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Effective December 16, 1942, a subsidy to the consumer of milk of
2 cents per quart has been paid by the Dominion Govermment in most parts of
Canada.

The purpose of the subsidy was to keep control of the cost of living
and to combat inflation, but a possible result may well be increased consump-
tion.

With the idea of investigating the effect of the subsidy on consump-
tion of milk an investigation has been made in various cities in Canada.

This study summarizes the existing analysis and theory of the factors
affecting milk consumption. However, special attention is given to the effect
of this particular change in price, 2 cemnts per quart.

Investigation was made in Ontario at Ottawa, in Quebec at Hull,
Buckingham and St-Hyacinthe and in Saskatchewan at Regina. Thus some knowledge
was gained of the reaction in the west part of Canada as well as in the east.

It had been hoped to follow the purchases of individual families for
a period before and after the effective date of the subsidy.

It was learned that whilst in most cases, total route sales are accu-
rately recorded, usually with complete detail as to types and grades of product,
such is not the case for individual cutomers now that the cash and ticket system
of collecting prevails.

Accordingly, it has been necessary to classify cities as a whole,
regardless of low, medium or high income. Some Ottawa routes have been success-
fully classed as typically high or low income, and analyses have been made of the

difference in elasticity of demand for milk as between income groups.
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The weekly sales ¢f the two classes of milk, Ordinary and Jersey, for
the period October 1942 to April 1943, were abstracted. The averages sales per
customer per week were calculated and at first sight an increase in consumption
attributalle directly to the subsidy was observable.

Attention has been drawn in a number of publications to the influence
of various factors on food consumption and to the meed for a greater consumption
of certain types of food particularly milk.

The unique position of milk.as a food needs no emphasis in this study.

The fact of its presence in most households in the country 1s a recognition of

its wvalue.
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According to the studies of milk consumption which have already
been mﬁde, and this study, there are a number of possible causes of increa-
sed milk'consumption, some of which are more influential than others. Be-
cause it is very difficult to determine the exact proportion of increase
to be attributed to a factor in particular.

It should be borne in mind that the period cowered by the study
is one of great industrial préberity and that a similar study covering a long
period of business depression might show different results.

The increased prosperity of the people results in a greater demand
for milk, The higher the income the greater is the expenditure on milk.
Then it is clear that milk consumption varies directly and substantially
with income probasbly throughout the range of working-class incomes,

At thepresent time it i1s very hard to have whipping cream so
apparently many families get cream from the top of the milk bottle, contain-
ing 24-25 per cent fat, for whipping cream and therefore people buy more
Jersey milk than before. .

The pronounced trend of the total consumption of milk, which has
been due in part to the steady inecrease of population, has also been due to
an increase in the per capita consumption of milk.

This increase was due apparently to the combined effects of a
mumber of different factors, among which some notable were: the improvement
in the quality of the mllk supplied; the advertlsing and educational work;
the prohibition of the sale of intoxicating liquors; availability of other

. foods such as butter, tea, coffee, sugar, fruits, vegetables etc.

The amalysis of the varying effects of these factors on milk con-

sumption 1s somewhat difficult with the data available.




Generally in cities the milk consumption is very irregularly dis-
tributed during the year and this irregularity is one of the principal dif-
ficulties. For example, take figures of fluid milk consumption in Regina,

Saskatchewan for three congecutive years. (Table 1)

Table lw-~ Daily Fluid Milk consumption in Regina, Saskatchewan converted
to 50-day month Basis, 1939-41. quarts. =

19359 1940 1941

January 391,630 407,861 - 426,102

000 000 00G00CEEB0RSTC0C0R000080000800 000000000000 00C00CEC00C0C008L98C800CCRINAENS0TYS

February 416,698 443,805 454,993
March 410,490 419,276 452,075
April 403,108 417,603 432,102

0P 600 08000000000 C00000CNGEPOCEECOITOCCFCEOPRNETROICERSTOE00QCICCERCEEOCEOOTOROECEOIECBOITOIETODPES

Moy 400,715 412,588 433,280
June 418,929 427,003 463,513

98 000000 0080060060080 08000 0000003000 0CTLIILITPRCRCPIEICIINICEOCENICEOIOPREEOEDPROPTSPTSITIOCERECEOIORDROEOPICEOEDPOIOTS

July : 352,861 371,717 415,686
August 360,495 376,379 403,594
September 385,888 403,150 399,907

(AR NN NN NENENSEN RN EENEENEEN EEEEE RN NE NS R ENEN RN N E R E N N N N R N Y N N R R R )

October 395,247 406,845 403,777
November . 451,130 469,458 472,561
December 400,079 420,289 447,848

3 Abstracted from the records of the Milk Control Board, Saskatchewan.




The milk consumption is high during Lent, that is to say during
February, March or April, and suddenly drops after Easter with the arrival
of early imported vegetabies. Progressively on the approach of summer time,
we substitute for fresh vegetables, salads and fruit.

From July new important consumption decreases with holiday time
because many people spend their holidays in the country. The consumption
curve falls till September, often period of the top production and from the
very first of October the milk consumption rises again at the reopening of
school and holidays end. The winter average is found again. And after,
slow increase till Lent. That is the general idea of the trend during a

normal year of milk consumption.

TO WHAT EXTENT would consumption be changed by alterations in
price? The effect of prices on milk consumption is a very important question
at the present time in the milk industry. The analysis of this relationship
of prices and supplies can be attempted in two ways.

Either by the statistical analysis of what has been the rélation—
ship between supplies and prices in the past, or by obtaining actual data on
milk consumption from the same area at different times with raised or lowered
prices.

Few people deny that a drop in price would increase the consump-
tion of milk, If the demand for liquid milk is elastic, then a drop in price
would be accompanied by a proportionately greater increase in consumption.

Osually where there was no change in price, the consumption of
milk did not alter. There is 1little elasticity in the demamd for milk so

long as prices are kept within reasonable limits,

8.
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The failure of consumption to increase more rapidly must be
attributed to the rise in retail milk prices.

.Consumers compare retail prices of milk with prices for butter,
eggs, meat, and other foods which they use daily.

People will use moremilk if prices are kept at a level which
consumers consider reasonably low in relation to prices of competitive

foods.

THE WEEKLY SALES per customer were obtained by dividing the
total moving average sales of each kind of milk, ordinary, Jersey,or fluid
milk, by the moving average active customers as shown by the books of the
route men on the first week of each month for the period studied, October
1942 to April 1943; eight weeks before the consumer*s subsidy of 2 cents
per quart became effective on December 16, 1942, and 13 weeks after. The

same method was used for all distributors ir wvarious cities.

IN OTTAWA (table 2) the same seasonal trend of consumption of milk .
was observable during three consecutive years as described for Regina. (table 1)
The consumption is high during Lent. A drop occurs after Easter, followed by
a. deicrease till July. The consumption level then falls till September.

From October until March a slow increase takes place.




Table2 :~ Total Fluid Milk Sales in Ottawa converted to 30-Day Month

Basis in Quarts 1939-41. =

. 1939 : 1940 : 1941
January 1,349,849 1,478,565 1,491,383
February 1,463,722 1,555,939 1,591,591
March 1,387,417 1,466,656 1,553,438
April 1,357,280 1,455,086 1,542,235
May 1,409,424 1,450,243 1,577,952
June 1,382,355 1,424,727 1,532,531
July 1,383,621 1,395,379 1,531,553
August 1,271,996 ' 1,431,053 1,523,147
September 1,391,707 1,415,997 1,593,648
October 1,384,138 1,475,949 1,626,079
November 1,460,001 1,524,920 1,622,247
December 1,478,908 1,477,713 1,641,807

= From Monthly Dairy Report, the Ontario Department of Agriculture.

10.




ALL CITIES

Consumers in Canada from December 16, 1942, experlenced a reduction
in price of 2 cents per gquart for Fluid milk as a result of the introduction
of a Dominion subsidy of that amount. In the Fluid milk industry that reduc-
tion has meant an increass in the per customer consumption of milk in each
market surveyed so far.

In December 1942, the retail price of milk was reduced 2 cents a
quart. This reduction in retail price resulted in a 6.0 per cent increase
in sales between following week 4 and 6 for ordinary milk (table 3 figure 1).
A small further increase till week 13, of sbout 0.6 per cent per week coﬁpares
with an increase of 0,75 per cent per week for the 8 weeks preceeding the sub-
8idy week. The effect of the subsidy was most noticeable in January.

According to data collected Jersey milk consumptioh rose much faster
than did that of ordinary milk. (table 4 figure 2). The increase in consump-
tion of Jersey milk by those same customers (9020) was 71.2 per cent for 13
weeks after the subsidy week, a total increas®? in the period of 59.1 per cent
more than for ordinary milk.

From table 5, figure 3, 7.8 per cent seems to be the percentage in-
crease of Fluid milk consumption for 16368 customers in three provinces of
Canada, attributable to the consumer's subsidy. This rise took place between
wook 4 and 6 after the subsidy week, the increase in 2 weeks being more than
half of the total increaseirecorded during the 13 weeks following the effec-

tive subsidy date.
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Figure 1 .- ALL CITIES: Trend of ORDINARY Milk Consu'mptionkffected by

Price Change on Sales by Weeks, 1942-43.

Customers: 9020.
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Figure2 .- ALL CITIES: Trend of JERSFY Milk Consumption Affected
by Price Change on Sales by Weeks, 1942-43.

Customers:- 9020.
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18.

OTTAWA

Investigation has been made at Ottawa regarding the effect
of the 2-cents per quart consumer's subsidy on milk. Of the 28 distributors
of the cify, sales records were taken from the 3 larger companies among 5,901
customers for the consumption of ordinary and jersey milk with 25 routes, and
7;772 customers for the fluid milk consumption totalling 33 selected routes
between low, medium and high imcome districts.

According to table 6 and figure 4, we take notice of the trend being
quitsnormal for the ordinary milk consumption, as a slight increase appears
in sales.

Only 2 7.7 per cent increase in sales per customer was noted
from December week "O" to March week "13" by comparison with a 5.7 per cent
incresse for eight consecutive weeks before the subsidy.

Week "O" is the period during which the subsidy became effective,
December 16, 1942.

During this whole period October 1942, week "8" and March 1943,
week "13", totalling 22 weeks, the trend has been very regular.

With the trend, appears that the consumption is affected By
the subsidy only for a very short period, showing an increase of 5.4 per cent
per customer between January week "4" and "6".

Based on analysis of sales to the same customers, (table 7 and
figure 5) the trend of consumption of Jersey milk was tabulated separately.
The consumption was normsl, with but a-small rate of increase apparent, until

the subsidy became effective. Then a rapid rise for 13 week occured, the total
increase over the subsidy week at the end of that period being 73.2 per cent.
The elasticity of dgmand amongst this sample of 5,901 Ottawa consumers was

nearly ten times as great for jersey as for ordinary milk.




The net retail price of Jersey milk is 12 cents, and that
for ordinary 10 cents. The extra price for Jersey milk provides more than
a proportionate extra butterfat content. The respective percentages content
for the two grades are; ordinary 3.4; Jersey 5.0. For 20 per cent more
money, 47 per cent more fat is abtained.

Consumers get cream from the top of the milk bottle for different
purposes at a very low price.

In table 8§ figures represent the quantity of fluid milk sales
in the province of Ontarlo in comparison with one year before the subsidy

became effective.

Table 8 :~ Commercial Sales of Fluid Milk in Ontario converted to 30-day

month Basis in 1,000 guarts 1941-43. Dec.-100 =

H H H H H :
¢ OCT. ¢ NOV, : DEC. s JAN. ¢ FEB. : MAR.
1941-42 24,372 24,415 24,488 24,660 25,956 25,959
1942-43 27,694 28,358 27,915 29,011 29,915 31,531
% 99,2 101.6 100.0 103.9 107.2 115.0

% From Monthly Dairy Report, The Ontario Department of Agriculture.
During the last.period the trend of an increase affected by the

subsidy is very noticeable. Thls increase of 13.0 per cent, as December=

100.0, compared with the rise of 6.0 per cent for the year before, revealed

in a lowering of the price of milk by 2 cents per quart, have a material effect

upon the comsumption.
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As a result of the comparison it was found that the same
trend is applied (table 9 figure 6) in the Ottawa study for the fluid milk
consumption among 7,722 wholesale and retail customers, taken from those
three same companieg. 13.3 per cent increase is observed from the subsidy
week till week "13"%,

According to the Ottawa fluid milk consumption shown in the following table 10.

Table 10 :- Commercial Sales of Fiuid Milk in Ottawa Converted to 30-day Month

Basis, 1941-43 - December 100.0
Quarts

OCT.- NOV. DEC. JAN.

:
z

1941-42 1,626,079 1,622,247 1,641,807 1,692,543 1,783,740 1,722,047
% 99.0 98.8 100.7 103.1 108.6 108.0

1942-43 1,999,241 1,985,129 2,061,885 2,035,115 2,317,883 2,363,615
97,0 96.3 100,0 98.7 112.4 114.6

The total March sales, 1943, showed a 14.6 per cent increase
over those for December 1942, compared with 8.0 per cent natural increase due
to the development of the population and some other factors.

The difference between those two March months is 6.6 per cent
between December and March for the data compared the rise of the population
and the imfluence of some indefinite other factors might be the same on the
increase of milk consumptioh for those two years.

With the subsidy on, the percentage is higher than the year
before without the subvention.

| According to those figures, the conclusion appears to be that
the subsidy brought a'fise in the conmsumption of fluid milk of nearly 6.6 per

cent in Ottawa.
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Informetion on milk consumption has been taken for Hull,
Quebec, from the three seame Ottawa distributors. For the ordinary and Jersey
milk, 7 sales ruutes were investigated with 1,721 customers who were very
difficult to separate as between wholesale and retail.

for the Fluid milk, inquiriss were made on 3,518 customers
with 16 sales routes. With this total number, we have a very good idea of
the milk consumption trend in Hull as the routes c.wer the city.

We must point out thet the average consumption per customer
is higher in Hull than in Ottawa, and the reason for this is probably the
greater numbers of persons included in each household. Also another factor
is the number of grocery stores taken as wholesale customers and which re-
sold some milk.

In general, Hull population consists in a medium income class
people. From the table 11 and figure 7, the cunsuaption trend involved after
the application of the customers subsidy moved up more rapidly than in
Ottawa during the same period. Lets say twice faster.

The reaction was felt 4 weeks after the sibsidy week. From
week 5" to "7" an increase of 7.0 per cent was observed, wiuile a 7.1l per
cent increase for week "7" to "13"., The immediate effect of the subsidy seems
to be between week "5" and"7",

The reaction is entirely different for Jersey milk. (table 12
figure 8). The increased percentage of consumption was very high in Ottawa.
It was still higsher in Hull by an exceeding of 4.1 per cent. The 2-cent sub-
sidy had a surprising effect on the Jersey Milk consumption in Hull as a gradu

increase took place from the effective subsidy week till week #13" with a rise

of 73.2 per cent.

_7.

al



The subsidy effect on Fluid milk consumption (Table 13,
figure 9) occured mostly during the Sth and 6th week after the change, an
increase of 5.1 per cent. However, from week 6 to 13, the rise was 6.9
per cent, totalling an increase of 14,8 per cent during 13 weeks after the

subsidy week.

28.
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BUCKINGHAM

The representative figures for Buckingham, Quebec, set forth
in table 14 and figure 10, were abstracted from 2 sales routes of.an Ottawa
distributor with 518 customers in the town.

Till week 4 after the effective date of the consumer'!s sub-
sidy, the consumption showed no response to the subsidy . The immediate effect
was felt between week 4 and 6, with an increase of 14.4 per cent.

There was no change during February, and a further 6.3 per

cent rise in March might or might not be attributable to the subsidy.
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ST, HYACINTHE

Investigation has been made at St. Hyacinthe, Quebec, regard-
ing the effect of the 2-cent per quart consumer's subsidy on milk. Of the 30
distributors of the city, 14 were interviewed, but only six had sales records
available for our purpose.

A sufficient amount of data ia available to show that the
average curtailment of sales following a one cent advance in the price of
quarts 1s almost negligible (Table 15, figure 11). A reduction of only 0.5
per cent in sales per customer was noted at the end of 7 weeks following such
an increase on October 23, 1942,

The figure is calculated from a survey of sales of dairies
having 674 customers.

However, the increase in sales following a R-cent reduction in
price is very noticeable.

At the end of 8 weeks after the effective date of the subsidy,
December 16, 1942, an increase in sales per customer of 205 per cent was obser-

ved. After a further 5 weeks the total increase was 21.8 per cent.,
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REGINA

A brief outline has been represented dealing with the effects
of the consumer's subsidy in the easter part of Canada. For the West, Réina
has been taken as a representative city. As in St-Hyacinthe milk is delivered
to consumers seven days a week in Regina.

To cbtain data three of the larger distributors were visited
and from them information was obtained for 1,397 customers luying milk not
recorded as to type.

In Regina the situation differs from easter cities in that
Jerse; milk is 3 cents per quart more than ordinary rather than 2 cents.

It can be observed from the ordinary milk consumption trend
(table 16, Figure 12) that the subsidy effect appears to be more noticeable
for this ordinary milk than for Jersey milk than in the other cities visited.

As soon as the consumer's subsidy Lacame effective the influence
was observable right awsy in ordinary milk concumption trend. From the sub-
sidy innovation week till week 13, the increase was 27.7 per cent.

It will be observed from the table 17 figure 13 that the Jersey
milk consumpption trend, between week 3 and 6 of the subsidy week, the increase
was 17.4 per cent compared with an increase of 39.1 per cent between week 3
and 13.

In the Easterm the increase in consumption of Jersey was greater
due to the differential being 2 cents where as Regina, Jersey milk is 3 cents
more than ordinary milk and the subsidy effected ordinary milk consumption
almost as much as the Jersey.

Then we can assume that price is a factor affecting the rate

of milk consumption.
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Would it not be well to compare table 18, deccribing Regina
consumption during 1939-42, with table 19, figure 14, representing 1942-43
consumption for a certain number of customers.

Let us take a look at the trend consumption for the inter-
resting period of October to March 1939-42 (all figures on basis of 31-day

month). (table 18)

Table 18 :- Total Fluid Milk Sales in Regina, 1939-42 - Quarts

OCT. NOV. DEC. JAN,. FEB. MAR.

L .

1939-40 408,42R 466,168 413,415 421,456 458,509 433,252
1940-41 420,406 485,107 434,299 440,305 470,159 467,142

1941-42 417,236 488,513 462,776 449,079 479,062 475,396

During those three periods, the same trend occured for each
year, i.e. increase in consumption for November. During December decrease
principally ceused by winter holidays, a rise in January and February, then
some decline in March. As described before, these variations are purely
seasonal, and happened every year, except however for the period studied
1942-43., The trend attributed to the consumer'!s subsidy was not the same.

This consumption trend had increased during the 8 weeks
preceding the subsidy date at an average rate of 0.6 per cent. During the
succeeding 13 weeks the average increase was /. per cent, the accelaration

being properly attributable to the subsidy.
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HIGH-INCOME DISTRICT vs. LOW-INCOME DISTRICT

For this particular distinction figures were obtained from
records of retail routes showing the weekly sales of mllk per customer.
The data included sales to 607 customers in one section of Ottawa and to
713 customers in another part of the city.

The first section is Rockliffe which embraces one of the
better residential districts and maybe classed as wealthy. In the second
district, Mechanicsville the incomes are smaller, being derived largely from
clerical and factory employment.

One might expect the elasticity of demaend for a stable food
cuch as milk to be greater amongst low than amongst high income people.

This proved to be true in this inveatigztion.

For Fluid milk, the reduction in retail prices resulted in
15.0 per cent increase in consumption between subsidy week till week 13
for the low income district, (teble 20 figure 15) and during the same period
a rise of only 5.2 per cent took place for the high income district. (table
21, figure 1€).

Consumption wes observed be greater per customer in the
high income areaz. Rockliffe households consumed an average of 13,97 quarts
per week for a period of 22 weeks and the similar average for iechanicsville
was 11.72. The consumption per week per customer in the higher income group
was 19.2 per cent more than in the lower.

The differernce is more noticesble with consumption of Jersey
milk. The consumption for Rockliffe (table 22, figure 17) was neerly 3 times

as great as in Mechanicsville (table 23, figure 18) per customer per week.



However it may be noted that Jersey milk consumption increase €0.8 per cent
for the poor section since the subsidy became effective till week 13. The
increase for the other section was only 44 .6 per cent. At the end of 13
weeks after the subsidy week the increase rate of ordinary milk amounted to
0.2 per cent in the wealthier section of this cilty (tarle 24 figure 19) while
a Tise 1f 12.8 per cent occured in the low-income district. (table 25,

figure 20).

50,
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