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Los Angeles Di'l:ision
'oW. The headquarters of Creameries ' Los Angeles Division "-

located in Los Angeles, where Creameries also operated an ice cream
plant. The Division, in addition, had a milk processing plant at

Pasadeni1 (CX 16-2: 218). The milk plant was operated under the
name Crown City Dairy, and the ice cream plant operated as Va1Jey
Iaid Creameries (CX 16-2: 23 , 2J). The Los Angeles Division

distributed its ice cream under the brand nmnes Val1ey :.Iaicl and
American IIostess. It distributed its milk , bnttermilk , cottage cheese
and butter and eggs nnder the brand narne Valley ::Taid- Cro\Yn City
(CX 16-2: 218).

50. At the time of thc acquisition , the VaJley )Ja.id ice cream plant
in Los Angeles \vas located in t well-constructed building and was in
good condition. It nlanl1facturecl bulk and package icc cream and ice
cream novelties. It had a freezing capacity of 600 gallons per day.

The processing equipnlCnt was relatively ncw and w"ell maintained.
The volume of the plant was capi1ble of being expanded by the addi-
tion of hardening room space (CX 16-Z 23). The Crmm City milk
plant in Pasnclcna was located in an old bnilding and was in poor
condition. It proces ed about. 7 500 gallons a day and had IITST
pasteurizing eqllipment. and automatic paper and glass filling equip-
ment. However , most of this equipment was in only fail' condition
and t.he refrigeration equipment ,,-as in pOOl' condition (CX 1G-
24). Hespondent operated fL cOinbination milk and ice cream pbnt in
Pflsaclena , the plant being known as the Fosselman plant (E. ;17;")8
378G). Shortly after the merger, respondent transferred its milk

processing frOlll the Fosselman pbnt to Cremneries : Crown City
plant in Pasadena (R. 3786). It continued to operate Creameries
Yalley :Maid ice Cl'eanl pla.nt in Los -\Jlgeles until late 10;")-: 01' early
1035 , when it moved all of its ice cream production to its mnl Fosscl-
111all plant ill Pasadena and sold the Valley )Iaicl plant (Ii. 38.,

3702).
51. The Los Angeles Division was Creameries : smallest and least

profitable division ill California. .Its net sales in 1D51 "-ere 8:2.959 186
compared to net sales of 8;) 620 18:2 by the San .Tosp DiTisioll and
S-: :2D 063 by the Bakersfield Di,-jsion. The sales of tJw Los \.l1geh'
Division in that year represe.nt.ed 6.67% of the comlxllY s total sales

(CX 16-2 114). In 1052 the Los Angeles JJi\"ision hoel 0 loss of
$82 251 , compared to net. earnings , before taxes, of 82;")0;764 for the
Bakersfield Division , i1Ild S.8 07;') for tbe San Jose Di \"Islon (eX
16-Z 2H- ). In the first four months of lU;33 the Los Angeles Diyisiol1
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haclllet sales of L121 401 ont of total company snJes of Sl-i 807A-53

(CX 16-Z 122). It had a loss on such saies of $13 106.

3:!. As ill the. case of the other c1ij"isions selling da,iry proclnets , the

Jnl'g'C'st propOl'tioll of the sales of the Los A. ilgeles Diyisioll consisted
of fluid milk and cream pl'o(1ncts. For the 12 months ending Decell-
1)(1' ;J1, 1D;)2 : the milk sales of the Los \.ngclcs Division amounted to
:2J; )i))71 grdlo11S , compared to ice cream sale,s al1OlUJting 1:070;j.DI5

ga110ns (CX 16-% 206). Dming the Drst 10 months of 1D;,O , the Di
yision had a net loss of $107 2-!7 on its ice cream sales , cOlnpared to a
loss of Sli 821 on its mi1k sales (CX 1G-Z 118).

3:3. Respondent f1nc1 Creameries dist.rihuted dairy products from
their respeetin'- Los Angeles find Pasadena plants , predominantly in
the Greater 1--08 Angeles Axea , altllo1lgh respondent has distributed
frozen dairy products as far sont11 as San Diego throllgh an arrange-
ment with n dairy company rdliliated ,yith a, gronp of grocery chain
stores (n. ;180:') 381 0

, ;:)

\1-!). Althongh selling ,Ylthin the SHIne general
area ill sOlltllPl'n CaJifol'nia , respondent and Crenrneries catered to
somewhat different types 01 cnstonwl's. Insofar as it c1ish'ibuted at,
wholesale, Cre,lmel'ies sold lar 'l'ly to restanrants

, "

)1011 and Pop
grocery stores ancl other sInal! retail esta bl isln,nents (It 38:38).
Creameries had little supermarket. business (H. 88:17). Hesponc1ent
on the othpr IJ mcl , luHl fl substantial fl1l0nnt of supermarket bnsiness.
A large proportion of its ice cream production "-as distributed
throngh another company, .Tersey IHic1 :JIilk Products Co. whir,

as owned by a nmnber of snpel'markets and for which respondent
m;lnnfn tl1recl ice ('ream nIlder a special al'rallgmnellt pnrsnant to
which it receiypd a fee for the nse of its facilities (R.. 3(03).

;)-

1. In 18,'52 tbere ,,-ere 13:) companies distribnting 11nid milk in the
Lo:-.

:\.

ngeles marl et area , as c1eJinec1 by the State of California. Of
these , 17 companies ,yere considered to be respondent s and Cream-
eries

' "

principal competitors" (CX 1G-Z 262, p1'. 10-13). The six
companies with tllC Jargest yollllle in the area were: Arden Farms
Golden State , Carnation , I nndsen Creamery, ,Adohr filk Farms and
Challenge Cream 8: Butter Association. In addition to the 17 prin-
ciprll competitors , there were four .so-called "capti,"e creflmeries
affiliated with retnil grocery chains. There were approximately 200
c1isiTibntors of frozen dairy pl'ocluets in the area , of whicl1 14 were
considered to be Creameries

' "

principal compet1tors ' jn that line of
commerce. The largest of these ,\ere: Arden Farms , Golden State
Cfll'nation , Challenge , Beverly l)ftiries Iinid:: Ice Cream , Balian Ice
Cream and S,,-ift. In adc1itjon to t.hesc companics there were nine
specialty companies distributing frozen dairy product.s through their
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0\\11 or affJiated stOl' , or selling directly to the consumer , such as
Good Humor (CX 16-2 262, pp. 14--16).

55. As in the case of the northern Cnl i (ornia, nrcn , complfLint

counsel ancl respondent arc in disagreement concerning the area of
effective competition in ",-hich to weigh the probable competit.lye im-
pact or the acquisition , insofar as it inyolvcs the operations or Cream-
el'ies Los Angeles Division. Complaint counsel contend that the area
of effective competition is the Los Angeles marketing area , a.s deiined
by the State of California for purposes of establishinp; 111inimun1

prices on flnid rnilk. This market consists essentially of Los Angeles
County, including the city of Los Angeles. CompJaint counsel propose
tbe same geographic market area. for both flllid milk and frozen dairy
products. Respollc1ent like"ise proposes I1n "almost ic1entjcal' a.rea, of

e;fl'eetive competition for both products, but cont.ends that the area
is all of southern Ca,lifornia. Essentirdly, this includes not only Los
Angeles County, but seven or eight c01lnties cont.iguous to and south
of Los Angeles , including San Diego County.51 As in the case of the

northern California a.reas prm,-iollsly disc.ussec1 , respondent reI ie,
princ.pally on the test.imony of Dr. Clarke , in support of its position
t hat. all of southern California is one ma.rket.ing area.

56. It is the opinion of the ex,uniner that the entire southern Cali-
fornia area. does not constitute a single atea. of effective competition
in either the fluid milk or frozen chiry product line. The heart of the
market insolar a.s Cremnel'ies ' and l'esponclenfs southern California
operations are, concerned is , as Dr. Clarke s testimony sllggests the
geographic area ,yhich is " entered around the Los Angeles area,
(R. 4118). Dr. Chrke s repo1' , prepared for the Stflte legislature
indicates that only 8.7'it of the stamhnl fluid milk processed in the
Los Angeles marl eting area wns shipped ont of t.he area for sale
elsewhere (RX 1((2--G). Of the conn ties which might be expected to
be on the receiving end of lnilk processed in the Los Angeles are
Dr. Clarkc s report inc1ieates that San Diego County s l'ecc, ipts of

processed milk amonntec1 to only 13. 20/0 of the milk lwocessec1 and
sold within the area. (RX "lj2-P), The three llal'keting ens adjacent
to LOB Angeles recein c1 greater amounts of ont-af-a.rea milk

, ,,

-itll

Ventura recejying more milk -from out of the area than it processed
within the area. , and San Bernardino-Riyerside and Ora.,ng:e receiving

(;) Although respondent contend that the geogrRj1bic limits of tile area are nlll(1st the
same for both milk and iee cream , it may be noted tJJat the area proposed for rnjJ;: is
somDwllft broader than that proposeu for ice cream . in tlint it inclnues all of San

Bernardino COlmt ' (east (mil nor'tl of 1;0;; .-\ngeles). :lJlll :111 of Siln Luis OlJispo County
(northwest of Los Angeles), wllercas the area proposed for ice Cl'earn iuclm1es only the
southern half of San Bernardino ,COllnty nnd (lacs not inclnde San L\lis Obispo COlmty
(IX DG and g(n,

379- 702--71--
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38% and 43%, respectively, from out of the area. This ""auld indicate
substantial interarea shipments in the counties contiguous to Los
Angeles, but relatiTely small shipments to the more remote counties.

57. It is the conclusion and finding of the examiner that Los

Angeles COllnty is the appropriate geographic market area in which
to gauge the competitiyc impflct of the aequisition of Creameries
Los Angeles Division. This is the firea in which Cremnerles made all
of its sales , and in which respondent made all of its 111ilk sales and

that part of its ice cream sales which "Was not distributed through the
captive creamery, Jersey Iajd (R. 3806 , 3810 , 379J). The smaller
companies competing -with Cl'emncl'ies and respondent had limited
distribution in Los Angeles County or port.ions thereof (eX 1G-
252 , p. 12). ,Vhile some of the larger companies may have distrilmted
beyond the confines of Los Al1 eles County, their distribution to n10re

remot.e areas was generally from separate plant,s or distributing
branches in those areas. Thus in 1951 Arden , Carnation , Challenge
and Knudsen had separate plants or distribnting branches in San
Diego; Arden , Carnation , Golden State and ChnJlenge had branches
in San Bernardino or Ri versicle; and Arden , Challenge and Golden
State had a plant or distributing branch in Ventura or Santa Barbarrt
(eX 409). (;2 There were also separate groupings of smaller c01l1panies
operating single plants in each of the above separate areas. It may
be that a slightly broader area of effective competition could be
marked out , so as to cneompass some of the communities or portions
of the counties adjacent to Los Angeles County. I-Iowever, in the
opinion of the, examiner , a clelineation on this basis would not ma-
terially aiIed a, determination of the issues in this case since Los
Angeles Count.y acc01mted for the ove.nvhelming bulk of the milk and

ice cream distributed in sOHthern California. For example, in H)52

sales of milk in Los Angeles County accounted for approximately
70 % of the milk sold in sonthern California. In the saIne year

plants in Los Angeles County accounted for approximately 75% of
all frozen dairy products produced in southern Ca.lifornia.

Iarket Shares

58. Set forth below are two tables reflecting the, respective market
shares of respondent and Cre.amel'ies ,yithin the area of effective com-
petition. Although that area has been found to be the Los Angeles

r", EveD in 1962 most of tbe;:e compnnies had multiple processing pJ/lnts f1DO distr!hnt.
Ing' branches In sonthern CaliforIJla (CX 412 , JncludiIJg Iultiple Unit SectloIJ).

0"' ' be-re were 23G, OG9, 7HO gilllons of fluid mjJ( prod11cts (iIJclnding cream /lnd skim
11loduC'l"), soJd in southern CaliIOl'nift in If), .2 (RX lOS-A), of which 16:!'OS2 5 gallons

were sold In Los Angeles Count . (CX 421).

""fhere were 33,309 000 gallons produced in southern California plnnts (RX 115-A),
of which 25 056. 700 gaJJom; were sold in Los AngeJe (CX 16-Z 252 , p. 17).
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marketing arerc , the table.s also contain marke.t share data. 1n terms of
the broader market proposed by respondent in order to prm-ide a
basis for ganging the order of rnagnitl1de of any di frerenee in market
shares which would result from the use of the geographic market

proposed by respondent. The first table contains a. comparison ill
terms of the flnid milk product line , and the second in terms of the
frozen dairy product line.

Compm'iljon of markrt shares in fluid milk, southern California areas , 1952

Beatrice Cn'arnnjes
Total production

---- ----

Area (gallons) roduct.ion Percento! Production Perc nt of

(galJolls) market (ga\lons) mar

Los Angeles
County 144 , 272 , 076 522 666 090

Southern
California M

- --

213 083 , 739 , 522 , 847 , 3RI

6; The iigurcs used for the Los Angl"leSlmlrketil)g area are based on CX 16- , pp. 17- . whic!1 is the

exhibit principaJly reJied upon by complaint counsel as reflecti)!g' market-share data. Compl:int cnunsel
also o5ercd in evidence ex 16-Z 24. , according to whjch rcspolld('nt market share for Los Angeks \\' ;)8
1.4% and CrcGmeries ' was 1.7%. The figures in the latter eX\lilJi1 ;ire expn'ssed in terms of pounds. nithcl
than gilllo!1s. The CX'Lll iJler has u eri tJJe figures in CX 16- .s2 , rather tl1an those in ex 16-2 245, bl' c,mse

the total Hialket figure appea!lng in tile fonner exhibit is wbstalltially identical with that appearing ill
the report.ed statistics of the State of CulifOl'ia for the dairy indust.ry in 1952. ex 421, Wllich was also intro-
duced in evidBllce by complaint counsel . indicates that Crf'u:neries ' market share of all fluid sa!"s (illc1uoing
skim and cream) was 1.::% and that rBspondent' s was 1.0%.

66 The fi!;ures used (I!.lOve arc ba e.o on fiX lOS-A. There is a slight discrepancy hetween the productioll
figures of Beatrke and Creameries in HX l08-A from tbe figures fJppe rillg in ex 16-2 252. There is no
e:lplalllltion for this dl crepuncy, in the fBcQrd. However , the c!iffnential is so slight that it does 110t affec t

the Ir, arket slJl,re peleentages. nx lOb-A contains two tabies , one fOI f1nid lI!lk alone and the other 101' fluid

milk including crem1 and skim pJ'ducts. The alJo\' e table is hased on that portion of HX IOS.-A which con.
tHins figurfs for fluid Illilk alOlle , in order to muke it compantbl to the figurc in ex 16-Z 252, wLicl1 are

based on fluid milk alone. It should be noted , however , that if the allied fluid products were includpd, tldF
would not materialJy affect tile market. share statistics revealed above. The only (liffe.reI1c1O appearing 

the two tables is that the inclusion of aU fluid products would iJl reilSe Cuameries' share from 77%, liS

reflected in the abovetaiJle, to 0 81%.

Before discussing the. ta.ble reflecting market shares in frozen prod-
ncts , it should be noted that respondent has raised an iss1H'" as to

,"\hether part of the production of frozen dairy products in hs plant
should be taken int:o consideration in determining its market share.
As previously noted, part of the production of l'esponc1enfs plant in

Pasadena 'YUS devoted to the production of frozen dairy products for
Jerse,y J\Iaic1 )Iilk Products Company. The latter is a "captive, cream-
ery,

" ,,-

hieh processes fluid milk for a gronp of grocery chain stores
with which it is affliated , but apparently does not produce its own
lce cream (CX 16-2 252, Pl'. 11- 12; R. 3793). Respondent produced
ice cream and other frozen dairy products for ,Jersey ::Iaid in it.s

own plant under an arrangement whereby J el'sey :\laid snppJied the
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cartons and some of the ingredients and did its mnl c1eliyery in jts
0\\"11 trucks, paying l'csponc1e,nt a fee for the llse of the btter s facili-

lies (R,. 370 1). It is l1rmeCPSStll'Y to determine d, this point whether

the. yolmne produced for Jersey ::Iaid should be (,ollsiclere.cl as part
of respondent.'s market sllare. Hmyeyer, the table set forth below
contains a breakdown reflecting that portion of respondent's pro-
duction which is nttl'ilmtab1e t.o the ftITnngement 1;vith .J ersey :JIaic1.

Comparison of market shares in frozen daIry pl'odncls, s01dhern Ca7Uol'n-ia (l1'(,(/S

1952

Total Be'ltricl' Creameries
A!" production

(gallomJ Produdion Percent of PJ"dnction ercc:ltof
(gallons) market (gallons) llc\1'keL

---

Lo" Angl'les Count.y 67 056, 700 172 , 502 *4. ()9S 932
t334, 9;)9 tl.

,,'-

Southern California GS 3:) , ;i09 000 177 , 5\)3 *3. 696 913
+340 , 0.'10 j1.

bT 'lh figures for Los _-\ngeles County are Liken how. ex 1f)-Z :.;;2, pp. 1i- , which i: t.be e:-llibit, prin-
cipa11y reJied upon b - campbjlJ counsel. ex 1G-Z 245 also cl)ll!.ill nU11keo share d8.to., but is ,imitcd 10
ice crc,mJ and doe not contain cl3ta for other frOlen dairy products bcluCUng iCi'. milk snd sherbet. Sil;ce
t11 1a1'ket sbare f1gtUCS otJ'ered be;' re jJondent include ll frozen do.iry products , the examiner lhlS used
ex JG-Z 2,j, instead of ex llj-Z :24, in the above talJJeh o:'cJer tInt the datil ofbot!J !X!:tje3 JJUY be com-

jw1)le. Jt n:ay lJenoteLi , Jwwcver, t!ml if the market share dllt. were limited to ice cren:ll there would be
no Sir;llificnnt devio.t.ioll from the alJove Jr flrket shll: e figu:' es.

0; The Egures for tlh' SoutlJer:l Cl!,ifon b nrea taken from RX 1l,'i..A. It shc;uld be nott (l that tbe jJl'oduc-

tionfigw' sfor responde!'.t Pond Crep')lcries rlitl' ersomewhal from those in ex 16- .l2. However , tlds ditTer-

ellee is so slight that iL does not signitlcantiy affect tIre liarket sh 1rc perCl'ntnges.

"Ine!'.desJersey:!l:lid.
+E:-cludc' sJersey:\Iaid.

Concentration
')fL As pl'e,yjol1s1y mentioned, the major companies (l1stribl1t.np:

fluid milk in the Los Angele.s flTPfl were Arden , Golden StatE'" Carna-

tion , I\:nudsen , Ac1ohr : and Challenge. The record does not disclose the
individual market shares of these six companies. J-Iowever, it does

appe,ar tlJft in 1952, these companies , as a group, acconnted for about
()()% of the finid milk sold through wholcsa1e cha.nnels e., milk sold
through retail stores for resale to tile jJ\1blic (CX 16-Z 262 , p. 12).
Fonr of these companies , viz , Arden , Golden State , Carnation flllC1

)"dohr , acconnted for about 60% of the fluid milk , cream , nnd fluid
by-products soJd through retail channels 1111k delin red directJy
to consume.rs in their homes. Arden , Golden Stat.e Knuclsm1 flnd
Carnation ,yere also the leading distributors of fluid 111ilk in the
southern California area as" "hole (RX 112). In 1962 they accounted
for J6.86% of the fluid milk sold in the entire southern CaJifornia
are,a (I-lX 100-A). In addition to the previonsly-named major com-
panies , t11ere ,"\el'C four so- cnllec1 ;' capti,' c cre, r111eries " distribnting




