 fltl'lncl"s share amounted to 11.7 (,(,lItS per pound and 12.4 • 
{'(,Ilts was IClft ns the mnl'keting mnl'gin. In the following paragraphs 
tit(' shlu'c whieh I'epresen ts thl' markPting margin is arl'llngcd in din'er
{'II t ways to brillg out how thnt Il1llrgin WIlS divided among Ylll'ious 
kinds of eiaimall t:;.lS 

SU ....UES 11Y AG ENel F.s,·-'l'h(~ margins taken by ('I\eh type. of ngency 
()lIgngcd in thc IIULllllflleLudng or lhe mllrketing of Arnel'iean ('heese 
nl'e I'ccord!.'d ill fi"l11'e 18. 

'1'11('. fl\/"I11(II', il~ rc('('i\'ing approxilIlah~ly 49 IWI'('ent out of ('ach 
('OnSUnH'I"S dollnl' spent for ehecsC', enjoyed the larg('st shnl'c of Illly 
agel1('y; th(' 1'(llnill'r's shnl'eltt 23.7 pC'rcent, ('OIll!.'S I){'Xt. The I\Ill0unt 
daimed by (Iithc!: LIlt' cheese factory or the wholesaleI' is about half 
itS larg(' ns lhlLt of the /'etnilel'. Manufaettll·('l's of processed cheese 
['('eci \,(Id 2.5 p('J't'cnt of the d1('ese dollar, al though the size of the claim 
is mndc unduly small beelluse only Il small pnrt of the total prot'essed 
dwese sold in 1939 hilS been inc'lllded ill the price sedes that were used 
to show n\'{'l'Ilgc consumer prices. lind it all been included, the total 
manufll,('tudng Itnd marketing mlLrgin of the yenr would have been 
morc thnn lZ,4 ('eilts, as would nlso the shal'c of the mnl1ufnctul'el's of 
the processNI eheese. 

Th!' totnl lmnspOl'lation chnrg(\ for long hnllls, wh('n p/'o-1'Ilted 
against all Am('riean ehet's!', is ('slirnated Ilt ILbout 0.3 cent pCI' pound 

IS The ll.\'('rnp;o r('!,alc price in ('onll; per pOllnd of each marketing agency during 
1939 is {'Htirnlltcd ft.'l follows: flll'llWI' 11.7, ('heese faclory 1.1.3, assembler 14,9, 
procl'~s!)l' 1 SA, whoJp"aler 1R.1, r{'tailer 2·1.1 with a I0I1~-hn\l1 tmnsportation 
chllr~e of 0.3 paid at 50l11e pOillL. Tho mar~jns d('\'clopl'<1 from those figures, • 
wdghted by tll(' relnli\'(, volulIH's gh'{'n ill figure I, prodti(' the bn..'ic from which 
t'hcllC ~c\'eru.l rstimates have been JIlnde. 
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AGENCYC~~~~tJ°:E!~E """7777.'1"7»7:>':>l 

DOLLAR 


23.1 .. .. Retailer 

10.4 .. .. Wholesaler 

2.5 • .. Processor 

1.2 .. F.ri~~~ .. llrsp,) long haul 
1.6 ~ ... Assembler 

12.0 .. .. Cheese faclor) 

48.6 .. .. Farm productioll 

RAE 458:Q 

FIGURE L8. ApPI'oximate dist.ribution of the consumer's dollar spent for American 
cheese, by agcncies, United Statc~, 1939. 

or 1.2 percent of tho consumer's che('s(' dollar. For all class I railroads 
the average charge made for nIl types of cheese hauled in 1939 
amounted to about 0.8 c(~nt p('r pound of cbeese j appal'ently, there
fore, the remaining 0.5 cent represented short-haul charges that arc 
paid by wholesale and retailnH'rchants. These payments would later 
appoar as one of the ('xp('ns('s of doing business. The tonnage of 
ehe('se hauled fOI' long distauees by trucks is small and the truck 
rcc('ipts at four markets for all kinds of ch('('so amounted to only 4 
perc('ut of the tolal production of American cheese during th{} year. 
n is assumed that charg('s for truek hauling are not substantially 
differeut from charges mado by railroads. 

BnEAK-DoWNBY J!'UNCTIONS.~.A large number of individual tasks 
must be performed befon" eheese is ready for the consumer's table. 
J!'or convenience, these tasks have been collected under one of the 
several descriptive headings appearing in figure 19, 

'rhe largest single share of the marketing expense, outside of the 
price paid to the farmer, wil.S the expenSe of the retailing function, 
This spryiet' aceolillted for nearly half of the total marketing margin 
and about one-fourth of ('ach consumer dollar spent fOl' cheese, 

By comparison, the shares claimed for wholesll1ing and for processing 
WOI'O about ontl-half us lurge, The cost of assembly is nominal. It 
looks smaller lImn it is, howe'vcr, fol' no charge could be, determined 
for tho cosL of bl'inging milk to tlH' ('h(l('sC factory. So this charge is 
ineiudcd pariJy in the share shown fo[' the fanner and partly in the 
shu:re claimed by the cheese fudol'Y. 
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.. 11.2 _1...'UlI 

.. I.J ~::;;~won 

.. la lI'n"'",u,lnl 

.. 2.0 ""ombl, 

BAE"1588a 

FIGURE 19.-Approximate distribution of the consumer's dollar spent for American 
cheesc, by functions, United States, 1939. 

BREAK-DOWN BY EXPENSE lTEMs.-The distribution of the market
ing margin for cheese of 12.4 cc-nts per pound according to kinds of 
expense in 1939, is shown in figure 20. The cost of milk bought by 
the cheese factory was the largest single expenditure. Wages and 
salaries were the next largest and these arc estimated at 22.8 percent 
of the amount of money consumers spent for cheese. At the same 
time, this bill for wages and salaries, which totaled 5.5 cents a pound 
of cheese, amounted to 44.4 percent of the marketing margin of 12.4 
cents Il. pound. For property expense-which includes rent, light, 
heat, . power, ta..'Ces, and similar charges--the estimate is 2.0 cents a 
pound or 8.3 percent of the total margin. The cost of supp1i{'s used 
in mnnufacturing and of packages was about half as much. Profits, 
coneerning which more will be said later, equaled 7 percent of the 
total cheese dollar. The other expense items are briven in figure 20. 

BREAK-DOWN IN AN ILLUS'l'HATIVE OASE.--If a lot of cheese pro
duced in not·thern Wisconsin were handled through regular channels 
and finally sold in New York, the distribution of the 1939 average 
retail price of 24.1 cents a pound would be something like that shown 
in figure 21. These results differ somewhat from those shown in 
figure 18. The major difference expressed in cents per pound, is in 
the charge for transportation which here amounts to 0.8 cent per 
pound compared with the average applicable to all cheese of 0.3 
cent. In consequence, the share of the consmner's cheese (dollar 
paid out for transportation increased to 3.3 percent. The share of 
the factory decreases by nearly 3 percent because this cheese was sold 
through regular clumnels, whereas cheese factories generally marketed 
nearly 12 percent of the total production at retail, or dirootly to retail 
stores, at prices somewhat higher than they could ob.ain from assem
bIers. . 
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'F.lGURE 20.-Approximate distribution of the consumer's dollar spent for American 
cheei:!e, by type of expense, United States, 1939 . 

• AGENCY 
CONSUNEft'S ~ 

CENTS OF THE ~:ri~~~ 
OOllAR 

.. Retailer 

.. Wholesaler 

.. Transportation 
2.5 .. Assembler 

9.1 + .. Manufacturer 

48.6 + .. Farm production 

BAE~21• FIG UIU: 2J.- Approximate distribution of the consumer's dollnr spent for American 
cheese, mallufactured in Wisconsin and sold in New York City, by agencies, 
1939. 
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ANALYSIS OF MARGINS 

OHEESE MAKING.-Choese making is of ancient origin. Cheese, 
with some justification, might be said to be a natural product, for 
when milk sours a curd is formed which in itself is a kind of cheese. 
Nowadays, success in cheese making involves more than just being 
able to make cheese. It depends upon how well the cheese is made, 
Iwd this in turn depends upon a 6'l'eat many things, not the least of 
which is the pl'l\ctice of the skill. Successful cheese making depends 
to a considel'Rble degree on such commonplace things as yields of 
('11('<.'se pel' hundredweight of milk; the quality of the final product, 
the money paid out [01' supplies and equipment used in manufn.cturing, 
and tho amount of money received for the cheese .. 

The Census of N[anll faetul'('s for 1939 reports 2.5 cents pel' pound as 
the cost of manufacturing cheese. . This total cost is made up of a 
('hal'ge of 1.08 cents fOI' wages and salaries, 1.42 cents for all purchased 
supplies and eontairl('rs, and 0.04 cent for power and fuel. But 
lll('s(' figures provide only a starting point in the present calculations, 
1'01' they apply to all types of ('heese made in factories i and it is well 
known that SOlUe kinds of cheese arc more expensive to manufacture 
1I11m American cheese. :Moreover, the Census figure is inadequate 
Iw('allse it does not include either an allowance for fixed charges or 
such pl'onts fiS may be earned. 

In apPI'oaehing the matter of manufacturing cost, consideration 
lllust be given to the fact that cheese is produced under three rather 
difl't'!,(lnt situations of cost. 

Most important, in terms of number of concerns, is the community 
eheese factory of the type common in Wisconsin. 'rhis is a simple 
plant, in appcal'ltnce much resembling a dwelling (and it sometimes 
S('I'VCS that purposr, too) costing from $2,000 to $5,000 and containing 
mnllufactUl'ing equipment of about an equal value. In 1927, it was 
(lslimated that 72 percent of sllch vViseonsin factories had a value of 
I('ss than $4,000 each and 84 percent contained equipment of a vah!() 
Ipss than $2,500 (1). For the most part, these arc small factories 
lmdng a cn.pnrity of less than 10,000 pounds of milk daily during the 
SPltSOIl of flush production For new factories of the same size con
st I'uoted in 1928, the investment in building was estimated to be 
$1),000 and the cost of equipment $6,000 (62). 

Tlw fil'st point to be considered in determining manufacturing 
('osts of community cheese [nctories, therefore, is that firms of this 
kind rt'C[tlil'o a small capital investment. The building and equip
ment charge (if any such chnrge is made) may range from 0.2 to 0.5 
('('nt pN pound of cheese. The second is that these plants draw most 
of tlH'ir' milk from adjoining farmers who are locnted mostly within 
/1, radi us of :2 to 3 milt's. from the factory and the farmer himself brings 
his milk to the factol'y each day. It takeR about 10 pounds of milk 
to nmkt' a pound of cheese. 'l'herefore, if tho factory where this reduc
lion in w('ight occurs is close to the sources of milk supply, much 
lml1spol'tnJion is savcd. Even more important is the fact that this 
11ITltllg('ment is likely to insure the receipt of the very high quality 
of milk requil'ed to make good cheese, because the hauling time is 
k('pt to a minimum. A. community cheese factory draws from a 
limited number of adjacent fanns, and only a few miles dowp. the rond 
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there is usually another factory that takes the milk from its neigh
boring farms. 

• In these community cheese factories a most unusual arrangement 
has developed between the factory opemtor and his patrons. The 
buildings frequently are owned by the local farmers, the cheese maker 
providing the equipment and the necessary supplies. Under these 
circumstances, the cheese makm' either works for a salary 01' is paid a 
feo for each pound of cheese produced. But even if the cheese maker 
owns the factory and the equipment, thet'e is likely to bo some COOPOl'a
tive arrangement with tho patrons which means that the enterprise 
is much more liko a farmor-cheese maker joint venture than a strictly 
commercial operation. 

What(wm' arrangements arc finally worked out between tho cheese 
maker and his patl'ons it is not common for milk to bo bought out
right. The net result is that the fal'mer's blliky and pcrisho.ble prod
uct has been convCl'ted close to home into one that has the opposito 
chal'acteristics, and the cheese maker has had the opportunity to con
vert his timo and skill in to an annual earning. 

• 

'rho commcrciul cheese factory is larger and more elaborately 
equipped than the community fn,ctol'Y. It must pay attention to 
the volume handled; hence the territory from which it must gather 
milk has to be considerably larger. This means longer in-bound hauls. 
Expenditure for buildings and equipment must be larger. In all 
probability the installation of expensive pasteurizing, refrigerating, 
und can-washing facilities will become imperative and these new pieces 
of equipment will more than double the total expenditures for equip
ment ovm' those required in the community factory having similar 
capacity. Thus, this type of factory is brought fnce to face with the 
inexomble reln,tionship between volume and costs which seems to be 
of much less importance to the community factory. 

'1'ho1'e is still one more kind of cost structure. No serious problem 
is involved in setting up a cheese vat in plants that are principally 
devoted to making butter and condellsed milk or in handling market 
milk, and operating the vat from time to time. From the Oensus of 
M!1llufttctUl'CS of 1939 it flppeltl'S thut about 10 percent of the total 
cheese produced in this eoulltry was madc in plants not primarily 

TABLE 32.-Production of Amen'can cheese, number of factories, and average 
production 7)er factory for specified States, 1989 

Production Factories 
Avcrngo

State prodUct 
QUlIntity IPercentnge Pcrc~ntngo per faotory Actualoltotnl 01 totnl 

1,000,0/i0 1,000
pound. Percent Number Percent pound. 

WI~consll1 ••••••__ ......................... 28,1. 0 52.0 1,45l 03.5 105.7 
11I1nols•.•••••••••••••••.•••••••••••••••••• 29.2 5.4 88 3.0 331.8 
ImlhuUl ................................. .. 24.2 4.5 45 2,0 6:17.8 

10.0 3.7 50 2.2 308.0~~~~~~n:::::::::~::::::::::::::::~::::::::: 15.1 2.8 33 1,4 457.6 
Others ..................................... 10·1.0 30.7 617 27,0 2G7.3 


• Total ............................... . 537,31 100.0 2, 284 1 100,0 236.2 
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devoted to che('se production. There are costs assoeiated with occa
sional operation of these cheese vats, some of which can be itemized 
with case and some only with difficulty. The answer as to costs will 
depend upon the accounting practices followed by particular concems. 

A Tough impression of the importance of these several types of con
cems may be gather('d from table 32. More than half thr Americall 
('herse produced during 1939 was made in 'Yiscnnsin where the average 
produetion pel' factory was u little less than 200,000 pounds per year. 
I n Illinois, the next largest producing State, which ac:counts for only 
fj percent of the United States total, the average production per 
factol'Y was about 300,000 pounds. In nrighboring Indiana the 
aye rage fn,ctol'Y production per factory was over 500,000 pounds. 

In 1939, in "Wisconsin, fOUl' cooperativc eheese fuctoriQs of different 
volume, l'('ported ('osts prr pound of ch('(lsQ made 1'I1nging from 2.2 
(,pnts fOI' the smnllest produ('('l' to 1.5 ('cnts for the largest (table 33). 
This difJ'rrpnec' of 0.7 ('ent a pound is ('qual to about 5 percent on the 
factOI'ie's' selling priC'c for ehe('s('. In ge1l('l'al, costs of operation seem 
to dN'I'PUS(I 11,>1 t.I1(1 yolume of ehC('s(' mucic grows larger. At th(' same 
tinw, tIl{' diil'pI'P1H'P in mallufaetul'ing ('ost bd;ween the plant that 
pl'odu('('s 500,000 pounds and the plant that produces neady 2X times 
a8 TIlII('h WitS only 0.2 ('ent per pound. 

TAOt..E 33.-Factory rosl8 per pOltnci of cheese made, lViscon.~in, 1939 

Cost per pound of cheese mnde In factory
produclng-

Item 
1,230,000 770,000 479,000 354,000 
pounds powlds pounds pounds

----------------·-1·--- ---- --------
Plllnt ('xpense: Cenl! Cenl .• Cenl.! Cenl! 

Wll~es nnd salaries ...... ________________________ ._.. 0.44 0.38 0.54 0.82Mnterlllis and containers. _____________________ •___ • ,76 .70 .73 .65
Power, fuel, ligllt.. __._.___________________ ........ _•• _ .07 
 .\6 .H .23Other_______________________________ •______________ .. __________ _ 

.02,----,----.,-----,..---- 'l'otnl ____________________________________________ ==1:::;.2",,7'1===1.=3=-9 ====!====1.41 1. 70 

O~~~~ .29 IInterest, depreciation, repairs, taxl!S..______________ .15 .28 .48Admlnlstrative_______________.._____________________________ .. _. . ()q 
• ().1 .02Other•___________________________________ •• ____ .___ . II .0.1 
~ 05 .02 

'rotnl_. __________________________________________ ---.-2"-;,'---.--1----'---- 40 .:lfl .52 

Ornllll totaL__________________________________.. 1.531===1.=72=1 2.221. 771 

Coo!lemt!\·c Auditing Service, ~!iIlIICIIPolis, ~flnn. 

It would app('al' that the influencc of volume upon ('ost in chcese 
factories is not so gl'(lat as that expet'iell(,(,cl in other types of lllallU
factl1t'ing. If the (>XP(lIH.litUl'e fOI' wages and snJa.l'i(>s in the smallest 
plant hlte! b(\l'n as l1luC'h as 0.5 {'Pllt 11 pound lowel', whieh is a val'iation 
that ('ould ('asily OCC'lIt· lwtwc(,1l plants, the gt'('atpl' part of tl\(' difl'or
('nc'l's h(\tw(I(,1l tl\('se factories would di::;appeal'. In commel'C'ial fac
tOl'ies of this kind it IWluil'cS Itbout three 1l1('1l for earh 10,000-pound 
chN'se vat, and a, plall't containing mOI'n than one yat would require 
more mC'1l in ahou t tIl is same ratio. Thus, if plan ts of qui tt' difl'crcn t 
size cnjoYNI till' Ramp s('asonlLl yaL'iatioll in milk rcc·t'ipts, if all "ats 
were equally fillc'd c[t('1! run J and if thn w[tgo mtcs wcre similar, the 
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labor costs pN' pound of cheese in the several factories could be ex
p('cLcd to be Ilcal'ly the Same, 

The sum of the plMt t'xpcnses equals about thrce-fourths of the 
total factOly cost for all but the largest firm; for this firm the relative 
figure is 84 p(w('£'nt, 'fhat is because the sum of the "geneml ex
pensoll i tcms ci£'clines with increasing volume, amoull ting to 23 per
c£'nt of the total for the 300,OOO-pound plant-and to Hi pel'cent for the 
million-pound plant, The cost of materials and containers in all 
planti'l is much the snm£', It amounts to about three-fourths of a cent 
p('!' pound of eheese produC'rd, With total faetory ('osts that difl'cr, 
this similar container charge is cqulll to about half of t}l(1 total cost of 
the lal:gc plant and less tlllm onp-third of the total cost of the smaller 
011(\, All told, it would appeal' that somewhel'e in the neighborhood 
of 1,5 to 2,0 cents pel' pound was n,bout as low as manufacturing costs 
('ould fall undm' the conditions that existed dUl'ing 1030, The esti
mated ehpN>e-faetOlY costs ineluded in the disll'ibu tion of the eon
SUIlH'1' cheese dollar' W!LS 2,0 cents per pound which ineludes an allow
ance fOl' pl'onts not provided fol' by these foul' coopemtivc ('oncel'l1s 
and alt unknown amount of in-bound tml1sportatioll charges paid for 
haulillg mille. The fOUL' Wisconsin factol'ies had an aV('l'age in-bound 
hauling cost of 0,3 cent pel' pound of cheese made, 

'rhc tenacity with which plant e:-.:penses in a givpn fantory hold 
wiLhin a Hal'row rangc in spite of very wiele differcnees in the volume 
of ehcese Pl'OcilWpd is illustrated by the following monthly figlll'CS of 
one lal1~e ehecse [ltctOl'Y, In Lite month when production was Itt thn 
annual rate of 700,000 pounds, plant (not total) expenses aIl101111t('d 
to 1.85 (\rnts fol' ('aeh pound of 011cP5e produced, But WhCll the 
Itnllual mte of Pl'Ocilietion incl'pasecl to 1,000,000 pounds, tlH'se 
(~xpl'ns('s toLalpel 1.78 cents; and whon the rate gl'OW to 2,500,000 
pounds, thc oxp('ns£'s WPI'l\ 1.72 (,Cllts,1U 'rhe plant expcnse of this 
fil'm was somewhat laq:~('l' than that of any of the foul' eoopemtive 
fa('tol'ic's [01' whieh data al'e giv('n ill tablc 33, 

Diffcr'on('os b('twCl'1l cbrosp f(t('tol'Y costs, howevel', arc tl'aeeable to 
dif)'£'I'enc'('s in Lhe plant and its equipment, A oll('('S(\ faetory that 
prodlwPR 300,000 pounds of eh('csc annually with r('speet to which 
Il, capital outlay of $12,000 hl1slwcn made in plant and equipment 
would have lixl'tl ellll1'gps pel' pound of c11c£'se Lhat would be about 
0.4 ccnt loss than It plant that hn,ncllps exaetly the same volume and 
Iiad $1 S,000 in vostNI ill building and oc[ uipment, 'rhc $6,000 clif1'c/,
P11C(' in ouLln,y, in this ensc, WIlS tracrable to tho faet that one plant 
waR ('<I ui pppd wi th pastt'urizing and cooling pquipmcnt and can 
wllshpI'S, /HId the oLIi!'I' was not, 'L'lw plant with the lal'gel' i[tYestmeut 
will be obligp<i Lo push itR volume b£'yond the 300,000-POUlld point 
if it is Lo stand 011 an Pq ual ('ost hasis wi tit tIw other, 

PrPliminttl'V estimates indicate that from 40 to 50 pel'('ellt of the 
Ameri('an elicese pI'oduccd in recent years has bccn made from 
past(Hll'ized milk,2o In parts of the country where the lal'ge eherse 
factory predominates, pastelll'iztttion may be expected to be the 
common practice, On the other hand, in the older cheese-producing 

10 Adapted from materials furnished by OPA, 
20 Vlliry Branch, Production and Marketing Administration, United Statef! 

Dcpartmcnt of Agriculture, . 
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arens, like Wisconsin and New York, 25 percent or less of the total 
production is made from pasteurized milk. These are the areas 
where the small factory is most common. They are likewise the 
areas from which came nearly 60 percent of the total American cheese 
produced in 1939. 

The small community cheese factory seems to stand on a con
siderably different footing than the large firm. Often it is a one-man 
establishment. Its factory building is simple and inexpensive. It is 
not likely to be equipped with can washers, pasteurizers, or cooling 
facilities. Thus the charge made for building and equipmcnt may well 
fall on a plane which comparcs not 1.mfavorably 'with the ordinary com
mercial factory, particularly if that factory is producing within the 
volume> range of 300,000 to 500,000 pounds. The cost of supplics and 
contniners to nil types of factories should not be substantially diff(>l·ent. 
The prn('ticc of the small factory of sclling its ('heese soon after it is 
made reduces lloor-space requirements and also minimizes the labor 
needed and the losses in weight thlLt accompany longer holding. In 
1937, of the> 48 community factories paying cheese makers on the 
basis of a pound of cheese, 47 paid 1 cent a pound or less. Out of 
106 fnetories where the fcc to the cheesc makcr contemplated that he 
would also fUI'nish the supplies, 71 paid 2J~ ('cnts a pound 01' lcss. 
There is no apparent reaSOll why a well-11m ('ommunity ehe£'se factory 
should not be able to turn out a produc·t at a cost comparable with 
that of a llLrge>r ('hcese factory. 

Estimatl'fl of the cost of operating cheese factories of various size 
that wcrc to be erecl£'d in ccntral Washington in 1941 are given in 
tahle 34. 'l'hefl(, plants were to bc cquipped with can washers, mechan
ical coolil1f; faciliLics, and pastcurizcrs. :\loreover. they were to have 
suffieicnt storage SPII('£' to cure n much larger part of their production 
than if) cllstomary in Wis('onsin. The total investment required for 
each such plant is shown in this table, as is the break-down of the 
operating costs. However, the costs shown for the flix plants arc a; 
low as they are only because it was assumed that daily recC'ipts of 
milk would ILverage no less than 80 percent of the rC'ceipts during the 
flush season. In the important cheese-producing areas, average 
daily ['cccipts of 60 pereent arc considered satisfactory. If these 
six fuctori('s we!'e located in Wisconsin they probably would show 
operating costs somewhat higher than those now recorded. 

In milking comparisons of costs bet\\-een factories of varying size 
on the basis of the data in tables 33 and 34, allowance has to be made 
[or the fact that the data for the 'Washington factories, in table 34, 
are cstimatcs by engineers and not actual operating costs. Also, 
tho vVashington estimates are for 1941, when costs were generally 
higher than in 1939 for which the Wisconsin costs were compiled. 
In Ilddition, the estimated costs in these plants make some allowllnce 
for ageing and may rosul t in some increase in prices over those received 
by plants without such facilities. However, there are two points 
that appear to be indicated by these tables which are worth noting: 

(l) With each plant operating nearly at optimum capacity, the 
estimated costs in these western plants are higher than those in the 
Wisconsin factories of comparable size. :\Ioreover, only the 3
million-pound factory in Washington shO\vs estimates of lower oper
a.ting costs than either of the two middle-sized pla.nts in Wisconsin. 

• 

• 

• 
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Thus the first point noted is that a plant with heavy investment in 
equipment may carry a cost load that can prove to be a considerable 
handicap. It can fail to be as economical as the much less imposing 
small factory. 

(2) Total opernting costs of cheese factories per pound of product 
decline slowly as the volume handled is increased. (This is not the 
same as saying unit operating ('osb; decline as the plllnt of a given 
size approaches its optimum.) The largest plant shown in the table 
develops a unit cost that is about 1 cent per pound of cheese less than 
that of the smallest {actot·y, but to reduce opel'llting costs by 1 cent 
rcquire·s a tenfold increase in production. The Ildvantuges of scale 
are not large and they make their appenl'llllCe reluctantly. 

r ABLE 34.-BsUmaiec1 costs of prodllctio,~ of cheese in factories of various size, 
central Washington, 19.p 

Costs per pound ot cheese prod uccd Totnl 
C()~t at 

Cheese llIade buIlding

(pounds) /uld 
 Total Fuel, power Labor 

I'!lul[1' Building 1 
f:qulp· II 'ct lI~h t, and lind S II Totalment 1 let re(rlgcm. mllnll~e. UflP esment cos s tlon llIent 

Dllllur' l-::;;:;;-~~- CC1II. - ~-;;:;:;:-~ 
321.200............ . IH. (HO 0.21 U.7I 0.92 0.34 0.71 0.71 2.68 

tH2.·100............ . 2.1,0.0 • H •4~ .58 .27 .60 .68 2. 13 

!ltl:1.r.oO............. 28, roo I 12 .30 48 .21 • 59 . 66 1. 95
. 
1.284.fIOO........... 34,000 .10 .:14 .44 .19 .57 .ti6 1.86 

1.000,000.......... . 39,100 ,1)9 aq .41 .19 .56 .65 1.81 

3.212.000.......... . 52,450 .07 : 2i .28 .16 .66 .65 1.65 


1 lrl('lud~s chn'~['S (or (\l·prcclallnn.lntcrc.qt, repairs, mnintcnance, Insurance. and ta,es. Sufficlcnt curing
spactlls 'provld'.'d to sto,u the nUlllmum output (or lIuout 3 weeks • 

•\~rIcullurnl ProcessInR IlI<lustrl~s In the Columbia HasIn IrrI"ulion Pro)(·ct. Calhoun. W. '1' ••Rrcssler. 
II. n .• f1,'d(o,oI, C. I,., and WhIW, U. II. Report by n.H: on ['roblelD 24 Columbia HIlS!n Joint Invest!· 
~nliOll. tuble 35. September 10-12. 

Two other considN'lLtions, however, influence the costs of choese 
fILctories regardless of the volume produced. It is less costly to make 
cheese of the l!u'ger size because l('ss labor is involved in preparing 
the ('heest' forms and in the later handling of the cheese. The Oflice 
of Price Administl'ation recognized this when it set the 1945 ceilings 
on prices for chN'se of the largel' styles, like Cheddar lLnd Twins, at 
1 cent u pound less thnll the ceilings for Daisies and 1.25 cents less 
than that for tll(· slllall('I' consumer styles.21 

The relative importalH'c of theltlt'ge and the smull styles in 1939 
is appal'ent from thll dlLta giv('n in table 35, N eudy two-thirds of 
the total receipts at Wisconsin warehouses during that yellr consisted 
of the larger cheeses. ~[or'eover, it would appeal' from reports re
ceived by the BUI'CUlt of Agricultural Economics during 1942 that es
sentially th(' same would have been bound to be true f!'Olll figures 
representing til('. receipts at warehouses 10CfLted outside of ·Wisconsin. 
In considering means of red ueing marketing' Ilnd processing costs the 
dramatie shift in the proportions of the large und smull chees('s which 
had been taking place during the 10 years preceding 1939, will be 
importallt. III 1928, it WIlS til(' smull cheese whieh made up nearly 
two-thinls of the toUtl AmericfLll chel·se produced. If costs of manu

2\ Ilc\·iscd MaximUlIl Pricc Regulations No. 289. 

http:styles.21
http:l�prcclallnn.lntcrc.qt
http:ltl:1.r.oO
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facturing the larger styles are less by as much as the price differential 
allowed by the Office of Price Administration, there has been a sub
stantial reduction in cheese-factory costs. 

TABLE 35,-lVarehouse receipts, by styles of cheese, Wisconsin, 1928 and 1939 

Pcrcentu~e of total 
Approxl· recelpts-

Styles mnte 
wI'ight 

1028 1039 

------,-------------l-,--~----I---
Pound. Percenl Perceni 

Large styles: 
Flau......_..__....____•••••__ •• _ .................__ ......... :\S 2.5 2. 7 

'rwlns ~ ............... ___ .. _................................. _... __ ...... ~ ... _......... ~ ...................... ~ . iO 14.9 to. 6 

Cheddars........... ,,' _~ _..... __......._._••• _" ••••__.... ~, 7(J 18.3 46.9 

BO-Ib, blocks Bnd IIIAmmoth!l ..................... ~ ............. . 80 2.5 2.8 


Total .••_••••_...__.....__.................................. ' .1"".'"""",,',,,,";..'::.:.=·::~:::::1-8=.-~=''::::::-(=;:\-.=0 
5mBII stylcs: 

Daisies ....................____........ _...... ____............. 22 a6.0 22.5 

YounK Americas.................... _...... _......... _.", , 12 1.4 .0 

l.ooKHorns_ .................... , .................... _.. _... 12 10.2 0.0 

SquBrcs ...............____...._••,_.«_.................. " 10 4.4 3 ., 

6-lb.loutnnd otlwrs ...........__..... -................ _..... ' I 5 .8 1.7
1-==I--nl.-R'I Total .,,, ...........___ ••__....._.......................... ---3i-'O
+...........
a~nnd totnl. ...................... , ............ ____........ _. HKI.O 100.0 


A~rlculturnll\lnrkctll1g S~n'Ic~, I'. S. D"pnrtmrnl of Ab'flculturc, 

Th('l'e is little doubt, 110\\,('\,('1', that thr pmctiel' of incrcasing the 
quantity of large' eh('cses mallufaC'tul'('(1 has had a C\cfinit(' b('aring on 
the growing importance of pl'oe('sspd chccse. 1fnnufnctuI'crs of pro
('('sl>('(1 eh('cse find it more C(,Ollomical to lise the hll'gN' I>tyles beeause 
the' lossc's in trimming whic'h oeC'ur in the coursc of preparing the 
('iH'l'S(, for til(' proe('ssor's vat al'e rl'lilted to the rclative surface area 
of tlH' style of checse lIscd, TIlt' Chcddar stylcs are repol'ted to have 
dOY('lopcd trimming Joss('s of about, 12 Pl'I'C'Cllt by weight, whcl'{'as 
thos(' for Daisy Ilnd Young 1\111('['i(,l1, amoun tcd to 20 pcr(,CIl t(6'O). 

ASSI~~lnr,y.-,.Th(' cmel ml1ss, as it is tak(,ll from the chccse press, 
hilS no l'('ill ('h('('s(' flnvor and is indincd to be tough Ilnd rubb(,l'-likp,. 
But whl'1l ripcl1('d it bc('omcs mt'llow in body Ilnd capable of imparting 
It taste lhllt is plpltsllIlt. smooth, nnd rieh, 

\VhptlH'r sueh dpsimblc ehal'llctf.'I'istics app('IU' during til(' l'ipcning 
dcpl'nc\s firsL upon tbo milk from which thl' ('hcc's(' WitS mnde, Thllt 
is why it is so important that thc' milk I'l'('('ind Ilt tlw fnetory 1)(' 
f['('sh, sw('t't, nlld fl'('(' from objC'('tionnblp oclors and flavol's, and hn,ve 
a low budpl'ill ('ount. A shol't haul providl's littll' oPPol'tunity for 
milk to c\('l('l'iomtC' while in tl'H{1sil and fink('s unnN'('ssnl'Y tht' cooling 
of tllp mOl'lllng milk. ~JOI'l'OV(,I', wll('.Q till' fnl'llwl' bl'ings milk to till' 
fitt'lory l'lt\'h day, It pel'sonal 1'{'lationship is ('stflblislH'd whieil fillkes 
it NtSY for till' cill'(,Sl'll1akPl' to get th(' prot\ucN' to undl'rtnke promptly 
whnt('v(,l' ll1('asul'PS al'e ne('(ll'd to illsun' qunlity milk Itt nIl tinll's. 
01)(' lot of poor milk ('IUl injurl' nil l'nlil'l' batc'h of chp(,sp. 

(l'ht'sl' dl'sirnblp. chll.l'uet('risties nlso d(,Pl'IHL upon prop(,r enre und 
hllndling of till' ('h(,(,5(' during th(' l'ip(,lling PI'OCt'SS. This is one of the 
tnsks nssuml'd bv llJ(' nss('mbkl'. AnothC'I' kind of eilltnge that tlll·ws 
I)lu('t, dUl'iUCT stol:n r,(, is a dll'mieul nll('l'lltion of the ch('cst' Illass. The 
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chemkal changes are influenced by factors under the control of 
the ri1l'l'se maker such as the moisture and salt content of the cheese, 
the style of cheese, and the usc of varying quantities of rennet extract, 
The temp('rature of the storage room, whi('h is under the control of 
the assC'mblcr, also infltl('l1('es thesc chemical ('bunges (60), 

In the case of many products, storngc is primarily designed to bring 
into balan('(' the suppli('s a \yailltblp at any time and the curl'ent require
m('nls, This s('rvie(' is ('specially important wil(>n procluctioll is 
s('asollill find eonsumption is not. That thr stol'llge of c1w('se is de
siglH'd to s('rve fL pllrpos(' of this kind (,Illl 1)(1 S('('II by complll'ing the 
figul'('s for monthly production with lhl' figur('s for cold-storage 
holdings c!uI'ing 10:19, both of ",hid\ flI'C given in table 36, But 
stOt'uge of eiJ('('se also is ([esigIlNl·· Ill'C(,SSlll'i1y-·-to hl'ing out the 
famililu' and dC'simblC' dllu'actC'risties of AnlC'l'icftl1 c1wpse, Thus 
stol'flge may bC'. vi(>wNI I1S on(' of lh(' (,S8('n liftl sU'ps in volvcd U1 

ll1nlluffLetul'ing dl('C'st', The llvt'rug(' timp in store probflbly hns 
((('('['('ns('(1 inl"P('C'n t Y('I11'S b('('ausC' HH' pro('C'ssNl ehpC'se manu facturer 
('11n $rll "gl'('C'n" ('he('se ns purt of the hknd, 

T,\lII,~; 3(J,- Production anci cold-storage holdings of American cheese, 1939 

;\lolILh 

,\fillioll .\fillion 
/10111111•• pound.,

January...... . . IlI.9 81.3 
Frhrunry . __ • _ . 5·1.9 97.4 
:'Ill\rrh._•••.•••.. ~I1, I 10;1. 6 
.~ prll _ ... ·10.7 97.6 
;\luy ...• , .. :1l.7 94,0 
June •• _ . ., 30.S 00.2 

('"Ited ~tnil'~ Pl'pnrllUl'lIt or AgricllltUrt' (51). 

Hipl'lling mny b{' donr at till' cheese factory, but in the more im
portHill. c111'ps('-produeing nt'CnR, notably in ·Wisconsin, a group of 
slweinli2('d ll1('t'('hants hn n' tnk('n this procC'ss oyet', These wat'(~
hOll:WIl1NI not only eUl'C' thl' ehp[,s(' gnthel'Ni from fadOl'irs a few days 
n ftl'I'j t i:'i mack, but nlso !ll'P 1'(,SPOIl8i bll' fOl' til(' inbound transpot'ta
film; nnd tilP), s(,pk out bUYl'rs for thpir sloeks, Thus, warehousemen 
S('l'Y(' in lIlnny ('apu('ili!'s ns nss('mbl('rs, wUI'('housemen, pro('l'SSOI'S, 
llnd distributorR, ~o doubt t11('!:ll' Ilssl'mbkrs lawe mnd!) possibl(' the 
('Oil tillU illg {'xisl(,IH'p of lilt' small ('omnltlll i ly ('h(,P8(, fndor)' by 
lwrmitlillg it to sl)('PinJi2(\ in milking cit('e8e. Out of [(j5 dH'esl' 
fuc(ol'il'S \'isitl'd in \ris('ollsill ill J028, 77 \\'('1'(' found lo IIIlYI' ('uring 
r(lorns of n si;l,(, slllli('i('lIl to hUlldle only lhe Pl'Odlldioll of 7 dnys 
Or Ips,;, during til(' s('llson of IlHIXimul1I output (1, p. 20), 
~o doubt, too, it is til(' pt'p\'nll'IH.'l' of tlw,;p mHn,Y S111111l ('omll1unity 

dIN'';(' flldorips t111lt has ('jll!sPc! till' I1sspmblillg' fndliti('s to he locntt'd 
Itt IH'llrby (,Ol1l1lt',\' point:; mliter thnn ill di:;lallt ('iti<'s. In Ull}r (lnnt, 
it i:; flt this nssl'lllbling point ill till' ('ill'l's<'-murhtillg pl'o('ess thnt 
llit' i!llt'gl'ulion so chllf'llctpl'isti(' of til(' l'l1(,PS(, illdustry fit'st I11nhs 
its UPPNU·lllH'P. In Wisconsin, ill lO;~.j, \\'nl'phou,;ps that \\"('['e O"'IlNI 
01' controllpd by tbo llilliotlul eoucel'ns Wl'l'C' J'Pporll'd to IIn,n' handled 
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more than 75 p('l'cent of all the cheese received by assemblers in 
that Stale (12). 

Table 37 shows the estimated expense of warehousemen who per
form this assem bUng fUn('tion. Somewhere in the neighborhood of 
five-eighlhs of It e('nt a pound of eheese is said to be the common 
churgo, It figure that Ilpp('ars to be borne out by the table. However, 
the table includes two iten1s that can be altered substantially and thus 
can result in a considerable mnge in the costs of individual assemblers. 
The first is the cost of in-bound transportation. This charge may be 
either lltrg'l'r 01' smaller thcm the 0.12 ('ent shown in the table. :Fur
ther investigation is needed to t'slablish the appropriate figure. The 
second is llw charge made for storage'. III pl'llC'tice the amount of this 
charge will c\('pl'nd upon how long til(' warehouseman holds the cheese. 
At commer('inL mtes, the ('ost of storage, whic~h would be equivalent 
only to the w!ll'ehousing' s('rvi('(' performed by assemblers, would add 
up, on the btlsis of 1 pound of chees(\ to from 0.3 tr 0.42 cent for a 2
month slol'age pel·iod, from 0.43 to 0.58 cent for 4-ltlOnth holding, and 
from 0,8 to 1.1 cenls fOI' a 6-month storage.22 Such a charge includes 
only til(' cost of stomgt', making no allowance for shrinkages that 
occur wht'n clH'ese is hl'!d nor for risks and insurancc and interest on 
investmrnt. 

Thrs(' ('osts, when compared with the assembler's charge of 0.63 
rent s\l~grst that only a smnll PIU't of the assembler's yearly volume is 
storrd for It long IWI·iod. A('('ol'dingly, it appears that the assembling 
('hargr of fhre-righths of a ('ent, lentnlively set downherc, will prove 
to 1)(' sonlC'wblll grnerous. HO\\'t'vrl', in the nbs('n('e of information 
cOIH'PI'lIing l!tl' lC'ugtb of the stomge period of the ci1('ese included in 
the pl'('sC'nl pri('e sl'rirs, tll('l'C' is 110 unsis on which to mnke 11 correction. 

TAIlI"E: 37.-BsIiIll1IIed operating cosls of cheese lIssell/Mers, 1942 

.\". (::st l'<'rc"nt:""",.,·----------~:~"-P-cr-Ct)-n-t. 
It~rn l1('r ngl' of '! Item PI'T age of 

\lOllm! totlll , pound total 

---------; .;~J;;_; -;:-:r:;!;----------I--.-
m
-. c Perct1lt 

Wngl)il 0.10 2,j,·1 i ~nlnTi('$ (ndmlnl.trntiOIl lIud 
'I'rllllSpoTtIItloll OnrV"ly hI:' 'elling) "'''' ' ......"".... .15 Zl.8 

houndl •. .12 1D 11 ' (JIIlI'r .••••• ............. .0;1 '-8 
su"r.lIes . . , .OS 7. () ! 
f'Uc , Jlow,'r, light. rt'frivPrtlUou . (~1 Ul!' Totnl ................... . .63 100.0 
Depre('\lItlon, r!'llt. tnXl'S, re.,

plllrs. etc ..... ... .••.• ' •• .00 14.3 : 
J 

Datil ns..cmbll·d by (lnkl' of Prjl'l' Aolrnlnlstrntloll nud mml. nvnlinblo rOrllS<~ only ns luduslTj' summaries. 

Wages lind RI1In.l'ips n.l'(, ('stimntrd to amounL to 11, little less than half 
of the nsst'mblel"s lotnl ('Xpt'I1S('S of opel'tltion, but salnril'S here include 
the ('ost or llll' snips fOI'N' flnd !lI't' not stl'i('t\y ('hal'g(,lIble to ware
housing IdOlH'. Th(' ('\lIUW~S JOI' I'{'nt, deprecintion, POW('I', l'efrig{'l'tl
tion, de., ndd up to ltuoul 20 pt'I'('pnl of the total. 'fhe cost of sup
plies, ('onsisting lllllinly of the ('xpPllditul'l's for pnraftin and office 
SUpplil'S, fitnounls to nhont 8 pl'r('l'nt of the total asspmbler's margin. 

22 '1'h(1 Om('r of Prier Adlllilli~tmliolt hns allowed u murk·up of 2.25 cents per 
pou nd for ehl't'lil' held (j month" or morC alld this presumabLy sets the outside 
limits of [he slim of lIw (·(),;ts rxprrirIH'N\ in Lonf{ storage. IIow('ver, no "sharp" 
chee.'1c is included .ill till' marketing and manufucLlll illg margins discussedberell1. 
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.About 68 P('/'c('ut of the. total eh('('se mark('ted in 1939 was handled 
by Ilss('mbl('rs. Storage may have occul'l'ed in public. cold-sto/'age 
wal'('houses or in the assemblers' own fnciliti('s, but to be counted under 
this headin~ th(' dl('('se must hav£' I('ft the fadory w1l£'re it was pro
duc('d. In 'Wisconsin, wh£'re ass('mblers can be most clNl.riy idl.'ntifil.'cl 
because they a/'e spe('ialists in this kind of business, there were 93 
cheese. warl.'hollses in 1935. rl'll('v handled approximately half the 
Ame/·jcan cheese. producl.'d within lhl.' Statl.'. The avet'iLge. volume of 
cheese handled by warehousl'S of different size. is shown in table 38. 
~[ore. than half the tolltl number of warehouses handled less than 2 
million pounds and about 80 percent of them l('ss than 4 million. 
The division of tht' total pounds of cheese handled by assemblers 
among the sevl.'/'IlL size> gl'oups appears in the fourth column of the 
table.. 

Except in llll' ('ase of the very small warehouses whose combined 
tonnag(' 11IIIollnted to 3 pl.'r('('nt, 1i.l1d the vcry large ones handling 29 
p<'l'('cnt, til('I'P was not mlleh diIl'crcnce in the relative importance of 
the busin('ss dono by I.'aeh size group. That is, the data fail to in(li
('ate that a pllrticulal' size of warehouse hilS a decided advantage in 
dIici(>ney. Had there been any partil'ultlr size of will'l'house opcmtion 
of pl'ov('d sup(,l'iol'ity, it should have shown up in the figun's regarding. 
the volume handled by wareholls('s owned by thl.' companies having 
Nalion-wide business. The avernge volunU' pel' w!1rehouse by size 
~I'OUpS, of the sO-('1111('([ national companies, is not significantly 
ditfl'l'ent from thitl, handled by w!1rl'houst's of oth(>I' ownersllips.

It would app('al' that once again t1H' ('('onomies of scale are not 
outstanding just as tllf.'y Wel't' not in lht' ('115(' of thl' ('hl.'t'se, factory. 
If It fill'iJiLy, whatever its capaeity, is adequllll'ly Hllpd, one size of 
wflrehollse will be about itS dfiC'il'nt as al1011ll'/·. 

'r.-\IILt~ 3B.-American cheese warelwusrs b!l size groups and ownl'(ships, Wisco/l.~ill, 
190:35 

. All ownerships IXUliOnU! COlllllllnlcsI Other:.Ile o( wan,hou'" In t~rlllS o( ______________~_ ..____--,.___ 
chc~so r~~"llItS (l.{XlU.OOO '. __ I 
SJounus) , \\"an-. A \'Pn1gC . Ptl~~ent .. ~ \\-rure. 1.1.. Vf.'rn~t· i \\~unt. ! A v('ruge 

: hOlbes re('l'l/lts l I~~\~C I houses ! retl·jpts I hou~es I reCt!lpls. 

- ----·--l~ 1.000 '---1----;;-1----;;;;;
l.Vumber 1'0ulld.• I Percent • Number I]lolH/d. I' Number pou/ld.• 

('nder 1 •••••••••••••••••.•••• 1 16 -IS5 I 3 1 8 j 5().I S 465 
.t, to p ....... -......... 3:1 ~."~5 ; 21 I 22 ! .~.-Ib~ : ~,:I~
11_to •.9. __ ••. _•• __ ........ __ 15 _•.108 15, 10, -.-158 6 _.,lU,


1 1;!to3,V ._ ••• __ "" ___ "'1 l:t :I,52S1 19! II 3,4115, 2 3,712 
" to I.Y. -. •••.•.• -- . 7 !. :'l!2 i ,l3 ~ 51~' 252 ? ., 07~ 
~ ~II!! o\'er ............. i 9 f >.,00 , -'II I 7 5,016 , ~ 6,BOO 


l ' 1 ,--9--3··~·~;.-~5·5·-9'---1'00'-1'--"-3~----;-,';J-3'1--3-01-2.0""
Ola nr Uv(lrage ~ -......... ~ i ~ .., l ufo ...., 


~'rohr Ilnd Col~bank (11.1'.40). 

PnOn;SSf.lD C'Hm,;sl~.-In r('cl.'nt years thl' product of the chel'se 
faetory hns bl'l'n the subj('('t of furth('1' Pl'oc('ssing. The resulting 
produ(·t is known l'ith!.'l· ItS "pnst('lIrizt'd" or as "pro('(>ssrcl" chees<:>. 

It is thl.' nonpro('('ssrcl, It l1atul"Ill or store chN'se" of thl' Americllll 
typ(' which is of most ('OI1('('/'ll ilt this time. An dfort was made to 
('ol1fhw pl'('st'nt c'onsi<i('l"lllions to natural cheese, but as one of the 
I'etail-price. s('ries used in developing figures to represent the cost of 

http:PnOn;SSf.lD
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cheese to consumers inc1udNl quotations for processed cheese, some 
part of the total production of this type of cheese is represented. It 
is assumed, for present purposes, that 24 percent of the total market
basket purchases of cheese in 1939 consisted of processed cheese. 

Estimates of the manufacturing e:--:pense involved in making proc
essed cheese are given in table 39. The total operating expenses 
are set down at 3j{ cents per pound. Of this amount, exp('nditures 
for supplies, consisting mostly of the familiar ('OIlSUmer package and 
the shipping contnin('1's in which it is packed, amounted to 1.6 cents 
per pound or neady half of 111(1 pl'o('esso1"s total cost. '1'h('re is left 
from the 3.5 cents total a little less than 2 cenLs a pound ns the ('ost 
of manufacturing processed cheesc. 

It is reported that a plant having an annual capacity of 1 million 
pounds of processed chcrse could be opel'llted by six factory ('Inployrrs 
with the sum of thrir wnges amol1ntlllg to }6 to 1 cent pCI' pound of 
cheese ml1(le. The ('(Il1ipment of such a factory would hnve a villuo 
of about $2,500. The figures given in table 39 plnce wage costs at 
approximately' 0,6 (,(,Ilt and the combined equipment, o('('upancy, 
fuel, and simIlar chnl'ges nt about 1.0 cent per pound. 

TAULE 3!l.-Eslimuletl mUIIlIJuclurill(J costs of processed cheese, 1942 

Cost p~r Percentnge 01Item pound tolal 

Cent! P(rrtllt
"-oges ' ••••• _ •••• _•••••__••_. __._.__•• _ ••_•••••••••••••••_._ •• _ "_ ••••_.__•• _ O. r. 1;.1 

RUI'r.lIes .....___ .•• _................_••••_••• _..................... __ •• _.. 1.1l -1".li 

~'up , light. wnwr. pow~r.. , ._ ............_....._.... __........_••••_._. .1 2.9 

~t'lnrIe~L .. ' . "_ .... __. __........ __ .. _.. "'~ ... _~.__ .,._ ....... ~ .2 5.7 

H(·lIt. deprct'iMino. r~llnlrs. lll~('s. lnl~r("t ._........ _.• __ ._............... .4 11.-1 

()th~r .... _ _ _ .•. ___ -.,__ ........._..................... ........ .0 17.1'
----J----TotnL ..••••••••_................ _________•___ •______•••_............. _ 3.5 100.0 


Dnttll1.'lSclUblell by Ofllcc (Ir Pritt••\dmlnlslrnll'lll Bnt! nvnllnble for uso only as illuustry summnrles. 

WHOLgSALlms.-All but 11 p(,I'('(mt of th(' c11('('se 1l1nrketed in 1939 
passed through the hnnds of somC' kind of wholC'sale agency. By far 
the largest part of this volume was hnndh'd by the integmted dairy
and-rnNlt pneking (,011('('['n5. The major PflI't of the cheese sales of 
theso firms was llIndc direct to retnilers and to institutions. These 
firms nlso supplied the major pnrt of the (It>mancls of independent 
wholesa1(' mel't'illlll ls but this volume of business wns srnall-only 
one-lc'nth of the total cheese mltl'kl'ted during the y(~llr. 

It is cstimllted thnt the who1esll.l('r's sharl' of the 24.1 rents which 
was the a\Tl'l'Ilge retail priet' for d1l'l'Sl' , was 2.5 rents in 1939. In 1945, 
tIl(' Ofliee ofPri('(' Administl'lllion defined Il1IlXimnlll prices in such a 
wny thnt the combinNI mnq~ill of pl'imnry wholt'snl('l's and of service 
wholesalers rnnged from 2.G4 to 2.77 cents p('r pound, depending 
upon the styl£' of tll(' ('hees~' illYolwd (table 40). The mllrgin of 2.5 
<:('nts is ('qunl to lOA ('ents out of til(' ('onsull1('r's ch('('se dolInr Il.nd 20 
per('£'nt of the' total marketing nnd processing I11llrgin. If the av('ragc 
sdlillg pri(,c of all wiloh'sllie m£,l'chants in J gag WfiS 18.1 ('enls pt'1' 
pound, til£' gross margin of su('h COlwprns would be in the nl'igilborhood 
of 14 to 1{) prrccnt of the resille value. 

• 

• 


• 

http:TECHNIC.AL


• 


• 


• 


MARKE'rING MARGINS AND COSTS FOR DAIRY PRODUCTS 65 

TABLE 40.-0,Uice of Price Admini8tration maximum/rice per pound delivered CIt 
Wisconsin poi1lts, by style oj Amen'can chee8e an type of agCllcy, 1945 

Fnctory I Primary Service Cash nndStyle FOB Assemblers whOlesulers wholesnlers' whc;;j~~lers 

CtIIl., CentJ Cent. Ctnt~ CtIIt. 
Nntural che~l;C, ChNhlar, nnd larger ..••••• 2:1.25 24.00 2·1.48 26.64 25.68 
Flnts ................... " ...... " ...... .. 2.1.m 24.25 24.73 20,91 2.5.64 
Douhle nnd trlll1£' dnisl!'~ . . ... 23, is 24.liO ·~4. 99 27.19 26.21 
RIngle dnlsl,·s, i()llghorll5, nnd young 

Anl~rlcos . 24.25 25.00 25.W 27.75 26.75 
Pfc'olcs, IIIld~,.. ts. SIluare prints. JlMlIr1l1 

lour, nnu Slllllll(·r.. ....... .•• ..... . . 2,1.:..0 25~ 25 25. is 28.02 27.01 
Processed ehc,'s,,I:

H pound or lrs.q .' .................. .. 2!l ;l~ ~O.34 33.76 31.83 

H pounu to 2 pounds .•••••••_••__ ••••• 2S.()() ,:::::::::::: 2S.5Q al.OR 29.96 
O\"cr 2 IlOllIIUS........................ . 2i.OQ "....... "' .......... _o!. 2';'~54 20.97 28.89 


omce Qr Price Adlllinistrntion muxbnllm prim regulations. 

The. aVl'rnge op(lrnting (lxp(lnS(lS of various types of wholesalers 
reported by tl1(1 lU39 Censlls of Business appears in table 41. TI1('se 
dnta 1U'(l for firms that haJ1dlC' soml' cheese along with otlwr merchan
(lisp. It is not disdosl'd in whieh group are to be found those firms that 
play It dominllnt pllrt in Lhe whol(lsale. cheese tmd(l. 'fhe totill (lX
pNIS(,S of til(' tht'l'e types of wholt'salers shown in this table. and the 
disposition of those total exp(lnsC's among vilrious types of e::q)endi
tur(~s arC' suffici(lIltly ('lose to WUtTnnt the gen(lral observation that 
the Opl't'uting (lxI)('ns~' of wholc'sa!('rs wus in the n(lighborhood of 10 
P('J'C('llt of snl('s. In this event, the br(lnk-down in terms of per
('(lntuge of snles wouLd u(' as follows: Administrntion 2.5 percent, 
selling 2.2 p('re('Ilt, deliYl'ry 1.7 pl't'cl'nt, wnl't'house 1.3 p(lrcl'nt, oc
('upaney find othl't· cxp(lns(ls 2.3 perc'(lnt. Th!' cost of pny rolls, 
whieh is charged to l'a('h of lIH'SP ('xpense cI1l8i::lifientions, is nbout 4 
pPl'cent of salt's Ilnd 40 p('t'cpnt of the wholesnlel"s tolal (lxpenses. 

Lf 10 pel'(,C'l1t is J'('PJ'('s('lllnliyt' of the busin(lss expellS('S of whole
sfil('rs who hundll' ('hl'l'Sl', lind til(' gross mm'gin tnk('n on eheC'se snh's 
in 10:31:) WfiB 14 to I{j IWI'(,l'nt, thC'1l tlll' proJits (111I'11('(L by wholesalers 
on Ow ('Iw('s(' tllt'y sold would be' fl'om 4 to 6 pt'l'{'ent of the wholesale 
\'Ilhll' of til(' ('hl'(ls(' Ilnd from 25 to 36 lwrcent of tIl(' wholesall'r's gross 
Illllrgin. \V1H'1l 11101'(' tlllln. OIl(' witol(lsniN' is involyed in the. handling 
of ('Iw('se nnd this appC'al'S to b(' the ('nsc with rl'spcc.t to about 12 
p('I'('('nt of the loUt! Anl('riean dl(lC'S(l mal'kl'tNL-this margin would 
b(' divicI('d among the S(lvl'l'll.l ('ouc'('rns in some way not now apparcnt. 

TABLE 4t.-Operating expl:nse by whole'sale trade and by type of expense 1989 1 

._ ·~.'I'r~·'l" --r~i~t.a·.I.. '-\<I~l~ill'lis III g Il)~lh'..r.l W'!lr~' OCCII' I,. Olh 
_ .. I.~ ~~ Istwlil'(',' r n . • ~ j hOllse IlnlWY cry 

C(lIt,' ! em!!' "I--;:-r--;~;r~;,-;::;:;:-~ 
Dairy nlHl poultrY I'rodu('ts ., 8.ll , 2.:1 ! I. 7 : 1. 5 : 1.1 l.·\ 0.6 
.\lelLtlll)(lllTOYlSilllls ....... 1l.4 2.7: 21l. 1.3\' 1.9 1.1l,81 
Ciroceries, gVlll'ral hUQ .. :.:::..~ ....~ .•u_~.lt I 2.·\ ! 1.7 1.:\ 1.3 ,7 

I Includes firms with total SIllcs or $101),000 Qr mor~. 


CetlS'15 of Business, Wholesale 'fmde, 1939, YOI. It \M, lable 5) . 
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8001(' ('onnl'mlllion of tlwsl' c\l'cllH'tions drawn from c'('nsus data is 
found ill the' figlll'PS d<'vl'loped liS n. ('('suit of the li'('(IC'1'n1 Trndc Com
mission's segI·('gn.tion of tho opernting ('xpellses applielLble to the 1940 
('hees(' sales of foUl' dairy-products firms. The rt'sults art' shown in 
tttble 42. Tlll' gross ma('trin tuken on ('heese by these eoneerns wus 
over 24 p('rcent of sul('s. But as total ('xpens('s came to n little morc 
than 17 p(,I'('('ni lhpr(' was I('ft 011 balanee 6.S percent of sales as 
profit. This showing of profits ('anwci from handling ehe('s(' falls 
within lIw rnng" dl'l'ivl'd from tb(' t('nsus data. But ('xppns(,s of the 
COI1('('rns that W('/'l' elllll'gC'llbk dil,('('tly to dH'l'se W("'O ('onsidNably 
Illrg~'I' than llH' (,l'/lSUS figllr('s. As Inor(' than 3 P<'I,(,l'lIt of til(' to lit I 
('XIWIlS(' is dpvolNI to ndvl'l'tising, it would appl'!u' thaL the proportion 
of PI'O('('ssNI ('h('l's<' hnndlNI by til('In was mt/eh larger t.hnn that in
ellidNIIH'I'(' wh('n ('ulcullLti ng lIll' 1939 rnnrketing and processing margin. 
~r hpll loo, tlH' snit's of tb('s(' ('onc<,J'l1S in('lude foreign types whieh 
were· wholly l'xeludt'c\ from the prl'sent ('aleulntions. The Federal 
Trade ('ommil'sion pomted out thllt thesr firITIs ('ustomarily store and 
wholrsalr lIH'il' rht'l's(' in a way that involvt's rl'frigl'mtion shipm('nt, 
and stol'agl' in bmnC'h houses (';7, II. 59). Ofh'n they d('livE.'r to re
tail and institulional buyers by ('ompany-ownl'd trllt'ks. This is es
s('ntinlly tlw sumr kind of distribution service that is provided by 
Illl'lLt pa('i('rs who opl'mtc brandl housl's. 

ComplLl'ison of the gross margins, profits, and distribution Cxpl'nses 
involvl'd in thl' Illarkl'ting of ('heese with similal' figur'l's for butter is 
mac\(' in this titbit'. Of significanc'l' is the fact that thl' figures sctting 
out lht' gross Illargin, thl' expense, and till' profit nppli('able to sales 
of dl('('S(\ rX('l'l'drd those for buttpr. TIll' gross margin takl'n by 
('hl'l'se whol('salC'I'S is OY('l' 24 pl'r(,l'I1t of snips, while the margin on 
butll'r amounts to about ]6 pl'rcl'nt. Although the l'xpenses of 
handling chrrs(' rxcl'(·d thosl' fOI' buttl'r by about 3X percent, still 
lhl'Y do not bpal' the samc rl'1ntiol1 to the gross margin in each in
stancr lI.nd 111('I'l' I'('mains as profit a r('turn of 6.84 percent of sales 
whkh is /lt11l!'1)' twicr thnt ('1U'nNI by butll'r. 

'L'AIII,E 42.-·/hslribution of se/reted u'holesaler's gross margin for all typcs of checse, 
by /!JP('S of c:rpellSe, 1940 

4 cheeso ~OIl('rrns I I 12 butler con~rns ' 

:'~;"~:nl1\ge~~~r;'~I" Pcrccnlngo Pcrccntnge of 
015111"S , gross Ulargln 01 $lIles gross margin 

----~-------- ._._-'----":---_.'_--
Admlnlstrntll'ellllU !lell~rnl ................. 2.821 11.7 6. OS 31.2 
H,.I/Iug........... ....................... ,' 1l.02 1 45.7 7.69 47.2 
Adl'~rtl~ing.. .......... ,. ............. 3.36\ 13.9 .,~9 3.6 
Provision (or bnd dl,bts . . ..... .•••••••. ,07 .3 .24 1.5 
~et profit (before Interest nnd Income tnICS)... 6, S4 25.4 2.69 16.5----------------1--------·1--------

Totnl gross lOargln .......... · ........... ·l 24.1l I 100.0 16.29 100.0 


1$121,300,000 nct ~nles. 
, $ 14S,M)(l,OOO net snlcs. 

Federal Trsde Commission (67. p. 89) 

RETAILERs.-Chel'se npPl'al'S to be a profitahle item to retailers. 
The reason is not hanl to find. Tn thl' pricing sehemc of retflilers, 
cheese is assigned a gross margin that is as high or highet' than the 
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avel'llgf' of nil itp/liS hnndlNl ill til(' stOI'C', But other Itl'tie/rs in the 
stort' ClLn'y It highc'I' margin and slilllllak(' only smoJI eontributions to 
profits, so lIlt' lu~y to the mlltl£'l' dol'S not lie in the' highl'l' nllll'gin 
alone, Som(,thing ('Iso is 111v01 Yl'd-the n)(,l'Chllndisiug character
isties of the commodity itself. 

ChN'SC sloeks tum OWl' from 20 to 40 times annually, :Milk, 
buLtN', Iwd ot!\('r IWTishabh's luwc a bl'ttC'r rN~()rd in this respect but 
('lwl'8(\ stands high Oil till' list Wlle-ll. nll it('IllS in the store IHe consid
t'r·Nl.~3 Although tho aYc.'mge salo appe-Ilrs to bl' ~ pound of bulk 
l'hN'S(' 01' 01\(' paC'kllge (if pn'pac'kttg('d) the Yltiue of eaeh soJo is sufli
eic'lIl1y high to 1'(I(Iuirp only !L fC'w sail'S to produce a dollar of gross 
1·(,Y('It1.I(', This 1ll('IlnS that til(' Shlll'C of til(1 labol' i1nd the fixNI cllltrges 
of the slOI'(' whi('h 111'(' Itssiglll'd to eheC'sc will bo smaller tlu1lt lhoso 
USSigll!'d to 11rti('l('s thaL move mOre' slowly nlld aro less valunble, 
'1'h(, mpid lUrll-Ov('I', mo!'(~ov(\l', ties lip fowo[' dollars in tho iuventory 
!Lnd I('ts thos(' fl'W('I' do11ill's ke'('p a('ti y('ly nt work dll1'ing the entire 
YNtI', 

Bulll'I', by ('ompal'iso!l, hus il high(,I' value and 11 higher' weight per 
J'(IUtil snip, it tUI'ns mol'(' mpidly, ILI\<1 it aeCOllllts for a smaller pal't of 
the total sLol'{'-witi(' iJlYt'lllory, Thllt is why tho ('xpenso is less in 
ho.ndling huUl't Llum in handling ('ht'('s(', At tilt' sltmo time, till' gross 
mllrgiu tllkcll Oil butte!' is h·ss thllll lhiLt OIL ('heese and so lL['e the 
profits, 

TAHI,I!; ·13,'· Relalive importance oj chce.~e sold by re/ailers 1'1L Louisville by 
tJlpes, 1D.d8 

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

l'cr~(.ntngo I I 
Annualor total tUrtlS~ll(·~.,~ .111~sl (;r~"s I Imargin g,'Jlcnse Xct profit 

l)lIlk naturul; -------I·-}-'e-'c-t,-,I-l'----,
I'

..''''ILmba P~rallt Percent Pacwl 
ChNldflr " .., ......... ' :'I'~. ~: " aO,l) :1(, 9 14.~ li.S 
Urick . . . •• , 35,0 31.6 11, a 20.:1 

I'nckug~<I I1l1tuml .... ...... ." I. IV ; 1,.8 26.4 15,8 10.6 
Hulk procl)ssrtl 

.A ltI~rlr:1Il .. .......... •. ..1 L.'i1 i 3~.O ~'7, 6 9.5 18.\ 
I'lm/Mto ...; Y. liS ! 42,9 25.7 11,7 1·1.0

PnCknglld {lrti(it·!'l.,.~d, 
.A 1Ill'rJrllll. .•. .. . ... . . .. •. .. ..' 15.8 
1'1r111~l1t() ..........................1 6.5 
TIrlclc............................... . 10.4 
Bpro!ld~ ......... . ••.•. .... . ... . IU 

~·Qrt"gl1 tYlll'S ...... ,. .. ....... . I 12.6 
11tIportt'li ............. . ..... •. 21.6 
Sorl c1h'OSCS ........ , ........ • .......1 1"'\ 
Oflltod............... •............ . -12:ij 

'l'otIIL.......... ............. . 15.! 


.AU:.lrllctl·d (mm BUfl\lII o( !-'"r!'igllllnd llol1ll'stic ('oUllllrrrC 15•• p, 35). 

Rctllil,slon's llSllftily stock mn,ny kinds of ehc('se. The l'('lativo 
important£' of Plleh varil'Ly sold by retail('['sin LouisYillc in 1928 ili 
shown in tnull' '1:3. TIl(' so-eallNI "s ton.\' , dU'C'se made up llonrly 42 
p('r(,pnt of th(' sail'S of all tYPl'S and WIl.S e·qual to llN1riy two-thinls of 
tlIn toud wlwl1 only AUlPl'lenn ('he('se is c:onsidcl'NI. Dllring this 

13 TIll' I\v('rage turn-o\'(>( of nil it(,l\l$ itl T.olli~\'ille grocery stor('s was 20,6 times 
pl~r year; the turn-over for l'hcclle for indh'idual stores varied from 12,6 to 70,6 
timCll annually, and a\'cmged 31.1 Lime:!. 
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period Pl'oc(lss(ld ch(l(lso WIlS manufactured :n much smaller volunfc 
than in 1939 so thllt thel'C has been some change in the relationship 
disclosed by this tabl(l. It is important to note, therefore, that the 
gross margin, the (lxpense, and the profits, when aU are expressed as 
pcrcentngp of sah's, Ilrt~ larger for natural American cheese than for 
proc('ssNI AnH'riC'an ('h('csQ. )VitlI an incr('ase in the retail sales of 
proeessC't\ ('iJC'Pse, tht'!'e should be some dp(oJine in all three items. 
HOW('VPI', suell p('rcentage figUl'(,s en,n. easily give an el'ron(,OllS pictur(l 
wh('n 111(' pl'iee per pOllnd of eh('eso is not the same. )Yllell reduced 
to (~('nts pel' pOI.!/ld, th(' gross margin for Lhe Americall bulk cheese was 
0.23 Cl'lIt a pound more than the margin for processed Amel'icllll 
('1I('('se in packllg('s, The ('xpellsc was 0.62 cent greater, but profits 
w(.'ro 0.38 cent srnall(,I'.24 

Tho largpr expense inyo! ved ill hllndling bulk chees(' by retailers is 
probably due to the additionallllbol' in slicing and wrapping the COll
sumel"s orci(,l' Imd to shrinkage in weight which takes pltwe in the 
store aftcr the cheese is cut and placpd on display, Obyiously, neither 
chal'go is important in connpction with th(' handling of prepackaged 
processed che('se, 

'I'll!' increasing importanc(' of proccssed American cheese compar('d 
with the c1wes(' in its nntural form, which hns been one of the out
standing tl'fLdc d(','elopml'nts during the last 20 yenrs, should hayo 
brought ahout a smnllul' gross margin on chN'se, a J'('duction in the 
('xp(,llse of handling it, nlld fl, sIludler profit (nll ('xprl'ssecl in terms of 
1)(,I'('tlll,tng(l of snl('s), thnn those disclos('d in n study of retail groccry 
slOl'(,s in Louis\'ill(', from which nil of the foregoing conelusions Wel'C 
drawn (54-). 

Although thC')'(' is no aSSUl'fLlICC thn,t the particular figures deYdoPNl 
in till' COllI'S(" of the Louh;ville study would be applicable in 1939, ther(' 
is considl'l'nhle r('ason to believe that the gcnernJ merchandising char
aet('ristics of the commodi ty \,cill hfwn chn.llgNl btl t little, Two tell
LntiV(' con('\usiolls are c1rllwn from th(' Louisville study, therefore: 
(1) Clwcsc mu,y be ('xp('ct('cI to have fI, gross mnrgin that is equlll to or 
slightly in ('xcpss of the aV(,l'agc gross margin of a store; and (2) 
dwpse mny be ('xpected to cam a largcr rate of profit than the store
wide aY('J'ngc. 

Data gatlwl'cd in 1942 from sevC'ral typ('s of rptail stor('s from which 
prieC's of nlltural ('hN'se \\'('1'0 obtuilwd sho\\'e<l that til(' average margin 
wus n.bout 25.5 pOl'cC'nt of sal(·s (tn,blt, 44), '1'he indcpc·ndcnt storcs 
doinf,{ fl l'plntiYl'ly smull busil1t'ss had a f,{J'oss margin of clwl'se wry 
simllnJ' to the gross mnq;in of thp :LouisviUC' StOl'PS of about til(' f;!lIlW 
SIZ(', ?\[OI'POVCI', as Lhe ston' sllic's incl'l'as(', til(' gross margin on ('het's(l 
dt'clin('s; it is smalll'I' by about 5 PC'l'{'('l\t of saks for tht' store with a 
total snips yolul1H' in til!' Ill'ighbol'hood of $250,000 than fOl' thosp with 
an anlllln,l yolullH' of $;')0,000, whil(' till' pt'i('('s paid by til(' consumcr 
aY('J'al!l' about 5 ('('Ills Ipss P('I' pound, PrNHlmnbly Lh('I'p is ('onsidel'
nblC' ditl'('J'Pl1tl' ill til(' ('onSUlll(,J' sl'rvi('('sofl'(,J'('(1 in til(' st'YC'ral stol'es anel 

,. {T:-;ing the ]Wr!'C'lIl1lgc fig\ll"C's "ho\\'11 ill tlw table' and a~llIIlllillP; that the price 
of bulk uatural eh{'p;;c j" 21. I ('(,Ills nnd flU' pl'i('!' of pa(·kag(·d processed American 
ehe('se 5 C('llts mon~., COllljlIU'lLth'(' fip;IlI'('~ in {'('ut:-; ppr pOllwl, would be: 

(/Tt,8,' 1I1II'l/11I H.1'I''' 11,,& N(I profit
Bulk /1uluml (,lweldal' ____________ • __ .• 7. (i!l 3. ·17 4.22 
Packaged PI'()C(,,,~('d ArIlPri(·,Ul. _______________ 7,45 2.85 4, GO 

• 

• 

• 
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there is no assurance that the cheese sold is exactly comparable j 

• 
hC'nce comparisons must be made with some care, At the same time, 
the ItVerage ('ost to the several types of retailers of the cheese sold is 
much more alik<.', Indep<.'l1<ient grocery stor('s paid about 27 cents a 
pound while chnins and supl'l'mar'kets were able to buy at only 2 cents 
less, As Lho retail pl'ice b('Lw{'en the sevC'ral typ('s of stores diffCl'Nl 
by lnorc thnn 5 ('ents n pound, the 3 cents smallC'r gross mnl'gin on 
which the large!' stOl'('S wOl'kpd had to hr. offset either by lower operat
ing l'xp('nsps 01' by smnllel' profits, Probably both kinds of adjustment 
took plnel'.

'l'lw sharH thet'l'lail('rs elnimed of the 1939 mark('ting margin of 
12.4 {'ents PC'l' pound, whieh wns given Nl.l'li(,I'J wns bnsed upon the 
av('rage mll.l'gill of 25 pel'(,C'lIt shown in this tnblo, But Il.S the av()rngc ' 
I'ctnil pl'ie(~ during 1039 WItS ('stimnted at 24,1 cents pC!' pound, the 
netunl mnl'gin, ill t('rms of ('l'nts per pound, fOl' this y('n.l', would be 
about 6 ('('nts, Thus for C'ach ('ons~lJnC'r dolln!' spent in 1930 for 
Arm'rican ('hecse, 23,7 ('('nts was claiml'd by retailers, 

TABLtl 44,---Relat'l prirr, 1'081, (Lnd grO$8 margin of American cheese, by type of 
retail slOrl\ for 1 week in Augllst 1942 

OrosS Olnrgln 

H~tljll prlcl) ('()S~ per 1----.---Type or ~Ior~ pI'r poutlll pound Pcr pound l'l'rrcn(ngo
olslL1~s 

-_________i____f·___ ----I_·_~_ 

• Indep('ndrnl: tllll .• CCllt" Cwl .•I
"tICler $20,000 annually"............. _._ .. .. :lS,3 27.5 10.8 28.11 
$20,000 In ~m,OfX) ILlIllunliv •.••••••••••. _" •••••. as,o 27. a 10.7 28.19 

:lfl.·\ 27~ 1 O.:l 25.55 
Chalot umil'r .$2tJO,(lOf) ILllnulilly ................... . 32.2 2·1..~ i.7 Zl,82 
Suprrtnnrkl'! $2W,ooO IlIlIIunll~'..................... . :12.8 25. ·1 7.·1 2~.n2 

.\t,'~rn~(." .... _4~ •• ~ ........ ~ .... ~ ...... ~ ........ "' ..... _."' .. ~~ ........ . 


MlO,OOO to $2[~),O(]O ILnnulLlIy •••••.••.•••••. -••• -\' 

35.1 2!l. I 0.0 255U 

~- .....:...--.-.:.- 
01l1cc of Prieto ;\ulllinlstmtlon-·nur~lI\l or l.ahor ~tlltlstlcs SurY~y. (Unpuhllsh",I). 

Using stol'l'-wi(\l' figul'l's for inch'pendent store's as a 1'ough ym'd
stic'k, the distrib\llion of tilt, r(\tniler's rom'gin among vnrious typ('s of 
pxppnditul'N, in I'p[nil stOl"('S is shown in table 29 (p. 47), But It has 
h('('11 pointl'C1 outi tllnL till' pI'ofits en1'I1('(l on chN'se may be expected 
to be sOIllC'what high('I' thnn Ul(' nVl'rn.ge for the store as a whole and 
that U1(' C'xpC'ns(l of hlll1dling ('h<.'ese is less thnn the aV('ragc. The 
distribution shown ill the table, in ('onsequl'nce, undC'l"estimatps 

• l'('tnjll'r's ehN'st' pI'ofits and 	IlSSeSSl'S much too lnrge a charge for ex
pensc. But in the' abs(,lI('e of suitable dnt,a to show the true situation 
those contn,illt'd in this lablp must sufIiee, 

• 

'PheitC'Ills of ('onsidl'l"ablc siz(\ ill l'ctail-stol'O op('ration nl'c the 
eharges 1111lde fol' salaries and wages n,nci for o{'('u paney, Together 
Lh('y mnkl' t1 p thl'('{'-foUl'ths of the gl"OSS mltrgin tllkC'n on all sales; 
thel'dol'(', n,nylhing thllt will l"Nluce the cost of th('se items of expense 
will eOl1tribute substnntially to smaller mlll'gins in I'dltil stores. 
Sl'lf-fil'L'viec is said to bl' OIle m(,thod of reducing expl'nses of this 
kind. 'I'll(' aveI'llge margin of thl' 291 storl's from whieh this expeIlse 
dislribu tion WIlS madl' equlllNI 18.'~ p('rCC'l1t of sn1es, with 1110re than 
two-thirds of llws(' stOI'(,S o{!'('l'illg el'Nlit, TIl(' eost of credit, 
including lossl's in ('olll't'tion, tan be as much as 4 p(,l'cC'nt of snles, 
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MARKETING MARGINS AND COSTS FOR EVAPORA'I'ED MILK 
The retail price for unsweetened evaporated milk packed in 14~

ounce cans averaged 7 cents per can dming the year 1939. For the 
quantity of milk needed to fill such a can the farmer received 2.54 
cents. That is, the farmer received 36.3 percent of the retail price 
paid by the consumer and 63.7 percent, or 4.46 cents per can, repre
sents the marketing margin left to be divided among the several 
marketing and processing agencies. 

MAHKETING CHANNELS 

The channels through which evaporated milk flows into the hands 
of household consumers are pictured in fib'1lre 22. In most instances 

MUurACf!JII("" CHUII·SToII' (MAl"
WHOUUL[.....4N(1I11 WUlHOUU. nou• 

JU III 

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


LOCAl_feUVIHI".nDII' 
'" .. .. .. 

.eU lJaU_u Illl/tUID,u 
IUetHT 01 lorAt roLUu, 

'"OIPhD(N' 
WHOUUUIII, ,.. '"DUSTIIIA" 

uu".I.' 
'NDHEIIOO" 

"[TAU.US 
10' 

, 

BAE04SIm 

FIGUR~J 22.-:'Iarkeling channels for evaporated milk, United States, 1939. 

fluid milk moves directly from the farmer to the condensery. There 
are notable exceptions, with the result that, about 25 percent of the 
total volume pltsses through local receiving stations, where some 
reduction in bulk through preliminary condensation may occm. 

There were 143 factories reporting the prodtlCtion of evaporated 
mi1k pltcked in cases in 1939, but the largest number of these factories 
WitS owned by a relatively few nationally known concerns. This 
concentration of ownership explains why nearly half of the evap
orated-milk production moved directly to factory-owned wholesale. 
branches for later distribution. But it is well to emphasize that about 
40 pC'rcent of the total moved to independent wholesalers, most.ly 
wholesale grocers. 

Ohain stores appear to make about one-third of the total sales of 
canned milk; they obtain the bulk of their suppJies from the manu
facturers' wholesale branch houses. Some of the chains own their 
own condenseries. The other avenues over which the product moves 
can be seen in figure 22. These relationships, based chiefly upon 
materials contained in the 1939 Oensus of :Manufactures, are not 
greatly different from the results shown by the Federal Trade Oom
mission with respect to 15 selected concerns handling evaporated 
milk a few years earlier (table 45). 
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T ADLII 45.-Condensed and evaporaled milk sales (case goods) of selected wholesale 
concerns, by types of purchasers, 1984-85 

3 coopero· 4 meat· 8 dairy
Type ot purchaser tlve asso· packing companies I Total 

elations I companies I 

Percent Percent Percent Percent 
Orocers: 

Wholesale ••• _•••••••••_............................ 45.0 •• "'_""_' 46.3 41.5 

Others ' .•••••••••••_•• _ •••••••••_•••__ ••_••••••••__ ._•••••.•••••".......... •2 .1 

Chain storc~ ......................._................... 15.1 9.3 46.2 41. 2 
lml~pcnrlcnt and retal! stores ........._............._. •••••••••••• 65.S ............ 5.7 
Institutions and manufacturers " ......__•••••_......__•• . 3 29.3 .0 1. 3 
Others: 

nalltn customers ' ••• _________....___..__ •__........ 268•• 70 ...........7.. 1.4 5.3 

Not SIl<'clflCd......._............. __ ...__ ......_.... 3.2 3.1 


Oovernment...................... __................... 4.0 •• 9 1. 8 1.8 

1--------1--------1--------1-------


TotaL ••••••••__••••• ____ ........... __•__ ....__ •• 100.0 100.0 100.0 100.0 


I Inclnrlcs the following companies: Consolidated Dairy Products Co., Land 0' Lakes Creameries, Inc., 
and Challcmge Cream .It Butter Association. 

Ilneludcs tho following companies and tn'lr d?mcstic subsidiaries: Swltt '" Co., Armour '" Co., John 
Morrell '" Cn.. and the Jacob Dold Packing Co. 

I Includes tho following companies and their subsidiaries: National Dairy Products Corp:!. The Borden 
Co., Carnation Co.). tho Fairmont Creamery Co" Pet "Milk Co., Cioldon Stato Co., Ltd., vreamerie8 ot 
America, Inc., Bud 'I'he Orcat Atlantic de PacifiC 'rca Co • 

• IncludeM brokers and commission hou~s. 
I Includes route sail's to homes, and Institutional users and to stores other than chain stores. 

1!'ederal Trade Commission (67); Adapted from tables 300 and 310. 

DIVISION OF THE CONSUMER'S DOLLAR 

The shares of the consumer's dollar spent during 1939 for evaporated 
milk that went to each of the agencies involved in the handling of 
this product arc shown in figure 23 . 

AGENCYC~~~;UO:E~~E ...,..,..,.,.,..,.,.,-:-:-:..,..,., 
DOLLAR 

. + Retailer 

4.1 + Wholesaler 
+ Transportation6.9 

(long haul) 

29.9 + + Condansery 

5.1 + + Receiving station 

36.3 + + Farm production 

BAE.t59n 

I"IQURE 28.-Appl'oximate distribution of the consumer's dollar spent for evapo
rated milk, by agencies, United States, 1939. 
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The condensery claimed about 30 percent of the consumer's dollar 
and with the exception of the share r'70ing to the farmer this is the 
largest share claimed by anyone 0 the agencies. The shares of 
retailers and wholesale)'s, although smaller than those claimed by 
similar agencies handling fluid milk and American cheese, appear to 
be about the same as COl' butter. 'rhtl cost oflong-haul transportation 
is relatively high, being about 7 percent of the rotail value. This is 
to be expected in view of tho bulky character of the product. 

The estimatf'd division of the consum('r's dollar according to markrt
ing functions is shown in figure 24, but this arrangement discloses 
results which are little different fr~m th:>se of the pt'evious chart. 

C(HTS(lOU,1 ~""J 

mm + 15.4 a.t.lIln, IllfIlIIJJIJlIlll1 + 17.0 W',II ond ul.,I.. 

10 52 Whol...lln, 
9.2 Propll11 

U rr:;:p::~Won 

10 10 

5.2 Prolll 
1.3 Adverll'ln, 
5.6 Nol el..,III,d 

40 6.9 i~:;;p~~~~t;on 

1010 
36.3 form pr'oduell•• 

o o 
eAE 4sago 

Froum; 24.-AJlproximate distribution Fwurn; 25.-Approximate distribut.ion 
of lhe consumer's dollar spellt for evap of the COIlSUIllPr'S dollar SPCllt for evap
orated milk, by functionH, Fnitcd oraled milk, by lypc of expCnHt',
Stutes, 1030. C'lIited Stt~tCR, 103!), 

The distribution of slll.res to claimants which brings out the type 
of expense involved in the- handling of this prociuet appears in figur(' 25. 

The c1istI'ibulion of the expe-llse involved in th(· handling unci PI'O
c('ssing of (Ivapomi:('d milk shows 1'('SUits which UeplL!·t considembly 
from those that haVi.' been. distlosed in the Cilse of the othel' dail'y 
products. Notpwol'thy is the faet that the !argt1st single item of 
expense tUI'l1S out to be the charge for packaging and oth(11' materials, 
made up primarily of the cost of cans and theil' shipping containers. 
The l'xpf'tl<iitul'e fOl' wng('s and salaries amount('(l to 11bout 17 percent 
oJ the consurn('["S doHllI·. Ad\'ertising charges wei'll a little more 
than 1 percent Iwd pl'Ofits are estimated at 5 p('rcent of the retail 
price, n Ii tt/e less than chile ('amed by cheese ILnd more than dou ole 
that eal"Ileu by butt('r. l ..ong-haul tl'l1.11spOl·tation charges pnid by 
various agencies <'C{llltied ubol1t 7 percent and the ['('Illaindcr of the 
chnrg('s for 10cIl.l tmnspOltn.tion of one kind Ot· another is included in 
the oLlieI' tyP('S of charges shown in the chart. 

• 


• 


• 




• 


• 


• 


MARKEfING MARGINS AND COSTS FOR DA1RY PRODUCTS 73 

SUMMARY 
The 1030 division of the consumer's dollar spent for fluid milk, 

bn~tel', American eh('('se, and evaporated milk has been indicated in 
detail in the preceding sections, By way of summal'Y, thest' results 
are brought together in tfLbiPs 46 Itnd 47, The fOI'l11el' shows the 
divisioll according to functiolls whereas the lILttt'I', detailing the typo 
of expense, may help to explain the size of some of Lllt'sll functional 
charges. 

'rhr pel'C'Nllage break-down of the margin is emphasized in these 
tab It'S and is eomparNI to tilt' break-down of the eonsumer's dollar 
or retail pri('('. A palticular compon(lnt may I'(lprpsellt a Il1rg(' shl1l'o 
of a smltll fllrm-reLnil margin, but account for only a snutll part of the 
consuIlW I" S do11I1I'• 
TAIII,t} 4v.-AjJproxillUlte di,~triblltiOI! oj the cOT!,mmer's dollar 1l7lcl oj mllrketing mar

girl Jor fluid milk, buller, American cheese, anci eraporlltecl milk, by marketillg 
_!~!~c!i~Il.~, United Stlltes, 108:.___-._______..-------....-----

Arnerlelln EVllpomtcd ~'ollr~'lllrd rnilk Dutter cheese milk prodUcts I 
--,-,--i---;---i---.---i----;--,i---r-- 

~'unctlon 
COli' Mnr· ('On· I 'Mllr· ('00' l1\fl\r. Con· Mnr· Con· Mnr· 

S,ul,llf'r'g k('Ling Istlll1l'r;:f kNing stuUl~,r'.s. kellng SlUrler'S kcthlK sUlIlt!r's keting 
______i~~~'Ii~_ ~a~~~lr UOli,llr '1IlIlr~~~~a~l~rgin ~~ margin dolll\r margin 

('mi.. I'trctllt' CtIIt.. l'errOlI Cwl. Perc.,.1 Gml. Percm/ CUll. Percellt 
Retailing ". 27:1 till 12\l ali. I 24.1 40.9 15.4 24.2 2'2.0 51.2 
\\'h(l118nlfn~ 1,7 a.s ;7121.11 11.212L.8 6.2 0.7 4.1 9.a 
'I'rnl,.sportntiOll I(loughllul! ...... (II ...... 1.6 4 .• ~ 1.2' 2.3 0.0 10,8 1.0 2.3 
T'rO('i'sslng .. ..... ,{J, 6 2,,1.,5 10 0 28,0, ,1,2.0 I 25. I 30.0 47. 1 11 ..1 2.~. t1Assembly......... 0,1 1:1,6 a.r. I \l,S I 2.0 3.9 5.2 8.2 5.L ll.a 

:I'otlllmnn:in .' --~4"!-100.·o~3'UllOo,o ( :~1'4-riOi:-:O ~:!.! -iOtl:ll----:H.l-loo.O 
r :;.;;:::)~:;;:~on, .~.~I' ..~..--I'-~:::.I'~il... I~~I-...:.:.:.::.:_u~~.. ~-'~', -::::.~::.::..:=: 

dollnr ... '. 100,0 ........ ,100.0 ........ 100,0 !........ 100.0 ........ tOO.O ........ 


I\i"'i~htr" 1I':NlIg'.... i'slirnnt~ ';;;;U',ii,l ;11111.-.···_··_·, ~o 

HC'tniling' and ",hoit'siding- s(,I'vic-('!'; hlL\'(' b('(ln th(' subj(>(·t of ('I'iticism 
for n.long limp, p(,l'hnp:; b(,('fl.lIS(, tlJ(',Y 11I'(1 earriNI on sO oln'iously within 
rn.ng(' of thr public P,Y('. 'I'h(' ('hnlW's during I !):~9 for th('s(' ('ombinpd 
s!'l'vic'ps in the (,IH1(' of t11(' SC'vl'I'al dnir,Y pl'ocluets I'ungl' from 20 to
ali 1>t'I'(,pnt of tht' r!'lnil prier. Bull!'!.' nnd ('vnpol'l1i('cl milk ItI'C often 
snicl to b(' itnndl('(1 on :;Iludl margins, and (hnt obsf'l'valion sc'('ms to b(' 
WnlTltrll('cl by lit(' pI'Ps('nt figtll'l'S. In ('a('h instlUl(,l', t.h(' shar(, going 
for thl' ('ombin{'d I'l'Inil-wholesnlC' s(,l'yic('s is about 20 prl'(,f'nt of tll('ir 
lOan rt'tail J1I'i('('. In ('011 1I'I1st, til(' eost of r('tailing and wholl1saling 
flllid milk is about hnlf again as large. A total of :35 cents of th(' con
SUfllPr's dollar is n:;sign~d to t\1f'se functions in thE' case of American 
chN's(', 

[n part, til('S(' difJ'crpncrs ii1 costs of distribution I1.l'e du(' (0 the pe
culin,r ('hlu'ltcteristiC's of th(' commodity itsl'lf; in part, tlH'Y are clu(' 
to the way tlte commodity is hllndll'll and priced. ~rel'chl1nts' stocks 
of butter and evapomtrd milk turn oyer rcadily, they arr in continuous 
cll'mand, and th('y require It minimum of handling. ~lor('over, the 
margin of these two items serms to bf' smaller thn,n til(' margins of 
many other products handled by sUm,keepers. But cheese carries 
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wider mnr~ins lWei is pJ"i('C'd to ('arn lurg('I' profits, The unique pl'flC
tico of d('llvering flui(l ro.ilk to tilt' hOIlll's of individual conSU/lWj'S is 
well known and helps to I'xplain the high distribution charge for this 
produet, • 

'rho portions of the eonsumcr's dollar going for the processing of 
fluid milk, butter, and Aml'ric'an chC('se all lie in the neighborhood of 
10 pl'l'(,pnt, 'rho initial sLl'ps iIwolved at the flletory in handling milk" 
11S it comes from til(' producer, al'e much th(' same whether that milk 
is to be sold as fluid milk 01' made into buLL('(' 01' chl'ese, 'l'he con
(\('l1sery, on til(' other hand, is much more elftbol'fltl'ly f.'quipp('d than 
th(' plants whleh UrI' engag('d in the production offluicl milk, butter, 
01' c\t('('se, 'l'he pOl'Hon of the consumer's dollar going for pI'ocessing 
evapomted milk is nl'ttrly thr('e times as lurge as that for the other 
dairy products, In fact, the cilllrgl' for this manufaetll1'ing service 
uccounLs for ncarly ol1('-hulf of the total marketing margin, 

'rhl' charge fOl' local ass('mbly, as thr. tel'm hr.re is used, includes the 
costs of gatl}('ring milk nnd cream nnd the locul handling charges paid 
by the buy('1' of tho fal'm('r's milk in all cas('s ('xcept for cheese, where 
it rl'f(,I's Lo the clutl'g('s of those sp('eializ('(l war('housemcn known us 
asscmblpl's, 'rho a"('I'agc assembling charge was ('stimatcd at 5 
pC'rcent of the consumer''S dollar spent for the four dairy products, 
'l'his figlll'(' ma,)T be too low, fOl' some of the charges for this sCI'vice 
ml1y be .inclu<i!'d ItS a joint operation within one of the ot1l(,I' classifica
tions of thl' lltblC', 

It should bc' mudc cleltr that in those numerous instanc('s in which 
tht> fur 111('I' himself pays th(' cost of local transportation no charge 
whatso('vl'r is mad(' against the marketing margin, This is un example • 
of th" g('n('t'ul ruk that the size of the marketing margin c\('penc\s on 
who pays til(' bills, £f a great deal of service is required of marketing 
and processing Ilgenci('s then the ten(\('ncy is for the marketing margin 
to widen, Obviously, the most direct method of simply reducing the 
size of the nutl'kPting mal'gin would be to cause eith('r th(' consumer 
01' the fl1rrn('r to nssume the cosL of a service previously paid for by 
one of the marketing ag(,llci('s, Thc marketing s(,I'yice would con
tinue, but it would no 10ngl'I' be performed by a speciali7.ec\ marketing 
ag('[H'y, Th is 'would pl'Oduee an apparent bu t misleading economy 
which actUlLlI.v does not l'C'duco costs of performing specified services, 
but III('I'('iy reduc('s the quantityor services accounted forin the margin, 

On the other hand, the mal'gin may be, expected to widen when 
mal'k('ling 01' processing ItgNlC'1eS arc obliO'ed to perform services and 
to IlSSlime chul'ges proviously borne by the farmer or the consumer, 
Two ('\uLngps of this kind have takt'n place within recent years, 
l"o('al milk plfLnts, in cxel'cising morc' ('ontrol over hauling arl'ftnge
men ts, 1111\'(> eOll1o to puy an increasing part of the local in-bound 
trucking bills previously paid by the farm('r, Therefore, the tendency 
has b('t'll for the part of the consumer's'dollar going for the assembly 
service to increase, In the future, fUl'tlwl' increases in this share 
would seem to be forthcoming, A change with opposite results is 
traceable to the rise of the cash-and-cany, minimum-service retail 
concerIl which has saddled upon the consumer himself charges pre
viously included in the marketing margin, In consequence of the • 
la.tter trend, the si7e of the marketing margin has had some opportun
ity to shrink. But whether the marketing margin with respect to a. 
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partiellla[' eommodit,t dOt's shrink depC'nds in part upon the prieing 
pJ'tletic('s of wholesnll,' and ('('tail m('['chunts who handle the produc,t, 
'rlH'se I1w['chnnls must stand 0[' filII on th(' ['esuits of thl'ir sto(,l'wide 
operations fwd a purtiC'ulur commodity plays n small part I'XCl'pt in 
those fl'·W instiUlces in whieh t11(' m('['('hant sp('('inlizps in handling the 
OUC' prod uet. 

A SP('ond W'll('ntl ml'lhod of shrinking th(' ma['krting margin is to 
['('ducp tl\(· Shlll'PS going to individlHlI ('lftimnnts, TI\!' l'C'siduol portion 
abo\rp lotal costs r('mnining ill th(' hallds of llW['e!lilnLs fLlld mnnufnc
turers, l1('rc (·111[(·d profits, app('!u's to \.)(' smnl!. '1'11(' oV(ll'whelming 
pnrt of 11l(\ gross ['('c('ipls of su('h agl'll('il's-thei[' operating ('osts
gOt'S to Sfltisfy the claims of otliprs. Til(' llu1rketing IlltLrgill will con
trite!, if tht'sl' clHj illS lu'C'made sll1all('l'. Btl t in tIl(' el~se of dniry prod
ucts, it would st'('m that these daims hl1.\'(' explUulC'd OV(,1' the yenl's 
to 11 eOllsidl'rtlhl(, ('xtent, bc'('uuse· of the insistent d('lnnnd for products 
of high('r qllttliLy, 1'he dllY of thc open milk poil, of distinctly of\'
flnvol'pd butU'r, pl'rliaps evell of bulk ('h('es(', s('('ms to huve bceul('ft 
fill' lwilind, TI\(' qunlity gOltl is I'x()(,l1siv(' to attnin nlld continued in
sist('l1c(' UPO/l fUl'thpl' impI'O\-('f1l('nt Illust invite Il further widcning of 
til(' rnnrhting nuu'"in to pity fol' itdditionnl sf'ITicps ['equircd, Renlly 
wltstl'ful pmeliel's ~and indliei('nt opPI'Iltions ('an be t'limilUlted with 
somc savings, hut lhp sw('('p of t1l(' lid(' is in thr opposite di['cction, 

It is. ftppnl'pnt fl'om the clE'tails ·with I'('speet to expenditul'cs sum
m!lrizpcl in tablp 47 that 1Ill' nlltl'kt,ting agencies Ilrc but momentary 
('ustodians of' till' funds thpy n'{'piv!.' from the sale of the product, 
\\rILgps and srtilll'i('s l'CjWl'Spnt n Illlljor cillilll agninst these funds a1
t1lOlfgh the. ('xu('L shlll'(, of the eonsunll.'r's dollar spent for ellch product 
e\ainwd by Wltg(·g llnd sal!lrit's is widely differcnt, 'rhl' Rmalh'st l'cla
liv(' shar(' is l'('('OI'dNI for buttt'l', 12,9 cents, and the largcst for fluid 
milk, 2(3.1 ('('nLs, 

'rhe impol'tanc(' of labor costs as wages and snlal'ies in total market
ing chal'g('s for dll.il'Y products is brought out strikingly in table 47. 

TABLE 47,-Approx·imutr. di"lnblltion of titl' C01!31111Ier'S dollar unci of marketing 
margin fllr fluid milk, butta, America/! cheese, and evaporated milk, by type. of 
l'XpCtlSe, (/Iliteci ,stutes, 1989 

- - I' Fll1ld-I~~; l·---B~:l~r Ch~('se I EI'npomtN\ Four 

I III Ilk product.. I 
! ' 

'I'Ylle or "'IINI$e' . ,'------. I I \. 
: ('on· : 1\llIr· Con· ~rar·! Con· : :-'18r· COli" :-.rllr· I Con· Mnr· 
'51111I1'r"'. k~t1ng Isunl!'r'~ k('tlng slIlIler'sl kNlng s(JIII"r's~ htlng sUlller's kcting .d~~:. lIIargln .~~ ~~~~1 i (~~~~ margin Idollnr iIIIllr~ln:.~ mnrgln

------·i : j !, I' 
, C'mu ; Perctllt ('wt., Percm/ ('rnt,l: peTctlltl Ctnt.• i PtTCt1lt' Cellt3 PtTctnt 

\\'lIgP.• nnf! snlaries t 2l1.l! 5Ii ~' 12.0· :10 I 22 S H 4 li.O :!O.7 21.8 49.4 
Pror'eny _ _•... i fI.O! 1-14 4 2 II 7 I H a 111.1 0.2 t 14. Ii 5.9 13,4 
fl UI) (lli."S • _........1 5.6 I 12 5 :I 2 II 0, 4 2 I ~ 21 IR 5l ~~l. 0 5.8 13. I 

OtleT .......... 2.8 1 fi:\ Il.U :125 ' 79 154 511 S.8 5.6 12.7 
..-\[I\·l'rtlsing .. O~O' 21) Il, ,"~ (" I'. 1.31 2,0 ,6 1.4 
!'rofits i :t3 T~ 22 6.2 70 13.6 5.21' 8.2 3,4 7,7
'!'rnu:worLn liolt 1 I I 

(long.hulIl; •. i p, '" 1 1.11· 4.5 l. 2 2 3! 6.0 10 8 1,0 2,3 
"'-'''"'.-'''i--'''~ H-_~"""T .._~",l ...._ ,"". _~________ 

'rlltn! Il\nr~.:l\. H. 7 100.0, 35 .. j 100.0; 
1 

614 I 100.0· !).~. T j 100.0 4·1. I 100.0 
FarlO pro<JU(tlon 55.3 •. , r.4.1 . ·18.6 .• ,..1 36.,ll .• _.... 55.\) """_' 

T::,h"~·';....1 :r=1 :~f·~=~:r=r·=I=-== 
-I"\-elght~(lllve~l~g~: 'N-;' ;'~tr;n8te!J, 
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There ('twh cost itt'm is (,xI' 1'('1'5('(1 as a p('r('entage of toLltl costs and 
profits inc'luc/('(I in the mal'gin fof' all mnl'kt'ting oP('rntions. 

):pal'ly (iO p('!'('('nt of tlll' mar\wting' llmrg-in for fluid milk is dt'voted 
to lh(' bill for wnges and sll\nries. This is a dil'{'('t l't'fh'elion of the 
\'Ilst amount of labor irn'okf'd, 11S tll(' systf'rn no\\' Opf'I'at(,R, in d('li"cr
ing milk to individual conSlIllWI'S. Tilt' impol'tlll1('(' of wngt'S and 
sldllri('s in the mlLl'gin drops to its lo\\'('st signiHenlH'e at 26,7 perc('nt 
fol' II\'apomtNJ milk. 

P:oPI.'I:ty ('XPf'IlS0 is surprisingly low, Ipss than 10 pt'l'ccnt of the 
1'('t/uL PI'It'l' of tit!' prod ucL and not fnl' fl'onl 15 pt'l'('cnt of th() totnl 
lHlIl'kflLil)!r mJlr(~ill. 

The c;;t fOI? supplit·s, Illrgely £01' contflirH'I'S, amounted to about 
5 P('I'('pnt of the ('OnS1l1l1rr's dolliu', a littlt' It'ss fOI' buttcr thfln for 
Anl(ldenn ch('(,sp nndfJuid milk. In lll(' ('aSt' of eYllporated milk it 
Was tile' IttlW'st singl(' itNI1 of ('xp!'l1se. FOl' (,\Vnponlted milk, the 
Hhttre fo/' supplil's WitS N]lllll to Ilbout ollP-fifth of tilt' consumer's 
dollnr and OIl(·-thil'<1 of the 1111u'kl'ting rnargin. It appl'tll's to be 
IInge·r (,\'('11 thun till' wag(·-tllld-salat·v bill. 

Pl'Ofits, nfter HI! ('hnl'g!'s \\'1'1'(' dc-elUded (exC't'pt taxes on profits or 
in('Olllrj, IUJ)ounlpd to Itbout 2 ('('nts of the C'onsumrr's buU(,I' dollar, 
:{ (,(,Ilts or till' fluid-milk dOl\llI', 5 ('PIlts fol' (\\Va.pomtpd milk, and 7 
('mU; for ('lIf'(':it'. Out of llH' sum set llsid(' as thp lllltl'k!'ting' margin, 
pro!i ts einillwd frolll 1.\ to 8 PI.'I'('P[1 t cx('l'pt in the easc of American 
('1\('('5(' wll('I'(, it malic· up 1\(,lldy 14 1H'I'C('nt of thr I1Hu·gin. 

TIlt' Jl1nr\{('ti!lg !Durgin dul'ing 19:39 Was '~·L7 lwl'C'('nt of the {'onSllll1-
I'I"S (':q)(>IHlittll'(' fOl' fluid milk, :;5.7 pc'rc(lnl fOI' bllttpl', 5104 pel'ecnt for 
Am('riellll ('h(ICSI', and 6;1.7 pt'rC'('nt fol' (,Imn('d milk. However, th(' 
four dail',v pI'oclul'ls 111'(' not of ('qUflJ importance to eOllsumcrs! for they 
buy IHlI('h ll1orl' of on(, produ('t than of another. To get this matter 
ill to {oells it is PSii('1l tinl to kno,,' what was the annual 111011('V vnhlP 
in Lhl' family mal'kpl-bttskt>t of ml1rkPting mlt/'gins shown in tfibh·s 46 
and 47. Tlmt is, Itt. tht' pl'i(,t's which pl'cnliled in 19~9, just how many 
dollars did th('s(' s(lrvi('('s and costs IlJIlOunt to pl'1' family? 
T.\HI,~; Ml,--".J.lpproJ'illlaJI' distribution oj (!torg!''!]or marketing annual jamily pur

chases of jlllHZ milk, blll/I'r, cheese, and evaporated mnk, by fuuction, Cui/ed Slates, 
1!RJ[) 1 

------~-------~--------~-------,-------
Fluid 1I.1.II.k I nutter Che~se };mporn((>(\ I'flltsl nt ~ dairy

milk pro(lunsI 
}'unct!(\(\ ---- .. 1:,:-'--1 P~ro I P~r· I I P~r· 1---1 P,'r· 

1~\Inr· {'f'lllng" .\Iar, 'N'llIa~~ :'13r· . rrJl!nvr :'fllr° It·!It!l~P· :'Inro "'Nltnge 
~h\ j "f tIltnl ~In ' Ilf ,,,wi' gIn' : "f towl ~In', of 10lnl gin I ,01 tolal 

: mnrgiu j mu.rgin ; tr.il\r~iu ; mnr~ill' ;. margin 
-I---;--r-'·---~··---:---- t""'''' -~ ...-- --i·--......... --....---

Doltr".; Perr ...I' /}QUa", 1 P(,ant Dollar" PeTcelit'DolI"rs Partlit Dnl/aT~ PeTcml 
Hltlli!lTI~ woo'" 7,\1{) I' 61.0/' 1.571 3ti.l! 0.6,'; 46.9; Q,'W 2L2i 10,70 5La 
WIl"I""ahI\K..... o •• i .W 3,S .0., 21.6 .31 21.8 '. ,20 9.711,95 9.3 
"m"(,5.'ing ' ...... " 2, ,0., 21..~ 1,22 211.1J •1 .31i 2.1. I j •Yli I 47.1 5,34 25.6 
.~~"<'mhly . , 1,7S ' 13,6 .431' 9,8 I! ,(Jij 3.9 .11 8,2 2"13 11.6 
'i'rRllspurtlltlon 

(lOUg·hllll!, ".'"' (I). . I .20 4.5 I .03 2.3 .22, 10.8 ,45. 2,2I'J'IA~' ch(:~~;~·t. -:'~1-:-;11-:'3::1"-:~~1' ~I'-::-; -:::-1'-::-;-:~l-:: 
R~ta\1cost "'. 2~,91 .. ".00' 12.22 ,""0"" 2,79 •••.••• 3,21 ••• w.w •• 471:11 .. ,.00_ 

-tTo't~1 1Il;;~k;;t'i~'~ ~'11K'~~8 calClIlatl'd f,; 193,~.39 II\:;:;~~;-;;;';UIII 1l\lrCh;i;~~I~~r 'lR'n;\1y of ltlr('~ o(~i:i:r,
<tutlrts tlufd milk, 39,3 poul\d~ buttrr, I Lr. pUllllt!8 Chl'('s<". and '15,!! 141~HJtlU(" cnns "\,'I/lornted milk) anti 
compUted f'\J1lI dkla III L'ulled 1'\1111'5 1 >I'PII,tll1('lI 1 III A~rj('ullurc (5$ •• 

I Totnl marketing cnar~cs we,,, distributed by ~rl'Cnll1l:cs sbowu lu lu1111146. 

I !oJ 0 estlwato. 
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TABLE 40.-Approximoll!' distribution oj charges for markeUng annual family pur
chase/! of fluid I1lllk, liutler, cheese, Clnd tt'aporaled milk, by type of expen"e, {'nited 
Stoics, 1930 I 

_~~~~I~I~ _I .. "".~~:~ _-' I E\'~~~r{:ted ITotl~:~Jl:ct:lryCheeseI ,---1-'---'-- 1 1
'rype 01 expense i I I'(lr" i Prr. Prr· I , J P('r'"' Pl'r·J 

i 
! ~fa('... <i:'nlnl'7f' :-'Iar.. Ct~nla~t''1 ~rl\r.. Ct'n,a~ll' ~r.Rr .. ; l'NIlIl~C ~t8r. (..'Cntll~t'

gill I ot thtnl gin I QI 1lI11l1 gill I '01 !tHnl gin I. : olLOtll1 gill I Ollullli 
IIInrldn : IlInrgln : ; DIBrgll1 ; rnurgln lIlargln

-------t--··., .. '-- -"'-'" ,-.----------

The n'stllts of calculations dl'signrd to nnswrr this question art' 
shown in tnbh's 48 nlld 41). 'rllt' "pt'J'('('ntagt' of total margin" shown 
in Ih('s(' tab It's is id('ntical with similar ppl'cl'ntat~ps shown in tables 46 
and 47. Thp" lllllrgin"in lItblC's 48 Ilnd 49 is simply til(' corresponding 
margin pt'l" unit of product, PI'('s('nt('(1 in C'lldipr s('clions of this report, 
multiplit'd by tltt' nllmbl'I' of units rl'pl'ps('nling /lnnunl purchases pl'r 
family of lhl'('p. ~[,hp amounts of tlll'S(', plIreillls('s IU'p listed in foot
note 1 of the lnblps. Both tabl('s M:l 11.11(149 also show the total amount 
of retail cost pC'I' flunily fOf" ('IH'I\ of thtl foul' prineipal dairy products 
and thl' group of fOUl' pro(\u('(s ('ombilll'd. 

For thp fall1ily IlIllrk('l bnsk('( tht' 1 ();H) vnlup of lhe marketing mar
~in WIlS itS follows: Fluid milk, $t:LO:~: huttC'I', $4,30; pvapornted milk, 
$2.04; dIPPs(" $1.44. 1'hl' si~ps of til(' dollltr ehnl'gps PCl" family for 
pach s('l'd('p and Plleh it('1Il of <,osl 11I'P shown in thp tables. }--rom 
ti}('sP eompal'isons, it. is appnrl'IH thal It rNluclion in 1l11lrkPting mal"
gins of, fOI' instilll('(', 10 ppl'('('lIl, nnd lUI l'«uivnlPnt I'Pciut'tion in retllil 
pl'i('(,s, WOl! 1<1 (,erect Inrgp ffllllily siwings on flu id milk purchasps, 
Thpsp SIH'ings would 1)(' 10 (inlPS itS large' on f1l1id milk ns on Arnericllll 
chp('St' and lhl'(,(' \.imps /1;'; In.I'~(' ns on bUtll'I', Prpsumably, this dom
inant position o('('upipd by /Il1id 1l1i1~ Hmollg lhp dairy products ill 
terms of total murhling chllf'gps PI'o\'I(IC's it I'l'IlS01l why students htL\'!' 
devol('d so Illllch atl('11 tion to fill id milk unti have pushpd proposnls 
for chang('s in pml'li('('s ('Ollll('etNI with its hnndling. 

Thr allll1lld ('harg(' IT,IIdc' ngninst til(' 1l1al'](Pt-bnskl'!, family for the 
rptailing Ilnd tin' wholrsnling of fluid milk amounts to $8.40 (tnbll' 48). 
Tlw tolal duu'gp fol' lhps(' sPITiel's fol' thl' foul' majol' dairy pl'oducts 
Wits $12.65. 'I'll(' I'C'lntiwly simplt' lusks involved in procpssing the 
quantity of fluid milk pUI"('hns('d by til(' markPt-bnskt't familv eosts 
$2,80, whieh is thl'N' limps as Illtl<'h ItS thl' ('osL of lit(' (,Iabomi'l' stl'PS 
involwd in ('ond('llsing tlw smull(,(' qllllntity of milk PUI'('hIlSNI ns 
CVIlPQl'Illpd milk. With but (Jill' ('X('Plllion, fOr evcry function listed 
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in the' labl(' with rC'sp('('t to fluid milk, an annual expl'nditurc of at 
I('a~t a dollal' is 1'('quil'NI of til(' market-basket family, and some requir(' 
s(,Yl'1'n1 dollars. In ('onll'llst, only two of the functions- r~tailing and 
pro('('ssing" IlS Lh{'y apply to butter have an annual charge that 
exceeds a dolla!' and thpr(' is no single charge even that large. in the 
c'ase of chr('s{' 01' ryapol'l1trd mille 

TIl(' break-down of toUd annual marketing chargC's per family for 
tl1(' four malol' dairy products is presented in table. 49 in terms of 
typ(' of Il1ark('ling ('xlwllse, such as wages and salaries, supplies, etc. 
1'l1dt'I' wag('s nnd snIal'ies1 for ('xnmple, this table shows the number 
of dollars whieh this faIl111y paid in 1939 to cover the labor costs of 
mar'kpling t.Ill'SO foUl' products. The size of the wage and salary bill 
for fluid milk is outstnnciing, nnd no single charge shown elsewhere in 
till' tabl(' appl'oaches it, TIl(' wllg('s and salariC's item for fluid milk 
alol\{' a('('ounLs for mor(' limn one-lhird of tlH' total mal'lu'ting margin 
for all foul' of th(' princiPllJ products ('ombined, 'fotal profits in the 
mlLl'hUng of tlll'se milk produels in 1939 amounted to 81.60, of whieh 
96 ('C'nlswas tlH' proHl for fluid milk. Profits nll10unted to only 20 
('C'nts for ch('('s(' and 17 (,t'nts fOl' ('Yapol'llt('d milk. All these specific 
ehnrges for mark!.'ting op(,I'o,tions Uf'C inc'lud{'d in the retail cost pel' 
family of $47.13, of which $20.87 was til(' total charge Jor marketing 
1I)(' four dairy products. 

Fl'om dis('ussioll in earli('r porlions of this pUblication, it may be 
('ol1{'lud('(1 that it is from fluid milk that the most significant marketing 
(,('0 Jlomi('s nll1y be (')."p('cted. Some of these economies have already 
b('('11 pm'tilllly rNtlizl.'Cl through wal'time emergency measures designed 
lo r('(IU(,(1 ('osls nncl saYe in tl)(' use of manpower and equipment, 
Add('(l signifi(,o,l1ec is given this prospect by the compo,risons shown 
in tables 40S and 4n, which demonslmte that a small saving in mo,rketing 
eh!trges fol' fluid milk mny bc of greater importo,nce per family than a 
r!'lnliy(>ly mu('h largpr sllving in the marketing of the other three 
mnjor products. HOWCYPI' this cloes not mean that marketing prob
I('ms for proclurts otht'r than fluid milk may be neglected. There 
IU'e, 0, variety of ndditional dairy products other than these four the 
loud importall('p of whic'h in terms of retail eost to consumers is about 
two-thin!l:; that of (Iuid milk. 

It must bo admiltpd tllI!.t mprely stating the percentage shares of 
til(' ('Iaimants of the nta"';:pting margin may tend to overemphasize 
lhe imporlnne(' of certain individual charg('s, Howev('r, wh('n these 
shares arC' ('xp!"('ss('d in dollar values, applyiRg to annual purchases 
by L1lf' mark('t-bask('t family, thC' condusion may be too rt'adily 
formed that in most instnnees the nggregate annual eost for any item 
is exce('<iingiy small and that the matter of mal'k!.'ting margins must 
b(' of trifling ('onsequt'nce. There is merit in both of these positions 
but tll('I'(' is likPwise eITor. The balanee probably lies somewhere 
b('tw('C'n the two. At the same time, the record of performance, when 
lrt('11SUI'('d by the size of the markeling margin for the dairy-products 
group as a whole, is supt'rior to thnt of most olher food groups, The 
size' of tbe marketing margin fot' all foods in tbe market basket 
nmounted to Itbout 60 percent of the 1939 retail value, and for the 
dairy group as fl, whole that margin averaged about 50 percent. The 
siz(' of tlH' marketing margin for the two most important dairy 
products (fluid milk and butter) was even smaller. Although size of 
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the marketing margin is no propel' indication of the potentialities of 
that margin to yield further savings, it is also true that a small gap 
between the farm and the retail price is generally capable of yielding 
less ground than is a large one. 

Whatc :er may be the postwar developments in building a more 
emcicnt marketing system for dairy products, this report provides 
an industry-wide prewar bams for comparison. Future progress may 
well be measured from the situation in 1939, avoiding the transient 
distortions of the war years. 
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