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HIGHLIGHTS

EUDA cheese--a new skim milk semisoft cheese developed by USDA ' s Dairy-

Products Laboratory, Eastern Utilization and Development Division, Agricultural
Research Service—has been sold successfully in tests in four supermarkets in

the Washington, D.C., suburbs

.

Study results indicate that EUDA could be a profitable addition to an
established commercial cheese producer's product line. EUDA could be sold at

a significantly lower price than those used during the test (64, 69, and 74

cents per pound) and provide manufacturer and retailer with their usual mark-
ups and returns.

Although the total size of the market that would be captured by EUDA if

it were widely available could not be determined, it accounted for at least 8

percent of total test-store sales of the types of cheese included in the study.
Besides EUDA, these were muenster, colby, cheddar, imitation pasteurized pro-
cess cheese spread, and American process. Sales of EUDA in the four supermar-
kets did not significantly affect the quantity of these other types of cheeses
sold

.

Among EUDA buyers questioned by telephone, a majority (75 percent) said
they planned to make additional purchases of the new product during a 4-week
period following the interviews. Among these buyers were a few who indicated
they did not usually purchase any type of cheese other than cottage, cream, or
grated. Although the percent expressing future intent to purchase is not
indicative of the actual number who would purchase, apparently the product was
well received by those who bought it.

EUDA is a natural- type cheese. Its average composition is approximately
56 percent moisture, 6 percent milkfat, and 38 percent nonfat milk solids. It

has a bland but distinct flavor.
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STORE TEST OF EUDA CHEESE IN FOUR SUPERMARKETS
IN THE WASHINGTON, D.C., SUBURBS

by
Herbert H. Moede and Naaman Seigle

Agricultural Economists
Marketing Economics Division

Economic Research Service

INTRODUCTION

Background

This limited-scale study was conducted to determine whether consumers
would purchase a new skim milk semisoft cheese if it were available in retail
stores

.

Per capita consumption of cheese made from whole milk and from part skim
milk increased during 1955-67 from 5.4 to 6.4 pounds for American and from 2.5
to 3.6 pounds for other cheese. 1/ This is in contrast to the downward trends
reported for fluid whole milk, butter, and evaporated whole milk during this
period.

Shifts in consumers' dietary habits and purchasing patterns have had a

significant impact on the sales of dairy products. Concern over the animal
fat content of dairy products undoubtedly has been significant in these shifts.
Both Government and the dairy industry-- through increased research, promotion,
and development of new or improved dairy products— are seeking new or improved
processes and products to increase consumption of dairy or dairy based products.
One new product, developed in Government research laboratories, is a skim milk
semisoft cheese. For store testing purposes, it was labeled and sold under the

name of EUDA cheese. This name was derived from the words Eastern, Utilization,
Department, and Agriculture. Whenever the term EUDA is used in this report, it

refers to this new skim milk semisoft cheese.

EUDA Cheese Defined

EUDA cheese was first developed on a laboratory scale several years ago

by R. E. Hargrove and F. E. McDonough in the Department's Dairy Products Labo-

ratory, Eastern Utilization Research and Development Division, Agricultural

Research Service. Recently, at the Dairy Products Laboratory cheese pilot

plant facility in Beltsville, Md
.

, H. E. Walter, A. M. Sadler, and W. A.

Mattingly worked out pilot plant procedures for commercial-scale production of

the new product.

EUDA cheese is made from cow's milk standardized at 0.6 percent fat,

compared with the 3.68 percent average fat test of U.S. milk production in

1/ Dairy Situation, Economic Research Service, U.S. Dept. Agr
. , DS-322,

Sept. 1968, p. 23.



1967. The average composition of EUDA cheese is approximately 56 percent

moisture, 6 percent fat, and 38 percent nonfat milk solids. The end product

is smooth, pliable, and, due to vacuum treatment of the cheese curd, free from
openings, and has a mild or bland cheeselike flavor.

Table 1 compares selected characteristics of EUDA cheese with character-

istics of most of the other types of cheese used in the test.

Table 1 .--Comparison of selected characteristics, five types of cheeses

Component EUDA ' Muenster Colby
|

Cheddar
American
process

31-34
35-39

25

1.5-1.8

4-7

54-58
28-29

2.2-2.7

28-30
42-44
23.0
1.8

31-33
37-40

24

1.7

30

Moisture content...:

Salt content :

40

23.2
1.5-1.7

1-5.18 1-0.79
Ratio
1-0.75 1-0.78 1-0.77

METHODOLOGY

The pilot study was conducted in four supermarkets in the suburbs of

Washington, D.C. Two of the test stores were located in Maryland and two in

Virginia. This area was selected for test purposes to effectively utilize
funds and personnel available there. Also, the cheesecutting, packaging, and

processing facilities were located within the metropolitan area. All EUDA
cheese used in this store test was produced in the Beltsville pilot plant.
For store-test purposes, 40-pound blocks of cheese were cut into wedge-shaped
pieces ranging in weight between 0.63 and 1.03 pounds, wrapped in cellophane,
and heat sealed. No mold inhibitors were used in this packaging.

Sales of five types of cheese were audited for an 8-week pretest period
which began March 18 and ended May 13, 1968. The types of cheese for which
sales were audited during that period, as well as during the testing period,
were muenster (two brands), colby (one brand), cheddar (three brands), imita-
tion pasteurized process cheese spread (one brand) , and American process (four
brands). These types of cheese and selected brands had the largest volume of

sales among those sold in the test stores. The assumption in the study was
that EUDA cheese sales would substitute for sales of these types and brands.
The test period for EUDA cheese, including the in-store demonstration week,
ran for a 13-week period from May 13 through August 10, 1968.

Audits were made on Monday of each week during the pretest and test
periods. Each store was visited by an enumerator at approximately the same
time each Monday. Sales for each week were obtained by adding deliveries to

the beginning inventory and subtracting the ending inventory from this total.
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This method, however, did not allow for packages of cheese, other than EUDA,
that had been removed from the shelf between audit periods by either store
personnel or salesmen because of mold or other objectional sales character-
istics. It was impractical to obtain an accurate count of these units since
the display cases were not checked at specific and regular intervals by these
people. Thus, sales of the selected cheese reported herein, other than EUDA,
will be overstated to the extent that cheese removed from the counter display
for these and other reasons was included in the reported sales figures.

Most people in the suburban metropolitan area who were made aware of the
new type of cheese were those who regularly shopped in the four test super-
markets or heard about the cheese by word of mouth.

Product promotion consisted of the use of point-of-purchase material (one
or two printed signs over the EUDA cheese display) throughout the test period
and in- store demonstrations (product sampling) on Thursday, Friday, and Satur-
day of the first week EUDA cheese was placed on sale in the test stores.
During the test, the advertising media--newspapers , radio, or television—were
not used to tell the public about the new product.

Names, addresses, and telephone numbers of persons who bought EUDA cheese
on Thursday, Friday, and Saturday of the introductory week were obtained by

the in-store demonstrators. A random sample of these purchases was selected
and they were contacted by telephone beginning the third week following the

introductory week. They were asked whether they had purchased more EUDA cheese

since their original purchase, whether they intended to purchase additional

quantities of EUDA cheese, and their usual cheese-buying patterns.

THE STORE TEST

Pretest Period Audit

Tables 2 and 3 show cheese sales during the pretest audit period, intro-

duction and in-store demonstration week, and the 12-week store test period.

During the pretest audit period, which included 4 weeks of the Lenten

period plus the Easter weekend, sales of the five types of cheese included in

the test averaged 1,289 pounds per week for all four stores combined. This

represented average weekly retail sales of $1,071.75.

A consistent weekly sales pattern was expected. This, however, did not

occur. Sales of individual types of cheese varied widely from week to week.

For example, during the pretest period, weekly sales of muenster ranged from

a low of 165 pounds to a high of 297 pounds, colby from 15 to 34 pounds,

cheddar from 109 to 270 pounds, imitation pasteurized process cheese spread

from 90 to 178 pounds, and American process from 402 to 1,176 pounds. Total

sales of these five products ranged from 931 to 1,859 pounds during the 8-week

period. Except in one instance during the pretest audit period, advertised

cheese specials did not appear to significantly affect the week-to-week varia-

tions in sales of the types of cheese included in the study. In the sixth



Table 2. --Quantity sold of selected types of cheese in four supermarkets in the
Washington, D.C., suburbs, March 18-August 10, 1968

Week
1/

Type

Survey period
Muenster

:

Colby : Cheddar

Imitation
pasteurized

process
cheese spread

: American
•process

: EUDA

: v : Total

Pounds Pounds Pounds Pounds Pounds P ound s Pounds
1

2

164.6
216.0

33.5
24.0

242.7
161.4

242.0
118.0

1176.1
814.1

1,858.9

1,333.5
3 179.3 24.5 188.6 160.0 790.6 1,343.0
4 191.9 17.0 162.9 90.0 549.7 1,011.5
5 225.1 20.5 270.4 178.0 508.1 1,202.1
6 297.1 19.5 221.0 116.0 670.1 1,323.7
7 296.6 14.5 109.3 108.0 402.3 930.7

8 261.4 21.0 193.6 160.0 673.1 1,309.1
Demonstration
and introduction 9 266.3 30.5 120.7 130.0 433.6 846.6 1,827.7

Test 10

11

371.5
255.7

27.5
15.5

185.5
267.9

154.0
96.0

575.1
618.4

220.0
195.9

1,533.6
1,449.4

12 289.4 24.5 205.4 138.0 659.1 181.8 1,498.2

13 310.9 35.0 219.2 110.0 964.6 144.4 1,784.1
14 228.3 23.5 167.2 222.0 546.4 135.3 1,322.7
15 275.5 21.0 203.1 62.0 550.2 161.0 1,272.8
16 330.6 22.0 152.8 162.0 693.3 122.0 1,428.7

17 214.7 25.5 120.7 124.0 594.9 108.7 1,188.5
18 194.2 27.0 208.9 214.0 401.1 122.0 1,167.2

19 133.9 24.5 193.8 168.0 678.6 112.1 1,310.9

20 142.1 21.0 142.7 342.0 679.5 109.6 1,436.9
21 106.3 2.7.0 201.5 298.0 603.1 106.2 1,342.1

Average, 8-week j>retest 229.0 21.8 193.7 146.5 698.0 --- 1,289.1

Average, 12 -week 1:est
237.8 24.5 189.1 174.2 625.9 143.3 1,394.6

Change between pe

in average sales

:riods :

+8.8 +2.7 -4.6 +27.7 -72.1 +143.3 +105.5

1/ Stores were closed on Monday of the 5th week for Easter, Thursday of the 11th week
for Memorial Day, and Thursday of the 16th week for Independence Day holidays.
2/ EUDA cheese prices were increased 5 cents per pound at the beginning of the 14th

week and decreased 10 cents per pound at the beginning of the 18th week.



Table 3. --Value of sales of selected types of cheese in four supermarkets in the
Washington, D.C., suburbs, March 18-August 10, 1968

Week

: 1/

Type

Survey period
:
Muenster Colby

:
Cheddar;

Imitation
pasteurized

process
cheese spread

•American 1

: process :

EUDA
2/ Total

1

: Dollars
147.04

Dollars
38.19

Dollars
242.55

Dollars
83.49

Dollars
1,024.51

Dollars Dollars
1,535.78

2 197.78 27.36 172.01 40.71 726.97 1,164.83
3 152.85 27.93 171.18 55.20 698.84 1,106.00
4 160.78 19.38 147.35 31.05 485.81 844.37
5 190.48 23.37 259.79 61.46 448.25 983.35
6 249.32 22.23 215.36 40.02 596.51 1,123.44
7 245.38 16.53 99.89 37.26 354.21 753.27
8 213.66 23.94 177.44 55.20 592.71 1,062.95

Demonstration :

and introduction 9 235.08 34.77 118.61 44.85 382.17 584.15 1,399.63

Test 10 307.93 31.55 168 65 53.13
33.12

507.51
544.75

151.80
135.17

1,220.37
1,204.1911 221.05 17.67 252.43

12 255.29 27.93 182.87 47.61 579.20 125.44 1,218.34
13 273.93 39.90 201.91 37.95 795.38 99.64 1,448.71
14 201.09 26.79 149.64 76.59 480.71 100.12 1,034.94

"
: 15 239.60 23.94 189.12 21.39 484.73 119.14 1,077.92

16 288.99 25.08 136.99 50.34 563.25 90.28 1,154.93
17 : 195.41 29.07 113.37 41.61 519.11 80.44 979.01
18 : 170.11 30.78 184.60 71.94 353.27 78.08 888.78
19 120.75 27.93 170.21 57.96 599.03 71.74 1,047.62
20 133.49 23.94 135.09 111.15 600.96 70.14 1,074.77
21 : 96.34 30.78 187.33 102.81 530.49 67.97 1,015.72

Average, 8-week {>retest: 194.66 24.87 185.70 50.55 615.98 --- 1,071.75

Average, 12 -week test :

208.67 27.93 172.68 58.80 546.53 99.16 1,113.78

Change between pe

in average sales

:riods : +14.01 +3.06 -13.02 +8.25 -69.45 +99.16 +42.03

1/ Stores were closed on Monday of the 5th week for Easter, Thursday of the 11th

week for Memorial Day, and Thursday of the 16th week for Independence Day holidays.

2/ EUDA cheese prices were increased 5 cents per pound at the beginning of the 14th

week and decreased 10 cents per pound at the beginning of the 18th week.
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week, however, one brand of American process cheese was on sale at 10.5 cents

per pound below its regular price. In that week, total sales for the four

stores of American process cheese rose 162 pounds above the previous week's
level.

Generally, the Lenten season is considered one of the best seasons for
cheese sales. However, combined sales for muenster and cheddar in the four
stores averaged higher during the 4-week period after Easter than during the

preceding 4 weeks of the Lenten period.

Test Period Audit

Table 4 shows the total quantity of EUDA cheese available and its

disposition during the testing period.

Approximately one-fifth of the EUDA produced for this store test (19.6
percent) could not be sold due to the formation of mold on the cheese during
the test or the cheese drying out due to improper packaging. Data for similar
mold problems with other cheeses were not available for reasons mentioned
earlier. These two items do not represent a serious problem in marketing EUDA
since they can be reduced or eliminated by using a mold inhibitor and plastic
instead of cellophane wrapping. The use of a plastic wrap may require flush-

ing the package with a neutral gas such as nitrogen. In addition to improving
the packaging, this also would aid in reducing the mold.

Table 4. --Quantity and retail value of EUDA cheese used in four supermarkets
during introductory week and 12-week store test, May 13-August 10, 1968

Item : Quantity : Percentage : Retail
value

: Pounds
Produced for store test : 3,534.2

Less : :

Removed from stores at time of :

price change : 209.2
Not sold due to defective :

packaging : 156.0
Not sold due to mold : 535.4
Used by in- store demonstrators...: 68.

1

EUDA cheese sold during entire :

store test : 2,565.5

EUDA cheese sold during in- store :

demonstration week : 846.5

EUDA cheese sold during 12-week :

audit period : 1,719.0

Percent
100.0

5.9

4.4
15.2

1.9

72.6

24.0

48.6

Dollars
2,434.88

147.38

107.64
358.76
46.99

1,774.11

584.15

1,189.96



During the 12-week store test, average sales for three types of cheese
(muenster, colby, and imitation pasteurized process cheese spread) were above
and two (cheddar and American process) were below the levels recorded for the
8-week pretest audit period (table 2). 2/ Advertised specials may have had
some effect on the sales of muenster and imitation pasteurized process cheese
spread during this period. Fdr example, muenster was on sale for 3 days in the
12th week at 8 cents per pound below its regular selling price. The cheese
spread was an advertised special for 3 days in the 20th test week at 2 cents
per pound less than its normal selling price.

Despite the use of price specials for two of the types of cheese audited
during the store test, the recorded shifts appear to indicate that sales of
EUDA displaced, to some extent, purchases of cheddar and American process
cheese. To determine the degree of significance for the differences between
pretest sales and sales during the store test period, "t" values were calcula-
ted. (The "t" test is a statistical procedure used to determine whether the
difference between two averages or means is statistically significant or should
be considered due primarily to chance.)

Table 5 shows the average difference among sales of the five types of
cheese audited before and during the market test, computed "t" values, table
"t" values, and the significance of the differences.

Table 5. --Differences in average sales of five types of cheese before and
during EUDA store-test period (18 degrees of freedom)

Difference :

between :

average sales:

iii.il value
Type Calculated : Table

: 95% level
: Significance

Pounds
+ 8.8

+ 2.7

- 4.6

+ 27.7

• - 72.1

+105.5

0.84

1.14

0.17

0.85

1.47

0.39

2.10

2.10

2.10

2.10

2.10

2.10

Not significant

Colby :

ii it

Imitation pasteurized
process cheese spread.

.

n n

ii ii

Total sales, five
ii n

2/ To isolate the effect of product promotion, data for the week in which

EUDA cheese was first placed on sale and in- store demonstrators were used has

been excluded from the analysis.
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The values shown in this table indicate that sales of EUDA did not

significantly affect total or individual sales of the five audited cheese

types in the four stores during the store test. Thus, it can be inferred that

the sales of EUDA cheese in the stores sampled tended to increase total cheese

sales rather than replace sales of any of the five types of cheese used in

this study for comparison purposes. The substitution that occurred does not

appear to be significant because of the wide week-to-week variations in the

sales patterns for these types of cheese.

EUDA cheese sales during the store test, excluding the introductory week,

ranged from a high of 220 pounds per week to a low of 106 pounds (table 2).

During the 12-week period, these sales averaged 143 pounds per week for all

four stores combined. Sales of the comparable types of cheese, except for

colby, averaged higher than EUDA sales during this period.

During the first 4 weeks of the test, EUDA sold for 69 cents per pound;

during the second 4-week period, 74 cents per pound; and for the last 4-week
sales period, 64 cents per pound. Sales of EUDA cheese followed a general
downward trend week after week until the end of the test period. Whether this

decline would have continued is not known.

Following the price increase of 5 cents per pound for EUDA at the end of the

13th week of the study (i.e. fourth week of the store test), sales decreased
by 9 pounds during the 14th week of the study but increased by 26 pounds the

following week. On the other hand, following the price decrease of 10 cents
per pound at the end of the 17th week, total sales for the following week
increased by 14 pounds and then declined by 9.9, 2.5, and 3.4 pounds, respec-
tively, in the 19th, 20th, and 21st weeks. By the end of the test period, EUDA
cheese was selling at a rate of 106 pounds per week for all four test stores,
compared with a 220-pound-per-week figure at the start of the test. For the

test stores, this indicates that price may not have been as important as other
factors, such as -odd package sizes or promotional effort, in affecting pur-
chases of EUDA cheese during the test peribd.

Another test of the marketing success of a new product is the share of
the market the product captures after its introduction. Table 6 shows the
shares of the market each of the cheese types had before the test period and
after the test with the introduction of EUDA cheese.

At the end of the test period, EUDA cheese captured about 8 percent of
the sales for the cheese types studied in the test stores (table 6).

To use the absolute percentage differences as an indication of the degree
of market penetration would not be correct since the "t" tests on total sales
indicated that the differences in average sales between the two periods on a

poundage basis are not significant. In effect, the data only infer some
substitution of EUDA cheese sales for sales of muenster, cheddar, and American
process cheese.

From a merchandising standpoint, product sales per lineal foot of display
space is an important measure. Retailers use this figure to determine the most
efficient use of shelf and display space.



Table 6. --Market shares of selected types of cheese based upon total pounds sold
in four supermarkets in the Washington, D.C., suburbs, March 18-August 10, 1968

: Week

: 1/

Type of cheese

Survey period
Muenster Colby : Cheddar

Imitation
. pasteurized

,
process

: cheese spread

'American
process

: EUDA

:
y Total

Percent Percent Percent Percent Percent Percent Percent
Pretest 1 8.9 1.8 13.0 13.0 63.3 — 100.0

: 2 16.2 1.8 12.1 8.8 61.1 100.0
3 13.4 1.8 14.0 11.9 58.9 — 100.0
4 19.0 1.7 16.1 8.9 54.3 — 100.0
5 18.7 1.7 22.5 14.8 42.3 — 100.0
6 22.4 1.5 16.7 8.8 50.6 — 100.0
7 31.9 1.6 11.7 11.6 43.2 — 100.0
8 20.0 1.6 14.8 12.2 51.4 — 100.0

Demonstration
and introduction; 9 14.6 1.7 6.6 7.1 23.7 46.3 100.0

10 24.2 1.8 12.1 10.0 37.5 14.4 100.0
11 : 17.6 1.1 18.5 6.6 42.7 13.5 100.0
12 : 19.3 1.6 13.7 9.2 44.0 12.1 100.0
13 : 17.4 2.0 12.3 6.2 54.0 8.1 100.0
14 17.3 1.8 12.6 16.8 41.3 10.2 100.0
15 21.6 1.7 15.9 4.9 43.2 12.7 100.0
16 23.2 1.5 10.7 11.3 44.8 8.5 100.0
17 18.1 2.1 10.2 10.4 50.1 9.1 100.0
18 16.6 2.3 17.9 18.3 34.4 10.5 100.0
19 10.2 1.9 14.8 12.8 51.7 8.6 100.0
20 9.9 1.5 9.9 23.8 47.3 7.6 100.0
21 7.9 2.0 15.0 22.2 45.0 7.9 100.0

Average, 8-week \
jretest

21.5 1.6 14.3 10.9 51.7 --- 100.0

Average, 12-week test
17.0 1.8 13.6 12.5 44.8 10.3 100.0

Change between p<

in average sales

sriods
-4.5 +0.2 -0.7 +1.6 -6.9 +10.3

1/ Stores were closed on Monday of the 5th week for Easter, Thursday of the 11th
week for Memorial Day, and Thursday of the 16th week for Independence Day holidays.

2/ EUDA cheese prices were increased 5 cents per pound at the beginning of the 14th

week and decreased 10 cents per pound at the beginning of the 18th week.
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Tables 7 and 8 show the sales per lineal foot by type of cheese for

pretest audit, introductory week, and test market periods.

These data have been adjusted to reflect the changes in display space

which occurred during the entire 21-week period. Comparing EUDA sales with
the sales for the five types of cheese audited during the pretest period,

average sales of EUDA cheese per lineal foot exceeded sales recorded for three

of the five types of cheese. On a dollar basis, EUDA sales exceeded sales of

two of the five types. This is especially significant since no product promo-

tional efforts, except for the introductory week, were used during the test

period. Sales of EUDA cheese in the test stores provided a return per lineal

foot that would justify marketing this product beyond the store-test stage in

these stores.

EUDA Cheese Purchasers' Reactions

On Thursday, Friday, and Saturday of the week EUDA cheese was placed on

sale in the four test stores (ninth week), in-store demonstrators obtained the

names of 661 persons who bought the new cheese. During this introductory week,

1,020 packages of EUDA were sold. In general, each purchaser took one package.
Therefore, if we assume that for each name obtained one package was bought,
the 661 names represented approximately 65 percent of all the test product
purchasers during the week. Sales during the 3-day demonstration period
amounted to 72 percent of all EUDA cheese sold in that week.

A random sample of 300 persons was selected from those giving their names
to the in-store demonstrators. These persons were telephoned to determine
whether they made additional purchases of EUDA, the total number of packages
of EUDA that had been purchased at the time of the telephone contact, whether
they planned to buy additional quantities of EUDA cheese, and the usual fre-
quency of cheese purchases (excluding cottage, cream, and grated cheese). An
initial telephone call and as many as three callbacks were made to obtain
interviews with the persons in the sample.

Telephone interviews were started on June 3 (3 weeks after the in-store
demonstration) and were completed on June 19, 1968. From this sample of 300
persons, 271 completed schedules were obtained.

For analysis purposes, 19 completed schedules were eliminated because
"don't know" answers were supplied for one or more questions or part of a

question. Thus, a total of 252 complete schedules were used.

Consumers' responses to the few questions asked in the telephone survey
did not provide information in depth, nor can they be used for projection pur-
poses. However, they do provide some indication of the thoughts of buyers on
the new product.

Table 9 presents a breakdown of the completed schedules in terms of repeat
purchasers and nonrepeat purchasers of EUDA cheese as reported in the telephone
interviews

.
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Table 7. --Quantity sold per lineal foot of display space of selected types of
cheese in four supermarkets in the Washington, D.C., suburbs, March 18-
August 10, 1968

: Week
1/

Type of cheese

Survey period
Muenster

:

Colby Cheddar:
Imitation :

pasteurized .

process
cheese spread:

American
process

EUDA

2/

Pounds Pounds Pounds P ound s Pounds P ound s

1 33.6 23.9 36 8 45.7
22.3

74.4
51.52 44.1 17.1 24.5

3 36.6 17.5 28.6 30.2 50.0
4 39.2 12.1 24.7 17.0 34.8
5 45.9 14.6 41.0 33.6 32.2
6 60.6 13.9 33.5 21.9 42.4
7 60.5 10.4 16.6 20.4 25.5
8 53.3 15.0 92.3 30.2 42.6

Demonstration
and introduction 9 54.3 21.8 18.3 24.5 27.4 184.0

Test 10

11

75.8
52.2

19.6
11.1

28.1

40.6
29.1
18.1

36.4
39.1

47.8
42.6

12 59.1 17.5 31.1 26.0 41.7 39.5
13 70.7 25.0 33.2 16.2 66.5 35.2
14 51.9 16.8 25.3 32.6 37.7 33.0
15 62.4 15.0 30.8 9.1 37.9 39.3
16 75.1 15.7 23.2 23.8 44.1 29.8
17 48.8 18.2 18.3 18.2 41.0 26.5
18 44.1 19.3 31.7 31.5 27.7 29.8
19 30.4 17.5 29.4 24.7 46.8 27.3
20 32.3 15.0 21.6 45.6 46.9 31.3
21 24.2 19.3 30.5 39.7 41.6 30.3

Average, 8-week
\
pretest

46.7 15.6 29.4 27.7 44.2 ---

Average, 12 -week test
52.3 17.5 28.7 26.2 42.3 34.4

Change between p<

in average sales

;riods
+5.6 +1.9 -.7 -1.5 -1.9 +34.4

1/ Stores were closed on Monday of the 5th week for Easter, Thursday of the 11th

week for Memorial Day, and Thursday of the 16th week for Independence Day holidays.

2/ EUDA cheese prices were increased 5 cents per pound at the beginning of the 14th

week and decreased 10 cents per pound at the beginning of the 18th week.
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Table 8 --Value of sales per lineal foot of display space of selected types of
cheese in four supermarkets in the Washington, D.C., suburbs, March 18-

August 10, 1968

Week
1/

Type of cheese

Survey period
Muenster Colby : Cheddar:

Imitation
pasteurized *

process •

cheese spread:

American
process

EUDA

I
2/

Dollars Dollars Dollars Dollars Dollars Dollars
1 30.01 27.28 36.75 15.75 64.84
2 40.36 19.54 26.06 7.68 46.01
3 31.19 19.95 25.94 10.42 44.23
4 32.81 13.84 22.33 5.86 30.75
5 38.87 16.69 39.36 11.59 28.37
6 50.88 15.88 32.63 7.55 37.75
7 50.08 11.81 15.13 7.03 22.42
8 43.60 17.10 26.88 10.42 37.51

Demonstration
and introduction 9 47.98 24.84 17.97 8.46 24.19 126.99

Test 10

11

62.84
45.11

22.39
12.62

25,55
38.25

10,02

6.25

32.19
34.48

33.00
29.38

12 52.10 19.95 27,71 8.98 36.66 27.27
13 62.26 28.50 30.59 5.58 54.85 24.30
14 45.70 19.14 22.67 11.26 33.15 24.42
15 54.45 17.10 28.65 3.15 33.43 29.06
16 65.68 17.91 20.76 7.40 38.84 22.02
17 44.41 20.76 17.18 6.12 35.80 19.62
18 38.66 21.99 27.97 10.58 24.36 19.04
19 27.44 19.95 25.97 8.52 41.31 17.50
20 30.34 17.10 20.47 14.82 41.45 20.04
21 21.90 21.99 28.38 13.71 36.59 19.42

Average, 8-week
]
pretest

39.73 17.76 28.14 9.54 38.99 ---

Average, 12-week test
45.91 19.95 26.16 8.87 36.93 23.76

Change between p
in average sale

sriods
+6.18 +2.19 -1.98 -.67 -2.06 +23.76

1/ Stores were closed on Monday of the 5th week for Easter, Thursday of the 11th
week for Memorial Day, and Thursday of the 16th week for Independence Day holidays.

2/ EUDA cheese prices were increased 5 cents per pound at the beginning of the 14th
week and decreased 10 cents per pound at the beginning of the 18th week.
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Table 9. --Repeat purchase patterns of EUDA cheese reported in telephone
interviews

Item Number Percentage

70

182

Percent
28

72Did not make additional purchase..

Total 252 100

Repeat purchasers of EUDA reported that they had bought an estimated 179
pounds (total for all) by the time they were contacted by telephone (table 10).
This includes the quantities purchased during the in-store demonstration period
and represents about 11 percent of the total quantity of EUDA cheese sold
during the first 4 weeks of the store test and the in-store demonstration week
(table 2).

When the repeat purchasers were asked if they expected to purchase
additional quantities of EUDA cheese in the 4-week period following the tele-
phone contact, 68 of 70 respondents reported they planned additional purchases.
The new product attracted some new cheese buyers into the market. This latter
group accounted for 3 percent of the repeat purchasers. Those who said they
would not make additional purchases also accounted for 3 percent. These fig-

ures do not represent the same reports being recorded in two separate categories.

Table 10. --Repeat purchasers: Amount of EUDA cheese purchased at time of

telephone interview, classified by reported usual purchasing pattern

for cheese except cottage, cream, and grated

Usual frequency of
cheese purchase

Repeat purchasers 'Reported quanti

purchased 1/

ty;
Percentage of

Number Percentage
cheese

purchased

Several times a week. 4

43
19

2

2

Percent
6

61

27

3

3

Pounds
16

110

44
4

5

Percent
9

61

25
2

New cheese buyers 2/. 3

70 100 179 100

1/ Units purchased converted to pounds, using a factor of .82 pound as the

average weight per retail unit.

2/ Refers to persons who reported that they do not usually purchase or use

cheese other than cottage, cream, or grated.
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When nonrepeat purchasers at the time of the interview were asked about

future purchase intentions, 55 of 182 (30 percent) reported they did not plan

to make more purchases of EUDA, while 7 people (3 percent of those in the

nonrepeat category) stated they would not be making any purchases within the

next 4-week period. Also, 3 persons (2 percent of the nonrepeat purchasers)

who did not usually buy cheese (excluding cottage, cream, and grated) planned

to purchase EUDA within the 4-week period. These, of course, would be classi-

fied as "new" cheese buyers. (See footnote 1, table 10.)

Three-fourths of all 252 persons interviewed indicated that they planned

to make additional purchases of EUDA cheese in the 4-week period following the

interview. Information obtained during the telephone interviews indicates

that many buyers of EUDA cheese reacted favorably to the new product and that

some who do not usually purchase natural ripened or processed types of cheese

might become users of the new cheese.

COSTS AND MARGINS FOR EUDA CHEESE.

Production costs and marketing margins will have a major part in the

final decision on whether EUDA cheese should be placed on the market. 3/ Table
11 shows the estimated variable costs to make 100 pounds of EUDA cheese. Fluid
milk prices used in these computations are the February 1968 Class II fluid
milk prices and Class II butterfat differentials in the Washington, D.C.,
Federal Milk Order Market. 4/ These were $4.01 per cwt . for Class II fluid
milk and a Class II butterfat differential of 8.1 cents. The price used for

nonfat dry milk was the February wholesale price reported in the May 1968 issue
of the Dairy Situation. 5/

The estimated storage costs for curing are representative of commercial
cold storage costs in metropolitan Washington at the time of the study. For
any specific cheese plant operation, these costs as well as the manufacturing
costs would differ from those in the District of Columbia area.

To estimate into-retailer warehouse costs and calculate gross profit on
sales, the following additional items must be added to the preceding manu-
facturing costs: Manufacturers' markup on cost is estimated at 5 cents per
pound; intercity transportation costs were 2 cents per pound. 6/

_3/ For information related to pilot plant operations see H. E. Walter
paper entitled, "Semi-Soft Skim Milk Cheese--A Pilot Plant Procedure."

4/ February 1968 Summary, Federal Milk Order Market Statistics, Consumer
and Mktg. Serv., U.S. Dept. Agr

. , FM0S-98, April 1968, p. 4.

5/ Dairy Situation, Econ. Res. Serv., U.S. Dept. Agr., DS-322, May 1968,
p. 2.

_6/ These latter estimates are based upon material reported by the National
Commission on Food Marketing. Cost Components of Farm- Retail Price Spreads for
Foods, Technical Study No. 9, Nat. Com. on Food Mktg., Washington, D.C., June
1966, p. 34.
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Pounds Cents Dollars
883.2 1.17 9.75
13.0 19.80 2.57
158.1 4.01 6.34

3.3 29.53 .97

64.0 2.00 1.28
20.91
7.00
6.00
0.68

Table 11. --Estimated variable manufacturing costs for 100 pounds of EUDA
cheese 1/

Component Quantity Per pound Total cost

Skim milk
Low heat nonfat dry powder
Whole milk (3.5 percent butterfat)
Cream (35 percent butterfat)
Starter
Total ingredient cost
Manufacturing cost 2/

Packaging costs (wedge cuts) ....

Storage costs (curing, 6 weeks).

Total manufacturing costs ' 34.59

1/ Basic formula quantities and labor costs supplied by Homer E. Walter,

Dairy Products Laboratory, ARS, Beltsville, Md.

2/ Estimated to be the same as total manufacturing costs for cheddar cheese,

i.e., $7.00 per cwt.

Into-retailer warehouse costs for 100 pounds of EUDA cheese are estimated
to be

:

Materials, processing, packaging, and curing $34.59
Manufacturers' markup „ . . 5.00
Intercity transportation 2.00

Total cost per 100 pounds $41.59

During the store test, excluding the introductory week, EUDA cheese was
sold at 69, 74, and 64 cents per pound for 4-week periods. On the basis of

the foregoing estimates, estimated gross profits on sales at these prices
would have been 27.4, 32.4, and 22.4 cents per pound. These estimated gross

profit figures do not include allowances for the retailer's warehousing and

store-delivery costs.

According to Washington metropolitan area food merchandising executives,

the markup on cost used in pricing cheese generally averages about 39 percent.

This provides an average margin on the retail price of 28 percent.

Table 12 presents estimates of gross profits on sales of selected types

of cheese and of EUDA cheese based on the preceding cost figures.

* U. S. GOVERNMENT PRINTING OFFICE : 1 969— 3^*3 -^96/ERS- 7^
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Table 12 .--Estimated gross profit on sales of selected types of cheese
during 12-week store test

Type

Into-retailer

warehouse
cost

Weighted average
selling price of
brands audited

during store test

Estimated gross

profit based on
selling price

Muenster ,

Cheddar „ „ . .

,

American process,
EUDA

,

Cents per pound
63.2

65.7

62.9
41.6

Cents per pound
87.8
91.3
87.3
69.2

Percent
28
28
28
40

The estimated gross profit for EUDA cheese indicates that it might be
sold at significantly lower prices than those used during the test period.
In fact, if EUDA were sold at an average price of 58 cents per pound, the
estimated gross profit on selling price would have been 28 percent—a figure
comparable with the normal margin on selling price which generally prevails in
the Washington, D.C., suburbs for the types of cheese studied.


