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FREFACE

This report analyzes the marketing and pricing structure of bulk

cream, one of the important factors involved in pricing "surplus" milk, in

the larger fluid milk markets in Kansas, Oklahoma, and northwestern
Missouri. It is based on one of a series of studies with the object of
providing a basis for developing criteria and practicable methods for de-

termining equitable prices for such milk in these areas.

Other aspects of the overall problem include such considerations

as: (l) The organization and operating and pricing practices of the pres-

ent marketing system for reserve and surplus milk, (2) prices received by

handlers and nonhandlers (that is, plants not under Federal regulation)

for products which may be made from such milk, (3) prices and other costs

of emergency supplies that might be used in lieu of carrying a seasonal
reserve, GO costs incurred by handlers and nonhandlers in processing
reserve and surplus milk, (5) accessibility of facilities, other than
handlers' own plants, for processing reserve milk, together with costs
and problems involved in their use, (6) response of handlers and poten-
tial handlers to changes in price levels for reserve and surplus milk,
and (7) prices paid by unregulated milk plants for milk going into the
same products for which reserve and surplus milk usually is used. Find-
ings on these separate aspects, brought into proper relationship with one
another and with the major objectives of pricing milk in the fluid mar-
kets of this area, would provide the basis for improvements in the
pricing of this class of milk.

The Department of Agricultural Economics at Kansas State College
cooperated in the survey on which this report is based. Paul L. Kelley
participated in the general planning of the study, aided in the field
work, and reviewed the manuscript in preliminary form. Howard L. Hall
interviewed operators of about half of the plants studied.

Thanks are due the managers and personnel of the plants studied
for their patient cooperation. Special acknowledgment is made of the
important contributions of L. F. Herrmann in planning the broad study
and providing counsel through its many stages of development and
fruition.

o o

The study on which this report is based was made under authority
of the Agricultural Marketing Act of 1%6 (RMA, Title II).

o o
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SUMMARY

The major outlets for reserve and surplus milk in the fluid milk
markets of Kansas, northwestern Missouri, and Oklahoma are its use in ice
cream and cottage cheese, or its sale as milk or sweet cream to other
plants manufacturing ice cream. Much of the milk going into such uses
is priced by formulas using a fixed relationship to the prices for butter
and nonfat milk solids at Chicago.

This study was made to provide the factual basis for considering
whether the value of reserve and surplus milk might be indicated more
precisely by the price of cream than by the price of butter. The data
concerning the price structure and marketing practices for sweet cream in
this area are based on an analysis of 13,400 sales, totaling 7 l/2 mil-
lion pounds, of butterfat in sweet cream by 19 firms during 1951 (and of
a smaller group in 1952 and 1953). The analysis indicates that:

(1) The average monthly price of sweet cream changed less from
month to month in 1951 and part of 1952 than did the wholesale price of
Grade A butter at Chicago. After November 1952, cream prices fell faster
and farther than did the price of butter, and remained at an unfavorably
low level throughout 1953. The average price of cream lost much of its
stability (relative to butter) when broken down to a weekly basis, and
fluctuated widely on a daily basis.

(2) For sweet cream sold in 1951 and 1952, all firms realized an
average return of 126 and 127 percent, respectively, of the price of
Grade A butter at Chicago. In 1953 the returns averaged only 121 per-
cent.

(3) In 1951 and 1952 the prices which handlers in Kansas City and
Oklahoma City were required to pay per pound of butterfat in 40 percent
cream were about 4 cents and 6 cents less, respectively, than it would
have cost them for cream at the weighted average price of all cream cov-

i

ered in this survey. By 1953 handlers in both cities had to pay about
3 cents a pound of butterfat more, relative to the weighted average,
than in 1951 and 1952.

(4) Only three percent of all cream sales were made by handlers
(plants regulated by Federal milk orders). For a number of reasons, they
usually sold cream at prices that averaged between two and three cents a
pound of butterfat less than those received either by nonregulated plants
or by plants with both regulated and nonregulated operations.

(5) In 1951 the firm with the highest returns received a monthly
average of about 12 cents more for each pound of butterfat in sweet cream
than did the firm with the lowest returns. Among six of the largest
firms, the range averaged 5 cents a pound, varying from 7 cents in April
to 2 cents in October. There was a wide range in selling prices, even

iii



during periods when the price of butter remained unchanged. Most firms
varied selling prices, at least upon occasion, to certain types of buyers
or to selected customers who purchased in large quantities.

(6) The weighted average price for sweet cream in this area had
no fixed relationship to a similar price for cream sold in Boston, Mass.
The monthly average spread between the two series ranged from 9.8 cents a
pound of butterfat to 4-. 4- cents, depending on the season of the year.

If later analysis indicates a need for a regular reporting of
prices for sweet cream (as a basis for measuring the value of butterfat
in reserve and surplus milk), this study shows that (a) a sizable volume
of sweet cream is regularly sold from this area, but (b) the wide range
in prices received by different types of sellers (with most sales being
made near the extremes of the price range rather than the center) will
create serious problems in developing a cream price series and applying
it to the pricing of reserve and surplus milk.

iv



THE MARKETING AND PRICING STRUCTURE FOR BULK SWEET CREAM
in Kansas, Missouri, and Oklahoma Markets

By Alexander Swantz
Agricultural Economist

INTRODUCTION

This report analyzes data collected to determine the pricing and
marketing structure for bulk sweet cream in a trading area that includes
six major fluid milk markets in Kansas, Oklahoma, and Missouri. The

trading area surveyed includes the fluid milk markets and the milksheds
for Greater Kansas City and Neosho Valley, in Missouri and Kansas;

Topeka and Wichita, Kans. ; and Oklahoma City and Tulsa-Muskogee, Okla. l/
(Fig. 1. ) This study is one of several designed to determine and evalu-
ate the important factors involved in pricing reserve and surplus suppliesimpo:

2/i:of milk 2/ in federally regulated fluid milk markets within this area.

Several developments within recent years increased the need for
improvements in the basis for pricing reserve and surplus milk in this
area:

(1) There was a rapid shift from the production of farm-separated
cream toward the production of whole milk. Many whole milk producers,
in turn, responded to a wider spread between prices for Grade A and
ungraded milk by shifting to the production of Grade A milk for the
fluid markets.

(2) The imposition of stricter health standards by city officials
oaused producers to incur higher costs in producing Grade A milk, with
resultant pressures from producers to recover such costs by higher prices
for milk.

(3) Increased sales of skim milk drinks, ice cream mixes with
lower butterfat contents, and frozen desserts containing vegetable fats

1/ This region lacks a common name. For convenience in this report
it will be called the South Central Area. Alternatives which were con-
sidered, Mid-Central, Southwest and Southern KLains, all leave something
to be desired. The term South Central may remind the reader that the
geographic center of the U. S. lies in Kansas, near the northern edge of
the territory covered by this study.

2/ The terms "reserve" and "surplus" milk are defined for the
purpose of this report on page 5.
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and nonfat milk solids, combined with significant reductions in the

amount of butterfat sold as fluid cream, forced a diversion of butter-

fat into lower-valued uses.

(4) Most fluid milk markets in this area have developed more

adequate supplies of Grade A milk from local producers since World War II

and rely less upon supplies from other areas. This necessarily increases

the amount of milk relegated to manufacturing uses, at least during the

months of flush production.

(5) The six major fluid milk markets in this area now are regu-

lated by Federal milk orders, and these orders specify an exact formula

or level for pricing milk diverted to manufacturing uses.

Under these conditions, the level of minimum prices for milk
diverted to non-fluid uses, and the basis for establishing such prices,

beoome highly important to producers, to handlers 2/, and to non-
handlers 2/ wno regularly compete with handlers. A widespread feeling
exists among all interests in the area that present pricing levels and
methods must be reevaluated in terms of the changing relationships just

mentioned.

Purpose of This Study

One standard for the price for reserve and surplus milk is the
market value, in the area concerned, of the products into which it is

normally made. This standard would gear the price of reserve and surplus
milk to changes in the prices of whole milk, •milk components, or the
final products.

The major outlets for reserve and surplus milk in most of the fluid
markets of the South Central area normally are its use in ice cream and
cottage cheese, or its sale as milk or cream to other plants manufacturing
ice cream. Handlers of fluid milk in these markets who also manufacture
ice cream have the long-run alternatives of using reserve and surplus milk
in their ice cream operations, or of purchasing sweet cream, condensed
skim milk, or nonfat powder from non-regulated plants.

This study was made to determine the price structure and marketing
practices for sweet cream in the South Central area. A knowledge of
these prices and practices, and particularly the comparison of sellers
having fluid milk operations with sellers who use only manufacturing-
grade milk, should provide a sounder basis for evaluating: (l) The re-
lationship between prices of sweet cream in the area and Grade A butter

2/ The terms "handler" and "non-handler," as used in this study
and in milk pricing orders, refer to milk distributors who are and are
not, respectively, regulated by Federal milk orders.
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at wholesale in Chicago, (2) what prices would have been paid for cream by
handlers manufacturing ice cream had they not used reserve milk for such
purposes, (3) the relationship between prices for cream made from regulated
and nonregulated milk in the area, and (4) the feasibility of following the
practice of seme markets which base minimum prices for butterfat on cream
prices reported by the £ferket News Service of the USBA.

In addition, an industry-wide awareness of the exact structure and
behavior of the sweet cream market should be valuable in providing a
sounder basis for evaluating present practices and introducing efficiencies
in distribution.

Scope and Method of This Report

The information on which this report is based was obtained by a
survey of milk processing plants in the area known to have sold sweet
cream, condensed milk and skim milk, ice cream mix, and nonfat dry milk
solids, and of ice cream manufacturers who purchased these products.

Invoice data were obtained from these firms which indicated, for
each transaction during the year 1951, the date of sale, the invoice
price, the quantity of product, basis for pricing, method of shipment,
the amount of transportation charges (when applicable), the type and loca-
tion of buyer, and any premiums and discounts from the invoice price.
Additional data concerning the basis for pricing, the factors affecting
the price of fat and nonfat solids in the form of sweet cream and con-
densed milks, and the conditions and circumstances of the sale not ascer-
tainable from invoice data were obtained by means of an accompanying
questionnaire .

Twenty-three of the firms studied had sales of cream during 1951,
and are classified, for purposes of this report, as n sellers. " Their
recorded sales fell into 3 categories, most important of which was about
7 °l/2 million pounds of butterfat sold in the form of sweet cream by 19
of the firms. This category represented about 98 percent of all the re-
corded transactions. A second category is called "other cream," and
includes sales of sour cream, fluid cream bottled for, but not sold on,
retail or wholesale routes, and cream of extremely low butterfat content .

Eight firms had at least some sales in this category; yet they made up
only 1 l/2 percent of the total sales recorded. Transactions between
members of the same parent company, or units in a chain of operations,
were discarded for purposes of price analysis. These were classified as
"no-price" transactions, and constituted less than 1 percent of the total
volume.

Later analysis of the 1951 data showed that seven firms were
dominant forces in the market from the standpoint of volume sold and in-
fluence on a weighted average price. On this basis, the price pattern
for sweet cream sold during 1952 and 1953 was determined by using monthly
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sales data from six of these seven major firms. Throughout this report
the analysis compares the six-firm group with all firms in order to estab-
lish the exact relationship between them during 1951#

Definition of Reserve and Surplus Milk

In its broadest sense , and through common usage, the term "surplus"

milk generally is understood to mean all milk regularly produced and
delivered to distributors in a marketing area which exceeds the amount
sold as fluid milk, fluid cream, and related fluid products.

In stricter terms, however, this "surplus*1 has three components.

Each component is a result of the peculiar structure of fluid milk markets,

and a close analysis shows that separate marketing and pricing problems
and criteria apply to each.

The three components of "surplus" milk ares

(1) That milk in excess of handlers 1 daily sales of fresh milk
and cream which must be carried by distributors to cover day-to-day fluctu-
ations in such sales. This will be known a§ the "operating reserve."

(2) That milk in excess of daily sales and the daily "operating
reserve" which must be carried by the market because of wide seasonal va-
riation in milk production and a relatively steady seasonal demand for
fluid milk products. This extra milk is the " seasonal reserve^ " With
respect to supply, the usual goal in a market is to maintain a regular
supply of milk which will cover needs for daily sales of fresh milk and
cream and the operating reserve during the fall and early winter months.
Because of the seasonal variation in production, a market must have
facilities for handling or disposing of the "seasonal reserve" as part
of its regular organizational structure.

(3) That milk in excess of (l) daily sales, (2) the operating
reserve, and (3) the seasonal reserve^ This milk is in excess of the
market s s normal fluid and reserve requirements, and is surplus milk in
the more general sense. However, under certain market structures (par-
ticularly those using market-wide pooling), Class II may include milk
used by handlers having Integrated fluid milk and manufacturing opera-
tions (particularly for making ice cream). If this condition exists in
a market , any conclusions regarding proper price levels for reserve and
surplus milk must recognize this extra function.

Since both the "operating reserve" and the "seasonal reserve" are
part of a market's normal structure, the term "reserve" milk will apply
to a combination of operating and seasonal reserves. Thus, a distinction
will be drawn, throughout this study, between theae necessary and normal
"reserves" and the remaining "surplus."
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Objective of Pricing

The price for reserve and surplus milk is much more sensitive, and
difficult to determine, than the Class I price. The sensitivity of the
price stems mainly from the unequal distribution of the supply among com-
peting handlers, from the general competitive factors involved in the

supply and the sale of the products, and from the powerful influence of
the price level on the competitive positions of the firms involved. In

addition, the margins realized in processing reserve and surplus milk can

affect the margins that handlers will take on sales of fluid milk products.

In any event, some handlers suffer an economic disadvantage regardless of

the pricing levels or pricing methods used for reserve and surplus milk.

The problem becomes one of minimizing these undesirable effects.

For reserve milk then, the goal is to establish a price that will
mitigate the undesirable competitive effects of too high or too low|

price levels, at the same time making due allowance for the alternative
function played by reserve milk: That of a standby reserve which can be
diverted into Class I (fluid) uses when day-to-day and week-to-week
fluctuations in demand require.

For surplus milk as defined above, the goal is to establish a price
that will return producers full value for their milk. This ordinarily will
permit conversion of surplus milk into manufactured products without having
the efficient manufacturer incur financial losses and without fostering
any of the undesirable competitive effects of inaccurate pricing. The
handlers who process the reserve, and particularly the surplus, perform a
real service for all parties in the market, and under normal conditions,
should not be expected to carry the burden themselves.

ORGANIZATION OF THE MARKET FOR SWEET CREAM

Characteristics of Selling Firms

Of the 19 firms surveyed, 7 had no operations regulated by Federal
milk orders, all the operations of 5 were so regulated, and in the remaining
7, Grade A milk operations were under Federal regulation and ungraded milk
operations were not. The plants in the six-firm group of major plants,
mentioned previously, were fairly evenly scattered throughout the areas;
however, none of them was completely regulated by Federal milk orders.

The sellers were about evenly divided as to how closely they fol-
lowed the price of butter when they set their selling prices for cream.
One half reported they varied the price each day the price of butter at
Chicago changed; the other half reported a policy of establishing a
"steady*1 or "level" price. Of the 7 firms that had the largest volume of
business (92 percent of the total), 4 used a variable pricing policy and
3 used a steady pricing policy.
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Nearly all of the firms using a variable pricing policy based
selling prices for cream on the price of butter at wholesale in Chicago.

Only in one or two special cases was the local selling price based on
the New York market. All but two of the sellers said they used the price
for Grade A butter (92-score).

The pricing formula most often mentioned by variable-pricing firms
was Grade A butter at Chicago, day of sale, times 1.25, plus 2 or 3 cents.

Two firms reported a selling price based on Grade A butter times 1.30.
However, nearly every firm qualified its answer by stating that its basic
price was increased or decreased 1 or 2 cents a pound of butterfat de-

pending on the season of the year, local supply and demand conditions,

and the quantities involved. Some firms, particularly those without
butter manufacturing facilities, reported that certain sales of cream

were made on the basis of 1.16 to 1.19 times the Chicago butter price,

whereas others reported that 1.20 times the Chicago butter price was their
minimum selling price. Only on rare occasions did sellers use contracts

or base prices on weekly or monthly average prices for butter.

The firms using a steady-price policy established their basic
price level after calculations which began with either (l) a formula simi-
lar to those mentioned, or (2) the cost of milk or butterfat as purchased
from farmers. In either case, further adjustments were made for antici-
pated supply and demand conditions for cream in the local trading area and
for butter and dairy products on a national basis. The final price was an
estimate of one which could remain steady for as long a time as possible.

Importance of Different Types of Buyers

Sixty percent of all the sweet cream sold in 1951 by firms in
this survey went to the two types of plants manufacturing ice cream. This
does not include sweet cream purchased by such manufacturers through
brokers. Companies with combined fluid milk-ice cream operations were
more important buyers than firms manufacturing ice cream alone, taking
35 percent of the total quantity as compared with 24 l/2 percent for the
latter group (appendix table 17),

Firms having multiple-use manufacturing facilities were the third
most important users of sweet cream produced in this area, purchasing
about 18 percent of the quantity sold in 1951. Brokers and butter manu-
facturers were the other important outlets, taking 13 and 6 l/2 percent,
respectively. Fluid milk plants located in a number of small communities
throughout the area purchased 1 l/2 percent of the sweet cream sold, pre-
sumably for bottling and sale as fluid cream.

There were some seasonal variations in the purchases of sweet cream
among different types of plants (table 17). Most apparent is the in-
creased importance of fluid milk and fluid milk-ice cream plants during
the fall and winter months and of specialized ice cream manufacturers
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from March through September. Multiple-use plants, butter manufacturers,

and brokers tended to vary in importance from month to month, although no

seasonal trends in the variation were apparent. The importance of ice cream

as an outlet for sweet cream during 1951 is attested by the fact that even

during the months of January-April such buyers took 51 to 55 percent of the

total quantity of cream sold.

Location of Buyers

Plants in 12 States purchased sweet cream from this area in 1951.

Of these, buyers in Texas were the most important outlets—taking nearly

one-third of the total quantity sold. Buyers in Kansas purchased the

second largest amount (20 percent), followed by the 13 percent sold in

Missouri. Next in order of importance were buyers in Colorado, Nebraska,

Oklahoma, and New Mexico (table l).

It also is apparent from data in appendix table 18 that sales to

certain areas and States varied seasonally, or were quite sporadic. Since

the greatest variability in demand occurred in States outside the produc-

tion area (which bought over 40 percent of the total volume in 1951), it

is clear that conditions in the outside market have a substantial effect

on marketing and pricing conditions for sweet cream in the South Central

area.

Butterfat Content of Cream

More than 95 percent of the sweet cream sold contained 40 percent
butterfat, reflecting the predominant and long-standing trade practice of
standardizing sweet cream to this composition. If the range in tests for
"40 percent cream" is widened slightly to include 36 to 44 percent (on

the basis that these were "near misses" of an intent to sell 40 percent
cream), the proportion increases to more than 98 percent of all sweet
cream sales (appendix table 19). The only other significant amounts of
butterfat sold by these firms in 1951 were in 30, 35, and 50 percent sweet
cream.

Numbers and Sizes of Individual Sales

Multiple-use manufacturers and brokers averaged more than 2,500
pounds of butterfat at each purchase in 1951, exceeding greatly the over-
all average of 564 pounds. Sales to butter manufacturers averaged about
1,300 pounds of butterfat in each shipment. Ice cream manufacturers and
buyers with fluid milk-ice cream operations took 400 and 490 pounds, re-
spectively, to approximate the average for all sales. Fluid milk plants
with and without manufacturing facilities bought at amounts far below the
average—180 and 100 pounds respectively.

The sizes of sales varied seasonally in a number of cases. Most
apparent was the increased size of sales to multiple-use manufacturers and
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Table 1.- Butterfat sold as sweet cream to buyers in specified States, 1951

State ; Butterfat sales ;

Percentage of
total sales

Pounds Percent

Unknown . • 1,945 0.02

Arkansas . 43,592 .57

Colorado • 773,197 10.16

Georgia • • < 7,04.0 .09

Indiana • . < : 121,605 1.60

Iowa • < 5,377 .07

I&nsas • • < 1 1,542,209 20.26

Louisiana • « ! 117,685 1.55

Missouri • , [ 1,002,705 13.17

Nebraska • , ! 650,080 8.54

New Mexico « i 384,2^9 5.05

Oklahoma • < ! 509,724 6.69

Texas . . . < 1 2.453.830 32.23

Total , I 7,613,238 100.00

brokers in the months of flush production and to fluid milk plants in the
months of lowered production in the fall. Ice cream manufacturers and
fluid milk-ice cream operators bought cream in substantially the same-
sized lots during the year.

In terms of number of sales, 75 percent were made to ice cream manu-
facturers and fluid milk-ice cream operators. Fluid milk plants accounted
for another 8 percent, with remaining sales spread rather evenly over all
other types of buyers (appendix table 20).
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Quantity of Cream Sold by Individual Firms

The volume of cream sold by individual firms is an important con-

sideration in determining how many plants to include in a market news

report. Three of the firms covered in this survey sold about 60 percent

of the cream in 1951 (appendix tables 21 and 22). The 7 largest firms

taken together sold about 91 percent of all cream, 92 percent of the sweet

cream, and 96 percent of the 4-0 percent sweet cream. The data in table 2

show the volume of sweet cream sold by three groups of firms, and help
explain why the weighted average price of the 6-firm group was changed so

little by expanding the sample to include sales of sweet cream by all
firms or even all sales of all cream by all firms.

Table 2.- Butterfat sold as sweet cream by plant groups, 1951

HLant group

6 firms
(in subsample) •

7 largest firms •

All firms (19 ) . .

Percentage of
total sales

jtoundg

6,273,567
6,966,986
7,563,436

Percent

82.9
92.1

100.0

Quantity of Cream Sold by Siy-flrm Group. 1951-53

The quantity of cream sold by the 6 firms making up the subsample
for 1952 and 1953 increased each year after 1951. On the basis of the
first 10 months of each year, sales increased 2.8 and 8.7 percent, respec-
tively, over the 1951 level. Actual quantities sold were as follows s

January-0ctober

1951
1952
1953

Pounds of butterfat sold as sweet cream
during 10 months

t
January-October

5,466,911
5,618,565
5,941,120

The only noticeable change in sales patterns between 1951 and the 1952-53
period was a tendency for a greater proportion of the sales to be made
from May through September than previously.

Although detailed data are not available to substantiate the
belief, most persons in the area felt that a greater proportion of the
sweet cream sold in 1952, and in 1953 particularly, was diverted to
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butter manufacturers because of a decreased demand from ice cream manu-
facturers. The prices received for sweet cream sold, particularly in

1953, are consistent with this observation.

Quantity of Cream So^d in South Central Area
and at Boston. Mass.

One approach to the question of what volume of cream is needed to

support a continuing market news report is to use as a comparison the

volume of cream used in reporting wholesale market prices at Boston,

Mass. ij The firms covered in this survey sold 33 percent more sweet

cream in 1951 than was used as a basis for reporting the weighted average
cream price at Boston (appendix table 22). The 6-firm group alone sold

10 percent more sweet cream than was included in the Boston quotation.

One aspect of the monthly variations in quantity of cream in each
price series during 1951 (as detailed in table 22) is the widely differ-
ent seasonal patterns. Proportionally greater volumes of sweet cream
were included in the Boston price during November, December, January, and
February, whereas the volume sold by South Central firms averaged 149 per-
cent greater during the other months of the year. In fact, it averaged
271 percent greater than Boston during the flush production months of
April, Kay, and June. However, it must be remembered that the Boston data
exclude- most, if not all, of the cream from the local milkshed. Conse-
quently, an inverse seasonality is to be expected.

Interarea Movement of Cream

An important aspect of the cream pricing problem is whether the
entire South Central area should be considered a single market or several
markets. One factor to consider is the degree to which firms in the area
overlap or intermingle their sales. All sellers were grouped according
to their locations (fig. l) and called (l) area 1 sellers, (2) area 2
sellers, and (3) area 3 sellers.

The nine sellers located in area 1 (northwest Missouri and north-
east Kansas) sold 64 percent of all the cream covered in the survey.
They sold to buyers in all but two of the locations listed in table 3,
with only one-quarter of their sales going to buyers in their own area
(table 3). Another 25 percent of the cream from area 1 went to Texas,
13 percent to Nebraska, and U percent to Colorado.

The three sellers located in area 2 (southwestern I&nsas) sold 23
percent of all the cream. It went to buyers in 12 different locations.
No sales were made to area 1, and very few sales in area 3. In fact, only

4/ The only important published weighted average price series for
sweet cream in the United States. For an explanation of the make-up of
this series, see page 21.
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2 percent of the cream sold by these firms moved northward. About one

half of their sales were to local buyers, with the major part of the

remaining quantity moving to Texas and Colorado.

The 7 firms located in Oklahoma (area 3) sold 13 percent of all the

cream in the survey. The same basic situation existed here as in area
2— (l) no sales were made to firms located north of the selling area and

(2) the greatest quantity went to out-of-area markets. Cream was sold to

5 different areas, with 37 percent going to local users. Texas was the
most important outlet, taking about 53 percent, the remainder going in
about equal volumes to buyers in other parts of Oklahoma and in Arkansas.

These interarea movements of cream during 1951 indicate (a) that
no significant volume of sales was made to buyers in areas north of the
areas in which the sellers were located, (b) that sellers in the more
northern areas made very few sales immediately to the south, and (c) that
all sellers in all areas competed with each other for sales to Texas.

WEIGHTED MONTHLY AVERAGE OF PRICES RECEIVED FOR SWEET CREAM

The principal data for this part of the study consist of the prices
at which sweet cream was sold by 19 firms in the South Central area dur-
ing 1951 and their relationship to the Chicago butter market. The data
for 1951, analyzed in the first part of this chapter, showed that cream
prices did move differently from those for butter and that a reporting of
them might be of some value to the industry. However, it seemed wise to
test the pattern of cream prices over a period of time longer than one
year, particularly since the market for butterfat in ice cream has begun
to meet growing competition from vegetable-fat frozen desserts. In the
second part of the chapter, these longer-run relationships are shown by
using the prices received by six of the largest plants from January 1951
through October 1953.

Price Structure of All Sellers. 1QT1

The weighted $J monthly average of prices received for butterfat
in sweet cream sold by 19 firms in the South Central marketing area
changed less from month to month in 1951 than did the wholesale price of
Grade A butter in Chicago (fig. 2 and table U).

Prices of sweet cream in this area remained almost steady from
May through September (varying less than three-fourths cent) whereas the
monthly average price of butter at Chicago varied about 3 cents a pound
during the same period. The January-April range in prices for sweet
cream was 1.7 cents as against a 3.3-cent range in butter prices. Also,

£/ Except where otherwise noted, the average cream prices used in
this report are weighted averages, obtained by dividing the total value
of cream sold by the total pounds of butterfat.
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Table 4.- Weighted average price per pound received by all sellers
for butterfat sold as specified types of cream, South Central
area, wholesale price of sweet cream at Boston, Mass., and

price of Grade A butter at Chicago, HI.,
by months, 1951

: Weighted. average price per pound : Wholesale price

of butterfat received by -
! per pound

All sellers for - • 6-firm :

group
for i

: Weighted:
: average,

:

: sweet :

USDA

Month
: All

s Sweet Cream ;
•
•

Other:
average,

!

A*1
!

|
tests'

40
percent

: Other : Grade A

: cream :than 40: cream: sweet .! cream, : butter,

toercent: •
• cream : Boston : Chicago

. Cents Cents Cents Cents Cents Cents Cents Cents

January . i 85.7 85.7 86.0 81.4 80.9 86.0 95.5 69.8
February ,: 85.8 86.0 86.1 82.0 77.8 86.3 95.1 68.9
March . . :: 84.9 84.9 84.9 84.3 76.3 85.0 92.7 66.7
April . . i 84.3 84.3 84.4 82.0 75.5 84.5 90.6 66.5
May . . . !. 86.2 86.3 86.4 85.5 79.0 86.4 92.1 69.5
June . . :i 85.6 85.9 85.9 85.7 77.1 85.8 91.0 68.2
July . . :• 85.3 85.6 85.7 84.2 75.2 85.9 90.5 66.7
August . :: 85.5 85.6 85.7 84.3 71.6 85.5 90.2 66.4
September i: 85.5 85.6 85.7 82.1 77.0 85.7 90.0 67.0
October • i. 87.4 87.5 87.8 82.6 80.1 87.9 93.0 69.9
November ii 89.9 90.0 90.4 84.1 82.0 90.5 98.4 73.0
December :: 95.8 95.8 95.8 94.1 93.0 96.1 104.5 78.0

Average i

Simple :! 86.8 86.9 87.1 84.4 78.8 87.1 93.6 69.2
Weighted:. 86.5 86.6 86.8 83.9 77.9 86.8 95.2

the weighted average cream price resisted the downward movement that occurred
in butter prices from January through September, but lagged behind the price
increases for butter when that quotation was moving sharply upward after
September.

The relative stability of the weighted monthly average of prices for
sweet cream in the area also is reflected in the ratio of the cream price to
butter values in Chicago. The 19 firms realized a return of 126 percent of
Chicago butter prices for all butterfat sold as sweet cream during 1951. The
returns varied from a low of 123 percent in January, November, and December
(when butter prices were moving upward or near the end of an upward movement)
to a high of 128 and 129 in July, August, and September and a secondary high
of 127 percent in March and April (when the prices for butter generally were
moving downward or were low) (table 5).
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Table 5.- Ratio of weighted average price received per pound of butterfat
in specified types of cream sold in the South Central marketing
area to wholesale price of Grade A butter, Chicago, by months,

1951

i Ratio of average price for Grade A butter, Chicago

-iflLW

Month All sellers •
m •

' Sweet cream All cream
: 40 percent :

for
Six firms
sweet cream

^ : sweet cream

January • . . \ 123 123 123 123
February < i 125 125 124 125
March • • < i 127 127 127 127
April . • < ! 127 127 127 127
May. . . < ! 124. 124 124 124
June . • . i 126 126 126 126
July . . - . 128 129 128 128
August • . i 129 129 129 129
September < : 128 128 128 128
October* <

: 125 126 125 126
November : 123 124 123 124
December « ' 2.2? 123 123 123

Average

«

» i> 4 126 126 125 126

£r±ce Structure of the Six-Firm Group
r \^\

The annaul average prices received for sweet cream by plants in the
six-firm group differed by only 0.2 cent from the average price received
by all 19 firms (table 4 and fig.2) # The six-firm group yielded the
higher weighted yearly price (86.8 cents compared with 86.6). The same
relationship held true when monthly prices were averaged, except that the
level of returns was slightly higher throughout—87.1 cents a pound com-
pared with 86.9 cents.

The only noticeable difference in monthly price movements of the
two groups of firms was that (l) the six-firm price level averaged only
0.1 cent higher from March through September whereas (2) it averaged 0.36
cent higher than the all-firm price level during the other months in 1951The extreme range in differences between the two price series occurred
in November (when the six-firm price was 0.5 cent a pound higher) and in
June and August (when the six-firm price was 0.1 cent a pound lower).
These price movements tend to support the generalization that regular
high-volume sellers are able to obtain more favorable prices during
periods of good demand for butterfat.
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Price Structure of Six-Firm Group, 1951-53

The relationship between the price of Grade A butter in Chicago and
the price of sweet cream in the South Central area, as shown in the pre-

ceding analysis for 1951, lasted through most of 1952, During both 1951
and 1952, surveyed plants averaged 126 and 127 percent respectively of the

Chicago butter price for all sales of sweet cream. As in 1951, the cream

price series in early 1952 lagged behind the sharp price increases for
butter. Likewise, it resisted for awhile the subsequent sharp downward
movement in butter prices. This relationship lasted only through November

1952, however.

Beginning with December 1952, cream prices began falling much
faster than Chicago butter prices. After January 1953, the market for
sweet cream remained much lower relative to butter values at Chicago than
during 1951 and 1952. Compared with previous years 1 levels of 126 and
127 percent, the weighted average price for sweet cream fell to 121 per-
cent of Chicago butter in January 1953, and remained at that average level
through October 1953 (table 6 and fig. 3).

When the analysis is restricted to the first 10 months in each year
for comparison purposes (the survey ended October 31, 1953), the deterio-
ration of the sweet cream market after 1952 is emphasized by the fol-
lowing tabulation:

Ratio of price of Grade A butter
January-October in Chicago to weighted average

of year price for sweet cream

1951 126.4
1952 127.0
1953 121.0

Not only did the average price of sweet cream drop sharply in 1953,
but the range in monthly prices was much narrower than in previous years,
as shown below:

Range in ratio numbers of price of Grade A
Year butter in Chicago to weighted average price

for sweet cream

1951 123 to 129 (6 point range)
1952 124 to 131 (7 point range)
1953 119 to 123 U point range)

One factor prompting industry interest in a regular cream price
series was the belief that there was no steady or predictable relation-
ship between the Chicago butter market and cream prices in this area.
This seemed to be borne out by the fact that in 1951 the ratio between
the two price series changed from month to month 10 out of 12 times. The

variability also held true throughout 1952. However, beginning in
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Table 6.- Average prices received for sweet cream by six-firm group compared
with USDA price for Grade A butter at wholesale in Chicago, by

months, January 1951-October 1953

Year :i Price of Grade A : Prices received by : Ratio of average price

and i: butter, Chicago : six-firm group for : for sweet cream to price

month : USDA quotation : sweet cream 1/ s of butter at Chicago
t t

! Cents Cents

1951 i

January . . s 69.8 86.0 123
February . ; 68.9 86.3 125
Matron . %/fa; 66.7 85.0 127
April . • ii 66.5 84.5 127
May • . . :: 69.5 86.4 124
June . . : 68.2 85.8 126
July ... !: 66.7 85.9 129
August. . :: 66.4 85.5 129
September i; 67.0 85.7 128
October . :: 69.9 87.9 126
November ,: 73.0 90.5 124
December s 78.0 96.1 123
Average 1 69.2 87.1 126

1952
January . 1 79.3 99.3 125
February. : 83.5 103.2 124
March . . .: 73.0 95.6 131
April . . 5 70.0 89.9 128
May. . . : 68.4 86.7 127
June . . s, 68.8 87.1 127
July . . : 71.0 89.4 126
August . .i 72.8 91.6 126
September i: 72.6 92.6 128
October . ,: 71.0 90.7 128
November :: 69.2 87.7 127
December :t 67.1 83.2 124
Average s 72,2 91.4 127

1953 i

January . : 66.9 si.i 121
February . s 66.9 80.8 121
March . . it 66.6 80.6 121
April . . ; 65.1 78.6 121
May . . . j 65.1 77.7 119
June • • • i 65.1 78.9 121
July . . . s 65.1 78.9 121
August . . ! 65.1 79.6 122
September : 66.1 81.0 123
October . s 67.A 81.4 121
Average ; 65.9 79.9 121

contained in the sweet cream.
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1953 the ratio held steady (at 121) from January through July (with the

exception of a dip to a low of 119 in May). Thus, the only period in

which the cream price was predictable with a greater degree of accuracy

occurred when Chicago butter prices were resting at or near government

support price levels.

No one month had the highest ratio of cream prices to butter prices

during the entire test period. September came the closest, being high

month two times out of three. When the ratio numbers for each month are

averaged 6/ for the purpose of determining in which months the cream price

series ranked highest relative to butter at Chicago, the following results

appears

Average ratio numbers of weighted aver-

Months age price for sweet cream to price of
Grade A butter at Chicago. 1951-53

September and March 126.3
August 125.7
April and July 125.3
October 125.0
June 124.7
November 124.

February and May 123.3
January 123 .

December 122.6

Pri ce Structure for 40 Percent Sweet Cream
and Other than 40 Percent

For all 19 firms, the monthly prices received for 40 percent sweet

cream moved in close unison with those for all sweet cream (table 4).

The same relationship did not hold true with sweet cream of other tests,

however. The prices received for 40 percent sweet cream averaged about
2 3/4 cents a pound of butterfat more during the year than the prices re-
ceived for sweet cream testing other than 40 percent. However, the differ-
ence is buried in the weighting process because 40 percent sweet cream con-
stitutes the vast majority of sales.

Within the six-firm group there was no difference between the
weighted average prices for 40 percent cream and for all sweet cream.
The small quantities of other than 40 percent cream brought widely varying
monthly average prices (due to the sporadic nature of the sales), yet the
weighted average yearly price was within .8 cent of the price for 40 per-
cent sweet cream. In other words, the same series could have been ob-
tained from this six-firm group in 1951 by limiting the observations to

6/ November and December 1953 were assumed to equal 1953 fs average
of 121.
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4.0 percent sweet cream as resulted from expanding the sample to include all
sweet cream and all sweet cream and "other cream" combined. This situation

arises principally because over 99 l/2 percent of the sales were 4-0 percent

sweet cream.

Price Structure for Sweet Cream and All Cream

In o-L-der to test the effect on the weighted average price series of

including in it sales of all types and tests of cream (rather than just-

sweet cream), a separate analysis was made on a monthly basis. The dif-

ference in average prices received for sweet cream and other cream varied

widely—from 14 cents a pound in August to less than 3 cents a pound in

December. However, the weighted average price of sweet cream was reduced
only one-tenth cent a pound of butterfat during 1951 by adding in all
sales of "other cream." The most apparent effect occurred during months
when flood conditions in parts of the area affected normal relationships.
The relatively small effect of lower prices for "other cream" on the
weighted average price is shown by the close relationship between prices
for sweet cream and all cream in figure U*

Price Structure of Sweet Cream in South_Central Area
and at Wholesale in Boston

f
Mass.

The only important published weighted average price series for
sweet cream in the United States covers 4-0-quart cans of bottling-quality
cream testing between 36 and AA percent butterfat and shipped in bulk to
the Boston marketing area by plants outside the jurisdiction of the Federal
Milk Order governing the Greater Boston market. It is a weighted average
price series calculated from audited purchase and sale invoices by the
market administrator for the Boston market and the Massachusetts Milk
Control Board. This price is reported regularly by the Market News Service
of the U. S. Department of Agriculture, and is closely comparable with the
price series constructed from the data obtained for this study.

As one would expect, the weighted monthly average price for sweet
cream in Boston was higher than the price series constructed for the
South Central area (table U and fig. 5). This spread in prices was
highest in January (when it averaged 9.8 cents a pound) and decreased
each month until September (when it averaged U.U cents a pound). The
spread then widened each month after September, reaching 8.7 cents a pound
in December.

On a weighted average basis for 1951, butterfat in sweet cream was
worth 95.2 cents a pound in Boston and 86.6 cents a pound in this area—
a difference of 8.6 cents a pound. If the difference between the two
price series each month is averaged, it equals 6.7 cents a pound—an in-
dication that the series are based on larger quantities of cream during
months of low price in the South Central area and during months of high
price in the Boston area.



22 -

UJ

U^ ^^ 1

1^**. 1 >
a.^L 1^*^ LU

^-. ^** cr>

^Ifew' ^A O
Z
H
LU

i*i

(
K-'

a:

<
5

UJ
\ f )

_i

<—
/ ^^

Ql 1% o
>- ' V to

ID

U

E O
iO

O

>- 1' c UJ

U
O

0.

00 0)
\J) P >-

i

to

c

1

1 p
I >- 00

Q
-J

O

o
COo

O
UJ

Za T I Z)

LU Si® f
(

"~

*

<
UJ

orU u

Q

G£ I — T^w Ui

Q. \ ^ I ^ £
<

•o X o o
u

CO
•

2
<

\ % u —I Q_

/ <
u.

UI

13

LU

Z)J

"5
LU
tsL J

J 0) oa

*
5

U

c U 1 / ° <
LL

0)

U *
•

I
9H

o

2
1

CD 1
LU

2
«•» 1 |m

!

*
1-

06
\

1, J _L
z <

CL

c

LU
Q. o c5 C> <
4> O^ OD hs 13

•H
P4



- 23

u
>IV \ I

\ ct:

LU

\ if)

o7sV \ • z

/ X \
io

LU

c
\ •

/ h-
3
-J

<
2

o \ V < _J

i/> O
\
%

o UJ

1

<
oc

3

UJ CO \ a: u

U 1 i

1 i

o
to <

V—

.

HHH "Z.

C* I* !
O

o

""
Q. 1 "

to

UJ
I

o
• 3 i \>- u

o o

D

<
/ _J OS

>-

CO

Q

o

O
LU

z
— 1

s >^
1A

c LU 0)

III C£ Ul <
UJ
eg iY.

OQ U -c'
u

111

t*^

C !_ 2 % \ •

UJ

uj ^
* o

D LU % $ o

CO
•

LU

1

1

(<
UJ 2

OS

LU

QL

ID

!j
3

*3 to h- o
< *

U

o
u.

1

f

U. * <

c
0) #

U-

o
»-

i CO |
/ •

=3 2
OQ ^

z
LU

2

D

CO
c*
LU

J_ li ll U <
0.

LU

QCD O C3 3
c

a.
Cd a- co CO

«> Z)



2U -

WEIGHTED WEEKLY AND DAILY AVERAGES OF HIICES
RECEIVED FOR SWEET CREAM

Weekly Average

Many persons concerned with the marketing and pricing of milk and
milk products in the South Central area expressed an interest in some

type of regular market news report on current values for sweet cream
throughout the local area. The most common suggestions was that such con-

ditions be reported weekly. They felt such a weekly report not only would
supply information on current market values, but might be suitable as a
basis, or alternative basis, for pricing the butterfat component of re-
serve and surplus milk. To test the practicability and character of such
a report, the data obtained by this survey were regrouped to simulate a
market news report covering each 5-day week during 1951 for all sales
of sweet cream and 4-0 percent sweet cream. The results are presented in
table 7 and figure 6.

Two facts are disclosed by these data: (l) The weighted average
price for sweet cream varied from week to week by as much as 2 cents a
pound of butterfat. (2) Not only did the price series lose part of its
smoothness when broken down from a monthly to a weekly basis, but in
individual weeks the weighted average price for sweet cream moved in the
opposite direction from butterfat values reflected by the Chicago butter
market. Some of the variability of the weekly price series was caused by
the presence in or absence from the market of certain firms whose prices
varied widely from the usual market pattern. This effect could be mini-
mized by including in any price series only those firms that are regular
sellers of cream (such as those in the six-firm group).

The weighted average price series on a daily basis is presented in
figure 7 and table 8 to illustrate the extreme variability underlying the
series before being "smoothed out" by weekly and monthly averagings. The
fact that the daily average prices fluctuate so widely indicates in part
the differences among the prices charged by individual sellers. Not all
sellers make sales every day. Thus, if most of the sales on one day are
made by sellers who customarily obtain higher prices, the weighted aver-
age price jumps upward; if more of the sales on another day are made by
sellers who usually receive lower prices, the weighted average price moves
sharply downward.

The important point to remember with regard to this variability on
a daily basis is that the price level of each seller has not necessarily
changed in unison with the daily average—rather, certain sellers make
the sizable sales one day and other sellers make the sizable sales an-
other day. By averaging the returns over a period of a week the different
types of sellers are more completely represented, and the average price is
partially stabilized, and by averaging returns over a month the price
level is stabilized even more.



- 25

OnO on cm
. . • • »r\ on

tO tO CM nO
• . • •

4ftO
CM CM

to On CO c*
• • . «

to to to to
CM CM

II
•• ••

m «c\ it\ta
to to to to

ii
<8cS

VP> »A «Tv tO
to to to to

vO tO On CO
tO CM

to to co to CO CO CM V>
• • • « . . . • H CM • • . •

#£8$ HCM

ii
•• ••

»n »r\ v\. to
to to to to

ii
— ••

S3

to to to to

O H On CO is On O CM nO >*»r\o -4
• . . • * • • • • . . •

to to to to

14
•• ••

U>\0 UN. tO
to to to to ii

UMfN COnQ
to to to to

COW H *4 *4-to c«- c- co e»
4c^ H H COnO

• . • « • . • • • • • . • •

to to to to

•• ••

ir\ *r\ into
to to to to

•• ••

tin
CM CO

to to to to

nO nO nO O «4h r- on on -4 CO CO CM nO
• . . < CM • • • • . . • «

»rvxr\ •** to
to to to to

©

II
t§ tO tS On

ii
»Tt »T\COnD
to to to to

•« ••

CM CMtO H C-H s!S CO CO IAO cm -*no a>
. . • « CM CM • . . • . • • «

8<8&£ » S to to to On

ii
Vf\ V% CM V>
to to to to

«*
•• ••

i

Oi CO»AO> is O O CM nO a?j CM CM VNtO
• • • • • • o t • • c <

to to to to

•• ••

to to to o^
• •

to to to to

HCM *«tON J H tO On CM C*- nAS >Tv On CO C-
• • • • C*- H • . • « • • • «

«*«$
•• ••

njdnd c^ o
to to to on

•• ••

<4

«£$«

to On HnO CO no r-to h coco H mCM *>
• • • • •^t • • • « • • «

nDvD c^ o
to to to On

•• ••

COC^
CM CM

if\ V\ ^-to
to to to to

II
•• ••

COC-
CM CM

$$$$

H HnO O On O O CO H CO On CM
• . • « . • • « • . * <

ir\»c\ »r\ o>
to to to to ii to to to to %$ **8«

a a .. ..

J> O nA O
to to to Ci HCM CM CO On CM H CM H CM COnO

• • . « • • • « • . • i

to to to to ii
<4 <

£#$&
•• ••

&*«£$

O H OvO lit VTN V\tO H cka -t-4-CM V>
• • • • • * • • • . • «

££&$ ii
•S-9

##$£ ##$#

C-O VnH CM -© m »AvO on CM nO OnH C<- H
a • • • • • • • • • . «

&«&£ ii
.. *?: "2.

tu to to to

Ji to to to to

Pi U U
<P © © ©
© P P

mO

•shto
CM CM

• .
o o
as

tinH CM

o o

o o

&a
•• •

vA o
CM CO

« •

&§.— ••

On COH CM

25 S5

nD

> >
&£

as

CM CM

15 6O B5

as

o o
•• ••

vr\ onH H

o o

is

o o

•p -p
o o
o o

fH ^ ^p © © ©
<D P.+3 4^>

© -P -P

co 3-<§ m

toto^^-

&Sn8^

95.9 95.9 97.3
101.2

-t^-ONCN-
• • . •

«AUMTt On
ON ON ON ON

HH«0nO
• . . •

»r\UMTv ON
On On On On

HHCOH
• • . •

co co ^4- to
On On On On

nOnO C- *4"
• • . •

On On On s

89.5 89.7 90.7 94.4

88.6 88.6 88.7 92.2

88.6 88.6 88.0 91.5

88.3 88.3 87.9 91.5

88.0 88.0 87.5 91.0

87.6 87.6 87.0 90.5

87.4 87.4 86.5 90.0

Sweet

cream

.

.

t

40

percent

cream:

Butter

x

125.

.

:

Butter

x

130.

.

:



- 26 -

CO

D
CO

U

a.

to

D

c

U

O
CO

t/>

D

6
o

o
u

u

CD
v.

Da
E
o
U

1 i
i _i;

# — ,

'^^ln Ef I

O ^ Crea
(ALL

FIR

1

+
k. z
<D —
4m _

_

4" __,

CO U 6^
I§s} "">

JS3 ^ :

£s§r + .,

j^VV>H %

J|P <d :.

^^f

"

— 1

—

1

1

— 1

CO -T
—

1

~ 1
i /$^y \i

o
o

o o
00

m
UJ

DC o
U o
K
UJ O
UJ UJ

£ z



- 27 -

0)

•H



28

a

&

o

m

•• •«

i

I
•• ••

k

h

u

c

3

(D
-P

&

8

<^c^Ic^^<>u^^^Oc^tXl^ovrva^w^c^Oc^o^c^r^^^vto^C\Ow^c^c^c^^CiC>c^i
AI e^iAUA^iAVAKAiA-^vA-^iAiAiAiAvOsO ia •*£ \£> \£> \0 C-vO «*t C*- to to r- va o^
C^ON <7N QN C^Gs Ox (^CJN 0^0N 0^C>CN Os C>0N Crs N 0^ON N Os Os ON 0^0N Cs O>k CyN Ox ON

C^C^tO tnOC^tO <*\ C* C^ \0 tO \D (>>0\0 OsO VTNOssO lACN-^frtOtOvOAJtOc^

>*t» to to « a to to toV<o wVw to d d o o ho h h w' h h w h c*>^>J
TOtWtOtOTOtOtOtOtofetOtOTOtOtOO^O^O^O^O^O^O^O^O^C^O^O^O^CJ^O^O^

ct^QNc^H^O^O O^C^vOVAsOt-O^C^-^O «f\0 to C^H O O^nOvO «^W C*» O^ »A *A vO

HvOtoc^C^C^C^C^^C^C^C^C^^C^C^roto^totOtO^totOtOtOtQ^-tototo
StOtOTOWfeTOTOTOfefeTOfefefefctOtOfetOtOtofetOt»tOtOTO«tOtOW

^OvOC^C^COvOrHtOU^C^iACNjtOcV^tvOOJ OsO^r-i-^C^OOrHvDCsivOc^
CNZ *AvQ vO vQ C^vsD "st^CS-^iAiAiAsQ ^ tO \Q »A vQ sO C»- VA £»• \D vO en £*• £- vO C*-
^to«to«totoTO^to^tototx>wt»tototoTOtototofetotototototOTO

tOOOtOrHOO^H^C^tOC^C^OCNZVAO^OOtnO^OvOON-^tUfNtOOtOO^VNH

to
«

ia
ON

ia
to

vO

^d»\Q £*» W\ tO *A\Q ^lAvfivOOtO *A\D «sf^ IA »A *d" ^± vO CNiAlA^lAiAlA-^-^ \QtO^t0tOtOtOTOtoTErctOt0tOtOtOtOTOtOtQtO^tOtOtOt»t»tOtOtOtOTO&

N^C^^C^O^O^OO^vnvOC^-«4'^tOrHC^^t€>isO-^'C^vDCf\vDtO»AC*-r^Ot^CNi O
c^\0 if\if\^\D uanO »A^^frcr\^»AJA«*tvA
tototototototototototototototototo

\O\0vQiAr*-u"\iAv0\O*A«AON»AUA £•>-

totototototototototototototo to

OitO^tO^Oi O^vn^MC^v^c^c^cnOr^tOHO^^-sfC^C^C^^C^OtOKfO^-^
t-\D »a £* ia »a\Q >avD\Dv£) »avO iavOsD >±to -4-sDsp ia ia *a *a »AvQ *^^> vnvO
t0®tOfctOt0TOtOTO«tOtOtOtOt0TOt0tOt»«^tOtOtOtOtOOTt0tOt0tO

VfNO^O^tOO^C^OOHC^vrvHVNvO-^tOC^C^OsOOsOOiVNOr^C-C^HCSivD fH

fetototo«tofc^fctototetoto^to^TOTOi»tofe«totow®«5fetotofe

HC^C^VTNOOv^^^C^^AtOH^^CNZCVlC^OC^O^C^vOU^CNl^tOsOVfNvDsrx

-*d" lA\Q VAC^>A>fl *A ^* IA *d«v£) UMA^tsf-^^Oi ^t »A »A «»* -** AJ C^ VA *A >± *A C^ *a|
tOtOTOtOtOtO«tOt»tOt»tX)tOtOTOTO^tOTOt»tOtOt»«wfctOtOtOtOtO to

VAc^c^C-OvOC^vO H»AvO *»4-v£> l> H *A C^ Is- Ai OtOvOO IA H *4"v0 tO VA

t0®ODWtOt0t0t0^t0tCtOt0tC®tOt0tofcTOtOTOTOtOtOTOWt0tO

O^C^O^sOiHO^V\vOOtOC^^NOvOtOVA^^(r\HC^C^OvOC^C\i<>NDtO »A

TO^tOtOtOTOTOtOTOTOSfet^TOfeTOtOtO^tOTOTO^tOtO

VA
to

n£

0>

c^

en

as.

&HC\iC^^iA\Dr-tOO^OrHCNiC^^VA\DC^tOO^OHOiC^^t^A\OC^tOO^OHHHHHHHHHHHWWWtNKMNCVOiCVN^^



- 29 -

THE PRICE STRUCTURE FOR SWEET CREAM

A knowledge of the existing marketing and pricing structure for
sweet cream in the area should enable interested persons to determine
whether local conditions are compatible with and can be reflected by a
continuing price series. Prices may be affected by which plant makes the

sale, the type of buyer, the size of the individual purchase, the volume
of business done with the seller, and related factors.

IftKrhlr AYftr*ff* BJLssg Eaggfcsesd *?v iMLslflaal ^rr*?

Of unusual interest is the wide range in prices which the 19
selling firms were able to realize on sales of butterfat in sweet cream
during 1951. A weighted average of the prices received from all sales

by each firm each month was calculated (table 9 and appendix table 23).
The firm with the highest returns in an average month received about 12
cents more for each pound of butterfat sold in the form of sweet cream
than did the firm with the lowest returns. In November the range in
prices received was widest, more than 17 cents a pound of butterfat,
while the narrowest range in prices received was in April, about 8 cents
a pound.

This wide range in prices received is subject to some distortion-
certain firms had occasional sales in small quantities at prices which
were 5 cents to 10 cents a pound above or below a "normal11 market price.
When such sales constituted a sizable portion of that firm's business in
a particular month, its weighted average price, relative to other sellers,
rose or fell sharply in response. Since most of the "occasional" sales
at unusual prices were of cream of widely varying butterfat tests, the
average range in prices is narrowed from 12.3 cents to 10.3 cents by
analyzing only the returns to all firms from sales of 40 percent sweet
cream (table 9 and appendix table 24).

One other distortion is present in these data. During months when
the general market price level rose or fell rather sharply, the weighted
monthly average return to a particular seller was influenced greatly by
the position of the market at the time sales were made relative to the
position of the market when other sellers made sales. Of oourse, this
tendency is offset to a degree when a firm spreads its sales over most
of the days in a month.

Among the six-firm group, those with the highest weighted average
price each month received about 5 cents a pound more for butterfat than
did those with the lowest price. Although the range widened to 7 cents
a pound in April and narrowed to 2 cents a pound in October, it stayed
between 4 and 6 cents a pound 9 months of the year. Of some significance
is the almost steady level of prices realized by the highest-return
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sellers during the 10 months of January through October, 1951 (fig. 8).

Thus, the range in prices received by the six-firm group in 1951 was .

largely determined by the pricing decisions of the firms at the bottom

part of the price range.

Based on recent data from the six-firm group, the range in prices

received widened in 1952 (from 5 to 6 3A cents a pound of butterfat) and

narrowed considerably in 1953 (to about 4 cents). In 1951 the widest range

in prices during any month was 7.1 cents a pound; in 1952 the range in

monthly prices was 7 cents or more in 7 out of 12 months (and was 10.7

cents in March). During January-October 1953 the widest difference be-

tween the high and low prices received for cream was 6.1 cents a pound of

butterfat (in March) and the narrowest range was 2.2 cents (in August).

Contrary to indications for 1951, the range in prices received during

1953 was influenced most by the pricing decisions of the firms at the top

of the price range rather than those at the botton (table 10). During

the 1951-53 period the high-return seller each month always was one of
two firms (except that it was one of three in 1951) and the low-return
seller was one of three firms (two in 1951).

Among all 19 firms, the relative positions of individual plants,

based on weighted average prices received, shifted frequently. The result
was that no firm was either high-return seller or low-return seller for
each month in the year. The entire range of weighted average prices for
each month is detailed in tables 23 and 24 in the appendix.

Prices Received by Individual Firms During Selected Periods

During the periods when basic marketing conditions and the level
of butter prices at Chicago remain fixed, it is likely that any differ-
ences in prices among firms will reflect differences in pricing policy
more accurately than when butter prices are fluctuating. (See discus-
sion in preceding section.

)

One method of eliminating the effect of fluctuating butter prices
was to choose the day in each month when the greatest number of sales
took place and examine each transaction of each selling firm to discern
the true price levels. It was found in this analysis that on any of the
selected days in 1951 the range in prices received by individual firms
averaged 9 l/2 cents a pound of butterfat between the highest-return
seller and the lowest-return seller (table U). This range is about the
same as the range in monthly average prices.

The chance of isolating a true price surface by this method was
lessened by the fact that only about one-half of the firms actually made
sales on any of the selected days in 1951. The highest proportion of
firms making sales on a selected day was in July and August (11 out of
19). In March only 8 firms made sales on the most active trading day.
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Table 10.- Range in weighted average price per pound received for butterfat
sold in cream, by plants in 6-firm group, by months,

January 1951-October 1953

Year and month
Highest

Average urtre per rawiti

Lowest Difference

Cents Cents Cents

1951
January • • . : 88.2 84.6 3.6
February • * : 88.6 84.6 4.0
March • • • . : SS.A 81.9 6.5
April • • • * : 88.7 81.6 7.1
May • • • • . : 88.5 84.5 4.0
June* • • • . : 88.7 83.6 5.1
July* • • • . : 88.5 82.2 6.3
August* • • * : 88.7 82.0 6.7
September • • : 89.0 82.8 6.2
October • • • : m.s 86.8 2.0
November • • : 92.3 88.2 4.1
December* • • : 97.1 92.1 5.0
Average • 5,05

1952
January . . * : 101.8 94.8 7.0
February • • 106.9 99.5 7.4
March* • • • • : 101.7 91.0 10.7
April. . . . * : 95*1 85.7 9.4
May * : 92.2 83.8 8.4
June . . . . *: 89.8 85.0 4.8
July . . • . 91.5 87.6 3.9
August * * * • : 93.2 90.2 3.0
September* • • : 95.4 90.2 5.2
October- • • •

: 94.9 87.7 7.2
November • • • : 92.4 85.1 7.3
December • • •: 87.1 80.7 6.4
Average • 6.73

1953
:

January * . • i 85.3 79.4 5.9
February • • • : 85.2 79.4 5.8
March* • • • •: 84.9 78.8 6.1
April* * * * •: 81.5 77.3 4.2
May * * * * • : 80.6 77.1 3.5
June • • • • • : 80.8 77.8 3.0
July .... . : 80.6 77.6 3.0
August * * • • : 80.8 78.6 2.2
September • •: 82.1 79.4 2.7
October • • ". 84.2 79.4 4.8
Average

.

4.12
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Price Surface During Selected 15-Day Periods

The second approach was to examine the prices for sweet cream

during two 15-day periods when the USDA quotation for Grade A butter at

wholesale in Chicago remained unchanged. One period was in the spring

(April 4-18) and the other was during the fall (October 23-November 6).

All sales of all sellers were tabulated to show the relationships during

these periods. Here again it is assumed that when market influences

remain relatively unchanged, the price relationships which prevail reflect

unobscured pricing policies of individual firms.

A striking aspect of these data is the number of different prices

at which sweet cream was sold and, more important perhaps, the wide range

in these prices. Also, the range in prices alternately widened and nar-

rowed with the change in seasons of the year. For example, prices for
sweet cream sold by all firms had a range of U cents between the high-
return seller and the low-return seller in the spring period and a
"true" 2/ range of only 4 cents in the fall period. When related to the
price of butter at Chicago, the significant sales were made at prices
which ranged from 121 to 136 percent of Chicago butter in the spring
period and 124 to 128 during the period in the fall of 1951 (table 12).
This seasonal narrowing and widening of the range in prices coincides
with the need to convert sizable quantities of sweet cream into butter
in the spring, and little if any during the fall.

Another feature of the wide range in prices received during the
spring period of stable butter prices is the failure of the quantities
sold at each price to fall in a normal distribution around a central
price. There was a concentration of sales at 81-82 cents per pound and
another around 89-90 cents, an 8-cent-a-pound spread (fig. 9). These
peaks in quantities sold occurred at prices which equalled 123 and 134
percent of the price of Grade A butter at Chicago (table 13). The exist-
ence of such a wide range in prices received, coupled with the fact that
substantially equal quantities of sweet cream were sold at prices near
each end of the range, appears to indicate an unusual marketing structure
for sweet cream in this area. A full knowledge of the reasons for these
situations would increase the chances for developing a sound pricing
method fitted to local conditions.

Prices Associated with Size of Sale

A reasonable assumption is that a part of the variation in prices
might be attributed to a general practice of granting price discounts to
buyers of (l) large quantities at a single transaction or (2) large quan-
tities by regular purchases of smaller quantities at each transaction.

2/ Data in table 12 indicate that the range in prices during the
fall period was 16 cents a pound, but the "true" range is distorted
because the data include 1 sale at a price about 7 cents below and two
other small sales at prices 2 cents and 5 cents above the prevailing
range in prices.



-36-

Table 12.- Butterfat sold as sweet cream by price received, all sellers
April 4-18, 1951 and October 23-November 6, 1951

i Apri^ 4-1 t October 22-N9vember 6

Price received
per pound

1

Butterfat sold
i

3 , .

s Percentage of
:USDA quotatior
5 for Grade A

Butterfat sold
n mmmmmmmi

§ Percentage of
iJJSDk quotation

of i :
tjb + : for Grade A

butterfat :Quantity:
^centage1

: butter : Quantity s

Percentage
: butter

of total
: Chicaero l/ . .

ol total
2 Chicaero l/

Cents \ Pounds Percent Percent Founds Percent Percept

80.0 . i 5,338 1.79 120.8 . • mm

80.5 • i 1,3a .46 121.5 - a -

80.7 • ; - - 656 0.28 114.7
81.2 • : 72,999 24.50 122.6 - -

81.8 •
! 37,696 12.65 123.5 — - mm

82.5 • : 17,120 5.75 124.5 - » -

83.1 •
i 6,663 2.24 125.4 - - -

83.3 i 14,073 4.72 125.7 » - -

83.4 ' i 8,320 2.80 125.9 - - -

83.5 " i 1,728 .58 126.0 - - -

83.7 ' 5 3,168 1.06 126.3 - - -

83.8 •
\ 6,656 2.23 126.5 » - -

84.0 . i 14,560 4.89 126.8 - - -

84.5 • i 2,016 .68 127.6 - — -

85.0 . i 5,792 1.94 128.3 - - -

85.5 • : 64 .02 129.1 - - —

86.0 . : 10,998 3.69 129.8 - - -

87.0 . :
- 8,816 3.80 123.6

87.2 . i - - - 1,280 .55 123.9
87.3 • - - 6,240 2.69 124.0
87.5 • \

- 28,984 12.48 124.3
87.8 • • t - 24,700 10.63 124.8
88.0 • • s 19,002 6.38 132.8 10,684 4.60 125.0
88.1 • - - 10,112 4.36 125.2
88.2 •

\ - - - 5,280 2.27 125.3
88.7 • : - - 8,448 3.64 126.0
89.0 •

: 68,893 23.12 134.3 90,392 38.93 126.5
89.1 • • : mm 7,137 3.07 126.6
89.5 • : • - - 2,604 1.12 127.2
89.7 •

; - - - 12,560 5.41 127.5
89.8 . : - mm 5,280 2.28 127.6
90.0 . \ 1,504 .50 135.8 8,619 3.71 127.9
92.0 . - - - 192 .08 130.7
95.0 • - - - 241 .10 135.0

Total : 297,931 100.00
»

232,225 100.00

l/ Quoted unchanged at 0.6625.
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Table 13 •- Butterfat sold as sweet cream at specified prices expressed as
percentages of the price of Grade A butter,

Chicago, selected periods, 1951

Weighted average price \ Butterfat sold as sweet cream

expressed as a percent- j

age of USDA. quotation j

April A- October 23--November 6

» •
•

Percentage *
! Percentage

for Grade A butter at : Quantity s
of total

Quantity j1 of total
Qfoioago : :

_
•

Pe.rQWt : IfaTOte Bwow* Pounds Percent

115 i
— — 656 0.28

121. . 5,338 1.79 - -

1<^2 . . , 1,341 .45 - -

123. . < : 72,999 24.50 - -

124. . : 37,696 12.65 45,320 19.52

125. . < : 23,783 7.98 50,776 21.86
126. . . 33,945 11.39 98,840 42.57
127. . < : 14,560 4.89 13,725 5.91
128. . . 7,808 2.62 22,475 9.68
129- • « ; 64 .02 - -

130. . . : 10,998 3.69 - -

131. • . ! - - 192 .08

133. . . : 19,002 6.38 - -

134. . . ; 68,893 23.13 - -

135. . . - - 241 .10
136. . , t 1.504 .51 — -

Total. < 9 •

^

i 297,931 100.00 232,225 100.00

One method of determining how much of the variation in prices was
associated with size of sale is to focus attention again on the two 15-day
periods when the price of butter at Chicago remained unchanged. From this
it appears that only a few buyers were given price reductions solely because
of the size of sale involved. For example, during the 15-day test period
in the fall, a total of more than 230,000 pounds of butterfat were sold to
125 buyers. Of these, price discounts were granted to only 8 buyers.
However, they purchased about 23 percent of the total quantity sold. More
than one-third of this quantity went to one buyer.

A study of the individual pricing decisions during both periods of
stabilized butter prices may illustrate the situation best. During both
periods one seller gave a discount of from one-sixth to three-fourths cent
a pound of butterfat to a multiple-use plant whose purchases were 5 to
10 times as large as those of other buyers. During the spring a buyer who
was not a regular customer paid 1 cent a pound more for for a single pra>-

chase of sweet cream. All other buyers paid the going price. Another
seller followed a discount policy similar to that above in the spring,
although sales in the fall were all at prices within a one-half-cent range.
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One seller had a much more variable pricing policy than those

described above. During the spring period this firm had: (l) a basic

price to regular customers who bought small quantities (1-3 cans of cream

each sale), (2) a regular 1 l/2 cents a pound premium from an out-of-area

buyer, (3) a small percentage discount to two buyers who were members of
a chain, and (4) a more substantial discount to brokers whose activities
supplied at least four buyers. By the fall season the range in prices
narrowed to 1 cent a pound, except that the two buyers mentioned in

(3) above still received their regular percentage discount.

Two sellers maintained fixed prices during both periods to all
buyers, but made occasional sales of a "dumping'1 nature to regular out-
lets with multiple-use facilities at 5 cents a pound less than the basic
price level in the spring and 2 cents a pound less during the fall period,

One of these firms made exceptions to its one-price policy during the
spring period by selling to two regular and important buyers at a price
between the basic and "dumping11 levels.

Two other sellers also sold to all buyers at the same price regard-

less of size of sale, with a single exception in each case. One firm
obtained a premium of one-half cent a pound in the spring from a non-
regular buyer who used the cream for a special purpose, and the other
firm gave a discount of 3 cents a pound to a buyer who was in a chain of
operations and who purchased a carload lot. The latter firm gave the
same buyer and another unit in the same chain a 1-cent discount in the
fall, but made no other exceptions from the established price.

Another seller's prices were within a 1-cent range throughout both
periods. The lower price seemed to apply to regular buyers (who, inci-
dentally, seemed to buy in larger quantities), whereas the higher price
applied to firms buying in lots of 1 and 2 cans or making only occasional
purchases. The sole exception to this firm's pricing pattern was a sale
in large quantity to a broker at 1 l/2 cents a pound less than the lower
limit of the firm's prevailing price range.

Some firms made only occasional sales of cream. A company selling
the "surplus11 from its own fluid milk and ice cream operations received
about 7 cents a pound less than other sellers got for sales of the same
size during the fall period; other companies diverted butterfat to sweet
cream to help buyers over a supply situation and received up to 6 cents
a pound extra for such "accommodation" sales.

Prices Associated with Type of Buver Using Monthly Average Prices

Another part of the variation in prices can arise because different
buyers use the cream for different purposes. These end products, in turn,
command different prices; thus, certain types of users can pay more for
butterfat in sweet cream.

Two factors make it difficult to arrive at definite pricing
relationships between types of buyers. The first difficulty arises in
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classifying usage. The second arises (when the price level changes from

day to day) because sales for different uses are made on different days.

For example, many buyers can use sweet cream in several products. In

this study there was no way to find out in which product any given lot

of cream actually was used. However, the data as presented in tables 25

and 26 in the appendix reveal some important general relationships.

During 1951 ice cream manufacturers buying sweet cream from the

19 firms covered in this study paid an average of one-half cent a pound

more than the weighted average price each month. Buyers with combined

fluid milk and ice cream operations paid about .8 cent a pound more than

the weighted average, whereas fluid milk plants (including those with

multiple-use manufacturing facilities) paid an average of 2 3A cents more.

Multiple-use manufacturers, butter manufacturers, and brokers paid

less than the weighted average price by amounts averaging up to slightly

more than 1 l/2 cents a pound of butterfat. Although this range in prices

paid below the weighted average is much narrower than the range in prices

above the weighted average, the effect on price is balanced because
brokers and multiple-use and butter manufacturers bought greater quantities
than the buyers who paid more than weighted average price.

Prices Associated with Type of Buver in Selected 15-dav Periods

Although generalizing from aggregated data may reveal the basic
underlying trends, definite differences between prices paid by types of
buyers are obscured by the fact that the specific price in table 25 for
each type of buyer is influenced by: (l) The day on which the purchase
was made (relative to the level of prices on days when other types of
buyers made purchases from the same seller), and (2) the level of prices
charged by the selling firm (relative to prices charged by other selling
firms). £/

To lessen these distortions, the data were regrouped to permit an
empirical analysis of the association between price and type of buyer
during the two periods in 1951 when the price of butter at Chicago re-
mained unchanged for 15 days. Although not all marketing and pricing
situations occurred during these two test periods, none the less the data
indicate some significant aspects of pricing policy related to type of buyer,

g/^For example, one cannot generalize on the association between
type of buyer and buying prices if a Type A buyer purchased cream at a
1 cent discount when the market price is 90 cents whereas other types of
buyers purchased their cream at the full market price when it was 85 cents.
This difference of U cents a pound in buying prices represents a change in
basic market conditions rather than differences in price associated with
type of buyer. The same problem arises in comparing prices paid by Type A
buyers purchasing from a high-return seller at the same time that other
types of buyers are purchasing supplies from a low-return seller.
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Seven of the 11 firms having sales in these 2 periods sold sweet

cream at prices which varied as between buyers with different types of
operations. Of these firms, three had sales to brokers at prices 2/3
to 2 cents a pound below the basic level. Also, one generally sold to

ice cream manufacturers (which were regular outlets) at 1 cent less than

the price to fluid milk-ice cream plants, although size of sale could

have been a factor in some oases.

The only type of buyer (other than a broker) usually receiving dis-
counts was the multiple-use manufacturer. Some of these multiple-use
operations had facilities for manufacturing ice cream or ice cream mix.

Four of the U firms studied made sales to such buyers during the two 15-day
periods, and in each case at prices below the basic level. The reductions
in price to two of the buyers (by two of the sellers) were modest, varying
between one-sixth and three-fourths cent a pound of butterfat. Since the
buyers could have used the cream in ice cream, and because the purchases
were sizable and regular, it is conceivable that the price reductions
resulted from the size and regularity of purchases as much as from the
type of buyers.

Two multiple-use manufacturers purchased cream during the spring
at about 5 cents a pound of butterfat less than the basic price level.
By fall the number of such sales decreased markedly, and the price differ-
ential had narrowed to about 2 cents a pound. The quantities bought and
the regularity (and, at times, irregularity) of sales to these manufac-
turers indicate that they served as "dumping grounds" for the sweet cream
in excess of the sellers 1 needs or capacity. It seems reasonable to con-
clude, therefore, that a substantial part of this price differential was
the cost to the sellers of having a ready outlet to balance supply, demand,
and facilities.

RELATIONSHIP OF HIICES FOR REGULATED AND NONREGULATED SWEET CREAM

Because regulated manufacturers (handlers) compete with non-
regulated manufacturers in the sale of most products made from reserve
and surplus milk, the relationship between prices paid for milk by both
types of processors becomes an important consideration. The data obtained
for this report also are suitable for two analyses that bear on the com-
petitive relationships between handlers and nonhandlers.

Prices Raid for Street Cream by Handlers and Nonhandlers

Handlers in this area have the alternative (at least in the longer
run) of manufacturing ice cream from reserve or surplus (Class II) milk
or from butterfat in sweet cream bought from nonregulated sellers.
Handlers who purchased sweet cream as the source of either part or all
of their requirements for butterfat in ice cream nearly always bought
40 percent sweet cream, and generally from sellers included in this survey.
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During 1951 handlers in the Kansas City area paid an average of
3.8 cents a pound of butterfat less for 4-0 percent sweet cream under
Federal Order No. 13 than the same butterfat would have cost f.o.b.

seller's plant if purchased as cream at the weighted average price level
(table 14 and fig. 10). Ifendlers under the Oklahoma City Federal Order
paid an average of 6.3 cents a pound less; those under the Tulsa, Okla.

Federal Order paid an average of 6 cents less. The yearly average con-

ceals important seasonal variations in this spread, as can be noted from
table 15.

It must be emphasized that the comparison just made used the price
that handlers paid farmers for the butterfat and skim milk in 40 percent
cream against the price paid processors for 40 percent cream at the

weighted average price level. The distinction is that handlers, in
addition to the price paid producers, will incur processing costs in
converting milk into cream; these costs already are reflected in the
weighted average price series. Furthermore, no allowance is made for the
fact that after cream separation a handler will have the remaining skim
milk for use in other products. The cost of this skim milk to a handler
will vary, and he will incur costs in processing this skim milk. It was
beyond the scope of this report to consider skim milk price relationships
or the amount of costs incurred by a "typical11 handler, but these prices
and costs should be kept in mind in noting the changes that have taken
place in the relationship between these two price levels during the last
three years.

After 1951 the relationship can be compared only by using the
weighted average cream price of the six-firm group (table 14 and fig. 11).
Here again the same general relationships held true in 1952 as in 1951,
with Kansas City handlers paying an average of about 4 l/2 cents a pound
less than the weighted average price for butterfat in 40 percent cream.
Also, Oklahoma City and Tulsa handlers continued to pay about 6 cents
a pound less in 1952.

Conditions changed rapidly in 1953, however. In January, February,
and October, for example, Kansas City handlers paid 1 cent a pound more
than the weighted average cream price series. In addition, the average
spread in price levels of 6.1 cents a pound from March through September
of previous years was narrowed to 2.2 cents a pound in 1953. The same
trends held true for handlers in Oklahoma City" and Tulsa in 1953, indi-
cating that handlers in the three cities had to pay about 3 cents a pound
of butterfat more for cream, relative to the cream price series, than in
1951 and 1952.

Prices Received for Sweet Cream by Handlers and Nonhandlers

Another factor deserving consideration is the relationship between
the prices received for sweet cream sold by plants grouped according to
their status with respect to Federal milk pricing orders. Of the sweet
cream sold by all plants included in this survey, 72 percent was sold by
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Table lb.- Cost per pound of butterfat in Uo percent cream under the

Federal Milk Orders regulating the Kansas City, Mo., Oklahoma

City, Okla., and Tulsa, Okla. markets and the weighted

average cream price of all firms and a six-firm

group, by months, January 1951-October 1953 1/

Cost per pound of butterfat

Year : In UO percent cream under : In sweet icream at

and : Federal Milk Order in - :weighted average price of

month * Kansas t Oklahoma s : :

t City i City i
Tulsa

|
All firms

J
6 firms 2/

: Cents Cents Cents Cents Cents

1951
January • i 85.8 80.8 81.5 86.0 86.0
February i 85.0 79.9 80.7 86.1 86.3
March . . t 79.2 77.7 78.5 8U.9 85.0
April . . : 78.6 77.1 78.2 8U.U 8U.5
May . . : 81.5 80.7 81.2 86.li 86.L
June . . s 80.1 79.6 79.9 85.9 85.8
July • • : 78.5 78.0 78.b 85.7 85.9
August • s 78.0 77.7 78.0 85.7 85.5
Septembeir t 82.2 78.Il 78.7 85.7 85.7
October . : 85.6 81.1i 81.7 87.8 87.9
November : 89.2 85.7 85.3 90.U 90.5
December : 95.2 91.6 90.9 95.8 96.1

Average5 : B3.2 80.7 81.1 87.1 87.1

1952
January • i 96.7 93.1 92.5 99.3
February 101.8 98.0 97.3 103.2
March . • : 85.9 86.0 86.li 95.6
April. . t 82.U 82.6 82.7 89.9
May . . . s 80.7 80.8 80.8 86.7
June . . : 80.9 81.2 81.2 87.1
July . • 83.2 83.5 83.5 89.1.

August • : 85.5 85.5 85.1 91.6
Septembe:r : 89.5 85.6 85.6 92.6
October • : 87.8 8U.0 81i.o 90.7
November 85.7 82.1 82.1 87.7
December t 82.7 79.3 79.3 83.2

Averageb : 86.9 85.1 85.1 91.14

1953
January . : 82.1 78.6 78.7 81.1
February . : 81.9 78.1 78.1 80.8
March * • : 78.3 77.5 77.5 80.6
April . • t 76.: 75.7 75.7 78.6
May • • 76.2 75.5 75.5 77.7
Junfc • • • s 76.2 75.5 75.5 78.9
July • • 76.2 75.5 75.5 78.9
August • : 76.2 75.5 75.7 79.6
Septemberr : 80.8 76.6 76.7 81.0
October • : 82.U 78.1 77.7 81. h
Averag e : 78.6 76.7 76.7 79.9

1/ These data make no allowance for handlers processing costs or the
price-value relationship of the remaining skim milk.

2/ Based on all sales of sweet cream.
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Table 15.- Amount by which the price of a pound of butterfat in 40 percent

cream at the weighted average price level exceeded charges

under Federal milk orders regulating specified cities,
by months, 1951 1/

January-February «

March-April. • • «

May-June • • . » .

July-August • . .

September-0 ctober
November-December
Yearly average •

Cents

0.65

5.75
5.35
7.45
2.85

,?0
3.825

Cents

5.7
7.1
6.0
7.85
6.85

4,4?
6.325

Cents

4.95
6.30
5.60
7.50
6.55
£.00
5.98

1/ These data make no allowance for handlers' processing costs or the

price-value relationship of the remaining skim milk.

the 7 plants entirely unregulated by such orders, 25 percent was sold by
the 7 plants having dual operations 2/* an(3 "^G© remaining 3 percent by

5 plants that were regulated as handlers under an order.

On a per plant basis, each nonregulated plant sold 10.3 percent of
the total quantity of cream covered in this survey, each dual operation
sold 3.6 percent, and each handler averaged only six-tenths of 1 percent
of the total quantity sold. Handlers played a minor role in the sale of
sweet cream in the South Central area, evidence that they are not, as a
general rule, in business primarily to sell sweet cream to processors or
end-user

o

# Most of them use sweet cream in manufacturing their own ice
cream and the quantities sold generally represent only surpluses.

Among the plants in this survey, no particular type of operation
received either the highest or the lowest price for sweet cream sold each
month in 1951 (table 16 and fig. 12). However, it is quite clear that in
most months handlers had to sell cream for prices that averaged consider-
ably less than those received by other sellers. On a yearly basis,
handlers received 2.8 cents a pound less for butterfat in cream than did
dual-operation plants and 2.2 cents less than nonregulated plants. Plants
with dual operations received .0.6 cent a pound more than nonregulated
plants. The firms that obtained the highest average price for the year
and the highest monthly prices most often (7 of the 12 months) had dual
operations—a Grade A fluid milk operation regulated by a Federal milk
order and an ungraded milk operation not under regulation.

2/ A Grade A fluid milk operation regulated by a Federal milk order
and an ungraded milk operation to process and sell various products,
including 40 percent cream. This latter operation is not subject to
Federal milk pricing orders.
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Table 16.- Weighted average price per pound of butterfat in sweet cream
received by plants grouped according to status under

Federal Milk Orders, South Central area,
by months, 1951

Stat.us of plant

Month
: Regulated and
; nonregulated,
I dual operation

No
•

under
•

operations )

regulation
*

Regulated as
handlers under

an order

: Cents GffiQts Cent3

8

January . . • • : 86.0 87.6 82.2

February 86. a 87.3 82.7

March . . 85.6 84.6 83.3

April • • 84.6 84.4 84.2

May • • • i 86.6 87.7 87.7

June • • « . : 87.0 85.1 86.8

July • • 86.4 86.0 85.4
August • • 86.5 86.2 84.4
September « 86.5 86.1 83.8
October • « 89.7 88.6 80.7
November « 89.7 91.8 88.5
December « 94.0 97.0 92.9
Average

Weighted* • 87.5 86.9 84.7
Simple • • • 87.4 87.7 85.2

Many factors influence the competitive relationships between plants
in this survey and the level of prices they receive for sweet cream; hence
it is not accurate to assume that the lower prices received by handlers is
caused by, or necessarily related to, the fact they are required to pay
fanners specified minimum prices for Grade A milk used in their fluid
operations. Nonregulated fluid milk distributors probably are in about
the same competitive position. When such distributors attempt to sell
cream (which usually is their surplus), they enter a market with "distress"
supplies and compete with sellers who stand ready to guarantee delivery of
any quantities at any time. Naturally, they are in an unfavorable position,
Some handlers regularly supplied certain buyers at favorable prices, but
the quantities taken generally were small, and had to be accompanied with
considerable services.
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Table 18.- Butterfat sold as sweet cream, by area, by months, 1951

Area

NE Kansas and
NW Missouri . •

SE Kansas . • . .

Central and
NE Oklahoma . .

NE Missouri . . .

Southern Missouri
Arkansas ....
Western Kansas *

SE and Western
Oklahoma • • •

SE Nebraska and
SW Iowa

Texas . .

Colorado
Georgia .

Indiana •

Louisiana
New Mexico

Total

January : February March April May June July

Pounds

130,648
49,293

31,829
23,004

132
6,600
9,711

1,150

41,021
87,571
37,717

28,067
9,600

16,966

Pounds

55,533
42,402

18,257
15,492

198
6,534
7,901

921

39,990
154,499
22,184

320
46,598
12,800
26,379

Pounds

97,622
74,601

36,070
10,722

132

6,564
9,306

784

47,883
297,188
42,604
6,720

46,940
21,525
28,820

Pounds

86,448
66,058

36,275
51,310

264
1,988
9,028

1,974

47,661
240,048
37,255

15,200
35,154

Pounds

190,532
103,215

39,504

V,94
193

4,950
11,133

2,378

60,486
220,421
56,737

6,400
48,122

Pounds

117,497
92,310

42,322
7,384
264

11,751

1,296

71,737
305,832
68,485

11,200
52,699

Pounds

99,221
98,682

46,945
2,936

1,485
10,458

7,493

78,946
235,772
129,871

7,200
30,741

473,309 450,008 727,481 628,663 754,070 782,777 749,750

Area August : September October : November : December : Total t

1^ ?
11^?6

of total
t t .. r 1 ,. t

NE Kansas and
NW Missouri . •

SE Kansas ....
Central and

NE Oklahoma . .

NE Missouri . . .

Southern Missouri
Arkansas ....
Western Kansas •

SE and Western
Oklahoma • • .

SE Nebraska and
SW Iowa ....

Texas ......
Colorado ....
Georgia
Indiana
Louisiana ....
New Mexico • • •

Pounds

102,848
98,189

47,894
2,240

1,152
17,476

6,591

83,843
263,434
105,358

42,929

Pounds

118,415
71,617

76,926
3,690

1,122
24,905

2,394

51,480
225,560
86,662

7,040
29,307

Total

Rounds

95,859
68,835

53, 614
7,197

4,620
27,695

1,334

52,978
193,527
68,670

9,920
34,255

Pounds

116,836
66,999

35,382
18,729

3,630
23,433

783

a,181
105,663
63,793

6,400
24^459

Pounds

108,630
54,637

15,159
8,077

4,947
15,172

2,449

38,251
124,315
53,861

10,400
14,418

Pounds

1,320,089
886,838

480,177
160,775

1,188
43,592

177,969

29,547

655,457
2,453,830

773,197
7,040

121,605
117,685
384^249

Percent

17.3
11.7

6.3
2.1

1/
.6

2.3

.4

8.6
32.2
10.2

.1

1.6
1.5
5.1

771,954 699,118 618,504 507,288 450,316 7,613,238 100.0

1/ Less than 0.05 percent,
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Table 19. - Butterfat sold as sweet cream and as other cream
by percentage of butterfat content, South

Central area, 1951

Butterfat
content

Butterfat sold as

Sweet cream Other cream Total

Quantity : Percentage s Quantity s Percentage Quantity : Percentage

Percent s Pound3 Percent Pounds Percent Pounds Percent

11 .

•

m 1U7 0.13 1U7 y
12 . - •a 31 .03 3U y
11* • •• • 726 .63 726 0.01
15 • • - 252 • 22 252 1/
16 . - - 1,330 1.15 1,330 .02

18 • • : - 297 .26 297 y
19 • : • 1,656 l.ii3 1,656 .02

20 - - 2,315 2.00 2,315 .03
21 • - - 1,150 .99 1,150 .01
22 • - Hi 1,209 1.0b 1,209 .02

23 • - M 11*9 .13 Ui9 y
2t* • - - 972 .81* 972 .01
26 • i 107 y - • 107 y
2? • : 1,993 1.72 1,993 .03
28 • • m 133 .11 133 1/
30 • • t 0.1*8 - - 35,969 .1*7

31 • 1,509 .02 8,328 7.18 9,837 .13
32 133 1/ 8,122 7.26 8,555 .11

33 • 2,72b .01* 267 .23 2,991 .01*

3)4 • • i .08 8,521 7.35 lb,502 .19

35 • 1,711 .02 30,910 26.66 32,621 .1*2

36 • i 114,715 .19 16,581 lii.30 31,296 .1*1

37 • 17,U13 .23 2,6UU 2.28 20,057 .26
38 • t 38,U03 .51 12,911 11.13 5l,3l2i .67
39 • i 56,180 .71* 3,8U5 3.32 60,025 .78
l*o • i 7,192,773 95.10 2,276 1.96 7,195,Oli9 93.69
1*1 . i 11,913 .59 975 .8k 15,88^ .60
U2 . i 27,081 .36 7,896 6.81 3b,977 .1*6

1*3 • i 16,380 .22 - - 16,380 .21
hi . . i .23 a» - 17,707 .23
1*5 . i 10,Ui3 .12. • - 10,bb3 .11*

1*6 . 3,815 .05 - - 3,815 .05
1*7 . i 1,163 .02 a* • 1,163 .02
1.8 . : 611 .01 m M 611 .01
1*9 . • : .01, m • 2,7bb .01*

50 . ! 69,676 .92 m • 69,676 .91
51 • ! 1,077 .01 •» «• 1,077 .01
52 • 5 208 y - a» 208 y

Total • i
1 7,563,1*3* 100.00 115,939 100.00 7,679,375 100.00

\/ Less than 0.005 percent.
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Table 20 e- Number and average ©f sales of sweet cream classified according to
type of buyers , by ninths , 1951

Brokers
Month

Sales

Multiple-
use manu-

Jkgtu£ii&

Butter
manu-

fagtlgflL
Size

Sales'
Size

* Sales
* Size

9* ffalg

Ice cream
manufao-

Fluid
milk and
ice cream,

Sales
; Size

L2£ &1&
Sales

Size
of Hl§

n^ LL fc LL n^ iii 2a* Lb^. Kq^ l^

January • : 39 1,588 25 2,044 41 2,113 314 334 382 395
February i 51 2,034 23 3,999 26 954 284 383 340 354
March • * s 46 2,948 39 4,101 32 944 407 437 469 413
April • • j 50 2,140 32 4,213 29 1,034 381 395 473 396
May • • • • 25 3,733 41 2,253 37 2,348 431 488 466 543

June • • % 29 3,563 41 4,043 30 1,157 457 470 367 665

July • • t 25 3,769 46 2,518 27 953 414 463 384 796
August • i 30 2,915 60 2,387 32 782 471 401 522 531

September % 25 2,465 69 1,808 30 1,509 416 385 532 536

October * % 32 2,648 87 1,428 25 796 380 347 582 398
November 5 18 1,367 58 2,062 26 716 320 327 476 441
December s 17 1,590 27 2,680 ?4 1.597 319 Jg_ 393

seJ10 OT

Total ors

averages 387 2,547 548 2,529 369 1,306- 4,594 403 5,386 491

Month

t Fluid milk
sand multiple-
s use manu-
: factuyer,

Sties ^ _,

Fluid milk Other

Sales
Si 36

sof sale;
Sales

; Size i

$£«§alej.

!otal

Sales
: Size

No, Lb. Ho. Lb a No. Lb. No, Lb^

January «

February
March •

April •

May . *

June •

July •

August
September
October •

November «

December •

Total or
average

• • • •

9 * • 9

9 8 9 • • •

• • •

s 11 240 80 67 50 36 942
: 5 356 72 78 52 39 853
2 11 498 74 65 67 36 1,145
2 21 192 103 93 67 38 1,156
i 32 189 52 79 79 73 1,163
t 13 596 35 110 51 36 1,023
: 19 213 32 197 17 74 964
i 45 208 58 153 49 58 1,267
s 42 133 108 127 39 52 1,261
: 5B 130 159 99 57 45 1,380
t 62 114 166 99 70 49 1,196
* ?4 111 159 108

_ 53 46 1,056

: 373 180 1,098 ice 651 48 13,406 564
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Table 21.—Butterfat sold as sweet cream, cumulated by sellers
ranked according to volume sold, by months, 1951

Firms in
: Jan.

•
•

s Feb.

» <

•

: Mar. Apr.

•

: May

>

: June

•
•

: July
group > < •

* in-

• •

1 . rr„

Number : Tbunds Pounds Pounds Pounds Pounds Pounds Pounds

3- • ! 314,869 303,060 433,438 382,790 483,661 520,313 367,098

4- • i 356,215 340,872 495,268 450,431 548,555 589,838 449,553
5- • \ 393,066 373,316 555,875 502,015 612,853 646,195 530,849
6- • :i 419,274 399,972 613,868 550,572 660,332 701,473 586,610

7- • -: 436,595 426,479 671,312 597,871 705,740 734,001 642,150
8. • ji 448,137 434,636 685,867 609,517 722,348 750,349 675,256
9- • !: 455,167 442,075 700,155 617,442 734,853 759,199 693,158

10. . :: 460,447 445,185 707,734 623,033 741,925 765,155 709,811

11 • - !: 463,530 446,867 709,002 624,631 747,930 770,319 724,627
12. . i: 464,488 448,460 709,514 625,655 752,794 774,207 737,725
13- • !: 465,256 448,940 709,884 753,270 776,041 740,331

14. • i: 465,315 448,996 776,073 742,356
15. . i 743,996
16. . ! 744,417
17- • 744,740
18. • !

19- • 1

Total : 465,315 448.996 709*884 625,655 753,270 776,073 744,740

i Aug. : Sept. ! Oct. \ Nov. : Dec.

i Total
: sales
: 1951

] Percentage

j of total

: Pounds Pounds Pounds Pounds Pounds Pounds Percent

3. . !! 420,373 427,350 400,901 327,261 276,761 4,602,908 60.86
4- . i

• 498,254 479,779 447,557 371,891 320,618 5,288,450 69.92
5- • !: 563,662 531,683 489,159 406,751 364,330 5,914,656 78.20
b» . j: 625,998 576,611 528,170 439,384 398,245 6,454,636 85.34
7. . j 673,974 615,894 565,210 467,195 430,565 6,966,986 92.11
8. • :: 719,134 647,894 591,499 485,830 438,870 7,118,545 94.12
9- • !: 733,907 668,830 602,907 494,101 443,542 7,255,2a 95.93
10 • :i 748,365 686,761 613,493 502,236 447,613 7,357,738 97.28
!!• • -

i 758,755 691,231 616,063 503,118 448,724 7,446,445 98.45
12- • j 761,945 695,050 617,147 503,928 449,093 7,493,823 99.08
1> • !: 764,827 696,986 618, 014 504,230 449,316 7,526,084 99.51
14* • !: 767,553 697,854 618,127 504,471 7,542,776 99.73
15. . J 768,501 698,406 7,549,560 99.82
16. . s 768,815 698,513 7,555,396 99.89
17. . : 769,076 7,559,240 99.94
ia . j 7,562,569 99.99
19. • J 7.563.436 100.00
Total : 769,076 698,513 618,127 504,471 449,316 7,563,436 100.00
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