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if the expansion proposal is the~ available alternative to
the current system, we recommend adopting it over the current
system.

v. RLco.mendations

In recent years, many states have ended unnecessary economic
regulation of the milk industry. Ti-le best example of this is the
decision of many states to terminate the direct regulaticn of
wholesale and/or retail milk prices. In 1970, 14 states directly
regulated wholesale or retail fluid milk prices.lS By 1984, only
six states continued to set prices.19 Thus, eight states
apparently concluded that market conditions in the fluid milk
industry aid not require continued economic regUlation. We are
aware of no evidence suggesting that these states have suffered
any reduction in the safety of their milk supply or the health of
their residents as a result of these changes. New York would be
following these precedents if its milk licensing program were
modified to eliminate unnecessary economic regulation.

The staff of the Federal Trade Commission recommends that
serious consideration be given to removing the current economic
restrictions on the entry of milk dealers. The current
regUlations may limit competi tion among milk dealers and
introduce unnecessary administrative impediments to the flexible"
operation of milk markets. They impose obvious administrative
costs on both the sta te and the firms and may resul t in exc~ssive

retail prices. Further, there is no evidence, of which we are
aware, that these regulations are needed to protect the health,
safety, and welfare of New York citizens. Thus, it appears that
New york consumers are likely to benefit from the elimination of
the existing geographic licensing restrictions.

Sincerely yours,

D~T.~
David T. Scheffman
Acting Di rector

The states that directly regulated prices in 1970 were
Alabama, California, Lo~isiana, Maine, Mississippi, Montana,
Nevada, North Dakota, Pennsylvania, South carolina, South Dakota,
vermont, Virginia, and Wyoming. See Manchester, supra note 12,
Table A-2.

19 These states are Maine, Montana, Nevada, North Dakota,
Pennsylvania, and Virginia. ~ Krueger, "An update of state

. Milk Control programs,· pairy Outlook and Si tue.tion, Economic
Research Service, USDA, 19S1. South Carolina discontinued price
regUlation subsequent to 1981.


