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SUMMARY

In 1937 and 1938 on the Farmville market, prices paid for different lots
of the same U. S. grades of flue-cured tobacco varied widely within days,
The average of daily spreads between high and low prices paid for 14
representative U. S. grades in 1938 amounted to $15.33 for 100 pounds, or
63.5 per cent of the season average price of these grades. Even when the
effect of extreme chance variations had been removed by he elimination of
10 per cent of the poundage at each extreme of the price range, there
remained an average spread of $8.07 per 100 pounds, or 33.4 per cent of the
season average price.

Sinee company buyers do not regard U. S. grades in making their pur-
chases, in the analysis of price variations in terms of company grades less
variation was found, although daily prices paid for representative company
grades varied considerably, Corresponding average spreads for 16 company
grades were 28.9 per cent and 13.2 per cent of the season average prices.

Probably no sane individual would attempt to explain in full the wide
variation in prices indicated. A considerable part of it is inherent in the
system and defies logic. However, several factors associated with the
variation have been examined, and the results may be summarized briefly.

Each company has its own private secret system of grades, and none of
these systems correspond with the U. S. standard grades. A single company
grade contains tobacco of many U. S. grades, and the tobacco of a single
U. 8. grade bought by a company is distributed among a number of company
grades. The analysis of 15 representative company grades bought in 1938 on
one market indicated that on the average 24.4 per cent of each company
grade consisted of tobacco classified in one U. S. grade, 38.6 per cent in two
U. S. grades, and 48.4 per cent in three. If the assumption is made that
federal grading is accurate, company grades contain a wider range in
quality of tobacco than U. S. grades, or have less uniformity of quality.

In the majority of U. S. grades of average or better quality tobacco
examined, the prices tended to increase as the size of the lots increased, at
least up to 400 pounds. This was not true of the cheapest grades.

The charge has been made that the “Big Three” domestic cigarette
companies restrict competition by refraining from purchasing the same
grades of tobacco on the same markets at the same time. This study showed
that the three companies were purchasing the same grades at the same times
in 1938 on the Farmville market. It should be emphasized, however, that
this fact is not conclusive evidence of free competition on the market.
Competition may be limited to the extent that each buyer is limited to a
definite percentage of the sales to be purchased and that the three companies
have the same ceiling on prices. No information was obtained on the last two
points.

Interviews with growers suggest very strongly that the personal relation-
ship between growers and buyers influences prices to a considerable extent.

Variations In Flue-cured Tobacco Prices

. L. CLEMENT
Department of Agricultural Economics

INTRODUCTION

Tobacco growers and others interested in tobacco marketing from the
growers’ view point have long been aware of wide variations in prices paid
within a given auction market for different lots of what appeared to be the
same quality of tobacco on the same day. There have been numerous bits of
evidence to support this belief. Frequently two growers with tobacco which
appears to be of equal quality receive widely different prices, or often a
grower who splits one grade of tobacco receives a much higher price for one
segment of the grade than for another. Again the same lot of tobacco which
is sold twice the same day in the same warehouse is sold for two greatly
different prices.

While there have long been rumors and reports of such conditions,

and il ialists have g ly been unable to state the
extent of such variations or to analyze i ily the factors i
therewith, mainly because of the lack of satisfactory primary data. Atten-
tion has been centered largely upon average prices and proper preparation
of the leaf for market and not upon those factors which cause variations in
prices.

Influential growers who have been keenly conscious of these conditions
have hesitated to speak openly against them, particularly since the failure
of the great cooperative effort in 1926. Some of them admit that the situation
is undersirable but state that it is better than that experienced under the
cooperative. Others state that as individuals they fare well under the
existing situation but that the average grower does not fare as well.
Apparently the majority of the growers are very careful to stay on friendly
terms with company buyers and seldom risk antagonizing them.

This study, therefore, is primarily intended: (1) To determine the extent
of daily variations in prices paid for the same quality of tobacco on the
same market; and (2) to measure, or indicate, the influence of some of the
factors responsible for these variations.

METHOD AND SCOPE

The study was begun in the fall of 1936, and, during this and the follow-
ing season, data were obtained on growing, curing, grading, and selling
préctices of farmers by the survey method. Efforts were made to relate such
practices to quality of tobacco produced and prices received. During the
1936-37 marketing season 200 growers in the Oxford area were interviewed
for the purpose of obtaining information on cultural, curing, grading, and
selling practices, as well as opinions of growers concerning marketing
problems. These growers agreed to cooperate by keeping records of prices
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and grades of their tobacco, but very few kept satisfactory records. As this
phase of the study yielded only limited results, attention was concentrated
during the two following seasons on price and price variations. From the
standpoint of marketing the erop the most serious problems are centered
around the auction sale,

During 1937-38 there were three flue-cured markets in the state on which
federal inspection and market news services were provided. One of these, the
Farmville market, was selected for study that year. With the assistance of
county agents and warehousemen 100 landlords were selected who usually
sold the majority of their tobacco on this market, These landlords ranged in
size of operations from a single crop to more than 100 crops, or from less
than 5 aeres to more than 500 acres. Since it was desired to obtain informa-
tion on specific tobaceo erops, from one to several crops were selected under
cach landlord, making the total number of crops in the sample approximately
225.

After the promise of cooperation had been secured from the four ware-
housemen on the market, a man was employed to check the sale at all
‘warehouses and obtain complete sales records of all tobacco sold by growers
in the sample. A copy of the warehouse ticket for each lot was obtained and
filed, showing the date of sale, name of grower, weight of the lot, selling
price, U. S. grade, initials of the grader, the company purchasing the lot,
and the company grade.

During the marketing season each of the landlords was interviewed for
the purpose of obtaining information on growing, fertilizing, curing,
grading, and selling practices. This information was obtained directly from
those lanrllnrds who closely :uervwerl all operations; in other instances the
tenants were interviewed also. Esp: prepared were used for
recording the information.

Sales records were obtained on 7,316 lots of tobacco with a total weight of
1,189,120 pounds, which represented approximately 5 per cent of the tobaceo
sold on the market. Complete records were not obtained on all sales of the
selected growers.

In 1938-39 sales tickets were obtained from three warehouses in Farmville
on 66,344 lots of tobacco, representing 9,276,136 pounds. Each of these
tickets contained a complete record of the sale of one lot. These data were
punched on cards for machine tabulation.

In the 1939-40 season a man was employed to obtain records of farmers'
rejections and resale of tobacco on the Farmville market. Complete records
were obtained on 908 lots.

TOBACCO AUCTION PROCEDURE

For the henefit of any reader who is not familiar with the auction method
of selling tobacco, the following brief description of the auction sale may
help him to understand the discussion which follows:

Prior to bringing tobacco to the warehouse the farmer assorts it into
several grades on the basis of such factors as color, quality, and length of
leaf, and the leaves are tied into hands, or bundles. Each curing, or barn of
tobacco, is usually graded and marketed separately, so that from four to six
sales are made from each erop. When the load of tobacco reaches the ware-
house, each grade is placed on & basket and rolled to the scales where it is
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Eoch grade of the farmer's tobaceo is pluced on & separate basket and rolled to the
les where it is weighed

weighed. The date, initials of the seller, and the weight are recorded on a
ticket which is placed on the top of the basket. From the scales the several
baskets belonging to an individual grower are placed side by side on the
warehouse floor for sale. The warchouse floor is marked off in rows with
walking space between rows. The grower is careful to see that his various
lots are arranged in the row in such order that the buyers reach his low
grades first and proceed to his best tobacco.

Prior to the sale, on those markets where federal inspection and market
news services are provided, federal licensed graders inspect each basket of
tobacco and mark on the ticket the U. 8. grade of the lot.

At the hour for opening the sale the buyers representing the domestic
manufacturers, exporters, and dealers line up on one side of the row. In
addition to these, there are usually several individual speculators who are
licensed to buy on the market. On the other side of the row are the men
representing the warehouse, First in line is the starter, who pulls from the
basket a sample of the tobacco and calls out a starting price. The auctioneer,
who follaws the starter, takes up the starting price and calls for bids with
his characteristic chant. He watches the buyers for bids which they indicate
by & signal, such as a nod, a wink, or a gesture. Until the bidding reaches
$15 a hundred pounds, each bid means a raise of 25 cents a hundred. Between
$15 and $25, each bid is a raise of 50 cents and above $25 it is a raise of $1.
When, in his opinion, the final bid has been made, the auctioneer announces
the sale to the highest bidder and passes on to the next lot. The ticket
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marker, who follows the auctioneer and has been handed the ticket from the
basket being sold, marks on the ticket the price, the name of the company
making the bid, and the company grade of the lot, the latter buing indicated
by the buyer. Also following the i is a rep ive-of the ware:
house who enters bids for the warehouse from time to time to encourage
higher bidding from buyers or to prevent certain lots selling too low. Any
tobacco bought by the warehouse is resold on the auction floor at a later
time,

After heing weighed the buskets of to
floor. Men, women, and children w)
patiently await the sale.

by side in rows on the warehouse
the tobueco to market

Two other employees of the warehouse, a book man and a clip man, follow
the sale, each with blanks on which are recorded the weight and serial
number of each basket of the grower’s tobacco. Each of them capies from
the sales tickets on the baskets the price paid and the name of the purchaser
and calculates the gross amount of the sale. When caleulations have been
made for all lots sold by one grower, these men compare totals to see that
their caleulations check. One of them sends his copy to the office for settle-
ment with the grower, and the other keeps his copy as a permanent record
of the warehouse.

During the sale, the grower whose tobacco is being sold is usually beside
the or to that his tobaceo is being sold
and to influence the bidding if possible. If the grower is dissatisfied with the
bid on any lot of tobucco, he has the privilege of rejecting it immediately
after the sale, which he indicates by turning or mutilating the ticket.
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FEDERAL INSPECTION AND MARKET NEWS SERVICE

The tobacco Inspection Act of 1985 provides for three distinet free
services to growers—demonstration, inspection, and market news. Inspection
and market news services are provided as o measuring stick for quality and
price to be used hy growers in protecting themselves against loss in the sale
of their tobacco, and to be used as a guide in accepting or rejecting bids
on their tobacco. These services have been established in relatively few
markets; only five of North Carolina’s 38 markets had the services in 1940,
Before they are established on a market, the Act provides that a referendum
be held of all growers selling on that market and that two-thirds or more
of the growers vate in favor of the services. The purpose of the demonstra-
tion service is to acquaint growers with standard grades and proper methods
of sorting tobacco.

On markets having inspection and market news services, federal licensed
graders place an official grade on the ticket of each basket of tobacco prior
to sale. Market news reports are made available to growers, giving the
current average price paid for each grade of tobacco. By comparing the
grades assigned his various lots of tobacco with this report, the farmer may
obtain some idea as to the current price of his quality of tobacco, assuming,
of course, that the tobacco has been correctly graded. During the first years
of experimentation with these services, the U. S. grade of each graded lot
was announced to the buyers before they started bidding. This practice has
now been discontinued because of objection on the part of warehousemen. At
present the buyer does not have an opportunity at the time of bidding to
observe the U. S. grade assigned each lot, since the ticket is removed from
the bagket during bidding.!

Without going into a detailed description of the various U. S. grades, a
few words regarding the number of grades may be worth while. There are
four hroad divisions into which tobacco leaves are divided. They are lugs,
cutters, leaf, and wrappers, designated by the letters X, C, B, and A,
respectively.? There are also three sub-groups, designated as smoking leaf
(H), primings (P), and non-deseript (N). Each group is divided into
qualities designated by numbers, as 1 for the best quality in each group, 2
for the next best, and so on to the lowest quality in each group. Color, which
is the third factor considered in grades, is also designated by certain letters,
as L for lemon, ¥ for orange, R for red, D for dark, and G for green. For
illustration, “X3F” is the grade designation describing a lot of lugs (X) of
third quality (3) in orange color (F).

Thus it is readily seen that a large number of grades will be involved in
grading all the tobacco that comes to a given market during an entire season.
The 66,344 lots on which records were obtained in 1938-39 on the Farmville
market were classified into 226 grades and sub-grades by the federal graders,

UF u buyer s interested in ase
before the sale at a time whe
vnH S Srvent i ot i Boken
epuration and Marketing of Flue-Cured Tobaceo,” by Frank P. Wilkinson and
Hugh W, Taplon, 1056,

g the Us 8. grade of wny particular lot of tobuceo
the sale has been stopped temporarily, there is noth-
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COMPANY GRADING SYSTEMS TABLE 1. WEIGHTED AVERAGE PRICE AND AVERAGE DAILY SPREAD
A z BETWEEN HIGH AND LOW PRI LECTE
The following eight tobacco companies had buyers on the Farmville GRADES OF FLUE.CURED TOBAC%%S F{’;\éﬁvli‘l(f{!’ssf;iggghn FEDERAL

market: Imperial Tohacco Company, Export Tobacco Company, American

Tobacco Company, Liggett and Myers Tobacco Company, Reynolds Tobaceo e S e
Company, A. C. Monk Tobacco Company, W. B. Lea Tobacco Company, and wolal Tl et Tow prices
Ficklen Tobacco Company. Each company uses its own system of grading, i Dieubee puisher, || elghtad | Total Sales | Central 80% of sales
the buyer designating the'grade to be assigned each lot purchased. e | iwswmite | ‘et | [ Pereeneor et
Spread ave. price Spread ave. price
Little is known concerning the grading by the several companies. From @ = "
the records obtained on the Farmyille market, it was possible to learn some- o W Eaiiies i e o T,
thing about the private grades by analyzing company grades in terms of the BiL 1672 274048 2021 15,18 5180 2581
U. . grades going into them. This analysis is presented in another section BiF e w6816 207 w2 s 796
of this stud: B&F 4,011 563,862 18,16 1814 99.89 54.30
y. B6F 2,645 477,877 12.20 13.08 106,80 49.84
H4F 1,152 162,004 25.81 12.76 4944
H5F 1,013 126,777 2082 14.25 68.44
can 996 186,763 33,68 13.06 3878
CsL . 818 142,654 31.05 10.70 34.45
VARIATIONS IN PRICES FOR INDIVIDUAL LOTS OF A XeL 1,663 276,147 2026 1287 1228
. X2F 1,608 264,098 28,87 12.26 4247
GIVEN GRADE XaF 2,388 322,144 2533 16.14 68.72
X4F 1,256 144,901 20.99 14.81 70,56
Daily Variations In Relation to U. S. Grades 4L L e g oy B
Total 28,755 4.8 0 $24.29 $15.48 63.52 8.1 83.39

In measuring the variation in prices paid for different lots of the same
quality tobacco on the same day, it was found necessary to use @
definite standard of quality. The two standards which are available for use
are U. S. grades and company grades. When either of these standards is
used the assumption is made that the selected standard is correct and
accurate, an assumption which is of doubtful validity, as will be pointed out
more specifically later. Regardless of the standard by which measures are
made, however, it is a well recognized fact that prices paid for the same
quality of tobacco vary considerably.

The price is analyzed first in terms of U. S. grades. Table 1 and Figures
1 and 2 show the daily variation in prices paid for different lots of selected
U. S. grades of Type 12 flue-cured tobacco on one market. Column 5 of the
table shows the average daily spread between the highest and the lowest
prices paid. For example, there was an average daily spread of $13.03 per
100 pounds of U. S. grade B6F, a grade which sold for a season average price
of §12.20 per 100 pounds. This average spread amounted to 106.80 per cent
of the season average price. It will be realized, of course, that this total
spread between high and low prices paid for a given grade is in some
instances unduly influenced by a few lots selling at extremely low or
extremely high prices. This weakness is overcome if 10 per cent of the
poundage at each extreme of the price range is eliminated and the price
range of the remaining central B0 per cent of the poundage is measured.

Thus the average of daily spread between the 10th and 90th percentiles was 5% ST gt R e g 5
$6.08 per 100 pounds for grade BF, or 49.84 per cent of the season average

price. Figure 1. Daily high, low, and weighted average price paid for U. . grade
BEF flue-cured tobacco, Farmville, 1988-39. 5
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Figure. Daily high, lov, and weighted average price paid for U. 8. grade
BAF flue-cured tobaceo, Farmville, 1938-39.

The weighted average of daily total spreads for the 14 U. S. grades was
$15.43 per 100 pounds, or 63.52 per cent of the season average price. The
weighted average of daily spreads between the 10th and 90th percentiles
(central 80 per cent of sales) for the 14 grades was $8.11, or 33.39 per cent
of the season average price.

In Figures 1 and 2 are presented more detailed pictures of the daily price
variation for U. S. grades B6F and B4F. The broken lines indicate the
extreme daily high and low prices; the heavy line shows the weighted daily
average prices; and the shaded area represents the price range of the
central 80 per cent of the poundage sold, between the 10th and 90th per-
centiles. It is seen from these charts that on certain days there is an
extremely wide spread between low and high prices. For B6F the range on
September 26 was from $9.75 to $28.00, a spread of $18.25 as compared
with a weighted average price of $14.79 for that day.

From the data presented in Table 1 it appears that the variation in prices
paid for grades selling at a low average price was almost as wide as for
grades selling at a high average price. This statement is further sub-
stantiated by data in Table 2 in which are shown standard deviations of
prices at various price levels for selected grades.?

Daily Variations Paid for Selected Company Grades

The wide price variations discussed in the preceding paragraphs were
based on prices paid for different lots of the same U. S. grades of tobacco.
It may be argued that buyers do not buy on U. S. grades but on grades
established by their several companies. On this assumption one should expect

standard deviation messures the range in prices above and below the mean price

withia which. approximately ewo-thirds’ of m oundage f t ia, twothirds of the
be expected to sell within that range above and below the m
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TABLE 2. STANDARD DEVIATIONS OF PRICES PAID FOR 7
SELECTED U. S. GRADES OF TYPE 12 FLUE-CURED TOBACCO
AT VARYING PRICE LEVELS.

B6F ’ H5F X4F B4F
Mean Mean ndard | Menn | Standard | Mean | Standard
price | devintion | price | deviation | price | deviation | price | deviation

$ s s s s s s
10.76 218 1724 3,37 17.46 .56 .65
10:99 174 189 a1 18.24 251 315
1140 2,03 2001 387 19.18 2.97 3.42
157 252 206 298 19.76 249 884
1178 228 21,4 864 20.90 366 3.49
12:60 326 2191 326 21,63 .68 410
12.99 8.07 208 481 2887 875 862
13,62 2.3 287 1090 378
14.13 204 382
16:29 849 428

XaF BIF oL
Mean Standard Mean Standard Mean Standard
price deviation price deviation price deviation
s $ s s

260 26.11 314 2.8

373 27.42 262 231

315 27.99 .09 284

310 2827 289 3181 456

305 28,51 257 32.37 214

356 29.29 2,61 2. 2178

.04 20.85 2.99 291

287 80,37 285 286

8147 3165 8519 321

32:89 379 3742 350

to find a uniform price paid for different lots of the same company grade.
Analysis similar to that deseribed for U. S. grades has been made for 16
representative company grades. Results for two grades are shown in
Figures 3 and 4 and for all 16 grades in Table 3. It will be observed that the
variation has been reduced but is still considerable.

Notice, for example company grade 1124 with a season average price of
$20.45 per hundred pounds. The average of daily spreads between high and
low prices was §$9.94, or 48.61 per cent of the season average price. The
average of daily spreads between the 10th and 90th percentiles (range in
prices paid for the central 80 per cent of sales) was $5.12, or 25.04 per cent
of the season average price. For the 16 company grades selected the weighted

7The companies und company grades have been coded and will be referred to by these cade

ompany grades in the one hundred group (eg. 112) are grades of Company 1.
o

Other companies and corresponding grades are as follows
des in the 200 grous

in
Grades In the 600, 5500, and 1400 srouse
Grades in the 700" and 800 groy

i Grades in the 900 and 1000 grou
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average of daily spreads was $7.72, or 28.89 per cent of the season average
price, and the average of daily spreads between the 10th and 90th per-
centiles was §3.53, or 13.21 per cent of the season average price.

While data are presented for only the season 1938-39, practically the same

results were found from a smaller sample of sales on the same market
during the preceding season.

TAB;%T%EWEIGHTED AVERAGE PRICE AND AVERAGE DAILY SPREAD

EN HIGH AND LOW PRICES PAID FOR SELECTED COMPAN

GRADES OF FLUE-CURED TOBACCO, FARMVILLE, 1938.

“Average dally spread between high and
Tt Total Season Kwcitiee
Company numl number | weigl =
wrade of lota of lbs. | average Eot1asioe | Centratl80% of sxies

in sample in sample price Percent of | Percent of

Spread ave. price Spread ave. price.
105 79 122,664 $28.78 $3.22 11.21 $1.87 6.51
107 1,088 & 26.13 4.90 1875 2,68 10.26
1u2 1,79 20.45 9.94 26.04
02 2,041 27.25 4.83 .11
304 3,12, 24.04 7.14 14.85
306 1216 1943 722 1925
412 714 29.65 271 6.51
414 963 26.80 5.52 3.16
501 2,690 32.38 16.84 20.20
502 3,814 29.39 6.62 .98
517 1,810 .94 6.92 9.71
dur 636 1450 252 816
747 442 1180 10.18 63.56
811 462 13.48 3.04 15.13
817 19 00 ity 1585
094 882 12.69 259 13.32
Total 22,888 8,280,704 $26.72 37.72 1321

souuans
5yl

200)
) s 3 W B 3 o " 2 B
avousT stereunc ocronen

Figure . Daily high low, nd weighted average price paid for company grade
~cured tobacco, Farmville, 1938-39.
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Figured.. Dally high, low, and wsighted average price pald tor company grade
flue-cured tobacco, Farmville, 1988-39.

FACTORS ASSOCIATED WITH PRICE VARIATIONS

While it is not possible for all of the daily variation in prices paid for
given grades of tobacco to be explained, evidence points to several factors
associated with such variation. Among these factors are the following:

1. Lack of agreement between company grading and federal grading.

2. Variation in size of lots in which tobacco is sold.

3. Personal relation of growers with buyers and warehousemen.

4. Normal variations in quality within grades.

In the following sections each of these factors will be considered.

Lack of Agreement Between Company Grading and Federal Grading

Comparison of U. S. grades with company grades. One method of com-
paring the grading system of a given company with U. S. standard grades
is for the investigator to determine the U. S. grades of tobacco placed by

‘the companies in their various private grades. For example, how many U. S.

grades went into company grade 1077 It seems reasonable to assume that if
there were complete agreement between U. S. grades and grades of Company
1, only one U. 8. grade would go into a given grade of this company. The
information is shown in Table 4. Columns 2 and 3 indicate that 27 U. S.
grades and 9 sub-grades were represented in company grade 107 during the
season. Columns 10, 11, and 12 indicate that 34.6 per cent of the poundage
in this company grade consisted of one U. S. grade, 48.1 per cent of two
U. S. grades and 59.4 per cent of three U. S. grades. In company grade 304
were represented 47 U. S. grades and 57 subgrades, 17.7 per cent of the
poundage consisting of one U. S. grade, 27.6 per cent of two U. S. grades,
and 85.3 per cent of three U. S. grades. Considering the 15 company grades
shown in the table, on the average 24.4 per cent of each consisted of tobacco
classified in one U. §. grade, 38.6 per cent in two U. S. grades, and 48.4
per cent in three U. S. grades.



NUMBER OF U. S. GRADES AND SUBGRADES REPRESENTED IN EACH OF SEVERAL SELECTED

TABLE 4.

COMPANY GRADES, AVERAGE PRICES PAID, AND PER CENT OF POUNDAGE IN LARGEST U. S. GRADE

OR SUBGRADE, TWO LARGEST, AND THREE LARGEST.
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1312
16,18

10.00
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16.28
12,66

850

1.68

30.00

16.09
1271

807
484

52.0

8.6

383

12.86

244

Total average
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Another method of comparing grades is the classification made by each
company of the tobacco in a single U. 8. grade. For example, into how many
company grades did each company classify tobacco designated as B3F by the
federal inspectors? Table 6 shows this information for 14 U. S. grades.
Column 2 shows the number of company grades into which each company
distributed the various U. S. grades.5 Company 1 placed B3F tobacco into 6
company grades, 87.78 per cent going into one company grade, 90.85 per
cent going into two and 93.71 per cent into three. Company 2 distributed
this U. S. grade among 26 company grades, placing 17.42 per cent in one
largest grade, 33.67 per cent in two, and 46.54 per cent in three. Company 3
distributed it among 6 company grades, 40.98 per cent in one, 76.83 per cent
in two, and 93.03 per cent in three. Company 4 distributed it among 7
company grades, placing 25.81 per cent in one grade, 50.08 per cent in two,
and 66.51 per cent in three. Company 5 distributed it among 15 company
grades, assigning 35.93 per cent to one grade, 63.58 per cent to two, and
80.80 per cent to three. While the season average price paid for U. 8. grade
B3F was $30.11, there was wide variation in average prices paid for the
company grades among which it was distributed. (Columns 4 and 5). For
example, the average prices paid for this tobacco going into 6 grades of
Company 1 ranged from $27.00 to $37.00. The remainder of the table con-
tains similar data for 14 other U. S. grades.

Measures of agreement. While this analysis of grades indicates consid-
erable variation between U. S. grades and company grades, it does not give
an exact measure of the closeness of agreement. One method by which this
relationship between U. S. grading and the grading by a given company can
be is the of the of a given quantity of
tobacco by U. S. grades with the distribution by company grades. Purchases
of 1,474,530 pounds by Company 5 were distributed among ten U. S. grades
and nine compnny grnde!. From this two-way distribution of poundage was

of 7 whicl closely to the
correlation coeﬂiclenc For Company b the coefficient of contingency was
8290 and the coefficient squared was 6874 which may be interpreted
roughly as indicating that there is ly 69 per cent
between federal grading and grading by this company. Another way of
expressing it is to say that the grading by Company 5 agrees with federal
grading two-thirds of the time. Corresponding figures for the other com-
panies, shown in Table 6 are as follows: Company 1, 52 per cent; Company
2, 83 per cent; Company 3, 45 per cent; and Company 4, 56 per cent.

The failure of company grading to agree with federal grading involves
two factors: First, the failure of company grades to correspond with U. S.
grades, and second, the i inaceuracy of dusxﬁcstmn by both feder:l inspectors
and company buyers. From i available it is i to de-
termine the extent to which each factor contributes to the disagreement. No

“The five companies included in this analysis are: Export,

Myers, and Reynolds, although not in that order. The ume dealer companies are mot e

of the excessive calculations involved, only 17 of the major U. S. grad

I S Sl Thise 1T erades representen the following. péresntapes Of ihe.total purchases

by the five companies: Co: L 88 yec be] 2, 59.1 per cent: Co. 3, 66.5 per cent: Co. 4,
887 per cent; Co.

“The coefficient of mntlnmny lnnmeh« the cosfisiant of corralation fa valud as the mums;
ber of classes is increased. With the number of classes in tables the maximum value
the coeficient of contingency (C) is approximately .96. e Grinton s Cowden, ~Applict
General Statistics,” pp. 687-688.

Imperial, American, Liggett a
n;
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TABLE 6. CORRELATION BETWEEN U. S. GRADES AND GRADES OF

DIFFERENT COMPANIES.

Percent of poundage in a given number of| Percent of price variance
Goeidient U. 8. grades for each company grade i h ave.
Company contingency peiced pad 468

squared Highest | Two highest | Three highest| ~c 00 =

U.'S. grade' | U. S. U.S. grudes| Compan AT
[ @ @) [0 6] ® 0
No. 1 5168 4231 50.28 878 5.6 151
No.2 8321 46.89 69.62 8183 942 620
No.3 547 22.60 97.09 49.29 0.8 355
No. 4 5679 suse | 7688 87.81 5.0 150
No. & 6874 5407 | 7548 85.64. 87.4 60.0

*“Highest U. S. grade” refers to the U. S. grade containing the largest poundage within the given com-
pany grade.

doubt both factors are important. Since the classification of tobacco is to
some extent based on personal judgment, complete accuracy is not possible.
Comparison of grades assigned the same lots of tobaceo on two independent -
inspections shows differences in the grading. Furthermore, the wide varia-
tion in average prices paid for different company grades within a given
federal grade, as indicated in a previous section, indicates either that
company buyers disagree with federal graders as to the quality of various
lots of tobacco or that the company grades are, in part, price grades rather
than quality grades; that is, buyers assign grades corresponding to the
price paid.

In this connection it is of interest to inquire what per cent of the pound-
age in each company grade, on the average, consisted of one, two, and three
U. 8. grades. Columns 3, 4, and 5, Table 6, show this information for each of
the five companies. In the case of Company 1, 42.31 per cent of each company
grade, on the average, consisted of the single largest U. S. grade, 60.28 per
cent of the two largest, and 73.78 per cent of the three largest U, S. grades.
Among the five companies the average percentages composed of a single
U. 8. grade for each company grade varied from 22.60 per cent for Company
3 to 54.07 for Company 5. The average percentages accounted for by the
three highest U. S. grades varied from 49.29 per cent for Company 3 to
87.81 per cent for Company 4.

Another question which presents itself is: Do prices of tobacco purchased
by a given company vary less with company grades or with federal grades?
A partial answer to this question was obtained when it was shown that
tobacco of a given U. S. grade purchased by a company was distributed
among a number of company grades of varying prices. Statistical analysis,
in the computation of correlation ratios, gives further information on the
question. Consider the poundage bought by Company 5 in 17 selected U. .
grades. Prices of individual lots of tobacco purchased by this company were
correlated first with the average prices paid for company grades to which
they were assigned, and then with the average prices of U. S. grades

(1)
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assigned them. Squaring the correlation ratios obtained gives the approxi-
mate percentages of the variance in prices associated with differences in
average prices paid for the various company grades and with differences in
average prices paid for the various U. S. grades. These percentages obtained
are shown in Table 6, columns 6 and 7. In the case of tobacco purchased by
Company 1, 68.6 per cent of the price variance was found to be associated
with average prices paid for the different company grades and 45.1 per cent
with average prices paid for U. S. grades represented. This means that
prices paid by this company are related more closely to company grades than
to U. S. grades. This was shown to be true for each of the five companies
included, although the difference was not the same for all companies. The
greatest difference was found in the case of Company 3, where twice as
much of the price variance was associated with company grades as with
U. S. grades.

Effect of Size of Lot on Price Paid

As growers prepare a barn of tobacco for market, they assort it into
several lots according to quality, When these lots are placed on the ware-
house floor for sale, they vary in weight from less than 50 pounds to more
than 600 pounds. The question has been raised as to what influence the size
of lot has on the price paid. Analysis of prices paid for lots of varying
weight reveals that there is some relation between price and weight of lots
in which tobacco is sold.

Analysis in terms of U. S. grades. In Table 7 is shown for 15 selected
U. 8. grades the distribution of the lots of tobacco by weight groups and by
the weighted average price paid during the 1938-39 season for each group.
In grade B3F, for example, there were 618 lots weighing less than 100
pounds, 256 lots from 300 to 399 pounds, 40 lots £rom 400 to 499 pounds and
10 lots from 500 to 599 pounds. The average price of the lowest weight group
was $28.97 per 100 pounds and the price for each succeeding weight group
increased, with the exception of the group from 300 to 399 pounds, to
§32.32 per 100 pounds for lots weighing from 500 to 599 pounds. The largest
weight group sold for an average of $3.35 per 100 pounds above the price
for the smallest weight group.

An examination of the data indicates that in 10 of the 15 selected grades
prices tended to vary directly with the size of lot in which the tobacco was
sold. In most of the grades the number of lots in the last two weight groups,
above 399 pounds, was too small to determine whether or not the relationship
held for them. The same relationship did not hold for grades selling at the
lower prices, as B5F, B6F, and P4L. Neither did it hold for the two grades
in the smoking leaf group, H4F and H5F.

1t may be contended that this analysis is not valid because the seasonal
trend in prices was ignored and because all weight groups might not have
been represented on every day of the season. In order to test this, the
analysis of variance was applied to the weight groups in grade B4F, using
only the 17 days during the season on which each of the five weight groups
up to 499 pounds were sold. This analysis showed that the average price
increased for each succeeding group from the smallest weight group to the
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TABLE 7. WEIGHTED AVERAGE PRICES PAID FOR DIFFERENT SIZED
LOTS OF SELECTED U. S. GRADES OF TYPE 12 FLUE-CURED TOBACCO,
FARMVILLE, 1938-39.

examination of this table indicates that in nine of these grades there was a
tendency for prices to increase slightly as the weight of lots increased, up to
399 pounds at least. The price increases, however, were not nearly so great

as in the case of U. S. grades. This fact may be illustrated by a comparison
Size of lots in pounds of U. 8. grade B4F and company grade 502. In the former the price
U8 000 [ toam [ w20 | sooawe | 4004w increased from $23.78 per 100 pounds for lots under 100 pounds to $25.80
Num- | Ave | Num- | Ave. | Num- | Ave | Num- | Ave | Nom | Ave ! for lots weighing 300 to 399 pounds; whereas the comparable price in the
b | iy l ] i ‘ R | e e company grade increased from $20.17 to $20.68. This was an increase of
N = $2.02 per hundred in the case of U. 8. grade BAF against an increase of 51
it bt ‘ﬁ: :: A e B B / cents in the case of company grade 502. These relationships are difficult to
BAF 1104 2878 1900 0000, SETEN IUansl. ess o ikl understand when it is known that Company 5 (the company having com-
BSF 1528 17.08 1,686 |sa.¢ 735 13.02 167 18.90 23 10.54 pany grade 502) purchased more than 60 per cent of U. S. grade B4F
BOF 843 1278 1200 1222 500 1197 87 1L 12 1248 during the season and that more than 22 per cent of the tobacco going into
oy e i e amy ey e B Be that company grade had been classified us U. S. grade BAF. The results
4L 162 32.01 418 33.69 206 38,98 101 33.20 13 3474 appear almost contradictory.
CSL 155 20.01 46 30.65 248 .22 68 3182 5 3167 A more thorough analysis of the distribution of the purchase of B4F
X2L 400 28.48 ki) 20.16 400 20.36 108 29.69 20 30.13 tobacco by Company 5 among the various company grades gives at least a
HE S e SR S e e B T R partial explanation of the apparent discrepancy. By referring to Table 9 it
) i e s Mt i e o Al £ will be seen that there is a direct relationship between the average size of
PIL 76 1938 1210 2106 469 2600 8 2001 6 2540 lot and the average price paid for the various company grades. It should be
PiL 381 1816 LIBL 1926 366 1844 FTE . emphasized that all tobaceo included in the table is U. S. grade BAF tobacco

bought by Company 5. The 17 lots placed in company grade 505 weighed on
the average 136 pounds and sold for an average of $16.45 per 100 pounds.

largest, from $24.27 per 100 pounds for lots weighing less than 100 pounds
to $26.76 for those weighing from 400 to 499 pounds. It indicated that this
was signi even after day-to-day variation in price was taken
into consideration. The same analysis was applied to grade B4L with
similar results. Although the analysis of variance was not applied to the
remaining grades, there is no reason to believe it would show relationships
different from those shown in Table 7. Although these conclusions are based
on data for a single season, the analysis of a smaller sample of records
obtained on the same market in 1937 tended to substantiate the findings.

Not only do the better grades of tobacco sold in small lots tend to bring
lower prices, but also the warehouse charges per 100 pounds tend to be
higher on small lots than on large lots.* From a practical standpoint it may
be impossible for the small grower to sell his tobacco in larger lots without
mixing grades, but many growers could do so. On farms with several
tenants, it might bie practical to pool the same grades belonging to two or
more tenants in order to obtain larger lots.”

Analysis in terms of company grades. When similar analysis is made of
tobaceo placed by the buyers in selected company grades, somewhat different
results are obtained. Table 8 shows weighted average prices paid for lots of
different sizes in 14 selected company grades during the 1938-39 season. An

“The following warehouse charges are collected: Weighing fee, 10¢ per 100 pounds with a
minimum of 10c per lot; auction fee, 16¢ per lot under 100 pounds and 25¢ per lot of 100
pounds and over : commisslo per cent of gross sales. The first two fees vary in cost per
100 pounds wi t. For gxamble, the averase cost of thesetwo fees, per 100, pounds,
varies for ".-Iu:kd retunta s tollows

300 pounds s a8

. g 400 pounds a6
100 pmmd- 35 500 pounds ... e
200 pounds . 23 800 pounds

1t should not s«.- overlooked. however, that dividing the sume grade (nm several 1ou is o
method of self insurance since the prices vary markedly for the same grade.

TABLE 8.

There was a gradual increase in average price and average weight per lot
to $29.28 and 174 pounds respectively, for the 511 lots in grade 502. The 28
lots in grade 508 averaged 189 pounds and sold for an average of $28.75.
The three remaining grades averaged over 190 pounds per lot and sold for
average prices above $32.15 per 100 pounds, although the price increase was
not constant. In fact, after reaching $35.36 the price decreased slightly for
the two remaining grades.

LOTS OF SELECTED COMPANY GRADES, FARMVILLE, 1938-39.

WEIGHTED AVERAGE PRICES PAID FOR DIFFERENT SIZED

Size of lots in pounds
Coptpany 0-99 | toe-1se | soszee | aoosen [ avo-d90 | s00-590
Num- | Ave. |Num- | Ave. | Num- | Ave. | Num- Num- | Ave. l Num- | Ave.
ber | price | ber | p ber | price | ber | price | ber | price [ ber | price
lota lots. lota lots ot lots
107 307 $26.25 524 $26.09 178 25 §2584 3 s25a1 v §enae
12 728 2086 813 2039 282 2057 25 2104 1 2100
a02 663 27.45 887 27.23 400 27238 72 2105 8 2743 1 27.00
306 651 19.21 421 1044 17 19,66 22 2011 2 1800 2 1891
412 157 20.55 306 2074 187 2064 b5 2047 8 2028 1 32,00
414 332 26.01 423 2627 168 26.30 31 2672 L] 1 28.00
501 335 3348 992 33.56 750 33.56 223 3391 33 7 3260
502 823 2017 1743 2928 961  20.38 206 20.68 48 73004
57 220 3297 22 82.76 615 32,97 204 3304 36 3 8328
637 219 1432 311 AT 95 14.59 10 e 1
7 833 1220 87 1L39 21 1L65 1 9.00
811 286 13.44 141 1343 32 13.64 2 1454 11276
817 344 16.19 107 1614 24 1585 4 1648
994 165 1272 126 12.62 36 1277 6 1293 11276
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It is apparent from these figures that Company 5 tended to pay higher
prices for the large lots within U. S. grade B4F, but to assign them different
company grades from those assigned the smaller lots within this U. S. grade.
This might suggest that the company tended to grade according to price
paid. On the other hand, it might be interpreted as being further evidence
of disagreement between company grading and federal grading. It is true
that among the grades of Company 5, as well as among those of other
companies and U. S. grades, the average size of lot is larger in the higher
priced grades than in the lower priced grades.

While figures are not presented for companies other than Company 5, the
above relationships were found to hold for them also. Within given U. §.
grades there was a tendency for the larger lots to be placed in the higher
priced grades.

TABLE 9. AVERAGE WEIGHT OF LOTS AND AVERAGE PRICE
PAID FOR B4F, FLUE-CURED TOBACCO PLACED BY COMPANY
5 IN ITS VARIOUS GRADES, FARMVILLE, 1938-39.

Average
Company. size of Average Number Number of
Tots price. of luts pounds
pounds
505 136 w
511 149 59
504 163 438
508 170 1810
502 174 511
508 189 28
510 192 4
501 194 25 4,844
517 206 112 28,000

Personal Relation of Growers with Buyers and Warehousemen

Interviews with a large number of tobacco growers in 1936 and 1937 in
two market areas indicate that there is a definite belief among growers that
personal factors have considerable influence on the price paid for tobacco
on the auction floor. Under the existing system it appears that there is
nothing to prevent a buyer’s paying one grower a higher price than another
grower for tobacco of the same quality. It is a generally known fact,
substantiated by statements from the growers themselves, that many
growers who sell regularly on one market make an effort to become
personally acquainted with the buyers and to stay on the most friendly
terms with them.

Growers interviewed in the Oxford area were asked the question, “Do you
know growers on the market who obtain special prices because of factors
other than quality of tobacco?” Of the 199 growers interviewed, 130 growers,
or 65.3 per cent, replied in the ive. Among the ions of such
factors, gifts to buyers ranked first with 62 growers naming this factor.
Among the items which were reported to be given the buyers by certain
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growers were fresh meat, sausage, game, turkeys, and liquor. Hunting with
buyers or keeping hunting dogs for them ranked second among the factors
named, with 55 growers, or 27.6 per cent of those interviewed, naming this
factor. Personal friendship with buyers or warehousemen was named by 15
growers. Among other factors specified were the following: “Cultivating
land owned by tobacco men,” “family connections,” “entertaining buyers at
barbecues or other special events,” and “being community leaders.”

When growers were asked the question “Have you any kind of relation or
understanding with certain buyers or warehousemen which helps to get a
better price for your tobacco?”, 42 growers, or 21.1 per cent of those inter-
viewed, replied in the affirmative. There were 20 who named friendship as
the factor influencing the price of their tobacco. Nine others said that they
had relatives in the warehouse or among the buyers, and five stated that
they hunted game with buyers or warehousemen. Two hauled tobacco for
certain warehouses, and two solicited business for warehouses.

There were a number of growers who frankly stated that they found it
profitable to stay on intimate terms with buyers or warehousemen. Some
indicated that they promoted such intimate relationship by inviting buyers
t hunt game on their farms and by giving them such things as birds,
turkeys, fresh pork, and various farm produce. The statement was made by
a number of white growers that a poor Negro farmer, as a rule, received a
lower price for his tobacco than the average white grower with the same
quality tobacco. However, one Negro among those interviewed stated that he
was a “buyers’ pet” and received top prices for his tobacco. Buyers, he
stated, paid him top prices because he frequently served as cook for them on
camping trips. He was instructed to let them know when his tobaceo was
being sold. He ordinarily reported the fact to one buyer, who called to the
other buyers “Help old Joe on this tobacco!”

Growers interviewed in the Farmville area were asked the following
question: “In comparing your selling advantage on the market with that of
other growers, do you consider it above average, average, or below average?”
The majority of the growers stated that they considered their selling
advantage average, although a number of them frankly stated that theirs
was above average. One large grower stated that he spent his entire time
during marketing season at the warehouse looking after the selling of his
tenants’ tobaceo and that “inside information” enabled him to sell when the
price was highest. Another large grower stated that staying on intimate
terms with buyers, entertaining them in various ways, enabled him to get
prices above average.

An effort was made to determine to what extent growers having advan-
tageous connections received higher prices than growers without such con-
nections. Growers whose sales records were obtained were classified into two
groups according to whether or not they had such connections which might
influence the price received. From the data available, however, it was not
possible to determine definitely whether or not these personal factors
influenced the prices paid.
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Normal Variations in Quality within Grades
Grades for i ities are rather than discrete.

e
That is, each grade shades into those grades immediately above and below
Each grade contains products which are almost good enough for the next
higher grade and others which are scarcely good enough for this grade.
For commodities which are normally sold on the basis of standard grades
the price usually does not vary with the quality within a grade. A cotton
merchant, for example, will buy 1,000 bales of Striet Middling inch cotton
at a definite fixed price, although the individual bales will vary slightly in
both grade and staple length. This is not true in the case of a commodity
like tobacco, which is not bought on the basis of standard grades. Standard
grades have been established, but, as has been pointed out, buyers do not
make their purchases on the basis of these grades. Each lot is purchased on
the basis of its individual quality as judged by the buyers. It is to be
expected, therefore, that there should be a variation in prices paid for
different lots of the same U. 8. grade of tobacco corresponding to the normal
range in quality within the grade. It is impossible to make a definite state-
ment as to how wide the normal range in prices for a given grade due to the
range in quality should be, but it certainly would not be as great as the
variation found in the grades examined. On a certain date in 1940 the
Market News Service reported the average prices of U. S. grades X1L, X2L,
and X3L as $30.00, $28.00, and $24.00, respectively. One should be safe in
saying that the normal expected range in prices for different lots of X2L
would not be greater than $3.00, or between $26,00 and $29.00. Any wider
variation should probably be attributed to such factors as differences in
judgment of quality, differences in weight of lots, pure chance, personal
factors, and others.

DAY-TO-DAY AND SEASONAL VARIATIONS IN PRICES
Day-to-Day Variations

Interviews with growers indicate that the majority of growers in the areas
surveyed believe that, on the average, prices are higher on Mondays and
Fridays than on other days of the week. Some of the larger growers ex-
pressed the conviction that prices are definitely better on those days, and
many of them attempt to sell only on Mondays and Fridays. Largely as a
result of this belief, sales on these days are much larger than on other days.
Figure 5 and Table 10 show the distribution of sales on the Farmville market
by days of the week during the seasons 1837 and 1 3

In view of the definite opinion expressed by growers that Mondays' and
Fridays' prices are better than prices on other days, an attempt was made to
determine whether or not this opinion is justified. On first examination of
daily average prices for selected U. S. grades it appears that the high
average prices tend to oceur most frequently on Monday and Friday. How-
ever, a closer examination reveals that low average prices oceur frequently
enough on these days to offset the high averages, and, when weighted
average prices of given U. S. grades are calculated by days of the week for
the entire season, Monday and Friday average prices do not appear to be
higher than prices on other days. When a number of grades are considered,
it does not appear that any day of the week has an advantage over other
days.
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PER CENT

o
1938 1937 1938 1937 1938 1937 1938 1937 1938 1937
MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY

Figure 5. Percentage distribution by days of the week of tobaceo poundage
sold on Fi 937.

on Farmville market, seasons 1938 and 1

TABLE 10. TOTAL SALES OF TOBACCO BY DAYS OF THE WEEK,
FARMVILLE, 1937 AND 1938.1

1937 1938
Day of

Pounds Percent of Pounds Percent of

Total Total

Manday 05,100 48067 6,948,082 40.60
Tuesduy 466,157 1491 2,168,508 12.61
Wednesduy 12.44 1,742,562 10.18
Thursduy 16.8% 2,002,988 1228
Friday 2375 60 24.38
Total 100,00 17,113,680 100,00

"Daily sules figures supplied by sules supervisor. The table above includes only 12 full weeks
each senson. Incomplete weeks at beginning und end of sesson are not ineluded.

Seasonal Variations in Prices

For a number of years the Market News Service of the United States
Department of Agriculture has been reporting weekly average prices by
U. 8. grades for the various types of tobacco. Since 1936 all tobacco has
been graded on certain markets where the inspection service has been
established. From 1928 to 1935 grading was on a voluntary basis on selected
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markets. Those growers who wished their tobacco graded were charged a
small fee. This grading service has furnished the basis of weekly and
seasonal average prices reported.

Figure 6 shows weekly average prices reported for U. S. grade B4F,
Type 12 tobacco, for-the seven seasons 1934 to 1940, These prices have been
expressed as percentages of the season average price, The season 1940 shows
low prices during the first four weeks, high prices during the next four
weeks, and low prices during the last four weeks of the season. The relative
prices ranged from less than 90 per cet of the season average price during
the third week to more than 110 per cent during the 6th and 7th weeks to
less than 85 per cent during the 11th week. In other words, the average price
was more than 10 per cent below the season average price during the 3rd
week, more than 10 per cent above the season average price during the 6th
and Tth weeks and more than 15 per cent below the season average price
during the 11th week. In 1987, 1938, and 1939 the seasonal price pattern
was similar to the 1940 pattern, with relatively low prices at the beginning
and end of the season and relatively high prices in the middle of the season.
Prices in 1934 to 1936, inclusive, did not show this seasonal pattern.

It appears from this chart that the seasonal peak price has been shifting
since 1937 toward an earlier week in the season. In 1937 the peak was
reached in the 8th week of the season. In 1938 it was reached in the Tth
week, and in 1939 in the 8th week. In 1940 it came during the 6th week. In
1939 there was a marketing holiday of about 4 weeks beginning Sep-
tember 13.

Similar data for grades C2F, C3F, C4F, and C5F, and for X1F, X2F,
X3F, X4F, and X5F, in general, present the same picture for these grades
as is presented for the three grades in the B group.

Relation Between Quality Sold and Prices Received

Figures 7, 8, and 9 show the relation between weekly average prices paid
for six selected U. 8. grades of tobacco in 1938 on the Farmville market and
the quantity of each grade sold. Both price and quantity are expressed as
percentages of the season averages. Figure 7 indicates that the peak prices
for BIF and BAF came during the 6th to 8th weeks while the peak sales of
these grades came during the 4th week. Figure 8 shows that the price peak
for C4L and C5L came during the 7th and 8th weeks while the peak of sales
oceurred in the 8th and 9th weeks, According to Figure 9 the price peak for
XSF and X4F occurred during the 6th and 7th weeks and the peak of sales
during the 7th week.

It may be observed from these charts that while price peaks and sale
peaks did not coincide exactly, both prices and quantities tended to be
relatively low at the beginning and at the close of the season and high near
the middle of the season.

As a practical application to growers, this analysis indicates that those
who sold tobacco during the first four weeks of the marketing seasons in
Eastern North Carolina lost money as compared with those who sold during
the next four or five weeks, and that those who sold during the last two or
three weeks of the season also received lower prices.
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Figure 6. Weekly average prices paid for U. S. grade B4F, type
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FINANCIAL RESULTS OF RESALE BY GROWERS

In view of the previous discussion, it is of interest to examine the
financial results to the growers of rejecting bids and of reselling tobacco.
Many isolated reports have been current concerning profits made by reselling
tobaceo, but practically no data have been on this phase
of tobacco marketing.1® Table 11 shows a summary of the financial results
of reselling 430 lots on the same market the same day the first bid was
rejected. Almost two-thirds of these lots, or 64.2 per cent, were resold at a
price higher than the original bid, 18.8 per cent resold at the same price,
and 17.0 per cent resold at a lower price. The 276 lots which showed a gain
increased an average of $2.72 per 100 pounds.!! On the total of 430 lots,
weighing 83,850 pounds, there was a net gain of $1,225.15, or an average
gain of $1.46 per 100 pounds.

200

150

One of the stated objectives of tobacco inspection and market news
services is to supply the growers a measuring stick for quality and price to
be used in protecting themselves against loss in the sale of their tobacco,
and to be used as a guide in accepting or rejecting bids on their tobacco. In
Table 12 these rejections are classified as to whether the original bid was
higher or lower than, or even with the average price paid for the corres-
ponding grade on the previous day as shown by the Market News report.!?
For 285 of the lots the original bids were lower than the averages shown
for the previous marketing day, for 15 lots they were even, and for 71 lots
they were higher. The price increased on resale for 68.1 per cent of the lots
in the first group, 60.0 per cent in the second group, and 49.3 per cent in
the third group. Lower prices were received on resale for 14.4 per cent of
the lots in the first group, for 13.3 per cent in the second group, and for 22.5
per cent in the third group.
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TABLE 11. FINANCIAL RESULTS OF REJECTIONS OF BIDS AND
. RESALE OF TOBACCO ON THE SAME DAYS, FARMVILLE, 1939,
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TABLE 12. RELATION OF RESALE PRICES TO MARKET NEWS
REPORTS FOR 371 LOTS REJECTED AND RESOLD SAME DAY,
SAME MARKET, WITHOUT COMBINING OR SPLITTING LOTS,

1939.
Price received on resale compared
Classification : Original bid Total ith riginal bi
compared with average Tota
price reported for the grade Highey: i Lowse
by market news serviee
Previous market day No. | Per- | No. | Per- | No. | Per- | No. | Per-
cent cent. cent cent
1. Lower 285 1000 194 684 50 175 41 144
2. EBven 151000 9 600 4 67 2 133
8. Higher T 1000 35 493 20 282 16 225
Total ML 1000 238 641 74 200 59 158

TABLE 13. RELATION OF RESALE PRICES TO MARKET NEWS
REPORTS FOR 397 LOTS REJECTED AND RESOLD ONE OR
MORE DAYS LATER, SAME MARKET, WITHOUT MIXING OR
SPLITTING LOTS, 1939.

Chum:’lion: Original bid 1;';:..1 Price received on resale
compared with average lots.
price reported for the grade Higher Even L
t news service
previous market day No. | Per- | No. | Per- [ No. | Per- | No. | Per-
cent. cent cent cent
1. Lower 285 1000 213 748 80 105 42 147
2. Even 28 1000 13 566 LI 16 527
4. Higher 8 1000 48 BT 9 200 34 382
Total 397 1000 272 685 44 1L1 81 204

Table 13 shows similar results for 397 lots resold one or more days after
the rejection. Thus, it appears that the chance of making a profit by
rejecting unsatisfactory bids and reselling was somewhat greater when the
bid was below the average reported by the Market News Service than when
it was even with or higher than this average.

U. S. GRADES OF FLUE-CURED TOBACCO PURCHASED BY
THE “BIG THREE” CIGARETTE COMPANIES

The charge has been made that the three major cigarette companies
refrain from buying the same grades of tobacco at the same time on the
same market in order to limit iti In order to ine to what
extent they purchased the same grades ‘on the Farmville Market during
1938-39, the weekly purchases of each of the three companies were analyzed
in terms of U. S. grades. The results are shown in Table 14.
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The grades are listed in the order of quantities purchased by Company 3,
since this company purchased a larger quantity during the season than the
other two companies. During the first week U. S. grade P3L constituted 40.5
per cent of the purchases by Company 3, 32.3 per cent by Company 1 and
362 per cent by Company 4. Grade PAL made up 19.8 per cent, 32.6 per cent
and 169 per cent, respectively of the three companies. Relatively large
quantities of grade P2L were also purchased by each of the companies.
During the second and third weeks the distributions were similar to the
distribution for the first week.

During the fourth and succeeding weeks there was somewhat more
variation between the companies in U. S, grades purchased. Grades pur-
chased by companies 1 and 4 corresponded very closely, whereas the pur-
chases of each of these companies differed somewhat more from purchases
of Company 3. For example, during the fourth weeks the most important
grade purchased by Company 3 was BAF, comprising 11.6 per cent of the
total purchases. Only 2.4 per cent and .4 per cent of the purchases by com-
panies 1 and 4, respectively, consisted of this grade. The most important
grade purchased by these companies during this week was P3L, comprising
12.8 per cent and 10.9 per cent, respectively, of their purchases. However,
Company 3 did purchase a considerable quantity of this grade also, 5.2
per cent of the total purchases.

Even with the variation noted in the U. S. grades purchased by the three
companies, as shown by this analysis of weekly purchases, it cannot be said
that the companies were refraining from the purchase of the same grades
at the same time on this market. This fact, however, by no means justifies
the conclusion that there is free competition among the three companies, It
only means that this method of restricting competition apparently was not
being used.

Table 15 shows a similar analysis of the season’s purchases by each of
the three companies. Although there was some variation in the percentages
of the different U. S. grades purchased by the three companies, there were
several grades of which all three companies purchased considerable pro-
portions. For example, U. S. grade X3F constituted 12.8 per cent of the
purchases of Company 3, 7.6 per cent of those of Company 1, and 9.6 per
cent of purchases of Company 4. U. S. grade P3L was also an important
grade with all three, constituting 8.0 per cent, 16.5 per cent, and 12.7 per
cent, respectively, of the purchases by the three ies. The three U. S,
grades X3F, P3L, and X2F, combined made up more than 25 per cent of the
purchases of each company. If the four additional grades P4L, P2L, X3L,
and X2L are included, approximately 41 per cent of the purchases of Com-
pany 8, 66 per cent of the purchases of Company 1, and 62 per cent of those
of Company 4 are accounted for. Seventeen grades make up approximately
75 per cent of the purchases of each of the companies.
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MARKET, 1938-39.

Company 8 ( Company 1 \ Company 4
Week | Rank U.S.
Grade
Pounds | Percent | Pounds | Percent | Pounds l Percent
1 1 P3L 26306 40.56 41690 32.34 17312 36.18
2 P4L 12870 1997 42076 32.64 8106 16.94
3 P2L 9890 16.20 15850 12.87 5752 12.02
4 P3F 5248 B.06 3726 2.89 5368 1n.22
5 PaF 2652 8.02 4012 an 3850
6 P2F 2426 818 2542 197 1498
7 PIL 1008 1.56 2208 L7 612
8 P5L. 926 142 4106 319 1184
o X2L 740 L4 1928 792
10 XaL 546 84 2636 460
All other 2488 3.82 8024 2012
Total 66090 100.00 128898 ATR46
2 1 P3L. 19598 29,690 40024 25990
2 PiL 17876 26.99 38348 13162
3 P2L. 8614 12.85 19922 13130
4 PAF 6614 .99 4160 062
5 P4F a2 6.76 4886 4558
6 P2F 1424 215 2168 3062
ki PSL. 1194 1.80 4360 1102
8 XaF 970 147 2362 1216
9 PIL 968 1.46 2082 2140
10 X2L 862 1.30 4402 2404
All other. a2 565 18038 8312
Total 66234 100.00 141662 82128
8 1 P3L. 13740 24.56 7648 14.46 L Ots 16.54
2 P2L 8214 14.67 4128 .80 7354 12.62
3 P4L 3862 6.90 9028 17.07 4 12.22
4 PaF 3156 6.64 1634 3.09 5854 9.97
5 X2F 2784 497 1050 1.99 2032 346
6 P2F 2622 4.68 1566 296 2166 3.69
7 cin 2252 4.02 890 1.68 578 0.98
8 PIL. 2286 4.00 1518 2.87 q442 .57
9 BaF 1838 428 1620 3.06 40 0.07
10 BiF 1616 280 2292 4.98 230 0.39
All other 13658 24.40 21520 40.69 19136 32,59
Total 56978 100.00 52804 100.00 58720 100.00
4 1 B4F 7004 11.59 1068 208 041
2 X2L 4270 707 3314 6246 8.57
3 X3F 3956 6.55 8500 5700 7.82
4 CsL. 3940 6.52 1520 3068 421
5 X2F 3304 5.62 2276 4458 6.12
6 P3L. 8136 619 6654 7956 10.92
L) BIF 2920 4.83 1858 326 0.45
8 B5F 2206 .80 750 e s
9 H4F 2146 .55 - 688 0.95
10 PaF 2112 .50 938 3862 5.30
All other 26236 4178 28472 40262 55.26
Total 60410 100.00 44150 72854 100.00
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TABLE 14. (Continued)
i Rank V.8 Company 3 Company 1 Company 4
Grade
Pounds Percent Pounds Percent Pounds Percent
5 1 XaF 10046 1249 5202 9.30 5868 695
2 B4F 078 1047 640 113 264 031
3 B3F 6388 729 578 102 1042 123
4 X2F 6290 718 3808 6.69 7780 9.22
5 X2L 5078 5.79 6176 10.85 9210 10.92
6 BSF 4576 5.22 872 0.65 .

7 HAF a9z .64 504 0.60
8 X3L a102 864 018 6.89 242 1095
9 B4L 2548 201 BRE 1.03 204 0.35
10 PapP 2832 2.66 1624 2.85 314 3.9%
All other 33928 8N 33914 59.59 46860 55.54
Total BI648 10000 56010 10000 B4ST6  100.00
L 1 B4F 17768 14.84 460 112 1022 1.58
2 X3F 18126 1147 624 08 1129
3 BSF 10780 1 462 18 0.03
4 X2F 8244 6.89 8514 8162 12.61
5 X2L, 1808 409 6938 #7135 13,50
6 B3F 4624 878 612 86 121
7 X3L 866 528 4146 4628 715
8 BiL 3784 saz 456 606 0.94.
9 X4F 2000 242 3016 2482 .84
10 BSL 2736 2.28 108 258 0.40
All other 46628 48.87 17630 30700 I7.45
Total 119694 100.00 41024 64706 100.00
7 1 XaF 24672 14.90 11252 15.16 0188 16.20
2 BaF 1878 1041 1582 2.06 1158 204
3 X2F 12676 7.66 1846 6.53 904 1217
4 BSF 10136 6.12 2184 2,04 26 047
5 X3L 9814 5.93 8110 10.93 4898 8.64
6 BSF 6166 832 452 0.58 450 09
7 X4eF 6034 .64 8504 11.46 3538 6.24
8 HAF 5642 8.35 850 0.97
9 X2L 5206 8.20 6276 8.45 6204 1110
10 C5F 4800 2.90 432 0.58 1082 191
All other 63698 8847 30662 AL31 20888 8047
Total 165668 100.00 74230 100.00 56712 100.00
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TABLE 15. QUANTITY AND PERCENTAGE DISTRIBUTION OF
TOBACCO PURCHASED BY THE THREE MAJOR DOMESTIC

CIGARETTE MANUFACTURERS BY U. S. GRADES, FARM-
VILLE, SEASON 19381
Compnny 3 Company 1 Company 4

U, 8.

Grade
Pounds 1 Per- Pounds I Per- Pounds Per-
cent cent. cent
X3F 118,052 1284 47,806 62 BT.810 9.63
PIL 70,128 7.96 103,808 16.52 76,452 1274
B4F 69,588 7.90 7,986 1.26 4592 0.76
X2F 49,856 5.66 27,030 430 45,710 7.62
BSF 5.65 7,926 116 718 0.12
PiL 428 104,580 16.63 44,948 749
P2L 3.84 18,268 .67 41,570 6.93
X3L 8.48 44,156 .02 51,246 8.54
X2L 310 41,692 6.68 57,480 9.58
X4F 8.07 * B0 0.01 19,680 3.28
PIF 25,882 2.93 15,262 243 38,114 5.52
BSF 25.210 2.86 6,074 0.97 4,082 0.68
H5F 23,420 2,66 6,100 0.97 2,116 0.35
H4F 28,922 2.65 5 5,388 0.90
BEF 17,626 1.99 2,046 0.42 192 0.08
BAL 15812 1.80 8,568 0.57 1970 0.3
B5L 15,738 179 2,090 0.33 1,258 021
All others 224,981 25.54 160,942 25.59 151,780, 2529
Total 880,775 100.00 628,904 100.00 600,104 100,00

. 8.

purchase:

srudes are listed in the order of quantity purchased by Company 3, the largest
r.



