


·· ~MfAfit PAI~ " 
PROBLEMS OF 
Mid-West· 
Producers 
Creameries, .Inc . . 

, 
FARM CREDIT ADMINISTRATION 

Coop(rativ( Division 

WASHINGTON, D. C. 

l~ll"CUL"" No. C-I06 



Farm Credit Administration 
w. 1. MYER., Gow",o, 

Cooperative Division 
S. D. SANDEJI.S, Commiuio~, 

Research, Service, and Educational Staff of the Cooperative Diviaion 

H. M. BAIN, AuiIwn' Commission" in Char" 
W. W. FETROW, Chi,f Rn,ar,h Ero1lomist 

Couon 
Omer W. Herrmann 
Otis T. Weaver 
John S. Burgess, Jr. 

Dairy 
T. G. Stitts 
D. D. Brubaker 
Wm. C. Welden 
Paul E. Quintus 

Fruits and Yrgnablu 
A. W. McKay 
K. B. Gardner 
M. C. Gay 
H. C. Hensley 
N. Fogelberg 
H. W. Mumford, Jr. 
J. H. Heckman 
Ford A. Quitslund 

Gra;n 
Harold Hedges 
Harry E. Ratcliffe 
E. B. Ballow 

History and SwliIlic I 
R. H. Elsworth 
French M. Hyre 

/7UUranu 
V .. N. Valgren 
F. C. Murphey 

LiwIlod, and Wool 
C. G. Randell 
L. B. Mann 
H. H. Hulbert 
James M. Coon 

POU/lry 
John J. Scanlan 
Roy W. Lennartson 

Purcha.ting 
Joseph G. Knapp 
John H. Lister 
Gerald M. F raneis 

Tobauo 
Willi. m Collins 

Traffic 
Charles B. Bowling 

The Research, Service, and Educational Staff conducts research studi.,. 
and service activities relating to problems of management, organization, 
policies, merchandising, sales, costs, competition, and membership, ariAing 
in connection with the cooperative marketing of agricultural products 
and the cooperative purchase of farm supplies and services; pubhshes the 
results of such studies; confers and advises with officials of farmers' coop
erative associations; and cooperates with educational agenciel, coopera
tive associations and others 1D the dissemination of information relatina 
to cooperative principles an4 practices. 

Copus of this pub/italian may lH obwinrd upon "qlUtst, whilr 
a $" p1'ly is aoailabJ., from 1M 

Dire<l<lr of / nformatian and ExUllsion 
Farm Credit Administntioll, Washington, D. C. 

Th r:tIHr pidur~: Annual Meeting of Cooperative C ft!AIDeI7 At COoRanJiDe. Mkb.~ Fe~ 1m. 
APproximately 3,MJO penoDl!!l .. ere eecpmmoda*«l OD tbe u.odatitm·. cwa premllta. 



Contents 
----~~-Page 

Su~y_________________________________________________________ IV 

Purpose and scope of study _ __ _ _ _ _ _ _ _ ____ _ _ _ _ _ ______ _ _ _ ___ ____ _ _____ 2 

Mid-West Producers' Creameries, Inc________________________________ 3 
Corporate and financial structure____ _ _ _ _ __ _ _ ____ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ 3 
Finaneial condition. _ _ _ __ ___ ___ _ _ _ __ _ _ _ __ _ _ ____ _ _ _ _ _ _ _ __ __ _ _ ___ 4 
Services to members. _________________ • ________________ ._ _ _ _ __ _ 5 

Marketing service ____________________________________ -__ _ __ 6 
Supervision of production methods. _ _____ ___ __ _ _ _ _ _ _ __ __ _ _ _ _ _ 7 
Laboratory analysis of butter quality and composition. _ _ _ _ _ _ _ _ 7 
Purchase of cnamery supplies and equipment_________________ 8 
Public policy _ _ __ _____ _ __ _ __ _____ _____ _ ___ _ _ ____ _ _____ _ _ ___ 10 

Reorganization of member units________________________ _____ 10 
Analysis of financial records. __ .___ __ ____ _ __ _ _ _ ___ _ ______ _ ___ 10 

Conditions of dairy production and manufacture in the Middle West__ _ _ 12 
Production in the are&-. ___ _ _____ _ ___ _ ______ ___ __ _ _ __ _ ___ ___ _ ____ 12 
Disposal of milk produced_ __ ___ _ _____ _ _ __ __ _ _ _ __ __ _ _ _ ___ __ _ _ __ _ 14 
Farm consumption of milk_ ______ _ _ _ _ _ ___ __ _ _ _ _ _ _ __ __ _ ______ _ ___ 16 
Market outlets_ _ _ __ _ _____ __ __ __ _ _________ __ ________ ______ _____ 16 

Structure and activities of associations_» _____________ " _ ___ _ _ ___ __ _ _ _ __ 23 
Membership policies_________ ___ _ __ _ __ __ ____ _ _ _ _ ____ __ _____ ____ 23 

~ichig&n-------------------------------__________________ 24 Indiana__________________________________________________ 25 
Tenn~________________________________________________ 26 
lDinom___________________________________________________ 27 

Methods of financing_ _ ___ ______ _ _ _ _ ___ _____ _ __ _ _ _ _ _ _ _ _ _ __ _ _ _ ___ 27 
~eans of obtaining capital from members ______________ ._____ 29 
Effect of financial methods on patronage. _____ ____ _ __________ 31 

Educs.tional progr&m_ _ _ _ _ _ _ __ _ _ _ __ __ _ _ _ _ _ _ _ __ __ _ _ __ _ _ _ ___ _____ 32 
Procurement methods used by Mid-West creameries____ _____ _ _____ 35 

Direct shipmenta__ ___ __ _ _ __ ____ _ _ _ _ _ _ _ ___ _ _ _ ___ _ __ __ _ _ _ __ _ 36 
Cream stations__ _ _ _ _ _ ______ ____ _ _ _ __ _ ___ __ _ _ __ _ _ _ __ __ _ _ ___ 37 
Truck-route operations_ - ____ _ __ ___ _ _ _ _ __ ____ _ _ __ _ _ __ __ _ _ __ _ 38 
Development of cream routes _______ ._ ________ ______________ 38 

Cost of procurement_ - --- - - - - _______________________ • _ ~~_ _ _ _ ___ 39 
Rates paid commission haulers ________ ._ _ _ __ _ _ _ _ _ _ _ _ __ __ _ _ __ 41 

General operations affecting prices paid for butterfat__ __ _ ___ _____ _____ 43 
Factors affecting sales returns___ _ _ _ _ _ _ _______ _ _ _ _ _ ___ _ _ _ __ _ _ __ __ 44 if 

QU&!ity ________________ -_ _ _ __ _ _ _ _ ___ _ _ __ __ _ _ __ _ _ _ _ ___ _ ____ 44 
Package__________________________________________________ 44 

Location advantage __ - - _______________ .~__ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ 45 
Volume of standard product. _ __ _ _ _ ___ _ _ ___ _ _ _ _ _ _ _ _ _ _ _ __ _ ___ 45 
Local and special market outlets _____________ .. _ _ _ _ _ _ __ _ _ _ ____ 46 
Byproduct aa1es_ _ _____ _ __ ______ __ _ __________ ______ __ __ ____ 47 
Side-line operations_ ___ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ 48 

Operating efficiency __ ___ __ _ _ __ _ _ __ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ ___ _ _ _ ___ _ 49 
(}verrun__________________________________________________ 49 
Costs of operation__ __ _ _ _ _ _ _ ___ __ _ _ __ _ ___ __ _ _ _ _ _ _ __ _ _ _ _ ___ _ 50 

Price. paid for butterfat- ___ ._____ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ __ _ _ _ _ __ __ _ _ _ _ _ 52 
Creamery operating margins_ _ _ __ _ _ ___ _ __ _ _ _ _ _ _ _ _ _ __ ___ _ _ _ _ _ _ _ _ _ 53 
Price systems used by Mid-West creameries_ ______ __ ____ _ ___ _ _ _ _ __ 57 

III 



SUMMARY 

THE Mid-West Producen' Cream-
eries, Inc., established In 1932 

under the Indiana Coopera.tive Act, 
is unique among regional butter-mar
keting cooperativea in that it ia pri
Darily a service agency. Services ren
dered to its 20 member creameries in 
Michigan, Indiana, Tennesaee, and Illi
nois. include 8upervision of production 
methods, laboratory analysia of butter 
for quality and composition, arranging 
market outleta for butter, purchase of 
creamery supplies And equipment .. rep
resentation of the member creameries 
in matters of public policy, 888istanC8 in 
corporate and financial reorganization 
of member unita, and the keeping and 
analysis of their financial records. 

Development of strong and eJl'ective 
locals, 80 that a minimum of responsi
bility remains with the overhead agency. 
has been a general policy of Mid-West. 
Particular attention has been given to 

. operating efficiency and the manufac
ture of butter of a uniformly bigh 
quality. 

Positive action to increase the num
ber of active shippen and the interest of 
members in the creameries baa followed 
three general lines: 

~ First, the local creameries have ...,. 
quainted producers with the advantages 
of cooperative effort and, specificalJy, 
the benefits to be derived from patron
izing the particular cooperative in ques
tion. This has been aceompliahed 
through gaining the BUpport of other 
fann organizations, holding meetings of 
present and prospective patrons, dis
tributing literature and providing spe
cial field men for solicitation of cream and 
for quality improvement. 

Personal contact with producers, made 
by drivers of cream-route trucb, is an
other important means of explaining the 
operations. of the cooperatives. 

Second, the creameries have BUb
stituted cream routes for eream stations 
and thereby have secured .. closer relA
tionship between the producer and the 
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creamery. DurinR 11136. 88JI po"",nt 
of the butterfat received at all planlAl 
was proeurcd on cream routes. N(St l'9t 

turll8 to produCt'''' in ~npral have tx-ra 
increased through the reduction of .. ,.It 
of assembly. The lowl'llt .,oot of p ..... 
curemcnt for any 8MOCiation wu O.~ 
cent per pound of butterfat, and tht· 
average was 1.29 centa. Based upol 
the experience of a number of the plant., 
it ia deemed advloahle for additional 
creameri .. to oonoider the otmenhlp '" 
their own truck •. 

Third. and moot Important In In ....... 
ing potron_. ia the ability of _iii 
tions to return to their patroM hlg' 
prices for their butterfat. 8eleekJ 
member creameri.. in MichiRan antf 
Indiana took a much lower margin thaI 
WB8 taken on the average by al1 cream
eriea in the State, therefore Mumto. 
a higher proportion of the market vain. 
of the butterfat to the producero. ThIo 
eOll8istent [ncreue In the volume of 
busineu done by cooperatives In tlwtll 
two States and the low margins taUn 
by the cooperati veo eontributed to 1m. 
portant reductioll8 in the average mat
ginotakcn between 1925 and 1936. TIl. 
loW' level of oper&ting C08't8 bu been aD 
important factor in the building of 
support among patroD8. 

Creameries which are mcmheiw of 
Mid-West vary widely In eorporote and 
financial 8tructlJre. Both stock and 
nonstoek organizationa are Included. 
In Michigan 32 percent of the patroN 
were nonmembers, and 27 percent 01 
the members were nonpatroll8. In 
Indiana 81 percent 01 the patrnJl8 wel'n 
membenJ and 96 percent of the membenl 
were pat:rollB. The three TenneMet· 
creameries have recently been ~ 
ganizing to eotabliah a closer relatlo .... 
.hip between patronage and member
ship. 

The income of Mid-West ia derived 
from dues which amount to o"...,lghtb 
cent per pound of butter made by u.. 
member creameriea. 


