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Why A Milk Price Gouging Law

» Farm prices plunged and retail prices,
especially in Metro NY, fell only a small

amount.
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Raw milk cost = Class | price, 201-210 m.z., adj. for bf, plus estimated premium.




Retail Price vs RawM ilk Cost
GallonMilk - 1989 - 1991

Cost

1989 1990 1991

Metro Upst Raw Milk| Metro Upst Raw Milj Metro Upst Raw Milk
Retail Retail Cost Retail Retail Cost | Retail Retail
J 234 2.28 1.38 2.63 2.60 1.57 2.62 2.39
F 2.36 2.30 1.38 2.68 2.65 1.58 261 237
M 2.36 2.30 1.34 2.69 2.63 1.49 2.60 2.36
A 2.36 2.29 1.29 2.65 2.57 1.34 2.60 2.35
M 2.36 2.29 1.25 261 254 1.32 2.59 2.33
J 2.35 2.29 1.26 2.62 2.53 1.35 2.62 2.35
J 2.36 2.29 1.27 2.62 2.52 1.38 2.59 2.35
A 2.36 2.29 1.25 2.64 2.53 1.42 2.60 2.40
S 2.38 2.31 1.30 2.64 2.52 1.44 2.60 241
o 242 2.38 1.36 2.65 252 1.39 2.59 2.40
N 2.49 243 1.43 2.63 2.50 1.33 2.60 2.41
D 255 252 149 | 262 245 145 | 263 243
AVG. 2.39 2.33 1.33 2.64 2.55 1.40 2.60 2.38

Raw milk cost= Class | price, 201-210 m.z, adj. for bf, plus estimated premium.
pared by NYS D of Agri and Markets

1.13
1.12
1.1
1.09
1.09
1.20
1.20
1.25
1.25
1.21
1.26
1.30
1.18

Why A Milk Price Gouging
Law

» Farm prices plunged and retail prices,
especially in Metro NY, fell only a small
amount.

» Timing - the political “stars” were in
alignment!! Do something to improve
price situation for farmers and protect

consumers against too high milk prices.




Why A Milk Price
Gouging Law (cntd)

Two separate bills in play: Amend Roger-
Allen Act under AML to allow Commissioner
to set interim over-order price, upon petition
by producers. Under GBL, add new section
to general price gouging stature

Legislative action was fast & furious - both
bills passed!

Key Provisions of the Law

Title: General Business Law, section 396-rr.
Price Gouging; milk.

Effective June 1991

Applies to the retail sale of fluid milk (milk,

lowfat and skim) sold in consumer size
packages for off premise consumption




Key Provisions of the Law (cntd)

* Whenever the retail price exceeds 200% of
the farm price for Class 1 milk, the
Commissioner has the responsibility to
investigate and determine whether or not
such price appears unconscionably
excessive.

» Once this determination is made, a store has
the opportunity to either lower its price or
justify to the satisfaction of the Commissioner
that the price is not unconscionably
excessive.

Key Provisions of the law (cntd)

* If the store does not lower its price or the
Commissioner does not accept its justification
of the price, the case is referred to the
Attorney General.

» Whether a price is unconscionably excessive
Is a question of law for the court. Evidence
that: (a) the price charged at retail represents
a gross disparity between raw milk price paid
to producers plus a reasonable handler’s
processing and distribution charge and the
price at retail;or.




Key provisions of the law (cntd)

» © increased price charged by the person was
not attributable to additional charges by its
suppliers, or other charges beyond the
control of the person, including cost of labor,

* Once case referred to AG, he may pursue
enforcement action against the store,
including an order enjoining the alleged
unlawful acts. Court shall determine total
excessive charge for milk sold and assess a
civil penalty in that amount plus additional
specified monetary penalty.

Key provisions of the law (cntd)

» When state over-order price in effect,
violation if price increase at retail is
greater than increase paid to producer
under such order




How we administer the law

» Calculate 200%, known as Threshold
Price, for gallons, h-gal, gts. Do for two
broad regions of the state: Upstate and
Metro NYC. Based on milk at 3.5%
butterfat.

Date: 7/18/03

THRESHOLD PRICE CALCULATION

(1) Threshold price: AUG 2003
Cwt. Cwt. Gal
Base price: at NYC and Syracuse Metro  Upstate
Class 1 at 3.5% bf 14.12 13.47
Est. premium 1.50 0.90
Total base 15.62 14.37
Preliminary Threshold
Metro 31.24 2.69
Upstate 28.74 2.47
Adjustment to align hgal & gt to gal *
Threshold
Metro 2.69
Upstate 2.47
Change 0.21
0.20

Hgal

1.34
1.24

0.05
1.39

1.29

0.10
0.10




How we administer the law (cntd)

* Announce Threshold Price monthly - same
day federal order releases Class | price for
following month, usually the third Friday of
the month Distribute via email, fax or mail.

» Usually changes monthly, moving up or down
two cents per gallon for every one cent
change in the farm price.

How we administer the law (cntd)

* Only change threshold if there is at least
$0.02 per gallon change in underlying base
price for Class 1 at 3.5%

* Threshold prices are not maximum prices and
are geared to supermarkets.

» During periods of very low milk prices,
threshold price becomes a less reliable
indicator of possible violations. Relates to
fact that it does not take into account
processing, distribution and retailing costs.




How we administer the law (cntd)

» Enforcement focus is on supermarkets. Our
primary monitoring tool is a monthly survey of
approximately 280 supermarkets statewide.
Also survey on a periodic basis about 280
supermarkets in the Metro NY region during
the year.

» Enforcement focuses on periods when farm
price plunges or increased rate of stores
pricing over threshold.

Upstate New York Markets

Capital District

Hudson Valley

Albany Kingston
Amsterdam Newburgh
Gloversville/Johnstown Poughkeepsie
Schenectady
Troy Western NY *
Batavia
Central NY Buffalo
Auburn Niagara Falls / N. Tonawanda
Rome Rochester
Syracuse
Utica Unregulated ¥
Jamestown
Southern Tier Plattsburgh
Binghamton Watertown
Elmira
Ithaca
* W b *
*
* *
*
* K
* * *
h
Metropolitan New York Markets

Area 1: Nassau and Suffolk Counties Area 6 Jamaica (Queens County)

Area 2: Bronx Area 7: Brighton Beach and Coney Island *

Area 3: Lower Eastside New York Area 8: Westchester County (New Rochelle,

Area 4: East New York and Williamsburg Larchmeont and Mamaroneck *
Area 5: Borough Park and South Brooklyn Area 9: Staten Island *




SURVEY OF RETAIL MILK PRICES
For Selected Markets in NYS

JULY 2003

Compiled by

Department of Agriculture & Markets
Division of Milk Control and Dairy Services

Paper
Markat Quart

.
UPSTATE NEW YORK
AVERAGE SUPERMARKET PRICES, JULY 2003

Milk [ 2%RFM__ | TRLFM__ | Skim |

Plastic
Gallon

Plastic

Paper
12 Gal

Paper
112 Gal

Paper
12 Gal

Plastic

Gallon | 172 Gal | Gallon

Paper |Plssllc

Albany
Amsteegam
Gi'svilishJt
Schenectady
Tray

Weighted Average

Sentral MY

Auzum

Weighted Average

Bingharmton
Elmira
thaza
Weightsd Avarage
Hudson Valley
Kingston
Newburgh
Poughkeegsie

Weighted Average
Yiestern NY
Batavia
Buffzla
Wizgara FiNTana
Rochestar

eighted Average

Unregulgted
Jamestown
Plattsburgh
Wtertawn

Weighted Average

Upstate Average

Gallon

118

195 1 105 119
230 1
232
225

066 25 226

063 11 213

063 10 212

0.63 2 210

0.63 9 212

1.88
208
1.84
203
1.87

211 0oe 18y
18 147 18
207
208

185 118
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METROPOLITAN NEW YORK
AVERAGE SUPERMARKET PRICES, JULY 2003

% RFM| 1% LFM |

Skim

Paper | Plastic
(2 Gal | Gallon

Milk [z
’—‘ Paper | Paper | Plastic | Paper ‘ Paper | Plastic ‘ Paper
Market Quart | /2 Gal | Gallon | 4/2 Gal | 1/2 Gai | Galton | auar:
Dollars.

Area1
Areal
Area 3
Aread
Area s
Aread
Brea
Area 8
Aread

METRO AVERAGE

Milk
’—‘ Paper | Paper
Market Quart | 112 Gal

070 251 132 070
LED 270 1.57 082
080 2407 1.75 090
077 2508 1.44 077
081 275 1 081
074 25 137 072
071 254 3 o7
072 82 .29 o7
088 7 068

078

METROPOLITAN NEW YORK
AVERAGE SMALL GROCER PRICES, JULY 2003

144

133 252
157 288
175 207
144 268
152 275
137 2

133 255
139 262
127 24

W

[z RFM] 1% LFM_ | Skim

Plastic
Galien

Paper
112 Gal

Paper | Paper ‘Papﬂl

Paper ‘

102 Gal

Area
Area2
Aread
Aread
Area s
Aread
Area?
Area 8
Aread

METRO AVERAGE

Arez 1° Nassau and Suffolk Counties

Area 2 Bronx

Area 3 Lower Eastside New York
Area 4 East New Yark and

Quart | 12 Gal | Quart
Rollars

.07 1 . 1.80 187 107
084 X 1 nm

ton Beach and Coney Island

iiamsburg

Area 5 Borough Park and South Brockiyn Arza 9: Staten Istand

Insufficien

number of abservat

s to report

Area B Westchester County (New Rochelle

1.60
178
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UPSTATE AND METROPOLITAN NEV YORK
RANGE IN SUPERMARKET PRICES, JULY 2003

[ Milk I 2% Reduced Fat Milk ]
Paper Paper Plastic Paper Plastic
Market Quart 12 Gal Gallon 12 Gal Gallon
[eow [ #igh | Low [ High [ tow [ Hiah | tow [ High | tow [ Hign |
Lalars
Albany 083 115 119 189 118 180 227
Amsterdam 063 115 119 189 1.1 180 227
GrsvilelJwn 063 115 119 189 118 218
Schenectady 063 115 119 159 118 227
083 115 119 218 118 2
118 119 202 1.1 185 189
118 144 185 1.44 189 227
118 125 188 125 188 200
108 119 180 118 185 227
Binghamion 063 063 115 119 208 218 219
Eimira 061 083 115 119 208 219 162
Haaca 063 063 118 119 227 227 227
Hudson Valley
Kingston 063 085 118 128 188 149 118 128 188 189
Newburgh 085 089 125 149 189 248 118 149 i 248
Poughisspsie 118 129 199 240 119 129 i 249
Wiestern NY
Batava oz 118 137 209 258 118 137 189 189
Bufials 063 118 119 200 227 11g 119 188 189
Niagara F/NTona 063 063 116 119 200 227 t18 119 180 297
Rochester 083 083 116 125 200 227 116 118 180 109
Jamestown 063 063 118 133 a3 189
Pistisburgh 063 068 190 189
Watertoun 083 072 088 124 190 243
Hetrg
Nassaw/Suffalk 085 e 125 179
Bronx 068 o0 120 190
Low Eastside N 072 108 143 189
East NY/Wmiburg 087 oo 125 160
Brough P/S. Br 088 108 120 120
JamaicalQueens 067 08 127 149
Gright B/Coney 085 e 127 149
Jestchestar 085 008 127 180
Staten Island 067 BB 119 -

insufficient numger of osservations to repert

11
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UPSTATE AND METROPOLITAN NEW YORK
RANGE IN SUPERMARKET PRICES, JULY 2003

[ 1% Low Fat Milk I Skim Milk ]
Paper Plastic Paper Plastic
Market 142 Gal Gallon 112 Gal Gallon
[CLow T #igh | tow [ High ah | tow [ High | Low [ Hign |
Albany 188 115 119
Amsterdam 1.9 115 119
Gl'sviteiltom 1.8 115 119
Schenectady 1.59 115 119
Troy 218 115 118
Ausum IRERERT] 188 189 —— 118 119
Rams 119 144 188 227 118 144
Syracuse 098 125 188 220 082 125
Uiica 0oe 119 188 227 ———— 0gg 118
Binghamtan 1.80 085 118
Eimira 1.68 112 118
Ithaca 227 —— 118 119
Hudson Valiey
Kingston 112 120 188 190 F—— 113 128
Newburgh 125 140 108 248 118 140
Poughkespsis 118 120 188 249 119 129
Batavia 118 a7 169 199 -— 08 113 189 158
Buffzlo [RERERT] 188 189 118 119 168 189
Nisgara FilTona [RERERT] 188 227 118 119 189 227
Rochester 118 119 188 199 118 119 B 189
Jamesiown [RIRERT] 188 180 118 133
Platsburgh 115 119 198 199 1
Watertown 008 124 198 243 080 124
etig
NessawSufolk 065 088 127 179 244 279
Bronx 068 0.08 120 199 245 280
Low Eastside NY 288 347 07z 1.08 143 199 268 347
East NV/ANmBurg 240 289 067 088 125 1869 240 348
Brough Plos. Br 128 199 248 347 068 1.08 120 199 248 347
149 067 088 220 278
Bright BiCaney 149 065 080
Westchester 189 065 D98 127 189
Staten lsland 132 200 240 067 068 ide 13 200 240
* = insufficient number of abservations to report.
AVERAGE SUPERMARKET PRICES
UPSTATE NEW YORK, METRO NEW YORK AND NEW YORK STATE, 20022003
{In dollars)
Mg Year dan Esb Bar  Aw May  Jun A Awg Ssp Qo oy Der Awg
Millc Quart
Upst 2002 072 080 062 088 067 088 068 070
2003 063 084
Mew 2002 0.63 07 079 079 078 OFF 077 080
2003 0.78 076
HYS 2002 078 074 074 074 073 073 073 075
2003 53] 070
Upst 2002 1.3 128 126 17 125 135 130
2003 121 120
Metr 2002 158 150 143 1d4E 148 143 145 151
2003 148 184
NYS 2002 148 138 13 138 157 136 135
2003 133 132
Upst 2002 250 244 24 224 224 221 222 235 27 23
003 224 215 247 213
Mew 2002 290 285 283 273 7 270 266 267 267 276
2003 268 263 263 282
202 270 265 264 240 243 248 244 245 247 255
2008 248 239 240 238
24 Lowfat Mik: Half Galion
Upst 2002 137 138 134 132 127 126 135 121 122 126 130
002 1| 12 10 L6 119
2% Lowlst Milk: Gallon
Upst 2002 233 228 2m 225 & 217 214 213 214 218 218 232
200 208 208 208 205 204 204
19 Lowdat Milk: Half Gakion
Upst 2002 137 138 134 132 130 13 128 127 135 123 132 126 139
2003 424 122 120 146 118 148 118
Mew 2002 159 157 156 155 152 151 150 148 148 148 146 146 151
2003 145 146 144 143 144 144 144
Half Gatlor
Upst 2002 137 134 1F T 4B F 125 1! 1213 1
008 123 120 118 118
Mew 2002 62 160 15 151 151 148 148 148 146 148
003 145 146 144 143 444

12



How we administer the law (cntd)

 Investigate consumer complaints of
stores selling above threshold

» Stores found to be pricing above
threshold are sent an
informational/warning letter about the
law.

» Retail Margin Standard (RMS) used as

a filter to identify a retail price price that
appears unconscionably excessive.

How we administer the law (cntd)

 RMS = total in-store handling cost plus net
profit. Currently, $.54 per gal, $.34 per h-gal,
and $.24 per qt. Adjust annually using CPI.

 If a retail price, above the threshold price,
has a gross margin (retail price minus invoice
price) that does not exceed the RMS, it is
considered justified. If the gross margin is
greater than RMS, unit cost documentation is
required to justify the price unless it is
terminated.

13



How we administer the law (cntd)

 If a store continues to sell well above
threshold, a second letter is sent
requiring them to either lower their price
or submit invoice price information.

 If necessary, a third letter is sent
requiring the store to either lower its
price or submit unit cost justification of
the price.

How we administer the law (cntd)

« If the store does not lower its price or
the Commissioner does not accept its
justification of the price, the case is
referred to the Attorney General.

» Receive and answer inquiries about the
law. During periods of low farm prices,
tend to receive more call, especially
from farmers.

14



Has the law been effective?

* Yes! Retail prices charged by
supermarkets have been very
responsive in reflecting decreases in
farm prices. Consumers have realized
substantial savings.

CLASS | PRICE @ 3.5% BF
DOLLARS PER CWT
2001-2003

20.00
19.00
2001 L

18.00
17.00 //—J \
16.00 4\ // \\
15.00

.__\.<‘\_ \
14.00 553 \'\.\joz
13.00 +—= -
12.00 \‘\‘\‘"‘—_‘—_‘

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC

" Northeast Order, Syracuse (Onondaga County)
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Retail Price vs Raw Milk Cost
Gallon Milk - 1/01 - 07/03
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Raw milk cost = Class | price, Northeast Order @ Syracuse, adj. for bf, plus estimated
premium.
Retail Price vs Raw Milk Cost
Gallon Milk - 1/01 - 07/03
Mtro Upstate RawMlk Mtro Upstate RawMk Mtro Upstate RawMlk
Retail Retail @st Retail Retal @st Retail Retail @st
2001 2002 2003
J 2.88 254 144 J 2.90 250 129 J 2.68 2.24 118
F 279 2.36 128 F 2.87 251 129 F 2.66 221 115
M 284 241 133 M 2.85 244 1.26] M 2.63 215 111
A 290 245 140 A 2.83 244 1.25] A 2.63 217 110
M 299 2.65 147 M 2.78 2.39 1.23] M 2.62 214 110
J 3.05 2.65 153 J 2.75 233 122 J 2.62 213 111
J 3.08 272 156 J 273 224 1.18] J 2.62 213 111
A 3.08 279 156 A 271 224 117 A
S 3.08 274 158 S 270 221 117 S
o 312 2.79 1.60 o 2.66 222 1.14] O
N 313 2.80 160 N 2.67 225 1.18] N
D 2.96 258 129 D 2.67 227 1.18] D
AnAg. 299 2.62 147 An Ag. 2.76 2.34 121 | An Ag.
Yd. Ag. 293 254 143 Yd. Ag. 2.82 241 125  Yd. Ag. 264 217 112

Raw milk cost= Class | price, Northeast Order @ Syracuse, adj. for bf, plus estimated premium.
Prepared by NYS Department of Agriculture and Markets
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Retail Price vs Threshold
Upstate - Gallon - 1/01-7/03

3.50
3.30 -—a
310 Threshold® \
o // \
2.70 - ‘\
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250 \./0/‘ 4\_‘\1\-_.\-_./.4
230 Retail W‘\-\
210 —— — — T ?
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2001 2002 2003
Retail Price vs Threshold
Upstate - Gallon - 1/01-7/03
Retail Threshold Retail Threshold Retail Threshold
2001 2002 2003
J 2.54 2.96 J 2.50 2.64 J 2.24 241
F 2.36 2.60 F 251 2.64 F 221 2.34
M 241 2.73 M 2.44 2.58 M 215 2.27
A 245 2.88 A 2.44 2.58 A 217 2.27
M 2.65 3.01 M 2.39 2.52 M 214 2.27
J 2.65 315 J 2.33 248 J 213 2.27
J 2.72 321 J 2.24 241 J 213 2.27
A 2.79 321 A 2.24 241 A
S 2.74 321 S 221 2.33 S
o 2.79 331 (¢] 2.22 2.33 o
N 2.80 331 N 2.25 241 N
D 2.58 2.64 D 2.27 241 D
An Ag. 2.62 3.02 An Ag. 2.34 248 An Ag.
Yd. Ag. 2.54 293 Yd. Ag. 241 2.55 Yd. Ag. 217 2.30
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Retail Price vs Threshold

Metro - Gallon- 1/01 - 7/03

3.70
3.50
Threshold ./._._ﬂ
3.30 /
310 — H\
290 M \‘\L
Retail v\'\’\\\“
2.70 ._.\l—l\
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2001 2002 2003
Retail Price vs Threshold
Metro - Gallon - 1/01 - 7/03
Retail Threshold Retail Threshold Retail Threshold
2001 2002 2003
J 2.88 312 J 2.90 281 J 2.68 257
F 2.79 2,77 F 2.87 2.81 F 2.66 251
M 2.84 2.89 M 2.85 2.75 M 2.63 244
A 2.90 3.06 A 2.83 2.75 A 2.63 244
M 2.99 3.19 M 2.78 2.68 M 2.62 244
J 3.05 3.33 J 275 2.64 J 2.62 244
J 3.08 3.39 J 273 257 J 2.62 2.48
A 3.08 3.39 A 271 257 A
S 3.08 3.39 S 2.70 2.49 S
o 3.12 3.49 0 2.66 2.49 o
N 3.13 3.49 N 267 257 N
D 2.96 281 D 267 257 D
An Ag. 2.99 3.19 An. Ag. 2.76 2.64 An. Ag.
Yd. Ag. 2.93 311 Yd. Ag. 2.82 2.72 Yd. Ag. 264 247
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Marketing Margins
Gallon Milk - 1/017/03

1.70 1.70

1.60 1.60

1.50 /\\ oo 1.50
po G i

1.40 1.40

1.30 1.30

1.20 Upstate A\/”'/\ e 1.20

1.10 v\ 1.10
N A

B e N

2001 2002 2003

Marketing Margin = Retail price less raw milk cost
Raw milk cost = Class 1 price, Northeast Order, at Syracuse (Onondaga County)
adj. for bf, plus estimated premium.

19



