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Northeast Dairy Compact Results
* Brief experiment in regional regulation from 1997-2001 Table 1. Estimated Boston Post-Compact Retail Milk Price Models
* Created a price floor for the farm price for fluid milk Pre-Compact! Compact' Post-Compact
Estimate tcaic Estimate  tearc Estimate  tcarc

* Agreement between New England states, approved by Congress
* Sought to “maintain the cultural and economic welfare of dairy farmers, rural communities, and

Rising Farm Price Coefficients

Current Period 3.672 3.52* 5.042 7.58* 40.190 4.47*
promote regional development in New England.” One Month Lag 0330  0.28 0.193  -0.28 12570  -0.9
 Managed by Northeast Dairy Commission Two Month Lag -0.218  -0.22 0.314 0.46 =.680  -1.05
* “Focal point for tacit collusion in retail pricing behavior™ ? Falling Farm Price Coefficients
* Are retail price increases and decreases symmetric? Do retail prices adjust at the same rate and current Period 459 99 #828 *.907 505 o
. P ' . y P J One Month Lag 0.467 0.84 -1.309 -2.04* 7.190 0.61
magnitude in response to a change in wholesale prices? Two Month Lag 0086  -0.16 0.711 1.24 17.620  2.18*
.. Marketing Cost Index 0.052 0.38 2.690 2.57* 0.312 4.27*
Data & MOdeI DeSCnptlon Trend -0.652 -1.76* -0.410 4 9* 0.250 14
: : Aggregate Lagged Effects
o
I\/Ion.thly.tlme serles.data.for New England, Oct. 2001 to Oct. 2011 sum of Rising Coefficients 3783 3.34% £ 169 7 96 17040 2.61*
* Retail fluid whole milk prices for Boston, MA and Hartford, CT from AMS Sum of Falling Coefficients ~ 0.850  1.23 2930  3.66 28390  11.94*
e (Class | farm price of milk for Northeast Marketing Area from AMS Difference 2933  1.93* 2.933 5.08* -10450  7.13*
 Milk marketing cost indices, incl. labor, transportation, energy, and packaging
Sample Size 90 51 121
. ;o . * Statistically different from zero at the 5% level of significance.
MOdel SDECIflcatlon T Pre-Compact and Compact estimates for Boston are from Lass 2005.
, , Table 2. Estimated Hartford Post-Compact Retail Milk Price Models
Rt — 50’[ + © R FRt .+ Z r FFt .+ IBR + € Pre-Compact’ Compact' Post-Compact
1=0 ! - 1=0 ! - EStl mate tcalc EStl mate tcalc EStl mate tcalc
Rising Farm Price Coefficients
‘5 Current Period 2.165 3.17* 3.462 5.15* 38.660 3.32*
FR — Z Max(AFE . 0 _ 2 R 2 F One Month Lag -0.308  -0.42 0.995 1.43 9.490  0.52
Rt i=0 ( =17 ) Ho - izoﬂ-i — izoﬂ-i Two Month Lag 0.981 1.52 -0.187 -0.27 -9.790  -0.82
(L0 9 . 9 = Falling Farm Price Coefficients
FF, = Z Min(AF,_,0) H. : Z T # Z T Current Period 0586 174 1672 255  -8090  -0.75
1=0 1=0 1=0 One Month Lag 0079  0.23 0.400 0.63 13.380  0.88
Two Month Lag 0.292 0.84 0.676 1.17 32.930 3.16*
C | . Marketing Cost Index 0.075 0.86 0.402 3.65%* 0.056 3.65%
ren -U. -1. -U. : : :
ONcCiusIons Trend 0.386  -1.42 0.340  3.8* 0.054  0.23
Aggregate Lagged Effects
: : : P : : : : : : : Sum of Rising Coefficients 2.837 3.46* 4,300 6.34* 38.360 16.22*
®
We s.ee a continuation of the retailer prlc.m.g behaworodlscoverec?l by .Lass in .2005, |r? WhICh r.etallers, in sum of Falling Coefficients 0957  1.91* My o 28990 20.97%
the first and current month, respond to rising farm prices by rapidly increasing retail milk prices. Difference 1.880  1.69* 1.552 2.52% 0.140  0.22
* |Inthe Post-Compact period a new pricing development appears to have emerged, in which retailers in Sample Size 00 T 101
both Boston and Hartford respond to farm price decreases in the final lagged period with significant * Statistically different from zero at the 5% level of significance.

. . Tt Pre-Compact and Compact estimates for Hartford are from Lass 2005.
retail price decreases. P P

* |n fact those decreases are so great in Boston, that long-run price asymmetry results by means of a

lowering of retail price below the original value after equivalent farm price increases and decreases References

over th ree monthS. Cotterill, Ronald W. 2005. The impact of the northeast dairy compact on new england consumers: A report from the milk policy wars.
. . . o . o Agribusiness 21 (4): 455-71.
* While during the Compact period, Lass found that long-run asymmetry was statistically significant for Cotterill, RW., and A. W. Franklin. “The public interest and private economic power: A case
. . . . . . study of the Northeast Dairy Compact. Food Marketing Policy Center. Monograph No. 1. (2001) University of Connecticut, Storrs, CT.
both Boston and Hartford and resulted in net increases in retail prices, in the Post-Compact decade we Kinnucan, HW., and O.D. Forker. “Asymmetry in farm-retail price transmission for major dairy
. . . . o . . products.” American Journal of Agricultural Economics 69 (1987): 285-292.
find that long-run asymmetry is significant only in Boston, and, as has already been stressed, it Lass, DA M. Adanu, and P.G. Allen. “Impacts of the Northeast Dairy Compact o

New England retail prices.” Agricultural and Resource Economics 30. (2001): 83-92. Web 5 Mar. 2012.

Lass, Dan. “Asymmetric Response of Retail Milk Prices in the Northeast Revisited.”
Agribusiness 21. 4 (2005): 493-508. Web. 5 Mar. 2012.

manifests itself as a negative net change in retail price.



