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Preface

This study was initiatéd iﬁ i961 under Alabama Research P#ojgct 592,
Practices and_Costs of Wholeséle ﬁilk Delivérf in Alabama. Information
descrlblng wholesale m11k dellvery operatlons was obtained from milk
distributors in late 1961 and early 1962 Thus, the time lapse between
the field work and publication of results was about six years, _Changing
conditions may cause economic information such as presented in this
report to bgcome outdatedf However, operation and characteristics of
wholesale milk routes in Alabama have not chapged,so much as to outdate
this report. ‘Wholesale milk de}ivery information collected in 1966 for
122 routes in‘the Birmingham and Montgomeryhmarket areas show similar
load characteristics as found in 1961. Some marketing ghanges occurring
since 1961 affecting distribution practices and costsvinglude: increases
in milk product priges, increases in commission rates fgr some firms,
growth of milk sales through convenience stores, and reduction in
delivery days per week from 6 to 5.- The general level of prices has
continuedlupward during this period,

Market regulation and pricing practices administered by the Alabama
Milk Control Board changed little since 1961.

Cooperation of wholesale milk distributing firms and“thgir.foute

" operators in providing information for the study is gratefuly appreciated,
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DELIVERY PRACTICES AND COSTS FOR
WHOLESALE MILK ROUTES IN ALABAMA¥
Norman. R..McDaniel*®¥*

Lowell E, Wilson
Department of Agricultural Economics and Rural Sociology

B More than three fourths of all fluld mllk products sold in Alabama is

distributed on wholesale routes, primarlly to grocery stores, school and

PRI .'rr;:,~{-.

eatlng places. The remalnlng volume is dlstrlbuted on retall routes to

homes. In 1966 approxlmately 40 milk proces51ng plants sold fluid milk
products in the State, four processing plants 1ocated in adj01nlhémstates
sold milk products in Alahama. The 20 1argest plants rephrte; in excess

of 85 per cent of the total sales and had practically all of the whole~
sale milk distributlon.. R o ‘ |
Since World War IT the Shlft from home delivery to wholesale distri-
bution of fluid mllk products brought.ebout a 1arge market adJustment in
Alabama's dairy 1ndustry. A competltlve struggle developed among milk
dlstributors for wholesale volume. This compet1t1on plus loss of home
dellvery sales forced most. small dlstributors and producer-distributors
out of bu31ness. The rapld growth of wholesale volume resulted from the
rise of mass dlstrlbutlon of food through supermarkets and.lhe!shlft to

ST

: store purchases of milk by consumers. Adoption of the single service

*The Experiment Station project on which this report is based was
supported by funds provided by .the:Research and Marketing- Act of 1946
and by State research funds. The study was under Alabama Research Pro=-
jects 592 and 602. Project 602 is:a-contributing study to the Southern:
Regional Dairy Marketing Project SM-28, '"Impact of Changing Market Struc=
ture Upon the CompetitivePosition of the Dairy Industry in the South."

**Former Graduate Assistant and Associate Professor in Agricultural
Economics.



paper container and improved.refrigeratiohﬁhethodsicontributed to the
change.

Cost of milk distribution on wholesale;routes is less than the cost
incurred by retail delivery to homes. In most markets throughout the
United States,‘retail prices for milk sold in stores are below home deli~
very prices. In Alabama markets, however, growth of store sales of mllk
developed desplte no pricellncentive to the consumer, The Alabama Milk
Control Board fixed only one retail price level for milk products. In a
pricing order dated March 10, 1967, the Board permltted an optlmal pr1ce
for home delivered milk of 1 cent per unit above the fixed store prlces.

One research project at this Agricultural Experiment Station has:‘
dealt with fluid milk distribution. Williams made an analysis of‘costs:
and returns for Alabama milk distributors in 1948 and 1949 (7). Cost data
were obtained from 35 milk distributors located throughout the State. N
Considerable variation was found among firms in delivery costs for both
wnolesale and reta11 routes. Major factors contrlbuting to differences
in unit costs of delivery were variationshih’pay rates for delivery workers
and differences in physical.tactors affecting efficiency. For wholesale
routes;'differehces inisize of route loads were the main physical factor
affecting-efficieocy. At the time of Williams' study, wholesale distri=-
bution appeared to be one of the least efficient phases of Alabama's fluid
milk industry.

Purposeslof the study reported here‘vere (1) to describe the charac-
teristics and practices of wholesale oilh.delivery ihLAIabama,z(Z) to
determine costs of delivering milk products and measure' effects of major
variable factors on delivery costs, and (3) to suggest potential ways of

reducing wholesale delivery costs.



METHOD OF STUDY .

Most of the data reported in this study were collected from milk
distributors 15 l96l.f,Altﬁough'theseideta,are several }eefsiold, it is
belleved"fﬁat'phjsiCal“féototsﬁéffeetlhg efficiency of wholesale milk dis-
tributlou'in tﬁetét;te havevnot'changed materiallyAand‘results of the
study are stlll relevant to Alabama s dairy 1ndustry. Also, market reg-
ulation’by thé Alabama Milk Control Board; which mlght affect milk distri-
butlou.practiees; has beeﬁyfelatively uncﬁsnged since 1961, Labor and
truck costs which account for practically all of the delivery costs have
risen somewhat since the fleld work was” completed

In June 1961 17 milk dlstrlbutors handllng over 80 per cent of all
fluid milk products sold in the State were asked to cooperate in the
rstudy. These dlstributors sold ﬁllk oniwholesalevtoutes ln all major mar=
ket sreas in Alabsma; Wholessle vslue of bfoduots'delivered on 234 routes
were obtained from 14 firms for May 1961, Auerage'seles of all products
'per route were $7 560, Table 1. Approximatel§£¢5aper cent of the routes
had sales from $5, 000 to $7 500, and 42 per cent sold more thad $7 500.
,Only 13 per cent handled less than $5,000 of products in'ﬁéy 1961.

Three firms hsd no routes ulth’sales less thsn $5,000; while four firms
had no routes with a value of sales“exeeeding.Sl0,0CO for the month,

Based on the wholesale value ot products for the 234 routes, a sam=-
ple of 45 routes; wﬁich'Were apperentlyhrepresentative of the total
group, was selected for further study. Questionnaires were sent to each
flrm requestlng informatlon about the characterlstics of the selected
'routes. Fourteen distrlbutors cooperated in this phase of the study and

inforuation was obtained for 39 wholesale routes.,



Table 1., Number of Routes, Total Sales and Average Sales Per Route by
Sales Per Route, 234 Wholesale Routes, Alabama, May 1961

1 Number Percentage Total Average Percentage

Sales of of all sales sales per of total
per route routes routes volume route sales

Number  Per cent Dollars Dollars Per cent
Under $5,000 30 12.8 122,305 4,077 6.9
$5,000-$7,499 105 44,9 656,915 6,256 37.2
$7,500-$9,999 60 25.6 - 506,286 8,438 28.6
$10,000 & over 39 16.7 483,521 12,398 27.3
Total 234 100.0 1,769,027 7,560 100.0

Routes studied delivered milk in the following markets, nearby small towns,
and rural areas: Anniston and Gadsden, Birmingham, Huntsville, Mobile,
Montgomery, and Tuscaloosa.  In 1961 these 14 distributors sold about two-
thirds of all fluid milk products in the State.

Survey information was taken for the week of November 13 through 18,
1961. Route drivers estimated the route time requirements, No attempt
was made to obtain time requirements for specific stops or delivery pro=-
cesses, For each route, information was requested relative to labor. costs
and practices, route mileage, number of customers, number and type of milk
and other products delivered. Types of trucks used and costs of operation
were obtained for some routes.. -

Information about individual customer deliveries was obtained for 15
of the study routes. A total of 683 customers was served by the 15 routes.
Value of products delivered to each account was recorded for each deli-
very during the study week, Type of account, second deliveries per day,
number of distributors serving each account, method of payment, and other

services were obtained for each customer.



LOAD CHARACTERISTICS

. ISR I foL R

Among the routes loads differed ds to number of items carried, kinds
of products, and types and sizes of containers, For example, somé“miik'
products were sold in half-gallon, quart, plnt, and half-pint containers

in both paper and glass,

The averagé daily load was 1,286 quart equivalents of milk ﬁféﬁ@§t§}f
46 pint equivalents of cream prodqctg;‘and~192'uhits of other products,
Table 2. Routes handled an average of 14 different types of dairy and
non dairy products, Types of items handled ranged from 11 'to: 16 -among. . .

the routes.

Measurement’of Load

For the sake of simplicity in relating cost to size of route load and
in studying the different route loads, all items delivered were converted
into a common or standard unit of méasurement. Because of the. wide assort=-
ment of 31zes;'products, and containers on the dlfferent routes,iéonQer~‘
sion of the load make=-up into a meaningful standard unit was difflcult;tl
Several dlffgrent standards of measgrgmentsaéould be used in the‘aﬁalysis,
but in each case some type conversién was'reqﬁired.; These different‘meé-
surements include: (1) nﬁmbef ;f”;oﬁéééAéf units; (2) number of quart
equivalents; (3) a point system where each contaimer ‘size was rated as
a certain number of points; (4) a dollar value basis; and (5) a combina=-
tion of any of the above. All milk units were converted into quart equi=-
valents., For example, two pints of milk were counted as one quart
equivalent and one half-gallon was counted as two quart equivalents.

Cream products were converted into pint equivalents and all other pro=-

ducts were simply counted by the actual number of container units,



Table 2. Average Daily Load Delivered By Type of Product in Equivalent
Units, 39 Wholesale Routes, November 13-18, 1961

Equivalent Percentage of product

Product group. units delivered group

Milk, quart equivalent Number Per cent

Creamline sweet milk + « « « &
Multi, vit., & breed milk + + »
Homogenized milk « « « + « «
Chocolate milk « « o ¢ « o « &
Buttermilk « « « o o « o ¢ o
Chocolate drinke « » + « o « &
Skim milk =+ « « & o o ¢ & o &
Fortified skim milk .« . « « .
Whole milk buttermilk . . . .
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Total. . . . . . . . . . . . 1,286.5 100.0

Cream, pint equivalent

Half and half. . . . . . .
Coffee cream . . . . . . .
Whipping cream . . . . . .
Sour cream , . « « + ¢ & o .

. - - . .
. .

oYW
e e .
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Total . . . . . . « « . .. 45,7 Lo 100.0

Other products, product units

Fruit drinks (% pt.-qt.) . . . 155.1 , 8
Orange juice (qt.) . + o« o o & 11.8
Cottage cheese (carton), , . . 18.0
Margarine (1b.)., . . ¢ o « o & 1.5
Butter (1b.) ., . v v v ¢ o o o 1.6
Dairy whip (can) , , ., . . . 5
Ice cream & ice milk mix. (gal.). 2.1
1.6

2

0 o O
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Egg nog (qt‘)o s e s = 8 e 9 .
Eggs (doz.) . e

¢ o 2 P o & e o s

.

Total . 192.4 , - 100.0




Type of Contalner Used and Products Delxvered

Approximately 75 per cent of the mllk dellvered was homogenized milk,
Table 3,4, and 5. Homogenlzed mllk was Sold ‘mainly in half-gallon, half=-
pint, and pint paper contalners.L About one per cent of the homogenized
milk sold was in glass contalners; and in a few instances milk was sold -
';in bulkf Slightly over 50 pér cent'of homogenized milk was sold in half-
gallon paper containers. The next largest percentage of sales was in
half-pint contalners followed by quart and plnt contalners. Because of
a large volume milk sales to schools, more milk was sold in half-pint con-
tainers than 1n_pint and quart contalners.

Cultured buttermilk accounted for 11.5 per cent of the total‘amountv
of milk delivered while chocolate‘mllk made?up approximately eléht‘per
cent of the milk delivered. Most of the cultured buttermilk was eold in
quart containera; wﬁile the largestnportionuof the chocolate milk wae eold
in half-pint containers, mainly to schoole. Pasteurized creamllne sweet
milk, multi-vitamin and breed_milk,“chocolate drink, skim milk, . fortified
milk, and whole buttermilk together accounted for tne remaining‘mllk
{»products. .
Approximately 96 per cent of the total amount of‘mllk deliﬁered'
Ldurlng the study perlod was dellvered in paper containers whlle the renain-
ing four per cent was divided among glass and bulk contalners;

.ﬁalf and 'half blend of ‘cream and milk accounted for nearly 69 per‘
cent of the total cream dellvered durxng the study period. Whipping cream
Wamounted to 14 per cent, sour cream 10 ‘per cent, and coffee cream 7 9 per

cent, respectively, of the total amount of cream pracducts deli?ered.



Table 3. Average Daily Load Delivered by Type of Fluid Milk Product .and -
Container, 39 Wholesale Routes, Alabama, November 13-18, 1961

Container size

Milk One- One- Bulk Total quart
half Pint Quart half in equivalents
pint gal., gal.

No. No.  No. No. No.  No. Bet.
Past. Cr. S.M,
Paper « « « 4+ o o+ m—— - . 8.7 12,0 --=- 32.7 2.5
Glass & ¢ 4 ¢ o 4 o - Y - T .6 1/
Multi. vit. & breed milk
Paper .+ « « « o o o o m——— --- 1.4 3.4 == 8.2 .6
GlaSS ¢ o e o 8 e e @ m—— - - 2/ - ol l/

Homogenized milk
Paper .« o« « « ¢ o .+ 843.9 70.1 182.1 238.8 =---  905.7 70.4
1.0

Glass & + 4 v v 4 . . 23.8 6.9 3.3 W3 em- 13.3 1,
Chocolate milk

Paper e« ® "‘- . . e s 309.0 21.6 8.1 indiad el - 96.2 7I5

GlaSS » ® . * o e @ 203 1.3 m——— hadadh - 1.2 .
Cultured buttermilk

Paper . . v 4 o o . . 8.8 13.2 .89.1 24,9 === 147.7  11.5

Glass , , . . . . . . .2 --- -—- - 2e- .1 1/
Chocolate drink

Paper. ., , . . . . .. 4.4 10.6 2,9 em= --- 9.3 .7

Glass , . . ., . ... --- --- - ——— me- -—- -
Skim milk

Paper ., . + . &« o 6.7 - 19.0 1.8 «== 243 1.9

GlaSS s & e e 9 e o @ - - m——— -1 - 02 _]_'_/
Fortified skim milk

Paper s o o o @ * e o 08 ——— 4;6 ---, —-— 408 .4

Glass s o 8 s 8 e e » - m—— - - ———-— -.!-? m——
Whole milk buttermilk

Paper s ¢ e & ¢ e e @ ’5 1-3 4'7 - - - 5-4 .4

GlaSS e 8 & 6 e o e @ - - L - - - - 2/ 1/

Total. . . . . . . 1,200.4 125.0 324.5 281.3 9.23/1,286.5 100.0

E/Less than 0.05 per cent.
2/Less than 0.05 unit.

‘ 3/Bulk sales in cans: homogenized milk 8.7 gallons and choclate milk 5
gallons,



Table 4. Average Daily Load Delivered by'Type of Cream Product and Con-
tainer, 39 Wholesale Routes, Alabama, -November -13-18, 196%

Container size

Cream —— Total pint
B One-half Pint - - Quart equivalents
pint
Half and half '
Paper . « ¢ o o o ‘=== 19.3 = 5.8 30.9 67.6
Glass « « ¢« o o o === - .2 N .9
Coffee cream
Paper . v ¢ o« o+ R4 R 1.5 . 3.6 . 7.9
Glass « ¢« ¢« v 4 o === -——- - - -

Whipping cream

Paper « « « o « o« 7.1 2 .5 4.8 10,5
GlaSS e o e & s o —— V- .7 - 1.4 3.1
Sour cream . .
Paper e 9 o o & 7‘1 - - - 3-6 709
Glass 4 ¢« & « o & === - -—— - ==
Total. . . . . 14.6 19.9 8.7 45,71/ 100.0

l/Includes an average of one pint of sour cream distributed in

bulk quantity. ’ ’
Cream products were packaged in different"container.aiZeSﬁA For instance,
the greatest portion of the half and half blend was sold in pint containers,
while most of the Whipping and sour cream was sold in half-pint containers.‘
Coffee cream was mainly in quart containers. Approxlmately 94 per cent
of the cream was de11vered in paper containers and 4 per cent was in glass
containers. The remalning amount of cream was sold 1n bulk

A number of other dalry and non-dalry products were handled by the
routes studied. About 80 per cent of these products were fruit drinks,
mainly orange, Cottage cheese and orange juice made up most of the

remainder of this product group.
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Table 5. Average Daily Load Delivered by Type of Other Products and Con-
tainer, 39 Wholesale Routes, Alabama, November 13-18, 1961

- Container -

Other products - Units
size
No.

Orangeade and orange drink. . . . % pint _ 104.3
pint - 39.9
quart 9.4
Grapeade and grape drink , . .‘. % pint 1.2
pint .3
quart 1/

Pure orange juice . . . . . . . . quart , 11.8
Cottage cheese , . . . ¢+ « « « 12 0z, carton 14.5
1 pound carton 0.0
2 pound carton , .2
bulk (pound) 3.3
Margarine . . + 4+ + + « &+ + 4+ o« 1 pound package. , 1.5
Butter ¢ e ¢ + e s e e s © » s e 1 pound Package . 1-6
Dairy whip . . . v + « + . . . . can - .5
Ice cream & ice milk mix « « .. gallon o . 2.1
Eggnog-----........ qU.art 1.6
Eggs L N I I e ] dozen ‘.2
Total 3 . . L . . - . . . . . . . . . L] . . . L d L * - . 192'4

l/Less than 0.05 units

Load Value

Wholesale value of milk and other products delivered on the 39 whole-
sale routes averaged $2,149.90 for the week and $358.31 daily, -Seven routes
had sales values of less than $1,500 per week, 22 routes from $1,500 to

$2,500, 7 from $2,500 to $3,500, and 3 routes had more than $3,500 of sales
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per week for the‘study period. Value of products delivered on tﬁe 39
routes ranged from $1,195.65 to $4,551.83.

Average value of.load for the aoutes varied by day of week, Table 6.
Largest deliverieslwefe;made on Friday and Saturday, whereas the smallest
deliveries were on Wednesdaﬁ. | o | i |

Table 6. Average Value of Load Delivered by Day of Week, 39 Wholesale
Routes, Alabama, November 13-18, 1961

: Average value ‘ ;Index]
Day of week | of load (Percentage of weekly average)
Dollars . : . Per cent
Monday .+ « « « & s . . . 372,89 - © 104
Tuesday e & @ s a 3 s & e 329 ’56 . ’ : 92
Wednesday « « « « « « « « 295,15 4 o 82 .
Thursday . . . [ o & o . 347.77 " v: 97
Friday . . . . ' L2 » . . l"08 . 10 N ' 114
Saturday « « ¢« + o + o . 396.41 S 111
Average . . . . . . . . 358.31 : ’ 100

Table 7 lists the average value of . sales per dellvery by type of acceunt
and day of week for 683 wholesale accounts, Cusgomer data.show;that
schools and supexmarkets were the largeat accounts, averaging $32.35 and
and $28.39 daily, resfectively;i Vending machipefaeceuﬁts Were;next
largest with an average of $19.99 per service. following Vendlgg machines,
in order were.eating places, small.grocery stdres, country stores and
service statloné, and &rug stofes.' Average value of:deliveries rangee
from $5.79 to $3.08 daily. \

Although supermarkets made up:less than 10 éer eeat ol the total
accounts, they aeré reaponsible fof:nea?ly‘one-third of the total sales,

Table 8. Volume of sales to school acepunts made up 22 per cent of total



Table 7, Average Value of Sales Per Delivery by Type of Account and Day of Week, 683 Wholesale Accounts,
Alabama, November 13-18, 1961

Type of Account

£ Kk Country - : :
Day of wee Super- Small stores &  Eating _ Drug Vending
markets grocery service places Schools stores machines Others  Average
stores stations

- e e . m e e e e e e == o= o= - - - - ﬁollars --------------------------

Monday . . . . . 28.39 5.27 4.81 5.31 31.86 3.95 17.53 7.49 9.40

Tuesday. . . . . 18.66 4,71 4.48 6.8 30.20 2,40 . 21,53 10,10  9.49

Wednesday. . . . 21.90 4.17 4,22 3.90  33.56 2.25 | 30.64 7.79 . 9:17

Thursday . . . . 23.9% 4,65 4 .84 5.75 3190 02,93 13.70 8.13 9.69
Friday . » . . . 39.18 5.24 441 5.60 31.36 - 2,10  25.30 9.35 11.45
Saturday - . . . 43.13 6.87 461  6.90 - . 1/ . 4.6l 4.08 15.08  11.76 .

Average. . . . 28.39 5.20 4,57 5.79 - 32.35 . - 3.08 19,99 9,65 10.21

L/Excludes Saturday deliveries made to three schools..

(4!
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Table 8. Number and Percentage of Wholesale Customers and Value of Sales
by Type of Account, 683 Wholesale Accounts, Alabama, November

13-18, 1961
: ' e & | Value of products
Type of account Accounts , delivered.
Number =~~~ Per cent Dollars Per cent
Supermarkets , , ., ., . 61 8.9 9,339.98 30.3
Small grocery stores , 203 29,7 5,057.98 16.4
Country stores &
sexrvice stations, , , 118 17.3 1,919.94 6.2
Eating places, , . , . 157 © 23,0 © 4,264,35 13.8
“Schools, , ', . . . . 48 -« - 7.0 A - 6,923,58 22.4
Drug Stores. . . . . . 22 3.2 276.80 ' .9
Others . « « « » « » « 61 9.0 2,219.45 ' 7.2
Total. . . . . ... 683 " 1000 ~  30,881.60° 100.0

sales but were only sevén'per cent of the total accounts. In contrast,
small grocery'étores; country stores and service stations made up»approx4
imately 50 per cent of the total accounts but were responsible for less

than 25 per cent of total sales.

DESCRIPTION OF WHOLESALE‘ROUTES

The 39 wholesale routes consisted off18 city and 21 country and
small town routes. In addition to data collected from tﬁe 39 routes,
individual customer data were obtained from 15 of these routes. Custo=-
mer data consisted of information in regard to value of milk products
delivered to each stop dailyvand certain characteristics of each customer,

There was an average of 53 stops per route for the 39 routes., Many
routes had customers who were not served daily; Usually these customers
made small purchases and could be adequately served by two or three

deliveries per week. City customers were served more frequently than.
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were rural customers. The average country and small town route had 64
accounts and an average daily sales of $5.62 per account, while the ave-
rage city route had 40 accounts and évgrage daily sales of $9.16 pér :

account,

Route Mileage
Average daily'fbuQBJEfiﬁ‘mileége on the 39 routes was about 80 miles,
Table 9. Average daily distance from the plant to the first stop was 10.4

Table 9. Average Number of Miles Traveled Per Delivery_Déy fdr City and
Country Routes, 39 wholesale Routes, Alabama, November 13-18, -

1961
Mileage from:
Loading. = First stop Last stop - -
Type & segment Routes point to "~~~ to - to loading Total
of routes . first stop .  last stop - point distance
Number Miles Miles ~ Miles Miles
City routes 18
Average ' .
distance . . . . . 6.0 33.7 6.3 46.0
Range in .
distance . . « « 0.1- 2.5~ 0.2- 5.0~
25.0 T 69.0 15.0 105.0
Country and small
town routes 21
Average
distance . . .« . . 14,7 87.4 11.9 114.0
Range in : o '
distance . « .« . . 0.2~ 36.0~ 0.5- 38.0-
60.0 138.0 50.0 175.0
All routes 39
Average v
distance . . . . . 10.4 60.6 9.1 80.1
Range in
distance . . . . . 0.1~ 2,5~ 0.2- 5.0~
60.0 138.0 50.0 175.0

miles, from the first stop to the last stop 60.6 miles, and from the last

stop to the plant 9.1 miles per day. Miles traveled on country and small



, 15
town routes were much greater.thanEthe miles traveled on city routes.
Distance traveled per day for city routes ranged from 5 to 105 miles
with a daily average of 46 miles, whereas ‘the total: distance traveled »

daily for country and small town routes ranged from-38;to 175 miles with

a daily average of 114 miles.

Type of Customer

The 15 routes for which %ustoﬁer data were obtained had-a total of
683 customers or about 46 customers per route. Difterent types of busi=
nesses served are shown in Table 10. small grocerylstores, country stores
and service stations, and eatiné p}aces werefthe most frequent types of
stops, making up 70 per cent of the total stops.

Table 10, Number and Percentage of Wholesale Customers by: Type of
Account, 683 Wholesale Accounts, Alabama, November 13-18,

1961

Type of account S g ., Number - gjf‘l Per cent
Supemarkets » & o o @ o & o ' e o o @ 61 h 8‘.‘9
Small grocery Stores « « o o o « o o 203 29,7
Country store & service stations . . 118 17.3
Eat ing Places o & 8 % 6 6 8 ° o e ¢ o . o v; . 157 23 .0
Schools L A I D I D I I R A 48 7 . 0 :
Drug SEOTESe o o « o o o o o o o o: s 22 3.2
Vend ing machines . . . [ ‘. . - - ] . 13 1». 9 .
OtherS.]_'./ « e o o ¢ & o e ‘s @ ' “ e @ . . 61 9‘0 0

TOtal ¢ o ® e B & e o o ’ e » & - 683 : ‘ ) A 100.0

1/Includes taverns, theaters, bakeries, 1aundries; fruit stands,
fishing camps, motel, hospitals, convents, feed stores and recreation’
centers,

Frequency of Deliveries

Deliveries to each of the 683 accounts were not made daily. Data

indicated that larger accounts such as supermarkets and schools were



Table 11. Percentage of Accounts with Daily Deliveries by Type of Account and Day of Week, 683 Wholesale
Accounts, Alabama, November 13-18, 1961

91

 Country
£ Kk Super=- Grocery stores & Eating : B Drug Vending :
Day ot wee ~ markets store service places §S°h9°lsf . stores machines Others Average
stations : ’ '
e R T I - = - -Per cemt= = = = = = = = = = = = e - .o e - -- .-
Monday. . . . . 89 8 14 80 96 59 85 78 77
Tuesday . « . . 97 - 81 52 81 88 82 77 66 76°
Wednesday . . . 70 67 52 66 - 83 45 33 44 62£
Thursday. . . . 93 83 49 77 88 77 77 73 76"
Friday. . . . . 93 78 70 77 85 68 54 - 64 76 -
Saturday. . . , 97 87 .59 88 . -1/ 77 8 - 64 80
Average . . . . 90 80 59 78 s8sl/ 68 66 65 75

Y/gxcludes Saturday deliveries to three schools. ’
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served most frequently. Ninety per cent of the supermarkets and 88 per
cent of the sqhopls;:eceived milk daily, while 59 per cent of the smaller
accounts spch.asrcpyntry stores and service-stgtion; were serviqeﬂ(pn a
daily basis, Table 11, ,A:}grgex_pe;centagq of,cgs;omgrs were served on
Monday and Sa;urdanghgnfon_othgr‘days,p Sa;urday @eliveries.wg;evpgcgs:“:
sary to meet the large weekend demand for milk producpg, erliyeries_go,,
most accounts were required on Monday so that ggutem&a could pick up
empty cases and rearrange and £ill disélay cases aftéf;iarge wééﬁeﬁd
saiéé. The lowest percentage of customers was serVed"bﬁ.Wé&ﬁeédéy.n In
fact, fwo’firﬁs did not deliver milk #roductsudn'Wedhééday. |
While some of the accounts were mot sefved.daily, others réquifed a
second deli@éfy“of milk.ﬁfdducféAthécéaméﬁday: Table 12 sdeS“tHe percen-

tage of accounts requiring second delivery. Such large accounts as

Table 12. Number and Percentage of Accounts Requiring Second Delivery
of Milk Products by Type of Account, 683 Wholesale Accounts,
Algbama, November 13-18, 1961 : ‘

I

Number i ot
Type of account Accounts with §econd gzzgigtggiizzzg
- - - delivery :
" Number : . Number ..+  Per cent . - :i

Supermarkets., . ... . o . o 61 .. 21 S 34.4
Small grocery stores. . . . 203 &4 2.0°
Country stores and , o ; o

service stations . . . . . 118 a 2 1.7
Eating places . « «.. . . . 157 A 0.6
Schools + + « o o o s s+ o « 48 1 2.1
Drug StOres. . « o o « o o,s .22 0 0.0
Vending machines. . . » i'. 13 2 15.4
Otherss « o o =+ & o o0 o« 61 0 a 0.0

Tot_al ‘e s s s e @ ‘a‘ s e -_;”;4'683A L . 31 s i ',!-:“_\‘4.5 X
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supermarkets had the hlghest percentage of second deliveries, The 13 ven=
ding machlne accounts were the second 1argest group that requlred second
deliveries. Generally, drug stores, schools, and eating places had ade-
quate space for mllk storage and d1d not requlre many second deliveries,
Route drlvers often returned in the afternoon to 1arge supermarket custo-
mers to serv1ce the dlsplay case even though addltlonal mllk was not

dellvered to the store.

KRS

Type of Milk Display and Services Performed

The - type and amount of service:performed by:a driver on.a wholesale -
milk route varied among customers. -Most customers preferred that the
routeman service idisplay cases., Approximately 92 per cent of the display
cases on the premises of 683 stops was serviced.by the routeman.

All wholesale customers had refrigeration facilities, Approximately
54 per cent of the accounts had some type of milk product display case,
The remaining 46 per cent used other fa0111t1es for mllk storage. " In 5'
few instances household typegrefrlgerators were used_;n'p;ace}of display. .
cases, The display cases consisted of two types = open and closed. About
35 per cent of the display cases was the open type. Number and type of
display case used by customers on the 15 individual routes are shown by
type of account in Table 13, All supermarket accounts and alibtut one of
the small grocery store accounts had some type .of display>case.l Usually
display cases found in supermarkets were the open tyoe, whereas most of
those in small grocery stores were the closed tyne. Many closed cases had
glass doors for visibility of customers. Seventy-five,per cent of the

country store and service station accounts had display cases = mostly
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Table 13, Number of Accounts and Type of Display Case by Type of
Accouyt 677 Wholesale Accounts, Alabama, November 13-18,

196L—

) Accounts Accounts
TyD £ ac Lo ey by withe & having no.t . . Open Closed
ype ot account Accounts display display display display

A © uow oW oivi.casest - v cases .. ... case .. case

= meim = == e = ~NURDEE = = = = == = = m o= - -

Supermarkets. . + + 61 61 o 59 2
Small grocery " ' ' N o ‘ ) ’

stores « « o « » o 199 - 198 . 1 . 57 141
Country ‘storés v F SRR ‘ - ‘
and service

stations . . . . . 116 % - ‘87 7 1 .29 7
Eating places . « . 157 3 154 1 2
Schools . . . . . 48 = 0 48 0 0
Drug stores . . . . 22 2 20 1 1
Vending machines. . 13 0 13 0 0
Others. « « + « « .« 61 16 45 -5 117
Total « . . . . . 677 1367 "310 130 237

1 — E " ———— ,
—/Based on 683 customers served by 15 routes. No information was
received for six accounts. .. . .

Ty

closeo type. fhe aceouuue‘uoo“ueueliy hauing;display cases consistedwi
mainly of eatlng places,‘schools, and. drug stores.

A routeman usually performed several dutles at ‘each stop. These
duties differed among ‘the dr1vers' however, at a typical wholesale stop,
a routeman flrst walked into the customer's establlshment where he deter-
mined the amount of products to be delivered The order may have been
determined by the driver observ1ng the amount of products on hand or by
obtaining an order from the manager. While in the store, the,driveri_‘
checked and removed .all damaged and outdated products; If eny oﬁ ;hé
products uere outdared or dameged, they;were remoued énd returned;toi;ﬁe
plant. | - | | |

After quantity was determined, the driver returned to the truck to
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assemble and make delivery of the order. 1In most cases the driver stamped
the price on the different products and arranged them in the display case.
Each distribucor was often allowcd a ce:ta;p amount of a space in a dis-
play case; the routeman mé&eﬂcc:;ain that“cﬁc»alicttcd scace was fillcd;
otherwise compecitors mighcvplqce théi?vbfoducts in his space, If there
was no display‘cése, the drivef placcdcthc”prodcctc in the storage faci=

lity provided. After delivery, financial settlement was made by cash or

signing the sales slip of the delivered order by an authorized person.

Collection of Bills

Wholesale customers pay cash on delivery or charge the products and
pay at a later date. The greatest percentage of cash customers were smaller
accounts such as country stores, eating places”and small grocery stores,
Table 1l4. Charge account customers consisted mainly of 1érger accounts

Table 14. Number of Customers and Method of Payment by Type of Account,
674 Wholesale Accounts, Alabama, November 13~18, 19611/

Method of payment

Type of account Account '~ Total
Cash Charge
No. Pct. Pet. Pct.
Supermarkets . o o 4 o & o 61 26 74 100
Small grocery stores. . . . 202 93 7 100
Country stores and :
service stations . . . . « 116 95 5 100
Fating places « .« + « & « «» 155 81T .. 19 .. 100
SChools . L] . L) Ll . * . [ 2 L] 47 ll- 96 100
Drug Stores o o o ¢ o o« o o 21 81 .19 100
Vending machines. « « o « 13 0 100 100
OtherS e e o o e o s e e »l’ 59 61 ) 39 100
TOta‘l e o6 4 s e s w ee 674 - | - - 100

l/Based on 683 customers served by 15 routes., No information was
received for nine accounts.
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such as supermarkets and schools; Collection of bllls on a cash basis

involved a settlement each tlme a delivery is made.j Although each- cash
settlement ensures 100 per cent collectlon of receivables, it may cause
the driver to Spend addltlonal time at the stop during busy store hours
when an authorized‘person orjeeshierhis“bosy waiting on store customers.
Normally when a charge ‘account was used, the routeman was relieved: of-

having to make a daily collection., Collection of the bill in this case

was usually done by the plant.

Number of Milk Distributors Per Account

Fifty-nine~per cent of the customers on which iﬁdiﬁidoal stop data
were gathered bought milk products from ohl& one distrihutor. From 2 to
5 dairies served each of the remaining 41 per cent of the accounts.,
Sixty per cent of the supermarkets handled two:orlthree brands of milk
products; 75 per cent of the small groceries handled 1 or 2 brands. Almost
a third of the supermarkets were served by four and flve m11k dlstrlbutors,
and a fourth of the small grocery stores carried three or four brands
of m11k Supermarkets and small grocery stores had the 1argest average
number of dalrles per account, whlle schools and vending machlne accounts
had the smallestlnumber of milk distributors, Table 15. Schools and -

supermarkets had the largest total dollar sales.

Delivery Time

Length of the work day was divided into two time components. One
component was the amount of.time spent at the plant, that included loading
and unloading the trucks and checking at the plant on the amount of sales

for the day. The second component was the time spent on the route that
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Table 15. Number of Dairy Firms Serving Eééh Account by Type of Account,
664 Wholesale Accounts, Alabama, November 13-~18, 196L£/

Number Number of dairies Average
Type of account of serving account Number of
accounts 1 2 3 A 5 dairies
P D N W S S S Sy A D S Sy 20 - "‘""Nllmber“"‘""«"‘-"‘"‘“‘"""‘""‘""""‘" B
Supermarkets. . . . 61 5 18 19 13 6 3.0
Small grocery PR
stores « ¢« o« + . o 196 67 79 40 10 0 2.0
Country stores & A
service stations . 112 66 34 10 2 0 1.5
Eating places . . . 155 140 14 1 0 0 1.1
Schools . . + . . . 48 46 -2 0 0 0 1.0
Drug stores . . . . 20 14 6 0 0 0 1.3
Vending machines., . 13 13 0 0 0 -0 1.0
Others. « « « + « « 59 44 11 4 0 0 1.3
Total. . . . . . 664 395 164 74 25 6 1.6

E/Based,on 683 customers served by 15 routes. No information was
received on 19 accounts,
included the total time spent driviﬁg and servicing each account. Total
time was the sum of the time spent at the plant and time spent on the route.
Time spent in each of the above time components by day of the week is
given in Table 16. Approximately 87 per cent of the total time was spent
in driving and servicing accounts, and 13 per cent was at the plant loading
and unloading trucks and performing bookkeeping responsibilitiés.

Normally the first thing the driver did upon returning to the plant
after completion of the route was to unload the truck. Unloading empty
cases (and glass containers in some instances) and outdated and damaged
products usually required from 10 to 30 minutes. Undelivered products
were usually left on the delivery truck. After combleting unloading, the

truck was loaded for the next day's delivery. The load-out process
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Table 16. . Average Delivery Time by Day of Week, 39 Wholesale Routes,
Alabama, November 13-18, 1961

Day of week ‘ : Time at plant Time on route Total time
| R Minutes====m===ce===-=
Mond ay . . . L] L4 . . Ed - Ll * . 8 9 . . 5 74 : 663
Tuesday_. e o e & & s e & e o 84 ) 555 - 639
Wednesday o« « o+ o o o o o o o 19 522 601
Thursday. « o« « o « o « « oo 90 - 53 624
Friday. o+ o o« « ¢« o s o o o « 86 - 619 . 705
Saturday. . « « « » + . . . . 87 5% . 681

Average' * L4 . . L . . . .' 87 . 566 " . 652

normally requirgd from 29 to 45 minutesvdepending:on size of load and
loading facilitigs. Once the truck had been loaded, it was parked at a
specific location and was refrigerated until time for the_ngxt day's
delivery. The driver then completed bookkeeping for ;hat’particplar day.
Amount of products sold was totaled and checked against }oad~out, p;gdu;ts
left on the truck, and returned items. At that time a settlemgnt was glso
made with the plant for the amount of sales on route for that day. Book-
keeping time required from 30 minutes to 2 hours depending upon the
individual route drivgr, bookkeeping requirements of the different firms,
and volume of salgs.

Fridays and Saturdgysvrequireddtpe most time to cqmplete the;dglivery
process. This was the result of a larger volume of milk and milk products
required to meet weekend sales by grocery stores. Also a larger percen- .
tage of all accounts was serviced.onﬁ;hese.days. .Because of larger
volume required, second deliyeries were more frequent on Fridays and
Saturdays.

The.least amount of delivery time was fequifed on Wédhésday when

milk product sales were lowest. Milk éales on Wednesday were 18 per cent

)
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lower than the average daily milk sales and 29 per cent below those made
on Saturday. Because Wednesday's milk sales were lower than the rest of
the week, it was possible for two particular firms, not to make deliveries
on Wednesday.l/ |

Small town and rural routes required considerably more route time than
did the cit§'goutes. An avéfage of approximétely 6 hours was reqdifed for
the rural rpﬁtes as compared‘with that of about S hours for city routes.
Since customers on rural routes were spread out over a much greater area
than were those on city routes,‘émall Eown and rural routes were longer
and route men spent more time driving between stops than did city route
drivers. Average miles for the small town and rural routes was about 114
miles as compared with 46 for the city routes. Small town and rural routes
had almost 24 more accounts per route than did. the city routes, but accounts

on the rural routes were smaller than those on city routes..
DELIVERY COSTS

Distribution is the most costly phase of the milk marketing process.
The two basic components of wholesale milk distribution costs are labor
and truck costs. Size of these costs depend on: (1) levels of inputs of
truck and labor resources, and (2) cost rates appropriate for each input
for the time period studied. Of the two costs, labor costs are the most
important, - In this study average labor costs constituted 76.5 per cent

of the total wholesale milk delivery costs; truck costs accounted for the .

1/

='since this study was made, a number of additional distributors have
discontinued milk delivery on Wednesdays.
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remaining 23.5 per cent.

Labor Costs

The basis on which the 39 wholesale delivery route men were paid
varied among firms and -in some cases within firms,., -In this analysiq?
total labor costs were divided into direct and indirect labor costs.

"~ Direct labor costs were defined to. include wages and. commissions
paid to deliverymen and wages and commissions paid route supervisors and
route relief drivers. In some cases, wages paid route helpers were con=
sidered to a direct labor cost of the firm; however, in a majority of the
cases, the helper's wage was paid by the route driver.

Indirect labor costs incurred on the wholesale milk routes included
the fringe benefits received by the route deliverymen. These nonwage
benefits were additional costs for the dairy firms. Indirect labor costs
included such things as allowances for clothing, insurance plans, .bonuses,
vacations, and various other benefits for the route driver.

Direct Labor Costs. Wage payments to route deliverymen consisted of

two different methods. The first method consisted of a certéin percentage
commission paid the deliveryman on part of the sales or in some cases on
total sales. The second method consisted of :a base wage per week or per
month plus a percentage commission of sales,

Various methods of determining deliverymen's earnings used by some
of the 14 distributors cooperating in this study included the following:
I. Commission:

(1) Commission of 9,25% on all sales.:

@) Commissibn of 8.25% on all sales.

(3) Commission of 7.15% on all sales.
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IT, Commission plus base salary:

(1) Commission of 7.00% on all sales, plus base salary of $75.00
per week,

(2) Commission of 5.25% on all sales, plus base salary of $20.00
per week,

(3) Céﬁmission of 5.00 % on all daily sales above $85.00, ﬁlus base
salary of $85.00 per week | o

“4) Commiésion of 4,00 % on all sales, plus base salary of $54.00
per week, |

(5) Commission of 4.00% on all daily saies above $i89.00, blus base
salary of $40.00 per week. | ‘ H

(6) Commission of 3.00% on all sales, plus baée salary of $68.75
pef week,

(7) Commission of 2.00% on all collections, plus base salary of
$73.08‘per week. |

Some of the preceding methods of determining deliverymen's earningé
were used by more than 1 of the 14 distributors. 1In addition, other |
methods, not listed, were used in some instances.

All deliverymen were paid on a commission basis. Commission percen-
tages ranged from 2 to 9.5 per cent of wholesale sales, In addition,
approximately half of the 39 deliverymen received a base wage, rangiﬁg
from $20 to $85 per week. | |

In cases where variations in pay rates existed among routeé operated
within a particular fimm, foﬁte dfiv;rs were not unionized. Usually deli-
verymen receiving a high commission percentage had a smallef base wage

and likewise deliverymen receiving a high base wage had a smaller commission.
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percentage. Thus, differences in total wages were less than indicated
by different wage and Eomﬁissibnzrates.

Most deliverﬁﬁen had someoné‘who assisted with the route work. The
helper assisted in loading, delivery and.dhioading‘chbfég;tahd“was hsuéliy
paid by the route dfivef; \Many helpers were empléyed,hnder<donditions of
day labor under whiéh they were paid only by the hour or by the day.
Usually the indiréét or fringe benefité received by route drivers did not
apply to helpers. Apparently, a large turnover existed among helpers.

In cases of sickness, death in the immediate family, jury duty and
vacations, route supervisors or relief drivers operated the routes for
regulaf deliverymen.,

.. .Indirect Labor Costs. Some indirect labor costs such as social

security and unémplayﬁént and workmen's compensation were required of all
firms., Other indirect labor costs varied from firm to firm. Such costs
included allowances for clothing, insurance plans, retirement plans,
bonuses, vacations, and profit-sharing plans. Some firms paid the entire
cost of drivers' delivery uniform and laundry bill, while others paid
only a portion of it.

Most of the 14 distributors operating-ﬁhevStudy routes. had some type
of hospital and life insuranCé poliéies for their employees. Usually
firms would pay paré‘of the cost of the policy.and emplo&ées would pay
the remaining amount, Twelve firms had hospital'insuranée programs and
11 firms had various life insurance benefits for route deliverymen. All
firms were required to pay sﬁéte unemployment and social security tax on
each route driver. Two firms had retifément plans and two other firms

had profit sharing plans, One firm gave deliverymen Christmas bonuses.
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Vacation time with pay varied among firms and among deliverymen by
length of service. Normally, drivers earned one week vacation during the
first year of employment, and then after 2 or 3 years, vacation was increased
to 2 weeks. The amount of sick leave varied from 4 to 7 days after 1 year
of continuous work and unused sick leave was accumulative, The number of
holidays ranged from none to 6 days per year. Iﬁ most cases, roﬁte drivers
received regular wages during vacations; sick leaves, and holidays. Vaca=-
tion pay was usually based on an average percentage of earnings on the
route.

Every state has enacted workmen's compensation laws for benefit and
protection of employees. Workmen's compensation relieves an employer of
the danger of large judgments resulting from on=the-job injuries to em=
ployees. Under workmen's compensation, an employee does not have to prove
negligence on the part of the employer or lack of contributory negligence
on his part, He is paid for aqcidehtal injuries arising out of and in the
course of his employment. Workmen's compensation insuranqe policies can
be purchased from private casualty insurance companies qualified to write
such insurance and the premiums must be paid by tﬁe employer. It is ille-
gal to make the employees pay the premiums (5).

The unemployment insurance program required of all employers in com-
merce and industry, who employ four or more workers during 20 or more work
weeks of the year, provides partial income replacement for_a limited period
of time to persons who become unemployed. It is a state administered pro=-

gram with federal participation (6).
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Labor Costs Per Week. Average weekly. labor costs per route, including

direct and indirect labor costs, were $184.83. Total labor costs ranged

from $97.67 to $278.17 weekly, Table 17, For six routes,. labor costs

Table 17, Labor Costs Related to Physiéal Factors and Values, 39 Whole-
sale Routes, Alabama, November 13-18, 1961

Average Labor " Labor cost - Labor cost’ Labor
and cost per quart = .;.per. cost per
range per week equivalent customerl/ dollar sales
."“"'"'"“'""";"'""""'"-""DO1131’.'3;-‘.:-"."’;-""'.';""”--"".
Average. » o 184.83 . 01022 ) M 0’94 \ R ) 00086
Range, . + « . 97.67~- 0.011= 0.56~ 0.047-
1/

- ="Labor costs per customer were determined for 15 routes.

_were less than $150.00 per week, 24 routés‘had labor costs ranging from
$150.QO to $220.00, and ninévroutes had labor costs ﬁore than $220.00
per ﬁeek.

Since all route men were\paid commissi@ﬁs; variatioﬁs in total .labor
ngosts were cléSeiy related Eo:value of saies.“ Twenty-fqﬁfAroutés;had'
11ébor costs in a'range of approximately $30;60 above or beid& tﬁe'aéerage
weekly labor costs. In the six cases, where the routes had relativély |
low labor cosps'%gen compared with the avefage, total sales were Selow
fthe average.:AEight of the nine routes repéﬁting relativély»high labo; l,

costs had total sales considerably greatex*tban average; o

Labor Costs Per Dollar of Sales. Labor costs per dollar of sales of
all products were determined by dividing total labor cost by the whole=
sale value of the route load. Average labor costs per dollar of sales

were 8.6 cents ranging from 4.7 to 12,7 cents among the routes. Labor
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costs per dollar of.sales were below 7 éénts for 7 roﬁtes; 20 routes had
labor costs within a range of 1.6 cents (7;0-10.2 cents) above or below
the average, and 12 routes had labor costs above 10.2 cents.

~ Variation in labor éostS'per dollar sales resulted mainly from dif-
ferences in commission rates and base salaries among routes. Labor cost
per dollar of sales can be decreased by increasing the value of the load
if a portion of the labor cost were fixed such as base salaries. If oniy
a commission on sales were paid, direct labor cost per dollar sales for
a route does not vary by changes in load value,

Labor Costs Per Customer, Average labor costs per customer were $0.9%,

and ranged from $0.56 to $1.64 aﬁong routes, Table 18. Routes with a high

Table 18. Average Daily Value of Sales Per Customer and Daily Labor Costs
Per Customer by Routes, 15 Wholesale Accounts, Alabama, November
- 13-18, 1961

Average Average number Average Average Labor
Route daily of customers sales per labor cost per
Numbex sales served daily customer cost customer
Dollars Number Dollars Dollars Dollars
1 ... . 569.21 42.0 13.55 40.62 .97
2 ... . 503.11 41.0 12.27 , 25.49 .62
3. ... 478.68 26,0 18.41 41.10 1.58
4 o0 o o 434,27 29.0 14.97 47.63 ) 1.64
5. « « « 403,50 29.0 13.91 43,82 ' 1,51
6 « « « « 358,04 31.0 . 11.55 18.11 .58
7 « « « « 339,71 30.0 11.32 36.83 - 1.23
8 . .. . 307.8 31.0 9.93 30.84 1.00
9. . . « 305.53 35.0 - 8.73 33.85 .97
10 . . . . 300.49 45,0 6.68 25,30 .56
11, . . . 282,26 44,0 - 6,42 28.51 .65
12 . . .., 275.77 37.0 7.45 28.00 .76
13 . « « . 267.78 40,0 6.69 25.92 .65
14 . . .« 237.44 25.0 9.50 32.95 1.32
15. . . . 210.9 36.0 5.86 29,54 .82

Average. . 351.64 35.0 10.48 . 32.57 A
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labor cost per customer were usuélly characterized by haviﬁg large deli-
veries and/or a relatively small number of customers., 'Vaiﬁe of the
customer's order was the main factor affecting labor costs per customer.

Value of pfdducts delivered éér‘custbmer was determined by dividing
total sales by number of customers servéd'déily.l'Wholeéale value of
averége delivery per cus tomer ﬁ;s $10;48, ranging from $5.86 té $i8.44:
amdng tﬁe’routes.

Labor Costs Per Quart Equivalent, Labor costs pet quart equivalent

of milk productS‘averaged 2.3 cents, faﬁginé“from 1.1 to 3.2 cents among
the routes. Labor costs per quért'equivélent was determined by dividing
labor cbst‘per route By the quaft equivalent of milk products, pint equi=
valents of cream, and unifs of other products. Twenty-six of the 391foutes
had labor costs per quart within a range of 0.5 cents ;bove or below the
average (1.8;2.8Acents);: Eighttioutes had iébor'cbsts per quért»greater
than 2.8 cents and labor costs per quart were'léséﬁﬁgan 1.8 cents for

five routes. Seven'of'the'eiga£ fou£es with high 1abor‘663ts‘péf quart
Aelivefed smaller than aﬁerége loads; only one of the five routes with

low labor costAdelivefed.less than an average load.

Truck Costs

The type of trucks used By fiiﬁs particibating in ﬁherwholesale milk
study wefe cab and refrigeratéd van-typé, which>a?é widely used.in Alabaﬁa
to deliver ﬁilk;. Most of the frucks had a l%-ton cgpaciﬁy élth;ugh'in a
few cases Z-top,gapacity trﬁcks_we;é used,

Estimates of truck costs were baséd on truck operating data obtaingd
from some participating firms tﬁat'kept cost records for éach vehiéle used.

For purposes of analysis, truck costs were divided into two major
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components-~fixed and variable costs. Fixed costs were those costs that ,
did not vary with mileage. vFixed costs included depreciation, interest
on investment, taxes, licenses, and insurance. Variable costs were those.
that varied according to mileage. Such qosts_included gasoline, oil,
tires, repairs, and maintenance.

Fixed Costs. The fixed costs for trucks were estimated on the basis
of current replacement cost. Depreciation was allocated on a straight
line basis for an estimated 8~year life. It was assumed that both the
truck and van depreciated in an 8-year périod. Interest costs on capital
investment were estimated on the basis of 3 per cent of the initial pur=
chase price of the truck. Tax, 1icepse, and insurance costs on capital
investment were estimated on the basis of 3 per cent of the initial pur-
chase price of the truck. Tax, license, and insurance costs were obtained
from actual data furnished by one‘ofcthe firms participating in the study,
The annual and daily fixed costs for the operation of‘ong wholesale deli=-
very truck, based on a purchase price of $5,500 with a salvage value of

$100, are given in Table 19.

Variable Costs. In most cases, gasoline consumption per mile was
inversely related to length of route. This probably can be accounted for
by the fact that routes with lower annual mileages were usually city.
routes, which have shorter distances between stops and more congested dri-
ving conditions than do the country and small town routes. Estimation of
gasoline costs per mile was determined in such a way as to allow for this
variation in driving conditions. Gasoline consumption was estimated by
the mathematical relationship: C = 0,179 - 0.00000061 R, Where C =
consumption of gasoline in gallons per mile, and R = mileage driven per

year.
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Table 19, Estimated Fixed Costs for Trucks Operated on Wholesale Milk
Delivery Routes, Alabama, 1961l/ o

Annual fixed costs ) L . Dollars

Depreciation (8~year 1ife)~/. c e e s s e e « o $675,00
Interest (3% onapurchase prlce)i/ s s e e e e e e 165.00
. Llcense & taxes / L] L] . '. \l " .0 “. .. " ® v L . . - . 5‘1 “4'2
Ins uranCE—/ . L] . L » . .( ) L] ‘ . l L] L * “ v L 40 >C E] . - L] 100 .00
 Annual total , ', | ,', ;t, ,',', . ,&,‘; ,!, . f$991:45'"
‘Daily total (312 dellvery days) o e e e e e e e s . 3.18
Cost Per mile . L] L] . . . ] . L] . L] . L] ‘ i . L 3 V. . ‘ . ) » 0 10398 ’

l/Generally, methods used in obtaining fixed costs in this table
were obtained from a study by Richard L, Simmons entitled Wholesale
Milk Distribution Practices, Costs and Pricing in North Carolina,
North Carolina Agrlcultural Economics Informatlon Serles No. 88 1962,

: leased on an estlmated initial truck cost of . $5 500 and. depreciated
over an 8~year perlod with 4 trade in or-salvage value of $100.

3/‘I,‘h:.s rate is equlvalent to approxlmataly 5% per cent on the unamor-
tized value, :

4/

- Obtained from data furnished by one firm part1c1pat1ng in the
study. . : : .

C

i . :
"“/Included flre, theft, and 1lab111tY~

: Costs for ‘the remaining variable items, oil, tires, parts, and

! TN

repairs,-were determined from data furnished by one firm that kept yearly
truck malntenance records. These'costs per mile are~given-in Table'ZO.

Total Truck Costs. Slnce it would have been extremely dlfflcult if

not practlcally 1mp0351b1e to. allocate truck costs among individual stOps
on the basis of volume delivered or upon the amount of salesy truck costs
were allocated among all stops on an equal basis. Total truck costs per

route, per mile, and per stop are shown in Table 21.
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Table 20. Estimated Variable Truck Costs Per Mile for Wholesale Milk - -
Delivery, Alabama, 1961 '

Variable costs . , Dollars

GaSOl»in;e':!"/ » Ao e e 2 & o s e I' * e o o o & o & .o A . 004‘ 10
Oil-g-/ > & 3 e e e o “ * o e e ‘a L] >¢ * o e« e s -0011
Tires, parts, & repalrsz/ T o k1

‘Total cost per miles + « o &+ « o & o o « « = « ,0785

l/Estimated from the equation C =
consumption in gallons per mile, and R

2/

- Obtalned from data furnished by one flrm part1c1pat1ng in the study.

0.179 - 0.00000061 R where c gés'
= annual mileage. i

Table 21, Fixed, Variable, and Total Truck Costs Per Mile, Stop and
' ‘Route, 39 Wholesale Routes, Alabama, 19611/

Unit Fixed costs Variable costs Total costs

e m———— -====Pollars=mem=c=ceanmn-- -————
Per mile ® . . . - . [ 0.0"’0 0.078 0-118 SR
Per Stop “9 - . L] . . a 0|O60 Oollg 09179
Per route .« « « . « o 3.178 6.280 9.458

l/This table was based on the following assumptions: (1) The average
length of the 39 wholesale routes was 80 miles. It was assumed that the
route was served 312 times during the period of a year (milk delivered
six days a week for 52 weeks), Thus, annual mileage was determined to be
24,960 miles. (2) The average gasoline consumption per mile for a route
of this length was computed from the equation C = ,179 - 0.00000061 R to
be 0.164 gallons per mile. A price of $0.25 per gallon of gasoline was
assumed. This gave a cost of $0.,0410 (0.164 x 0.25) per mile. (3) Total
‘variable costs were found by adding other variable costs to the gasoline
cost. This gave a total variable truck cost of $0.0785 per mile or $6.28
($0.0785 x 80 miles) per route day. (4) Next, by adding the daily fixed
costs to the daily variable costs, total truck costs were found to be
$9.46 per route day. This gave a total truck cost of $0.1183 ($9.4576 ¢
80) per mile. (5) With an average of 53 stops for each route, total
truck costs per stop was $0.1785.
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Iruck costs for wholesale milk delivery routes have been reported in
studies made in other states (2,3). Table 22 shows a comﬁéfisoﬁ of fixed
and variable truck costs on wholesale milk delivery routes in Aléﬁéma,
North Carolina and Virginia.

Table 22. A Comparison of Fixed and Variable Truck Costs on Wholeslae

Delivery Routes in Alabama, North Carolina, and Virginia,
1958-1961

o Alabamal/ _ North CarolinaZ/ Virgiﬁiab
Cost items (l-year ' (2-year (12-year
= - study period) - -study period) study period)

mmmm——————— Dollarse=wemcmmmememmee———————
Fixed costs ‘
Depreciation . . . . . . 675.00  625.00 581.00
Interest . . . o, 8 0 s L 165.00 . . 150.00 132060
Taxes & license. ., . « . D5l.427 - 195.00 - 51.17
Insurance, « « « « o o« 100,00 100,00 40.35
Storage * 8 e & e e e o - 50.00 -- .
Garage labor .+ « « 4 .4 === 460,00 ———
Antifreeze‘r e 5 ® & e e - - - ‘ ' ‘;':' . ' 3.00
Annual total . « « . . 99L.42 1,585.00 811,12
Daily totald/. . . . . 3.18 5.05 © 2,60
Variable costs
Gasoline « o « « o « o . 0.0410 ~  0.0455 0.0420
Oil ¢ o & 2 0 ". P 0.0011 ‘ : 0.0023 : 0.0040
Tires, parts & ’ ' C ' ' S S
repairs®/ . . . . ... 0.0364 - 0.0239 '~ 0.0370 : -
Totalséost per o S
mile2/s o ¢ v o o oo . 0.0785 0.0717 £0.0830

l/Data from one firm were used in determining certain truck costs.
g/Certain truck costs were detetmined from data made available by
two different firms for a 2-year period; costs were, in part, estimated.

Q/Total delivery days assumed were 312 for Alabama and Virginia
while 313 delivery days were assumed in the North Carolina study.

f’r-/The North Carolina study.donsidered labor to be a fixed cost.

i/Annual total cost and daily total cost depend upon the number of
miles driven annually.
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Total fixed costs péf déy for wholesale delivery routes in Alabama
were $3,18 as compared w1th a dally total of $4 05 in North Carollna and
a daily total of $2,60 in Virginia. Variable costs per mile for whole-
sale delivery routes in Alabama were 7.85 cents as compared with 7.17

cents in North Carolina and to 8.3 cents in Virginia. .

Total Delivery Costs

Total delivery costs éonsisting of both labor costs and truck costs

are shown in Table 23. Labor costs were slightly more than three times

Table 23. Truck Costs, Labor Costs, and Total Costs by Mile, Stop, Dollar
Sales, and Route, 39 Wholesale Routes Alabama, November 13-18,

1961/
Unit of Truck costs Labor costs Total costs

measurement

. e ——————— Dollars-==~==~~ memmm————
Mile o« v o 6 ¢« o « o & . 0.118 0.385 0.503
Stop-39 routes + . . . o 0.178 ‘ 0.581 0.759
Stop-15 routes?/ . . . . 0.248 0.990 1.238
Dollar sales « « + « . . 0.026 0.086 0.112
Route per day . . . ... 9.458 30.80 ‘ 40.26

1/

In figuring cost it was assumed that daily labor cost was $30.80,
average daily total mileage was 80 miles, average number daily stops were
53, and average da11y sales were $358.31,

2/Based on 15 wholesale routes on which individial stop data were
obtained. Actual number of daily stops was used in figuring costs, whereas

the number of accounts on the route was used in figuring costs for the
39 routes.

truck costs., By using total costs per route it ‘was féund that labor costs
made up 76.5 per cent of total costs, while truck costs accounted for 23.5
per cent of costs.

Total delivery costs averaged approximately 11.2 per cent of total

dollar sales.
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COST REDUCTION ALTERNATIVES

The State Milklﬁoqtggl Board determines to a large deg;gg‘the compe=
titive structure ofTAlabama's flyid milk industry. In addition to
establishing producer price; for milk,lghgxgqa:d f§§es whplgsale and retail
prices for fluid(milk produgts, defiqeg fair trade pragtices, and othe;f
wise stabilizes . the State's milk industry.‘vMinimum agd mgximqm wholesale
and retail prices for specifi¢ g;1k products are fixed by the Board and
no other prices are legal. vTrade practices are defiqed gnd certain
practices, such as rebates and discounts, are prohibited. Other business
practices are permittgd, but are sqpervised by the Board., The Board must
regulate transactions among milk handlers to prevent circumventiop of
pricing orders. Thus, price competition among milk distributors is illegal
in Alabama. The Milk Control Board has made no provisions for discounts
or other allowances for differéntial costs involved in sales of different
volumes of prodﬁcts. Neither are price provisions made to reflect cost
differences for various methods of distribution.zj

:La}ge volume customers were required to pay the same unit price for
milk products as small volume customers. Since price rebates and volume
discounts were prohibited by the Milk antrql Board, individualrwhqlésalé
customers had no legal monetary incentive to place their ﬁotéi 6fdgr'with
only one or fwo distributors. Instead, wholesale customers, partiéularly

§uperméfkets and small grocery stores, would tend to divide their trade

-2/ : ' L, . . ,

—/In pricing orders issued in March 1967, the Board provided for a

permissive differential between home-delivered and store-purchased milk
products., S ' C '
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among several distributors and provided a variety of brand choices from
which consumers would choose. Slxty-two per cent of the supermarkets
carrled three or more brands of mllk products. As long as wholesale cus=~
.tomers are not permitted to receive monetary incentives in the form of
volume discounts‘reeulring frbm trading with fewer:distributors, whole~-
saleAeustomers probably will continue to divide their business among
severel distributors. Duplicatioe in wholesele milk delivery reduced the
average value and volume of de1iVery per route and per wholesale cusromer
in the market. As a result of the uniform pricing systeﬁ, distribution
costs for both the firm and tﬁe induetry were not as low as rhey eould

3/

" otherwise be.=

Increase Volume andealue'ovaoute Load

Low labor costs per. dollar of sales were usually associated with lar=-
ger total sales per route, while high labor.costs per dollar sales were
associated with low total sales. The relationship between value of sales

and labor cost per dollar of sales for the 39 routes is shown in Figure 1.

Q/Where flat or uniform prices are fixed, there is great incentive
for milk distributors to.by-pass the pricing system. Assume prices were
established based on costs of delivery to average~sized customers. The
average is made up of some customers smaller than average and others lar-
ger than average., Unit cost of delivery per customer can be expected to
be higher for the small customer and the flat price would be inadequate
to cover delivery costs. To cover distribution costs to small customers,
wholesale and retail prices would have to be increased. For large volume
customers, the flat price would be more than adequate and could be
decreased. To gain business with large volume customers, discriminatory
pricing practices, such as secret rebates, discounts, and price advanta-
ges on nonpriced items may be granted by distributors. Benefits from
these price concessions are not passed on by the pricing system to the
segments of the dairy industry and the .consumer.
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Each dot represents an observation for a route. A linear cost equation,

= 13.39 - .00199 X, describing the relationship between sales value
and labor cost , was deérived from the observations. By substituting total
sales for X, labor costs per $100 of sales, (Y.) can be estimated for the
amount of sales represented by X. The regression line shows that an
increase in sales of $500 within the range observed resulted in a 1abo?
cost reduction of $2 per $100 of sales., For a particular milk distribu-
ting firm, however, the relationship shown in Figure 1 is not valid. The
coefficients were calculated from a sample of routes operated by 14 firms
using different wage rates. Another sample of routes would likely yield
‘different coefficients. Also, since elements of labor costs are both fixed
and variable, the appropriate functional relationship between vaiue of
deliveries and labor cost is curvilinear rather than 11near.4/

For an individual milk distributing firm, the effect on labor cost

of increases in sales of product depends largely on the method used in
calculating wage rates. Tables 24, 25, and Figure 2 illustrate the rela-
ti&nship between value of sales and labor cost (base wages and commissions)
per $100 of sales for four firms participating in the study. Cost of su-

pervisory personnel and fringe benefits, as a part of labor costs, were

4/The level of unit costs for a firm is determined by base wages,

commissions, other delivery costs, and number and value of units delivered.
For the 39 routes, 79 per cent of the variation in labor cost per $100 of
sales was explained by variation in wholesale value of sales and labor
cost per week. A multiple regression relationship between labor cost per
$100 of sales (Y.), wholesale value of sales (Xg) and labor cost per route
per week (X1) was calculated. Labor cost per route per week included only
base wages and commissions paid route deliverymen. The equation, Y, = 10.67 -
.00309%s + .03385X1, shows the relationship. The multiple correlation co-
efficient was .889. While these figures give some indication of cost
relationships and reliability of these relationships, they should not be
interpreted to apply to a particular firm,
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Table 24. Weekly Labor Costs for Four Firms Paying Different Wage R&tesll
for Wholesale Milk Delivery by Volume of Sales, Alabama, 1961—

Sales per FirmZ/
week A B ‘ C D
e me—————— —————— Dollars===e-ccmcccncmanaan= -

1000. . .  92.50 145.00  135.00 98.75
1500 . . . . 138.75 180.00  160.00 113.75
2000. . . 185.00 215.00 : 185.00 128.75
2500+ + - 231.25 250.00  210.00 143.75
3000 ° ° 277.50 285.00 235.00 158.75
3500. . . 323.75 320.00 260.00 173.75
4000. - . 370.00 355.00 285.00 188.75
4500 - - . 416.25 390.00 310.00 203.75
5000 - . - 462.56 425,00 335.00 218.75
1/

—'Wage rates illustrated were selected from actual wages paid whole=
sale deliverymen at time of study. Labor costs for wholesale milk
distribution other than commissions and base wages were excluded in the
comparison. ‘ '

2/

—~'Wage rates for each firm were as follows:

‘A = 9,25 per cent commission, no base wage.

B = 7.00 per ceﬁt commission; plus $75.00 per week base wage.
C = 5.00 per cent commission, flus $85.00 per week base wage.
D = 3,00 per cent commission, plus $68.75 per week base wagé.

excluded in this comparison. In all cases, increases in total product
sales resulted in increases in weekly wages paid deliverymen. For the
firm that paid a flat commission only, direct labor cost per $100 of sales

remained unchanged at different sales levels, as in the case of Firm A.



43

Table 25. Average Labor Costs Per Hundred Dollars of Sales for Four
Firms Paying Different Wage Rates for Wholesale Milk
Delivery by Volume of Sales Alabama, 1961L

Sales per Firm
week A ‘ B c D
L meeeea e ———— Dollars-e— ----- Y ) -
1000° © * +  9.25 ' 14.50 13.50 " -g.88"
1500 - - . 9.25 12,00  10.67 7.58
2000. . . - 9,25 10.75 9.25 6.44
2500. . . . 9,25 10.00 8.40 5,75
3000. . . . 9,25 9050 7.3t T 5,29
3500. « . . 9.25 9.4 743 4es
4000+ . . . 9.25 888 o712 472
4500. « . .« 9,25 - 8.67 6.89 4.53

5000+ « « - 9,25 8.50 ' 6.70 4.38

1/calculated from Table 24,

Where a base wage plosvcommlsslon was paid, labor cost per $100 of sales
declined sharply unt11 sales reached about $2,000 per Week. If cost of
superv1sory labor and fringe benefits, both of whlch tend to be relatively
fixed at different levels of sales, were added to commission and base
wages, the economy of 1arge volume sales becomes even greater.

| The economy of 1ncrea31ng sales per route on delivery costs can be
illustrated by examining labor costs per dollar sales for the four firms.
Wholesale deliverymen employed by Firm B were paid a 7 per cent commission
on sales, plus a fixed wage of $75 per week. With sales increases, the

marginal cost, or extra cost, was constant at 7 per cent of the sales
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increase., Average cost of délivery declined rapidly from low volumes of
saleé;andvapproached 7 pér cent at iéfgé ;oiumes,of sales. For Firm A both
the marginal labor cost and average labor cost were 9.25 per cent at all
levels of sales.

If a fixed base wage is paid deliverymen, labor costs for low volumes
of sales may be greater than for another firm with higher commission rates
but no base wages; for example, Firms B, C, and D as compared with Firm A.
Firms B, C, and D can make larger delivery cost savings per dollar of pro=-
duct by increasing sales than can Firm A.

In a study of labor costs on wholesale milk routes in Massachusetts,
it was reported that larger loads pefmitted both lower than averaée'unit
costs and higher than average weekly wages (4). ,Likewise,vresults of.ﬁhis
study showed that larger loads resulted in lower than average unit costs.

The need to reduce distribution costs is especially important to
Alabama milk distributors because product costs, as well as wholesale and
retail prices, are fixed by regulation and because labor costs are a large
share of Eotal distribution costs. The magnitude of this need can be
shown by examining the value of loads sold on 234 wholesale routes opera=
ted by the 14 distributors in May 1961. Average value of products sold
per route was about $1,850 per week, Two-thirds of the routes sold less
than $2000 of products per week. As given in Table 25 and illustrated in
Figure 2, large savings in distribution costs could be achieved by increases

in sales, especially the smaller routes,
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Consolidation of Deliveries o SR P

Delivery costs can be reduced by increasing volume of products
delivered per customer. ‘Increased volume per customer can be achieved
by reducing the duplication involved when'a wholeésale customer is served -
by more ‘than one distributor., Wholesale customers in this study
received dairy products from an average of 1.6 distributors. ‘Average
value of sales per delivery was $10.21, If each customer were supplied
by a single distributor, the average value ‘of delivery would be increased
to $16,35, For example, consider the cost-effect on a wholesale route
that serves 30 customers daily with sales of $10.21 per customer, The

;(""

average dally value per customer is 1ncreased to $16., 35 because of

kY

erlmlnatlon of dupllcatlon in wholesale mllk dellvery. Average weekly
sales per route would increase from §1, 838 prxor to e11m1nat10n of dupll-
cation to $2 941. On a weekly bas1s thls amounts to an increase of $1, 103.

From the estlmatlng equatlon 111ustrated 1n Flgure 1,A1t was found )
that labor cost per $100 of sales would be decreased from $9 73 to $7 54
as a result of 1ncreased sales. On a weekly sales volume of $2 %1, the
savings in dlrect labor costs would be $64. Additlonal savings accrulng
to the 1ndustry would result from increased volume of sale per route.
Fewer routes, both dellverymen and trucks, would be requlred for the
1ndustry to serve wholesale customers.

The greatest amount’of dupllcatron.of drstrlbutors per customer was

.;‘!» ; < ,;;v

found in supermarkets (three) and small grocery stores (two) Slnce a

7

1arge portlon of a11 mllk sales are made to sunermarkets and small grocery

. S
oy ;

stores, substantlal 1ncreases 1n distrlbutlon effic1ency could be made by
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reduced duplication, Average number of distributors serving schools,
eating places, and drug stores were from 1.04 to 1,30 distributors., In
addition to the possibility of achieving savings through elimination of
wholesale duplication, additional savings in delivery could be obtained
through less frequent deliveries where storage facilities are available,
The wholesale customer decides the preference of products and number
of brands to be displayed.  Consolidation of deliveries to customers
occur only when there is economic incentive for the wholesale customer to

reduce the number of brands he will .sell,

Reduced Services

A reduction of the number of services provided by deliveryﬁen is‘aA‘
potent1a1 way of reduelng costs per un1t delivered. 1In a Callfornla study
of mllk dellvery costs, substantial saVLngs in truck and delivery labor"
costs could be accompllshed through a reduction in the amountsvof serv1ces
provided (l). In that study, milk delivery processes were divided into
three different delivery types. The first type of delivery represented
the'steps usually performed by the rouee driver at a typieallwhoiesele
stop. Such sﬁeps normaily include securieg the order, assembling the
desired order, delivefing and arranging the order, removing 'damaged'" pro-
ducts,ﬁand eollecting. The second type of delivery was one in which
"'securing the order" and '"collecting" were eliminated. The'route man
knew the order id advance aﬁd all collectiohs werevmade by mail. The
third type of delivery was one in which the dellvery time was reduced by

using a sidewalk delivery process. De31red products were left on the

customer's sidewalk and thus number of delivery steps was minimized,
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For the average stop in the Califotnladetudy, a 37 per cent.reduction
in costs occurred when the second type dellvery process’ was used Thie
is where the order waslknown in advance and collectlon was made by mall;
Savings Werevlncreased to'SZ per centAwhen the third type or e;dewalk -
delivery process was used, Such cost:teductionauwere poselble,”howevet,_
only when dellyery costs were consideredtto he”a functlon‘of tiﬁe required
in the delivery process, i.e., houtly:wage rates were paid,, Net savingsi‘
would depend upon the_addltional”coets hrought about by reduced services.
Such costs would include phoning in the‘order by a customer,‘bookkeeplng:
costs required for the collection by mail, and additional labor_onltheA”
part of a customer to bring Qtoducts into the“store from the sidewalh.

The potential savings, eugéested in the California study are not cur-
rently:possible in Alabama becaqse of ditterent methods of‘wage payments.
In Alahama wholesale milk route 1abot ﬁagee are paid on a percentage of
sales comm1351on baSLS and in some cases addltlonal Wages are pa1d in the
form of a base or fixed salary, whereas hourly wages were pa1d in Cali=-
fornia. However, results of both studies suggest opportunities of.cost
sav1ngs by paying labor costs 1nvolved in the distribution of wholesale

milk products on an hourly ba31s 1nstead of using the present Alabama

wage and commission payment methods.
SUMMARY AND CONCLUSIONS

Distribution is the most costly function in the marketing of fluid
milk products, _This marketing function is defined as the movement of
mllk products from proces31ng plants to wholesale and retail customers,

In 1966, about three-fourths of the total sales of flUId milk products
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in Alabémé‘were distributed on.wholeé#lelrouﬁes.

The ﬁurpose of this study was to ébt;in informafion on characteristics
of wholesale milk diétribution in Alabama, £o degérmine éosts invoived in
milk distribution, and to determine potential savings that‘couléibe
realized by adopting aiternative delivery practices. |

Data were obtained from a sample éf 39 wholesaléfmilk routés operated
by 14 £luid milkvdistribﬁtors in Aiabéma..”

Average daily distance traveled oh-39 routes wés 80 milés. .Country
and émall town routes were 1onger‘and had more but smaller accounts.than
city routes. |

Small grocery stores, eating piacés, country storés, and service sta-
tions were the most common accounts served, Supermarkets and schools
were the.largest and most frequently serQed‘accodnts. Lafgest total saleé
were made on Friday and S;turday while>Wednesday was the day when the least
volume of sales was madeQVHCésh accounts ﬁere mainly small volume custb-
mers, whereas charge acéoﬁnt; were usually lafger cﬁstomers such as
supermarkets and scﬁoois. |

| The évefage daily load size was 1,286 quart equivalents of milk pro-
ducts, 46 pint equivalents of cream ﬁroducts, and 192 units df other
products., The wholesale value of milk, cream, and other products delivefed
on the routes during the period of a week averaged $2,149,90 and ranged
from $1,195.65 to $4,551.83.

Labor costs were made up éf baée wages, comﬁissions,and fringe bene-
fits. All deliverymen were paid on a-percentagebof sales commission
basis and in additioﬁ, aﬁproximateiy half*df the déii?erymen received a

base wage. Weekly labor costs per route averaged nearly $185. Since all
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deliverymen were Paid commissions based on sales, variations in total labor
costs were closely related to value of sales.

Labor costs per $100 of sales averaged $8 60 To the extent that
these costs were flxed a reduction in labor costs per dollar of sales
could have been obtalned by 1ncrea51ng the values of the load carrled

Average labor costs per customer were 99 cents and were usually
inversely related to the number of customers served. As the number of
customers served increased, labor’costs:per customer decreased because
the flxed labor costs.were spread o&er a larger number of custoﬁers.

lhe average labor costs ﬁér quart equlvalent of product delivered |
were 2.3 cents and ranged from 1.1 to 2.2 cents among the routes, Data ‘
showed that there was an iarerse.relationship between 1abor costanper
quart equivalent of milk products'and number of quart equivalents‘delivered
per'route. |

Labor costs made'up 76.5 perlcent:of total delivery costs -and trock
costs accounted for the remainiog 23.5 per cent. Total delivery costs
averaged 1l.2 per:cent of the wﬁolesale value of the products delivered.

BecaUSe-of‘the natore of comoetitioo and market regulation, increasesv
in efficiency may be difficult for Alabama wholesale milk distributors to
attain, Milk dlstrlbutors have strong competltlon from other dlstrlbu-
tors in the market place. The Alabama State Milk Control Board regulatea
distributors in regard to product prlces and trade practices, thus e11m1->‘
nating prlce competltlon. To survive dlstrlbutors must be able to compete'
with otﬁéi firms;-but they are limited by the Milk Control Board in thev
number of ways they can legally increase milk sales and efficiency.

Since the field work was completed for this study, a number of Alabama
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distributors have reduced delivery from six to five days per week. Besides
providing better working conditioﬁs'fdr deliverymén, truck costs, especially
variable truck costs, were substantially reduced. Aiéo, any increases in
volume and value of loads reduce fixed costs per unit of product delivered.

Because of competition.ambng distributors to maintain their share of
each wholesale customer's business, other ways of increasiné size of loads
are difficult to achieve., One possible way volume of'deliﬁeries may be
increased is through consolidation of deliveries by wholesale custo-
mers, However,rthe wholesale customer will not likely reduce the number
of brands he sells unless there is’an‘economic incentive, such as quantity
discoﬁnt pricing, If the Milk Control Board pefmitted quantity discounté,
the wholesale customer would tend to purchase milk products from fewer
distributors.v However, with increased pricing efficiency from consoli-
“dation of orders, the wholesale customer may lose some milk business
becausé he would have fewer brands from which the retail customer could
choose.

The present structure of wholesale milk distribution favors distri-
butors that have large volume (value) routes. Data show that larger -
route loads resulted in lower than average unit costs, If the Milk Con-
trol Board permitted pricing practices that would encourage increased
mafketing efficiency, milk producers, processor-distributors, and con-

sumers would benefit,
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