; "
| MILK COOPERATIVES
| IN o

| FOUR OHIO MARKETS.

3

By

| wm.C.WELDEN € T.G.STITTS.

——— yp———— e . — -

—nt



by WM. C. WELDEN and T: G, STITTS . o

FARM CREDIT ADMIN!STRAT!ON

Cooperai?uc D;ms:an

WASHINGTON 'D.: C

L APRIL 193

{5 BQLLET !‘D&I_NQ- 1 6,




Milk Cooperatives

in

Four Ohio Markets

By
Wm. C. Welden

Assoctate Agricultural Economist
and

T. G. Stitts
Principal Agricultural Economist

FARM CREDIT ADMINISTRATION
Cooperative Division

Wasnington, D. C.

BurLeTiy No. 16 Arrrn 1937

wolthals Tretitnta Af Drliitae



Farm Credit Admlmstranon
W, l ’\{Yzas C&wrmr B

Ctmperatwe Division
S D. Smsbsn, C’omm:manv

Rvsean,h Serwct, and Educanonaf Slaﬁ of the Cooprerative Division
P
H M. Bamy, Jnmant Commisstoner in Charge
‘ﬁv ‘V F ETROW, C&wf Refmrfﬁ Emmmu:

(‘oimn R i :.nory emf Stau.r:sa

" Omer W. Herrmann )

- © Otis T Weaver .
) }Ohl}_s, Burgess? Jr,:‘

-_ " Dairy and Poultry -~ -’

T. G. Stitts ~
D. D. Brubaker

. R. H. Elsworh
. French M I!}n-

7 ns::ran(e ‘

.. VUN, Valgren
F. C, Murphey
'-"Ggrdon A, Bubadz

John J. Scanlan - S R )
%ﬂl‘d%‘l %& I{;ﬂghlln B A r':wtocl- and Woul -
m elden
.»RoyW Lcnnartsonn E g Iﬁiﬁ?” .
: ,an.f and chcidbk.r e ..~ H. H. Hulbert -
T AW McKay | - James M. Coon -
"K. B. Gardner - - P s '
%i! C.Gay .. . S Pﬁ";::::i G. ign pp
a
‘N g iffb'ﬁcy _ Iohn H, Lister

"H. WL Mnmford 4]1'

Gerald M Francis

e H .Heckman ?'obx:co g
‘ _‘,__Cfam RE ' . Witham Coiims
- Harold Hedges

E B. Ballow

" Harry E. Rateliffe Sl f’ raﬁf

Ci*xarles B Bou[mg

The Researciz Servxce, and Edacatzonai Siaﬂ’ conducts research

""'3'studles_ ‘and- service activities. relating to problems of management,
*  organization, policies, merchandising,’ sales, costs, competition, and
- -memberghip, -arising in connection with the cooperative marketing

~ of agricultural products and the cooperative purchase of farm supplice
.. and services; publishes the resylts of such studies; confers and advises
.. with officials of farmers? cooperatwe -associations; and cooperates with
* educational agencies, cooperative associations and others ia the dissemi-
o ’;nanon af mformatm rclatmg to- cocpcratxvc pnnmpics and pf&ctis‘:ﬂ.

Cnples of thts pubizcatson ﬁay be obtained npon fti}ist"st from zhc

, Dl;ec;qrq{ informatien,
-F arm Credit Administration,
© Washington, D. C.



Milk Cooperatives

in

Four Ohio Markets

By '
Wm. C. Welden

Assoctate Agricultural Economist
and

T. G. Stitts
Principal Agricultural Economist

FARM CREDIT ADMINISTRATION
Eiooi)erative Division

WassuincTON, D. C.

BurLeTiv No. 16 Arrin 1937

..~~Okhale Tnstitute of Pofities



UNITED STATES
GOVERNMENT PRINTING OFFICE
WASHINGTON : 1937



Contents

Page
FSITE 11814775 o O U v
Recent problems of milk cooperatives. . __________ ool 1
Purpose and scope of study - . oo - aan 2
Method of colecting data. - - - - .. ___ 4
Group claasification of producers_ ____ . _..iaiaieaa_____ 5
Cooperative marketing of fluid milk in Ohie_________ - .......... a.—a 5
Marketing outlets and supply conditions_ __ ______________________ 8
Organization of milk ¢cooperatives. ______________. S 8
Types of associations_ . _ . . (oo oo g
Development of cooperative milk marketing in Akron, Columbus, Day-
ton;and Portemouth .. ... oo 10
Conditions leading to organization. ... __ .. _________________.__._ i1
Important problems of aasociations in the four markets_ . __________ iz
Limitations of financial arrangements_ ______ .- . can ..o 12
Maintaining satisfactory relations with members. .. .. __.__..__ 18
Surplus and competitive problems__ _________________________ i8
Performance of marketing serviees___ . ___ . ... is8
Position of association on market_ ____________ ... . ___L__ 18
General appraisal of associations by members. . ... ________ 21
Changes in market conditions__________ . ________________ 24
Changes in producere’ attitudes. ... __ . . ..o . ... 25
Direct benefits of associations t6 producers_ .. .o _________ 28
Additional services suggested ... .. _.________ ... . .. 28
Market price Bbruebure . e e e memmm———m 29
Price objeetives and problems__ __ __ ____________aaeaaaa___ 29
Class-use price structures. L ecccicooes 29
Determination of elass priees________________________________ 36
Price-bargsining procedure . - . o .. e aanoas n
Results achieved through bargaining__ . . .. _______ 31
Comparison of price levels____ . _._________ ... 31
Fluid-milk and butterfat prices. .. . ___ _______________ . __... 32
Other phases of the price problem . _ . . . _____._. 35
Dealers” spread .. - ceemeceecmmmmaaea 35
Auditing dealers’ sales Tecords._ .. ____ o cirrcacanan 36
Guarantee of payment_ ____________ . _______________.___.___ 36
Attitudes of members. i 37
-Market stability and control of surplus. o eicimmeeracmaaas 37
Surplus control problems_ __ . ___ 38
Base-surplius plana in the four markets___ ___ . __ ... __..__ 40
Egualization between dealers. . oo iocomoooaao 41
Ciher surplus-control efforta_ | _ ..o oo ____ 42
Effecta of surplus-control efforts______________ . . L __.___ 43
Quantity of surplus_ .. __ 44
Seasonal variations. .~ oo mmemmmemmaemmaaeae 45
Reactions of members. .. e 47
Factors influeneing members’ attitudes._ ____ . _.___________ 43



v Contents

Control of farm-to-city milk trapsportation________________._ .. __._ ...
Econcmie importance of hauling ates. __ . __ . ... __ .. .. ._....
Association activity inhauling. .. . ... . _ .. ....._

Determination of rates____________._.._.__.__ B

Factors affecting havlingrates_ ___ .. ... ____ . __________...

Opinions of members____ L iiiiiaeana .

Butteriat testing and sampling by the sssociations. .. _ .. ... .. ._..._
Practices of the associBtions. . .. e oiaa
Members' attitudes toward testing by asnociations_ . __________._ __

Other netivities of the assoeiationa_ . . .. . ...

Membership relations_ __ . ... _..... e mmaemeaan
Control by members_ . ... .o i m e m e cmeae—
Educational activities and contacta with members. ______.__._____.

QOther contacts with members_ . _ ___ _____________ . _ ... ._._._._
Appendix.—Bazic Statistical data. .. .. o .o aieaaa

33%%%%83%228&32%333&33223333g



Summary

HE STATE of Ohio has offered & fertile field for the development
of fluid-milk marketing associations. Imn January 1936 there
were 46 milk cooperatives active in the State. .

Four associations of the bargsining type were selected for study,
with major attention directed to an analysis of their operating prae-
tices, their work with producers, and the attitudes of a sample group of
their members., Those selected are operating in Akron, Columbus,
Dayton, and Portsmouth. Each was formed before 1925, is appar-
ently firmly established, and is performing a number of services for
its members and various functions in its milk msrket. Data for the
study were obtained from records of the four associations and from
personal interviews with 652 milk producers.

Of these producers, close to 70 percent attributed improvements in
prices and marketing conditions, such as hauling and butterfat testing,
to their association’s efforts. They felt that, on the whole, their
cooperative membership had been worth-while. Less than 20 percent
held exactly opposits views. The others were undecided.

These associations consider the milk price level and the price strue-
~ ture of the market their foremost responsibility and their producer-

members support this consideration by mentioning price first and far
more frequently than any other phase of marketing. The associations
have used systems of class-use prices almost since they began oper-
ating. Such comparisons as are possible show that their market milk
prices in recent years have fluctuated less; that they declined less
during the depression than other farm prices; and that a substantially
higher price has been received for fluid milk than for its equivalent
sold es butterfat. A total of 360 producers gave their association
eredit for improving prices, and only 118 were disappointed in the re-
sults of their association’s bargaining efforts.

Base-surplus plans have been used by each of the associations as
its main attack upon problems of seasonal variations in supply, but
surplus problems were still acute in 1935. In Akron and Poris-
mouth seasonal variations and the totsl quantity of the surplus have
been reduced in recent years. Similar data by which to measure the
change in Columbus and Daytor were not available. About 60 per-
cent of the association members felt that the base-surplus plan had
helped market conditions, and 40 percent felt that it had pot.

Special attention bas been given to hauling arrangements by each
of the associations, the most detailed work having been done in Day-
ton. Hauling rates have been reduced in recent years in each market,

b



vi Sammary

Many members gave credit to their association for_improvements
along this line, Over two-thirds of the members intertWiewed were in
favor of complete control of hauling by the association.

Butterfat testing is done by the associations in Dayton, Columbus,
and Portsmouth; sampling in Dayton ard Columbus, Check tests
are made on request in Akron. The satisfaction of members was much
greater where more work along this line was done. Other activities
included advertising, quality work, purchasing, and legislative work,
Over 70 percent of the members interviewed favored the deduction
made for advertising. Quality work has been a very minor sctivity,
but except in Columbus over half of the members felt that their asso-
ciation had been of some Lelp along this line,

Association literature, farm visits, local and annual meetings are
the chief methods used to maintain contacts with and disseminate
information to members. Poor attendance at meetings and the lack
of a regular field service, except in Dayton, however, have apparently
affected this type of work adversely in many areas. On many of
the questions asked, almost one-fourth of the members did not appear
to have sufficient information to give a definite answer. In other
cases the answers were obviously affected by rumors or biased opinions
and many of the answers were directly opposed to actual conditions
as indicated by data from the association offices.

These cooperatives appear to recognize that their strength sas
bargaining units hinges directly on loya! support and understanding
on the part of producer-members. Especially during the last few
years real cooperative success has involved the ability not only to
arrange satisfactory market outlets and to improve marketing con-
ditions, but also to make members feel that the results justify the
costs, This means that the management of an association must
divide its attention between the efficient performance of marketing
services or functions on the one hand and, on the other, & program for
- keeping members informed at all times as to the nature of problems
faced by the organization and efforts being made to solve them.
True cooperation depends upon the effectiveness of such a program
in helping to maintain satisfactory relations between the individual
producer and the association.



Milk Cooperatives

in

Four Ohio Markets'

OOPERATIVE associations for selling producers’ milk to city

distributors of fuid milk and cream, were in existence in Ohio as
early as 1800. By January 1936 there were 46 milk associations in
the State operating in at least 24 of the 26 Ohio cities which had a pop-
ulation of 25,000 or more, and in almost an equal number of smaller
cities. These organizations have played an important part in the
development of the present milk-marketing system in OQhio, and
were active In the program of the milk commission under the Obic
milk-marketing control law, which was in effect from July I, 1933, to
June 30, 1935, The milk-marketing associations in Chio represent all
of the separate types usually recognized and vary considerably in
membership and volume of business. The State of Ohio, therefore,
affords an excellent field for study of the cooperative marketing of
fluid milk,

Recent Problems of Milk Cooperatives

N SEVERAL of the larger cities in Qhio, fluid-milk cooperatives
have been in continuous operation for more than a decade.
Between 1822 and 1929, the early period of operation for many of
them, marketing conditions and prices of milk and other farm prod-
ucts were such that it was relatively easy for the cooperative with a
substantial portion of the market under its control to maintain
stable prices and & fairly satisfactory market for its members. Under
these conditions, it was possible for officers, employees, and members
i The Cbio Agrivuliural Experiment Station cooperated in making this study. Special credit is dae
Ralph W. Sherman, Assistant in Rursl Feonomics, Ohio State University, for assistance in oolleciion and
tabulation of the data on which this bullstin s based.

The writets aiso wish to axpras thelr apprecistion to the officials of the Milk Producers’ Association of
BSummit County end Vicinity, Akron; Scioto Gounty Cooperative Miik Producers’ Association, Ports-
mouth; Misml Valloy Oveoperativa Mk Froduoosrs' Association, Dayton: Scloto Valley Cooperative Miik
Produesrs* Assecistion, Colmbas; and Colulnbus Milk Producers’ Association, Columbns; for assisiancs

In making availabie thair records for study and in arranging producer intervisws; and to H. E. LarZalers,
‘who assisiad In taking the producer recards. 1
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to direct their efforts toward perfecting organization structures,
expanding membership, increasing their control of the milk supply to
cover 8 larger proportion of the market, improving and adopting
pew and more effective operating practices and membership relations,
and generally strengthening their bargaining position.

After 1929, however, the unsettled market eonditions and low farmn
prices associated with the depression brought about a radical change
in this situation. The prevalent economic forces asserted themselves
in fluid-milk markets rather quickly and placed a severs strain upon
milk cooperatives in all parts of the United States. Marketing pro-
grams which had been worked out under favorable economic con-
ditionas between 1922 and 1929 had to face the first real testa of their
soundness and sadaptsbility to continued low prices. These con-
ditions tested also the effectiveness of past efforts to educate and
maintain close relationships with members.

The problems of fluid-milk marketing cooperative associations
which arose from the changed conditions of the pericd 1931 to 1933, had
to do mainly with (1) bandling of surplus milk over and above the
fluid-milk and cream requirements of the cities, (2) competition
between deslers and between producer groups, and (3) the attitudes
and reactions among members of cooperative associations or the
dairy farmers supplying the market with milk.

Equitable distribution of the surplus burden over the entire market
is one of the most intricate and perplexing problems in the fluid-milk
market even in normal times, and was more so during this period of
low prices. The decreased consumption of fluid milk and ecream which
accompenied the decline in consumer income increased the quantity
of surplus milk in the mearket. A further increass in surplus was
caused by the fact that fluid-milk prices were slower to go down than
either manufactured-milk prices or prices of other farm products.
As a result, production continued at the same or a greater rate.?
Under these conditions, it was imperative that cooperative marketing
associations make modifications in selling plans and adjustments in
rules and policies concerning bass-and-surplus plans.

In many markets small dealers who obtained their supply from new
or disgruntled producers began operations, These dealers both
refused to assume responsmbility for marketing any surplus milk, and
created chace by cutting prices in order to garin volume of sales.
Established dealers buying through the sssociation pressed for relesse
from equaslization arrangements in order to give them freedom of
action {0 meet competitive problems. Price cutting developed among
producer groups when the elasa 1 price was not reduced in proportion
to other milk prices and other farm prices. Minority groups of pro-

3 Stigte, T. G.and Welden, W. 0. ECONOMIC ARALTES OF BARGAINING FROBLEINS OF KILE COOFERATIVES.
FCA, Coop. Div. Cire. C-304.
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ducers and dealers became much more important in determining the
prevailing price level.

Low prices with few, if any, indications of & return to the prices
of 1925 to 1929, either for milk or for ather farm products, caused acuta
and troublesome problems in the maintenance of morale and support
among members of the associations. Members became dissatisfied
with base and surplus plans because higher bases were impossible. In
many instances they came to believe their associations were ineffective
in handling their marketing problems.

The difficulties encountered in meesting the resultant problems were
undoubtedly responsible in large messure for the support given by

‘milk associations in Qhio to the act to set up 2 milk commission which
would have powers and duties to supplement their efforts to regulate
competition and stabilize market conditions and prices.

During 1934 snd 1935 there was some measure of price recovery,
both for milk- and other farm products, which brought at least a
partial alleviation of the pressure upon operating plans and member-
ship morale. Milk cooperatives now have an opportunity, therefora,
to appraise their organizations in the light of the experiences of the
last few years. They can take steps to eliminate the weaknesses the
sconomic strain of the period revealed; to regain whatever strength
in bargeining has been lost, and to make the changes which may be
necessary in order to redirect their activities toward the objectives
for which they were originally organized. They should now be able
to work out operating plans sound end spplicable to their markets
in periods of high as well as low prices, and to plan their work in
membership relations in such & way as to insure constant loyalty and
interest of members under any conditions.

For these reasons, it was believed that a study of the operating
practices and membership attitudes of cooperative milk-marketing
associations which have gone through these expariences would be
very timely.

Purpose and Scope of Study

TEE purposes of this study were to analyze, in as much detail as
available date permitted, the organization, development, and
present status of representative milk associations in OQhic markets in
such a way as o allow an appraisal of a number of their operating
practices end methods of attack upon problems of fluid-milk co-
operatives. The study proposed to determine the effectiveness of
cooperative performance of a number of marketing functions, not only
in the light of market conditions but also as indicated by the attitudes

132200 —3 T2
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and responses of association members. In this way major attention
would be directed to the methods used and to the eflectiveness of the
work of the associations in membership relations.

The results of such a study should be valuable not enly to the
associstions directly involved but also to other fluid-milk cooperatives
in Ohio and elsewhers in various stages of development.

It is hoped that one of the contributions this study can make to the
problems of cooperative marketing of fluid milk will be the presenta-
tion of a new method of analysis of individual operating practices and
membership problems in the experiences of these associations which
wers selected as representative milk cooperatives in the State.

It is important to emphasize at the outset that this study does
not propose to measure, nor to reach conclusions concerning the
success or failure of any of these cooperatives in their entirety, as
marketing agencies for farmers in the fluid-milk market.

Method of Collecting Data

Field data on which the analyses in this study are based were
collected during 1935, Contacts were made with associations operat~
ing in Akron, Columbus, Dayton, and Portsmouth, In addition, a
representative sample of the members of each association was inter-
viewed. Information was obtained altogether from 7 cooperative
milk-marketing associations and from 652 dairy farmers. Three of
the associations, one each in Akron, Columbus, and Dayton, have been
operating for less than 4 years. For the purposes of this study, major
attention is devoted to the older associations which have been in oper-
ation for a greater length of time and whose experiences have carried
them through periods of mejor as well as minor fluctuations in price
levels and marketing conditions. Nearly 100 of the individusl
producers from whom data were obtained were not members of the
4 older associations at the {ime they were interviewed, but approxi-
mately two-thirds of these had formerly been members. Information
obtained from these contacts together with data slready assembled by
Ohio State University are used in the analyses on which the bulletin

" is based.

The data from individual producers were obiained by personal
interviews with approximately 10 percent of the members of each
association. In an effort to get a representative sample, all sections
of each milkshed were visited, and each field worker, having selected
e road or a section in which members’ farms were located, interviewed
each producer in order until five or six field questionnaires had been
taken. The same procedure was followed again in a different section
or along another road. Very few of the members with whom contacts
were made refused to answer the questions, so that it is believed that
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a fairly representative sample was obtained. Over 95 percent of the
contacts with producers were made by one of three field workers.

Group Classifications of Producers -

For purposes of analytical comparison, each producer from whom
information was obtained was classified in one of three groups by the
worker taking the record. Each worker was asked, in making these
groupings, to take into consideration the rating of the producer in
relation to others in the milkshed, giving particular attention to the
position of each as (1) a general farmer, (2) & commercial dairyman,
and {(3) a member of a cooperative marketing association.

On this basis, the producers placed in group I are those who, in the
opinion of the worker taking the record, were above the average for
the milkshed. Asgeneral farmers, they appeared to be of a high type.
Their farms were well kept, their buildings usually painted and in
good repair, and the entire producing unit above average in general -
appearance.” As milk producers, the farmers in this group spparently
kept their dairy barns, milk houses, and other dairy equipment excep-
tionally clean, and their dairy herds sleck and well cared for. As
members of the association they were not visibly influenced in their
entire point of view by a single incident, were not indifferent, and ap-
peared to have more than the average knowledge of the activities in
the msarket and of the association. ‘They answered *‘do not know”
to very few of the questions.

By the same standards, producers in group II represent just about
the average for the milkshed, while those in group III are below the
average. There are definite limitations to the uses which can be
made of these groupings because not only were they made by different
workers whose opinions wers undoubtedly different, but they are
purely arbitrary from every angle. In view of these limitations, very
little use is madse of the groupings except where differences between
the responses and attitudes of producers in different groups are striking
and conclusive.

Cooperative Marketing of Fluid
Milk in Ohio

COGPERATIW milk marketing made little more than a beginning
either in Ohio or in any part of the United States before the World
War.? Less than 10 percent of all the fluid milk associations now re-
porting to the Cooperative Division were formed before 1915. There
are records of four associations having been formed in Ohie before this

3 Metagar, . ODOFEBAMYE MAREETING OF FLUTD MIX. U. 8. Dept. Agr. Tach, Bull. 179,91 pp., iius.
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dete—two of them before 1900, but only one of the four is still in op-
eration, and it was inactive for several years after its original organi-
zation. The number in operation in Ohio bhad increased to 46 by

January 1, 1936.

Marketing Outlets and Supply Conditions

Conditions in Ohio make that State a relatively fertile field for the
development of cooperative milk-marketing associations, From the
standpoint of market outlet, Ohio has 8 cities of over 100,000 populs-
tion and 18 with & populstion of between 25,000 and 100,000, this num-
ber being greater in each case then in any State except Massachusetts,!
Operation of & milk-marketing associstion, particularly of the bargain-
ing type, is more feasible in cities with a population of at least 25,000,
because in a smaller city there is a tendency for & large shars of the
market to be supplied by individual producers distributing their own
milk or for the number of producers eelling at wholesale to be so small
as to make the costs of the association’s activities excessive on a per
member besis.

Ohie is also one of the leading commercial dairy States, Cash
income to farmers in the State from dairying is normally much greater
than that from any other single farm enterprise, and in 1934 amounted
to $52,501,000, or 22.8 percent of the total cash income to farmers
from all sources.®* With a total of 952,000 milk cows and a production
of 4,094,000,000 pounds of milk on farms in 1934, Ohio ranked eighth
among the 48 States. Almost 1 billion pounds of this volume of
milk was used on the farms or made into farm butter. Approximately
2 billion pounds or its equivalent in butterfat was used in the State
in making creamery butter, cheese, evaporated milk, ice cream, and
other manufactured dairy products. This left slightly over 1 billion
pounds as the quantity apparently consumed by the nonfarm popula-
tion as fluid milk or fluid cream. About 35 percent of this quantity
was sold to the consumers directly by the producers themselves.®

An analysis of data from the census of agriculture in 1930 shows
that 87.5 percent of the farms in the State reported milk cows. Milk
production per acre of farm land averaged 21.1 gallons, and was highest
in the northeastern counties and lowest in the southeastern counties.
(See fig. 1.) Only 34 percent of the farms in Ohio on which milk was
produced reported sales of whole milk in 1929, and 45 percent reported
sales of cream as butterfat. Butterfat sales were heaviest in the north

# 7. 8. Department of Commaras, Burmt of the Censts. CENSUS OF poPvLATON.” 1830,

8 U. 8. Department of Agricoltzrs. INEOME FEOM FARK FECOUCTION IN THE UNPYSD grivsa. Orops
and Markets 12 (7). 1934,

$ U. 8. Department of Agzicnltnre. YRARBOOX. 1635: snd U. 5. DEPARTHENT OF AGSXCTULIUER, SUSZaV
OF AGKICULTUBAL ECONOMNICE, MEXK EQUITALINT OF FRODUCTION OF MANUFACTURED DAIRY FEODOCH
BY SYTATRS, 18%5. Docember 1004 Lot
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Ficure 1.—Prooucrion oF MILK PER ACRE oF Farm Lane v Onio, 1934,

Production is heaviest in the northeastern and southwestern counties of the State.

central and western counties. Whole milk sales were highest in the
northeastern, southwestern, and in small areas in the central and
northwestern sections of the State. o

As would be expected, sales of whole milk were heavxes{, in the areas
adjacent to the larger cities. Four of the eight ‘Ia.rger cities—Cleve-
land, Akron, Youngstown, and Canton—are in the nort,hea,stiem
section. Cincinnati and Dayton are in the southwestern section,
Toledo, in the northwestern, and Columbus, in the cen}ara.l part of the
State. Practically all of the early attempts at formation of coopera-
tive milk-marketing associations in Ohio were in thes_e areas. Thirteen
of the sixteen cooperative milk-marketing associamem.; set up before
1920 were located in one of these eight citiss, ) Only within the §§mt- 3
or 4 years have milk asscciations been organized to any appreciable
extent in other areas or in smaller cities (fig. 2).
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Ficure 2.—LoCATION OF 46 COOPERATIVE MILK-MARKETING ASSOCIATIONS
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BUS, DAYTON, anp PorTsmouTts, 1935.

With the orgamzauon of a nuniber of new associations since 19%), milk conperatives

are operating in practically all parts of Ohio, In 2 number of cases recently organized
associations arc operating in the same markeis as oider associations.

Organization of Milk Cooperatives

The period of most rapid incresse in the number of milk cooperatives
in Ohio, except for the 2 years from July 1, 1933, to June 30, 1935,
when operation of the Ohio Milk Marketing Commission encouraged ;
many new organizations, was the decade from 1915 to 1924, The:

!
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date in table 1 indicate that 21 of the 32 asscciations formed before
July 1, 1933, were originally organized between 1915 and 1925, From
1925 to 1929, when prices were relatively high and stable, the greatest
number of associations went out of busi}&ess. These facts indicate
that dissatisfaction with market conditions is an important influence
motivating collective action by producers,

There were fower new organizations during the 5 years from 1925
to 1929 than in any other 5-year period, but there were a number of
reorganizations. Avsilable records show that 57 cooperative milk
associations have been organized in Ohio. On January 1, 1938, 46
were still active, 8 had gone out of business, and 2 had consolidated
with other associations. (See table 1 and fig. 2.) Of thoss in opera-
tion January 1, 1936, only 15 were organized before January 1930,
6 were organized before July 1, 1933, and the remaining 25 since that
date,

TasrLe 1.—OrcanizatioN of CoOPERATIVE Miuix-MARKETING AssOCIA-
TIONS IN Onio t

Numbar of associstions—
Peoriod Oparating
at begin- de;;‘ul:'ﬁ Roorgan-| Comseli- | Outof Gmélgf
:;a:_;g  of pariod | tmd datad | busingsg | %t o8

Priorto Jan. &, 1908, v e i - | ) SO, E 1 8
Fen. 1, 1015, o oot 31, 1819 1@l 1 2 13
Jan. 1, 1820, to Den. 31, 1924 ' 2] ——— 2 18
Ian. 1, 1825, to Deac. 31, 1820 1 3 1 3 1%
Jan, &, 1830, to Dac. 31,3936 20 8. - 1 44
Cumniative to Jaa. 1, 1630 -] 7 2 8 18
Jan. 1, 1930, toJuna.'S&,iHﬁS' ] [ 35 PSRN EOR 2
July I, 1933, toJume 36, 035 25 h: 3 P 1 48
Telalon Dee, 81, 1688 . e &7 i3 2 '] 43

1 Conipiled from records of the Cooparative Division, Farm Credit Admlnjstration. sod «f the Depart-
ment of Hural Emnom:s. Ohic Btate University. &ee alto Metrger, H. COOPERATIVE MARERTNG GF
FLUID MiLK, U, 5. Dept. Agr. Tech. Bull, 179, 91 % Hius. 1930, Young, P. A. DAIRY MAREETING
ASBOCIATIONS—SOME CHANGES 4 KD DEYZLOFMENTS. Ohio Agr. Expt. Sta, Bull 63, 1933 [mimgographed},

3 Period of o tion under conditions of Jow prices but without & contrel board.

# Pericd during which sontrel board was In eperation,

Types of Associations

Fourteen of the twenty-one sssociations in Ohio organized before
July 1933 are of the strictly bargaining type of milk cooperative; that
is, they act as agent for their members and negotiate with dealers
regarding price and other terms of sale. As a rule thess associations
do not, in their membership agreements, take title to the milk, and
do not handle any of it physically. All of the milk of their members
is delivered direct to the dealers. Although complete data are not
available, it is probable that most of the more recently organized
milk eooperatives in the State are also of the strictly bargaining type.
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Three of the twenty-one older associations are also primarily bar-
gaining cooperatives but, as differentiated from the strictly bargsin-
ing type, they either operate their own planta for processing surplus
or disposa of it independently of the local dealers. This type of milk
cooperative usually takes title 10 the milk, and in some cases, collects
for ita sale o dealers and writes the checks for the milk of members
at each pay period. Its scope of operations, on the whole, is wider
than that of the strictly bargaining cooperative.

The remaining associations are engaged in retail distribution. They
perform or supervise the performance of all the functions necesaary to
carry the milk to the ultimate consumer. Their operations are neces-
sarily complex, and a relatively heavy capital investment is required
for their plants and other facilities,

Development of Cooperative
Milk Marketing in Akron, Columbus,
Dayton, and Portsmouth

’I_‘HIS STUDY concerns itself mainly with four associations operat-
ing respectively in Akron, Columbus, Dayton, and Portsmouth.
The associations in Akron, Columbus, and Portsmouth are of the
stnct.ly bargaining type; while the one in Dayton, in addition to bar-
gaining, owns and operates facilities for processing & part of the
surplus milk or eream,

An association engaged in retail distribution was not included in
this study because much more time would have been necessary for an
adequate analysis of its operating practices, because the resuits would
have been applicable to only & small group, and because the associa-
tion’s problems as well as its method of attack upon problems were
entirely different from those of bargaining associations. By limiting
the study to associations whose operations are primarily bargaining,
-the results in their entu'ety will be applicable to a much greater
pumber of milk cooperatives in Ohio and elsewhere.

In an effort to make the results of the study as representative of
conditions in the State as possible, selection of the associations was
conditioned by the location and size of the market, the age of the
association, and the scope of its operations. Akron, Dayton, sand
Columbus sre among the eight cities in the State with over 100,000
inhabitants, while Portsmouth has & population of sbout 40,000.
Each is located in a different section of the State—Akron in the heavy
milk-producing ares in northeastern Ohio; Columbus in the central
part of the State; Dayton in the southwestern section; and Ports-
mouth on the southern border (fig. 2}.

The complete history of cooperstive milk marketing in Akron,
Columbus, and Dayton now covers approximately two decades, and in
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Portsmouth, about 12 years. The present organizations, except in
Akron, have not actually been in operation all of this time; but the
idea of cooperation had been suggested to and tried by farmers in their
milksheds several years before the present cooperatives were formed.

An sssociation operated as early as 1837 in Cleveland, whose milk-
shed is, in part, the same as that of Akron, and in 1910 an asscciation
was formed in Canton, with a milkshed aiso closely adjacent and
partly overlapping the Akron milkshed. An association was set up in
Dayton as early as 1912 and another in Columbus during 1916, both
primarily for bargaining. In each of these two markets small groups
of producers also formed cooperatives for retail distribution in 1918-19.
Most of these early associations were relatively weak and ineffective,
but they undoubtediy gave valuableexpenencein cooperative marketing
to local dairymen.

The four associations with which this study specifically deals were
formed somewhat later, The Milk Producers Association of Summit
County and Vicinity was organized in Akron in February 1917. The
Miami Valley Cooperative Milk Producers Association wes formed in
Dayton in 1921, and began operations in 1922, The Scioto Valley
Cooperative Milk Producers Association, in Columbus, was organized in
1922 and began cperating in 1923. The Scioto County Cooperative
Milk Producers Association, in Portsmouth, was organized in 1924,
reorganized formally in August 1930, and began opersting in February
1931. None of the four had any direct connection with earlier organi-
zations in the ereas, slthough some of the first members in Dayton
and Columbus had been members of earlier associations.

Conditions Leading to Organization

The marketing procedure in these eities before the associatior began
operating appears to have been for dealers to buy milk on a flat prics
basis, that is, the dealers agreelng to pay producers one price for all of
the milk shipped. Some producers, particularly those with low volume
and those on the outer edges of the milkshed, had no assurance of a
year-round market, and often recsived a substantially lower price than
other producers. Variations in price between dealers and wide
seasonal variations in prices were also frequent. The larger dealers
established the price level for the market. Where milk was bought
from producers on the basis of butterfat content—which was not a
universal praetice at that time—there was dissatisfaction with the
butterfat tests, and no check was made to determine their accuracy.

Formation of the associations in Columbus and Portsmouth was
sponsored by the dairy department of the Qhio Farm Bureau Federa-
tion. Those in Akron and Dayton had no such backing but were
organized earlier and during years of lower milk prices. Contacts

122200*—37——3
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with early members and examination of articles of incorporation and
preambles to bylaws indicate that the reasona for organizing were
much the same in all markete—dissatisfaction with existing markot
practices, sales methods, and prices.

The prime objectives in organizing, apparently, were to correct

unsatisfactory market practices by collective or cooperative action,
and to work toward higher prices. The broad purpose of the associa-
tions and the type of work to be done by them, aa indicated in articles
of incorporation, was to encourage better methods of marketing and
more economical production. The associations proposed to provide
for the collection, processing, preparation for market, handling, end
marketing of all milk and cream of members; and to do all of the
things necessary or incident thereto, that is; make the necessary
agreements and contracts or perform the services themselves. As an
example of the all-inclusive nature of some of these statements, the
articles of incorporation of the Portamouth association stete,
* % ¥ {he cbjects of this association shall be;: * * * to provide better
methods, facilities, and agenciea through which the products of ita memhbers may
be gathered, stored, analyzed, tested, pasteurized, manufactured, canned, dried,
processed, advertised, shipped, marketed, distributed, and aold.

Each of these associations has been in continuous operation since
the date of organization. The Wayne-Medine Milk Producers Asso-
ciation was formed in Akron at about the eame time ss the Milk
Producers Association of Summit County and Vieinity, but it became
an auxiliary of the latter association in 1919 and was legally absorbed
in it when the association was incorporated in 1933. The Becioto
Valley sassociation accepted & number of cream siations in counties
around Columbus as a part of its organization soon after it began
operating, but otherwise there have been no changes in its operating
structure. The Miami Valley association has had & number of cream
stations in the area and a creamery in Dayton as a part of ite structure
since ita beginning. Changes needed to improve its financial structure
and to permit certain changes in operating procedure were made in its
articles of incorporation in 1926 and agsin in 1933 and 1934. The
Scioto County association in Portsmouth, after a few informal meetings
from 1924 to 1930, was reorganized in August 1930 without s change
in corporate structure. A few of its early members set up a corpora-
tion for distributing milk late in the period of inaction, 1924 to 1930,
but it had no connection with the association, was not cooperative,
and was soon taken over by nonproducers.

Important Problems of Associations in the Four Markets

Problems which these four cooperatives have encountered during
their development have been much the same in each case, with the
differences largely a matter of degree rather than kind. Problems in -
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membership relations, in competition, and in the handling of surplus
milk were most prominent in the minds of association officials, because
these problems were particularly serious during a comparatively recent
pericd. Over the longer period, however, other probiems hava been
equally if not more serious. Low operating income, opposition from
established dealers, and indecision as to the marketing services or
functions the cooperative should perform are among those which the
associetions have had to meet from the outset.

Limitations of Financial Arrangements

Operating income has been a factor definitely imiting the scope of
activities of at least three of these associations since they first began
operations, The Milk Producers Association of Summit County and
Vicinity in Akron derivesits income from & commission of 1 cent per 100
pounds of milk scld and an annual membership fee of $1 per producer,
The association in Columbus is supported by a commission of 2 cents
per 100 pounds with no membership fee. Producers pay the associa-
tion in Portsmouth 2 percent of gross value and an initial membership
fes of $2.50. The Miami Valley association in Dayton—the exception
referred to above—deducts 4 cents per 100 pounds for operating ex-
penses, 2% percent of gross value for eapital purposes, and charges an
initial membership fee of $3 per producer.

With a volume of less than 100,000,000 pounds of milk marketed per
year in Akron and Columbus, about 55,000,000 pounds in Dayton, and
of only about 12,000,000 pounds in Portsmouth, the total income from
commissions of this size is relatively low. Operating income for 1934
was approximately $5,000 in Portsmouth, $12,000 in Akron, $20,000
in Columbus, and $31,000 in Dayton. With only 250 members or
patrons as compared with close to 3,000 in the other 3 markets, the
Portsmouth association had s larger ineome per member, notwithstand-
ing the small amount of the total.

The amount of the commission per 100 pounds in Akron is ameng the
lowest for milk cooperatives of any type in the United States. Con-
tacts with 15 other associations in another study by the Cooperative
Division ? in 1936 revealed that the total commission for bargsining
associations ranged from 3 to 12 cents per 100 pounds, and in no case
was below 2 cents for operating and administrative expenses. Dedue-
tions of 4 and 5 cents were mors common,

It is also important that, except in an emergency, such as a dealer's
going bankrupt, there is no provision for incressing the commission
in Akron except by a direct vote of the members themselves. Ths
amount is fixed in the association’s bylaws. ‘The present rate of
check-off in Columbus can be increased 50 percent by the advisory

t 8titts, T. G., and Welden, W. O. {See foatnoia 2, p. 2)
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council of the association to the limit provided in the marketing
sgreement. Bylaws of the Portamouth associatior provide an upper
limit twice as high as the present rate, with the board of directors
authorized to set the amount within this limit. The board also sets
the commission in Dayton, and the only condition of its suthority is
that the rate be the same to all members for a given quantity of milk.

Financial arrangements have not only limited the operations of
these associations from the beginning, but have prevented the accumu-
lation of reserves, have resulted in the producers having no real
equity in the association, and have undoubtedly affected the ability
of the associations to adapt their operations to changes in market
conditions,

PERCENT
PORTSMOUTH
15

10

DAYTON

AKRON

1 5 1] 5 20 o w
NUMBER OF MILKE COWS iIN HEAD

Fioure 3.—FreQueNcy DisTrRiBuTiION OF PrODUCERS INTERVEEWED IN
§Om MARgEeTs v Omi0, AccORDING TO Numeer or Mk Cows ix THEIR
ERDS.

The average number of cows in the herds of the producers interviewed was highest in
Celumbus and lowest in Dayton,
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Maintaining Satisfactory Relations with Members

Considerable difficulty has been experienced by each of the asso-
ciations in generally maintaining satisfactory relations with ruembers.
The Asscciations in Akron, Columbus, and Portsmouth are not in
position financielly to employ regular fieldmen, publish house organs,
or do a great deal of membership work. Their offices are not equipped
or manned to collect, snalyze, and disseminate market information
to members, except on a small scale. A lack of understanding on the
part of producers of the causes of price declines and & loss of confidenca
in their association are likely to grow out of these conditions.

Work with members is also complicated by the fact that the small
size of the average member’s herd of cows and the low production per
member has resulted in s relatively large number of producers in
relation to the volume of milk handled. Total receipts of milk per
day per producer average less than 90 pounds in Dayton, about 115
pounds in Akron, 130 pounds in Portsmouth, and 145 in Columbus.
The figures mey be compared with an average of approximately 170
pounds in Bosten, close to 200 pounds in New Yerk, snd over 400
pounds in Washingten, D. C. For the 652 producers from whom
records were obtained, the average size of herd was 8 cows in Dayton,
10 cows in Akren, 12 cows in Portsmouth, and closs to 14 cows in
Columbus (fig. 3). 7

Most of the services which a bargsining association performs, such
as testing, auditing, supervising marketing programs, keeping records,
disseminating information, and making field visits, require about the
same amount of work for each shipper regardless of the volume of his
milk. When operating income from each shipper is based directly
on the volume of milk, as is the case in most markets, a large number
of members with & small volume of milk becomes a definite hendicap.

Number of members.—The apparent trend in total mumber of
members of the older associations in the four markets is shown in
table 2. Complete data for the cooperatives serving Columbus and
Dayton are difficult to obtain because of the uncertain status of
_ patrons of cream stations affiliated with the associations. In Dayton,
for example, the cream shippers did not sign the new membership
agreemants in 1931. One of the affilisted cream units of the associa-~
tion in Columbus with close to 1,000 patrons severed its connections
in 1933. '

Each of the associations has lost some members during the last
few years with the organization of new cooperatives in three of the
marksts, but only since 1933, and then, only in Dayton and Columbus,
has the number of fluid-milk member-shippers lost been & serious
problem. Even during this period, however, the more serious mem-
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bership problems have centered around methods of handling surplus,
the attitudes and activities of dealers, and around the level of milk
prices, rather than around members leaving the association,

TasLe 2.—TotaL NuMsBer ofF MeMmBeRS OF COOPERATIVE MILK-MARKET-
ING ASSOCIATIONS IN AkroN, Corumaus, Davron, anp PorTsmouTH
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Surplus and Competitive Problems

An organization which agrees to meet dealers’ requirements for
milk to be sold as fluid milk and cream will need as much as 20 per-
cent more milk on some days than on others because of the variation
in dealers’ sales® Likewise, inevitable and uncontroliable fluctua-
tions in produetion bring into the market a varying quantity of milk.
The cooperative must market all of the milk of its members and, if
it has & “full-supply” contract, must have enough members so that
their production is at all times at least enough to meet dealers’
requirements.

For these reasons, there is in every milk market at all times 8
quantity of milk to be marketed over and above that necessary for
fluid-milk and fiuid-cream salea, Such excess milk is known as sur-
plus, and the handling or marketing of it in such a way as o minimize
its effect on fluid-milk and fluid-cream prices is important to the
stability of the market. Problems associated with surplus milk are
inescapable responsibilities of a cooperative with a substantial pro-
portion of the market under its control or supervision.

For the entire State of Ohio the quantity of milk or its equivalent
of butterfat used in manufacturing is almost {wice as great as the
quantity sold to urban consumers of milk and cream. (See p. 6.)

tRoss, H. A. SOME FPACTORS AFFECTING THE DEMAND FOR NILK AND CREAN TN TEHR METEOPOLITAN
AREA Or Rew Torx. Uf. 8, Dept. Agr. Tech. Ball. 73, 88 pp., Silzs, 193,
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Akron, Columbus, and Dayton are each located in rBlatively heavy-
producing areas with milk available in large quantities, Market
records show that in 1935 approximately 59 percent of the fotal milk
receipts in Akron was sold as fluid milk, leaving 41 percent surplua.
For the same year the percentages of fluid milk and surplus in Dayton
were 54 and 46 percent, respectively; in Portsmouth, 67 and 33 per-
cent; and in Columbus, 59 and 41 percent.

1f the effect of surplus milk on fluid-milk prices and general market
stability is to be minimized, it is desirable that the surplus burden
be distributed equitably over the entire-market; that seasonal varia-
tions in total market receipts be reduced, and in meny cases that the
quantity of surplus be reduced. Most of the difficulties which cooper-
stives encounter with reference to surplus milk grow out of their
efforts to work out and put into operation market schemes which will
sccomplish these objectives.

Surplus problems in these markets are complicated by transporta-
tion arrangements, local health-department regulations, and the
volume of milk shipped by the average producer. Hauling arrange-
ments are such that producers close to market pay almost as much to
have their milk hauled into merket as those whose farms are on the
outer limits of the milksheds. Thus, differences in hauling costs
are not great enough to exclude the volume supplied by relatively
far-out producers.

Regulations or requirements of city health agencies do not in any
of these markets act as a very definite limiting factor on the size of
the milkshed or the number of shippers within the milkshed. In no
case ars the requirsments particularly stringent, and, according to
sssociation officials, in no case have they acted as s strong deterrent
to new shippers.

The small number of cows and smeall volume of milk of many
shippers also affect the surplus problem in these mearkets. The
farmer with only four or five cows undoubtedly has more difficulty
in adjusting breeding and feeding programs soc as to have the same
number of cows fresh, and sbout the same milk supply throughout
the year. The fact that relatively small herds are characteristic of
these markets tends, therefore, to increase the quantity of seasonal
surplus, and to make it more difficult to work out and administer a
merketing plan which will not work undue hardships on many
producers.

Probably the most aerious competitive problem of milk essociations
involves the sales practices of nonmember producers and of dealers
who handle little or no surplus, and sell milk to consumers at prices
below the established level in order to gain volume. In this way the
fluid-milk price level is endangered and the bargaining position of the
association weakened. Competition of this sort was particularly
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keen in the period 1931 to 1933, especially in the markets where the
fluid-milk price was not lowered as much nor as rapidly as other
dairy-products prices or other farm prices,

Performance of Marketing Services

Most of the other problems which these associations have encoun-
tered in their development have related to the marketing functions
or services which they might perform for members. Complainia
from producers and demsands for more accurate butterfat testing,
better control of hauling, 8 lower dealers’ spread, & more detailed
sudit of dealers’ reports, a better means of handling surplus, fieid
vigits, a publication, and other similar items, on the ons side, have
been weighed against the cost of such services in relation to operating
income, the loss of the good will of their buyers, and the weakening
of bargaining power which might result from too-aggressive action by
the association, on the other.

Position of Association on Market

At the time of this study, each of the four older associations, despite
the existence of new associations in three of the markets, and despite
some difficulties in bargaining, appeared to be frirly well established.
Each had contracts with all of ita producers—contracts which have
been signed within the last few years and which eontinue in effact
for several more years unless canceled during a stated period each
year.

Each was selling milk to the larger and older deslers and was selling
a majority of the milk in the market on which it operated. The
association in Portsmouth has had 100 percent of the milk in its
market since 1932, exclusive of that sold by producer-distributors.
The Milk Producers Association of Summit County and Vicinity, in
Akron, sold in 1935 approximately 90 percent of the market total,
leaving 10 percent to the new association. The percentage controlled
by the older association was back up after falling to 60 percent in
1833 from close to 98 percent in 1928. In Columbus the Bcioto
Valley association sold about 67 percent of the total in 1935, leaving
approximately 33 percent for the new association. The older associa-
tion had around 80 percent of the total in 1928. The Miami Valley
association, in Dayton, marketed approximately 70 percent of the
total in 1935—not all of which was the milk of members—and the
new association, sbout 20 percent. The Miami Valley sssociation
has in recent years handled as high as 80 percent and as low as 50
percent of the market total and, for purposes of comparison with the
other markets, had about 60 percent in 1928. Apparently the
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Columbus Milk Producers Association had gained a stronger foothold
by 1935 than the other two new associations, It wasstill in 2 minority
position, however, in its market,.

Each of the sssociations was using a base-and-surplus plan for
regulating seasonal production and operating a market pool as a
means of distributing the surplus burden over the entirs market.
The association in Akron permitted members to sell milk to cheese
plants and to other outlets not in direct competition with fluid-milk
cutlets in the city, and had an agreement with a condensery in its
ares under which all of the milk of designated members; as well as

TasLe 3.—ExTeEnT To WHicH THE AssociaTions IN Four Onio Markers
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Ficure 4.—Percentace DistriBuTioN OF OpPeraTinG EXpPEnpITURES OF
THE OLDER MILK AsSOCIATIONs IN AKRON, CoLumpus, DAyTON, AND
PorrsmourH, Omo, 1935,

More than 60 percent of the combined operating expenses of the four amociations was
for direct marketing functions or services.

part of the surplus of Akron dealers, might be shipped to the con~
densery for sale. Affiliated cream stations gave the amssociation in
Columbus & partial degree of control over the marketing of surplus
in that area; while in Dayton the Miami Valley association operated
& creamery for the manufacture of surplus milk and of eream. As
originally formed, this organization included cream-station patrons
as an important part of its membership.

The extent to which the older cooperatives in Akron, Columbus,
Dayton, and Portsmouth were performing marketing functions and
services for their members in 1935 is shown in table 3. The distribu-
tion of their operating expenses is illustrated in figure 4. The handi-
cap under which the associations in Porismouth and Akron are
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operating because of a relatively low income is obvious. In each of
these markets more than half of the total operating income is required
to defray the costs of administration and of maintaining an office.
As g result expenditures for membership relations and for other
services and activities which the association might undertake are
sericusly curtailed.

Actual costs of adminjstration and office maintenance are much
higher for the Miami Valley association, in Dayton, than for any of
the other three associations, but as & percentage of the larger total,
they are lower than in any of the other three markets,

General Appraisal of Associations
by Members

HE SERVICES rendered and the activities undertaken by co-

operative milk-bargaining associations are such that a quantitative
measurement of the success of such organizations in their entirety is
almost impossible. Their work cannot be appraised by the means
commonly used for cooperatives which operate facilities for the pro-
cessing of milk or other farm products. An analysis of the finsncial
balance sheet and of the income and expense statements, for example,
is an unsatisfactory guide, although the better-financed bargaining
associations in most instances, have been able to render greater services
to their members.

Because of the lack of a tangible and quantitative measure of the
progress made by these associations in their entirety, the larger por-
tions of this study must be given over to analyses of separate and
various services rendered and individual operating practices. In
addition, the opinions of a representative group of dairymen in each of
the markets concerning the work of their association, are presented in
the hope that in this way some ides of the general success or failure of
the associations may be indicated.

In their capsacity as sales agents, the primary function of milk-bar-
gaining associations is to arrange the most desirable terms and condi-
tions of sale for the milk of their members. It is not surprising, there-
fore, that producers generally appraise their organization in terms of
price received for milk at the farma. Price at the farm is affected by
many factors in the market, among which are the volume of milk,
guality standards, transportation rates, butterfat tfests, seasonal
variations in supply, prices of butter and other manufactured dairy
products, and the demand for mitk by consumers.

Some of these factors can be influenced or controlled by the associa-
tion; others are entirely out of its control. For example, the supply
of milk may be influenced to some extent by limitation on the size of
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the milkshed, or by intelligent and vigorous use of the basc-and-
gurplus plan whereby the wide seasonsl variations in production may
be modified. The association, by consolidation of milk routes, may
force adjustments in hauling rates. On the other hand, prices are
directly influenced by, and must be adjusted to, changes in economio
conditions and shifta in the general price level. Unless thess factom
are considered, the results of & price study and of 8 price comparison,
especially by association members, are likely to be entirely misleading.
Except where a continuous and practical educational program has
been followed, producers do not generally recognize these limitations
upen the influence their associations can exert on price levels.

Direct services are rendered and functions performed or supervised
by the bargaining association in connection with many of the indi-
vidual factors, such as butterfat tests, hauling rates, quantities of
surplus, marketing plans, and quality of milk, which directly affect
the net price to the farmer. The results of some of the work of milk
cooperatives along these lines can be measured in quantitative terms
to the extent that statistical data are available. Such measures as
ars possible are of considerable value as indications of results achieved,

In this study, therefore, an attempt has been made to evaluate
certain of these activities by means of statistical analyses. Coms-
parisons of actusl results with member attitudes indicate the effective-
ness of the sssociation’s program for scquainting members with local
problems in milk merketing, and the steps which members recognize
as having been teken in the solution of these problems.

If the older associations in these four markets were eppraised on
the general reaction of their producer-members, and their success
measured by the replies of members to direct questions aa to changes
they have brought about in marketing conditions for milk and as to
whether or not they have benefited producers enough to make them
worth the cost, they would be declered successful by a vote of about
3 to 1. Between 70 and 75 percent of the members who were inter-
viewed apparently felt that their cooperative effort had brought bene-
ficial results. Slightly less than 20 percent had directly contrery
opinions. The remainder were undecided.

A number of limitations must be placed upon these general atti-
tudes of members. In many instances the producer does not bave
sufficient knowledge of the workings of his association to evaluate it
properly. In the older associations particularly, many of the present
active members were not selling milk before the sssociation was formed
and do not know what conditions were in the preorgenization period.
They are thus unable to make comparisons between present and
former market conditions. The attitudes of all members are subject
to the effects of rumors and biased opinions of those not favorable to
the association, These limitstions should temper the extent to



HMilie Cooperatives in Four Ghio Markets 23

which membership attitudes are taken as indicative of actua! con-
ditions, The amount of cooperative experience the member has had
and the extent to which the membership-relations work of the asso-
ciation has given him sufficient information to formulate a weighted
opinion are probably the most important factors affecting his ability
to pass reliable judgment.

Almost one-half of the producer-members with whom contacts
were made had been members of their associations since it began oper-
ating; and nearly 75 percent, for as much or more than half the
period in which their respective associations had_been active. Only
27 percent bad joined within the last 5 years.

In terms of years, 49 percent of the members had been with their
asscciation for 10 years or more, and an additional 24 percent had
been members for 5 to 9 yesrs (table 4 and fig. 5). Producers in
Akron had had more sxperience because their association wes older,
but & greater proportion of its members had joined the association
since it began to operate than was the case in the other marketa.
This means that & smaller proportion of the members in Akron were,
in position to make direct comparisons between present conditicns
and conditions before their association was in operation. Such a
comparison could be made by almost 80 percent of the members
interviewed in Portsmouth 28 compared with only 27 percent in
Akron.

TABLE 4.—LencTi oF TiME MeEMBERs STATED THAT THEY HaD BELONGED
10 THEIR ASSOCIATION

Perind
of membership Akron Colambus Dayton Partsmouth Total
{yoars)
Number, Percent | Number] Parcent] Numder| Percent { Number] Percent | Namber| Percent
[ o TP &) 259 5% LB 45 25.2 17 2 176 e
| S s8] 26.35 128 3% 2.1 0 51.3 * 155 .}
034 ... ... it 20.4 a8 8.7 8 .7 € o3 250 @0
2 Bl B8 L] aee [FOSPRSPU i 58 -]
Tatal. .. cou.o 36 ] 100.0 75| 106.0 7| 1000 18] 10090 7 108

£ 83 of this number are members of the new assoclations, and 50 of thass a!aled that they formerly had
been members of the older organizstions. One new associstion member and associstion mambers
bave bhad sxperience in other milk cooperatives, Teld

+§ of thesa have had other milk-nssocintion sxperienve.

¥ 14 of thess bave had other milk-association experience.

¢ 3 of these have had other milk-assoalaiion sxperience.

For all of the markets it appears that approximately 70 percent of
the prodacers interviewed were members of cooperative milk-bargain-
ing associations during at least a part of the period of steady markets
and relatively h1g§1 prices prior fo 1931-33 and also during the later
period of low prices and unsettled conditions. 'Their attitudes should
not be oo greatly influenced, therefore, by recent conditions to permit
& réasoneble appraisel of thsir association,
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LENGTH OF TIME SHIPPING ?LU%D MiLK, N YEARS

Figure 5. —FregueENcy DumTrisuTion oF Propucess INTERVIEwWED IN
Four MARkETs IN On10 AccorpIng TO LeENeTH oF TiMe SHirPING FLuD
MiLk.

Most of the presrnt members of the four older asociations began shipping fluid milk
between 1915 and 1925,

Changes in Market Conditions

In order to obtain an opinion as to the effect of the associations’
activities on marketing conditions from both the producers who had
been sélling milk before the association was organized and from those
who had been selling only since the essociation began operations,
the following question waa asked: ““Do you believe market conditions
are any better now than before the sssociation was organized, or are
better than if there were no association?” Over 400 or about 63
percent of the 652 producers interviewed stated definitely either that
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marketing conditions were better than before the association was
organized or that they were better than if there were no association.
Of the remaining 37 percent, one-hslf wera uncertain and the other
half indicated that conditions were not better (table 5).

TapLe 5.—Opmvions oF 652 Probucers As TOo WHETHER MARKETING
ConpiTions Were BETTER THaN BeErore THEIR ASSOCIATION Was
ForueD

Froducers repiving from—
Raeply to
quesiion ! .
Akyon Columbus Duayton Portsmouth + Tatal
Number| Percent| Nmber| Percent| Number| Percent| Number] Percenty Number| Percent

Yo8 21 8.0 14 8.4 125 68.3 50 85. 8 410 2.9
Vncertain. .« .oae -4 255 25 4.1 31 14. 8 it 13.1 13 18. 58
7 T, 40 i35 38 21.5 27 14. 8 i3 2.1 12 18. 55

Total.,ae---. 214 | 0.0 177 ¢ 360.0 185 100.0 7B 1000 633 100.8

I Do you believs market conditions see any better now than bafors the mssgefation wos organized. of
are battar than i there ware 1o assoclation?

These replies should be appraised in the light of the limitations
discussed earlier in this section. Recent events are undoubtedly
clearer then those happening several years ago. This fact might
well influence the replies from producers in the Akron area where the
asgociation has operated for almost 20 years. Such an influence is
apparent from the relatively high proportion of “uncertain” answers
in Akron and the much lower proportion in Portsmouth where the
association has had only 5 years of operating experience.

"Changes in Producers’ Attitudes

Another indication of the general attitudes of members is revesled
by a tabulation of answers to a question as to whether the producer
was more favorable or less favorable to the association then when he
first became & member. This question is equally applicable o old
and new members although a ht.tle less direct than the question on
market conditions,

The answers indicate that 34 percent were more favorable, 19.3
percent less favorable, 39.4 percent unchanged, and that 7.3 percent
had no definite opinion {table 6). It is reasonable to sssume that
those whose opinions have not changed since joining were for the
most part favorable to the association—otherwise they would not
have joined. Those whose opinions had become less favorabie con-
stituted about one-fifth of the total—about the same proportion as
those who believed there had been no improvement in marketing
conditions. The only significant variation between members of
associztions on the individual markets was in Portsmouth where only
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8 percent of the members were less favorable and almost 80 percent
either more favorable or unchanged.

Tabre 6.—CHances iN THE GENERAL ATTITUDE OF 647 Meuners Towanrn
THeR AssociaTioN Since Thev Jowwen

Meambers reporting from—
Change in
atiisude t
Akron {olumbus Dayton Portamouth Total
Number| Pereent | Numberi Pevcent | Number | Percent | Number| Preeent | Number| Prreent
More favorable. ... a8 3.8 7 .0 &7 7.4 &8 %2 20 Me
Attitude up- .
changed.. ... ... 8 20 b 544 [+ M1 0 a3 388 N4
Indefinjie anawar. _ a1 9.7 9 &t 15 841 2 iae 47 1.3
Lees favomable. ... 47 7.8 » €05 - 01 a 7.9 §328 1.3
Total. ... 218 k 1006 178 100.¢ 179 | 1808 | a0 M7 1008

1 " Arp you more favorable or isss favorsble to the sssociation now than whan you frst beoame s mambert™’

Reasons given by producers for their change in attitude were not
suited to tabulation., Most of them were rather general in nature,
indicating that the association was doing & better job or had failed to
do a good job, as the case might be, or that changes in price levels and
marketing conditions had caused their change in attitude.

Direct Benefits of Associations to Producers

Almost 75 percent of the members with whom contacts were mede
listed one or more specific things their association had secomplished
which, to them, made it worth-while to be 8 member, or mentioned
particular phases of the market which they gave the association eredit
for improving. Only about 15 percent stated definitely that they
believed there had been ne improvements creditable to the sssociation
and that they had derived no benefit from association membership.
Another 4 percent answered “not much”, without listing any specific
factors (table 7).

TasLe 7.—ExTesT To WiBicH Mreumeers Have Beneritep FroM THE
AcTIVITIES OF THEIR AsSOCIATION, As LisTED BY 647 MEMBERS

Members reparting from—
Indicated reply
Akron Columbus Disyton Portamouth Total
Bensfited in one or | Number|Percent | Number | Peveent | Nusnler|Percerd | Nutber| Pereenl [ Number| Proeend
TROre WaYS- o .. 133 6.6 136 76.7 143 e ] i3 472 7.8
Donotknow...... 2 182 2 L1 il &1 2z 268 37 I %)
Noanswar. ... 7 3.2 [ 28} ... .. e 3 40 15 213
Not much bensfit. _ 13 a0 L] 23 7 %] 1 13 2 3.9
No bepefits in any
WAY .o ce e 41 100 0 7% hi 3 181 ] $1.8 ] L1
Total. ... 258 | 0.0 i78 § 100.0 1 006 7] 1o o7 oo

5 Combined anxwers to the Iollowing questions: (@) “Whai has the associstion done for you which hae
mxde it worth-while o belong to Lhe asseciatica?’’ and () *Whnat condilions do you give the ssscciation
eredit for #nproving?”’
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The proportion listing one or more benefits was highest in Ports-
mouth and lowest in Akron. Those listing no benefits were the
smallest percentage of the total in Portsmouth and the lergest per-
eentage in Akron. Here again, however, the fact that some of the
work of the association in Akron was done over 15 years ago while all
of that in Portsmouth has been done since 1931 must be considered in
weighing these results. The number listing no benefits is almost the
same as the number who have become less favorable and the number
who felt that marketing conditions were no better—123, 125, and 121,
respectively, in each case about 18 percent of the total.

The replies of the 472 members who listed one or more accomplish-
ments or market improvements which should be credited to their
sssociation are summarized in table 8 according to the nature of the
benefit the member received. ‘‘Better milk prices” and *‘generally
improved market conditions’” were listed much more frequently than
any other benefit. Over 75 percent mentioned price, illustrating the
importance attached to it by producers. Weighing and testing were
prominent as benefits in Columbus and Dayton, hauling rates in the
same two markets, and guaranteed pay largely confined to Akron.
An examination of table 3 and figure 4 in the preceding seetfion shows
that this emphasis coincides to & large extent with the relative amount
of work done by the associations along these particular lines.

TaBre B.~—NATURE or THE RESULTS OF ASSOCIATION ACTIVITIES, As LISTED
BY 472 MEeEMBERS

Members reporting from—
Indicated
resuit
Akron Columbas Dayton Portsmouth Tutal
Num-| Per- | Num«| Per- | Num-| Per- | Num-} Per- | Num-| Pe-
ber {eemtl | ber |cemtd | ber [oeni®| Der |oemtt ! ber | centd
Better milk prices... ... 81 8.9 051 728 12| w32 51 8.3 G i %)
Generaliy tmproved market. 82 ¢ 8LY 81 2.1 66| 46.3% ¥ @7 23 47.2
More satisfactoty testing or
wely O, 4 3.9 801 BL1 581 371 3 £0 179 27.3
Botter heuling srrangements. 17} 18 51 37.0 56] 30.2 5 8.2 128 21
Produsers’ interasis repre-

SOUEEd . e r i e 2l 85 11 81 ? 83 7| 3 48 el N
ymgui guarentesd ... - 120 0t 1 [ 3 N 13 285
ETCH % 1 ] 88 ] 3.7 il 7.7 4 6.4 2 £t

Totaireplies. . ______._..} |5 ... bz 2 - 15 3 f 3 i IR - HE O

1 Besed on 133 membars replying to question. {Ree alsc table 7.}
# Nased on 135 membaers replying Lo question.

1 Based oty [43 members reDlying to gasstion,

1 Baxad on &1 members rep y?ng to Guestioh.

¢ Based on 471 inembers replying to question

The nature of the benefits derived from the associations’ activities
listed by members also coincided fairly closely with the opinions of
producers as to unsatisfactory marketing conditions before the asso-
ciztions were formed. Low prices wore listed by about half of those

who remembered preassociation conditions; unsettled markets, by 30
132200° 87 ——8

awthate Trctfinta AF Pt _
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percent; dealer control, by 30 percent; poor tests, by 24 percent; and’
poor hauling arrangements, by 4 percent. The fact that producem
feel that their benefits from the association have also been along these
lines might indicate that these are the most important aspecta of the
market to the producer, that the sssociation has concentrated its work
along these lines to correct the unsatisfactory conditions, or that
producers formulate their opinions of present conditions by compan-
son with conditions in the past. All three are probably true to a
large extent.

Additional Services Suggested

Although, as stated previously, over 70 percent on the whole were
definitely favorable to their associations and considered its past
efforts well worthwhile, many producers felt that their association
should perform more of the marketing functions. Approximately
200 or about 31 percent of the members suggested one or more serviees
or lines of activity to which they thought their association should .
devote more attention {table 9}. "

TasLE 9.—LiNES oF ACTIVITY TO WhHicH 199 MeMmBers InDicaTED THA
THEIR AssociATION Suourd Devore More ATTENTION

Number of members reporting fram-—

Lioe of nctivity e
olum. Poria-
Akron bus Dayton | -0k Totsl

Testing or checking butterfat content or weights. . 42 i & 74 =
Membership relatiors—education snd senma work | 2 17 8 2 47
Distribution of miik at reteil_ . 2 7 2 1 a3
Physical hagdline of sur P]us itk ..l 3 11 3 5. =
Ceontrnl or supervision of haealing ] ] H 2 in
Bargaining. ... ... . 13 & | n
A&vﬁ:usmg LTI SO, Fi z 2 3 14
Auditing dealers’ sales records nm e [: 3 POR 1 H u
MESORlRN@ONA . . ... e 4 4 4 i i1

ToteIanswers. ... . ..o ... 05 ] L]

Totalmembers__._ ... ... ... ., ... 1} % ﬁ g ?sm

There is a noticeable relationship in each case between the sug-
gested activities mentioned and the type of work already being done
by the association. Most of the requests for more work in testing
and sampling were in Akron where no testing was done by the asso-
ciation. More work in membership relations was suggested in Akron
and Columbus where there were no field men nor house organs, and
fewer field visits were made by association officials. Requests for
retail distribution were most numerous in Dayton where the associa-
tion is selling at retail in two of its secondary markets. Retail co-
operatives have operated in the past in both Dayton end Columbus.
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Market Price Structure

NE OF the most significant facts brought out concerning the

attitudes of members toward their milk-marketing association is

the prominence which members attach to the price they receive for

milk and to producer-dealer relationships. Over 75 percent of the

members who listed benefits from the associstion’s work included a
better milk price as an important result.

The prominence which members gave to price in their appraisal of
the objectives and results of cooperative milk marketing (tabie 8) is
a rather logical reaction. The principal function of these associations
is to negotiate with dealers regarding price, terms, and conditions of
sale. In the final analysis they act in much the same way as a
broker in arranging for the sale of members’ milk to distributors and
processors. Thus, if price or any of the terms or conditions of sale
are not satisfactory, or if they appear to be more advantageous to
distributors than to producers, the association, in the minds of mem-
bers, is at fault and has been ineffective in its bargaining.

Price Objectives and Problems

In the mind of the association member, the chief responsibilities of
his bargaining cooperative in msatters pertaining to price sre to get
gs high a price as production and consumption conditions will werrant,
to get as high a percentage of the “‘consumer’s milk dollar” as pos-
sible, to check or audit dealers’ records under class-price systems so
as to prevent usage of surplus milk for fluid milk or fluid eream and,
in some cases, to guarantee members that they will be paid for milk
delivered. They believe that every effort should be made to control
or regulate supply and to increase consumption so that a higher price
will be possible or the existing price level can be maintained.

In addition, the associstion mmanagement must take upon itself
the responsibility for working toward economic scundness in the
_ price structure and for weighing the effect of prices upon production,
consumption, and firm market conditions over the longer period. It
must also disseminate information to its members in order to prevent
misunderstanding as to the associations’ price objectives. The prob-
lem for the cooperative, therefore, involves not only justifying its
actions to members and to milk consumers, but also the establishment
of a sound price structure.

Class-Use Price Structures

Milk is sold to dealers by the association in each of these mackets
at prices based on the use to be made of the milk. This practice has
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been followed since 1920 in Akron, 1923 in Columbus, 1925 in Daytop
and since February 1931 in Portsmouth. The diffcrent classifics
tions, the uses to be made of the milk, and the prices paid by dealen
f. 0. b. city, in each case, as of December 1035, are shown in table 1{

;

TasLE 10.—PricES AND CLASSES OF MILK SOLD BY THE ASSOCIATIONS W

DrstripuToRs, DEcEMBER 1935 i
i
0 -
Classof | P&F Clamaf | T
Xtarket and vee of milk milk ;‘m:ngs Markst and use of mitk ik ?m;a;}&
ity ety
-
- B
1 $2.10 Fluldmih . _...._....... 1 ae
Ia 188 Fiuid croam in .
11 186 e cteal ... ..., ... ib LE
Il 1.5 Buttarmilk, ate..... .. ... H Ly
Condensad itk . ... . .. 4] L%
1 Z10 Butter. ... ... ....... It 1. &
Ia 1.70 {| Portamouth: t )
I 1.8 Fledmile .. __ .. R )
Hia 187 Fluidemsam.. .. ... ... iI LM
Iih 1.47 Toseream. ... ........ Ifs 1.8
Allotheruses. ... _..... S | H L%

! 3.5 percent milk.
* 4.8 percent milk,

Determination of Class Prices

In practically all classifications other than those for fluid milk,
fluid cream, and special milk, the prices are calculated each month
by the use of a formula with the average price of Chicago 92-score
butter as the basis. Thus the price for class IIIb in Columbus in
December 1935 was four times the average price of Chicago 92-score
butter plus 15 cents per 100 pounds. This price basis for class II1b
milk and for all other classes in each market reflects competitive con-
ditions in that market for milk for that perticular use. In other
words, milk used for making butter in Columbus is in direct competi-
tion with milk going into butter in all parts of the United States and
the price for such milk must, be fairly closely related to prices in the
United States a8 & whole. The same is true, generally speaking, of
milk used in other manufactured products such as cheese and
evaporated milk.

On the other hand, neither fiuid-milk nor fluid-cream prices are:
calculated by such & formula, Prices for fluid milk and milk to be
used for fluid cream are sffected Jesg directly by outside competition.*
Cream is more b“lkY t_hﬁn butter, hence transportation costs are
higher. In addition, milk fop use as fluid cream, in a number of
market areas must be produced under known and designated sanitary
conditions. Fluid-cream prices, though gomewhat lower than those
for fluid milk, are pevertheless higher than those for milk going into
butter, cheese, and other manufactyzeq products. Fluid milk is even
more bulky than fluid cream, and pygy glsg be produced under
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sanitery regulations prescribed by local authorities. Dealers and
consumers want a fairly even supply of fluid milk, fresh and of good
quality throughout the year. For these reasons fluid-milk prices are
consistently higher than those of milk for other uses.

Price-Bargaining Procedure

Bargaining activities of the older associations in Akron, Columbus,
and Dayton are under the direction of sales committees chosen by the
boards of directors. In Portsmouth the board of directors is itself
the sales committee. The number of members on these committees
is 7 in Portsmouth, 8§ in Columbus, 10 in Akron, and 14 in Dayton.
Producers’ marketing agreements and association-dealer contracts
provide specifically that the prices shall be those determined by
mutusl agreement between dealers and the sales committees meeting
in joint conference. Such conferences may be called by either party—
usually by the one wishing to initiate a price change. Provisions are
made for arbitration by jointly selected committees when the dealers
and the sales committes fail to agree on prices to be paid.

Results Achieved Through Bargaining

There can hardly be & quantitative meassurement of the results which
the older cooperatives in Ohio have obtained in their bargaining
operations. Prices paid producers in the different markets and in
different years are not directly comparable becauss of real and impor-
tant differences in market organization, competition, and in other
local factors affecting production and demand for milk. The price of
milk in any market at any time is the result of a vast number of
factors, of which the associations’ bargaining influence is only one.

To the extent that data are available, there are two or three types of
comparisons which can be made with reference to the changes in milk
prices which may be of some value in s discussion of price. It is
possible, for example, to compare the changes which have taken place
in milk prices in Akron, Dayton, and Columbus since about 1923 with

.the changes during this same time in butterfat prices end in other
farm prices in the State. It is also possible to mesasure the amount
by which fluid-milk or class I prices and weighted-average prices for

milk have exceeded butterfat values.

Comparison of Price Levels

Index numbers of milk, butterfat, and of the other farm prices
{table 11} show that milk prices over this period have been a little
less flexible than either butterfat or other farm prices; and that in
none of the three markets did milk prices go down as rapidly, or
reach as low a level as either butterfat or other farm prices. By 1935
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milk and butterfat prices had recovered ahout 20 pointa or ahout 40
percent from the low point reached in 1932-33; while, due largely to
high ment-animal prices, the index of the other farm prices in 1045
was 36 points or 90 percent above that of 1032. (See fig. 6.)

Tasire 11.—ReLatve Prices or MLk F. O. B, Akron, CoruMmsos, anp
Davron axp oF Faru Prices oF BUTTERFAT AND SELECTED FArM Prob-
veTs 1IN Ouio, 1923 1o 1935 (1925-27=100)

Iod " ; Index of aversgn prices Inry of
of 1 milk of all milk farm " Index of
iron o fnrin
Yo Col Colt iy FLisikid
um- oltims nrm tterfel
Akron bus Dayton | Akron ? s Dayion produstss
f L3 U 18 jEid {1 8 1
01 4. IS T ] Wz 101 21 ]
L) o8 29 108 [ 3 (R, fEL-3 i
101 o 100 99 o9 s "
100 108 i 10 io8 n k-3 g
100 163 198 o 31, 1M 8 8
m 108 153 108 his ] n6 74 H1z
07 o5 g1 az 97 ) R3 H
89 rid 78 5% “ ] 5 [
47 52 ) L] 55 54 0 k.
40 54 55 40 ] fi2 £7 41
B2 & 73 &4 86 4 ] an
88 e B 83 ;%] 70 i ] al

! See appondix tables 28 and 29,

1 Akron index numbers on basis of 3,5 percent milk Instead of adjustad 4.pereart price s» shown in table 9,

# Calculated by use of prices shown In appendix table 29 andd of thn average annusl (paszitities nf thene prod.
uets sold in 1930-34 a8 indicaled in dais published hy the U. B. Depanment of Agricuiture: Corg, 16,230,000
buzhels; wheat, 21,650,000 bushels; hay, 305000 tons; beal catile, |5, 550 huniredweight; veal caives,
BOR, 440 hundru{wcight; hogs, 0,243,500 nndredweight; and eggs, 112,044,000 dozen

In each of the three markets class I milk prices varied during this
period within & range of 51 to 56 percentage points. Weighted aver-
age milk prices showed ebout the same range. As compared with
this, there was a range of 66 points in butterfut prices and of 63 pointe
in prices of other farm products. The disparity between milk prices
and other farm prices was greatest in 1930 and 1931 when milk prices
did not go down as rapidly at the beginning of the depression. The
level of milk prices in terms of 1925-1927 prices was higher than either
butterfat or other farm-product prices during each of the 5 years
from 1930 through 1934. This was true despite the fact that milk
prices were the lowest in the history of these associations.

Fluid-Milk and Butterfat Prices

Milk prices in the four markets in Ohio as shown in table 28 can
also be compared directly with the value of butterfat in milk, as indi-
cated by farm butterfat prices, to determine the extent to which they
have been kept above the manufacturing or competitive level over this
period, It is to be assumed that each dairy farmer could have secured
readily the average butterfat price for all milk produced. The whole
milk price level, then, may be compared with this by measuring the
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Fluid milk prices were slower to go down and, as compared with the period 1925 to
1927, did not decline to as low levels as cither butterfat prices or other farm prices.

amount by which it exceeds the butterfat value. This has been done
to obtain the figures shown in table 12.

In each merket, a fairly substantial, though by no means uniform
spread over butterfat value wes maintained. Especially in Akron
the amount of the spread showed a tendency to decline from the high
pointin 1930. A steady decline in the amount may be noted in Ports-
mouth since 1931. If might well be, however, that spreads maintained
in earlier years in these markets were greater than justified by differ-
ences in eosts of production and marketing; or it may be that compe-
tition and increases in supply, brought on in part by the high spreads
at the beginning of the period 1930 to 1933, forced lower prices and
spreads in the last 2 or 3 years.
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TasLe 12.—Price SprEaD BeTweeN MarxeT Mn.x v Akron, CoLvmnn,
DavToN, AND PorTsmMoUTH AND ManuracTunes Mox v Owmio, 1923
10 1935}

Prioe spread per 100 pounds between maenulscitred milk sad—

Yoar Clses I milk Woightad aversgs of ail oinsees—

Colum- Ports- Crin- Porta.

Akron bus Dayton | - Akron Sun Dayton mouth
$LB83 [ eennnn
.80 f
L5 $0. 73
1. 58 T
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i Sen tables 28 and 2. Butterfat prices {imes 4 plua 25 percent subteactad from § perrent milk prices in
Caolambux, Dayton, and Portamouth; and butteriat price times 3.5 pius 20 percont subtrected from 2.4
percent ik priees in Akron.

The fact that these price spreads varied between markets results in
a large measure from varying eompetitive conditions. Thus, in 1929,
in the six counties comprising the Dayton milkshed, where the spreads
were lowest, whole-milk sales averaged 11.2 gallons per acre of farm
land and the milk equivalent of butterfat sales was 5.2 gallona per acre
of farm land. In Columbus, where the spreed was also low, the
figures were 14.9 gallons and 5.9 gallons; in Portsmouth, 7.3 gallons,
and 2.3 gallons; and in the five counties comprising the Akron milk-
shed, 28.4 gallons and 3.8 ganllons, respectively.?

In Akron and Portsmouth, where butterfat sales are lower per
gallon of milk sales, & greater spread can be and has been maintained,
The differences in spreads between the markets, therefore, do not
necessarily indicate the. relative bargaining influence among these
cooperatives.

These data are not conclusive evidence that the associations have
been the cause of higher milk prices during the last few years in these
markets. There 13 no way to determine what the trend in prices
would have been without the existence of the cooperatives. The
data do offer some explanation, however, of the reasoa why 360 of the
472 members who stated that their associations had been of direct
benefit to them, listed a better milk price as one of the benefits.

t Y, 8. Pept. of Commesce, Bureau of the Census.  Fifteenth Cansus of (he 1nited States, AGKICUL:
TURE—OHTO. 1930,
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QOther Phases of the Price Problem

As indicated above, three other matters are involved in the ques-
tion of market prices and selling plans. These are: (1) the margin
between the prices paid to producers by milk distributors and the
price received by the distributors from consumers, or the *‘dealers’
spread”; (2) the degree to which distributors, buying at use-class
prices actually pay for the milk according to its use or the procedure
in auditing dealers’ books; and (3) the guaranty of payment to
producers by the association.

Dealers’ Spread

For & complete analysis of dealers’ spread in these markets it
would be necessary to have, among other things, detailed statistics
on prices.paid and received by dealers and on the volume of each
product sold in containers of each size in both wholesale and retail
channels. Available data permit a measure only of the spread on the
quarts sold at retail off delivery wagons. Prices paid by distributors
for class I milk f. o. b. city (see table 28), adjusted to the average
butterfat content of the retail quart and divided by 46.53 (the num-
ber of quarts per 100 pounds), are subtracted from the average price
received by distributors for quarts sold st retsil to determine the
amount of this part of thespread. (See tables 13 and 30.)

Taste 13.—SprEaD BETWEEN THE AVERAGE RETA1L PRICE PER QuUART
of MiE anp THE Crass I Price Pa By Dearers F. O. B. Crry, 1923
o 19352

Spreed botween tetail pﬁoa and Sgpread batween retall price and
1. 0. . price of elass I midk f. 0. b. price of class 1 milk
Year Yoar
Colum.| Day- | Porls- Colum-y Day-
Akren i“ous | ton | mouth Akron | “yo toh | mouth
Crrts | Cents Cents ¢ O Cenis
537 {eemeaeee S .11 &00¢ 801 ) ______-
-3 LU IR e 501 546 592 B.85
4+.H 52 8. 85 §.30 848 §.80 £.05
.00 5 50 6 19 813 408 5.31 534
525 % 42 8. 56 3.60 &M £.40 6,25
&2 493 16954 & 54 547 & 60 5.85
Sl £32)] 1878

1 Ciass [ prices (appendix table 28} dlvided by 46.53 and subtracted from sverage retail prices per guart ag
shown in fable 30, Akvon prices adjusted to 3.8 pereent buiterfat, others io 4 percent.
* Mot tully comperabie, see footnote, tahle 28,

There have been no significant trends during the past decads in the
amount of dealers’ spread on the retail quart in Akron and Columbus.
The spreads in 1935 were lower in these markets than in either Dayton
or Portsmouth where the trend has been downward in recent years.
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Without a more careful study, and data on the aprend on other unita
sold in other channels, no conclusions ean or should be made concerning
the size of these spreads. It may be said without fear of error, how-
ever, that the spreads on this unit were fairly low as compared with
other cities in the United States. A study by the National Cooperantive
Milk Producers Federation, for example, as of January 1935  showed
that the simple average of the spread on the reteil wagon quart in 30
other cities was 6.16 cents, and in 19 of these cities the spread was
higher than in either Akron, Columbus, Dayton, or Portamouth.

Auditing Dealers’ Sales Records

The associations provided in various ways for the suditing or check-
ing of the “class-use” reports of distributors to whom members sold.
The cooperatives in Dayton and Columbus at the time of this study
employed certified public accountants to make regular audita, while in
AlJzon " and Portsmouth, association officers did whatever work was
done along thisline. In Daytoen the accountant was employed entirely
by the association. In Columbus an accounting firm was paid by
producers under an agreement whereby dealers in return financed
entirely the work of the local dairy council in consumer education and
advertising.’* Sales agreements with distributors in Akron end in
Columbus provided for an sudit to determine class I sales and base
requirements iu connection with the base and surplus plans but made
no provision for regular audits. Provision for regular audits was made
in sales contracts between the association and distributors in Ports-
mouth.

Guarantee of Payment .

The Milk Producers Association of Summit County and Vicinity in
Akron was the only one of the four older associations specifically guar-
anteeing its members that they would be paid for milk delivered. No
reserves were carried for this purpose but the association was empow-
ered to levy an additional 1 cent per 100 pounds tocoversuchan emer-
gency and to require bonds of distributors known to be in uncertain
finaneial condition. In Dayton, payment was not specifically pro-
vided for although the individual producer contracts stated that the
association would collect for the sale of milk and pay producers in
proportion to the quantities delivered. These contracts also implied
that “guarantees’” might be one of the expenses covered by deductions

# Bervics Balletin No. 3, 1864, Nat, Coop. Milk Prod. Fed., Wash. D. C,
it In Akron pubiic secountants hava recently taken over sudfiing responsibilities and sre paid by the
associstion.
12 Sinee the ttme of the study the esociation fo Columbus has discantinued jis practies of paylng s priveis
Yiring i



Mitk Cooperatives in Four Ohio Markets 37

made from proceeds of sales® 'The association in Portsmouth had
the power to require bonds of its distributors if it deemed such &
procedure necessary. No provisions of the three-way contract
between producer, association, and dealer in Columbus could be con-
strued as a guarantee of payment.

Atiitudes of Members

Comments by members indicate that only a few give the associations
special credit for improving these latter phases of the milk market.
1% is probable, however, that members were thinking partly of dealers’
spread, auditing, and guarantee of price when they mentioned “better
prices”, *zenerslly improved market”, “more bargaining power”,
“more satisfied with results”, end ““more nearly representing producers’
interests”, as benefits they had received and as ressons why they were
more favorable to their association. Guarantee of payment was listed
specifically as e beneficial result of the associations’ work by only
12 members in Akron and by 1 member in Dayton; a lower dealers’
spread, by I member in Columbus; snd auditing, by only 2 members
in Dayton,

On the other hand, 37 members stated specifically that a lower
dealers’ spread should bave been but was not & result of their asso-
ciation’s work, and 12 members indicated that their association should
do more auditing,

Market Stability and Control of Surplus

SECOND to, if not equeal in importancs to price and dealer relation~
ships to association members as responsibilities of their milk
marketing associations, are those relating to the maintenance of a
stable or steady market. Members feel that the association should
provide a continuous market outlet for all milk, and should control the
marketing of surplus in such & way that it does not endanger fluid
milk prices.

The terms “steady market” and “stable market”, when used by
- producers, undoubtedly refer to price to a large extent. Even for
purposes of analysis, therefore, it is difficult to draw a line of division
between discussions of price and discussions of other market conditions.
In the same way, the base-surplus plan, designed to affect the seasonal
veriations in shipments by producers and to distribute the proceeds
from the sale of milk in s certain way, is confused with class-use
price systems.

Thus, when 223 producers mentioned “generally improved market”
83 & benefit of the associations’ work, some of them meant, that prices
were more satisfactory, fluctuated less, and so forth, while sthers were

™ In the spring of 1036 specific provislen was mads for guoranteeing payment to mambers in Dayisn and
8 speciat reserve fupd was set up for this purpoese by the board of directors,



38 Farm Credit Administration

referring to a more even supply, a firmer market tone, 8 continunus
outlet for all of their milk, a imited milkshed area, and to other con-
ditions. The same interpretation must be given also to other general
comments.

That some members are thinking in terms of market conditions other
than actual pricea paid farmers for milk, however, is evidenced by the
fact that 22 members stated that their associations should handle
surplus milk as a new marketing function. Over 30 members indicnted
that their asssociation should have exercised more eontrol over the
supply as a whole; 20 stated that the tendency for producers to be
deprived of a market unexpectedly was one of the unsatisfactory
conditions before the associations were formed. Eight members listed
the unlimited supply or milkshed area as one of the unsatisfactory
conditions that should receive the attention of the association.

Guarantes or assurance of a market outlet for all of the milk of
members ia with these coopersatives, as with most milk-bargaining
associations, an obligation assumed by the cooperative at the time the
member's contract was accepted. Implied in all associstion-pro-
ducer agreements is that the association will market the milk for each
member at a price comparable to that received by other members,
Along with this is an agreement by the producer to market all of his
milk through the association, except in special cases. In Akron, at the
present time, for example, members are permitted to market their
milk above base allotments in any channel they may select as long as
it does not compete directly with the fluid milk and fluid cream in the
Akron market. In the other associations, members must market all of
their commercial supply through the association unless otherwise
instructed by the association.

Surplus Control Problems

The cooperatives in these four markets have attacked problems nsso-
cinted with surplus milk in several ways. Each of the associations is
operating a base-surplus plan designed to decrease seasongl variations
in supply by encouraging even production throughout the year,
Each is also operating a market pool so that all members receive the
same base and same surplus prices for milk of the same butterfat con-
tent. In addition to this, the association in Akron has made provision
for marketing part of the surplus milk through & condensery in its
ares; and also permits members to sell surplus milk in other channels
(see p. 43). The association in Dayton operated a menufacturing
plant for processing cream, and the associations in both Dayton snd
Columbus include cream shippers as members. The cream plant
operated by the Dayton association handles only from 2 to 5 percent
of the whole milk delivered by members and does not attempt to
handle all of the surplus milk of members.
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The term “base-surplus” is applied to a method of distributing
the proceeds from the sale of milk under g class-use system in such
& way as to encourage even production throughout the yearand,in some
cnses, to discourage the marketing of any large quantity of surplus.

Under such a plan, producers receive & higher price for their base
quantity which has been allotted to them previously and & lower price
for any milk delivered in excess of this base. The total of all bases
allotted is, in theory, directly related to the total of fluid-milk sales
and, in some cases, fluid-cream sales. Each individual’s base quantity
is his proportionate share of these sales. The base quantities are
usually determined secording to the relation between total ship-
ments recsived from producers and class I sales during months of
lowest receipts. That is, the average of each producer’s shipments
during the base-forming period, adjusted by whatever percentage
class I sales were of total receipts during the same period, determines
the bass quantity of each producer for the next yesr or until such time
as new base quantities are set. Thus, producers whose shipments are
highest in the period when milk is mest needed to meet market
requirements receive the larger bases.

After bases have been determined or allotied, producers who ship
just the quantity of their base receive base priees for ail; those who
ship more than this quantity receive surplus prices for such excess,
while those who consistently ship less than the base quantity lose &
proportionate share of their bass. In this way the plan furnishes &
price incentive for even commercial production throughout the year,
rewards heavy production in otherwise low producing months, rewards
even production, and penalizes producers whose production varies
widely and is not in line with market needs.

A number of modifications may be made in varions phases of the
base-surplus plan in order to msake it more easily adaptable to
a particular market. There may be wide variation in the period
used for determining bases, in the relationship between fluid-milk
sales or fluid-milk and fluid-cream sales and base quantities, in the

frequency with which bases are reestablished, in the provisions made
for adjusting bases after they are set, in the penalties for under-base
shipments, and in almost every other feature of the plan.

The degree of price incentive provided, or the difference between
base and surplus prices, may be changed very readily; for example,
without a change in class prices or in base quantities, if, as is usually
the case, the total of all bases exceeds class I sales. The base price
may equal the class I price but apply only te the proportion of all
bases sold as fluid milk, or the base price may be the weighted average
of the prices for the classes in which base milk is used, The latter
practice, however, lessens both the differences in prices and the
incentive to produce evenly.
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Base-Surplus Plans tn the Four Markets

A basesurplus plan hss been in operation in Columbus since
April 1925; in Dayton since December 1930, and before that from
January 1925 through March 1928; in Portemouth since February
1931; and in Akron since January 1932,

In Columbus base quantities aa determined each year and for each
producer “shall be his average daily sales of the lowest 4 months of
the dealers’ purchases for the preceding calendar year.”'* Adjuat-
ments are made by a committee of five selected from the two bargein-
ing associations in the market. Base rules are included in the market.
ing agreement and are administered by a control committee. (Sce
table 3.) Prior to 1932 producers had the option of setting their
own bases, with a apecific penalty for underproduction; and from
1925 to 1929, a third option—that of selling on o flat price. The total
of base quantities allotted to producers usually exceeds the quantity
of class I sales. The monthly price in Celumbus for base quantities,
therefore, is not the same as the class I price but is an average of the
prices for the classes in which base milk is used.

Prior to 1936 bases were set in Dayton according to the preducers’
average shipments for the 3-month period of the preceding year in
which total market receipts were Jowest. The average was adjusted
according to the ratin between total receipts for that period and class
I sales in the single month during the same year when sales were
lowest. For example, if totel market receipts were lowest for Janu-
ary, February, and March of any year and szles lowest in December,
amounting to only 70 percent of average receipts for January, Fehru-
ary, and March, the producers would receive 70 percent of their
average shipments in these 3 months as their base quantity for the
next year. This procedure was changed in 1936 and bases set accord-
ing to each member’s production in the last quarter of 1935 as related
to the base he aiready had. Thus a producer whose production during
this quarter averaged 25 percent or more over his 1935 base was
allotted a new base equal to 80 percent of his average for the quarter;
one whose shipments for the quarter averaged from 10 to 24 percent
over his 1935 base kept the same base; and one who averaged less than
10 percent over the 1935 base was sallotted 8 new base equal to 90
percent of his average for the quarter.

The monthly price for base milk in Dayton prior to August 1935
was the same as the class I price, but since that time bases have been
raised and the price has been a weighted average which bas included
surplus prices to some extent. A base adjustment committee takes
care of changes in bases and administers the rules and regulations
having to do with the plan.

4 Agresment betwean producer, association, and Sealer.
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Beses were established in Portsmouth in 1931. The ratio of sales
to receipts during the 3 months of lowest receipts was applied to each
producer’s average shipments for this period to determine base quan-
tities. Since that time all bases have been raised or lowered with
changes in sales. Individual base sdjustments have been made but
new bases have not been set. Part of the base milk is sold each month
as class IT or class III so that the base price paid producers is en
average rather than a class I price. Base adjustments and the ad-
ministration of rules are under the control of the board of directors.

Producers’ bases in Akron are calculated from time to times as &
percentage of their average shipments from September 1, 1930, to
August 31, 1931, The percenfage is determined by the proportion
of total receipts which is required to meet market requirements for
fluid-milk and fluid-cream sales. Applications for adjustment of indi-
vidual bases are handled by a producers’ commitiee of five members.
Rules and regulations are made and administered by the sales com-
mittee. Base milk is supposed to be sold as both class I and class
I1—80 and 20 percent, respectively—so that, as in the other markets,
the base price is a weighted average and is not equal to class I prices
charged deslers. .

Only in Dayton and Portsmouth do the associations have produc-
tion records for individual members so that base adjustments may
be made, changes in base-setfing procedure worked out or studied,
or new bases established, without recourse to the records kept by
dealers, This fact, together with 3-way contracts between producers,
the association, and the dealers, bas had the effect of bringing dealers
directly into base and surplus: problems in Akron and Columbus.
The new producers’ agreement in Akron, effective in 1935, did not
include dealers, but in Akron and Celumbus as well as in Dayton,
procedure under base-surplus plans, rules for the administration of
bases, and similar matters, are under the joint control of the associa-
tion and the dealers buying milk from sssociation members.

Egualization Between Dealers

In connection with the base-surplus plans, a market pool and an
equalization fund are maintained by each association on thess mar-
kets so that each member may receive the same base price and the
same surplus price for milk of the same buiterfat content regardless
of the dealer to whom his milk is sold. Association offices in Akron
and Portsmouth, the control committee in Columbus, and the associa-
tion accountant in Dayton receive receipts and sales reports from each
dealer each month. From these reports and prevailing class prices
they calculate the use made of the milk and the prices to be paid
producers for base milk and for surplus milk. Each dealer is directed
to pay these prices to producers whose milk he received during the
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past month and is credited with such payments on the equalization
gecount. Each dealer is then debited or charged with the milk he
received according to the use he made of it and at the class prices for
the separate uses. Balancing credits against debits show to what
extent each dealer pays into or draws from the equalization fund in
order that his account will belance.

The sssociation in Dayton began, late in 1935, to collect in full
from dealers for the sale of milk end to make the paymenta to producers.
An equalization fund as such has been done away with by this proce-
dure because all payments are made from a central source and receipts
and disbursements eutomatically balance if ali collactions ars made.

As contrasted with the market pool now in use, prior to November
1933 the Columbus sssociation used the “individual dealer’” pool.
Under the dealer pool plan, base prices and surplus prices to a producer
were celculated according to the use made of association milk delivered
to the individunl dealer to whom the producer was shipping, rather
then the use by all denlers of all association milk. In this way
association members shipping to different dealers might receive
different. base prices and surplus prices—actually did receive different
prices unless the proportionate class-use made of their total receipts
was the same for gll dealers. There is no equalization fund under
a dealer pool but an attempt is made to equalize the surplus burden
among deelers by shifting producers from one to another. The
market pool in Columbus at the present time covers both bargaining

associations.
Other Surplus-Control Efforts

Other attempts to control surplus include: (1) Limiting the ‘area
beyond which new members are accepted; (2) cocperating with health
suthorities to limit the territorial extension of inspection services;
(3) taking cream shippers and condensery patrons into the association
as members; and {4) encouraging their members to sell a part of their
excess over base to cheese factories, creameries, or condenseries, or
to use it on the farm,

The milkshed of Portsmouth is limited by geographic conditions;
that of Akron by other sizeable milksheds on the north, east, and south,
closely adjacent to and partly overlapping the Akron milkshed. The
Columbus milk-supply area almost touches that of Dayton-Springfield
on the west. The Dayton milkshed approaches that of Columbus to
the east, overlaps with the Cincinnati milkshed on the south, but is
ot limited by other markets on the north and west. Healith agencies
tend to hmit boundaries by prescribing mileage limita beyond which
free inspection will not be extended to producers. According to
association officizls, however, these mileages are greater than the
present outer limits of the milksheds and have, therefore, little or no
~ effect upen their size.
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The associations exert some measure of control over the outer limits
of the milksheds through base adjustment committees which pass on
applications for membership, make allotments, and assign to dealers
new producers enfering the market through the association.

Within the milksheds the associations have been working constantly
to further stabilize the market by gaining eontrol over a larger propor-
tion of the commercial milk supply. This tendency is apparent not
only with reference to fluid milk shippers but also with cream shippers
and in some cases condensery patrons. The older associations in
Columbus and Dayton have included cream shippers as members
and in Akron patrons-of e condensery in the area are included.

During the last few years members, especially in Akron and Dayton,
have been given every encouragement to deliver as whole milk only
the extent of their base allotments. In all four markets, association
committees have been relatively lax with referemce to underbase
shipments. The asscciation in Dayton, in addition, has urged that
excess over base be shipped to the sssociation creamery in the form
of cream, and has ruled that members be given credit for the milk
equivalent of such cream in setting new bases. In Akron the mem-
bership agreement permits, and the association has urged, members to
sell excess over base “in any manner provided it does not enter into
eompetition with milk used for luid-milk and fivid-eream purposes.’” 1

Effects of Surplus-Control Efforts

Becouse of the lack of continuous series of comparable market
statistics, it is not possible to examine with any degree of exactness
the effects on market receipts of these various activities in the four
markets. In Dayton and Columbus, available date permit almost
no comparisons between different years with reference to supply con-
ditions, Data sre available since 1924 in Akron and since 1931 in
Portsmouth.

TabLe 14.—MonTHLY AvErAcE oF TotaL Receirrs, Base REceIpTs, AND
FLum-Mnx Saims, sy MargeTs, 1935
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*01d associalion milk recelpts; partly estimated.
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Ficure 7.—PeRcCENTAGE DBTRIBUTION OF RECEIPTS AND SaLEs oF Mk
N Four MarkeTs IN Omio, 1935,

Base receipls average about 75 percent of total reccipts and fAluid-milk sales close to 60
percent of total sales,

Quantity of Surplus

Data in table 14 and in figure 7 show the relationship between mar-
ket receipts, base allotments, and fluid-milk sales in the four markets
during 1935. The data show that fluid-milk sales were 70 to 80
percent of allotted bases, forcing the base price to producers to be below
class Y prices. Fluid-milk sales amounted to only 55 to 65 percent
of total market receipts, leaving 35 to 45 percent surplus over fluid-
milk requirements. Available data for fluid-milk sales on the four
markets as & percentage of market receipts for the years 1924 to 1935
are shown in table 15.
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TapLg 15.—FLum-Mix SALEs A5 A PERCENTAGE OF MARKET REcEIPTS,
1924 To 1935

Year Akren !
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8
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i Associntion pool figures. L

1 Coniral comsmittos figures for both bargaining associations.

3 Associntion pool figures; apply to entire market in 1934 and first 5 months of 1835.
1 Ansociation pool Mirures for .

the market
L Last 10 months onty.

Seasonal Variations

As to the month-to-month veriations in supply in these markeis
for 1935, the mean deviation from the average monthly receipts was
8.91 percent in Columbus, 9.15 percent in Portsmouth, 9.37 percent
in Dayton, and 11.09 percent in Akron (table 16). A high percentage
signifies that receipts in several months were considerably above or
below the averagae; while a low percentags signifies that in only 1 or 2
months, if in any, were total receipts very much higher or lower than
the average for the year.

TasLe 16.—SeasonaL Variarion 8 Marker Rscerrts, 1924 1o 1935

Itam and year Akrent |Cohsmbust Dayton? ml;a;%— .
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i Associstion pon! data.

t Control cominittes data for both associstiona.
¥ Assncistion pool deta.

§ Entire markes.

& Last 10 months only,



Farm Credit Administrotion

46

The extent of sensonal variation in receipts may also he measured
by the range between receipts in the month when they were highesat
and in the month of lowest receipts. In 1935 the range from high
to low was 29.5 percent of the average in Portamouth, 38.5 percent in
Columbus, 38.8 percent in Dayton, and 44.7 percent in Akron {tables
15 and 16). This measure is not so complete as the mean deviation—
taking account of only 2 months in the year instead of sll 12 months.

Available data are such that only in Akron and Portsmouth may
yearly comparisons be made, and only in Akron do the data apply to
years before the base and surplus plan was used.® In Portsmouth
an increasing percentage of total receipts has been used sa class 1
in each of the last 4 years—the surplus having been reduced from
over 50 percent in 1932 to around 33 percent in 1935. No trends are
apparent in the extent of seasonal variations.

The program of the Milk Producers’ Association of Summit County
and Vicinity in Akron appears to have caused reductions both in the
quantity of surplus in recent vears and in the extent of seasonal
variations in receipts. The percentage of surplus over fluid milk
sales decreased from almost 58 percent in 1931 to around 40 percent
in 1934 and 1935. Thia pereentage was lower in 1934 and 1935 than
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Ficure 8.—DwspostTion oF MLk Recervep From MEMBERS oF THE MLk
ggrumnfg?smocnnos of Sumsit County anp VicinTy, Axncm, Ouso,
TO .

The quantity of surplus over fluid milk sales increased steadily from 1924 to 1931 but
Ence that time has declined sharply.

i Initinted Jannary 1932 in Akven; Fabruary 193! in Portsmouth. During 1928 in Columbdsand Dayios.
(Bes p. 40.)
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in any yesr since 1925. (See fig. 8.) Seasonal variations bave also
been reduced in the last 4 years. The mean deviation has been
lower than in any year of the period 1924 to 1931 except 1925. The
range from high to low has also been reduced and was particularly
low in 1933 and 1934 as compared with previous years.

Reactions of Members

Producers interviewed were asked specific questions concerning the
base-surplus plan used by their association and the efforts of the
associstion to limit the milkshed. The answers to these questions
undoubtedly show, fo some extent, the reactions of producers to
recent supply eonditions, and their attitude toward the methods
being used. It is questionable whether or not the answers revesl
their appraisal of changes in supply conditions since present methods
were adopied. .

In reply to the question “Is the basesurplus plan of any help in
the market?’, 334 producers answered ‘‘yes", 241 answered “no’’, and
77 gave an indefinite answer. For purposes of analysis, those who
answered indefinitely-—about 12 percent of the total—are excluded
from further consideration. Most of them had no opinion on the
subject—more because of lack of understanding than of a neutral
position. The replies of the entire 575 producers and of the 496
members of the four older associations who answered “yes” or “no*
are shown in fable 17.

" Tapre 17.—RepriEs oF 5751 Propucers, IncLupIinG 496 Memsers oF
THE OipeErR AssOCIATIONS TO THE QUEsTioN, “Is THE Base-SumpLus
PLAN oF ANy HeLP TO THE MARKET?”

Repties rom all producers Replies from old-associstion members
Market
Affirmative Negative Affrmative Negntiva

: v Number | Peroemi | Number | Perceni | Number | Pocenl | Nusmber | Perernd
Akron* . ____ 95 482 102 51.8 =3 53 87 9.7
Calumbas. .. .___ 112 L8 44 2 2 4 a8 p< ] oy
Dayton. .. ... 83 51.8 3 48 4 75 5.4 17 8.8
s 44 I3 " ne 23 Tz 17 e
Total. ... 4 B1 31 1.9 %8 90. 1 . %9

! 77 producers, of whom 58 were mambers of oid sssociations, gave indefinite answers.
% Ses [nolnote, p. 43.
For all markets, 58.1 percent of the producers indicated that the
plan was of help to the market. The percentage of the members of
-tha older associations approving the plan was two points higher,
indicating that the members of the recently organized sssocistions
did not approve of the plan to the same extent as did those of the old
associations. This was particularly true in Columbus. ’
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The percentage of members of the old associations indicating
approval of the base-surplus plan was highest in Columbus, only
a little lower in Portamouth, while in Dayton and Akron the percent-
ags was considerably lower, with members ahout evenly divided. The
differences between markets may be due t0 any one or several of a
number of factors in addition to the actual effects of the operation
of the plan.

Factors Influencing Member Attitudes

The number of cows owned by the member, the number of years he
had been a member of the association, the amount of educational work
done by the association and the length of time the plan has been in
use, and a number of other factors might be expected to influence the
attitude of an individual producer toward the base-surplus plan.

A cross tabulation of the percentage of *“yes'” answers with (1)
number of cows reported, (2) number of years a member, and (3) group
classifications, should indicate the influence of some of these {actors.
There ia undoubtedly a joint relationship between the three factors;
that is, group 1 members ( see p. 5) are for the most part the farmers
with relatively large herds who have been with the association for
longer periods and are more familiar with its methods and objec-
tives. (See table 18.) At any rate, it is significant that among
the members with relatively large herds the percentage answering
“yes” is sbove the average. The percentage answering “yes'’ is
higher for members of long standing than for recent members; and is
much higher for members classified in group I then for those in groups
II or III.

TasrLe 18,—PERCENTAGE OF AsSOCIATION MEMBERS EXprESSING APPROVAL
oF THE Base-SurpLus PLAN Accorping 1o Size or Herp, Lenotn or
TiIME A MeMmBER, AND GrouUp CLASSIFICATION *

item Akron | Columbus| Dayton Parumoulk' Tots}
Nusmber of coms reperted: Pereent? Percent Pereent Percent Perceni
3-8 F N ] 330,90 47.1 .2 42.3
0 5.2 3.1 85 8 5.7 X.0
1i-14 6.7 8.8 558 % 3 3.7
i5-18 8.7 727 1755 ¥ 100 8 7Ly
0 and over. 8.7 .0 L] im0 8.2
Number of gearza
4. 3.7 %.1 66.0 25 .3
B % 2 84 2 52.9 3.3 w3
10-14 53.8 867 51.2 n.3 %5
1519 [ I PO ISR SR ——-- 0.3
or clasesfication:
...................................... 8.0 8.3 773 923 LX)
¢ 2SN 259 0.4 “.8 7.0 50, 4
) &3-S, .6 8.3 F1% 4.8 %0
Total... e rar———— 5.3 7.8 84 72 %1

t Ses table 17,

* Percent of ths total nrmber of members In each sbgroup whe answered “yew*

:ms“l"aﬁ””’ 10 ¢ p you'” Lo the gomion:
ron only.
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Other factors which may explain in part the differences in the reac-
tions of members as between the markets are shown in table 19. In
Columbus, where close to 80 percent of the members answered “yes”,
the average size of herd was highest; close to 75 percent of the members
had been members since the association began operating; the plan
had been in operation much Ionger than in the other markets: the
percentage of members classified in group I was higher than in other
markets; the surplus over fluid milk sales in the 12 months preceding
the date of the interviews was lower than in any other market; and
market receipts from month to month were fairly even as compnred
with the other markets.

TasLe 19.—CompARISON OF SELECTED FACTORS IN THE 4 MarxeTs WHICH
May Have ArrFecTED THE REAcCTIiON OF AssoCiaTioN MEMBERS TO THE
Base-SurpLus PrLan i

* Pactor Akran - { Dayton | Ports- | JCEIEd
[.17
bus mouth | g e
Members appre’ USSR, . =1 o 3.3 0.8 5.4 721 501
Ammotéazry > SN Al COWS__ i1 ids8 1.8 no 1835
Mem operating tion it 1.8 2.9 83 776 457
............................... percent - s
hagthdﬂmsmaphnmmomwd in the
market . rcmenann .months,_ 4.9 120 180 B.o
Members in Feu ______________________ %4 2.5 17.1 L]
Bupgly eonditions July 1, 1984, t.a.FuIy 1, 19&5
urphis over Suid milk sales ®_ ..---.pereant.. 41.0 368 §LO 38.6 iL.8
Mean deviation in total deliverfssa_ do.... Il4 7.9 18.4 0.9 B8
Range from Ligh to Jew month 5. ... ....da.... 356 320 45,32 3.8 .4

1 Dnmsﬂr e sssoclation members onty.
sinos 1930 %mxmﬂn ntane-riietdala.
¥ See tabies 15 and 16

In Akron and Dayton, en the other hand, size of herd was low: a
lower percentage of the members had been with the associations sinee
organization; the plan had been in operation for a much shorter
period; and the surplus was greater and receipts more uneven than in
the other markets. These factors may explain why the percentage
answering, “yes", was barely 50 in these two markets and was lower
than in the other associations.”

Producers were also asked what changes they would suggest in the
basesurplus plan. The answers were by no means satisfactory.
Of the 575 who stated definitely that they either did or did not epprove
the plan, only about 30 percent made any suggestions for changes.
Approximately 40 percent had no suggestion whatsoever or did not
answer, and the remaining 30 percent implied that they would prefer
to see the plan discarded, and made no suggestions. The suggested

# Fallowing the tontacts with members in the Akron ares in August 1935, the assoclatlon conducted &
poll on the basesurpius pian in November 3933 and found spprozimately 75 percemt in faver of tha
pian. At the tme of the associstion pall thers was littls If any surpius, wheress in July 1635, surplus
amounted to almost half of total eceipts. Apparsntly, therefare, current supply conditions affacted the
reactions of & number of members.
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changes had to do mostly with the time and the basis for determining
base quantities and with the rules for adjustinent of bases after they
had been set. A number of producers suggested that more suditing
be done and that the association operate a plan for proceesing surplus,
in connsection with the base-surplus plan.

The efforts of the associations to limit the size of the milkshed
were touched upon only briefly in the producer interviews. All
producers were asked whether or not their association should attempt
to limit the supply area, and if so, by what method., Eighty-five
percent of those who gave a definite reply indicated that the associa-
tion should try to limit the milkshed. For the separate marketa,
approximately 80 percent in Columbus, 83 in Akron, 90 in Ports-
mouth, and 81 in Dayton, answered yes. For the entire group, those
who answerad no to the question were located about 1% miles farther
from market than those replying in the affirmetive. For the individ-
ual markets, however, this was true only in Akron and Columbus.
There seems little reason for & conclusion, therefore, that answers
were visibly influenced by distance from market.

As to suggested methoda for limiting the supply area, approxi-
mately 50 percent stated that distance from market should be the
only limiting factor. Almost 25 percent stated that there should
be a distance limit as well as limitation on new producers entering
the market. Only sbout 5 percent indicated that there should be a
limitation on new members without regard to distance. The remain-
ing 20 percent mede no suggestion as to method.

Control of Farm-to-City
Milk Transportation by the Associations

IN EACH of these markets milk is sold by the farmers at prices
f. 0. b. dealers’ plants, with the cost of transporting the milk from
the farm to such points being deducted from the quoted or calculated
prices to farmers. Transportation is entirely by motor truck direct
from farm to city with the milk ecarried in 5- or 10-gallon cans owned
by the farmer and picked up each morning from the farmyard or a
small platform at the roadside,

Economic Importance of Hauling Rates

In none of the markets are any producers located so far from
market {fig. 9) as to msake differences in transportation rates paid by
farmers near the market and those on the outer limits of the milk-
sheds a significant economic factor in the price system, as is the case
in markets where rome producers are 200 to 300 miles away. The
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Ficure 9

percent of the producers were within 25 miles of market,

and except in Akron, none were more than 35 miles away.

In each market close to 80

In the Akron market,

rtant, and has been much mors so since 1930 when
prices

did not decline with milk

impo

tally
bauling rates

is vi i
for example, before 1930 trucking rates were approximately 8 percent

-

" amount which the average fermer has to pay for trucking, however,

of the aversge milk price £, 0. b.city, wheress in 1932 the rates amounted

to about 16 percent of the f. 0. b. city price.

these markets is illustrated
further by the mention mads of hauling arrangements by the producers

in

The importance of hauling rates
nterviewed in their general comments on marketing conditions and
association activities. Approximately 27 percent of the producers
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listing benefits from the association mentioned better hauling arrange-
ments or lower hauling rates. About 9 percent of those who suggested
more association activity along certain Lines, referred specifically to
hauling; and about 8 percent of those indicating that certain desirable
results had not been sccomplished, referred specifically to hauling
arrangements, Only eight producers—3.8 percent of thoss answer-
ing—mentioned hauling as one of the unsatisfactory preasseciation
market conditions.

Association Activity in Hauling

The work which the older associations have done to improve hauling
arrangements has zll been done since 1930. Bince that time trucks
have been almost completely rerouted in Dayton, Akron, and Ports-
mouth and to some extent in Columbus, the number of routes reduced,
and hauling rates materially lowered. At the time of this study the
association in Dayton had the most complete control over hauling;
those in Akron and Portsmouth bad almost as much, while the Scicto
Velley Association in Columbus has very little control as compared
with the others. Specific authority to control hauling is given the
associntion in Akron and is partiaily implied in Columbus in the
marketing agreements with producers. In the other marketa it comes
apparently from the bylaws or articles of incorporation, which in most
cases grant fairly broad powers,

The Miami Valley association in Dayton made a thorough study of
rate structures, truck routes, and operating costs, in 1930 and 1931.
On the basis of this study the association rerouted all trucks, reduced
the number of trucks, reduced rates, acquired by purchase the equity
of truckmen in established routes and took over complete control of
hauling except for owning the trucks. Haulers were selected, routes
planned, and rates determined by the association. Al truckmen for
milk sold through the association were placed under contract to the
association.

The local units of the Milk Producers Association in Akron began in
1930 to exercise partial control over truck routings, to sefect haulers,
and to determine rates by competitive bidding. Prior to that time
the dealers exercised control in some parts of the area, but in most
cases the truckers themselves had almost complete charge. The
association as a whole has been prominent in the hauling set-up since
1932 when the first major rerouting project was undertaken, At the
time of this study all the haulers in the territory were under contract
to the association. Rates were determined and haulers selected
jointly by the local units and the association. The locals arranged
the routes and nominated one or more prospective haulers to the
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association. The association made the final selection, taking into
consideration both the hauling rate which had been oﬁered and the
dependability of the trucker in question.

The association in Portsmouth first took charge of hauling opera-
tions in September 1932. At that time and again in 1935 all truck-
men signed contracts with the association; the trucks were rerouted,
and the rates revised. Rates were determined and hauling contracts
made with truckmen on the basis of competitive bids provided the
hauler in question was generally acceptable to the association and the
producers on the route.

Hauling in Columbus in 1935 was apparently a joint responsibility
of the dealers, the association, the producer committees on each route,
and the truckers. The association had contracts with about 18 percent
of the truckmen, and, according to association officials, had control of
hauling only to this extent. The route committees and the dealers
apparently exercised some degree of supervision or were consulted
with reference to rates and organization of the other routes.

Determination of Rates

Rates were determined by agreement or by competitive bids in all
of the markets except Dayton where the rate was set at actual cost,
as determined by an association study, plus approximately $4 per
day per truckman. In addition to the unit hauling rate to the pro-
ducers based on each 100 pounds of milk, there was a minimum charge
per month per producer in three of the markets. In Dayton the
minimum wags $3, in Akron $2, and in Columbus it was the equivalent
of the rate on 50 pounds of milk per day, or about $3 per month at a
rate of 20 cents per 100 pounds.

Ficure 10.—Mmnk Truck Ownep By THE Miamt VaLLEy COOPERATIVE
Mix ProDUCERS AssOCIATION IN Davyton, Onio.

The association in Dayton has given particular attention to the efficient planning of
transportation arrangements.
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Eguipment

All of the trucks in the 4 markets, a total of about 210, wers ownec
by the individuel drivers, except three trucks owned by the associa.
tion in Dayton (see fig. 10) and a few in Akron owned by private cor
porations. Contracts provide that trucks shall be equipped to conforn
to whatever regulations may be prescribed by Federal, State, county
or city governments or health agencies, or by the association o1
dealers. Thus, in Akron trucks must have enclosed bodics, insulated,
and refrigerated according to season—more stringent requirements
then are in force in the other markets. In Columbus some of the
individual dealers require special equipment, and the associations in
Dayton and Portsmouth require either enclosed truck budies or
tarpaulin covers.

Hauling Conlracis

The position of the haulers under the contract between them and
the associations is that of independent contractors entirely responsible
and lisble for delivery of the milk to dealers’ plants and for the return
of empty cans and rejected milk to the farm. Bonds may be required
at the discretion of the association to assure performance and to cover
possible damages. Personal and property liability insurance for their
trucks is required of all drivers, and in Akron the truckers must carry
eargo insurance. The contracts are not transferable except as permit-
ted by the association. They are made for periods of 1 to 3 years, but
are usually allowed to run for longer periods unless there is cause to
change their provisions or to invoke the 30-day noticé cancelation
clause. Payments to the haulers are made as a deduetion from the
return to the farmer. The amount is determined by the rate agreed
upon, and the weights as recorded by the plant receiving the milk.

The gssociation is a party to these contracts as an agent of producers.
It has authority to name the producers whose milk the hauler shall
transport, and to designate the plant or other point to which delivery
shall be made.

According to association officials, the feeling is shared by all of
them that the driver of milk trucks is either an important ssset or
liability to the association becsuse of his frequent and direct contact
with members. This is one of the reasons that close contact between
haulers and the association is considered desirable. Especial attention
is given to this relationship in Dayton, and a clause in the contract
states that the trucker “agrees that be will not any time * * *
make any derogatory remarks or statements that may in any way
tend to injure the good reputation or standing * * % of the aseo-
ciation.
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Results of the Work of the Asscciations
Lower Hauling Rales

Association officials believe that their activities in rerouting the
tributary areas, with the resultant consolidation of routes and increased
loads, have resulted in definitely lower rates. The trend in rates for
hauling to three of the four markets for the years 1930 to 1935 is
shown by table 20. Data ere available for only 1934 and 1935 in
Columbus and are not such as to prove or disprove the statement as
to reductions in rates. In Portsmouth the rate in 1935 was higher
than for either of the preceding 3 years, but was much lower than in
1931 and was lowered from 16.5 to 14.8 cents by the end of 1935.
Bignificant reductions have been made in Dayton and in Akron,
according to these figures, and the number of routes materially reduced.

Tasre 20—HauvLine RaTes Per 100 Pounps anp NumBER or TrUCK
Rovtes, 1930 To 1935}

Alkron Columbus ¥ Dayton Portsmouth

Year
Hsuling { Truck ] Hanling | Track | Baunling | Truck | Hanling | Truck
oost routas cost outles ocost roRiss oost oulas

Number | Cents | Number | Cenls | Number | Cenisa | Number
- T ER—— ar.4 F - I S e
B85 [ N #H 2.6 17
87 1. b2 | 37 154 14
748 IR PPN 22 k13 5.2 19
a8 2 3 - I . 2.8 37 it 11
81 2.0 102 28.8 7 3185 L i}

1 Asestimated by assoelntion oficials,
£ Data spply to the entire market.
¥ A reorganization jo 1535 redussd the namber of rontes to 9 and the average rate to 14.8 cants.

The hauling rates at the time of this study were highest in Dayton,
5 to 6 cents per 100 pounds lower in Columbus and Akron, and still
lower by about 4 cents in Portsmouth. The average rate as given by
association officials for the entire market in each case compared very
closely with the simple average of the rates as stated by the producers
_interviewed. In Dayton the association stated that the average rate
was 26.6 cents, and the averags based on the estimates of the 183
producers interviewed was 26.5 cents. In Columbus the two figures
were 21 and 20.2 cents, respectively; in Akron 20.3 and 19.3; and in
Portsmouth 16.5 and 16.5 cents.

Size of Loads

For 1935 the average trucker in Columbus and Portsmouth appar-
ently hed a daily load of from 2,500 to 3,000 pounds of milk;in Dayton,
a load of slightly over 3,000 pounds; while the average in Akron was



58 Farm Credit Administration’

close to 4,000 pounds per day. As compared with previous years thess
loads wera relatively small. The reorganization of routes which
ordinarily would have given haulers a larger load apparently was more
than offset by reductions in the quantity of milk marketed. In Akron,
for example, total receipts declined 55 million pounds per year or about
37 percent between 1931 and 1935; in Portemouth, over 20 percent
from 1932 to 1935. Changes in pool operations under State control
in Dayton and Columbus prevent such comparisons for these markets,
because available statistics do not apply to the same parts of the
market,

Factors Affecting Hauling Rates

The rate in any market will tend to be influenced mainly by two
factors—the costs of operating and the margin above cost which com-
petition for routes enables the trucker to take. No attempt waa made
in this study to determine the costs of operating trucks or to justify
differences betwoen rates in the four markets on the basia of costs.
Some of the statistical dats obtained, however, has been compared in
such a way as {o reveal differences in hauling conditions which may
affect hauling rates as well as total income from hauling (table 21).

Tarie 21.—SELECTED FacTOrs PerRTINENT To Opreraring CosTs AND
OprzraTiNG IncOME FROM MILK HauLino, 1934 To 1935

Waighted
Colum- Ports-
Item Akron bus Dayion mouth :vl:::r‘k’e ;rj
= A gnwf 8it bers
verage for ail mem .. eents Dor 100 ds__ 2.3 2.0 28 18. 8 B
Average for producers intarviewsd 106 poan "
oafis el pounds.__ 9.3 %2 »s 184 s
Length of averagetruckroute! ... ......._ miles. _ a o 8 70 -3
Average distance from markel of producers inter-
T e evicicina it ————— miies. . 18.2 184 5.9 137 iT4
gggm u?: tmm ;.-.’ ................... numbg-_ L 34 13 42 2 »
per ck perdayd . ...l pounds. . 99 .13 3, %00 Z.884 F ]
Mean deviation io mouthly Inarkst receipts July 3
d-July 19853, . ... .. ... .. percent_. il 4 FA .4 10.8 %5

;Em "‘L‘;’;""‘" i?ﬁ"m of 81 truck yoar
n estimsted on t A, 2.2% Akron shippers and 33,500,000 nda of milk f
Celambas: 102 trucky, 1,850 shippers, and 97,000,000 pounds of milk per year: ?o'r,li.:nwth: 11 m‘.::'b. 240

shippers, and 11,500,000 pounda of mélk oar; Da; i
o d 1 ool ¥ yion figures as reveaiad by (434 survey of trucking by

1 An apemen'tau of the momthly averags. (Hees tabls 18)

In addition to these influences, two other facts are important with
reference to differences between markets. The first is that the require-
ments as to squipment and facilities in Akron—type of body, insulation,
and refrigeration—undoubtedly incresse the costs in that market to
some extent as compared with the other markets where' there are no
such requirements. The second is that the practice of the association
in Dayton of paying the haulers approximately $4 per day in addition
to certein costs other than labor probably gives Dayton truckers a
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higher income. On the basis of association rates and average loads
as shown in table 24, the hauler in Dayton hes a daily gross income of
$8.56 as compared with $8.52 in Akron, $5.47 in Columbus, and $4.73
in Portsmouth.

This comparison of hauling rates between markets indicates prac-
tically no relationship between mileage traveled and the rate or between
average distance from market and the bauling rate. These factors
would certainly affect. the actual costs of operating the trucks. Under
competitive bidding as practiced in thess markets, it is apparent,
therefore, that potential gross income is more important than costs of
operation in determining rate structures.

Within each milkshed where other conditions are more nearly the
same and as indicated by the rates paid by the producers interviewed,
distancs from market appeared to be of some importance as & factor
affecting hauling rates. The extent to which this was true is shown
by the data in table 22, Even in the separate aress, however, the
influence of mileage, especially on the rate charged individual pro-
ducers, was modified by the faet that all producers on & given route
weye charged the same rate, regardless of the fact that some were as
far as 30 to 35 miles from market and others only 5 to 10 miles out.

TasLe 22.—DISTRIBUTION OF PRODUCERS AND Avirace Hauring RaTe
By MuEace Zowes As ReEPorRTED BY 652 PRODUCERS, 1935

Akron Columbus Dayion Portsmouth Total
Miles from marist uoj
Produc-| Beuling| Prodne-| Hanling| Produe-Haaling! Produe-| Hauling| Prodnc- Hauling
&y 23] e ats ers ate ars raty ers
Ceniz Centy Cents Cents Cenlg
Num- | per 100 [ Num-~ | per 100 | Num- | per 100] Num- | per 1001 Num- | per 1O
pounds pounds| ber | poundsl ber pounmds! ber |pounds
= i7.6 7 9.3 L] 24.2 1¥ 15.8 a1 18.5
% 8.8 36 1.6 56 24,2 8 158 1% 29
M 0.2 51 2.0 ] 2.3 12 8.3 151 .8
43 4.5 " 20.5 40 .8 8.8 135 =8
Ei3 20.3 38 2.5 24 7.8 4 18.€ & 2.4
2 2.5 3 2.3 L3 S, 1 18.8 E ] M7
o] -8 Hiid 20,3 183 2%6.5 78 16.5 862 2L3

1 Only @ producers, 3 of whom were In Atma;nwem more than 3% miles from market.
. ?Nof fully comparable bocause of no sample {n this sone for the Dayion market.

The combination of these various factors suggests that in Dayton
the relatively large loads, the apparently well-planned routes, and the
nearness to market of the average producer—all conducive to a low
rate—are more than offset by the large number of stops necessary
because of low production per member and by the association guaran-
tee of a labor income to the trucker. In Portsmouth, on the other
extreme, a relatively high production per member, necessitating
fewer stops in order to get a fair load, apparently more than offsets
the fact that the truckers have to travel a greater mileage than in the
other markets to obtain their loads.
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In Akron the large volume of milk per truck and the Jow milcage
per routa is partially offset by the lower production per member snd
by the heavy investment in trucks required. In Columbus the heavy
production per member is a favorable factor but its effect is modified
by the fact that the averags truck hauls less milk than in the other
marketa, :

Opinions of Members

Despite the fact that at the time of this study rates were higher
in Dayton and Columbus than in Akron and Portamouth es com-
pared with 1930 and previous years, association officials believe that
existing conditions in these two markets represent a very substantial
improvement. This belief is supported, in psart at least, by the fact
that of the 128 producers in the four markets who listed hauling as a
benefit from their association, 56 were in Dayton and 60 in Columbus.
It is also important, however, that 6 of the 20 producers who stated
that their association had not sccomplished as much as might have
been expected in the way of better hauling arrangements, were in
Columbus and 9 were in Dayton; and 9 of the 18 who suggested that
more attention be given to rerouting or otherwise improving hauling
conditions were in Columbus. This type of reference to hauling by
producers was made as a part of the answer to general questions in
which hauling was not mentioned by the field workers, and for that
reason may be considered largely spontaneous.

Producers were not asked specifically whether or not they had
benefited from the association’s work with hauling arrangementa nor
whether they approved of present procedure. They were asked “Do
you think the association should handle sl hauling?” (table 23). The
question was not particularly pertinent to members of the new asso-
ciations because these have done nothing with reference to hauling.

TasLe 23.—OpPmioNs oF 564 MeumeErs oF (D ASSOCIATIONS A3 TO
WaeTHER Turmm AssociaTioNn Suaourp Hawnpre Mk Hauvemne ¥

Producers repiyiog from—
Reply to
goestion ?
Akren Cotumbus Dayton Portxnouth Total
Nem-| Per- [ Num-} Per- | Nom-} Per- | Nem-| Po- | Num-| Po-
ber cexd # ber ornt ¥ er ceni 1 [¥ erwt * ey ornt ¥
b 1 T— w7 6.1 72 5.5 o [ 35 507 m 3
Noo ... [~ ne “» %5 k] 19.6 ] -3 157 a7
Total .. 180 0.0 1% 08, ¢ 18 100.0 % e s wae

1 Do you think tha associstion shonid handle i hanking?
* 36 prodocess, 14 in Akron, 5 in Colombae, 7 in Dayton, and 7 o Portzmouth gave indefinite zarwers.

Approximately 70 percent of those who gave a definite answer
indicated that their association should handle the hauling. New
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association members were about evenly divided on the question.
The percentage answering, ‘‘yes,”” was considerably higher in Dayton
and Akron and much lower in Columbus and Portsmouth.

More detpiled examination of the answers, most of which wers
made without sadditional comment, shows that there was litile
relationship between a preducer’s reply and his present hauling rate,
his group classification, or his distance from market.

Butterfat Testing and Sampling by the
Associations

ESTING samples of the milk for butterfat content is one of the

most important phases of the milk-marketing activities of these
associations and one on which all, particularly those in Dayton and
Columbus, expend & sizable proportion of their income (fig. 4). No
premiums are paid for high-quality milk on any other basis, so that
a high butterfat test for his milk offers the only way in which the
price to the individual producer may be higher than queted prices
for the standard grade of milk, This increases the importance of
butterfat tests to the producer, and makes for a keener interest on
his part in the accuracy of the fests.

Price quotations in Columbus, Dayton, and Portamouth are for
milk testing 4 percent butterfat; in Akron, for milk testing 3.5 percent.
{See table 10.) The price to individual producers then is adjusted up
or down sccording to the emount by which the average butterfat con-
tent of his milk, as determined by laboratory tests, is above or below
these percentages. The amount of the adjustment made for each
point—0.1 percent—is set up in schedule form in each market, and
usually varies directly with the price of 92-score creamery butter at
Chicago. The amount per point usually corresponds very closely
to one-tenth of this Chicago butter price.

Practices of Associations

The Miami Valley Association, in Dayton, now has full control over
sampling and testing the milk of its members, baving performed test-
ing since 1922 and sampling sines 1927. ‘This work is done entirely by
association employees and all expenses involved are paid oué of the
organization’s operating income. Samples are taken in Dayton
- every 2 or 3 days and the fests made twice each month,'® Altogether

15 A goal] sazepls of esch produmr’s milk is takan se the milk is emptisd Ints dealars’ receiving tanks,
sad the sample is placsd o 8 contalner bearing that producer’s pame or shipploy gumber. This sample
ey be tested for butertat immediately o it may be combined with samples taken befora ar alterwards

&atd ons tast mads of the serisa of sampies. Ths former is known 09 8 “fresh™ sampla, snd the latter &

*ootnposite” sample, “Compasites™ are usually tested before auy single daily sample in the ssries is mare
than 15 days oid.
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Ficure 11.—InTERIOR VIEw OF THE AsSOCIATION BUTTERFAT TESTING
LasorATorY IN DavyTON, Omnio, 1928.

The older associations in Dayton and Columbus have complete control of the sampling
and testing of the miik of their members,

gix men are employed in this work, one of them on a pari-time basis,
and the total cost amounts to approximately $8,000 per year. (See
fig. 11.) Prices to members are calculated on the basis of the
association’s test.

The Scioto Valley Association, in Columbus, began testing milk in
1924 and sampling in 1927. The extent of control over sampling
and testing exercised at present by the association in Columbus is
almost as complete as in Dayton, the only difference being that in
Columbus approximately one-third of the salaries and expenses for
the testers is borne by the dealers. Six men, one of them in & sec-
ondary market, are employed to do the work. The tests are made
two or three times per month of composite samples made up of small
samples taken daily from each producer’s milk shipments. Tests
made by the association have been used as the basis for caleulating
prices to producers since December 1924,

In Portsmouth, a part-time employee of the association spends
about 4 days per month testing the composite milk samples made up
of daily samples taken by the dealers from each member’s milk.
The cost of testing is paid entirely by the association and ususlly
amounts to about $140 per year for the tester plus the cost of the
necessary supplies and equipment. Dealers have been paying
producers on the basis of these tests since September 1932.
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Very little work in testing is dons by the Milk Producers Associa-
tion in Akron, slthough check-tests and individual-cow tests are made
on request. Equipment is maintained at the association office and
the work done by the sssociation secretary. The reguler tesiing is
done by the deslers receiving the milk, who test & composite sampie
for each producer twice each month,

Members’ Attitudes Toward Testing by Associations

A direct measure of the results of the work of these cooperatives in
sampling and testing is clearly impossible, since there is no way to
determine the accuracy of the tests either before or since the associa~
tions have been active in this marketing activity. Asis the case with
many of the other services rendered by milk-bargaining associations,
the attitudes of the members are probably about the best, if not the
only, indication of the results achieved. Member attitudes are indi-
cated in three ways: (1) The number of complaints regarding tests
as reported by associations; (2) the unsolicited references to testing in
the general comments of producers interviewed ; and (3) the answers of
producers interviewed to a specific question on testing,

According {o officials of the respective assoeiations,the numberof com-
plaints from members regarding butterfat tests during 1934 numbered
about 50 in Columbus, 120 in Dayton, 145 in Portsmouth, and 550 in
Akron. These officials also stated that the number of complaints had
become less frequent s the associations assumed more control over
sampling and testing the milk of members, In Akron, for example,
the number per year decreased from 3,173 in 1930 to 2,200 in 1931,
1,500 in 1932, and 550 in 1934,

More satisfactory butterfat tests were listed as a specific market
benefit creditable to their association by 129, or 27.3 percent, of the
472 members who mentioned such benefits. (See p. 27.) Of these,
over half, or 69, were in Columbus, 53 in Dayton, 4 in Akron, and 3
in Portamouth. On ihe other hand, 65 members, 42 of them in Akron
and 17 in Portsmouth, indicated that their association should devote
more attention to testing or to checking the dealers’ tests and weights.
Twenty members, thirteen of them in Akron, stated that their associa-
tion had not accomplished all that might have beén expected of it in
the way of bringing about more satisfactory tests. About one-fourth
of the members who listed unsatisfactory conditions in the market
before the association was organized, mentioned tests. Most of these
were in Dayton and Columbus.

Producers were asked directly whether or not their butterfat tests
bad been any more satisfactory since they became members of the
association (table 24). They were also asked to give any criticisms
they might have with reference to these tests. On the basis of definits
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answers only, the percentage who felt that their tests were more satis-
factory was slightly below 50 percent for all four associations, How-
ever, in Columbus and Dayton where mere work had been done and the
associations have full control, close to 60 percent felt that they were
getting more satisfactory service.

TapLE 24.—ATTITUDES OF 564 MEMBERS oF THE OLDER ASSOCIATIONS A3
1o WaETHER OR Nor ButTeErraT TEsts Have Been More Sansracrory
Since THEY BEcame MEMBERS OF THE ASSOCIATION

Number of producers replying from—
Indicated reply 3
Akron D‘;‘;‘“‘ Duyton m Total
43 & o 13 k2]
B7 L] 4 4 14
[ ] F ] 5 . 11 ]
Total . .. 194 120 188 ;3 Ang

t “Eave your tewts beexr toors astisiactory sirne beccming a member of the ssoniation?™

"'The criticisms which were made by producers who answered either
‘“yes” or “no” definitely were not such as to facilitate tabulation.
Fully 80 percent of those who answered “yes’” made no comment, and
most of the remaining 20 percent merely amplified or qualified their
answer, Very few of those who answered “no’ made any eriticism
except in Akron and Dayton. In Akron sbout 30 percent of these
producers indicated that the association should do more or should do
all of the testing. Almost as many complained of low tests. In
Dayton, about 20 percent complained of low testa.

1t is significant that these indications of members’ attitudes show in
each instance a much more favorable reaction to the testing arrange-
ments in Dayton and Columbus where a more comprehensive program
was being undertaken by the sssociation. The reactions of members
were somewhat less favorable in Portsmouth where less is done, and
even less in Akron where all of the work of sampling and testing is
done by dealers,

In view of the interest shown by members in butterfat tests, the
Milk Producers Association, in Akron, late in 1935 conducted a poll of
its membership to determine whether or not the association should
sample and test the milk shipped into market by producers, It was
necessary in this conunection that the members vote to increase the
association commission to 2 centa per 100 pounds. Approximately
60 percent voted against the proposal,
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Other Activities of the Associations

N ADDITION to the activities described in earlier sections and to

their work in membership ralations, discussion of which is reserved
for a later section, one or more other activities, such as quality work,
advertising or consumer education, purchasing supplies for members, -
and participation in State and national legislative organizations, are
carried on by the various older asscciations.

Quality Improvement

None of the older associations was directing much effort toward
quality improvement at the time of this study. Most of their activi-
ties in this connection had been in cooperation with city health au-
thorities and had consisted of helping health suthorities to dissemi-
nate information representing producers’ igterests before the health
authorities, issuing warnings to members in seasons when gquality
needs 0 be watched mors closely, and helping individual members
to meet health requirements. The time and effort expended on
quality programs have not been incressed within the last 5 years,
according to association officials, except o some extent in Dayton.

Only 7 producers cut of 472 listed quality improvement ss a benefit
from the associstion. Five producers, all in Akron, listed quality
conditions as being particularly unsatisfactory before the association
was organized. One producer in Columbus suggested that more be
done in quslity improvement, and three producers (two in Akron and
one in Columbus) indicated that their association had not accomplished
all that might have been expected of it in the way of quality. Itshould
be clear from this that qusality improvement is not a very prominent
activity of the associations, according to producers.

All of the producers were asked specifically whether or not their
8ssociation had helped to improve the quality of their milk. For the
four markets as a whole, approximately 250 answered in the affirma-
tive and 325 in the negative—43.5 and 56.5 percent, respectively.
- For the separate markets, however, the percentage indicating that
their association had been of some help was well over 50 percent in
Dayton, Portsmouth, and Akron.

Advertising Milk

Advertising is relatively important as an indirect sctivity of the
associations in Colummbus and Dayton, a little less so in Akron, while
no advertising of any kind is done by the association in Portsmouth.
(See fig. 4.) In the three former markets the work is carried on
mostly by local units of the National Dairy Council, a Nation-wide
organization set up specifically to do consumer educational work in
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advertising milk and other dairy producta. Thoe Columbus unit is
financed by 2 cents per 10 pounds of base milk, which is paid by
the dealers as & reciprocal move to offset the 2 cents paid by producers
to finance the control committee. (Ses table 3.) In Dayton asso-
ciation membera contribute 1 cent per 100 pounds of base to cover
advertising expense. In Akron the association contributes & nominal
sum to the dairy council unit each year, and in sddition haa done
some newspaper advertising jointly with deslers, and has financed
the erection of 200 milk-bottle signs advertising milk.

Neo producers mentioned advertising either as an unsatisfactory
condition before organization nor as a benefit or improved market
condition since that time. It was mentioned by 14 producers,
however (7 in Akron, 3 in Portsmouth, and 2 each in Columbus
and Dayton), as one of the activities to which more attention should
be given by the cooperatives. In answer to a direct question on
the subject, 363 producers in Akren, Columbus, and Dayton in-
dicated their approval of the dairy council deduction or contfibu-
tion and 144 did not favor the idea. There was little difforence
between the three marketas in the percentage favorable.

Cooperative Purchase of Supplies

The Miami Valley sssociation, in Dayton, and the Scioto County
association, in Portsmouth, were the only ones handling or purchasing
dairy supplies for their members at the time of this study. The sup-
plies handled included milk cans, pails, strainers, strainer disks, ster-
ilizers, stirring rods, milk carts, stock spray, and thermometers. Sales
to members averaged close to $5 per year per member for each asso-
ciation. Aeccording to association officials, & substantial saving has
been made for members on all of these purchases. No questions were
asked of producers with reference to cooperative purchasing activities.

Representation of Producers’ Interests

Judging from the commenta of members, one of the msin functions
of their associations is to “represent the interests of dairy farmers” at
every opportunity. Such general comments usually referred, how-
ever, to representation in price negotiations with dealers end in other
matters of local application having to do directly with milk prices or
marketing arrangements. Each of the four cooperatives studied is a
member of the Ohio Milk Producers Federation, organized in 1935 with
headquarters in Columbus. The work of this federation includes
representation of the interests of producers in various ways and
the dissemination of information to its mmembers. ‘The State federa-
tion replaced the Central Dairy Producers’ Council, 8 somewhat simi-
lar organization which had been in existence for several years prior to
1935,



Milk Cooperatives in Four Ohio Markets 63

The older associations in Akron, Columbus, and Dayton ere also
members of the National Cooperative Milk Producers’ Federation,
Washington, D. C., an organization made up of over 50 of the larger
dairy cooperatives in the United States. This federation has been
setive sinee 1918,  In addition to its general activities,' the National
publishes a price report each month with a summary of market condi-
tions for all dairy products, and attempis to keep its members gen-
erally informed on matters of national interest to them as groups of
dairy farmers.

Membership Relations

LL OF the cooperative milk-marketing essociations in this study
are voluntary *® membership organizations, According to their
bylaws “all persons who own or control cows producing milk or cream
or butter for the market shall be eligible for membership upon the pay-
ment of an initial membership fee by them, and upon entering into
and becoming bound by contract to the association.”® Marketing
agreements with producers are in fores in each market, and except in
Akron where & certificate of membership is issued and whers the
membership fee is on an annual basis, membership is represented by a
duplicate copy of the signed agreement returned to the producer.
Since they are voluntary, the strength and the effectiveness of these
associations depend at all times upon the extent to which members
control, understand, and support the work of the association and its
officers, directors, and committees. Under these conditions one of the
most important sctivities of the associations is their method of ap-
proach to problems involving the relationship between members and
the association. Ths objectives of membership work are {o maintain
membership control and support of the cooperative in actual practice,
and to educate or disseminate information to members. The latter is
particularly important because upon it depends the ability of members
to control the association judiciously and to support it in & fair and
. wnprejudiced manner,

Control by Members

Responsibility for the conduet of the various affairs of each of thess
associations is vested in boards of directors, duly elected by a direct
vote of the members. In Columbus, Dayton, and Portsmouth, each

W Anoosl repert of Charles W. Holman, secretary, National Cooperative Milk Producers’ Fedetation,
1534. 1731 Eye Bireet N'W., Washingion, D. C.

% Moditied in some enses with reapect to seiling to Individunt dosiers in the market bacause of 2ssaclation-
Gealer tuli-supply contracia,

¥ Solete Valiey Cooperative Milk Produpars Association, art. I, seo, I-a of reguiations. Provislons sre
similer for the sther thires older sssoolations.
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member is given an opportunity to vote on the election of each director.
Names of candidates are placed in nomination by the advisory coun-
cil, & body of previously elected representatives of the various local
branches. In Akron there is one director from each local, separately
elected by the members of that local. A part of the authority of
boards of directors is usually delegated to amaller committees of one
kind or another. Actual control by directors is modified somewhat
also by advisory councilmen or local chairmen elected by a direct vote
of members to act in an advisory capacity.

Attendance at the meetings at which elections are held is in no one
of these associations anywhere near 100 percent. In Columbus where
no annusal meeting of the entire membership is held, the nssociation
estimated the averags attendance at local meetings at only 33 percent.
In Akron the association estimsated an attendance of 500 to 700 out of
nearly 3,000 members at the annual meeting of the central association,
and an average of 60 percent of the total at local meetings. Local
meetings in Portamouth average about 50 percent attendance and the
annual meeting draws from 125 to 400, including families of members.
In Dayton only 30 to 35 percent attend Jocal meetings and 1,500 to
2,000, including families, attend the annual meeting. On the whole,
therefore, control is exercised by less than half of the members,

Educational Activities and Contacts with Members

The voluntary support which members give their association
depends largely upon a clear understanding of the objectives and the
operating practices of their association. This fact was brought out
by the producers themselves in their answers to general guestions
asked in the interviews. Among the many reasons given for a change
to a more favorable attitude toward the association “understand it
better” and “know more about it” were mentioned more frequently
than any others except ““the association is doing a better job.” Over
20 percent of the producers answering the question as to which activi-
ties should be added or given more sttention, listed membership
relations or educational work. Each of these cooperatives emphasized
educational work as an important service sctivity, although the
methods used to maintain contact with and to disseminate informa-
tion to members varied between markets.,

Local Meetings

Local branches or local units are a part of the organizational struc-
ture of each of the associations. There are 54 locals in the Akron
association, 42 in the old association in Columbus, 32 in the Mismi
Valley association in Dayton, and 13 in Portsmouth. Each of these
locals holds an annual meeting for the election of officers and repre-
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sentatives fo the ceniral associstion, and to transact other business.
Most of them slso hold one or more addifional meetings to consider
special problems, or for educational or social purposes.

Officials from the central associations usually attend each of these
local meetings and appear on their programs. The Columbus area
was excepfional in this respect, whers only about 30 percent of the
meetings were sttended by an association official. The programs for
the local meetings were not carefully planned in most instances.
Attendance at these meetings, according to the associations, averaged
60 percent in Akrom, 50 percent in Portsmouth, 30 to 35 percent in
Dayton, and about 33 percent in Columbus. It would seem, there-
{ore, that perhaps the best opportunity for personal contact and for
information as to the associstion’s activities is being wasted by a large
majority of the members and, to a lesser extent, by association
officials.

Producers were asked the number of local meetings held during the
last year, the number they themselves attended (tables 25 and 26),
and the purpose or value of such meetings. Replies indicated that on
the average between two and three meetings were held in each local.
The number held and the number attended was highest in Portsmouth.

TaBLE 25.—ATTeNDANCE AT Locar MEETINGS as REPORTED By PrRoDUCERS

Producers reporting as indicated
¢ Attended all { Atlendsd parl | Attended
no
mgetiogs of meetings meetings Total

Number| Percend | Number| Percent | Wumberi Peyeend i Number] Pereent

Akron____ .. 138 &7 28 4 Alx 1 208 100
Columbus __ - 55 3 51 30 81 37 187 100
3500 1 SO L 3 44 25 1 43 174 100
PortatroutN . e ceer e - k) 39 &L 13 7 ™™ 10
Total .. ... 6 ] 182 185 38 [ 10

TasLe 26.—AveEracge Numser of Local Mzerings HeEip, NUMBER OF
MEETINGS ATTENDED PER PRODUCER, AND AVERAGE PERCENTAGE ATTEND-
ANCE AS RePorTED BY PRrODUCERS

Avernge | AVOTE® | g pea

meetings | DOUIET | o oen
Market hﬁiim' m of astegf
! dueer 1 £noe

Number Nun:cr Percent

L78 %
25 .05 47
2.0 .90 45
530 29
246 135

1 As reparied by 513 produoers.
1 As reparted by 623 prodoosrs.
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Fewer local meetings were held in Akron but the percentage of pro-
ducers interviewed who attended all meetings was much higher than
in the other markets.® The average producer in Dayton and Colum-
bus attended less than half of the local meetings held. Over 20 per-
cent of the producers interviewed did not know how many mestingn
had been held during the past year, sithough most of them did know
how many they had snttended.

As to the value of local meetings, over 85 of the producers listed
specific values; less than 10 percent indicated that the meetings were
of little or no value; and close {0 25 percent gave an indefinite answer
(table 27). Of those listing specific values, about one-sixth stated
that ‘‘elections” was the only value. The others mentioned a wide
variety of reasons why they felt the meelings were worth-whils;
such as “educational”, “discussion of association policies’, ‘‘discussion
of market conditions”, and “meeting other producers.”

Tanre 27.—Extent o WHicn Local, MeeTinos Aare HerLrruL Az
ReronTED BY 652 PRODUCERS INTERVIEWED

Number produmers reporting from—
Indicated valne o producers & - ’
Akron '{,'&m' Dsyton mou“ i'h Total
Littleormowalue... . .. ... ....... .. b1 £ 18 12 L
Indefinfleanswer ... . ... e 52 35 -] i 15
For election only . . - & 4R 17 4 74
Otber business, socisl, or educatfonal vatus. ... 1% .} 92 L F.
k- ne 7 1~ 7. 8

3 *0f what vaioe xre Jocal unit meetings™
Annual Meetings

The associations in Akron, Portsmouth, and Dayton hold an annusl
meeting esch year {0 which all association members are invited. In
Portsmouth this meeting is entirely for business. The only part of
the program that could be considered as devoted to educational work
is the reading of annual reports. In Dayton and Akron, on the other
hand, annual meetings are planned so as to allot a definite part of the
program to business, fo education, and to social contacts. Special
outside speakers are frequently obtained as a part of the educational
feature. Attendance at these meetings ranges from 20 to 50 percent
of the members,

Association Literature

The second most important method of disseminating information
to members is through association literature, Procedure in the
¥ In this connection, the Mk Producers Associstion o Alyon returns o {ts locals one-hslf of the ansosl

membership fees ooflectad from producers, this encoursging the development of local activity. This is the
enly one of the four markets in which this is doos,
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separate markets differs somewhat, but each association aitempts
to have some type of literature reach each member each month. In
Dayton the association publishes a house organ—*“The Miami Valley
Dairyman”—in the form of a 4-t0-8 page magazine or paper which
has s circulation of approximately 3,400. Publication is scheduled
each month though this schedule has not been maintained in recent
yvears. This house organ is supplemented by 5 to 6 circular letters
ench vear on special subjects of current interest.

The association in Columbus uses s page each month in the Ohio
Farm Bureau News as an outlet for information. The News is sent
to all of its members st the expense of the association. This informs-
tion is supplemented by 6 to 7 circular letters per year, sent to all milk
shippers in the market, dealing with special subjects. The association
in Akron sends out to all members a monthly “price-card” carrying
market statistics on one side and & message from the association
management on the other. Letters are sent only to the board of
directors and to local officers. In Portsmouth a regular mimeographed
news letter is sent monthly to each member, and additional letters on
special subjects are sent a&s necessary.

The producers interviewed were almost unanimous in stating that
they read all of the association literature received. They indicated
that the news of most interest to them was the summaries of market
conditions, prices and other market statistics, general association
news, notices of meetings, and changes in market practices. Fifty-
nine producers (38 in Akron, 13 in Columbus, and 8 in Portsmouth),
stated definitely that they were not getting enough information from
their association and about the market.

Producers were also asked if they would favor a regular publication
by their association, presumably a paper or magazine each month.
In Dayton, replies to this question meant approval or disepproval of
the existing procedure, wheress in the other three markets they indi-
cated a desire for a change in the method of disseminating information.
For all markets, 90 producers gave an indefinite answer and the re-
maining 562 were almost evenly divided on the issue. For the sepa-
rate markets, producers in Dayton were 9 to 1in favor of a publication,
in Akron about evenly divided, and in Portsmouth and Columbus
over 3 to 1 against the idea. )

Field Visits

Visits to the farms of members are & definite part of the educational
and service programs of each of these cooperatives. Only in Dayton
does the association employ & man specifically for field work, but in

each association numerous farm visits are made each year by associe-
tion officials.
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The full-time feld man in Dayton and two of the association’s
officers together make 1,200 to 1,600 farm visits per year for the
purpose of helping producers to meet quality requirements, to solve
hauling problems and base problems, end to obtain new members.
In Portsmouth the secretary-manager spends & considerable portion
of his time in field work and apparently visits each member’s farm
sbout twice sach year on the aversge. A small membership fairly
well concentrated makes this possible. Field visits are less frequent
in Akron and Columbus, where the association presidents or managers
do the work and make about 200 visits per year for the purpose of
gigning members to marketing agreements and workmg out special or
individual problems.

Other Contacts with Members

Iz these markets there are three other methods of contact between
the individual member and the association: {1) Haulers, (2) local
officials, and (3) visits fo the office, Drivers of milk trucks meet the
individual producers every dey and are a potential asset to the asso-
ciation in its membership work. Recognition of this fact has resulted
in an effort to maintain close and friendly contacta between the asso-
ciations and the milk heulers. This haa been particularly true in
Dayton where the drivers are closely eonnected with the associstion
{p. 52) and are now used by it to disseminate informstion and to
obtain signatures of new members to marketing agreements.

Advisory councilmen or local chairmen take an active part in the
affairs of each association. They are so located that no member’s
farm is more than a mile or two from that of such an official. Over
two-thirds of the producers indicated that they were acquainted
personally with the edvisory councilman for their local organization.
Farm visits are made by these officers only on special problems.

Visits to the association office can be made rather easily by the
members of each of these cooperatives, since the average distance
from producers’ farms to market is not over 20 miles in any of the
four markets. In Portsmouth where the average distance is shortest,
the manager estimated that at least 60 percent of the members visit
the office each year.

Further emphasis to the fact that loyslty to the association is more
likely to be found among producers who understand its activities
is given by comparing the attitudes of all producers with those of
selected groups which for various reasons had a better understanding
of their association. Such comparisons were made by segregating
those producers interviewed who were either officers or advisory
councilmen and segregating producers placed in group I {p. 5).
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Fourty-four of the producers were advisory councilmen and officers
of their respective associations. Less than 5 percent of these were
less favorable to their association than when they had first joined, as
compared with 20 percent for the entire sample. About 66 percent
were more favorable in this group as compared with 34 percent in the
entire sample. None of the 44 felt that conditions were no better
than before formation of the association, while nearly 20 percent of all
producers interviewed held this opinion. Only 3 of the 44 felt that
the base-surplus plan was of no help, as compared with over 40
percent for the entire group.

A comparison of the attitudes of group I producers with. those of all
producers interviewed shows sbout the same relationship, Differ-
ences between groups in the interest shown in the association are
illustrated by the fact that the group I producers attended on the
average 1.6 local meetings per year; group I1, 1.3 meetings; and group
III, 0.9 meetings. The percentage of full attendance at local unit
meetings was 73 percent among group I producers, 51 percent among
group 11, and 42 percent among group III producers.

Of 496 association members expressing @ definite opinion on the
base-surplus plan, 60 percent felt that it did help the market. On
the other hand, this belief was held by 83 percent of group I producers,
50 percent of those in group II, and 40 percent of those classified in
group IIE. Only 12 percent of group I producers werse less favorable
to their association than when they first became members as compared
with 21 percent in group II and 28 percent in group IIT. Those baving
a more favorable attitude were 46 percent, 31 percent, and 19 percent
of the respective group totals. Approximately 77 percent of group 1
producers indicated that marketing conditions were better than before
the association was formed or than if there were no association, and
only 10 percent stated definitely that they were not better. Corre-
sponding percentages for sll producers interviewed were 63 and 19
respectively.

The striking differences between the attitudes of thesa separate
groups of producers were found in each of the markets. They indicate
-that those members who know more about their association’s work’
are more likely to be loyal to it, and to favor the steps taken to im-
prove marketing conditions. Until thers is more definits assurance
that the associations have exhausted all reasonable means of educating
and arousing the active interest of producers of the type classified as
~ group III in this study, these data should not be interpreted as mean-
ing that cooperative milk marketing should confine itself to the better
educated aﬁgl more progressive farmers. The conscious effort made
by many Huid-milk bargaining eooperatives to include in their mem-
bership as large & proportion of the active shippers in the area as is
possible makes the latter consideration particularly important.



Appendix

Basic Statistical Data

TabLe 28.—Prices Paip By Distrisutors FOR MILK OF STANDARD GRADS ]
Testing 4 Percent BurTERFAT F. O. B. Axron, CoLumsus, Davto
AND PorTsmouts, Osio, 1923 10 19351 ~§

o

Class I prioe per 100 pounds Welighted nvarage prices par 100 poinds
Year Calu FPorta- Coluin- Forts-
alut-

Akron ¥ bus Dayton | [ \h | Akron? bus Daytas | | Loeh
| - N1 I O N, B2 "nn E - B T
(7 VOO I 3.82 250 2,484 ... .
L5 877 [ - X BN 308 8. ... -
3.58 232 38 |83 2 2.3% .

3 58 3.08 25| 307 290 2455 -
355 2. 272.88 1. 3., by < 2887 .., ...
3.42 3 £2 55 3.87 2.9 2 m e
34 2.82 2. 19 2.60 1.3 .. .
24 213 1.99 ). 42 20 1.9 "1
168 1. 56 1.57 1.48 1.49 }. 48 585
£75 1, 85 137 1.5 1 47 12 18
219 1.48 183 1.93 L 135 I
237 211 L97 L% 5. 87 1.76 X

1 As estimatad from data obtained from sssociation offices, Bimple averages of monihly prioes nrs tined
in sevaral of the sarlier yeara whers dala o sales sre Incking.

1 Prices are quoted in Akron for milk testing 3.5 percent. Adjustmenta are made by using 5 thmes 110 of
the sverage of #2 score butter st Chicago.

¥ Pogl prices—eiam I not avajlabie,

Tasie 29.—Prices Receriver ny Onic FArRMERS For SeLecTED ProbucTs,
1923 TO 1935

Beel Veal tarist
Yeas Corn per Wé"'l’,“ Hay per | cattls per] onlves per H“ﬁg" Eies per | B
bushel | (BT, | 1om 100 100 | ooy, | dumes | iU,
pornds ¢ pounds

Doilars | Doifars | Doitars | Duoilars | Dollsrs Cenle Cents

1.06 1% 90 5. 80 (%) 740 ®3 45

L& 12 30 B8 10. 5O 5. 10 21 43

1L 14. 40 7. 30 10. 70 31. 50 3.4 3

L 3. 00 7.30 il &8s 12 50 8 43

1.31 8. 80 8 10 119G 3t ] %4 L)

1.31 11 50 i 26 13 40 ¥ W =0 L

1 14 e 80 12 16 13. 96 i a0 3.8 45

. 18 50 B 38 1% $. 40 .3 F'

.45 .90 820 .96 430 152 H

.47 4. 50 4. 86 LX) 370 |19 i7

N 7 10 4+ I5 5 20 308 38 ).}

R 13. 50 4. 60 k&0 4 88 5.8 n

o rd 4 70 Z. 50 8. 50 £ 30 né n

1 Or i .
m&"mﬁm"‘m B. Department of Asricnitary.
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Tapre 30.—REeTAIL Price pER QJUarRT OF STANDARD GRADE MLk ¥
Agrron, CoLvmsus, Davron, anp Portsmoutn, Omio, 1923 10 19351

Yoar Akron ngg- Dayton g&?’h Yesr Akron Og{]}g;n Dayton g;m
Oenly | Ceniy © Cenls Ceniz Cents | Cends | Cenfs | Cenfs
BE N 1 35 SRS S [ \0 12.33 L 08 L8 L ...
12,38 5 . 1831 %17 .04 | 10,90 281
12313 11. 17 1200 ... ) 2 I, B 78 B.70 917 11,08
12806 § 115847 1L58 .. 1833, 878 8.3l 8.2 10.78
1275 % 128§ 1206 -] 134, eea] 1050 9.50 933 11. 90
12,67 11.33 ] 12.67 1835, -} 1050 F 10.00 283 11.00

moo: 1200] 1233 {0000

i Simple averager of monthly prices. Putterfst content sverages 3.8 percent milk in Akron, and 4
peresnt milk In Columbus, Dagten, and Porismouth, ’

Tasre 31.~—DistriBuTioN oF MeEuBERs oF OLDER ASSOCIATIONs INTER-
VIEWED ACCORDING 10 LEweTe oF TiMe Smippmic MiLk, NuMBErR OF

Cows, Grour CLASSIFICATION AND LENGTH oF TiMe MEMBERS OF THEIR
Mix CooPERATIVE

Number of members of association ju—

Item
Colum- Poris-
Akron bus Dayicn month Total
Number of pears shipping milk:
04 _ Id £ H &5 37
[ 15 k] 20 B
5 AL &1 30 158
8 38 47 12 bt ]
3 b3 9 2 55
13 18 4 1 40
36 ig ki ] 18 128
92 42 84 3L 28
38 33 20 17 10
18 i2 4 -] 38
12 F <4 3 (] 48
87 5 [ 158
100 £0 26 19 285
30 2 14 83
34 L 31 17 21
&8 23 34 ap 155
44 88 23 20 240
[ N N PR IO 88

¥
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B
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