
in·' Louisville 
~ ,,'. 

by Wm. C. Welden 

'and T. G. 'StiUs 
'.' -,,- . 

" ~ 

',:' 
I) . 

. "'., 

,-. . 
. ,\"j :. I,.:; 

" . 

. ~: 
'.; i 

"'.i' ." .' - . 
,"' ; 

1' •• 

" '" ~. 

'd:",' 

", . , 

, !,. 



," "-', 

Farm Credit· Administration 
, F. F. Hu.x., GOI?n7IDr 

E. A. STOS:Dn:, DlptlfJ Gootr,u,r, 1,. Chart' of Rnr.rc4 

Cooperati~ Research and Service Divi.ion 

T .. G. ST'.".., Chir! 
W. W. FETROW; Auociau Chirf 

BllrifUU' AdminirtrtUlofl 
K. B. Gardner ' 

" . H. C. Hensley 

COl/OfI ,. 
Orner W. Herrmann 

, Otis T. Weaver 
John S. Burgess, Jr. 

Dairy' . 
T, G. Stitt. 
D. D. Brubaker 
Wm. C. Welden 
Paul E. Quintu8 
Harry C. Trelogan 

F ",;tr aM r reltohM 
.. A. W. McKay· 

.M.C.Gay 
N. Fogelberg 
H. W. Mumford, Jr. 
J. II. .Hedman . 
Ford A. Quit.lund 

, Grain' 
Harold Hedge. 

. Harry E. Ratcliffe 
E. B. Ballow' 

History alld SUI/iI/its 
R. H.o EI ... or. h 
French 1\1. Hyre 

Insllrs,uI 
V. N. Valgren 

. K. H. Hunter 

Lioawd, alld 11'00/ 
C. G. Randell 
1. B. Mann 
II H. Hulbert 
James M. Coon 

Poullry 
lohn J. Scanlan 
Roy W. IA:nn.ruon . 

P"rcl!a.rinf 
Joseph C. Knapp 
John H. Lister 
Gerald M. f raneil 

Spuia/ era pI 
H. M. Bain 

'Traffic , 
CbarlEl6B .. Bowling . 

, The Cooperative. Research and Service Division 'conducu re.eareh 
studies and service activities .... Iating to problemJI of manag<!'ment, org.ni­
zation, policies,- merchandising, sales, cosu, competition, and member. 
ship, arising in ronnection with the cooperative marketing of agricultural 
prod~cts and the cooperative purchase' of farm 8upplies and services; 
pubhshes the results of such studies; confers and ad"aes with official. of 

. fanners"· cooperative associations; and <OOperJtea with' educational 
"agenciea,CGOperativeasaociation. 'and others in the di.oemination .of 
i~formation reiatinll to cooperative principleo and practices, .. 

CopUs 'of jhirp"blicatia1l may be ObtaifUti Ilj>01l rtgtUJI,'wlril, 
'"" II rllpply ir llNiiohlr, from tJu 

c. Director·of Information and Extension 
. Farm Credit Adminiatratio.,.Wa.hingto.,. D. c. . 

• "J... 



Cooperative . . ( 

Milk' Ma'rketing 

in Louisville and 

other nearby citie.J-_~~-_~ '-. 
-~~. 

, -.-. ...... - ., I~~ .' 
DhananjByar&o Gadgil Libmry '""-;, .... ~~ 

IIIImlllWHWHWaUIIJI .............. .... -
. GIPE-PUNE-039886 '-',-,~. _ ~~ - .' 

boy Wm. C. Welocn • .....!.?!~'.:".!,->: '=--~\I~ 

Agricultural &0»0111;11 

and T. G. Stitts 
Chit], COOPff'aliue Research and 

SnlJ;ct Diuision 

, . 

FARM CREDIT ADMINISTRATION 

Cooperative Research and Service Division 

WASHINGTON, D. C., 

BULLETIN No. 32 APRIL 1939 

I"w Wit by the Supuiattlildent of Doaimenu. W .. hiqtoQ. n. c - - - - - - - - - - Price 15 «D1I-



y fYI, 0~~5 11 :7') : 5" ': 73 2t 

3988' Q-j 
Contents 

p-SUmmary _______________________________________ a__ _ _ __ _ _ __ _ _ _ _ _ _ _ (II 

Nature and pu",.,... of study ____ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _____ : I 

Cooperative milk marketing in Ohio, Indiana, Kentucky, and TennClW'OO_ _ 3 
Urban population_________________ __ _ _ _ _ ___ _______ __ ___ __ _ _ _ II 
Production and UBe of milk ___________________ ._. ______________ a 7 
Development of cooperative milk marketinl_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 8 
Types of milk associations in the &rea.__ _ ___ _ ___ __ _ __ _ _ _ _ _ _ _ _ _ _ __ 10 
Scope and methods of operation ____________________________ •••. _ 14 
Public control of milk marketing ____________ . __ ._:. ____ .•• _ •.• __ 16 

Development of cooperative milk marketing in Louisville. _ _ _ _ _ _ __ _ ___ __ 17 
Market and supply area ____________ ._. ________ • _ • _____ • ___ • ___ • 17 
Falls Cities Cooperative Milk Produoen' A..ociation _______ ._______ 20 
The Independent Aooociation ____ • ____ : _________ • _ _ _ _ ___ __ _ _ _ _ _ _ 2& 
Nonmember producers ______________________ • __ . _ •• __ .• _______ . 25 
Federal control program ____________ • __ . ________ .. ___ ...• _._____ 211 
Summary and compArison of market condition ... __ _ __ _ _ _ _ 27 

Sales program of the Falls Cities Cooperative Milk Produce ... • A...,.,iatlon_ 29 
Sales promotion And advertising ______________ ~ _____ .. _ _ _ _ _ _ _ _ _ _ __ 30 
Dealers' competitive problems ____________________________ ... ____ .. 32 
Adequate supplies and aBies agreements _____ • ____ • __ __ __ _ _ __ _ __ __ 36 
Other bargaining efforts ___ . _ _ __ __ _ __ __ _ ________ __ ___ _ _ _ ____ _ ___ 40 
Remits of bargaining work __ -' ________ . ____ . ___ •. _________ . _ _ ___ 42 

Laboratory and service program _________________________ . ___ • _____ ._ 60 
Butterfat testing and other laberatory work ____ • ___________ • ____ • 611 
Improvement of facilities ___________________ • ___________ .. _______ 63 

~a"ve pureh~ng------_-----------_--------_------------ &4 
Supervision and control of bauting_______________________________ M 
Herd improvement _______ • ______ .. _______________ .. ___ • __ • _ _ __ __ 61 
Other service &etivities. _ ... ___ .. _. _____ .. _. ________________ .. _____ .. 67 

Membership reiatioft8 program __________ -_____ . _ .. __ • ___ ._. _ _ _ ___ _ ____ 68 
}donthly ~ine_--------____________________________________ 68 
Meetings of ,produ"""' ________________________________ .. ___ .. _. _ &II 
Visits to membero' farms ____________________________ •• _________ 60 
Visits to association office ___________________________________ .. _ _ 60 

AppraiaBi of Fall. Cities BIIIIOCiation by members ________________ . _____ 60 
Characterlstieo of produ",,", interviewed__ _ ___ _ ______ ________ ___ __ 82 
General appraisal of .....,ciaUOD__ _ _ _ __ __ _ ________________ __ __ ___ 54 
Attitudes toward the ... Ieo program_ _ _ _ _ _ _ __ _ _ _ _ _ __ _ __ _ _ _ __ _ _ _ _ _ _ fi6 
Attitudes toward control of surplus ____ ._________________________ fi6 
Financial reserves and other probleme _______________________ .. ____ 68 
Appreciation of laboratory and service work_ _ _____ _ __ ______ _ _ __ __ 69 
Results of membership program ______________ . ___ _______ ____ ____ 74 

Appendix A.-Baoie statistical dAta _____________________ . __ _ _ ____ _ _ __ 18 
Appendix B.-Notes on otatIetic&l methods employed ________________ ._ 86 

Jl 



Summary 

I N THE States of Ohio, Indiana, Kentucky, and Tennessee,. there 
. were 46 milk cooperatives active at tho close of the year 1937. 
These 46 associations and 2 others with h"adquarters outside the 4 
States but having producer-members and outlets in the area, served 
all but 1 of the 20 metropclitan population centers, as well as many 
smaller markets. Some of the organizations operated exclusively in 
one of the smaller markets, but several were made up of minority 
groups in larger markets already served by a milk association: 

These 48 associations had in 1936 about 33,000 members and sold 
slightly less than 1,550,000,000 pounds of milk. Approximately 55 
percent of the fluid milk and fluid cream consumed in the 4 States in 
1936, exclusive of that retailed by producers, was marketed coopera­
tively. 

Types of milk associations in the area range from the small strictly 
bargaining organization with no fix"!i >lSSets and a limited marketing 
program to the large association distributing milk at retail and 
operating with more than .. million dollars in plants and equipment. 
Altogether, there were 30 strictly bargaining associations, 4 bargaining 
associations which take title to the milk and handle the payments 
to producers, 5 bargaining associations with surplus-manufacturing 
plants, and 7 milk-distributing associations operating in these States 
at the end of 1937. In addition,. 6' cooperatives engaged primarily in 
butter production were distributing milk in about 20 smaller cities 
in the area. 

Either a State or a Federal control program or both has been or is 
now in effect in the principal markets of 42 of the 46' associations in 
these States. Many of the newer organizaticns have never operated 
without control and are still in the process of working out their 
marketing programs. Among the older associations, there have been 
many changes in operating methods in recent years, with a rather 
general expansion of service activities, and a few ehanges in basic 
organizational structure. 

In the Louisville markot, the Falls Cities Cooperative Milk. Pro­
ducers' Association, which WIlS selected for detailed study, has had to 
face many of th .. problems oommon to milk associations, especially 

In 
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bargaining cooperatives. In this mark ... t of more thRn 400.000 
populRtioD, with annual graded-milk r"" .. iptA of Rbout 100 million 
pounds from 1,350 producers, the Falls Citi"" 88SOt'iatioD mpresentA 
about 80 percent of the milk volume. Its pl"Olmlm has oo..n compre­
hensive, and, according to analyses made in the courae of thi8 RtU.Jy, 
suecesaful to a marked degree. A new llidependent aMOOiation h ... 
been active in the market since 1933. 

The program followed by the Falls Cities llS8O<'iation hili! '-n 
strictly that of a bargaining association. It has always oo..n w .. l1-
financed, however, and has steadily developed its servie,fl and In bora­
tory work and its educational work among producers. Although th"re 
has been a control program in the market since 1934, there blUl oo..n 
no decrease in the association's interllllt in or attention to pri .... l .. v .. ls. 
The general promotion of milk sales for members is tbe most important 
part of its program. Second is the laboratory and servic" work, 
covering a wide variety of activities; and third is tbe work in mem­
bership relations. 

As a SIlles agency, the Falls Cities association opt'ral .... with exrlu­
siva or full-llupply contracts with both producers and milk dt'lalers. 
Members can sell only through tbe aasociation but are guaranteed a 
market every day. They are ll88ured of payment for the milk and 
receive the same prices per unit as other members. Contracting 
dealers agree to buy only Il88Ociation milk but are guaranteed adequate 
aupplies at pricea the same as those paid by other contrarting d .. nl"rs. 
With these relationships eatablisbt'd, tbe reat of the llAAOCiation'. job 
involvea (1) advertising milk, (2) helping dealers with competitive 
problems, (3) trying to keep seasonal and arulUaI suppli"" in line with 
demand, and (4) trying to maintain the high""t price levels for milk 
which can be justified by market conditions. 

Seasonal variations in receipts have always been a problem with 
the Falls Citi"" ftSSOCiation. In 3 of its 7 years of experieru--6 there 
has been an extreme shortage of milk in the fall, and in 4 of the 7 yean 
a heavy surplus in the summer. A base-and-llurplu8 plan to en("ourage 
more uniform shipments was used from February 1932 through 
July 1934, IUld to some extent accomplished this purpose. Produc,er 
discontent forced itA abandonment in 1934. Other condition., 
including a new health ordinance in 1932 and a marked increase in 
the average production per dairy, belped to decrease seasonal varia­
tions. However, a number of periods of extreme shortage can be 
traced to adverse woo tber conditions. 

The volume of surplus over fluid milk and cream sales, adjnsted 
for normal seasonal variations, declined sharply from the early part 
of 1932 through 1934, but except for the drought period in 1936 
increased steadily from 1935 until the early fall of 1937. The amount 
of rainfall, the price of milk in relation to the pricfOJ of feed and of 
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alternative farm products, and the price spread between market milk 
and manufacturing milk were factors which affected the volume of 
snrplus. Weather conditions and feed supplies and prices were the 
most important factors. Market milk prices were higher than 
warranted by the supplies and prices of feed and the relative prices 
of other farm products in two of four periods of excessive receipts. 

Association milk has been sold to dealers at class-use prices since 
May 1931. As compared with the average price for manufacturing 
milk in the area, the class I (fluid milk) price of the association 
averaged $1.20 per 100 pounds higher, its class II (fluid cream) price 
60 cents higher, and its class III (surplus) price 5 cents higher for 
the period of 80 months. Class I sales have averaged 57 percent of 
total receipts, class II averaged 12 percent, and class III averaged 
31 percent. 

Since the Falls Cities association was started, the blended price 
paid producers for milk of all classes in Lonisville increased from $1.43 
in 1932 to $2.25 per 100 pounds in 1937. From January 1933 through 
June 1937 there were only 4 months when the price was not as high 
or higher than the same month the year before. It is impossible to 
measure ",!actiy the sssooiation's influence on these price levels, but 
it is significant that the share of producers in the price paid by con­
sumers for fluid milk in Louisville increased from 45.2 percent (f. o. b. 
city) in 1932 to 51.6 percent of tire total in 1937. 

The Falls Cities association has developed a broad program of 
laboratory and service work, iicludi~ checking of butterfat content 
and milk weights, help in· .f9i;;"g .prQducers' quality problems, 
cooperative purchasing of feed and supplies, partial control of milk 
hauling, financial assistance for herd improvement, and other services. 
Four or five men are employed to do this work. 

Methods of making producer contacts and disseminating informa­
tion to members include distribution of a monthly paper to all mem­
bers; annual meetings attended by about one-fourth of the members; 
local meetings which are attended by about 55 percent of the members; 
field visits to about 40 percent of the farms each year; and visits to 
the association offiee by about half of the members at least once a 
year. Each member has an opportunity to vote (I) in the nomination 
of his district director every 3 years, (2) in the election of all directors 
at the annual meeting, nnd (3) in the election of local officers each 
year who make up the advisory council of the association. 

Personal interviews with 277 milk producers shipping to Louisville-­
about 22 percent of the total located in all parts of the mill. .. shed­
showed the following general characteristics: Size of farm, 210 acres; 
size of herd, 18 cows; daily production, 40 ga.iJ.ons; distance to market, 
26 miles; years sbipping milk, 14; and cost of meeting the requirements 
of tbe health ordinance, $402. More than 75 percent of the 227 Falls 
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Citi,," membel'B in this group have bf't'n mf'mb"nI of the BAAO~iation 
since it started. . 

More than 90 pel"t"ent of the membel'B intervi .. wed Felt that thl' 
Falls Cities II.S8Ociation had improved market .. onditions and. on the 
whole, had been worthwhile to them. Greater bargaining strength, 
service work, and representation of producera' intereoots were the 
prineipal factol'B mentioned that had helped to improve conditioll8. 

Although variations in local conditions imply th"t some of the MRO­

"iation's methods would not have been so 8uee_ful in other mark" .... 
both the management and the membel'B of the Falls Cities Cooperntivp 
Milk Producel'B' Association feel th"t it bas a<"~omplished mucb. Th .. y 
recognize, however, that opportunities for service may be .. ven gr"at"r 
in the future and that new problems may appear if the trend of 
prices ceases to be upward. 



Cooperative Milk Marketing in 

Louisville and other nearby cities 

Nature and Purpose of Study 

A S A part of the dairy marketing research program, the staff of 
£\. the CDoperative Research and Service Division has felt that a 
description of the nature of the milk-marketing problems and the 
manner in which they have been met by cooperative associations 
operating under the conditions prevailing since 1925 would be helpful. 
A study of this kind has already been made of milk cooperatives in 
four markets in Ohio.! The present study is mainly a detsiled analysis 
of the association in Louisville, Ky., but also includes some discussion 
of milk-marketing conditions and cooperative developments in the 
four States which comprise the fourth district of the Farm Credit. 
Administration 

Current problems among the milk cooperatives in this area, espe­
cially the bargaining associations, center around the nead for devel­
oping a definite and comprehensive marketing program which is (1) 
flexible enough to allow adjustments for rapidly changing er.onomic 
conditions, and (2) broad enough so that governmental control of 
prices will not affect too greatly the value of the association to its 
members. Thus, price negotiations and merchandising may be the 
major problems when there is no control, but a broader program is 
more desirable; and such matters as hauling, quality, surplus control, 
and general service work ber.ome more important when there is control. 
Membership relations are of prime importance in all cases. 

Non.-AppreCliatlon it- due 1. B. Roberts and R. B, Prlae of the Dapar&ment 01 Markets and Rural 
Cmdlta. Univeratty of Jrentuuky. who cooperated In plannhtg and. collecting the information lor the p0r­

tions of the study dealing with the LouisvUle market. Tha authors also wish to acknowledge gratefUlly the 
usiatance giVIID by lbit doe of tbe Federal Market Administrator and the Falls CIties Cooperatlve Milt 
Produaers' A&'!OOlaUon. 

t 8tiU;a. T. 0., and Welden. Wm. 0., MiDI: CooptraUnI 1D 1'OW' Ohio Markets,. F. O. A, BI1ll. l&, 
71 pp, lllu!. HI87. 
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Th .. Louj,ovill .. milk market, and parti .. ularly Iht" FilUM ('iIi ... ('0-

opl'rlltivt' Milk Produ .. ers' A""""iation, wert' ""1(\('1,,,1 for d .. lllil"d 
o.nnlysLQ in this study for 0. numb .. r of rPu.sons. ('hi .. f ftlllnllil th""" 
w .... ~ the beli .. r that b""allse of the r .. p~ntfttiv ... "'lIIr ... ·tl'r or th .. iliaI"­
ket conditions and th ... naturP and su ....... "" or th .. RAAOrialion'. prollfom, 
the results of the ano.ly_ shoul,1 ho.ve 0 hroad o.l'pli,·o.tion to nth"r 
coopero.tives o.nd be of wide intel'l'At to students of '·'lOpI'rativ .. lIIar­
keting. The sperifi .. requl'8t for Bu .. b a "tUtly hy th .. boo.rtI of difll('t",rs 
of the o.sso .. iation, the opportunity to coopl'ro.te with the Htat", BICri­
('ullural experiment station,' and the avoilahility or "I",i81.;,·0.1 iIlC"r­
mo.tion ill the offi .... of the IISSOdation and the j .... d .. ral Milk Li .... nse 
Administrator greatly f""ilitoted th .. study ond innullI",,,,i th .. ""I",·tion. 

In o.ddition, the Coopero.tive Reseo.r('h and Servi,'" Division mruie 
conto. .. ts with 0. number of the other """" .. iations op .. roting in th, ..... 
four States, and tbis infonnation, together with thot alrPllIiy availllbie 
in the liIes of the division, fonned the bu.si.. for a MOIIIPwhllt hrollll"r 
survey of o.lI milk associations in that areo.. Th .. study was mllde 
during 1937. 

The purpose of the study h88 been, first, to pr"""nt a jC"nf'ral 
d ..... ription of the development and problems of ('oopf'rativp milk­
marketing RSso .. iations in tbe States of Ohio, IndilUlo, K"nh ... ky, and 
Tennessee; and, serond, to analyze, and as far "" pll ... ~ibl", to apprlliK!' 
the methods used by the Falls Citi .... Coopl'rative Milk Prod",'''''''' 
Asso .. iation in attempting to solve these problems, nnd to Rhuly in 
detail the various parts of ite marketing program. Th .. inronnst.ion 
developed in this way should be of BSSistance, first, to th .. asso"iation 
and ite members in Louisville; s .... ond, to other """""illt;ons in the area 
considering modifications or .. hanges in their mark .. tinjC progrllm8; 
and, third, to tbe milk assodations in other parte of the United StoteB 
which are f""ed with similar problems. 

In the study of the IISSOMation's marketing program in Louisville, 
the procedure involved two approfl,('h..... The first was to analyze in 
detail o.lI the statisti .. 0.1 infonnation avo.i1able in the office of the BMO­

dlltion and in the offire of the milk-market administrator of the Fed­
ero.l control program. The second was to visit personally approxi­
mately 22 perc.ent of the producers who were active members of the 
association and to ask them about 100 qu""tions regardinll the 
various activities of their IISSOMation. The replies to these question" 
fonned the basis for an appraiso.l of members' attitudes towo.rd tbe 
8BBOciation. 

The first section of this bulletin is devowl to s genero.l desrription 
of milk-marketing conditions and the manner m whirb ,..,.,perative 

I 811~1. di1ferena!S betwem tbe stat.1sUaIJ ~ lD UliI ~ IUId thai. ~ b, the UIli ......... ,. 
or Kentucky ant due -&0 miDar ~ i.D caltuJMAcm. IMber u.a &0 dl4erenc:w in t..fie dINL 
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milk marketing has developed in markets in the four States. This 
is followed by a more detailed diseussion of the same type pertaining 
to the Louisville market and the Falls Cities association, tracing the 
development of its program. The next sectiol!S contain an analysis 
of the three general phases of the association's work to the extent 
permitted by available data; that is: (1) The sales program, (2) labo­
ratory and service work, and (3) membership relations. This analysis 
shows the type of work done and the results achieved as measured by 
market records. The final section summarizes the attitudes of mem­
bers as indicated by their answers in the interviews, giving their 
appraisal of the various types of activity undertaken by the association. 

Cooperative Milk Marketing in Ohio, 
Indiana, Kentucky, and Tennessee 

AT THE close of 1937, 46 cooperative milk associations were active 
in the four States making up the fourth district of the FIlXm 

Credit Administration-Ohio, Indiana, Kentucky, and Tennessee. 
Half of these, or 23 associations, were organized and began to operate 
since January 1, 1933; 16 were organized before 1925, and only 7 
during the intervening period of 8 years. Reorganizations and impor­
tant changes in marketing methods have been frequent since 1932 
among many of these older milk cooperatives. 

A number o( perplexing problems have confronted the milk associa­
tions in these States. One of the most important has been to deter­
mine which marketing functions can best be performed or closely 
supervised by the cooperative and which functions should be left to 
other agencies. Lower price levels and the fact that State or Federal 
milk-control programs regulating prices and certain marketing prac­
tic"" have been in effect recently, have complicated the problems of 
both new and old associations. Frequently these questions are raised: 
"What should be the function of the milk cooperative under a control 
program?" "What services other than determination of prices should 
a forward-looking assooiation of milk producers seek to perform?" 

Functions whie.h have become important from the milk assode.­
tion's point of view include control of milk hauling, control of market­
ing surplus milk' either through plants operated by the association 
or through other channels, keeping adequate market records, and 
supervision of the butterfat testing work. Some associ&tions have 
taken over th~ producers' pay roll. This ordinarily means collection 
from the sale of milk, computation of the ne' blended price, and the 

I Surplus milt may be de81lBd &s that part of Un supply In ~oUbe requi!emen18 fOr Buid m1lk and ....... 
..~ 

• 
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distribution of individual returns to members. Witb pri .... "'yelto and 
otber conditions changing rather rapidly, and to 'some extent bcoinll 
governed more by outside forces, many 88IlOCiatiom.-in .. ludinlt U,t' 
Falls Cities Cooperative Milk Producers' AlISo";ntion in Lnuu.ville­
have greatly expanded their ~alled "sem .. ,," progralllll. Thpy 
bave given increased attention to """perative pllrrh .... inlt of IIuppliPII, 
field service, chocking of weights and butterfat tel!ts, and to quality 
problems. A few associations bave changed the baai ... type of U,eir 
organization, shifting from a strictly bargaining organization to an 
association with surplus plants, or they have gone into the milk·dia­
tributing businellS. 

The pre.sence of II. control program in the market h88 to some extcnt 
lessened the confidence of the new IlIISOciations seeking to dl'v"lnp 
definite operating methods or marketing programs. Many of th""" 
same conditions confronted the older IlIISOciatiotis in their early e"""ri. 
enee immediately arter the World War, when price levels were chonlt· 
ing rapidly and the Federal Milk Commission of the Food Admini .... 
tration was exercising some control over prices and marketing prM' 
ticea.' At any rate, the problem of developing the type of progrnm 
best suited to local conditions is still before many of these newly 
formed associations and must be met if the associations are to bpRome 
peJ:IIlanent and successful bllsinellS agents for thE'ir mpmbers. 

The problems of promulgating sound price structures, and of build· 
ing close relationships between the members and the IUISOciation, have 
never been more important than during recent yeal'S. Both have 
been exceedingly difficult with prellSure for lower prices from deal,,1'11 
and the public, and prellSure for higher prices and lower marketing 
costa from members. Changes in economic conditions which affoot 
prices take place rather quickly in the fluid-milk market, and with 
active competition in both buying and selling, the entire program of 
even the firmly established association is threatened unl_ its pric.t' 
policies are sound. 

These problems are of current importance to the IUISOciation in 
Louisville and to cooperatives in other cities in th ...... States and el",,· 
where. The operations of State milk-eontrol agencies in Ohio and 
Indiana and of Federal control programs in one or more markets ill 
each of the four States named (p. 16) have had and are having a 
signific.a.nt influence. The organization of many new· IlIISOCmtion8, 
the types of programs they have adopted, and a number of chang"" 
in methods of operation among older I1IISOCiations can be attributed 
in a large measure to the control programs in effect. Other chang"" 
can be attributed more to changing price levels Bnd busin_ condi· 
tions. At the present time most of the new associations are still in 

• KID&. Clyde L •• ..., Prloe 01 Milk.. J35 99. m... PbUedelphla, _. Bel pp. Jot-121. 
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the process of working out their marketing programs. A number 
of the older associations are also making changes, experimenting with 
new types of cooperative activity in their markets, and are operating 
along considerably different lines from those followed in 1925 to 1930 
or when they first started. 

With these recent changes and the new associations fluid milk 
cooperatives functioning in this area at the close of 1937 presented 
a varied picture from the standpoint of size and type of organization. 
In many of the cities of this district milk associations have been active 
since the World War and the associations now operating represent 
all the types found in any part of the United Stetes. Before dis­
cussing the development and the problems of these organizatinns, it 
should be helpful to describe some of the milk-marketing conditions 
found in their sales and production areas. 

Urban Population 

A marketing organization of fluid-milk producers has little oppor­
tunity to reooer real service unless there is a relatively heavY con­
centration of urban population. Otherwise, urban residents may have 
their own cows, producers very near the market may be able to supply 
all the milk needed, or the number of producers may be so small as to 
make the costs of operating an association excessive on It per capita 
basis. This is particularly true of the bargaining type of association, 
members of which deliver their milk in unproC8..'lSed form to private 
milk dealers. 

Slightly more than half of the total population in the States of 
Ohio, Indiana, Kentucky, and Tennessee in 1930 were urban residents. 
Almost 6 million of the 15 million people in these States were living 
in the 55 cities having 25,000 or more population. (See table 1.) 
More than half of the urban popuJation in the district and more than 
half of the residents of cities of 25,000 or more were in Ohio. 

TABLE i.-POPULATION OF OHIO, INDIANA, KENTUCKY, AND TENNESSEE 
IN 1930, ACCORDING TO URBAN AN!) RURAL AREAS AND ACCORDING TO 
S,ZE OF CITIES 

..... Ohio In ..... _ok. Ten ...... Total 

ClUe. of 100,000 Ol" mON. ___ • _______ • __ • ___ 1, _,801 78.5,97/1. 307,7015 ....... 4.3110.130 Cities of 26,000- to 100,000.. __________________ 1M,'" 414,,215 200.3U 2h,080 ~437.606 C1f.{es of 10,000 to 26.000. ___ • _______ • _______ 411.498 2il7.8il7 S9, 411 "''''1 81lO, "" ClttC5 of 6,(100 to UMIC)O ____ •• ______ •••• _____ 350,026 172,871 112, -1.&1 99,184 "1"".43l Other urb&n areas. __ . _____ • ________ • ______ 231,1&'1 1 ...... ... on 93,574 ....7 .. 
Total urban populatlon __ • ___ • ______ • 4,!l.fl,371 l,'m.892 m..,. ....... '1,998,821 Rural population. __ • ________ • _____ ._. _____ t, J9,326 I, «2.611 1.816,663 1,120,018 1,117,618 
Total populatloD. ______________ • ____ ......... ......... 1'2,6)01,680 2,.eli\,656 15, 116.MA 
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LOCATION OF 

PoPULATION CENT£R$ 

IN THE FOURTH 

D,STR,CT OF THE 

FARM CREDIT 

ADMINISTRATION 

1930 

• 
• 

FIGURE 1. 
In each State are Icverallarge urban districts and a number of amaller dtiel. 

Of significan .. e in milk marketing is thl' f .. ct th .. t many of the rities 
of 25,000 to 100,000 popul .. tion .. re pr .... tic .. lly suburbs of I .. rger cities 
and .. definite part of metropolit .. n distric""" There were 20 sucb 
metropolitan districts located partly or wholly in the four 8t .. l,('f! in 
1930. (See fig. 1.) Among these are .. II the 18 <'iti"" of 100,000 or 
more. They include as well 13 of the 36 cities with 25,000 to 100,000 
population, 17 of the 60 cities with 10,000 to 25,000 population, and 
.. gre .. t many sm .. ller incorporated towns. In 1930 there were 43 
separate marketa h .. ving an aggreg .. te popul .. tion of 25,000 or more, 
although in 3 of them--Chicago, Wheeling, .. nd Huntington-Ash­
iand-the bulk of the population was outaide the fourth district. 
There were also 43 separ .. te markets with between 10,000 and 25,000 
population each. For only 6 of the 46 881!Odations in the area was the 
principal market a city of less than 25,000 and for only 3 was it a city 
of less than 10,000 population. 

t Deftoed in the 1930C~uarontICUOUBu-.iD_bidi tbe populstino MOO mba«dvil divil;kJD ..... 
thaD 150 per square mll6 _d in wbicb tbecgnpl.e plpuiat.kJD II 100.000« mono 
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Production and Use of Milk 

More than 11 billion pounds of milk is produced annually on the 
farms in the four States of Ohio, Indiana, Kentucky, and Tennessee. 
In 1934 cows were milked on 830,000 of the 1,008,000 farms in these 
States" Reports to the United States Department of Agriculture for 
the years 1935 and 1936 indicate that slightly more than a third of the 
milk produced was used in one form or another on the farm where pro­
duced, leaving about 65 percent of the total as the commercial supply. 
(See table 2.) Almost half of this commercial milk was sold at whole­
sale as wbole milk, close to 40 percent of it was skimmed or separated 
on the farm and sold as butterfat in the form of cream, and the re­
mainder was sold at retail by the producer as fluid milk or fluid cream. 

Information received by the Department from processors of milk in 
these States indicates that about 65 percent of the commercial supply 
is made into various manufactured dairy products. Buttar is by far 
the most important of these products, accounting for between 45 and 
50 percent of the entire commercial supply. About 35 percent of the 
annual total commercial milk supply, or 2" billion pounds, is used as 
fluid milk or fluid cream by the people not living on the farms where 
milk is produced. About one-third of this fluid supply was purchased 
directly from the producer in 1935 and 1936. 

TABLE 2.-PRODUCTlON, DISPOSITION, AND PRODUCT USE OF MILK IN 
(nuo, INDIANA, KENTUCKY, AND TENNESSEE, 1935 AND 1936 

Item I ... ,''' 
MUlion MiUiOll ...... poundl 

n.l2:i 11,117 

... ,.. 
1,64,1 I .... 
I .... 1.818 

3.141 ...,. 
128 ." .... , am ..... .. ... 

7.'" 7 .... 

..... .. :m .. , m ... ... 
Product UJe or oommerclal supply: Butw 4. ________ • ______________ • _________________ ~ __________________________ _ 

Evaporated or condensed milt. _____ ,_"~~ _____ " ___ , __ ~_, __ , _______ ~ ____ ~ •. , 
Cbeesc. ______ . __________________ ., ______ ~_, __ • ______ , __ • ____ .. _________ ~ ___ _ 
Ice ~ ____ "~ ____ ._." ___ . __ . ~ __ • _________ • _______________ A' _______________ _ 

2M '1& ,. .. ..... ..... Dry milk prodnots, -, -- ____ .• -- ____ -' --- --- --- ---------- ----------, -- _ -, -- __ 1-_:-:::+_--:-= 
Total manufact.uredproduntB ____________________________ ' _________________ !==;;,;;~=~;;;; 

Fluid milk or ftuld cream ______ .. ________________ ,, _______________________ _ ..... < ..... 

Souroe of data: U _ S. Depert.nm1t of Agriculture, Bureau of Agrlcaltural EODDOmks. mhl:180,raphe4 
releases: .Milk Equivalent of Production Of Manulactw'ed Dairy l"rodUCti. 1936; and Milt Productkm 
UtillaaUnn La the Uoited States. liSt, 19M, and 193e. 

I U. 8. ~t Qr OolDB*'Ot, B\U1R ollht Census. ee.nsu. of Apkuiwre, li36. T. I. table 10. 
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It is significant that with only one or two "x""'ptiolll! th"m am 1\ 

number of cream!'ri ... or condenserit>8 close to or in the ~"PI)ly areM 
for the larger fluid-milk markets. (See figs. 1 and 2.) This implies 
that prices for manufacturing milk are a competitive element in mOlit 
city markets. 

Development of Cooperative Milk Marketing 

The first efforts in cooperative milk marketing in thMe 8ta"'" 
centered in northeastern Ohio and came oofore 1900. Before the turn 
of the century there had been two 888Ociations in Clev"land and two 
associations in Pittsburgh. Both of those in· Pit .... hurgh inducll'd 
88Stern Ohio producers. There were also three """""iatiolll! in ('hicllfto 
before 1900; each of which probably included Indiana produl'e .... ship­
ping to that market. These early associatiollB; however, have long 
since gone out of business. 

LOCATION OF 

PLANTS FOR 

MANUFACTURING 

BUTTER,CHEESE, l;j~i!~~~~~~~~~~~~~j!~ AND CoNCENTRATE!) 

MILK PRO!)UCTS 

1M THE FOURTH 

DISTRICT OF THE 

FARM CREDIT 

ADMINISTRATION 

1936 

• c,,~ •• pl.",. 

o Butt.,. "I.nt • 
• Concetrl,..ted 

milipl.n'h 

F,GURE 2. 

More than 700 .,lanb producing manufactured dairy prodUCtl are toc.trd in thne 4 Statu. 
~1any of t~ planu are adjacent to city milk markets. 

7 M-et .... R., ~ve MarkeUDIolFluid MJ.Ik. V. 8. Dept, All. Ta. BuD. In. t1 lIP .. ilJaa.ltIII. 
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The organizo.tion periods for the 46 associo.tions currently active in 
these Sto.tes were as follows: 

Organization period: ~~ 1915-19____________________________________________ 4 
1920-24____________________________________________ 12 
1925-29____________________________________________ 5 
1920-34____________________________________________ 20 
After 1934__________________________________________ 5 

1rouu ____________________________________________ 46 

Four associations in Ohio were organized before 1920. During the 
next 5 years, many of the leaders of the early attempts at organization 
of fluid-milk producers were identified with the cooperative movement 
and 12 new associations were organized on a definite basis. Of this 
group, 8 were in Ohio and 4 in Indiana. 

There was little organization activity in the late 1920's, but between 
1930 and 1935, under the impetus of lower prices and control programs, 
there was greatly renewed interest in organization. Twenty of the 
present associations were formed during this period. Five others have 
been organized since January I, 1935. 

Altogether, ·of the 46 active milk associations with headquarters in 
the area at the end 0(1937, only 16 had as much as 10 years' operating 
experience. Seven others had between 5 and 10 years' operating 
experience, and 23 had been in operation less than 5 years. 

At least 10 other milk associations in the area were in questionable 
status as· active organizations. Most of them were in Ohio and 
represented groups formed between 1933 and 1935 under State milk 
control. They have found it difficult to hold their sales outiets, keep 
their members, and provide adequate finances for a marketing program 
since the control law expired.' 

Lack of complete information prevents any definite analysis of the 
extent to which previously organized milk cooperatives in any of 
these States may have been unsuccessful and so have gone out of 
business. In Ohio, where there were 25 definitely active associations 
at the end of 1937, available information indicates that at least 30 
other milk associations were active at some time. In Indiana, where 
14 milk associations were active at the end of 1937, there is some 

. record of II.t least 5 others. There were 4 active associations in 
Kentucky in 1937 and indications of 2 others in previous years; and 
in Tennessee, where 3 associations were operating, there had been 
some form of organization in 4 or 5 other ma.rkets. Where definite 
information is available as to the causes of failure, it appears that 
either laek of proper financing or no real need for a milk association 
was the principal factor. ' 

• The Ohio milk colltroll&w was in eft'ect from JUDe 22. 1133, to July I, 1936 (sees. 1(81)-1923. Ohio Code). 
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Types of Milk Associations in the Area 

Cooperative milk-marketing IIS8Ociatiotul usually have been r1_i­
lied in three groups: Strictly bargaining, ba'l!aining and lIurphlll­
handling, and milk-diBtributing &ssOCiations. Developmt'ntll in th" 
last few years have added a fourth type, between the first tWD-&IIIIO­
ciations which take title to the milk and make returns to produ~I'8, 
but still do not operate any plant facilities. Also in recent yoo"" 
cooperative creameries hav" become importsnt in the fluid-milk 
industry in many marketll through selling bottled milk and rrPalO in 
their own dairy stores, from retail wagons, and to oth .. r milk d .... I .. '" 
or stores. There are examples oC each of these five types of operation 
in the Cour States under study. (See fig. 3.) The number of eacb 
type in each State is shown in tsble 3, togeth .. r with tht' numoor of 
associations with headquarters and prinripalmarketll ou18id .. the 
district which operate in each of the States. 

LOCATIOII OF THE 
HEADQUARTERS FOR 

VARIOUS TYPES OF 

MIL.1e COOPERATIVES 
III THE FOURTH 

DISTRICT OF THE 
. FARM CREDIT 

ADMINISTRATION. 

DECEMBER 1937 

COOPERATIVE 
MILK'MARKETIIiG 

ASSOCIATIONS 

• a.,...,nin6 onlY 
o Surp/u. pl.nf 

FlGUIlE 3. 
Milk cooperativea an: usually found in tbe larger cities. (See fig. 1.) ~ than ball 01 the 

cooperatives in thil diatrict were in Ohio .. here urbaa populatioo .. heaviaL 
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TABLE 3.-NuMBER OF ACTIVE COOPERATIVE AsSOCIATIONS OF EACH 
TYPE MARKETING MILK IN THE FOURTH FARM CREDIT DISTRICT, 

DECEMBER 1937 

Type of cooperative m.Uk 8$5Oclation 

Wltb headQUer't.lm; in the district: Strictly bargaining. _ ._._. ____ • _____________ _ 
BaTgaining with title and pay roll __________ • 
Bargaining witb surplus plants ______ .• ___ • __ 
Distributing milk. _. _________ • _____________ _ 
Cnmmerles tnlU'keting nuid mllk •• _. _______ _ 

Wltb he&dquarters outside the distrlct: __________ _ 

18 7 4: 1 1 2 ____________ 1 
f __________ • _____ ".____ 1 
2 5 ___ .a. ______ ".". _______ _ 

i ~ ==~=========L ________ ~_ 

Total 

'" • • 1 • • 
Source or data: SUrvey of agricultural cooperatln associations in the United StatM in 1936 by the Coop­

erative Dlvlsion. Farm CAldlt Administration; supplemected by data obtained by the autbors dln!ctly. 

I t should be emphasized that the lines of distinction between these 
different types of milk associations cannot be hard and fast and are 
apt to be confusing if used in a rigid sense. The Miami Valley Coop­
erative Milk Producers Association, for example, engages in milk dis­
tribution in Troy and Greenville, Ohio; bargains and operates a butter 
plant in Dayton; snd bargains in Springfield. It takes title to all 
the milk and distributes the returns to producers in all these markets. 
It is classified here as of the "title and pay roll" type. 

- Strictly Bargaining Associations 

Almost two-thirds of the milk associations in these four States, 
including the Falls Cities association in Louisville, were of the strictly 
bargaining type. As a rule such associations do not take title to the 
milk, do not collect for its sale, own rew if any fixed assets, and do not 
operate any facilities for handling milk. As far as the actual sales 
process is concerned. the strictly bargaining association operates much 
the same as a broker in arranging the terms and conditions of sale 
between two other parties. Many of these associations, however, 
exercise control or supervision over a number of the other marketing 
processes. 

Among the 30 bargaining associa,tions in this district, the types of 
marketing programs range a.ll the way from the limited program of a 
small association of 165 members with no office and its entire program 
financed by a fee of $1 per year per member, to the broad prograInS 
of others with over 1,000 members and relatively full control over 
such phases of the market as testing, hauling, advertising, auditing, 
field work, quality, and cooperative purchasing. The latter group, of 
which the Falls Cities association in Louisville is typical, often have a 
salaried personnel of 5 to 10, maintain an office and laboratory facili­
ties, take complete charge of sampling and testing for butterfat, COD­

trol milk hauling through contracts with the haulers, audit the dealers' 
sales records aud calculate pool prices each pay period, and render a 
variety of special services to memhers. These associations usually 
operate on a commission or check-off of 2 to 4 cents per 100 pounds of 

14278i~--SO-----2 
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milk, and in a numb .. r of <'/I.Sl'8 have a<'l'umulatl'd eash J'tl8t\rvM .·hil'h 
permit them to guarantee milk payments and .render emerge" .. y 
services of various kinds. The vari .. ty of servi .. "" to membol'll by 
strictly bargaining associations is steadily widening. 

Bargaining Associations Which Talu Titl~ to Milk and 
Distribuu R~turns to Produurs 

Four of the milk associations in these four States were somewhat 
removed from the strictly bargaining claM and yet did not own nor 
operatl' facilities for receiving, handling, or processing surplW! milk. 
They were in Knoxville, Tenn.; Indianapolis, Ind.; and Dllyton and 
Cleveland, Ohio. The removal of these assoriations from the atri .. lI,. 
bargaining class involves, first, the fa .. t that in t1",ir markllting Ilg"" ...... 

men til with members they take full title to the milk. In nth .. r bar­
gaining associations, the agreement is u811ally an agency eontr..-t. 
Seeond, these associations having sold the milk distribute the ""tum. 
to the producers. That is, having full title to the milk. th"y sell the 
milk to dealers instead of having the producers sell at terma arranged 
by the association. The association then collects for the milk, 
calculates the pool prices. and prepares checks for produ{'el'll. 

The marketing agreements which give the asaociation full title to the 
milk also usulllly give the association relatively broad powel'll with 
reference to marketing channels or methods. In this way. it hu 
potentially greater control over the marketing of Burplu.. In the 1'811(\ 

of the Indianapolis Dairymen's Cooperative, for example, the aMOci&­

tion is able to market all its surplus milk en tirely independent of the 
city milk dealers--an arrangement which apparently help" to arrive 
at a satisfactory price for surplua milk and an equitable distribution 
of the surplus burden. 

Milk associations which make returns to producers appear to have 
definite advantages in solving such problems as equitable pooling, 
keeping adequate records, infonning the membership, and cooperative 
purchasing of supplies. At the same time, however. the reoponsibilitieo 
of the association are increased. More clerical work must be done. 
The dealers often are reluctant to give lip contact with produoors. 
The association must 8SSume a number of credit risks. 

Nevertheless, when the association colloots from all dealers and pay. 
the producers, it is evident that tbere will be lees administrative diffi­
culty in operating a market pool or a base and BurplllB plan, or in 
c<>ntrolling the distribution of sal .. s returns in any other way. At the 
same time, the association would be sure to have available IItatistical 
inronnation on receipts, cl8SS sales, and other subj ..... ts to be used .. 
the basis for analysis of market conditions.' Membership relations are 

'Stith. T. G.,ad Welden. Wm. r .• Eeonoode Analpkof BvpinJq ProbIemII of 1I11t C~ftIt 
F. C. A. Clro. C-tot., M pp. WUII. 1m. 
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affected by the fact that when the pay check comes from the associa­
tion, producers tend to think of the association Il8their marketing 
outlet, to attach less importance to choice of dealer, and also to visit 
the association office more often. In the purchasing programs which 
many niilk marketing associations are undertaking, credit extension 
and collection are simplified when the Il8sociation hll8 charge of 
distributing the sales returns. ' 

Bargaining Associations Which Manufactur~ Surplus Milk 

Five of the forty-six milk associations bargained with proprietary 
milk dealers for the sale of milk for fluid purposes but disposed of the 
surplus by processing it into butter and other products in their own 
plants. Four of these were located in relatively small cities in north­
eastern Ohio and sold their fluid milk in Cleveland; the other WIl8 in 
Chattanooga, Tenn. 

In method of operation, type of contract, and other respects, these 
cooperatives are not greatly different from the bargaining associations 
that take title. to the milk and handle the payments to producers. 
The financial requirements are somewhat larger because large invest­
ments in plant and equipment are required. The association which 
owns a surplus plant also faces the problem of developing efficient 
plant operations. Formal class pricing and the need for auditing 
dealers' sales records are often dispensed with in the surplus-handling 
association by the practice of salling milk for fluid milk and ftuid cream 
at the same price, or by charging dealers one price for all whole milk 
sold to them. In the surplus-plant Il8SOciation, the cooperative almost 
always handles payments to producers, has a fairly high degree of 
control of hauling, testing, and other functions, and generally assumes 
more of the responsibilities involved in the marketing process. 

Milk Distributing Associations 

Representing the most complete stage in cooperative control of 
milk marketing are those associations which perform all the marketing 
functions in the distribution of milk from the farm to the consumer. 
There were 7 milk-distributing associations operating in these States 
in December 1937. Two were in large Ohio markets-Cleveland and 
Cincinnati-and 5 were in Indiana markets-Richmond, Muncie. 
South Bend, Fort Wayne, and Crawfordsville. One of these owned 
and operated a subsidiary distributing corporation in Louisville, and 
also one of the "title and pay roll" bargaining Il8SOciations was engaged 
in . retail distribution in two small markets in its supply area. ,In 
addition, there were at lell8t 6 cooperative creamery organizations in 
the area, each distributing pillk in one or more. small markets, either 
through stores or retail delivery wagons. Altogether, therefore, milk 
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was being distributed either at retail or whol .... al .. hy dairy roo(>l'rativ .... 
in more than 30 markets in the area, about 20 of th_ bring omall 
markets served by a cooperative creamery. 

The operation of a milk-distributiog &fI!IO<.'iation is • oomplex and 
highly skilled buamesa. Relatively heavy investments are required. 
Plant operations, sales methods, alld other ph ........ of the bU8in_ mu"l 
be modern and efficient if the association is to be 8u ........... flll. Membrr­
ship relations are particularly important be .. auto(' .. apital "olltrihuliono 
from producers are necessary and regular quantitiel! of milk are need ... I. 
Distributing associations in th ...... States have not always bPl'n .11 .......... -

ful, and many of them have had serious financial and managerial 
difficulties. 

Scope and Methods of Operation 

~ On the basis of reports received by the Cooperative R_reh and 
Service Division from most of these associations for the y .... r 1936, 
it is estimated that approximately 33,000 producers in th~ .. SratAlll 
were members of II. cooperative milk association. The voillme of milk 
marketed was close to 1,550,000,000 pounds, with a vllille to farmprtl 
delivered at city plants of approximately $3I,5nO,OOO, or d.- to $2 
per 100 pounds. These data are shown by types of llMO('iationA in 
table 4. Included in the totals are estimates for the BMOl'iatioM in 
Chicago and Pittsburgh of the number of members and the volume 
and value of milk received from these members in Indillna and Ohio 
respectively. It was decided nol to attempt an estimate of this type, 
for the creameries selling milk, although the total volume of Huid milk 
sold by aU of them was probably less than 10 million pounds in 1936. 

According to the data in table I, close to 2,600,000,000 pounds of 
milk was used 11.8 fluid milk and fluid Cfe-llm in 1936 by the urban 
residents of the fourth Farm Credit district. About 800,000,000 
pounds WII.8 retailed by producers, leaving 1,800,000,000 pounds u the 
approximate quantity sold by producers at whoh",ale. The active 
members of these cooperatives sold 1,550,000,000 pounds but prohably 
only about 1,000,000,000 pounds of this was used as fluid milk and 
fluid cream. The remainder consisted of seasonal and daily Burpl"" 
and was converted into butter, ice cream, and other products. On 
this basis, therefore, approximately 55 percent of the fluid milk and 
fluid cream consumed in the four States in 1936, exclusive of that 
retailed by producers, WII.8 marketed cooperatively. 

The range in membership among the 46 associatiofUl in the ares wu 
from 41 to 2,300 active members, with the average alightly below 700. 
In volume of milk receipts the range was from lese than 1 million to 
more than 100 million pounds, and in value of 88.les the range WII.8 from 
less than $30,000 to over $2,000,000 for the year. In the 4 States 18 
milk associations each .handled milk with a total sales value of more 
than $500,000. 
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As eompared with value of sales, the operating expenses of most of 
the milk associations were exceedingly low. Total operating expenses 
for the 46 associations in 1936 amounted to only $2,442,800. Of this 
amount, only $290,000 was accounted for by tbe 34 associations with­
out plants-an average of less than $10,000 per association. The 
expenses in these associations were paid out of income from "broker­
ages" or "check-offs" levied against each 100 pounds of milk marketed. 
Associations that distribute milk or manufacture the surplus may de­
rive part of their income from such brokerage charges, but more often 
they dedu",t the expenses from gross sales receipts and pay the balance 
to producers. The rates of check-off for 29 bargaining associations 
without surplus plants are shown in the following tabulation: 

Numbff 01 
Rate per 100 pounds: ",od4.Uo", 1 cent ______ . ______________________________ • __ _ _ _ ____ 5 

2cent&_____________________________________________ 5 
8 cents. _________ .__ _ _ _______ _ ______ _ _____ ____ _ _ __ __ 5 
3~ cents____________________________________________ 4 
4eents_____________________________________________ 5 
Scents_____________________________________________ 1 
6centS_____________________________________________ 1 
] percent of value____________________________________ 2 
2 percent of value ______ .____________________________ 1 

For all associations of each type in the district, total operating 
expenses in 1936 averaged 2.6 cents per 100 pounds for strictly bar­
gaining associations, 3.7 cents for bargaining associations which took 
title and distributed producers' returns, 19.4 cents for surplus-han­
dling associations, and 123.2 cents for those in milk distribution. 
These figures apply to all milk handled and not merely to surplus 
milk in the case of surplus-handling associations or to fluid milk in 
the case of the distributing associations. 

TABLE 4.-EsTIMATED NUVBER OF ACTIVE MEMBERS OF CoOPERATIVE 
MILK ASSOCIATIONS~ WITH VOLUME AND SALES VALUE OF MILK 
MARKETED, FOURTH DISTRICT OF THE FARM CREDIT ADMINISTRATION, 
1936 

Type af milk 8SS00laUon Aetlve menl- MUk delivered '-va"'" 
be" f. o. b. city 1 

Hcadquart6nl in thu district: Num"" PoD"'" SulcHy bDrgalnlof."'" _ •• ____________ 0_·. _______ • _____ ' ..... SS6,. 316, 010 $11,812, 982 Bargaining with t tIe and I:Y 1011-. __________________ ..... 160,. 875, 780 3,501.'121 
B~ain1nR with surplll6 p anL. ___ • _______ • _______ • ____ 1,312 67,921., 750 1,490,201 Mil dist.ribution ...... _ ... ____ . _____ • _______ • __________ 3. ... un, 323, 676 S. 081., 1M: ReR.dquaH&l'S outskle dL'ltriot , ____________________________ ..... 280,. 000, 000 ~600,OOO 

TotaL. __ • _______ •• ". _______ .". _________ • ________ • ____ 
83,'06 1, M6,. 437, 115 3l. 486, 662 

1 Value &0 produoon f. 0, b, otty planb; that I!. dellvered at the plant with no allowance made for denvery .. .,. ... 
t Number 01 nmmbara in the dtstrlot and T<l1tlJll* and value of milk reoolved from them. ,blah doea DOt 

Include the IiOIal membeJship of tboao out&d& associations. 

Sourceotdata: Sut\~y Ofatrriruitural cooperative associations in the United States in 1&. by the Ooopera­
Uve DlvtsioD, Farm Credit Administration. 
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TABLE S.-AVERAGE AMOUNT AND NATURB OF ~:XPENDIT"RU BY 2 
SELECTED MILl( AsSOCIATIONS OF EACH TYPE, 1936 

TyPl!' Of 1WIi1rii.1ion Rnrf:."w.n_ 1_ im pOlll'llii or 
ml1lt~h'NI 

Natureofupadlturl ((trlctl,. nnf"l'!iinln. r-=jllll'Pln1n-.. ~ -t.UU-1 
barDlnlnc wUh title .Uh IlUrpt., I1l~l"-

--------------�-..;C<~.,.-"-I-... ~,I:;:u!f!!~ - ~,;:/--- ~l~I:~ 
MAnapmmland dlrectfou ___________________ .•.• __ o. fn 0." t. M " fa 
OffiN _______ .. __ •.. ___ .. ______ • ____ •••• __ •••• __ •• __ .77 ,W I. til 7.0 
Tf'!!tUng Dnd ~hor&tory_ ................... ___ • _. .•• . r1 1..M (') (I') 
Mem~hip relaUonI. ____ .. _______ .. _____ • ____ ~ •. _ . '¥1 • M 1. 00 1.11 
Advml!'linl{ •. " _ . _____________ • __ • _+. _ ... _._ ... ____ . . 13 • 77 ,('11 2. n 
Audltln~ and 1_ feel ••• ____ .• __ • __ •• _ ••• __ ._. ____ .17 .13 ,Oft .fli 
B&rla.ccounuL_ ••••• _ •••• ___________ • ___ • __ .••.•••. .11 .1" 1.1/\ ,M 
D~ and dtmatlom .• _________ • _____ ._ .. __ .• _...... ,12 .0;: • HI .1. 
PllmtandMl .............. ____ ._ ••• _. __ ..... ______ . ___ .... _... ............. A.71 M M 
Mbcellaneoua._ •• __ .... ______ • ___ • ___ .. __ ... ____ ... .04 .13 .20 ,III 

TotsL ...... _ .... ____ ... _.. 1.04, 1\"'. In "1. 74_11 

1 ThlB type of aaocIatlon may bave plaut aDd al. upeosa; onl, aD a amaJl ~ol«tkm or Itt t.ocaI 
volume. 

J EJ:p&:rUIflI 011 Buld mUll: An much hip_ thaD t;hl&, but. tu aV1lhP fllowtNd t.broqb tIM baadllnl 01 
.urpllL' mUk. 

, Included 10 plaDt aad taIeIINpe!JIeI. 

Source of data: Flnandal statement.a of \be UIIOCIaUoDa. 

For selected 8S8ociatioIlll of each type, data in table 5 show the 
division of expenses among the different phases of their operation •. 
These figures are not clearly representative of the varioull typee in 
each case but indicate roughly the variatioIlll between types and the 
importance of different functions performed. 

In each type of association there are wide variations from th ...... 
averages, and it is misleading to infer that figures of this chara('ter 
for any association are typical. A strictly bargaining a8S0ciation, for 
example, may spend nothing or as much &II 1 cent per 100 pounds for 
advertising, from 0 to 1 or 2 cente for testing and laboratory work, 
and very little or a great deal on maintaining an office, keeping 
records, and membership work. A cooperative engaged in milk 
distribution might have only 15 to 20 percent surplus over fluid 
sales or &II much as 60 to 75 percent 8urplUJJ, and &II a result the 
average expense might range from $2.50 to less than 75 centll per 
100 pounds of milk received. 

Public Control of Milk Marketing 

Since about 1933, as indicated above, both State and Federal milk 
control agencies have had an important infiuenoo on cooperative 
milk associatioIlll. Of the 46 associations in these four States, 15 
were operating in markete where control programs were in effect at 
the end of 1937, as follows: 

Numbn.,­............ 
Federal control only _________________ . __________________ . 2 
State control only ___________ ~._. ___________ . ____ • __ .____ 9 
Federal and State controL _______ . __ .. __ . __ ._.____________ 4 
No controL _______________________ . ___________ • ___ • ____ 31 

To~____________________________________________ 46 
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In addition, all except 4 of the associations not operating in regu­
lated markets had operated in connection with either State or Fed­
eral control or both at some time since 1933, and 4 of the 31 without 
control at the end of 1937 have heen in process of being placed under 
Federal control since January 1, 1938. Altogether, then, only 4 of 
the 46 associations have had no operating experience with either a 
State or a Federal control agency. State control has heen applied 
almost universally in Ohio and Indiana and Federal control over 2 
of the 4 associations in Kentucky and 2 of the 3 in Tennessee. 

Development of Cooperative Milk 
Marketing in Louisville 

T HERE are two milk associations in the Louisville market; the 
major cooperative has operated continuously since March 1931. 

A Federal control program has heen in effect since June 1934. The 
major association is of the strictly bargaining type, as are almost 
two-thirds of the milk associations in the area covered by the study. 
Its program, hawever, has heen fairly broad from the outset, and in 
a numher of its lines of activity, the Falls Cities association has been· 
outstandingly successful. 

Market and Supply Area 

Metropolitan Louisville had a population of 404,396 in 1930. This 
included Louisville proper with 307,745, and a number of smaller 
cities and civil divisions--chiefly New Albany and Jeffersonville, 
Ind.-with an aggregate population of close to 100,000. The latter 
cities are just across the Ohio River from Louisville and form an 
integral part of the milk sales area. 

The milk supply of this market area is handled by approximately 
30 dealers who purchase milk from producers and pasteurize it, and 
by 50 to 60 producer-distrihutors who sell raw milk. Ahout 2.5 
percent of the milk is handled by producer-distrihutors and 97.5 
percent by the other dealers. The dealers who pasteurize include 
one corporation owned by a milk cooperative in Ohio," and one cor­
poration owned hy National Dairies, Inc., of New York. The 
largest dealer who pasteurizes handles about 30 percent of the fluid­
milk business in the city, and the 6 largest dealers handle about 
65 percent of the milk. 

A characteristic of the retail trade in fluid milk and fluid cream is 
that approximately 70 percent of the volume is sold to consumers 
throngh grocery stores, hotels, and restaurants. This is a very high 
proportion as compared with other markets, and together with the 

troTIle CIOOpetatJ'HI in Ohio.old its LoullSvWe busi~ lIlI'iy In 1m. 
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fat't that health l"E'gulatiollll ",qui", "dat .. d" rap~ on botll .... and limit 
the elapsed time IM-t .... een TI'("eipt and .ale, h .... a silCDilicant .. lIrrt on 
the weekly surplus problem. ltet'eipts on }o'riday mll5t 1M- f .. irly 
heavy to take care of the extra demand 00 Saturday for ... .,.,k-end 
oonsumption. 

The graded-milk slIpply for this mark .. t .. mounts to .. lillhtly nUl'" 
than 100 millioo pounds per year. It (\om ... from ahout 1,350 fnml~ 
located in Kentucky and Indiana, and the Rllpply area I':<wnd ..... 
far as 50 miles from the city of Louis,·ilIe. (Re .. ~. 4.) Th .. milk 
of all except about 50 of th .. ae producers iR d .. lh· .. red by trurk~ di­
Tl'Ctly (rom the (arm to dealers' city plants; the milk frnm th .. 50 
producers is tru("ked first to a 8mall r .. r .. iving stution o,wrawd by a 
large d .. aler on the outer edge of the milkshed. 

Each o( the farms supplying graded milk to Louisville iB und ... 
inspection by the milk division of the city h .. alth d"partml'nt whirh 
enforces the United States public health standard ordinan(·e. Wh .. n 
this ordinance was introduced in 1931, there Wl'''' cloMe to 2,500 
active shippers in the market, aversging about 100 pound. per day. 
Only about half of them made the changes in stahles aod equipmt'nt 
required of grade B milk shippers, but average shipments increased 
to more than 200 pounds per day. The forml'r averHge of 100 pound" 
per day is sinulnr to that of producers shipping to most of the otlu.r 
markets in these 4 States. 

OUTER LIMITS 

OF THE 

LOUISVILLE 

MILK-SUPPLY 

AREA 

1937 

FIGURE 4. 
Ten countic! in Kentucky and &is: in southern Indiana are inchuled in tM Louiavitle 

milkohcd. 
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TABLE 6.-ApPROXIMATE ANNUAL PRODUCTION AND DISPOSITION OF 

"'hLK. IN THE LOUISVILLE MILKSHED, BY STATES 

Estimated quantity utilized Perl!'8Dtag$ of total production 

Disposition 
Kon· Ken-

tuckyl Indisna l To'" tuckyl indiana' T .... 

f,IXJfJ IlJOO I,(XX) ....... ....... ... .... - """'" --Soh'! as ~dt! B milk in LolllsviUo ________ IT,700 22,300 100,000 33-, 17.6 "'.7 Other W ole milk mle!L .. ____ ._. __ •••• ___ 31, QOO ' ..... .7,300 ,3.0 12.1 1"-1 
~Id lIS hnttcrfat in croom ..... _." ___ • ____ . 60,600 6~"'" 1'23,400 "'-, .... a4.2 Used on the WtJL. _________ ". ___________ . ",,700 26,300 .. , .... 27. , .... 25.0 

Total productlon ________ •• ____ ••• __ • ....... '26, "'" ,,",700 100 .• 100.0 100.. 

t Includes Bullitt, Hardin, Henry, letTerson. Meade. Nelson, Oldham. Shelby. Spencer, and Trimble 
Counties. 

I Includ. Clark. Floyd, Harrlson, Jellerson, Scott, and Washington Counties. 

SDUrca 01 data: Estlmats bft.."IlIJd on data from U _ S. Department or Commert'&, Bureau of the Cenaus, 
Census of Agriculture. 1&30 and 19M; data on sour-ces or receipts from th& market administre.tor. 

The Louisville milkshed lies largely in the hluegrass region of the 
Ohio Vslley, a high-grade fanning section. Important fa.rm enter­
prises other than dairying include producing tobacco, smsll grains, and 
truck crops anQ. raising cattle, hogs, sheep, and other livestock. In 
many parts of the area burley tobacco and various livestock products 
rival milk as a source of cash income for fa.rmers, 

Types of dairy farming other than grade B milk production are also 
important in parts of the area, Estimat~ hased on census data for 
1929 and 1934 indicate that Louisville's grade B milk receipts repre­
sent only about 28 percent of the total quantity of milk produced in 
the 16 counties in the milkshed, and only about 37 percent of the milk 
in the area which enters conunercial channels, (See tahle 6,) Sales of 
milk in the form of cream as butterfat are about 25 percent greater 
than the total volume of grade B milk sales; and sales by farmers of 
whole milk to condenseries or cheese factories, or to consumers outside 
the city are almost half as great as the receipts of grade B milk in 
Louisville, (See tahle 6,) . 

As shown in tahle 7,. there are a number of manufacturing milk 
plants of one kind or another in the supply area for the Louisville 
market, Not only do many of the fluid-milk dealers in the market 
purchase ungraded milk and cream and manufacture a considerable 
volume of ice cream, butter, evaporated milk, and other products, hut 
there are also 3 hu tter plants and 2 condenseries in the sales area, 
There are 16 other dairy plants in the milkshed aud 18 dairy plants in 
coun ties closely adjacent to the outer limits of the milkshed, The 
supply areas for the latter group of plants undoubtedly overlap the 
Louisville milkshed to some extent, 

A relatively strong competitive element is introduced into the pri'ce 
structure for grade B milk in Louisville because of these conditions, 
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TABLE 7.-NuMBEII OF MILII PLANTS 0 .. VAIIIOU8 TYPES IN THE AI.ItA 
AROUND loUISVILLE, K Y., 193~ 

Num .. of p.nbl local*' ift-

Ml1btHwt 
muftI ... • 

Fluitlmllksadtl'mm. ______ ._._. ___________ •..... It 1 9: MJ 
8utl«. ______ . ___________________ .. ________ .. _____ J ft 6 11 
{''heeqo _____ • ___ ..••. ___ ....... ___ •. ___ ..•..... __ . 0 1 I • 
C~n&ntMmUJL- .. ______ . _______ . ______ ._ ... _ - 2 i-----.~----'.-l-----. 

TG&IIl __ .. _____ • _______________ ._. ______ .... 3It Ie 1& 71 

------------'-----------------'------
J Indfcate only tM prindf)fll dslry pmdurtll tum.-t1M or manulftctul'f'd. \lAny n' thfo nllitt mn. ptanl", 

for Gumpk!, al"o make lee n'lRm. butter, oIlereM, and oondensed or .VRpoI'RtetJ mUir; anti U,. Mme lit true 
ror the Illher' types of planu. 

'J"aenJOn County. Ky., lind ClMk and Floyd {'ouan., Ind • 
• Other MUDtle In tbe mU,"bed. 888 table 6 rootnote. 
'Inclnd8!l Ct'IIwford, Jacbou, Jennlnp, LaWt'8rtcB. antt Oranl'!l rmntleR in tnt1l&na; lind Abl1iM'MD. 

Breckenridge, Carroll. FranklLn. I.arut. and WMhlnjEton Countieliin Kentll""" 

8oon!e of data: Who's Who In the Butter. C ..... ad Milk ladUlkiw. IfIM. A~ Creamll'J ud 
Poultry ProdUOII Review. v. 83: 13, Me. 2. -

The direct influence 01 this 170 million pounds 01 milk in the ama 
moving regularly into manufactured dairy prod ucla, upon the pri .. ,e 

levels lor the 100 million pounds of grade B milk ill tempered hy the 
requiremenla oC the health ordinance, but it remains B8 probably the 
most important price-making Coree. 

Falls Cities Cooperative Milk Producers' Association 

The mo.jor cooper&tive in the Louillville milk market is the F&II" 
Cities Cooper&tive Milk Producers' A8!!OCiation. It includes in ita 
membership about 1,000 of the 1,300 active shippers (excluding pro­
dueer-distributors). It was organized in 1929, int'nrpornted in 1930, 
&nd began oper&ting in March 1931. The only previous orl(sni7.&tion 
of milk producers in the m&rket W&8 known B8 Kentucky &nd Indiana 
Dairies, a rel&tively small org&nization for distributing milk, organi?.ed 
shortlyaCter 1920 and t&ken over about 3 years I&ter by a milk IIMO­

dation in Cincinn&ti, Ohio. Prelimin&ry educational work in the 
Cormation of the Falls Cities lISSOCiation was done by local fann 
leaders assisted by the State extension service, staff members of the 
University of Kentucky, and the Federal Fann Bo ..... d. 

The organization work was begun in March 1929 with B ""ri"" of 
Canner meetings c&lIed by represent&tivll8 of the Kentucky Fann 
Bureau Feder&tion, the county agricultural agenla, and some of the 
farm leaders interested in dairying. A number of the dairymen 
interested in the RSSOCiation during this form.ative period are still 
active &8 officers and directors.lO Although the new 8II8OCiatinn had 
no official connection with the earlier distributing conperntive, & few 
of the leaders were prominently identified with both organiz&tion ... 
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The fact that almost 2 years elapsed between orgo.nization and 
effective operation of the association was due, in part, to the oppo­
sition of milk dealers in the market. The dealers refused to recogniae 
the association as a representative of producers in the area until 70 
percent of the active shippers had signed association marketing agree­
mente. Several meetings were held in 1930, and the first election of 
officers was held in July of that year. In September 1930, a check of 
the milk dealers' records showed that the percentage of the producers 
belonging to the association was not high enough. In November 
1930, a reduction in price stimulated new interest. Several associa­
tion managers from other markete addressed meetings of producers 
.. nd the resulte of the accompanying campaign for members gave the 
new association ite required 70 percent of the ma.rket. 

The first annual meeting of the Falls Cities Cooperative Milk 
Producers' Asscciation was held in February 1931, and the following 
month the association began to operate on a definite basis. All the 
statistical records begin in May 1931 with the first report of the 
auditors on receipte from producers and dealers' sa.les by classes. 

Reasons for Organizing 

Before the association was formed conditions in the Louisville 
market were so unsatisfactory to producers that sentiment aroae for 
an organization to represent them in the market. According to pro­
ducers and association officials, the dissatisfaction centered around 
the degree of control exercised by dealers over practically an the 
marketing functions. 

According to producers who were shipping to the market during 
this early period (table 31) dealers refused to buy the milk of some 
producers, particularly in the flush season, or bought their milk at 
surplus-milk or butter prices. Considerable quantities of milk were 
returned or refused during the flush period because of bad odor or 
Bavor. Producers felt that the dealers never paid a price high enough 
to bring an adequate supply into the market during the short period, 
because they could get milk from the outside to cover shortages. Thus, 
they were .. ble to reduce the price to extremely low levels during the 
Bush season. 

'The la!"g6l" dealers, except in periods of extreme shortages, bought 
milk from producers on what was called a "70-30" plan. Under this 
plan the dealers paid producers one price, such as $2 per 100 pounds, 
for 70 percent of their deliveries; and paid surplus prices, such Ill! 

$1.25 per 100 pounds, for the other 30 percent. A number of the 
dealers paid 2 cents per gallon or more above the prevailing market 
price to selected producers because of the volume shipped, quality ;'1 
the milk, or other reasons. A small group of producers, graded as A 
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by the State Health Department, rereived a still hi~h .. r prir... A 
produ .. er who shipped Ie .... than SO pounds per ~oy on the a\'e~n 
received tbe surplus-milk pri .. e for all his shipmrnte. Drnl .. rs W"I'P 

completely in charge of arrnngementa for butterfot ""'ting, and ",,,me 
producers felt tbot tbe dealers made "penril-te.<ts," that ito, arbitrsrily 
assigned a particular butterfat test to e",,1t producer month aft .. r 
montb. 

These conditions, together with the fact that the prir!' Itwel in til" 
market was declining and was already low as ('omparoo with pri",,,, in 
other markets and prices for manufacturillg milk, Wl'ro tli .. bAAi" 
reasons for the organization of the Falls Cities aAAOf'iatiun. 

Tltt Association's Program 

The marketing program adopted by the Falls ~iti"" aBSOf'iution W88 

determined by the organizational committee am) wus baSl'd on ('olldi­
tions whicb needed correction in the market, visits which were 11 .. "1,, 
to one or more markets in Indiana, and the coulI",,1 of a number of 
managers of other associations who were coiled into Louisville to 
meet witb the committee. Briefly, the type of program adopted waR 
that of a strictly bargaining association. The marketill~ agr .... mellts 
with producers did not give the association title to th .. milk, Rnd 
apparently it was the census of opinion from the outset that only a 
bargaining program would be practical for the market. 

The newly formed association began immediately to try to mITe(·t 
many of the market conditions which bad stimulated inter""t in a 
producers' organization. Each member producer was provided with 
a market throughout the year at a price the same as all other memhers 
received for milk of the same quality delivered under the aame oondi­
tions. The SO-pound daily average required to share in the top price 
was reduced to 40 pounds and later given up entirely. CIW!8 prices to 
dealers were inaugurated in May 1931, with deniers paying' the same 
price for milk used in a partiCUlar class, and with provision for an 
audit of dealer sales and use reports. A program for cluwking butterfat 
tests was started in the summer of 1931, and ellrly in 1932 the work to 
make the hlluling system more efficient and redur,e the trucking' ratl' 
was started. 

A ba.se-rllting plan, designed to promote a more uniform 8llJlply of 
milk throughout the year and to insure an adequllte supply in all 
seasons, was started in February 1932. The city of Louisville adopted 
a new health ordinance in the summer of 1931, but the lIS8OCiation 
was instrumental in baving the effective date delayed until May 1932. 
It was also active in helping produ('ers to plan chllnges in their stllbles 
and equipment, and in purchasing VnriOUB supplies on a cooperative 
basis. 
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The association's work in th.. market has continued to develop 
along these lines and at the time of the study might have been out-
lined as follows: ' 
A. Sales program: 

1. Guarantee of a year-round market to all members. 
2. Full-supply contracts with dealers. 
3. Uniform class prices to dealers, with audited sales reports. 
4. Equal sharing of surplus milk among cooperating dealers and 

all members. 
5. Encouragement orIess seasonal variation in production. 
6. Sales promotion and advertising of milk. 
7. Assistance to dealers on competitive problems. 
s. Sound prices to prevent shortages and excessive surpluses. 
9. Adequate reserves for emergencies. 

10. Support of Federal and State milk control programs. 
11. Encouragement of high quality in milk production. 

B. Laboratory and service program: 
1. Regular checking of butterfat content of each member's milk. 
2. Special laboratory service to members on butterfat and quality 

problems. 
3. Field service and assistance to producers on marketing and 

production problems. 
4. Partial control of the hauling system to insure low costs and 

efficiency. 
5. Manufacture and sale of disinfectant and fly spray. 
6. Cooperative purchasing of feed, supplies, and equipment. 
7. Assistance to members in times of emergency. 
8. Financial support of dairy-herd-improvement assodations. 

C. Membership relations work: 
1. Publication of a monthly mag~ne to be sent to all members. 
2. Local and annual meetings of members. 
3. Field visits to members' farms. 
4. Encou~ement of visits to the association office. 

N aturi! of Operating Expmsi!S 

The data in teble 8 show the chronological development of various 
phases of the Falls Cities' m ... ·keting program and indicate the amount 
of the annual expenditures for each type of activity. An initial mem­
bership fee of $3 and a brokerage, or check-off, 01 5 cents per 100 
pounds of milk are the sources of revenue. This rate of brokerage 
was reduced to 4 cents per 100 pounds in 1937, but the association no 
longer directly contributes to the local dairy council for advertising 
as such a contribution is taken out of the pool price by the Market 
Administrator before any price is announced. Except in 1932 when 
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TARI.E 8.-INCOME AND EXPENSES PEIl 100 PO"ND8 OF MI .... :. FAI.u 

CITIES COOPERATIVE 1\11 ... < PRODUCER. ASSOCIATION. 1932-38. Y"". 
ENDING JANUARY 3\ 

. -~-- ---

..... 
lOll I ... , ... 

OpentlQK lacon. I~ ____ .•• ______ .. .... .... .... 
KIpenditu""", 

1.11 M atlqoem8nl and dlnetlDD. _ 1.21 .... 
Office and onmflBd .•• __ ... ... .m 
TB5llna and JaboralorJ ___ ... ... ... 
Ad\·ertl5i~ ntl1k ... .... ... 
Member.lhlp re1atloos .. .• n . 1' . .. 
Audltlntt and IeJIlI re. .. ... • 43 ,~I 
Spel'1al !a'vii'lll! worlL . __ ._ • 00 .00 .00 
VUM and donations. _ ... ... . .. .... 

. - -----
TotaL _____ . ____ ~_ •••••. _ .• _. __ a .. :u. 3.7'i' 

RMerve fund .. ___ • __ . ___ • _____ . _ .• __ l." ... .TO 

.... .... .1117 . ... . ... .... . ... .. '" I .• 
.n .m ... . .,. ... ••• . .. . .. . 00 
.ff .:11 ... ... . .. . 12 
. 1. , ••• ... 
. .. . .. .... 
u. . ... . ... ... ..0 .... 

u • 
1.18 .,. 
.74 
• •• ... 
. .. • •• .IM 

1, .. 

.7' 

.­-
t.41 

I. 19 
.1> .. .,. . .. 
ZI 

• •• 
eM 

.. '"' .n 
______ -'-_...L. _ ............ _. ___ L--L_1---L_ 

1 Inmnw-I'rom both dues anrJ: membenhtp ..... 
I Larvely the wort: with ha~t1IDg problemA. 
• Larael7 tbe work .,Ub dairy-herd-impmntDlIBt a.odalkl1& 

Bourc& of data: Reoords 0( thI- u.ocl.Uoo. 

receipts from membership lees were heavy, the totn.l operating income 
has been between 4 and .5 c~nts per 100 pounds "",·h year." Total 
expenses have n.Iway. been below 4 cents, 00 that a.n addition b ..... been 
made to the reserve lund eacb year. 

The largest expense item hll8 been for management and direction, 
toWing about 1.2 cente per 100 pounds each year. It include. th .. 
per diem and expenses of directors and officers, salaries of the manager 
and the secretary, and part of the genern.l travel expen_. It b ..... 
cost about three-quarters of a cent per 100 pounds to maintain the 
office; that is, for rent, communications, elericn.l 8Illaries, taxes, 
depreciation, and miscellaneoUli expenses. About the 8Ilme amount 
has been spent in recent years for salaries and supplies in connection 
witb the testing fllld laboratory program. 

The contribution to the dairy council for advertising celUlCd in 1935 
although a small amount is still spent on special promotional cam· 
paign.. The Bmount spent in maintaining contacte with and supply. 
ing infonnation to members has steadily increased. This work 
includes publication ol the monthly paper, holding meetings, and 
considerable travel expense for officers and employees. The cost of. 
auditing has declined since the market administrator's office took over 
the calculation ol pool prices fllld became responsible for the correct.. 
ness of sales and use reports. Special service work wbich has cost &8 

much as one-half cent per 100 pounds in recent years haa included pro-

It 10 the earlier Ye8l1II wben the eheck-otf ... 5 emu, tbe dsJrymen mtpJIIDl' '" the _ .. JaUCIII d.w lD 
ClndnnaU ... memhen of ]l'a. C1U •• , but cIIetr milk •• DOl pooled aDd U. buD: aI ................ 
Lbeir milII: WSlt kJ lbe Ci:ocmDaU ,.".....,krs 
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motion of cow-testing associations, special field work on production and 
trucking problems, and a variety of other activities. Dues and dona­
tions have been a minor expense, even when contributions were made 
to the Kentucky Farm Bureau in 1935, 1936, and 1937. 

The Independent Association 

As a result of the growing dissatisfaction of some members with the 
base and surplus plan, which was inaugurated in February 1932, and 
dissatisfaction of certain dealers in the market with class prices to 
dealers and uniform prices to producers, a small association was formed 
in the Louisville market area in 1933. At the time of the study, it had 
about 150 members and about 10 percent of the milk purchased by 
pasteurizing dealers. All the members of the Independent Association 
are located in Kentucky, mostly in the two counties immedia.tely east 
of Louisville. 

The marketing progra.m of this association has always been of a 
rather indefinite nature. It maintains no office, and although tech­
nically receiving the same dues as the Falls Cities, has fewer expenses 
and remits part of the dues in the form of higher prices. Of the 24 
members of the Independent Association who were interviewed in the 
study, 18, or 75 percent, had heen members of the Falls Cities associa­
tion before joining the Independent. The appeal of this association 
to producers was originally based almost entirely on opposition to the 
base-and-surplus plan of the Falls Cities association and to the equal 
sharing by all producers and dealers of class I sales and the surplus 
burden. The new association also vigorously opposed the efforts 
to enact a State milk control law and has opposed the proposals for 
a marketing-agreement program in Louisville under the Federal 
Government's supervision. 

Nonmember Producers 

As in most all milk markets where cooperative associations are 
operating, there is a small group of producers in Louisville who do not 
belong to any association. This group numbers close to 150 pro­
ducers who ship about 10 percent of the grade B milk supply. These 
producers are located in all parts of the milkshed, their milk is hauled 
on association trucks for the most part, and they sell to many of the 
same dealers huying from the Falls Cities association-despite the 
fact that the association has full-supply contracts with its dealers. 

Federal Control Program 

A Federal milk control program (license No. 60 of the Agricultural 
Adjustment Administra.tion) has been in effect for the Louisville sales 
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&rea sinre June I, 1934. It W88 aml'ndNi on Augu"t 17, 11l:!5. The 
class prkes stipulated in the li(',('>nse were minimu!n, and aetual pri .. 1>8 

have been higher sinell November 1934. The ...... ult Willi t.o ron­
centrale the force of the lir .. nse upon equal sharing of the 8urpl". 
burden and the payment of uniform prices to prod nr"..... Th" en!orr ... 
ment of th_ provisions was not ~id after the fi .... t f"w months 
when some dealers refused to report their recl'ipls and "al ..... 

De.~pite tht'Stl developments, the market administrator's offi('e hu 
continued as an important agenry in the market. partirularly in 
stabilizing produe<lr-price levels and in a"ting partly IIA an arbitra­
tion agency between dealer groups and produ('er groups both equally 
anxious to prevent a collapse of the prie,fl structure Bnd to ke"p the 
market on a stable basis. 

The work of the administrator'. offi('e is finan('NI by B f"" of 1 r .. nt 
per 100 pounds of milk reported. The office muintruns complete 
records on a number of market factors-re':"ipls, ""I ..... af'tivtl pro­
ducers, demand conditions. It defrays the C-OAt of auditing d .... l"rs· 
sales and use reports, and calculates pool prie .... to produ('ers. The 
administrator announeeg the price to be paid prod ur,('>!'fl for Allf'h 
pooling period. During the Louisville flood in 1937, this offire 
handled the payments to produ('ers, writing and mailing the ch, ... k •. 
The deduction from returns to producers for dairy cOllnril advtlrti"ing 
is made by the administrator and paid over to that agency. 

Most of the dealers reporting to the admin;"trator since January 
1935 have been those buying largely from the Falls Cities RAAOciation. 

TABLE 9.-ApPROXIMATE D,STR,BUT,ON OF ACTIVE SHIPPERS ANO VOL­
UME OF RECEIPTS OF GRADE B MILK AMONG PRODUCER AND DEALE. 
GROUPS, LoUISVILLE, Ky., 1937 

, 
Portion of market Active Pt. I Va'umfl of 

dUft'TII milk J'OOlIipu: 

, Estimates hy the Ped8r'al1Dlll'ke1 atIminllltntor. 

80urne of data~ Reeorda of the Federal market admInJAra&orp LoaJnU.1e. Jt,~ 

Pflf'f'mlAP at 
tmfiJmUIl 
_J .... 
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(See table 9.) Altogether, the Federal pool included in 1937 about 
83 percent of the milk in the market. More than 95 percent of this, 
or close to 80 percent of the total milk in the entire market, was 
delivered hy members of the Falls Cities association. Some of the 
dealers buying largely from Falls Cities and operating under full­
supply contracts with the association had small farms of their own, 
and also purchased milk from one or two Independent Association 
shippers and as many as five or six nonmember shippers. 

Summary and Comparison of Market Conditions 

In round numbers, the Falls Cities association represented 80 per­
cent of the milk supply of the market; the Independent Association, 
9 percent; nonmember shippers, 9 percent; and producer-distributors, 
2 percent of the total. The produeer-dealers and the dealers who buy 
from nonmemhers and Independent Association members do not 
cooperate in the Federal control program, and do not share the sur­
plus burden, although the prices they pay to producers have been 
within 1 or 2 percent of the price announced by the market adminis­
tratpr. Probably for most of these dealers outside the pool the per­
centsge of their Lotal receipts used or sold as fluid milk or fluid cream 
is higher than the average for the market. 

This lack of a unified program in the Louisville market represents a 
situation found in a number of other ma.rkets in the area. For 
example, in Indianapolis, Ind., the market is under State control and 
the market admiuistrator performs a number of functions, such as 
auditing, the ealculation of pool prices, and the publication of a 
monthly paper. There are three associations active in the market: 
Two strictly bargaining associations formed rather recently and one 
title and pay roll association with nearly 10 years of experience. 

In Cincinnati, where a Federal control program was inaugurated 
in January 1938, there are three milk cooperatives, two bargaining 
associations, and one association engaged in retail distribution. In. 
this market, as well as in most others, there are a few producers who 
do not belong to any association. In Columbus, Ohio, there are two 
associations. In Fort Wayne, Ind., there are two associations with 
both Federal and State control. In the Cleveland market, there are 
five or six associations through which producers sell their milk. One 
association is sngaged in retail distribution; three or four sm&!! cooper­
atives with surplus plants located in the Cleveland supply area sell 
milk to dealers in Cleveland; one bargaining association has its head­
quartars in Cleveland; and in addition to this, the association with 
headquartars in Pittsburgh, Pa., maintains a suboffice ¥> Cleveland 
and has a sizable proportion of the active shippers in the market. ' 

When the State milk control law for Ohio became effective in 
142181·--89---3 
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July 1933, a majority of the &<'tive produ,,",rs in many of th .. llU'Jlf'r 
markets b .. longed to a relatively old __ iation whi..t. had boon in 
operation since about 1920. In a number of th""" mark"t .. , inrludinll 
Akron, Canton, Columbus, Dayton, and Tol .. do, now inrlopond,mt 
assodations were formed, representing minority groups in diP markpt 
for the purpose of presenting the views of th.- groUp8 to the St ... ! .. 
control autbority. These associations did not r"pretoPnt a 8""", ... ,,',ial 
proportion of the market, but they did reprl'Bf'nt tht' ol"Jraniwd voi .... 
of small group.. In practically every case, although th .. y hav" not 
become strong operating units, and a number of thorn have now 
gone out of business altogether, the ind"p.md,mt BAAOriation8 of this 
type ba"e been the source of considerable irritation to the maj .. r 
associations. 

In Louisville, for example, tbose prorlurers who fclt that tlmy re­
ceived unfair treatment from the Falls Citi ........... dation in any way 
were the first to join the Independent Association. In I or 2 Y""I'II 
in particular, the Independent Association WW! apparently activl' in' 
solidtation Bmong the members of the Falls Cit;"" aM"odo,tion during 
their cancellation period. Largely because of this illl1" .. n"e, th .. "'allft 
Cities association completed in 1937 and 1938 a sign-up of its m(lmoora 
on a new contract with provisions for cancelation entirely ditT .. rl1nt 
from those included in its original agreements. 

In the remaining portions of this study, whirh ar .. d.wotNl prin­
cipally to an analysis and appraisal of the markl'ting program of the 
Falls Cities Cooperative Milk Producers' Association in ["""i.vill.,,, 
little attention is given to the activities of the Indppenrlent Ass0-
ciation. One of the principal reasons for this is the diffie-tllty whi .. h i. 
encountered in any attempt to definitely analyze the markntin~ 
program which this or other independent associations tend to follow, 
Often their activities are dominated by a few men, and their progrsm 
is either indefinite or follows closely tbat of the older IUII.o<"iation. 

In deference to these new associations, however, it shotlld be pointf'AI 
out thnt their influence in some of the markets in the area h03 not 
been entirely to disrupt the established program for cooporative 
marketing of milk. The tendency of dealers buying from th_ 
associations to pay on a flat-price bW!is tends to focus the attention 
of the older associations on the soundness of their price struetur"",, 
Also the existence of these new associations and the opportuniti .... 
they afford for members of the older associations to transfer thmr 
milk to another marketing outlet have demonstrated to the older 
associations the importance of maintaining an effective educational 
program. These two elements in the market--ilound price .tnleture 
and the maintenance of satisfactory relationships with mem bl'n>-1lre 
two of the most important requisites of success in a bargaining 
association. 
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Sales Program of the Falls Cities Coopera­
tive Milk Producers' Association 

T HE NATURE of the business enterprise in which a milk bargain­
ing association is engaged makes it difficult to analyze precisely 

the work done or the degree of success. A major share of the work is 
directed toward improvement of market practices and price levels for 
milk, but the wide variety of agencies and economic forces which 
have a bearing on market stability and prices make it practically 
impossible to isolate and study separately the association's inftuenee. 
The service activities are varied and often can be gauged only by their 
costs and the satisfaction which they give to members. Analysis 
of the balance sheet is not conclusive in any broad sense. 

With these facts in view, an examination of the procedure followed 
by the Falls Cities association in selling milk was undertaken. Wher­
ever possible, a statistical analysis was made of the association's work 
as a direct measure of the changes in marketing conditions which have 
taken place under the association's program. 

The officers, employees, and members of the Falls Cities association 
consider it their major job to sell the largest quantity Of milk on a 
basis that will give the greatest returns to producers. For convenience 
in discussion, the separate activities of the Falls Cities association in 
sales promotion may be divided between (a) those that have to do 
with giving good service to customers, promoting sales, and keeping 
the market on a steady basis, and (b) those that have to do with 
bargaining to get the most favorable sales terms for members. In 
connection with group (a) activities, such as the following, may be 
included: An agreement by the association to supply dealers with all 
the milk they request of standard quality for fluid milk and fluid cream 
sales, a contribution to various advertising and sales-promotion cam­
paigns, the aid the association gives dealers in meeting competition 
of various kinds, the association's efforts to secure equal distribution 
of the surplus burden, and assistance in minimizing the quantity of 
surplus. 

At the same time, in connection with group (b), the association sells 
only at class prices, insists on full-supply contracts from dealers, and 
on regular audits of dealers' sales. It tries to keep volume in line 
with consumers' demand, and to keep its bargaining strength at the 
highest point. The latter involves having a large share of the market 
under its control, being financially able to meet emergencies, and 
having marketing agreements with all members. 
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Sales Promotion and Advertising 

Since thp organization wo.s fonned, the Falls ati"" B8Rodal.inn or 
its members bave contributt'd to all general "lforts in th" mark .. t In 
increase the volume of milk and cream sal.... Twa hu invoh'rd 
paying 1 cent per 100 pounds of fluid milk and cream to the 1000al 
dairy council, which doea a variety of educational work among ""honlA 
and clubs. This contribution amounted to hPtwel'n $5,000 an(1 
$6,000 annually. The assot'iation paid hair the eXpI'nll(l of a gr(W"ry­
store program to increase milk sales. The assodation hlUl appaTl'nf.ly 
considered demand condition8-Changes in int'nme, tTl>nds in "all'A, 
('.om petition from other foods, and fnetory eml)loyment in LouiAvill_ 
in an its price negotiations. 

Bee.ause both the 888Ociation and the Federal control program hav" 
represented varying proportions of the market, it WIUI nee_ary to 
study the records of a selected group of dealers to melUlure t,..nd8 in 
sales. Continuous records were available for 13 dealers, reprt'lllentinit 
about 80 percent of the association's fluid-milk market, for the years 
1931-37. Tbeir sales of class I (fluid milk both retsil and wholeoal .. ) 
and class II (fluid cream, creamed buttennilk, cottage ch_, and 

TABLE to.-CLASS I AND CLASS II SAL!!:. OF 13 DEALERS, LOUISVILLE, 
Ky., 1931-37 

.113. . - • 113 • . ... . -
('1855 I milk: 

Ja.olltU7 ••• _._._ •• _. _. _ ... _. .... '.n '.10 1.12 
February .... .. . ---_ ..... . ... 1.31 .. .. .... 
Mareh .. . _ ... _- .- -_ .. _-_. 4.12 .... ..91 U. tr.,II. -.-, ... ·· .. -.:22" '.00 3.47 .. ,. ... 

sy_ . --- --- -- --"-- .... '.07 4.01 .... June ........ __ . __ .. __ ." ____ •. 117 .... 3 . .ttl 3.14 .. '" July __ . ____ .. _. _____ . ______ . . ... 1.81 . ... .... .... August _____________________ 
3.75 .... J.42 .. .. 1.12 Sevtembl!lr ___________ • ____ . . ... .... . ... . ... .... October ________ ". __ • _______ 3." U. 3.81 . .. .... November _ .•. _____________ .... 3." 3." .... 8.78 December ______ . ___________ 3." .. 71 .... U • U. 

Total. __ • __ • ___ . _______ ._ ..... 42. fJ6 .. ,., ..... 
(']ftSS n milk: January __ . _______ • _ . _____ ._ --_ .. ... " .79 ... ... February _ •• _______________ 1.12 ... ... .82 

March. ... -------- ---- -- -- . ... ... .1lI . W 
tr."'-" --". ---- -----. -.- J.1I ... ... . W a,. ._._ -----i"fj-

'.08 ... '.00 I." J{me. __ .. _. -.. --. ----- .... . .. . .. . .. .• 7 lo1y. ___ . __ . - - - _ .. _. _. -.--- 1." ... ... . .. . .. AUJl:ust:. __ 1.06 ... .78 .f!I ... September ~ :- ... .76 .r> .fl1 .. 
October _ .... . .. .71 ... .. 
Xovember. _ •. • .. .8' . ,. ... .... 
Deeember._ .. _."_ '.08 ... . .. . .. .. 

ToIal __________ . _______ 
. ---. ----- 11.flI. ..... . ... .0 7ft 

j Clue!ISrJM on a DDltorm-JIrOduef. buIs. 01 ,t. but-t.fat ted ~ ID'~ produela, 

Boutce of data: Beoorda 01 tbe 'alII CiUell A..oei&t.ioD~ LouJa.viUe. &7. 

, ... .017 

u. In .... • .. ·Ull • .. .. '" • .. .... .. .. .... .... . .. . .. .... I ... 
1.11 . .. 
'.117 '.40 
3." 3,37 . .. U7 ..... ..... 
... .TO .... .11/ .... .0' .... . .. 

1. II un , .r. .. 
I .. .. .. ... .. WI 

I 
.. .. 

. .. • lib .. 
110,;- ----

10 .. , --------
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INDEX __ .--__ --.::-; __ ,-__ , ___ , __ ---, ___ -, 

1932-36-100 ~ 

A. V I ( \. IV hD • • h..nil mill; price 
to '.d4ry psyroll~ 

120~----~~,--~~~-r--~~~---t-----t----1 

80~+_--~--~----_+----_r~--~----i1\--~ ._~ 

-vi 
F,GURE 5.-CHANGES IN FLUID-M,LK SALES AS RELATED TO CHANGES 

IN THE RA-i-IO OF RETAIL-MILK PRICE TO FACTORY PAY ROLLS. 

As a general rule, Baiea have been above average when the retail price was low in terms of 
this measure of consumer income. 

flavored milks) apparently went down until 1933, reaching a low 
point in the summer of that year. Since 1933, the trend has been 
upward, with a few interruptions. (Seeteble 10.) This was true for 
both class I and class II. Class II sales volume has been slightly less 
than one-foUrth the volume of class I sales. 

Undoubtedly many factors, some impossible to measure exactly, 
have caused these changes in volume of sales. It is logical to expect 
that variations in sales have been partly related to changes in retail 
prices for milk e.nd changes in cons.umer incomes. Actual retail prices 
are available, of course, and the index of factory pay rolls is probably 
a fairly accurate measure of changes in income in an industrial center 
such as Louisville. A comparison of the retail price for milk and the 
factory pay rolls from 1931 through 1937 shows that although the 
.actual retail price was lowest in 1932, 1933, and 1934 (see appendix A, 
teble 44), it did not decrease to the same extent as factory pay rolls. 
On a compo.rative basis, it was still a high price. (See fig. 5.) Gen­
erally, although fluid tuilk soles, on the whole, changed compo.ratively 
little, total sales were fairly high when the retail price was low in 
relation to this measure of income, and were low when the compo.rative 
price was high. Ii 

The normal seasonal variations in sales, on the basis of the data for 
the 13 dealers, show tl,at the high point in daily average soles of fluid 

lot See appendix B, statistical Dole I. 



32 FARM CREDT'f AD":I.-iJNIS'£RATION 

INDE x 

/'\ 
/ \, 1 {/~d milk 

"" / ........ 
.' ........ ~~ I-_.-? 

-~ V 
Fluid credrn 

110 

100 

90 

80 I ~ I I I I I I 
JAN. FEB. MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC. 

FIGURE 6.-INDEX OF SEASONAL VARIATIONS IN FLUID-11ILK AND FLUID­

CREAM SALES, LOUISVILLE, Ky., 1931-37. 
A seasonal range of about 6 percenl in fluid-milk sales and of about 20 percent in flllid-cream 

sales has been characteristic of the Louisville milk market in recent years. 

milk is reached in the spring and the low point in late summer and 
early fall. OIl the basis of an index for the period 1931-37, monthly 
deliveries ranged from 102.5 percent of the yearly average in March to 
96.4 percent in ,July and August. (See fig. 6 and table 42.) Variations 
in class II sales are much wider; they ranged from 114.6 percent in 
May to 93.8 percent in February. Cream sales were also high in 
April and June, and low in August. The high point m both milk 
and cream sales is reached in flush production months, but sales of 
both milk and cream are also fairly high in October, November, and 
December, when production is lowest. 

With a product such as fluid milk, where demand on the part of 
consumers appears to be on a fairly stable basis, there is always a 
question whether to lower prices as a means of encouraging higher 
consumption. If the price is lowered 10 percent and sales increase 
only 2 percent, the gross mcome is clearly much less than before. 
On the other hand, there may be danger that keeping the price on a 
high level would permanently lower consumers' purchases of fluid 
milk. There is no evidence, however, that this occurred in Louisville, 
although the retail price was not lowered to the sanle extent as con­
sumer incOIne was reduced during the early part of the depression. 

Dealers' Competitive Problems 

It should not be inferred from this discussion that the association 
has tried to exercise any direct control over the retail price of milk. 
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Its efforts have heen toward stability and reasonableness in the price 
at which dealers purchase raw milk. The association has, however, 
been sympathetic to the problems of dealers, especially in their efforts 
to keep the volume of sales high. The general level of retail prices 
which dealers would probably have to charge has been given considera­
tion in practically all price negotiations. 

In at least two speeific instances the association hel ped dealers with 
their competitive problems, in addition to making several changes in 
definitions of the various classes of milk, these changes being made, no 
douht, partly for competitive purposes. Tbe first of these instances 
involved the competition from producer-distributors in the Indiana 
part of the sales area. For a time in 1931 and continuously since 1935, 
the class I price to dealers for milk sold in Indiana bas been from 20 
to 46 cents per 100 pounds below the corresponding price in Louisville. 
The other instance involved the competition between association 
deale" and independent dealers for wholesale business in Louisville 
in 1935 and 1936. The association in 1935 paid half of the discounts 
which RRsociation dealers had to make to retain some of their bURiness, 
and early in 1936 provided special class prices for milk sold in these 
channels. 

Altogether this assistance to dealers involved discounts of $60,250.51 
as Rhown in table 11. Presumably, these discounts were made to 
enable association dealers to sell more milk as class I instead of losing 
volume to other dealers. The average spread between class I and 
class III prices for this period was $1.20 per 100 pounds. At this rate, 
if this activity by the association resulted over the 6Y,-year period in 
keeping as much as 5,020,875 pounds from being used as class III 
instead of class I milk, the discollnts were justified. The association 
management feels that the benefits from their efforts were much 
great,er than this, since the focal points of the competition were on 
two important parts of the market. About 20 percent of the asso-

TABLE 11.-NATURE OF DISCOUNTS TO DEALERS BY THE FALLS CITIES 

COOPERATIVE MILK PRODUCERS ASSOCIATION, LOUISVILLE, Ky., 1931 
AND 1935-37 

193L __ 
193L 
193L ____________ _ 
1937_ .. __ 

Total __ _ 

~atllre and amount of discount allowed 

Lower class 
price in Indi­

'M 

$7,470.13 

Direct compet­
itive discounts 

allowed 

9,880.80 
14,644.44 
13,263. ,;0 

-\---
II, 077. 91 

Special class 
price in Louis­

ville 

3,913.43 45,2,';8.87 I 
_ .. -- -_ .. -.- --'----'-----'-------

Source of data: Records of the association. 
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dation's sal"" are in Indiana, and about 70 pl'l't'"nt or it .. Louuwille 
sales are wholesale business. 

Equal Distribution of Surplus 

Distribution of surplus milk-milk in ex"" .... of that uRN! fnr .... 1 .. 
as fluid milk or fiuid cream-is important to milk d"alrrs in mt't'tinp; 
competition, as well as to the association in maintAining its memhl'r­
ship strength. The primary effort of the RRsociation to brinp; nbout 
an equal distribution of surplus has boon to g .. t B8 mnny R8 pOMibl ... 
of the dealers in the market to cooperate in pooling their pureh ........ 
at the various class prices, and to pay produc .. rs the snme priro for 
milk of the same standard. All association deallll'll, nnd und .. r the 
Federal license a few others, have cooperated in this pool; but it hu 
never included the entire market. 

Briefiy, the pool operates as follows: (1) Eooh denl"r i. debited with 
his purchases of milk, at the various class prices and aecording to his 
audited SBles and use reports; (2) the market administrator or the 
auditor calculates, on the basis of all dealers' class pureh .... "" anti the 
levels of the various class prices, and announces a blend...d aVl'rage 
or pool pri('.e; (3) eooh dealer pays his producers at this price and is 
credited with such payments; and (4) eooh dealer pays into or draw. 
out of the "equalization fund" an amount sufficient to balanr,o his 
oocount. In tlris way, eooh dealer in the pool pays the SBme price 
8S other dealers for milk usl'd in any given ci8S8, and aU prod ucers 
roc.eive the SBme prices each month. 

Pooling, however, does not affect the competition from noncooperat­
ing or independent dealers. These dealers may refuse to pool their 
milk because they have less surplus milk than other dealers and do 
not wish to carry th~ir proportionate share of the surplus. SlIch 
dealers do not purchase at class pri('.eB, but buy directly from pro­
ducers at a single price which is usually the same or a little higher than 
the "pool" price to producers. With a greater perepntage of their 
sales in the fluid classes. these dealers have a competitive advantage 
in selling. If the advantage is large enough, they may be able to ('ut 
retail prices, but even a small advantage will allow small wholesale 
discounts. 

The associations' attack on this problem has been to try to koop 
the percentage of surplus in the pool down to Ii minimum. and to give 
consideration to the pool price in arriving at the c1 ...... I prir.e. When 
the spread between the pool price and the class I pri .. ,o is extremely 
wide, the reason is either a large surplus, a wide spread between el_ 
I and class III, or both. The result is to give independent dealers a 
greater competitive advantage. 

There is necessarily some spread between the pool price and the 
class I price becaUBe daily variations in sales and seasonal variatiolLll in 
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receipts, together with guaranteed markets to members and guaran­
teed supplies to dealers, make for a sizable surplus in the market; 
also, the spread between class I and surplus prices may need to be 
rather wide because of health regulations, hauling costs, and other 
limitations. Independent dealers, unless they are very small,are also 
forced to purchase some surplus milk to hold their producers and their 
sales outlets. They buy only the minimum, however; whereas, the 
pool dealers together purchase all that is produced by their shippers. 

The spread between the association's pool price and its class I price 
in Louisville has been highest in the summer months when the seasonal 
~urplus occurs and class III prices are lowest. (See table 12.) On an 
&IlIlual basis, it was highest in 1931 and again from August 1936 
through August 1937. No measure is available, of course, lIS to how 
high such a spread could be without causing difficulty. It would seem, 
however, that anything ahove 60 or 65 cents would be in the danger 
zone. Anything ahove 45 or 50 cents would be dangerous if inde­
pendent dealers purchased no surplus milk, since this would give them 
a buying advantage of 1 cent per quart. 

TABLE 12.-SPREAD BETWEEN CLASS I MILK PRICE AND THE BLENDED 

POOL PRICE TO PRODUCERS, LoUISVILLE, Ky., 1931-37 

Cents per 100 pounds of milk I 

Month 

"31 , ... "133 , ... ,,,. ..., "'" .. '" '" as 
54 '" .. .. 
56 58 .. '" SO SO .. ., .. .. .. " 50 .. .. .. .. .. 

I "" peroent milk f. o. h. dealer's pl&.trOl'1l1. 
Source of da.ta: Records of the Falls ClUEd Mllk Producers' CooperatlV6 Assooiation. Louisville. Ky. 

The association's efforts to keep the total quantity of surplus in the 
.pool at a minimum on an annual basis involve its bargaining program, 
as much or more than its attempt to ease the competitive problems of 
pool dealers. These will be discussed later. (See 46.) 

Adequate Supplies and Sales Agreements 

The first clause in the contract between the Fall. Cities association 
and its dealers provides "" follows: "The Assuciation agrees to sell to 
the Dealer all the milk roquired by it for its Class One and Class Two 
sales, and the Dealer agrees to buy all of such milk from the Associ&-
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tion • • ... This simplifil'!l and stl't'nltl.h .. ntll th" _wiation ' ... 
bargaining position, but plllc"" on th" .......... leiation a I't'8pon.ibility to 
provide an adequllte supply of milk. Tlus I't'IOponsibility ho,. h .... n di.­
charged without a great deal of trouhle, although in five difT"r..nt 
months it hIlS boon necessary to get milk from Ilnother mark"t. On 
other oocBSions it has boon nee_ary to watch dllily ........ ipt.. c!,_ly 
and shift milk between dealers so as to fill all requ .... ta. This llMuran('.e 
of supply by the assoeiation is one of the most important servicl'Al to 
dealers, 

At the same time, seasonal variations in receipt.., and the 8urplu_ 
which result from lack of similar varilltions in fluid !l8les ('.aUIIe a great 
variety of problems. Practic.aUy every nlilk W!8Ociation r""ls that its 
effectiveness as a sales organization would be greatly increo..oo by a 
more unifonn supply of milk, and that it is justified in spending time, 
effort and money to encourage more even production. 

Th~ Bas~-Rating Plan 

In Louisville, encouragement of more even production was for the 
lirst 3 years a major part of the association's program. Ita "h"",," 
plan was inaugurated in February 1932 and was uSl'd as the method 
of distributing sales returns to producers through October 1934 and 
again in May, June, and July 1935. The association helped Illso to 
obtain feed supplies in the drought of 1936, and through articles in 
its monthly magllzine bas encouraged more winter dairying. 

The base-rating plan in Louisville assigned to each producer in the 
pool a base quantity of milk, calculated according to his deliveries 
during selected months in the past (usually the average for the put 
12 months excluding the months of April, May, and June). Each 
month, then, the producer received the base pool price for base milk 
delivered (or a percentage of base deliveries the same for 0.11 produ .. ~rs) 
and received the surplus pool price for all other milk delivered. The 
base pool price represented usually the sales returns from class I and 
class II milk, and the surplus price the returns from c!888 III sales. 

Producers with high base assignmenta in tertnlJ of total deliveries 
received higher average prices under this arrangement. The objec­
tive was to give the higher bases to even produce~r to encourage 
producers to deliver evenly, to ohtain and keep a high base IUIIIign­
ment and receive a higher price. As the plan was worked out in 
Louisville, however, there is some doubt as ~ whether either of these 
objectives was attained-by the fo.ll of 1932 practically all produ(,AlrB 
had high bases and each producer was o.IIowed to keep his same b""" 
unless he earned a higher one. That is, the percentagt> which a pro­
ducer had to deliver to retain his base quantity varied between 65, 
70, and 75 percent 80 that few producers were affected by the rule. 
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Trouble with the base plan, in the sense of producer discontent, 
came largely from two sources. In the first place, any plan such as 
this introduces a new type of differential into the pooling system, and 
if it increases the returns to any group it must lower the returns to 
other producers. Those whose returns are lowered are naturally 
opposed to the plan. Second, the rules of the· plan with reference to 
the transfers of base milk from one member to another and for the 
base given to a new producer were changed rather frequently and 
apparently were not clearly understood by members. 

It is impossible to measure exactly the influence of the base plan or 
any of the other efforts of the association to encourage even produc­
tion. Since the association started there has been a new health ordi­
nance, a wide increase in the average size of herds, two droughts, and 
a flood-all of which affected seasonal variations in milk shipments 
to Louisville. Also the base plan, as an instrument of preventing faU 
shortage or summer surpluses, was not given an entirely fair trial. 

The first bases in 1932 were determined by faU production in 1931, 
but beginning in April 1932, the base-forming period was from Octo­
ber 1, 1931, to April 1, 1933. For 1933 the base period was from 
July 1, 1932:to April 1, 1933. The same bases were kept in 1934, 
and in 1935 the base period was the year 1934 excluding April, May, 
and June. After April 1, 1932, no relationship was maintained 
between fluid sales and base milk. Also, after Apri11933 a producer 
might keep his old base if it were higher than the average of such 
old base and his new base. 

PEReENT--_r------,-------r------.r-----~------_r----__, 

18o~--~ft--~_.---t------t------r----_;----__; 

IOOt---1,r-f---+------1r------1--~~C~I~.~.~.IT.~n~d~n~ •• ~I~.=.----i 
\ ' \ t.J S ... milk 
\j 

100 1931 1932 1934 1935 1936 1937 

F,GURE 7.-VOLtn<E OF TOTAL RECEIPTS AND BASE MILK AS RELATED 

TO CLASS I AND CLASS II SALES, LOUISVILLE, Ky., 1931-37. 
If a surplus of 20 percent is needec\ to take care of daily and weekly variations in aalea. ~ 

have been shortagea during th. fall mo.th. in ~ of lb. lut i ,..,.. 
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TABLE H.-SEASONAL VARIATIONS IN MILK RECEIPTS AT 1.0t".VILLIl 
AND OrH"R SELECTED MARKETS IN THE FOURTH DISTRICT or THII 
FARM CREDIT ADMINISTRATION 

YN,.I, ........ 
«'Cl'!l'~ 

per monl.h 

Loul't,-Uw. Ky.: Pou,,* 
JfI32. _______ ._ . _____ .• _ "._' _ .... __ 8.407.174 
1m. __ . _____ . _. ___ . _______ .. _ ..• __ .. __ .. 7. '1R., 131 
l~L .. _____ ~ ________ .............. _ ... 1,m,ln 
1931L. ___ ••••• _ ••••.•.••.. __ ._ ....•.••.• 1.~.9fJ7 
111:M. ____ ••• _ •...... ____ .. ____ ......•. _. 1.lf\I\174 
I1t37 •• __ ._.___ _ ___ •. __________ ..• _ 1.1R3,111 

Pmt.<lmouth. Ohl": 1938 ___ ,_,_, __ . ____ .. __ t.tnl,1'!11 
Dayton, Ohio; 1m. . .. _________ . _ _____ __ 4.NZA. lo-r,a) 
Fnrt Wilynt'". Jnfl.: 10M.. . __ . __ .... _. 3, J3M. 4R4 
Atron, Ohlo: HI36 .. _____ . ___ . _______ ... _ •. 1.!iII.l,377 
Chattannnn,. T"nn.: 1_ .... ___ ... _________ . 1.M4,MI 
Csnton. Ohio: HKld ............. _ ••• > •••••••• ,9fII,W 
IntitanBpol~.ln,.,.: ta __ . __ . ________________ 13.M1,Ml 
Muncie. Ind.: IgafL _ ...... _ •••••••.••• _. __ .• J. f92. 713 

-­n, 71., 714 
" 1M. 2I'S2 
',ltll.l~ 
&. 41V). "92 
A,M6,:l4.n 
0',143, {l3j 
1.1;pi.,fI.'V!. 
b,W,Mb 
3.9M.1M 
fl. 'HI. 7M 
1.1f..~ 'AA4 
ft.. 218. Y4~ 

1p"m9,fi71f1. 
2,.173. 244 

-­A,IaO, P 
ft,IUD.2M 
/io,M.7n.:W" 
r.. 71ft, aNi 
ft.l42. nil 
.6, goa MfII 

m.N 
3,7Jll, 125 
1, ftfIl. 271 
A,aw.!'..'MI 
1, lilt 1lf' 
.,OAO,721 

In, PItt, we 
1,108.4i1 

1'«"'" 
"I .... .. , 
17.1l ... ••• "'. '7. t 
" . 17 .• ... .... 
"'.7 n .• 

-... •• ••• Ifl. •• II • 
AI •• .. 

UtA 
II I 
12.2 
12,. .... 

_________ .....!. __ --'--___ '. __ -C .. _--'-__ 

~ of data: RPoordlJ of the QMJlM'fttlw usnclBtlnns or ('nIIt-Ml aJn'n~ Bt tbfo m.rkftbl. F'IUM! lin not 
ft'-~nt the entire market. in an, .... but repraonl rooeJpw 01 dea1erI ... portlna kJ \he IIIUOCIatkJo or 
aootrol-.enC1 pool. 

If the object of the plan bad been to prevent fall sbortfl.j1:Il8, b_ 
should have been established anew e&ch year &Ct".ording to fall prorluc­
tion. If the object had been to provide a real incentive to produNI 
evenly, bases should have been related to fluid ss.les, and there should 
have been a pens.lty for underbase deliveries. 

Studying the monthly relationsbip between total receipt.§ and fluid 
sales and between base ossignment.§ and fluid sal ... (rom 1931 throup;h 
1937 in Louisville (see fig. 7) reveals that base milk ossignment.§ wt're 
more in line with total reeeipt.§ tban with c1 ..... I and e1 ...... II sal .... 
In 3 of the 7 years, there was a shortage of milk (or one or more months 
in the fall. Re(,,eipt.§ in 1936, when the ......,ciation h"I"".d producel"ll 
to purchase feed and prevent the drought from affecting shipments, 
were less variable than in any other year. There was only one fall 
shortage in the years 1931-34, but there were two such shortages in the 
3 years after the base plan was abandoned. Tbe spring and summer 
surplus was relatively large in 1932, 1933, and 1937. 

Another measure of the seasonal variations in receipt.§ is .. hown in 
table 13. Here the range from high month to low month and the 
average monthly deviation from the yearly average are indi~.wd for 
each year in Louisville, and for 1936 in other selected market.§ ill this 
district. As compared with markets in the sUITOunding States, 
receipts at Louisville were fairly even in 1936. Both the range from 
high to low and the mean deviation in receipt.§ at Louisville were 
second lowest among 9 markets studied. Some of th""" other market.§ 
have had about the same experienc.e as Louisville with a base-rating 
plan and other efforts to reduce seasonal variations. In !!Orne, it is 
probable that tbe slIlllll size of berde---4 to 10 cows in most c_bas 
acted as a deterrent to more even production. 
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Class Prices to Dealers 

A system of class-use prices, whereby each dealer pays a series of 
differential prices for milk according to the product into which he 
processes or sells it, has been the principal bargaining tool of the 
Falls Cities association. Class prices have been in effect in Louisville 
since May 1931 for all dealers buying from association members. 
This use of class prices indicates formal recognition of tbe fact that 
the total milk market is made up of a series of markets for separate 
products-fluid milk, cream, ice cream, flavored milk, and other 
products; that the demand from dealers for milk to be used in these 
separate products is different; that the costs of producing and market­
ing milk of the minimum standard suitable for such uses are different; 
and that the association has the bargaining strength to make class-use 
prices effective in the interest of producers. 

The fact that a new health ordinance became effective for milk 
used as fluid milk and fluid cream just about the time the class prices 
were inaugurated emphasized the differences in production and mar­
keting costs, and helped to justify a difference in price between fluid 
milk and manufacturing milk. As indicated above, the inclusion of 
class III milk in the price system and the sale by the association of a 
part of the grade B milk shipments of members at manufacturing-

TABLE 14.-CHANGES IN DEFINITIONS OF CLASS PRICES IN LoUISVILLE. 
Ky., MAY 1, 1931, TO DEcEMBEa 31, 1937 

Use cla!lSl11catlon !or indicated producl.s aDd sales outlets 

I .. Butter, 
Sweet cream, ....." "' ..... 

FluldmUk If'IBVOred cottage cheese. mix ""d Oharity 
EIt9C!t1ve date milk ""d """"" and 6vapo- milk! 

buttermilk "art,,, no ... 
milk milk 

Rop:- S".. "",. .pe. R ... 

_po-
All All All ular clal , -elsl ' ular ... " --I- ------I-

May ., la'll-Mar. 31. I ---_ .. I ------- n ------- II II! 
____ w. ______ 

1032. 
AI". I, 1932--M..,. '1, I ----.- I ------- lla ------- lIb III ------------

1032. 
June I, 19D-A:pr. SO, I ------ I ------- I ------- II III ------------1 .... 
M.y I, I ..... May 81, I ------ I ------- lla ------- fib ill ------------1 .... 
Juntll,19S3-0ct. 31, 1933. I .----- I ------- lla ------- fib lIIb 
Nov, 1, lY33-May 31, I ------ I ------- lla ------- fib lIIb -iiIC~:====: 

1 .... 
Juna I, 19M-Dt(!. 31, I ------

1 .... 
n ------- n ------- III m Oharity ___ 

.Jan.I,lilOO-Ju_28,.l986. I !a' n IIa' n IIa' ill m CbBrlty ___ 
'une 2-i. l~uly 31. I 

1937. -¥Bi- n ___ A_A. II ------- rn m Cbvity ___ 
Aug. 1. Im-Der. SI, 1987. I n ------- n ------- II! II! Charity ___ 

I CIRMlfted separately fmm an milk used In the ind1c&tf!d products only tOT the months shown. 
J Sales to restaunwb and 88lecWd other wholesale outlets at specw diseounta. 
I SaI_ to .schools, eta,. of pillts and half pints at .. previously eontracted prlCll.. 

MUk 
and 

=am 
nstums' 

All 

--------
--------
--.-----
--------

lIla 
ilIa 

--------
--------
---,------------

8oun:e of daia: Recorda of the Fa1l8 CltkIB Cooperative MOt Produam AssodaUon, LouIsville. 1[7. 
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milk pri .. "", is nocessary if the assodation is to supply d"al .. .,.' drman,l. 
in short .... II-""ns and afford all mpmbr"" a mllrk .. !, "very dllY in the y .... r, 

The definitions of the different d ......... of milk' have bt'I'n ('hlllllt"d 
frequently (nine times in 80 months) in I",ui"ville sinl'e the ori!(inol 
three "'asses were inougurated in May 1931 (_ tahle 14). On only 
one occasion have all the classili(,lItio08 h .... n e" .... tly th.. "nm... IU! 

those used bt'fore. At one time in 1933-34, th .. re were six """flrate 
classes. With all these chnnges, only throo have bN'n mnjor on"", 
(1) Fluid cream was shifted from e1ass II to elMS I for a pt'riod 01 
11 months in 1932-33, but has remained in elMS II "inl'e May I, 10M; 
(2) flavored milk was permanently shifted from elMS I to clo,", II 
with the start of the Federal control program on June 1, 1934; and (3) 
milk for ice cream and starter purposes WB8 permanently shifted from 
class II to class IlIon June 1, 1934. Most of the oth .. r chnnll"" 
seem to have been to meet special temporary sail'll "ondition .. and to 
get a higher pri .. ,e for some of the surplus milk. 

As a basis for determination of clB!18 pri .. _, deale.,.' sales l"E'"ord. 
have 00en audited every month since May 1931 by certifiNi puhli" 
accountants. The cost was borne by the association until June 111:14, 
when it was shifted to the office of the market administrator. Thi. 
auditing has assured accuracy in the use of c1B!18 pri""" and in th" 
blended returns to producers and has provided the assooiation with 
accurate current data on receipts and 8al"". 

Other Bargaining Efforts 

Besides service to dealers, a.ssistance in sales promotion, and audiwd 
class prices, the program of the Falls Cities -.ciation ha.s indudNi 
means of supporting its position with reference to prices. FiI'Mt, 8 

great deal of work has been done to insure that producer-mrmh .. rs 
understand the association's problems and programs. The mAthod. 

TABLE 15.-NUMBER OF ACTIVE MEMBERS AND VOLUM" OF MILK M.<&· 
KETED THROUGH THE FALLS CITIES CoOPERATIVE MILK PRODUCERS' 
AsSOCIATION, LoUISVILLE, Ky., 1933-38 

Year endinllan, 311 

IVl3 ____ • _._._. __________ . _____________________________ • ___ •••• __ 
li34.. ______________________________________________ • _____ ._ ••• __ _ 
193& •• __ • _________ •• .: ••••• __________________________________ ••• __ 
1936 ____ • ____________________________________ • _________ •• ______ .• 
1{131 ___ •• ______________ ••• ____________________________ • ____ ._. __ _ 
lSI38. __________ •• ______ •• _____________________________________ •• _ 

I Basin .. year of the 88IOdat1oo, 
J A ~ for 12 months. 

Actin' I Volume or 
membetl ' milk mat­k_' 
N __ 

I,'" 
L'" I ..... 
1,011 

W, 
I .... 

-­tD, 'OMf. 141 
18,3!OlO.9!iIO 
82,m,liO 
IJl,AM.f71 
81, MO. 17!J 
'1.6U.101 

J hu::lutiM. small tndet.ermllJ1l:~ vo'ome 01 milk aoId '" DODmemben &0 ClJIJIJIftlfnlr ~ 
t Baaed OIl _tilJWoM of the market total. 

8ouroe- of data: ~of die 'etm ad of Ibe lDIM'ke& .cSmlnlddtor M 1..cIaIn1J1L 

h_ ... ,.. 
",. 
01' 
'92 
71 .• 
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rABLE 16.-FINANCIAL CONDITION OF FALLS CITIES COOPERATIVE MILK 

PRODUCERS' AsSOCIATION, LOUISVILLE, Ky., 1932-38 

na .. 

Feb. 16. 1932. ___ • __ "." ____ • __ .. _______________ _ 
fan. 31, 1933 _________ • _________ . ______________ ._ 
tan. 31, tOO{. ____________________ • _____________ _ 
fan. 31,1935 _________________ ... _______________ · 
fan. 31. 193(1. __________ " ••. __________ •• _____ - - --
Ian. 31, 1937. ________ • __ • ___ • _________________ _ 
Ian. 31. 183~L ___________________ • _________ --- _ .. 

Cash and 
"'''rent 
.... Is 

sa,660.&4 
11,043..74 
1&.026.36 
'21,9'00.71 
22,.315.86 
26.194.40 
30.620.81 

SQurce at data: Finandalstatements of tbe assoclAtlon. 

Fbooand 
other 8S!l6ts 

$2, OS9.Ul 
2, Q'i6. tb 
2,800. 40 
'l,In Zi 
2, 284. 50 
2,041. 76 
1 ••. 38 

Total Hablll­
U .. 

$2,"" ,. 
1,813..55 
1,045.96 ..... 

61.30 
2,065.32 

'20."" 

Net worth 

$2.8f1.~ 
12, 200.37 
HI,84U.78 
24,001.06 
24,533.00 
26, 150.st 
32,194.96 

lsed and their effectiveness are discussed in llIter sections of this 
,u1letin (58 and 60). Second, the association has kept a dominant 
>osition in number of active shippers and quantity of milk received. 
rable 15 shows that, although the number of members has declined, 
ilie quantity of milk received has not declined markedly, and that the 
[<,alls Cities association has always been dominant in the market. 

Third, the Falls Cities association made provision from the outset 
tor building a contingency reserve sufficient to meet emergencies of 
.arious kinds. A special deduction is permitted to build this reserve, 
but it has never been made. Instead, the excess of income over ex­
penses has been the only source of funds for this purpose. This re­
<erve is designed to give the association hargaining strength, to enable 
it to employ legal assistance when needed, to make it possible to 
'hange the method of operation on short notice, and to guarantee 
market outlets and milk checks to all memhers. A summary of asso­
,iation balance sheets shows that liabilities outstanding at the begin­
ning were quickly paid, tbat few fixed assets have been accumulated, 
but that substantial additions to current assets and net worth hllve 
been mllde eooh year. (See tllble 16.) The reserve is not allocated 
to members or evidenced to.them in any manner. 

A fourth phase of the association's bargaining work has been to 
keep volume in line with demand. The bargaining position of the 
<eller in the market for any commodity is weaker when volume greatly 
oxceeds bnyer's requirements. This is true in the milk market, on 
both annual and seasonal bases. The work of the Falls Cities asso­
eiation in connection with seasonal surplus problems has already been 
discussed. On an annual hasis, the association's work has been more 
varied and somewhat more general in nature. First, competitive 
supply conditions have been watched closely and efforts made to keep 
the milk price level on a sound basis with referonce to Ca) cost of pro­
duction, (6) prices of other farm products, and (e) prices of manu­
ractured dairy products. Second, the association has sponsored or 
cooperated in other developments which had the effect of reducing 
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rompt'tition. ('('nlral .. ontrol of Ihp _mhly 8,..I .. m and .. nro ... ... 
ment of the health ordinan .. e, for pxample, undoubt..dly hav .. limit ... 1 
both the entry of new shippers into the market and the shift.in!/: 'mm 
other type!< of dairy or general farming to produ .. tion of grade B milk. 
Finally, through meetings and the monthly ma,:azme, memhe"" bB"" 
heen informed 88 to market-supply oonditions and I'nroul"lljl.'Pd to 
inrrea. .... or to d","Tease shipmentB 88 ronditions wBrranl.-d. 

The final phsse of the bargaining work is the contMU'tual provu.ion 
for arbitration in ('sse of disagreement between deal""" and th .. lIMO­

.. iation on terms of sale. There have heen five arbitrations in (.Ami ... 
ville sin .. e May 1931. all by a single arbitrator jointly sel .... t..d. Pr0-
vision is made for three men if one .. annot be found ar"l'ptable to bnlh 
parti.... Four of th ..... arbitrations have taken pi ..... sin .... the F ... lrrsl 
program came into the market. Likewise. four of tbe five hav .. hern 
to settle a disagrel'ment 88 to prie_ for c18811 I milk. and in BOrn ............ 

for cl88S II and c188S III milk as well. The otber dealt witb tbl' pro­
eedure for converting dealers' sales unitB of various produt'tB into 
pounds of whole milk of the fat oontent __ aved from produCI'",. AU 
were settled without a great deal of trouble and earb reprPtOeJlt.-d & 

compromise betwPen tbe positions of the disagreeing parties. 

Results of Bargaining Work 

The prices at which the BSSOCiation has sold itB tb ...... dilf .. rl'nt cI_ 
of milk-fluid milk, !luid cream," and surplus milk-have vari .. d 
widely but bave steadily increased sin .... it began operating. (~ 
fig. 8.) For fluid milk, tbe price per 100 pounds bas ranged fmm 
$1.85 to $3.16, and bas averaged $2.33 for the 80 months. The fluid 
cream pri .... was the same as the fluid-milk price for 11 months, but 
was usually 60 to 65 centB lower per 100 pounds of milk. The price 
for surplus. in turn, bas bPen about 55 cents below the pric~ for milk 
used in fluid cream, or about $1.15 per 100 pounds below the fluid-milk 
price. 

As compared witb the average pric~ received by other produ .... ". 
for ungraded milk sold to manufacturing plants in the are_th.. com­
petitive price level for grade B milk-the association '8 ""rplus pri .... 
has svpraged 5 cents bigher, its fluid-cream price about 60 "en too high"., 
and its fluid-milk price $1.20 higher per I 00 pounds of milk. In pach 
case, however, there have beeD wide fluctuations in the amount of 
this spread. (See fig. 9.) For example, fluid milk W&8 only 60 .... ots 
above the manufacturing price in one month in 1935 and more than 
$1.60 ahove in the winter of 193&-37. 
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FIGURE 8.-AsSACIATION PRICES TO DEALERS FOR FLUID MILK, FLUID 
CREAM, AND SURPLUS MILK, 1931-37. 
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1.20 

KC/~UA..k 1\ I" 
r'\. / ~ 

o 

~V 

~!J V\U A~ , j , 
: ~ : . to . . 

· ~ ·1 -:V .... " · .. : ..... \ .. .* .... · I ! \:-...... ~.i· ..... 
r : *. 

:-'" \- .. . ~.. \ :. .. .: \ ·-..:...,.CI .. nlI milk .. .. .. 

I .. ~ 
. "0; i \.: ! p..", .... ~,,"'- , _..J" ~"" '\ .. ·'\,A"., /i 

~C'·"imi'k 
'" \., \' V . ., j.nUf.ctunr rni:k 

I, I I I 

1932 1933 1934 1935 1937 

.so 

.40 

-.40 1931 

FIGURE 9.-SPREAD BETWEEN ASSOCIATION CLASS PRICES AND THE 
PRICE LEVEL FOR MANUFACTURING MILK, 1931-37. 

Surplul prien have been dose. to the manufacturing level. but class I and class 11 priCes 
have been above it by widely varying margins. 
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20 
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FIGURE lO.-SALES IN EACH CLASS AS A PERCENTAGE OF TOTAL 

MONTHLY RECEIPTS, 1931-37. 
Although varying C'onsiderably between leasont, clane. I and II •• 119 have rrguJarly 

accounted for well over 60 percent of total milk rec-eipl'. 

As high as 72 and as low as 38 percent of the association'. milk 
receipts have been sold at the class I price. Class J) Bal .... have r .. gu­
larly amounted to from 10 to 15 percent of the total, and surplus milk 
to from 13 to 50 percent of the total. For the entire period, c1 ..... I 
sales represented about 57 percent of receipts, class II ""lef! about 
12 percent, and class III about 31 percent. As shown in figure 10, 
there has been a regular seasonal variation, particularly in the per­
centages of class I and class III, and some change in the respective 
percentages for the various years. 

AfJerage Prices to Producers 

The blended prices shown in table 17 represent the real end prod uct 
of all the association's bargaining activitie-..ales promotion, audit­
ing, class prices, and others. The outstanding fact here is the incre_ 
in prices from an annual average of $1.43 in 1932 to $2.25 per 100 
pounds for all milk in 1937. From January 1933 through June 1937 
there were only .. months in which the price w .... IIot .... high or higher 

. than the same month a year earlier, but this did not apply to the I .... t 
half of 1937. 

The Falls Cities association and its bargaining efforts undoubtedly 
were of major importance in determining these prices. It is true, 
however, that other developments tended to increase milk prices over 
the period 1932-37. All other farm prices increased, general busill""" 
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conditions improved, prices for manufacturing milk increased, and it 
seems clear that even without the association's efforts there would 
have been some increase in market milk prices in Louisville. The 
changes in some of these factors on an annual basis are shown in 
table 18. 

The only information available on Louisville milk prices before 
May 1931 is tbe price paid by dealers for milk used in fluid milk and 
fluid cream. The comparable price since May 1931 would be the 
average of association prices for class I and class II milk-the two 
sets of prices form a continuous series back to 1925 or earlier. On 
this basis, the data in figure 11 compare, on a monthly basis, the 
changes in Louisville milk prices with other farm prices and manu­
facturing-milk prices in the area, and with wholesale prices in the 

TABLE 17.-BLENDED MONTHLY PRICE PER 100 POUNDS OF MILK RE­

CEIVED BY ~1EMBERS OF FALLS CITIES COOPERATIVE MILK PRODUC­

ERS' ASSOCIATION, LOUISVILLE} Ky., 1931-37 

M~th ,W, 1032 "'" 1 ... '936 1006 1931 

January _ ..•••• _. ________ • _. _. __ --.------- $1.41 51.51 $:1.66 $2.00 $2.00 ... '" February __________ •• __________ 
---------- 1.43 1.43 I. '" ~OO .00 U. 

MlU'Cb ••• ___ • ____ ._ •• ____ ._. ___ ---------- 1 •• 2 L4l I. ,. Uli I. " ... 
t/:;I.-~ ~=== = ======== = === == = = = == = 

····ii:4i- I.,.. 1.40 1.70 1.88 1. '" U3 
1.18 I. '" '.80 1. '" I. '" 2.00 

JUIUL ___________ . ______________ 1.51 1.22 1.41 1. .. 1.70 1.9fi. 2.00 July __ • ________ • ___ • __ •• ______ ._ 1. 57 .. OO 1. 51 1." 1.76 .. 22 .... 
AUj:tUst .• _______________________ 1. ,. 1.50 1." 1.71 1.77 2.oU 2.1. 
September _ .• _____ .. _______ . ___ .. 82 I." 1.62 1.14 1.76 ... 2.30 Oct-oher _____ ._. _______ • ________ .. 87 I." I." L .. 1.07 H4 .... November. ____ •• ___________ ._. 1." 1.66 "68 u. 2.02 .. " .... D«lBmbeT _ •• _____________ .. ____ L7!I 1.62 1." 2.01 .... .... U7 ----------Year ____ •••• _____________ .... I." 1." L'" 1.87 ~'" 125 

Souroe or data: Reeords of the assoe1&.tkm. Tho price. for the month represents the weighted avemp 
prioo for mllk testing 4, ~t butterfat. f. o. b. Louisville, association dues deducted_ 

TABLE IS.-ANNUAL CliANGES IN SELECTED FACTORS AFFECTING 

PRICES FOR MARKET MILK IN LOUISVILLE, Ky., 1931-37 

y,.. 

19:Jl ____ • ______________________ 
1932 •••• _. ___ ••• ___ • _____ po ____ 

193:1. ••• __ •••••••• 
193 .... _________ • ____ ::: ---- - --.-
19S6_~_ ••• _________ 0_: ::::::: 
1936 •••• _ ••• __ • __ . _________ .. __ 
lQS.7 • ________________________ • 

1 See Appendbi: A. table 38. 
'See AppendlI A. table M. 

Ind6J: (1926-27=100) 

AU who1&- Otherf&rm Manufac. 
sale prices 

&.-'10 
turingmilk 

in the Eo'''''' 10 United mUk· • mIlk-
S ..... ohed' ..... 
Pu"'" Pen<m Per"'" 

,3.3 67 •• .... 
65.0 .... .... .., ... , 40.D 
1!.2 M .• 50.' 
8ll.. .... 620 
81.1 .... 71.7 .... 123.1 73.' 

l'rfoo per 100 pounds t0r-

Manur. 
turlng milk Association AlllloSSOCia-class I in the milk tJon milk 
milksbad • 

$l.n "'17 $""0 
.81 1.0< 1." .... .. 06 1." 

.. 02 ... 1.15 
1.27 .. .. l.87 
1.46 ..76 .... 
1. Ill) .... .... 

Sourtll or data: Wholesale prlcetI are from the U. S. Dep8l'tment. 01 Labor, Bureau 01 Labor Statlstks,. 
ID3I~? _ Farm prlces in the mllkshed are rrom. the U. S. D&parLmeot of Agriculture. Bureeuof Agricultural. 
Economics. . 

hires of mUll: for manutaoturlni are trom reoords of the Falls Cities Coopel'&UW .Milk Producers' Aaso­
elation, l.ooW$ville, Ky. 
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AO I----if---t MMluMeturlnf milk ~ y 

,1, 1 I, ,j, 1 " 1 " ,I, '01, 01 01 01 
20 1925 '26 '27 '28 '29 '30 '31 '32 '33 3A 31 '36 IT 

FIGURE H.-INDEX OF WHOLESALE PRICES IN THE UNITED STATER AND 

PRICES IN loUISVILLE FOR CLASS I AND CLASS II MILK, MANUFAC­

TIJRING MILK, AND OrHER FA .... PRODUCTS, 1931-31. 
Fluid-milk and cream pricet did not go down a. murh .1 other price level. and began a 

Heady recovery IOmewhat IOOnet'. 

United States from 1925 to 1937. Until the IIIl8Ociation started early 
in 1931, Louisville milk prices were trending downward at about the 
same rate lIS the other prices. That Louisville milk pricea did not 
continue to go down, did not go down 118 far, and bp~an to climb 
sooner than these other price levels, in the authors' opinion, may be 
attributed partly to the IIIl8Ociation. The fact that a new health 
ordinance became effective early in 1932 would be expected to have 
some influence in raising the level of c1_ I and II prices and in 
making the competition between market milk and manufacturing 
milk a little less direct. 

The Quantity of Surplus 

Changes in the total receipte of market milk in Louisville, and in 
the quantity of surplus milk in the market, are both a cauoe and an 
effect with reference to the price level. When milk prices are out of 
line with competitive prices, an incentive is provided lor farmers to 
change the size of their dairy enterprises or sell their milk in other 
channels, and when the surplus is unduly large or smaD there is usuaDy 
pressum from one agency or another for a change in milk prices. One 
of the major objectives of the association pric.e policies has been to 
maintain the relationship with competitive prices and COBt iteDlll which 
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<would keep this surplus at the minimum level neeessary to assure an 
adequate supply at all seasons. 
: Figure 12 shows the volume of surplus milk in the pool each month, 
~justed for normal seasonal variations and expressed as a per­
icentage of class I and class II sales. It is impossible to measure 
imonth-to-month changes without making this seasonal. adjustment, 

~
eeltuse the seasonal variations in the quantity of surplus were very 
. de-from 162 percent of the yearly average in May to 64 percent in 
ovember. When the adjustment has been made, it beeomes ap­
arent that there have been several major changes in the quantity of 

~urplus milk in the pool in Louisville. The general trend in the 
!quantity of surplus was downward from January 1932 through 

~ 
t> 
1 

g 
f 

ecember 1934, but there was It fairly large surplus during the first 
months of 1935 and again in the last part of 1936 and the first 7 
onths of 1937. 
The data in table 19 show, for six separate periods during 80 
onths, the average percentage of surplus milk, and the variation in 

our factors which would he expeeted to influence the quantity of 
urplus: (1) The amount of rain which fell during the period, expressed 

a percentage of normal rainfall; (2) the purchasing power of milk in 
rms of feed, including hay; (3) the spread in cents per 100 pounds 

etwoon the pool price for market milk and the average price for 

fiGURE 12~-SuRPLus MILK IN THE POOL, AS A PERCENTAGE OF FLUID-~ 
~ MILI. AND CREAM SALES, ADJUSTED FOil SEASONAL VARIATIONS, t LOUISVILLE, Ky., 1931-37. 
Jr"cllowing a downward trend from 1932 througb 1934, the quantity of surplus milk. hal 
~ varied widely. 
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TABLE 19.-PROPORTION OF SURPLUS MILl< IN Tn. POOL FOil SltLltCTIlD 

PERIODS. AND FACTORS PROBABLY RESPONSIBLB FOil TUB CUAIIGll8. 

LOUISVILLE. Ky •• 1931-37 

RUT.,lua 
mUll: all 8- R.inf.n .... ..", .. r 8IIIIlJW-Period (months inclUAlve) or cla.'I!I cenLaae or 

and ~MI!I II Donna' 
_Ies' 

p....., P" ... , 
luly 193I..Jnty 19l'2. _ -- M .. 
October 1m-December lQ:t1 ___ .. U., 
JAnuary f934-FehnulI''Y loo.'L -- .. .. 
Marcil 193.'hGepl.emher 193.'; _ . _ .. .. ''" October 19a,~uly 193ft .. 31 ., 
Sep~mbet JD36-July 1'93j' .. ., 

'21 
Average. _._.OM ____ . _________ •• .. 

1 Both factonI adlwted for M8A0nal varlatloDl. 

Source of data: B1WI8d on tablet ~g of appendl. A. 

Pul't"huln, 
power nf 

anttt. R mUll 
10 "'rna of 

'-l 
nfllill--3J-UIOJ 

1-

"' 111 .. .. 
'00 
17 ... 

. ...-.'-
h'",n I~I ... 
for mulcd 
milk and 
milk tnt 

mAnuf,u·\ur· 
In, PUt-..... 

---~---

CcoU .. .. ,. .. 
III .. 

I'tm"t" .. lna 
row,., rn 

!Il1ld_ R rntJlI; 
In Lerma nJ 
nth .. fIlrm 
tll!"Oftllf'U 

[1931-31- ifll) 

---
1_ 

" 11 
11 

I • • .. 
JIll .. ----.. , 111 

manufacturing milk; and (4) the purt'hasing power of market milk in 
terms of other farm products. Statistically, there is a highly signifi­
cant relationship between changes in these four factors and changoa 
in the volume of surplus. I< The only factors of known importance 
which are lacking are the effects of the health ordinance and of the 
RllSociation's educational work. Both undoubtedly influenced 1!tllll!Onai 
variation to some extent. 

An analysis of these factors indicates that among th01!tl IIffe.-ting 
the volume of surplus milk durir.g this period, rainfall was lUI important 
as any other factor on which data were available. In many of 
the periods of low surplus, rainfall WBS far below normal, and in 
periods of high surplus rainfall was often above normal. The milk­
feed ratio was favorable to high production in the early high.'lUrplu8 
periods, but did not appear to be B8 significant in !!Orne of the later 
periods. Similar relationships were found hetween milk prices and 
other farm prices. The spread between grade B milk prieM and 
manufacturing pric~ was exceptionally high only in 11136-37, and 
probably encouraged 80me shifting to grade B production. In the 
early period, however, the health ordinance WB8 not yet fully effective, 
80 the spread of around 60 cents qlight well have been as high in 
terms of differential production and Jnarketing costs as a spread of 80 
or 85 cents in later years. . 

Relating changes in the surplus to the B880ciation's price policie&, 
it seems clear that neither of the two periods of low 8urplus can be 
attributed, except possibly in a very small d~ee, to the prir~ of 
grade B milk, but were caused largely by deficient rainfall. Only 
one, and possibibly two of the periods of high surplus can be attributed 
to the fact that the milk price W88 exceptionally high relative &0 feed 

It Se& appecdlI B. dattnH.J note 2. 

--- . 
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prices, other farm prices, and other milk prices. During the 3 years 
1935-37, the price for grade B milk was never as high in relation to 
feed prices and other farm prices as it was in 1931 through 1934, and 
this has undoubtedly had some influence in bringing total supplies 
more closely in line with dealers' requirements for fluid-milk and 
fluid-cream sales." 

Dealers' Margins on Fluid Milk 

Interviews with producer memhers indicate that many of them 
appraise the bargaining strength and success of their milk association 
by the percentage of the retail milk price which is returned to them. 
They are often misled because they compare the top retail price with 
the blended price they receive. As a matter of fact, the dealers' 
selling price is much lower than the announced retail price-in Louis­
ville the price is reduced to 2-quart customers and 70 percent of 
sales are at wholesale at a still lower price. At the same time, the 
dealers' purchase price is 50 to 60 cents per 100 pounds above the 
pool or blended price. Agencies other than dealers must be paid 
also for servic~ rendered in connection with the marketing of fluid 
milk. These include stores, hotels, and restaurants selling milk; 
the health department; the dairy council; the market administrator; 
the association; and the milk haulers. 

Results of an analysis of milk prices and costs in Louisville for an 
8-year period (1930-37) are shown in table 20. The retail milk 
dollar is made up of eight parts. The producer and the milk dealer 
divide from 85 to 90 percent of the total, the haulers and the stores 
together receive about 10 percent, and the balance of about 2 percent 
is split among four other agencies. The milk dealers have not received 
as much as 50 percent of the total since 1931. In 1936 and 1937 the 

TABLE 20.-DISTRIBUTION OF THE PRICE PAID BY CONSUMERS FOR. 
FLUID MILK IN LoUI'SVILLE, Ky., 1930-37 

PeroeDtage of total consumer prlcereoe1ved by each aaaney 

\'ear .""". Health Fed_ ?roduc-MUir: hotel!. D""" depart- Ooopera- market Milk 
8rs. at Total .... .,. oouncll U .. admlnis-- haulers ."'. ...... , .. lor 
..",.. 

1\13(L •••• __ ... , ... Non • Non. Non. Non. ... 37.0 .00 
193L._. __ ".0 ••• 0.' 0.' • •• None ... 37.1 .00 1932. ______ 47." ••• •• •• •• N .... o.. 37.0 .00 1931. ______ .... ••• • • .1 •• N ... ... <0.1 .00 ttJ34 _______ .... • •• .. •• • • • •• ... 41.6 .00 
JQ3~L. ____ .... 6.. •• •• .S .2 ••• U.S ... 1938. _____ • 41.& ... •• •• .7 •• ... .. .. .00 1987 _______ 

<3.. U •• •• .7 ., ... .. .. 100 

Sourw of data: &stimates based. on data obtained: In the stud,., 

II Since \De Rudy wu oompleted. tba lIo.'IiIIOdatioo has inaugumted e. system {If prieiDg whlcb bases botb the 
fluld·mDt: price IUld the 8uidoCftADl prtoedin!cUy on manutaeturing·mUk prices, more definitely recogniI:ina: 
the tXNDpeUUon r.rom LhiI: 2IOW1lt. 
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dealers' share was (or the 6rst time b"low I.hat of pmdul'ers. The 
eosts of tbe serviees rendered by sUl'h Bj( ... nci<'8 as. the h ... .aJth dl'part­
ment, dairy council, market a(lrninistrator, and the asll .... i .. tion 
remain about the same so that on a percentage basi. they I\('ooun~ for 
a smaller proportion as the prire level inereases. The percentBj(e of 
the total received by pro(lu('ers f. o. b. the (arm hM inrreased ro.th"r 
st..edily sin('e 1932. Before o..'!SOcio.tion dues o.nd hauling chargee were 
dedu('t..d, they Te<'eived oVl'r SO per('ent of the toto.l, both in 1936 o.nd 
1937. 

Laboratory and Service Program 

M ANY OF tIte conditions which fost..red producer di .... nnt .. nt 
before the Falls Cities association was formed r..1"ted to mattl'rs 

other tban tbe price of milk. Consequently, the llSlIOCilltion b .... "I",nt 
much time and money to improve these other market conditions. 
Services undertaken with this aim in view include guamn tee of pay­
ment, regular testing of butter(o.t, checking of weights upon request, 
temperature and bllCt..ria tests, herd t..sts for butt..dat o.nd mastitu., 
cooperative purcho.sing of feed and supplies, llS8istance on quality o.nd 
other production problems, supervision of trucking, and help on ho.ul­
ing problems. Some of them ho.ve required no specio.l progro.m of 
work but the avo.ilability of substo.ntio.l cash reserves has mnde it p0s­

sible to render services as they are needed. Other services have 
required the hiring of special employees and the regular expenditure 
of considerable portions of the monthly income. 

Butterfat Testing and Other Laboratory Work 

Since Mo.y 1931 the association ho.s mo.intained a laboratory depart­
ment mainly for the purpose of checking the buttedat test of each 
producer's milk often enough to insure l\.CCuracy in the dealer's teAt. 
(See fig. 13.) Because a Stat.. regulation requires that the fat test 

TABLE 2l.-AVERAGE PERCENTAGE OF BUTTERFAT CoNTENT OF MILIt 

DELIVERED BY MEMBERS OF THE FALLS CITIES COOPERATIVE MIL .. 

PRODUCERS' AsSOCIATION, BY l\;iONTHS, 1933-37 

Month 

January ~ __ ... _ .~ __ • __ •. ___________ •••••. ____ ._ •. ___ _ 
February _______________________ _ 
Msreh ...•........•.•••...•........••......•....... 

~l.::.::::::::::::::::::::::::::::::::::.::::::::: June_ _ ______ .________________ _ _______ _ 
July. _____ •••• _ .. _____ ._ •. _. ___________ •. _. __ . __ . __ . 
A~ _____ • _________ • ____________ ._. __ . ___ . _ .•. __ . 
Sel)Wmher __ . _________ • _____________________________ _ 
Oetober ___ .•.•• __ ....... __ .• _. __ . _____ . __ . __ ._ .. ___ . 
NovembPr _____________________ •••. ___ . ___ ~. _____ _ 
Deeember ___ • _. _._. ___ •• _. __ . _ .• ____________ .... 

Sower: of data: Remnb olthe aaaoeiatloa. 

'''' 
4.16 
'.16 
"-111 
t.07 
'.02 
J,9fJ .... 
4.01 
'.07 
4.31 
•. 41 
0' 

, ... 
.... .,,, 
4.14 
'.02 .... .... .... 
4.00 
4.16 .. " .... 
4.0" 

,- , ... 1m 

4.1" .... 4. ZI 
4.10 .. " 4.17 
4.01 '.Of< 4.1' 
J.in .... ..... 
4.<1l '.00 •. III 
4.(11 3." ... , ... , .... . ... .... . ... .. .. .... 3." .. ,. .... . ... . ... .... . ... .... .... . ... . ... 
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FIGURE 13.-THE FALLS CITIES COOPERATIVE i'v'IILK PRODUCERS' 

ASSOCIATION LABORATORY. 

A sample of each member's milk is tested about three times a month. 

on which tM producer is paid be based on a sample of each day's 
milk, it has not been practicable for the association to take over 
full control of sampling and testing. Producers are paid, therefore, 
on the dealer's test, but a high degt'ee of accuracy in such tests is 
assured by the association's check-testing program. 

Several changes have been made in the exact method of checking 
these tests, but usually a sample of each member's milk is tested 
about three times a month, and a close check is made of dealers' 
samples when the association and the dealer tests show wide variance. 
As indicated in table 8, considerable money has been expended each 
year on the testing and laboratory program. 

The standard price in Louisville refers to milk with a butterfat 
content of 4 percent. As this butterfat content is higher or lower, 
the price is higher or lower, both to the dealer and to the producer. 
The differential per 100 pounds of milk for each one-tenth of 1 percent 
variation in butterfa.t content is about the same as one-tenth of the 
Chicago butter price per pound. In other words, with a butter price 
of 30 cents per pound, if the price for 4.0 percent milk were $2.00 
per 100 pounds, the price for 4.1 percent milk would be $2.03, and the 
price for 3.9 percent milk $1.97. The differential has been fairly 
low in Louisville since the association started, but there has been 
little change in the butterfat content of the milk (table 21). The 
average test is usually above 4.0 percent except for 2 or 3 months in 
the summer. 

The nature of the other laboratory services rendered is indicated 
by the data in table 22 showing the requests received from members.' 
They usually involve visits to the producer's farm and a test of each 
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FIGURE 13.-THE FALLS CITIES COOPERATIVE 'rvirLK PRODUCERS' 

ASSOCIATION LABORATORY~ 

A sample of each member's milk is tested about three times a month. 

on which the producer is paid be based on a sample of each day's 
milk, it has not been practicable for the association to take over 
full control of sampling and testing. Producers are paid, therefore, 
on the dealer's test, but a high degree of accuracy in such tests is 
assured by the association's check-testing program. 

Severa.! changes have been made in the exact method of checking 
these tests, but usually a sample of each member's milk is tested 
about three times a month, and a close check is made ofde.lers' 
samples when the association and the dealer tests show wide vari.nce. 
As indicated in table 8, considerable money has been expended each 
year on the te~ting and laboratory program. 

The standard price in Louisville refers to milk with a bu tteriat 
content of 4 percent. As this butterfat content is higher or lower, 
the price is higher or lower, both to the dealer and to the producer. 
The differential per 100 pounds of milk for each one-tenth of 1 percent 
variation in butterfat content is about the same as one-tenth of the 
Chicago butter price per pound. In other words, with a butter price 
of 30 cents per pound, if the price for 4.0 percent milk were $2.00 
per 100 pounds, the price for 4.1 percent milk would be $2.03, and the 
price for 3.9 percent milk $1.97. The differential has been fairly 
low in Louisville since the association started, but there has been 
little change in the butterfat content of the milk (table 21). The 
average test is usually above 4.0 percent except for 2 or 3 months in 
the summer. 

The nature of the otller laboratory services rendered is indicated 
by the data in table 22 showing the requests receive.d from members.· 
They usua.lly involve visits to the producer's farm !l.Ild a. test of ea.cb 
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TABLE 22.-LABOItATOItY SERVICES REC;UF.8TED BY 1\1r. .. BF. ... FALLa 
C,T,ES COOPEItATIVE MILK PItODUCE .. • ASSOCIATION. 193J -J7 

NatUN of lIeI'Vft ~u ... tecI 

lOll I. IRA 1_ ,,'7 
\--\----- .. _-1-'--1--­

('heckolmll"w~l .. htA_ ... . _ . • __ • •.. ___ . .. . . . . 
. Chfck of milk U-mpl!raluN •. •• . __ .. .. _ . • .. • •... _ 

Rnd U-,t 'or hutLf'lrtaL . . • . .. •. ___ • . • __ .. . ... . . __ .. 
Ht,d LfSlfnrbact.rrla __ . . . . .... _ ...• _. _ •• _ .. • . . 
Bf'td~trm'm"'tllL" . .. _ . . .. __ ••. • • _ . •• .. . • . . 
Otber laboratnr)" ~rvIDII . . _ . . . . __ 0 • • • _ • •• • • • • • 

TnIAllIP.tvlCf!lt . .. .. . •• •• • •• . •• • __ . , 
Mernheru'ccluNllln,· . . . . _ . ••. . _ . • . _ . _ . . 

n II • • 14' 1'* 
4ft .. 

• • ,, '_"' _ 0 . _ • • • _ _ .. 

I I 

"'" ... 

.. , 
'" .. ,. 
• 

2M .. ; 
I Numbel' 0' Mr-NW reqUftlltA. AOI'Df! of whleh (SHod tor tanN lh&b OM trrl8 nlIIHV~. 

8ourOC! ol d.ca: ~ ot Lhe a.!I'lwJr.W.tlon. 

" • , .. 
" 12 • 
'" zn 

• I 

" .. .. 
,,. , .. 

cow in the herd. Special requests for butterfat tt-..t. are mort' numnr· 
ous in the summer montbs when tt-..ts are lower. Th~ fnet that the 
number of requests per year has declined may be some indic.ation of 
greater producer satisfaction with the accuracy of deall'r teste. 

Weight tests involve the same type of work lUI butterfat teAte. 
In addition, the association lends scales to il8 membf'rs for the purpose 
of recording daily weights. Most of the other laboratory aerviCNI 
involve checking the requirements of the city health ordinance and 
~ving assistance to members when they are "dt>grad .. d·' because of 
high bacteria count, high temperature, or failure to meet other quality 
tequirements. 

F,e RE 14.- TVPE Of ~I'LK Ho SE ON FA .... 

\ \ ITH PER IITS TO "'P RADED M,LK. 

c hullh dcpanmcnt rcquiru thai adequate fuili,a ~ 
proVided for bandlin and cool ing milk aL the farm 
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TABLE 22.-LABORATORY SERVICES RECU"'STED BY MF.MnU., FALLa 
CITIES COOPERATIVE MILK PRODUCERS' AsSOCIATIO .. , \9JJ-37 

{'h8c' o( milk Wf't¢ttl' . . •• ____ . ____ _ 
{,be<-t of milk tcomperatufe. __ . __ 
noprd "'[l.t rOT hulwrla\. ___ ..... _ 
Hof'Td ~t fot hlw-tM'itt. 
Bol'TdtAACfnt'mRr.'IUU." ._ ... _____ •.•. 
Other IBbomwry !rervlcc. _ .. _ ..•.•.. _. _ .. ' _._ 

Trots1 ~rvl~ __ 
Memhc>lfIft'{).UHtln. 1,_ 

,-.. • 24. .. 
. -.-.-._--

----... 
"" 

,-
---

II • , ... .. 
• ---

"'" ... 

, ... ,. 
----.. .. • • ,., , .. 

M .. 
m .. • • ._,--- --,.. .. , .. , m 
---

I Number of M'Jl8hW mQtJ8!Je., ~ tlr which calbl tor mOft! than OfttIl:r~Je of l'l'rvke. 

SourCl!' of data; ~rm of the SMOctatioD. 

,.., 
• t 

" .. 
II 

----, .. 
'10 

---

COW in the herd. Special requests for butterfat te ....... al"t' mOl ... numef­
ous in the summer months when tests are lower. Th .. furt that the 
number of requests per year h .... declinl'd may be some indication of 
greater producer satisfaction with the accuracy of d"alrr test8. 

Weight tests involve the 8ame type of work as butterf .. t tes ..... 
In addition, the association lends scales to its members for the purpose 
of recording daily weights. Most of the other laboratory &ervi.,.... 
involve checking the requirements of the city he81th ordin .. nce and 
giving assistsnce to members when they are "dt>gradrd" because of 
high bacteria count, high temperature, or failure to meet other quality 
requirements. 

FIGURE 14.-TYPE OF ~fILK HOUSES ON FA"'" PI.4,.. 
WITH PE"MITS TO SHIP G~DED MILl<. 

The health department requires that adequate facilities: be' 
provided for handlmg and cooling milk at the farm. 
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Improvement of Facilities 

When the new health ordinance was adopted in Louisville about the 
time the Fall. Cities association began operating, the cost of adminis­
tration was borne by the dealers rather than the producers. ·The 
association was instrumental in having the effective date of the ordi­
nance delayed to give producers more time to make the necessary 
changas in their barns and equipment. (See fig. 14.) In addition, 
the association helped members to plan the needed changes in buildings 
and equipment, and provided a service through which supplies and 
equipment might be purchased at a saving. 

Data in tables 23 and 24 indicate the magnitude of the quality 
problem among Louisville producers. It is probable that about 1,500 
producers attempted to meet the health regulations in 1931 and 1932 
wben the new ordinance was adopted. Close to 80 percent of these 
had to remodel a barn or build a new one. An even greater number 
had to remodel or build a milk house. Later changes include the 

TABLE 23.-CBANGES IN BUILDINGS AND EQUIPMENT MADE NECESSAII.Y 
BY THE HEALTH OIl.DINANCE OF 1931, FOil. PRpDUCE .... SUPPLYING THE 
LOUISVILLE MARKET 

Nwnber of I'anm mating indicated improvementa 

Yearlmdin,JuueiO Dairy barDs Milk bouses 
'-----.---1--- ---I Now , ,- san'tary 

Bull. R .. 
m ...... Bullt tolleta 

New me­
chaniral ..... " 

Now 
water 

supplies 

-----------l---·I---Ii---I·---+--~----·---11;32 ________ •• ________________ 962 <Ie 388 881 __________________ •• _ 

~:t::::::::::::::::::::==::: ------~~~- -------~~- -.------~. -------~~- --- ~i ::::::::====1==:::::::: 1935_. __ •••• _______________ • ____ • __ ._. ________ "_. ___ ._. __ . ____ •• ______ 49 M _________ _ 
IB __ . ____________________ ••.•• __ ._ •. _. ___ .. __ .• ___ . __ .. __________ .. _ 117 41 • ________ _ 
1937 ____________________________________ ._. ______________ . _________ ••• 172 101 32 

-----------..,-1---1,---1---
TotaL._ •• ___ •• _____ •. 1.078 118 389 912 588 186 I 32 

Source of dota: Records of the city bea1th department, LoulsvnIe, Ky. 

TABLE 24.-CHANGES IN THE GRADE B STATUS OF MILK PRODUCEII.S 
UNDER THE LOUISVILLE HEALTH DEPARTMENT, 1932-37 

Year ending AUI, 81 
New Penn'ts Produet>rS Produ",," permits SU$pended d ....... """od ....... 

Im ____ ... ______ . ____ . ________ .. __ . ___ . ___________ ._ .. _ I .... ~) 20. .62 Jm __ ." __ . __ . ____ . __ .. ___________________ . _____ ._ .. _._ 
" (.) 0'& tID1 1934 __________ •• ______________ ._. __ •• ______________ • ___ _ 
117 ,. ell ... IV36 _____ . _________________________ • _______________ • ___ • 
<7 16 842 11 • I1t36 __ • ____________ • _____ . ____ • _______________ • ________ _ .,. • ... "" .0' C. ..S ... 

I.Si8 .. ..... .. ... """ ................................................... ·I--:-=+-......,':--I--=-=-I--~:: 
TotaL _ • ________ ~---- ________________ • _____ • ___ _ 

1 No data available. 

SOurQl} of aua: Recorde or ~he clt7 ~th department, Louisville. Ky. 
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installation of sanitary toilpts, m..ehanical coolprs, and improvPd 
warer suppli .. ". TheSl' major requirempnts are in addition to nu­
mprollB ehanges in and grearer atrention to oman equipmt'nt and 
BII pplies. 

The averuge cost of meeting the health ordinance, ac""mling to 
producers interviewed in the COIII'!le of the otlldy. WIl8 $402.40 p .. r 
farm (repreSPnting about 20 cows). Thl' fullowing shows the dill­
tribution of the producers according to total cost r"port"d: 

Nfl"'" ., 
Cost of meeting ordinance: prNtu". 

None ____ . _ ____ _ _ __ _ _ ___ __ _ _ _ _ _ _ _ _ _ __ _ _ _ ___ _ _ _ _ 11 
$1-$9IL _______________________________________ . 24 
$100-$199_____________________________________ no 
$200-$299 ________________________________________ 67 

$300-$399______________________________________ 44 
$400-$499________________________________________ 19 
$500-$599________________________________________ 23 
$600-$699 _________________________________________ . 14 

$700-$799__________________________________________ 8 
$800-$899__________________________________________ 2 
$900-$999 _______________________________________ .. _ _ 1 
$1,000 up___________________________________________ 28 

TotaL ______________________________________ 277 

The number of producers "degraded" under the health ordinance 
has averaged about 50 a month. (See table 24.) This degrading 
means that the milk is purchased at ungraded or manufncturing-nulk 
prices until the producer is "regraded"-usually a period of 7 to 15 
days. Much of the association's work on quality in the last few yeal'8 
has involved helping members to locate and correct the cause of the 
failure of the railk or dairy equipment to meet quality requirements. 
Field visits to tbe member's farm, and tests for m .... titis, off-flavor, 
high temperature, and genernl sources of bacteria are includpd in this 
servlce. 

Cooperative Purchasing 

As mentioned earlier, the Falls Cities association has mad" arrange­
ments for members and other producers in the area to purchase feed 
and a variety of dairy and farm equipment iteDlll at a substantial 
discount below prevailing retail prices. The association manufactufeIJ 
disinfectant and a fly spray which are sold directly· to members. 
Feed may be purchased at special prices through a local feed merchant 
who, with the railk deniers, cooperates in handling caDS, pails, strainers, 
disks, and a variety of other equipment. Each member is given a 
card which entitles him to discounts at a number of hardware and 
farm equipment stores in Louisville. 

According to its officials, the association has had no credit probleDlll 
in connection with cooperative purchasing. Snles of disinfectant and 
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fly spray are on a cash or c. o. d. hasis. Other purchases are made 
directly from dealers, the llSSociation acting only as a bargaining 
agent. 

Supervision and Control of Hauling 

Charges for hauling from the farm to city plants amount to between 
10 and 15 percent of the blended price to producers for milk f. o. b. 
deolers' plants. This makes hauling arrangements and costs an 
important item in the marketing of milk. The association has given 
much attention to hauling problems from the beginning; the system 
as a whole has been made more efficient and the cost to producers 
has been lowered. The llSSociation's part in these changes involved 
the signing of a lease contract by each hauler, replanning the truck 
routes, selecting some new haulers, and bargaining for lower rates. 

Most of the work with hauling problems was done in 1932 and 1933. 
The association was able to reduce the number of routes from 114 to 
60 and the rates per 100 pounds for hauling by 5 to 10 cents; and to 
enter into a lease contract with the truck owners which gives the 
association limited control over the hauling system. Under the lease 
contract the trucks are operated for the association (see fig . 15), 
and are exempt from a gross weight and mileage tax authorized by a 
State law passed in 1932. Under the terms of the contracts the haulers 
are guaranteed payment for their work and they, in turn, agree to 
provide covered trucks, cargo insurance, and efficient service. Such 
matters as hauling rates and type of service are left to individuol 
negotiation but are subject to association approvol. 

The average hauling rate in the area in 1937 was 22.7 cents per 100 
pounds for 1,121 producers on 58 of the 60 routes. Altogether 25 
different rates were in effect, ranging from 11 to 37 cents. For more 
than hnlf of the shippers the rnte was between 20 and 25 cents per 100 

FIGURE IS.-AssOCIATION T RUCKS UNLOADING AT DEALER's PLATFORM. 

Throuah continue'ii attention to hauling problems, the association has made the sC'rvice 
more efficient and reduced the coat to producers. 
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fly spray are on a cash or c. o. d. basis. Other purchases are made 
directly from dealers, the association acting only as a bargsining 
agent. 

Supervision and Control of Hauling 

Charges for hauling from the farm to city plants amount to between 
10 and 15 percent of the blended price to producers for milk f. o. b. 
dealers' plants. This makes hauling arrangements and coats an 
important item in the marketing of milk. The association bas given 
much attention to hauling problems from the beginning; the system 
as a whole has been made more efficient and the coat to producers 
has been lowered. The association's part in these changes involved 
the signing of a lease contract by each hauler, replanning the trnck 
routes, selecting some new haulers, and bargaining for lower rates. 

Most of the work with bauling problems was done in 1932 and 1933. 
The association was able to reduce the number of routes from 114 to 
60 and the rates per 100 pounds for hauling by 5 to 10 cents; and to 
enter into a lease contract with the truck owners which gives the 
association limited control over the hauling system. Under the lease 
contract the trucks are operated for the association (see fig. 15), 
and are exempt from a gross weight and mileage tax authorized by a 
State law passed in 1932. Under the terms of the contracts the haulers 
are guaranteed payment for their work and they, in turn, agree to 
provide covered trucks, eargo insurance, and efficient service. Such 
matters as hauling rates and type of service are left to individual 
negotiation but are subject to association approval. 

The average hauling rate in the area in 1937 was 22.7 cents per 100 
pounds for 1,121 producers on 58 of the 60 routes. Altogether 25 
diff.rent .ates were in effect, ranging from 11 to 37 cents. For more 
than half of the shippers the rate was between 20 and 25 cents per 100 

FIGURE IS.-AsSOCIATION TRUCKS UNLOADING AT DEALER'S PLATFORM. 

Through oontinuea attention to hauling problems. the association has made the service 
more efficient and reduced the cost to pl'Oducera. 
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TABLE 25.-DISTIUBUTION OF 229 l.IILIt P"ODIlC"". ACCORDING TO 
HAULING RATES PAID AND DISTANCE F .. o .. MARKET, !.Ot"SVIl.L£, 
b~m7 . 

Numbet' of pI'OflUMl'l m llTOU" 

Hauling ta~ per tOO ponn".! 1----.----.----.----.----.---­
{ClIn~} 10-to.9 

ml'" 
,.,.... .. 
mlloo 

1O-:Ut.tI 
mU .. 

-------I--~I----I------ ~----
lD-l •. {L .. _____ ............... I 1 • 
IS-UUL .. _ ... __ ... _._ •.•.•.. _ '1 :is 19 • t ..... 
2G-24.9 .... __ ._. __ • __ •.•• " CI 1:1 27 2"J l IJII 
25-19.9. ___ ................. _ I 1& II ~ 13 'Ill 
30 and more_ ... _--_ ... -_ .. -- ............ _._-_ ... .::..."'.:.: _. ___ 1IT:2:..i-___ .. l:..'_I ___ ~-__ ~ 

Total .... _ •..••••••... _ 17 •• __ 

Sou.r<Ie of \lata: Interviews with produClft in the aralo July and AUIUI' 1'l1li7. 

pounds. On about one-fourth of the routes the rate was the saml' for 
all shippers, but on the others there were 2 or more rates. Thr"" of 
the routes had 7 different rates. These variation. are due apparently 
to disto.nce, service, volume, type of road, and other factors; and, 
acoording to the a.ssociation, are amply justilled in most CMe8. 

(See table 25.) 
About 71 trucks were used regularly on the 58 route., each hauling 

milk for about 16 producers. The number of shippers was II'lItI than 
10 on only 12 truck routes and more than 20 on 16 routes. The 
average volume of milk per truck was 3,600 pounds per day, givin" 
each trucker a daily gross income of about $8. 

Hauling conditions in the Louisville milkshed are not greatly dif­
ferent from those around other markets in the area .tudied. Among 
eight markets on which dato. are available (see to.ble 26) the hauling 
rate in the Louisville area was the fourth lowest. The number of 
producers per truck was relatively low in Louisville, but the average 
volume of milk per truck was high, and thus fewer stoP" were npClllWlry 
to a load. 

TABLE 26.-MILK HAULING CONDITIONS 'N SELECTED MAIlKETS IN THE 
FOUIlTH FARM CREDIT DISTilICT 

1"'11,. vol· 
wn ...... 'rUt'. 

---1---1---1---1-- --.--

1m 
It137 
1m 
1m 
1 ... 1_ 
Il136 
1 ... 

(:mi. 
... 7 
2"-" 
2<-0 
:m.o "' .. 2Ut .... 
to." 

MIh, 
"'-3 'Ie. 
Z!<.o 
~n.o 
I~. 2 
18 .• 
IU 
.3.7 

N._ 
Ir. 
I. 
,", 

'" .. 
I. •• 22 

-... "<I,, 
3. t~KJ 
!.!tOO 
at .. lff 
4, :J.IfI 

"""0 "200 .. -
Sollrot' of data! LoullvUle data are from reoonla of thl' FeJJ. Cittes COO(WI'ftUYe Milk Pn"huV'fI!' A ......... 

Uon. Data for Chattanooga, Indianapol'-. and Fort WayIN' ""' butod an #'Slims ..... CIt UIiIIX'lubm nt8JU1V'n1 
at tbost> points. Data (or Akron. Columbus, D'lIytoD. and Portsmouth a"" (r<IID- "MUll: C(l(JpH'8thf'll tD 
Four OhJo Marut4,," Farm CredIt AdmiD1Arallou Bulletin l6.1931, bJ' Wm. C. Welden and T. O • .IUile.. 
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One phase of the milk-hauling system in Louisville which does 
not appear to be lIB efficient lIB might be desired is the unloading of 
trucks in the city. For 13 of the 51! routes the milk is unloaded at the 
plants of 5 or more dealers; for only 11 is all the milk unloaded at one 
plant. The reason is that producers select their own dealer, wherellB 
they do not have a similar choice of haulers. Efforts are being made 
to increllBe efficiency in unloading, and the number of trucks unloading 
an milk at one plant is steadily increasing. Some of the dealer­
producer affiliations are of long standing, however, and must be 
considered when changes of this type are heing made. 

Herd Improvement 

The newest service activity of the Falls Cities cooperative is the 
encouragement, financially and otherwise, of dairy herd-improvement 
associations among its members. The cooperative's work has involved 
help in organizing new associations and paying one-half or more of 
the cost for the first year for each member who joined a dairy herd­
improvement association. In other words, of the total cost of $30 
or $36 per :Year for each member, the Falls Cities paid $18. Close to 
$1,650 was spent in this way during the year ending January 31, 1938. 
This work had just started when the study was made, but more recent 
reports indicate thatnine new herd-improvement associations have been 
formed. There were already two of these associations in the area, 
and the total membership now represents a substantial proportion of 
the Falls Cities members. 

Other Service Activities 

In the opinion of its memb .. rs the Falls Cities association performs 
an important service by "representing the farmers' interests in the 
market." That is, the association acts as a representative of in­
dividual producers when called upon in connection with miscellaneous 
milk-marketing problems, and lIB a representative of all producers in 
matters of State and national legislation affecting the dairy industry. 
It also serves in connection with hearings and other matters pertaining 
to milk-control programs, and assists members during emergencies 
brought on by adverse weather conditions such as the flood in 1937. 

The Falls Cities association is a member of the National Cooperative 
Milk Producers Federation, the Kentucky Cooperative Council, the 
Kentucky Farm Bureau Federation, and one or more local trade 
organizations. The first of these maintains headquarters in Washing­
ton, D. C., a.nd in addition to its work with legislative matte\". per­
forms a valuable educational service. The progranl of the Kentucky 
Cooperative Council is largely educational. The Farm Bureau has 
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alwavs workt'd dosely with the ......... riation on maU .. 1'8 of Jl;f'nrrnl 
intt'r~t to produ(,-Elrs. Intt'rvif'wB with produ .... l'8, 811 d ...... rihM in a 
iatt'r 8e('tion of this bulletin (see pp. 65-00) indirat .. that thi .. lI' .. n .. ,...1 
repf('sentation of their intt'rests appeals to them as a particularly 
worth-while part of the association's work. 

Membership Relations Program 

T HE THIRD major part in the Falls Cities' gen .. ra1 PfOll'rBm i. 
designed to give members full ('urrent information about th., mar­

ket and the association. The purposes of tillS work are: (J) To 
perform an information service for members; (2) to increasp the ability 
of members to control the association in an intellill'ent manner; and 
(3) to create an understanding of and an interest in the 1IM000iation'a 
problema. 

The following excerpts from a special letter to all mllmhp1'8 on 
January 10, 1935, illustrate the extt'nt to which II8SOciation offi('ials 
recognize the importance of this work: "As an II8SOciation we ('.8n 
attain the ends that you and I strive for through a sympathetic under­
standing between tM membership and the management • • • 
We contemplate having a series of meetings in the very near future 
• * * (for the purpose of) * • • going over informally the 
stumbling blocks that confront us. We invite your comments and 
suggtl"tions as to our best method of meeting th.,m. Th .. strength of 
our organization lies in the information and understanding of our 
membership • • ... 

The meana used by the association in presenting information to 
create this understanding and give members a cbance to help determine 
association policies, include: (1) An asaociation paper or magazine 
each month; (2) an annual central meeting and local meetings of 
members in various parts of tM milkshed; (3) visits to membel"ll' 
farms by fieldmen and officers: and (4) visits to the association offine 
by members. These are listed here about in the order of their im­
portance, as measured by the time and money spent and by the exlellt 
to which tM entire membership is reached. 

Monthly Magazine 

The Falls Cities Cooperative Dairyman has heen puhlished monthly 
and Bent to every member since December 1931. It covers 8uch mat­
ters as market conditions, prices, aaies, receipts, changes in asaociation 
policy, announcement of meetings, and general asaociation neWl!. 
Articles are included on matters of State and national scope affecting 
dairymen; one page is devoted to women's interests; one to laboratory 
and service work; and one to editorials. N Hmerous articles are 
included each year on feeding practices and other matters pertaining 
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to milk production. Advertisements are printsd for members free of 
charge. There are no other advertisements except for the disinfectant 
a.nd fly spray made by the a.ssoeiation. 

This magazine has been supplementsd by some 20 lettsrs to members 
sent out from time to time. Most of these deal with special events. 
On the whole, however, the magazine has been the principal channel for 
information. The membership agreement authorizes an annual deduc­
tion of 25 cents per member in payment for a subscription to the 
Cooperative Dairyman. 

Meetings of Producers 

The central meeting in Louisville on the third Wednesday in 
February and one or more meetings each year in the 19 loeal units. 
afford opportunities to inIprove membership relations. A report on 
the year's operations a.nd the election of officers constituts the main 
business at the Louisville meeting, with major attsntion to plans for the 
coming year. Approximately 25 percent of the members, some with 
their fanrilies, usually attend the annual meeting. 

The local.unit meetings, usually two a year in each loeal, are 
devoted to detailed discussions of particular probleIns a.nd oHer 
opportunities for intimats contact between the ma.nagement a.nd 
the members. All these meetings are· attsnded by someone from 
the association office. ProgrRIns are outlined in advance to cover 
special probleIns of current intsrest such as hauling, herd inIprove­
ment, and milk control. 

According to association officials, the local meetings are not well 
attsnded because some members lack intsrest in the probleIns under 
discussion. When there is no major issue involved and market 
conditions are satisfactory, it is difficult to obtain a large attsndance. 
Of the producers intsrviewed, about 55 percent indicated that they 
attsnded the annual meeting, and 44 percent that they attsnded all 
local meetings. . 

The milkshed tsrritory is divided into 14 districts for purposes 
of nominating a director every 3 years, but the district meetings for 
this purpose are not the same as the local meetings held more fre­
quently in the 19 local units. Since 1935, however, the preside~ts 
a.nd seeretsries of ea.ch loeal unit have comprised an advisory council 
which meets in Louisville four times each year to discuss market 
conditions a.nd the work of the association with the officers and 
directors. The producer meetings, therefore. give the producer 
several chances to express hiInself regarding the association: (1) 
Through comments and suggestions at all local a.nd annual meetings; 
(2) by a vots on directors at each annual meeting; (3) by a vots in 
nominating his district director; a.nd (4) by his votes in eJeeting the 
loeal-unit officers each year. 

l'21S7'-~ 
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Visits to Members' Farms 

Field visil.8 to the farms of memhe1'8 are usually mad .. for a wp .... ifie 
reason other than general contact or educational purpOM('S, hut thpy 
are none the less important in building membership relations. At 
the time of this study, directors and local offictlrs were visit.ing mpm­
bers to have them sign a new membership agreemt'nt. The /'t'gular 
field man and the full-time secretary of the 888Ociation wt're h .. lping 
in this work and were also soliciting new members. Two of the 
laboratory employees and the field man make a Dumber of furm 
visil.8 each year in connection with requested laboratory ""rvie.ell. 
According to the producers interviewed, 94 ou t of 227 farmlt--<lr 
over 40 percent--were visited during the year ending in the Bummer 
of 1937. . 

Visits to Association Office 

More than half of the producers interviewed, exclUluvll 01 offi('t'rB 
and directors, reported one or more visil.8 to the WIROt'ia tion offi"e 
in Louisville in the previous 12 months. Most of the visil.8 were 
for a specific purpose, but the personal contact resull.8 in more com­
plete information and builds a better understanding between the 
member and the association. 

Many of the milk-truck drivers call at the llSBOCiation office on 
matters affecting the members on their routes. Every effort is made 
to maintain harmonious relations between the association and the 
haulers, because in visiting each farm every day the haulers are a 
potential asset to the association's membership relations. A clause 
in the hauling contract provides that the haulers will make no state­
ments that may injure the reputation of the assoriation, and will 
not solicit changes in distributors on the part of producers. 

Appraisal of Falls Ci ties Association 
by Members 

ANY cooperative enterprise is essentially a joining of common 
interesl.8 to attain some common ohjectives. It is important 

that the management have at all times an understanding of the atti­
tudes of 'he members toward tbe objectives ""t up and the degree of 
success in their attainment, as these (acts have a direct bearing on 
the support that may be expected (or the lI8SOCiation's program. 
With this in mind those conducting the survey visited 227 membe ... 
of the association asking each of them some 100 questions regarding 
their reactions toward various phases of the 888Ociation's work. 
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The members interviewed were selected from all parts of the 
association'. area, with a view to obtaining a fair cross section of 
opmlOn. (See fig. 16.) Contacts were made a.lso with nonmembers 
and with members of the Independent Association, but their answers 
were not suited for tabulation, because they failed to indicate clearly 
which association was being appraised. Many of the members of the 
Independent Association had beeo members of the Falls Cities Asso­
ciation, and both these and the nonmembers expressed themselves 
freely concerning its work. 

LOCATION OF FARMS OF PRODUCERS INTERVIEWED 
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F,GURE 16 • 
Viliu. were made to 217 producer'l, representing 293 producing units. in the- territory of the 

Falll Citiea ~r.tive Milk ProduceR AS&Ociatioo t in 1931. 
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Characteristics of Producers Interviewed 

A total of 277 produ .. ~rs, representing 293 prodnrinlt IInit .. , WPM 

visited. Tht'Se were distributed among 29 Sf'parate milk dralrrs, 
over 58 of the 60 hauling routes, and over 13 of the 16 I'OImtit'8 in the 
supply area. Between tbe 2 States and the major I"OlIntil'll, the dis­
tribution of producers interviewed Will! not grE'atiy diff .. rent from the 
distribution of milk sbipmen'" to market. (See table 27.) Evl'ry 
effort was made to obtain a reliable measure of prodlll'",r opinion by 
assuring e&eh producer that tbe answers would be strictly confidl'ntial 
and by refraining from asking questions in a leading manner. 

With the idea of making cross tabulations whirh might indirate 
to some extent the reasons for approval or disapproval of IIperific 
phases of the assoriation's work, numerous questions were asked 
regarding location and size of farm, size of herd, qaily volume of 
milk, experience with cooperative associatioDll, ·tenancy, membel'llhip 
in other fann organizations, and years of shipping whole milk. 
Although the cross tabulations proved of little signifiranre, the a.n­
swers to these questions present an interesting desrription of produ .. ~ 
tion conditions and of variations among produr.ers. 

A total of 293 grade B milk producing urn", W88 reprllllented by the 
277 producers. The average size of farm W88 210 acres, the average 
size of herd slightly over 18 cows, and the daily milk shlpmente per 

TABLE 27.-DISTIUBUTION BY STATES AICD COUNTIES OF PRODUCERS 

INTEIlVIEWED DUlliNG THE STUDY AND OF MILK SHIPMENTS TO LoUIS­

VILLE, Ky., YEAIl ENDING JUNE 30, 1937 
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farm about 40 gallons. The average distance to market was reported 
as 26 miles and experience as a whole-milk shipper averaged almost 14 
years. (See fig. 17.) More than 75 percent of the producers were 
full owners of their dairy farms. About 50 percent belonged to other 
farm organizations. 
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FIGURE 17~-PER.CENTAGE DISTRIBUTION OF PRODUCERS INTERVIEWED 
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LOUISVILLE, Ky., 1937. 
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More than 75 perrent of the Falls Citietl memberR intA>rvil'wPd haa 
belonged to the 8s80r';ation ..mt'e its beginning. r- than 10 pt'n<t'nt 
had any previous experient'e 88 a member of a milk {'()()perative, 
and less than 10 pef('~t had been Falla Cities membel'll for 1_ than 
2 ye....... Of the Independent Associ .. tion, about. 80 percent. of the 
members interviewed had heen members of the Falla Citietl _ia­
tion. The average length of membership in the Independent .AMo­
dation was only about 2 years. About 60 per..ent of tbe nonmemb .. r 
producers who were vieited were formerly membel'll of the Jo'all" 
Cities Assooiation. 

The remaining discussions in this sootion refer to the replies given 
by the Falls Cities members. Among them the 8Dswerll were mostly 
of a rather definite nature, well suited to tabulation. On only a few 
questions W88 a high percentage of the answers indefinits, and on most 
of these the answer "do not know" or "do not have "nough infurma­
tion to justify an opinion" W88 appropriate. Among the intlepend­
ants and nonmembers, on the other hand, about 45 per('.ent of the 
producers answered "do not know" or gave no answer to e .... h of tbe 
questions calling for a straight "yes" or "no" answer. Little of the 
analysis, therefore, relates to the reactions of any except Falls Citietl 
members. 

General Appraisal of Association 

As indicated above, most of the Falls Cities members interviewed 
felt that their BSSOOiation had improved market conditions, had heen 
worth while, and was doing a better job 88 it grew older. Only about 
one-third of them felt that i~ had failed to aooomplish BOrne one 01 
the various things they expecied of it. 

The millt-m .. rket factors mentioned by members in their general 
appr .. isal, together with the unsatisfactory conditions before the F .. lI. 
Cities was formed and the reasons given for joining the org .. nization, 
are shown in table 28. The questions are listed here in the order in 
which they were asked. The first 4 were asked at the beginning of 
the interview and the other .. t the end, after each oep .. r .. te p .. rt of the 
associ .. tion's work had been discussed. For this reason it io interest,.. 
ing to compare the answers to the questions (1) "wh .. t improvemento 
h .. ve been made?" and (2) "what h .. ve been the m .. jor aooomplioh­
ments?" By the end of the interview, 34 additional members were 
reminded of definite benefits from the ......,.,i .. tion, and the number of 
specific answers had increased from 260 to 386-many producers liot,.. 
ing 2 or more oep .. r .. te accomplishments. 

Three or four factors .. ppe .. red to dominate the thinking 01 mem­
bers in their general .. ppr .. isal of 'the 88sociation. The price level for 
milk was mentioned more frequently than any other factor except 
as a reason for joining the 888OCiation. Second in importance W88 
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TABLE 28.-MILK-MARKET FACTORS MENTIONED BY MEMBERS INTER­
VIEWED IN THEIR GENERAL APPRAISAL OF THE FALLS CITIES COOP­
ERATIVE MILK PRODUCERS ASSOCIATION, 1937 

Mllk-markGt ractor mentioned 
Unsatls­
lactory 

conditions 
bel",. 

""'" -

Source of data; Sur ... ~y conducted by the authon. 

Number or tbnes mentioned sa--

........ 
lor 

JoIning ........ 
"on 

Improve­
ments 

1D Market 

':1..'1:" 

Waysi» 
wblch 

assacla-

'''m I ..... 

Major ac­
complish­
m .... 
or asso­
clati<m 

, .. 
59 .. .. 
1 .. • • 11 ,. 
• • .. 

"" ... 

the presence in the market of an agency to represent the producers' 
point of view and to protect the farmers' interests. Third was market 
stability, which apparently means a year-round market and steady 
prices. Fourth was the general idea of a service agency, particularly 
for checking butterfat tests and weights. 

The association was given more credit for services at the end of the 
interview than at the beginning, although the natUre of the questions 
probably influenced this to some extent. Most of the producers who 
indicated that the association had failed to accompliah anything they 
expected of it criticized its failure to take over complete control of 
butterfat sampling and testing, and its inability to become the domi­
nant price-making force by completely destroying the control of the 
milk dealers over the market-price structure. 

The place of Federal milk control in the market and its effect upon 
the association's a.ctivities was the subject of another general ques­
tion. With the price level in the market above the prices provided 
in the marketing agreement in effect at the time, it is not surprising 
that only a relatively few members expressed definite opinions on 
Federal control. Only about one-third of the members interviewed 
were familiar enough with the effects of contraLto warrant an opinion. 
Among those who did venture an opinion, the votes were about 5 to 1 
for continuance. (See table 29.) Among members of the Independ­
ent Association, 16 producers were 3 to 1 against continuance .• Nine 
nonmembers were about evenly divided, with 5 against and 4 for 
continuance of the Federal program. 



66 FAlIM CREDIT ADMINISTRATION 

TABLE 29.-ApPIlA19AL OF THE FEDEltAL MILK-CONTROL PROGRAM IN 
loUISVILLE, Ky., BY 227 MEMBERS 0,. THE FALLS C!TIES COOP""ATlVa 
MILK PRODUCERS' ASSOCIATION_ 1937 

R lUI oontrol Hu t'nfttrnt stUllU ld cnn· 
bllllpt'd the h .. l~tb. trnl tt. coo-

tlnntwlln ....... _ ... 
l.ouinUkt 

Number ofprodueen anawerlol: 
Yes. ____ .• __ .•.•. _. _ .' __ .... __ . _.w '_0_."_' _0_ .•.•••.•... AI AI ,. 
~:.~l~~::: ~:::::: ~:::::::: ~::::: :::::::: :::::: ::::::::_ 15' 1.&7 'N .. ,. " --.----T ......... __ .. ___ .. __ . ________ .... __ . ____ .... ___ . __ ._ .., .., 117 

8ouroB of data: Survey ermdue\f'(1 b, 1M .ulbon. 

Unanimity of members' opinions was not 80 apparent on IIOme of 
the association's separate activities. More than 90 p"rclf'nt w .. re 
definitely favorable to the association and felt that it had don .. a good 
job. This should be borne in mind in appraising membership atti­
tudes toward more specific parts of the marketing program. 

Attitudes Toward the Sales Program 

Price has been shown as the most important item in the minds 01 
members-the end product of all association work. Memberllhip 
appraisal of the effectiveness of the Falls Cities BIlllOCiation as a lI8Ies 
agency, therefore, should be indicated clearly by the respOflf.e to a 
direct question: Would the price of milk in Louisville be high .. r or 
would it be lower without the Falls Cities BBIIOCiation in the market? 
It was found that almost 90 percent of those giving definite answers 
felt that the association's influence had resulted in higher price. for 
milk in Louisville. Those few who felt that prices would be higher 
without the association thought that increased competition between 
dealers, the absence of 88SOCiation dues, or their individual bargaining 
ability would result in higher returns. 

About 26 percent of the Falls Cities members interviewed 88id they 
were not familiar enough with the details of sales policies or methods 
to criticize them. Of the others, 106 members made no criticisms, 
and 62 members made one or more suggestions. Of the total of 79 
criticisms, 22 reIsted to the dealers' margins, 20 to the uoe of c1 .... 
prices, 19 to the general strength and flrmneso of the aBIIOCiation in 
bargaining, 9 to the services given dealers, 6 to association finances, 
and 3 to methods of paying producers. Some of the suggestions were 
constructive and indicated considerable thought on the part of the 
producer. 

Attitudes Toward Control of Surplus 

Producers interviewed gave more attention to surplus-milk problelIUl 
than to any other part of the sales program. This ... 811 probably 
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because efforts to control season&l surplus have directly affected the 
producer, and because the quantity of surplus ia often the reason 
given producers for price changes. The base-rating plan and some 
other surplus-control me&sures were live issues &mong the members, 
with opinion sharply divided. 

First, producers were asked whether the association should attempt 
to limit the milk supply, &S a part of its progra.m to improve market 
conditions and increase prices. The question was interpreted as 
referring to both season&l and annu&l surpluses of milk. The answers 
were as follows: 

Member. 
nplJing 

Answers to question: Should the association try to limit supply? ,; .. ________________________________________________ 134 
No ________________________________________________ 12 

Indennite___________________________________________ 21 

1rotal ____________________________________________ 227 

Almost one-third of the members apparently felt that any efforts 
&long this line were wrong. The few who gave reasons for their 
negative answer either felt rather keenly that it was none of the asso­
ciation's business or that the price level &lone should be the con­
trolling factor. 

About hill of those who favored making an effort to limit volume 
made some suggestion &S to the method which should be used. Their 
suggestions may be suIIUIl&rized &S follows: 

M.,.".,.. 
Suggested method: "PlrinI 

Uae a base-rating plan________________________________ 18 
Take new shippers only as needed_____________________ 10 
Educate producers as to market needs__________________ 9 
Pay lower prices to summer sbippers___________________ 7 
Reduce or limit number of cows per fann____ ___________ 6 
Plaee distance limit on milksbed_______________________ 6 
Othera_____________________________________________ 10 

1rotal____________________________________________ 66 

The answers to more specific questions &long thia line indicate that 
the members interviewed do not agree on methods which have been 
used by the F&!ls Cities association or were suggested by the questions. 
(See table 30.) Of those who gave definite answers, ouly 38 percent 
like the ba.se-rating plan and felt that it helped them, &lthough 57 per­
cent thought it helped the market and 66 percent thought it limited 
production. This substantiates the previous analysis of the base­
rating plan (p. 37) which indicsted that even though it accomplished 
its purpose to some extent, it was the source of so much irritation and 
ill will among producers as to make its further use inadvissble. 
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TABLE 30.-REACTtONS OF 227 ME"BERS OF THE FALLA CITlI!S CooP. 
ERATIVE MILK. PRODUCERS' AsSOCIATION TO THE BASE·RAT'NG PLAN 
AND OrnER METHODS OF CONTROLLING SURPLUS MILk, 1937 

_ .. _ .. " -----
N.tUft of tmfI'In'nI by mPJfthPI"I 

Qu.llon MnnbPn .,,,,,,..,In. ~1U'8nf 
drnniu- arun'"" 

--
V .. ludftftnllf> No Yo. No 

'-~-- - -_. - . ~---- ---
N"ml)u Nu., N"m/w -, _ .. , 

Did you lin the baM' plJm _____ <w_ •••• < _______ • __ • __ ,. 'll '" "". 112. 
Did the ha..-.e plan b<>lp yotL _________ :. ___ • ____ • __ . ,. 7i 12' ,U • "A 
Dldthe~pIBnlwlpthemarket ____________ ... _ . ., .. 72 ";".4 • •• Did t.hp bMt> plan limit produclkm ... _ ". _______ . _. _. II. ., '" ... .., 
RhmtJtI A..'t!IDriatinn UmLt the IUPPJr. art'4. __ • ___ .< ___ • , .. 77 •• 7O'.ft 01'. Shnuld Illlsodation exclude new sh pprl'lt-. _____ . 0W_ •• _ 112 77 .. n. .. , 
Should UlIOClatlon operat.e • .surplus plant-. _. ______ SO 71 1< lao fl .• 

Source of data: Survey eondueted by the anlhon. 

The members were almost equally divided on the question of an 
association-operated surplus milk plant. A large number of them 
were undecided. They opposed by a 3 to 2 margin trying to limit 
milk receipts by excluding new shippers, but favored by more than a 
2 to 1 margin efforts to place a distance limit on the milk.bed. The 
quality program and association control of hauling probably operats 
to effect a limit to some extent. 

The reMons given for approval or disapproval of the b""""r .. ting 
pl .. n were mostly the smallness of the producer's b...., _ignment in 
relution to his total milk production. As indicated earlier <see p. 36), 
the base-rating plan merely distributes the total salM returns; if it 
results in a higher return to some producers, it must lower the retl/ms 
to others. Naturally, those whose returns are lowered oppose the plan, 
particularly if they find it impracticable to prodlwe more evenly 
throughout the year. When the reactions to the plan were crOllII­
tabulated with volume per day, only the group shipping oV('r 80 gallon. 
per day showed a majority favorable to the plan. Even in tbis group 
the proportion favorahle was slightly below 60 percent of the total. 

Financial Reserves and Other Problems 

Only 19 of the 227 members were opposed to a liquid c80h reserve 
for their association. An equal number of members were und""ided, 
and the other 189 thought a reserve nee_ry. Less than half of 
these suggested an amount, with suggestions ranging from $2,000 to 
$100,000 and averaging $26,000. 

Ten different needs for a resel'Ye were given by 172 rnembeTS, giv­
ing 295 individual answeTS. The needs listed were 88 follows: Emerg­
encies 144, guarantee of payments 73, general conduct of businllflll 15, 
support of credit rating 15, building of a surplus plant 14, strengthen­
ing bargaining position 13, cooperative purchasing 13, legislation 4, 
advertising 2, and butterfat testing 2. Five producers suggested that 
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the reserve could well be on a revolving -hasis. This question was not. 
raised among other producers, because :no special dedur.tion is made 
for the reserve, and the amount needed has not yet been accumulated. 

Two other phases of the sales problein were touched upon by spe­
cific questions-the dealer's margin or spread, and the extent to which 
farmers are given a voice in milk price$. Many of the general criti­
cisms of eales methode offered by members related to these points. 
On the first question, opinion was 3 to 1 that the association had in­
creased the farmers' share of the retail price for milk. Out of 227 pro­
ducers, 133 answered "yes," 42 answered "no," and tbe other 52 were 
undecided. Tbis view is substantiated by the analysis of market 
data. (See table 20). 

An even greater proportion ielt that the Falls Cities had served to 
give farmers a part in determining milk prices in Louisville. Only 21 
of the 227 members answered "no" to this question, 9 were undecided, 
and the other 197 answered "yes." 

From these various questions on the sales program, it appears that 
less than 10 percent of the members are definitely critical of the results 
obtained. A much greater proportion find fault with some of the 
methods which have been used and appear to be somewhat disap­
pointed in the results, but only 10 to 20 members out of 227 believe 
that no progress has been made by the association. 

Appreciation of Laboratory and Service Work 

The 198 members who listed any kind --of services 'rendered by 
the association gave more than 560 individual replies which are sum-

TABLE 31.-SU.VICES RECEIVED FRO"" FALLS CITIES COOPERATIVE 
MILK. PIlODUCEllS} ASSOCIATION AND J5UGGESTlONS FOR CHANGES, AS 

LISTED BY MEMBERS INTERVIEWED, 1937 

Number of membsn Ibting sen'ioe 

NatUf$oi:service 
Tobe Tobedf8-
added contloued 

1 These IlbSWWS suguted "more aervlot.'· ''better 8er'rlol\" 01' ''Quicker serv1ee" tor tbe moat ~ 
Souroe o14u.: Survey ooDdueted. by Ute auChors. 
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marized in table 31. About 115 of the an8WI'I''8 !'Mlly rt'r .. rTPd tc the 
association's sales work. but this is not surprising nor .'"tiroly wrong 
in a strictIy bargaining association. About 250 of thf' Ilnaw .. "" rola~ 
tc the laboratcry and quality work, 123 to coopt>rative pUl'f'buing, 21 
tc the emergency help given during Rood and drought periods. and the 
others to miscellaneous servi~.es. 

Suggested changes in the service program rolated mORtly to hutterfat 
testing, coopt>rative purchasing, and quality improvf'mpnt. Thl' np", 
program for herd improvement came in for some attention; 26 mpmhe", 
listed it as a'service, 3 suggested more attention tc it, and 2 8ulQtl'llted 
less attention to this type of work. 

Buturfat Ttsting 

Although butterfat testing has been a live i!!8ue in the mark .. t, and 
the association management is not entirely .atiKfied with ita checking 
of tests, only 33 out of 227 producIlI'!l indic.ated that the pl'tlHpnt arrange­
ment was not satisfactory. Of the other producers interviewed, 172 
werll satisfied with the existing test procedure. Only 93, howevpr, 
believed that the association's check-testing work hnd l'Cl<ulted in 
greater accuracy, and 81 indicated that th.,y could IICC no change. 
Thus, many of this group of 81 apparently felt that th .. arrangements 
were satisfactory before the association began its work. The 53 pro­
ducers who answered "don't know" were tec.hnically correct becaul!6 
there is really no way to determine how nearly ac.curate the tests were 
before the work was started. 

Approximately 20 percent of the memhers seen made some (,,omment 
or suggestion with reference to the testing program. Alm""t hal( of 
these merely stated that they believed the tests on the b .... is of which 
they were paid were not accurate, 14 suggested that the a""""iation 
should check the dealers' tests oftener and more c1ollCly, 6 relt that the 
expense of checking tests was not warranted in view of the reAnlta 
obtained, and 2 wanted the association to do all testing instead of 
merely checking dealers' tests. There appt>ared to be IitUe recogni­
tion, except among the officers, of the fact that the State requiremf'nt 
for basing the test on a sample made up of some of each produ(,A<f'tI 
milk each day would make complete association control of butterfat 
testing impracticable. 

Quality Work 

The Falls Cities association is given surprisingly little credit by 
members for its work on the health-ordinance and quality problems. 
Almost two-thirds of the 227 members visited stated that the 1iI!8OCia­
tion had done nothing to help them meet the ordinanc.e requirements 
or to improve the quality of their milk. Only 60 gave the 888OCiation 
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credit for such assistance. This reaction is the more surprising as 
208 of the 227 members expressed themselves as in favor of the health 
ordinance. 

There may be several possible reasons for this reILCtion. The 
question may have been interpreted as referring to help in meeting the 
basic requirements of the ordinance in the beginning and not to later 
assistance with quality problems. Another possible reason is that the 
milk inspectors of the health department visit the farmS at regular 
intervals and producers are inclined to connect them, rather than the 
association, with quality problems. A third possible reason is the 
nature of the help given by the association in meeting the health re­
quirements when they first became effective. The association's 
general policy toward the ordinance in 1931 was not clearly defined; 
its laboratory and field service work were not fully established; and 
its major contributions in the beginning were efforts to have the costs 
of administration shifted to the dealers and to have the effective date 
delayed so as to give producers more time to make necessary changes. 
The association was successful in both these attempts, but only one 
producer mentioned the fact that the costs of administration were 
shifted to dealers, and only four that the association helped to delay 
the effective date of the health ordinance. They were more directly 
concerned with having to build new milk houses and repair their barns. 

About half of the members who said the association had helped with 
quality problems indicated that the nature of the help was in meeting 
the initial requirements. The others referred to help in keeping "on 
grade" through the laboratory and field service. 

Tbe impression from the interviews with producers was that there 
was much dissatisfaction during 1931 and 1932 with the new health 
ordinance and many objections to the required changes. By 1937, 
however, 208 out of 227 thought the ordinance was a good thing, and 
the few who felt otherwise were apparently influenced by the ract 
that their milk had been degraded one or more times. Many of the 
producers favoring the ordinance indicated that some phases of its 
enforcement were objectionable at times. 

The first reactions of producers to the new health ordinance are 
undoubtedly explained by the heavy costs incurred in meeting its 
conditions. Averaging $413 per farm, these costs ranged from noth­

. ing 00 $8,000. A few farms were already equipped, apparently; and, on 
the other extreme, a few producers chose this time to build completely 
new barns and buy all new equipment. According to the study, 213 
out of 227 had to make one or more changes in their buildings or 
equipment. The nature of the changes and the number of members 
reporting each are shown in the following tabulation:. 
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Nature of change In building Dr equipment: 
Mo ..... </ Dairy bam: ..... ,.,.".",., 

Concrete f1oor ____________________________________________ . 113 
More window opace __________ . ____ . _. ______ . ________ . __ _ _ _ 311 
New milking stalls •. ___________________________ . _ _ _ __ _ _ _ _ _ _ 81 
Entire new bam __________________________________ a. _ _ _ ____ 16 
Other changes or repaino. ______________________________ . __ . _ 67 

Milk h(}u ... : Built De .... _ _ _ _ _ _ _ _ _____ ___ ___ __ _______ _ ___ _ ___ _ _ __ __ __ _ _ __ 180 

RepaJred_________________________________________________ 11 
Improved water supply _ ______ _ _ _ _ __ _ _ _ _ ___ _ _ __ _ _ __ _ __ _ _ ____ _ ___ 28 
Improved sanitary conditions _______ • __ _ _ _ _ _ _ ___ _ _ _ _ __ _ _ __ __ _ ___ 28 

New equipment: 
Cooler or refrigerator _ _ _ _ _ _ __ _ ____ _ _ _ __ __ __ __ ___ __ ____ _ __ _ _ /III 
Waoh vat Dr tank._________________________________________ 14 
Otber equipment __________________________ ~_____ _____ _ _ ___ 82 

To~ changes___________________________________________ 610 
Membere reporting _________________ . _ __ _ _ _ __ _ _ _ ___ _ _ _ ___ _____ _ _ ___ 213 

Cooperative Purchasing 

The service of the Falls Cities association in cooperative purch88ing 
of feed and supplies is widely used and appreciated by members. 
In the 12 months before the illterview, 113 out of 227 producers pur­
chased feed and 159 purch88ed auppliss of one kind or another through 
the 88SOciation. The supplies purchased included milk cans, disin­
fectant, fly spray, strainer pads, buckets, strainers, and a variety of 
other items. Only 66 producers bought no supplies and 113 no reed 
on a cooperative basis. 

All the producers visited were asked to estimate the value of their 
annual purchases and the amount saved by buying cooperatively. 
Of the 100 producers who gave a definite estimate for both II8vings 
and purchases, the purchases averaged $352 and the savings about 
$42 per member, or about 12.5 percent. The value of purch"""" 
ranged from $5 to $6,000 per member; 22 bought $500 worth or more. 
Three of these producers said they II8ved nothiug, but among the 
others the estimated savings ranged from $1 to $500, or from 5 to 
50 percent. 

These figures indicate that 100 of the producers, and poesibly a 
number of the others who did not give definite estimates, Baved 
enough on their cooperative purchases to cover the cost of belonging 
to their marketing organization. Each member on the average oon­
tributes about $33 per year in usociation dues, whereas the average 
saving on cooperative purchases for this group of tOO producers 
W&B $42.' 

'" 
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ImprOfJN1tmt of Hauling SysUm 

The appraisal by members of the system for hauling milk from farm 
to city plants in Louisville may be summarized as follows: Of those 
giving definite answers, 58.3 percent said that the Falls Cities associa­
tion had reduced the hauling rate, 65.7 percent were perfectly satis­
fied with present hauling arrangements, and 81.8 percent were opposed 
to association ownership and complete control of the system. The 
latter reaction is somewhat surprising, especially in view of the fact 
that ~ partial control now exercised has apparently resulted in 
greater efficiency. The attitude of producers is probably iniluenced 
by loyalty to private haulers and apprehensions as to the amount of 
capital required for association ownership. 

To the question "Has the association done anything to reduce 
hauling rates," 105 answered "yes," 75 answered "no," and the other 
47 gave indefinite answers. In this indefinite group, 10 indicated that 
the rate was lower but that the reduction was not the result of any­
thing the association had done. Three said that the rate had increased 
and 6 said that the rate was the same as before. Those who felt that 
the association had been responsible for rate reductions listed the 
following means used: (1) Consolidating and reorganizing truck 
routes, (2) bargaining for lower rates, (3) using competitive bids to 
select haulers, (4) leasing the trucks so as to avoid payment o{ a mile­
age tax, and (5) generally improving the hauling service. 

Less than one-third of the producers had any suggestions for im­
provement of the hauling system. Some of these, however, made 
more than one suggestion. 

• NuwdJn G{ mtmlbeT. 
Nature of Improvement needed: moj:jn/1wggtlf«nu 

Better trucking equipment_ _ ______ _ _ ___ _ ____ ____ ___ _____ _ _ _ _ _ _ __ 26 
Better servioe from haulers. ___ • __________________ • ___ • _ _ ___ _ __ _ 21 
More efficient routing. __________ .". _________________ • ___ ._ __ _ ___ 17 
!.ower rate structure__ __ __ _ _ __ __ _ _____ ______ _ ___ _ _ __ _ _ _ ___ _ _ _ __ 16 
MOTe association controL ______ __ __ ___ _ ___ _ _ _ _ __ __ _ _ __ _ _ _ _ _ _ _ _ _ _ 7 

1:0!a1. ____ • ____ .___________________________________________ 86 
1:otal members ________ • _. ____________________ - - - _____ - ___ _ __ 70 

The outstanding result of this question, however, is that 134 mem­
bers had no suggestions to make. and that in answer to a supplemen­
tary question 162 were opposed and ouly 36 in favor of complete 
ownership and control of milk hauling, 

One of the weaknesses in the present hauling system-that is, the 
unloading of milk at dealers' plants in the city-is greatly influenced 
by the fact that a nw.jority of the producers believe that they select 
their ewn milk dealer and ,that they should continue to do so. Ouly 
10 producers out of 227 indicated that selection of a dealer was of no 
significance to them, and 12 producers thought it should be a joint 
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responsibility of the producer and the lUI9Ot'iatiOll. More than 75 
percent of the others believed that the producer should be allowed 
to make his own selection. 

The many reasons advanced for the opinion that choi .... of dMier 
should remain with the producer were mostly to the eff" .. t that it 
gave the individual some voice in the market and kept him better 
satisfied. Those who favored letting the BMOCiation B8fIign the 
producer to any dealer recognized that the assemhly system rould bt! 
made more efficient by doing this, and that with guarnntet! of markllt 
nnd of pay it really made no difference whirh dealer re.-eived thtl milk. 
In connection with this question, office records showed that 656 out 
of 1,008 members had not changed dealers since they joined the 
association. Almost one-fourth, or 233 producers, had changed 
1 time, 118 had changed 2 times, and 101 had changed 3 times or more. 
One producer had changed 11 times. 

Oth" Service Work 

The only other direct question asked concerning any aerviee 
activity had to do with association guarantet! of payment for milk. 
As indicated earlier, hypothetieally the association dOO8 not guarantee 
paYment, but as a practical matter it has done so. The cost has 
been very small so far, with only one or two minor instances when a 
dealer was not able to pay for his milk. In response to & direct 
question, "does the association guarantet! your pay," 130 producers 
answered "yes," 36 answered "no," 47 answered "don't know," and 
14 producers stated correctly that the association had not specifically 
agreed and was not legally bound to do so, but that they were sure it 
would pay for their milk if the dealer did not. In other words, 4 out 
of 5 members gave the association credit for assistance along this line. 

Most of the other work of the association which involves llervice 
to members is done primsrily for another purpose, or it is of Buch & 

general nature that its effectiveness cannot be measured. Some 
producers commented favorably on the general assistance given them 
during emergencies Buch as the flood early in 11137. Also many 
producers mentioned the monthly paper and the field visits. 

Results of Membership Program 

The most reliable measure of the effectiveness of the SSIIOCiation'. 
work in membership relations should be found in & comparison of 
the opinions of members regarding the sales and service work with 
the results of an analysis of office records (p. 42). When the 8MOCis­
tion has devoted much attention to the marketing system and has 
apparently made changes beneficial to producers, yet is not given 
credit for such improvemente by ite members, the work in membership 
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relations has been ineffective to this extent. H many members fail 
to understand the reasons for certain activities of the association, 
this may also indicate weakness in the program for membership educa­
tion. It should not be expected, however, that each member should 
be fully familiar with all the details of management and sales methods. 

The above comparison for the Falls Cities association warrants 
the conclusion that on questions of major importance the members 
appear to be well informed, are loyal to the association, and are able 
to appreciate the nature of its problems as well as the job that has 
been done. Their appraisal of the association's results coincides 
rather closely with the findings from the analysis of market records. 

Many members fail to understand fully the basis of class prices and 
the necessity for selling any grade B milk at surplus prices. They 
do not realize the respousibility which rests upon their association for 
the maintenlUlce of sound price levels. The members, as a rule, 
appreciate the need for surplus control but many are properly critical 
of some of the methods which have been or might be used. On 
quality and h .. uling problems, where some of the association's work 
was general in character and had been accomplished 5 or 6 years 
before, maqy prod uears did not know of the work and gave the ass0-

ciation no credit for such assistence. 
In a similar study in Ohio it was found that members tend to forget 

the improvements in certain market conditions as time passes Ie and 
that it may be necessary to stress these points in the meetings and 
association literature in order to keep before the members the early 
problems and accomplishments of their organizations. This was not 
so apparent in Louisville, but there was either a alight tendency along 
this line, or an indication that the membership relations work was 
less effective in this earlier period. 

It should be emphasized in connection with the service work of the 
association, that it is impossible to measure in quantitative terms the 
results of the association's efforts even with all the facts available. 
The fact that a majority of the members interviewed feel that the 
work has been worth while, knowing how \fiuch time and money have 
.been spent by the association, seems conclusive in itself, both as to 
the value of the work and the extent to which members were kept 
informed. 

Appraisal of Contact M~thods Us~d 

In addition to the comparisons made between actual results and 
the results as measured by the opinions of members, each of the pro­
ducers was asked to appraise and criticize each separate part of the 
program of the Falls Cities in membership relations, the methods 

.. Wekieo, \\'. C.Uld StUb, T. G., 14m. Cooperatives In Four Ohio Markets. F. c. A. BuD. la, 73 pp. 
mus.,um. 

142781"-39--8 
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used, and the geneml results. Repli .... to th_ qUMtion8 Ill"" 1"9-

veall'<I the extent to which members were real'bed by thl' papl'r. the 
mootings, the field visits, and by other means. 

The monthly magazine published by the association appI'ared to 
be the most effective means of giving information to m"mhl'l'II. Only 
6 producers out of 227 said they did not receive the m~azint! each 
month. Of those who did receive it, 209 read it and only 12 did not. 
Only 9 members did not approve of having such a magujne, and 208 
thought it was a good thing. 

There was only a small response to the request for 8u~estion8 as to 
how the paper could be improved. A total of 136 producers .... id that 
it was satisfactory now. Of tht! 34 membel'll who made 1"0nRtrurtive 
suggestions, 21 felt that it should come out earlier in tbe month with 
current statistics, 3 suggested a column for producers' letters, and 2 
suggested more articles on herd management. 

As indicated earlier (see p. 59) the attendance at meetings, both 
local and annual, leCt much to be desired. Out of 227 mambel'll, only 
62 attended the last annual mooting and 144 attended any loclll 
mootings during the previous year. Only 64 members attendPd all 
local meetings. Those who responded to the question apparently 
felt that the meetings were worth while, but blamed lack of interest 
for the poor attendance. 

Only 25 producers said the local meetings were not worth while, as 
opposed to 124 who relt that they were of benefit. In the order of 
their importance, the specific advantages Iist<>d were (1) m .... tings are 
educational and informative, (2) producers are given a chance to help 
control the association by voting, (3) marketing problems are settled 
and plans made, (4) members meet other members and benefit !IOcially, 
and (5) membership interest in the association is increased. 

The major suggestion for improving both local and annual meetings 
was to get more producers to attend. N umerou8 other 8uggeMtions 
were made, as "furnish entertainment," "have Ii better program," snd 
"have a reason ror meeting," but they also relate to the need ror Ii 
greater attendance. With regard to the local meetings, 44 members 
thought the meetings were fine now and 48 suggested !lOme improve­
ment; only 7 offered any 8uggestion for improving the annual 
meeting; 64 stated that the meetings were satisfactory at present. 

One member suggested that it would help to get the fann women 
interested in the association, and tIDe geneml idea has been discussed 
on several occasions at meetings or cooperative leaders in recent yeal'8. 
Apparently a number of associations in other markets have been 
doing work along this line. The Falls Cities lLMOCiation bas devoted 
a page of the monthly paper to women but apparently has not reoog­
nized them otherwise in the membersbip relation8 work. 
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Among the producers visited, 113 said the women in their families 
were interested in the association and 103 said they were not inter­
ested. A total of 99 believed it might be helpful if the women were 
interested, 79 felt that it would not be helpful, and 49 were lindecided. 
Many members apparently would resent any such intrusion. Sug­
gestions as to what the women might do included: (1) Develop the 
social phase of meetings and other gatherings, (2) attend local meet­
ings, (3) take part in programs, and (4) encourage the men to take a 
greater interest in the association and to attend more meetings. 

The other means of contact with members are field visits to pro­
ducers' farms and the visits of members to the association office. 
It was found that about half of the members, excluding directors, 
come to the association office at least once a year. Field visits were 
made to 94 of the 227 farms during the year preceding the study. 
Among the producers 87.2 percent felt that the visits had been worth 
while, 8.5 percent felt that they had not, and 4.3 percent were un­
decided. The purpose of more than a third of these visits was to 
have the producer sign a membership agreement. The other visits 
were made on general business of the association or to settle specific 
problems as a part of the association's service program. 

On the whole, it appe ..... that although less than half of the members 
were reached through the membership relations work, pl:&ctieally all 
members were reached in some way, and most of the members felt 
that these contacts were worth while. Of those answering the ques­
tions in a definite manner, more than 95 percent were in favor of the 
monthly paper, more than 90 percent thought the annual meeting 
fine, about 80 percent felt that the Ioeal meetings were worth while, 
and 87 percent felt that the field visits were worth while. 

In this study, 193 or 61 percent of the members questioned, felt 
that they were getting enough information ahout the association's 
program. Nine producers answered "do not know," and 79 producers 
or about 35 percent felt that the information they were getting was 
inadequate. . It is significant, however, that in this latter group, 20 
producers said it was their own I'ault that they did not have enough 
information. Three others were not getting the magazine and the 
others either made no comment or merely said tbey would like to 
know more about the association. 

The division of producer opinion was about the same concerning 
the part an individual member has in determining association policies. 
About 63 percent felt that they did have a part, 33.5 percent said 
they did not, and 4 percent gave indefinite answers. In this case, 
however, 42 of the 76 who answered, "no," indicated that it was the 
fault of the producer. 
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Contacts with directors, votes for officers, atten.lan ... at mootinlP, 
and the willingnllll8 of the association to arcept 81~ ... tiun. were all 
listed as w .. ys in which the individual producer " .. n have a voi .. .e in 
policies. Only .. bout 12 or 15 of the members _m~d to fool th .. t 
they were given no chance to help control the association or th .. t their 
opinions had no influence. On the whole, these reactioDll .... n only be 
interpreted to mean that all except .. few members believe that the 
association is controlled by its farmer-mem bers. This should inRure 
the loyalty of members to the type of marketing program ad0l.ted 
and enhance ths bargaining power of the organization. 

Appendix A 
Basic Statistical Data 

TABLE 32.-AvERAGE PRICES FOR "'f'LI< SOLD IN THE LOUISVILLE 

MILI<SHED FOR 1.fANUFACTURING PURPOSES, 1925-37 

Prtc. PIW 1m poundl ,. .. ~D" mUt ~ 

Month 

."'" .- "127 . - .... ..... .... 
lanua:ry ••• _ .•. _ .••••• __________ tUN ..... ..... SUI ..... 11.10 •• _ 14 February ______________ . __ .a_a_ I. ... .... 2.32 .... ,,:III 1.111 . .... Msrcb _________________________ 

2.00 .... 2.34 .. ,. Uo .... .. '" 
~:::: :::::: :::::: :::::::::: .... .... .... 2.' • 2.:0> ..1> .... 

'.98 .... .. " .... .. 01/ . ... . .. June. _____ a. ________ • _______ . __ .... .... "01 107 .... 1.4 • .01 July _________________ • __ • _. ____ .. 02 1.78 un 108 .... .... •• AUKUSt ______ • __________________ ..... 1.18 .... 2.11 ..... 1. 8" . ... September _____________________ .. 98 "112 .... .. 21 .... '.17 1.111 
0 .............................. ":10 L" .... 2.2' 2." .... . ... November ______________ . ___ . __ "28 .... 2." .. ,. 2.00 .. .. ... December _____ . ________________ .... lUI .. :III .... I." .... .. •• 

Year _. ______ '" ___________ .... 1.0, 1.11 .... .... .. Ill 1.11 

Moath 
Pdce PI' 100 poonda fur 4 pert'8Dt milk I 

.... •• .... .... . ... ..... 
..... ""., fLlIi fl_ rIO ..'" . 71 ... .... .. .. . ... ... 1.111 .... .40 .... 

• 73 ... ..,,, 1.47 I." ... • VI '-'" .... .. '" •• ... 1.111 •. :III • •• I." 1.01 .... .... • •• .11 t.U .... .. 73 .... ... I.Di .... 1.~1 I. .,,-... 1.11 1.14 .... U7 ... .. ., .... . ... . ... . .,. .... .. .., '.41 1.1. ... .... .... L .. UO 

I Compoeed 8f: 10 pom!8Dt of tbe Kentock'y fann prk!t of bo1.t«fal 00 U. Uth fJI the fDlJOth tf1'nf"f C. 
plus 20 peroent; 15 percent of tbe Indiana farm priot of butterfat on tbe 1Mb 01 tbe montb tim. C. pll .. 210 
petcml~ l~.J,leI"Cl8Dt 01 the price ror :1.5 .--nl. milk at mrJde __ ill lbe R.a Nart.b CeotnJ "'-'- pJUI 
~O: 01 the ChkaKD f2.fI(l(ft butter prloe. 

Souneotdata: U. 8. DeIW1meat 01 AlrieulhIN.. B .... oI..A..pku1tun1 Ee II ole 
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TABLE 33.-PRICE PAID BY MILl< DEALERS FOR MILl< USED AS FLUID 

MILl< AND FLUID CllEAM, LOUISVILLE, Ky .• 1925-37 
Price per 100 pannds ror 4 percent miD:: ...... 

I ,- , ... .- , ... ,- ,.,. , ... 
JanolU'Y __________________ . ___ ._ $2.73 sa .. $2." $2.711 sa'" sa .. 11.m Februar7 ______________________ .. 73 .. ., 2.19 .. ., u; ... , I. .. March. _. _____________ . ______ ._ ..... 2.21 .. ,. 2.11., .. ., "32 , ... 
~:: ::::::::::: ::: :::::::::: .... 2.:1, .. ,. ..32 1 .. 2.32 , ... 

.. 21 .. 21 .. 32 .. 32 .. " 2. .. I.'" lune. ________________________ ._ 
2." 2.21 2.21 2.32 U, 2.21 1.8< .July ___ • _______________________ 
.. 38 2.21 2.21 .." .... U, 1.87 Angust. _____ ... ________________ 
2.38 .. 21 .. '" 2.32 ... , .. " 2. •• September __________________ • __ 
"38 2.21 .. 32 .. " U, .. " .... October ________________________ ..... .... .. .. .." .... ..., 2. •• Ntwt!mber. ____________________ f 

"-'" 2.67 .. '" .. 79 .. " 2.20 "'II Deeembet __ . _______________ -.. ~ u. "70 2.70 2.711 .. .. .... .. .. 
YMt'. _______ • .... .. .. .. .. .. .. ..50 138 , .. 

...... Price pet 100 pcxmds f-or 'pen:ent mlIt: 
---

.032 '933 • 034 , ... ,ao 111117 

llUlnmy ______________________ 
'1.14 11.96 $2.00 sa .. ... " ..... F_ .. ----.. -_ .... _ .. ____ 1.73 .... .. III .... .. .. 2.9., March. ____________________ • __ 1.7t 1.8S "111 ,. .. 2.11 U2 

:t::_: :::::: :::::::::::::::::: 1.73 '.86 :to, .. ,. 2.1, .. '" i.n , ... .... 12' I." "18 June _____________________ • ____ 1." .... 2.07 ..... .. 28 .... July ____ ._ •. __ .• __________ . ___ .. '" 1." "07 122 2.112 .... August ____ .. _________________ .... .... .. 07 .... .. .. ...-
Septem,*,_. _. ____________ . _;_ 2.0, .... 2. ... ,. .. .. .. .. .. Oc&ober __ • _. _ ••• ______________ U. .... 2.0 • .... .. .. .. .. November __ .. ________ • _______ 10. 2.07 .. '" ,.22 .... .... I>tcem.her ____ • ____ • _________ . "00 .... .... .. .. .. .. .. .. 

Year ____________________ .... L .. 2. ,. .... 1M 2..,. 
Soun::e of data. U_ 8. Depllrt.u:.mt of Agrlcultunt priem {MODUl1y Fluid Milk Repon • .MarUt News s.v. 

.).1926-41. wei&b&ed averap of associat1oD prio!6 for cIt6s I anddus n milt.. Wl---37. 

TABLE 34.-RETAIL PRICE OF MILl< DELIVERED TO HOMES IN LoUISVILLE, 
Ky., 1925-37 

"""" .......... 
ManU! , ... , ... I "..., I .... ;1 .... ••• 

!3 .. i--,"- --U--
1J !2 

13 !3 I:: ~ 13 U .. .. .. 12 .. ....... ------------------------FebrtlalT ________ • ____________ _ 
Msrcll ______________________ . __ 

12 12 13 '2 13 12 .. 
12 12 12 !2 .. 12 l! 
12 I to ,. 12 II 12 !1 
12 , 12 12 12 .. '2 l! 
12 

LL 
12 !2 .. II 12 

!2 l2 12 IS .. 13 !2 
It 12 '15 II .. 13 12 .. .. 13 .. 13 !2 ,2 
If .. .. .. .. !2 12 

12.61 12.42 l2." , ..... .. 12.42 '1.32 

:1'.';' ______ :::::: ::::::: ::::::::::: 
Jun._. ________________________ _ 
July_ .. ________________________ _ 
August ________________________ _ 
~ptember __ . _____ • __________ _ 
Oetober_. ______________________ I 

~t~::~::~::~::::::~::::! 
y .... _______ . _____________ 1-1 --I 

Cents per quart; 

J~ ___ ~= ____________ II-...:::' ... .:,.=---I---.... -:IO-::--l--·-7::.-+-.... -::I2~-I--::~-I---:-:--
Pebru&rJ" _________ .___________ 10 I., U 10 
Marob. ____ . ______ .__________ 10 II U 1LI 

tJ:: .. ::::=~~:::::::::=:::::::~: : Pt g 
.hme _______ ._ •. " .. __ .________ 10 10 U 12 
luly .. __ ...... ________________ t.6 10.6 U : 
A~ __________ . __ . __ . ____ ._ JO 11 11 
Septembel-___________ . _____ .__ 10 11 11 ~ 

October __ ..• ______ . _______ .. __ 10 11 11 
Nonmhet-..... _. __________ ._. to 11 ILe 12 

Deaembel-- -. ------ - •••. - - ---. '--':::°-::-1---:';:' -:;-l--:;12:-:;:t--_:12::-::t---::-=+_-::-::: 
yflBl' _________ •... ____ .. 1 lUll til II I U.lt lLiK 

103!! ,,..., 
12 .. 
12 .. 
12 •• 12 .... .. .. , ... .. .. IS ,. ,. ,. •• .. •• ,. ,. .. i •• 
..... 1 an 
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TABLE 3S.-SPREAD BETWEEN PRICI!S FOIt FLUID MII:1t AND ('''':AM A"D 
FOR MANUFACTURING MILIt, LoUI8VILLIt, Ky., 1925-37 

Month , ... ,-
10 . , 
'" .. .. .. .. .. .. 
OIl 
52 .. 

Mon1b 
,II1II I .... 

lanusl'Y ___ ._ •. _._._ .. _.' ...•. n ,., 
February ___ . ________ . ____ ... _ .. '01 March ________ • ____________ . __ VI ':14 u.:::.: ::::: :::: ::::::: ::::::: .. 112 

'00 .. June _______ .. _" •• ____ •• _ ••. ___ '22 17 July _____ . ___ .. ______ . ___ . __ ._ m .. AuKtUt •• ____ • ___ .. ___ • ______ . '20 'ZI Be.ptember _ .• ________________ . 
'''' '20 October _______ ..• __ ._ ••. _ . ____ '''' lit November ________________ ". __ ''''' ,., 

Decem"", -.-. --.". -.. -._ .. _. , .. '30 

8ouroe of data: See tabla 32 and 33. 

OeD_ per 100 JIIIJUDdt 

I ... ,.,. ,. .. ... III 
47 .. " .. 47 17 .. 14 .. 
'" ,. .. .. .. .. 
'" .. .. 
'" 2, ., .. .. .. .. .. .. 
52 "" .. .. .. 7' 

Cpu per 100 poan41 

, .. , ... 
,<2 .. 
II. II) ,., 0' , .. '" 'fill '03 , ... 11. 
'00 , .. .. I,. .. 'It .. '00 ... .. 
"" 10 

.. .. ,. ... . , .. .. .. 
'" .. 

,-

M .. 
.. .. 
71 ,. .. 

lIn 
"17 I,. 
13' 
'41 , .. , .. 

,., 

, .. 

,. .. 
8' 
117 .. 
17 .. 
II' 
I .. .. .. 
'00 

'41 
'47 
1>, , .. ,,.. ... , .. 
11ft 
117 

'''" '''' .. 
TABLE 36.-INDEX NUMBERS OF PRICES OF OrNER FARM PIlODUCTB IN 

THE LoUISVILLI! MILItSHED, 1925-37 
[' ..... 27-'001 

Month , ... ,- "'" 
,.,. ,- , .... , .. , 

JAnuary ----- -------- ------- --- 110.0 ..... .... 100.1 124.2 110. • 7ft .• Febnlary ____ ._. ___________ . _ ._ 107.2 10 ... .... 107. & 1~.1 lOll. 1\ 71. .I 
M ............................ to.~. 1 101.4 .. .. 108.0 ..... 100 .• ,.., 
u.:;'~:: :::::::::: :::::::::::::: lOC. IS 100.0 .... 10ft7 , ... 1M .• n • 

lOS. 3 106. I) .... 11'.3 128.3 .... .... June ______________________ . ___ . 100.3 '04.0 ... , uaa • :m .• .... .... July ___________________________ , .... 101.1 ".7 113..7 1lR .• 92 .• .... August-_____________ • ________ ._ 110. 7 V't_7 87 .• 112.1 128.2 ".1 .... 
~ptt>mber _____________________ 

10&0 100.0 .... JUl. 128. J .... .., OctobN' ________________________ ,06. • 101.2 .... liz-a 177 .• .. .. al .• November _____ .• ___ • ___________ 111 .• un. 7 .... 1(5 .• 127 .• ... .. 7 December _____________________ . Has IOU .... IIt.O , .... .... ".., 
Year ______ • __________ • ___ ,""-, , ..... 80 .• 11%.3 121.1 .... M .• 

Month ,- , ... ,..- , ... .... '"" Junary _______________________ .... .... &0.1 ,. .. "'3 lZJ. J Fpbruary_ • ___________________ ... , .... "'-, • 2.0 ..... 171.1 March ________________ • ___ ' _._ .... .... &4.. .... .. .. 1201. Ii 

u.:;'.~: :::::: ::: :::::::::::::: .... 47. a- ... .... .... 126, II .... .... "'3 .... .. .. 1,.. .• June.. _________________________ "'., 61.R "", .... ... l~_J July __________________________ .... .... ... .. .. .... 1 JjS .• 
August_.~ _._. ______________ ._ .... .... .... En • ..., 121.4 September ________ • ___________ "'. .... 51.3 ... . .... 121&. 0 Octolx-r ___ • __________ • ________ ... t . M .• .... ..... .... 1:1) .• Nov('mtM'r ___________ . ________ .... .... ..... ""-. .... tJ6.' 
Dct"ember _______ • ____________ to.' ... &1.1 .... .... U4.-1 

year ____________________ .... .... .... ;U .. .. 123.1 



COOPERATIVE MILK MARKETING IN LOUISVILLE 81 

TABLE 37.-INDEX NUMBER.S OF FEED PRICES IN LOUISVIl.LE, Ky . ., 
1931-37 

[1932-36-=1001 

Month I"" 1 ..... 1 ... , ... 1 ... '1136 ".7 
lanulll'1. _____________ .. ___ ._. __ .. 13'1.2 ..... .... " .. lSS.n 163.0 IOU Ff'bruary _________ .. ________ ...... IM.O .. , .... "" , .... 1001.0 1 .... MfU't'b. _____________________ .. __ 

13e. () 67.' .... ... , .... , .... 111.2 April. ______ A ___ .. ___ .. ___ .. ___ ..... _ 

' ... 0 M.' " ... M .• 12"1.2 lOll' 1". 
M 81 .. ___ A_OW. ______ .... __ ,, __ ..... __ 130.3 ".7 eo. 0 .... "" .. """ , 1 .... June. ______ .. ______ ...... _____ .......... 

1'''' 63., .... '.<.3 1 • .., 111.0 l'i'b. 2. July _______________ .... _______ .... __ 
Uf.3 .... .,'-. 107.0 It\l. 2 138.' 1'''' A tlf[lL~l. ____ .. ________________ ...... , .... .... .... 119'.4 117.2 1M. I 1"" St'fltt'm ~ _ .. ____ 0 __ ..... ____ • ____ 112., .... "', 103.8 110.li 1 .... 129.0 Oetober _. _________ .. _______ ...... 74.2 "'.0 76. 2: 1 .... 113.8 1"'- 7 Ill •• N'ovumbEor .. ___________________ "'. " .. "'-. 128.0 1010.1 I!'ll.5 118.. 

DfOlImber ______ ._~~ •••••••••• _. n. f>7.7 81 .• 1 .... 104,2 IST.S .... 
Source of data: Ba'led 611 prkN &"! rcportNi by tim U. S. Department or AlUleulture: Hay and. corn In 

Kentuayand cottonseed mt'8.1. shOTts. and ~Iuten feed at Cincinnati, Ohio. Weights ol4O, JO.1O. 10. and 
19. mpectivel:r. WWP. used In making up tho index. 

TABLE 38.-RECEIPTS AND SALES OF ALL DEALERS REPORTING TO THE 
POOL IN LoUISVILLE, Ky., 1931-37 1 

. 
Volume: in millions or pounds I 

Jan. Feb. M ... A .... May , .... '01. A .... Sept. Oot. N .... Doe. y"" 
----

Total receipts: 
lU31 •• _ •... ___ .• 

-~~.-- ~- ---- . __ .. - -"'-- to.'" ... 7 .... .... 7.86 '1. fI 7.13 7." ifM>:88 1932 __ ••••• _ •• _. LO. 7." '.7U •• 94 n.n 9.61 .... "1. 7.01 7.17 .... 7.07 
1933 ____ ._~ __ ~~_ 7.31 .... 7." 7.7() 9.12 7." 7.'" '.56 .... 6.82 .. " "62 87 .• 1 1934 _________ ._ .... 5.87 6.5i 7.71 9.16 7.9' 7.M 7." •. 87 .. " 6.2 • .." ... '" UJ3.! __ • _________ .... ft." '.28 7.83 .... 7.98 7.42 ,.'" 7.U .... .... ..20 "' ... 193a .•.. ~. __ ._.~ .... .. '" 1.01 , ... .... 7.'" 7.00 7. ,. 7.62 7.41 .... . ... 86.01 
1937 ____ • ___ •••• .... .... 7.34 7." .... .... 7." 7.62 .. " 6.02 "'., 0.3. so. .. 

ClL~ 1 !IlkIs: 
1~1 __ .• _. ___ • __ . ---_. .. '-~- -4~ a- ... 7 .... .... .... '.OS .. '" .. ., .. .. -Sj:i. 1932 __ . _______ ._ 

'.27 '.21 "" U, .... Ul 4.10 "1. ..,. ..... ".12 
1933 __ . _ ••••• ___ .... 3.69 .... .. " 4.n .... 3.78 3.81 ... ., 4.2.'i '.00 . ... '7.53 
1934 ____ ._._ ••• _ 4.21 Ul .... .... U. 4.41 4.27 4.17 4.12 .. " .... .. '" 51. , 
l~ ___ . __ •• _. __ U. 4.<" ... ., 4.18 4.19 .... , ... t.19 3.117 "', .. 1. . . ., 019.82 
1936_ .. ___ • _____ 4.21 .... .... 4.31 4.47 .. " .... US .. '" .... 4.16 4.2. 51.45 
1937 ________ .. __ ... 0 .. 01 .... ... , U6 .... ~ll .... ..01 "'0 .... .... <II. 

C~II"': I93L_. ___ • _____ ---_.- .-.. ~- ~----- i:26- 1.111 L32 ... 1.06 ... 1.13 1.11 L" -ii""ij2 1932. _. ____ • __ ~_ 1.11 1." 1.16 1.'" 1.00 .M .... .7' ."" .1IO .'" UI33. __ . ___ . __ ._~ .77 .6b .81 ••• ... . O! .86 ... .SO ... .• 1 .M .. " 193(._ .. _____ ._. .M .68 • !OJ .96 :.13 . III! .'" .S8 .sa .W .s., .93 10.52 
11133 __ . __ •. __ . __ .88 .82 . " ... ... .82 • 81 . .. .1IO ."" ... .m 10. '" 1931'- __ • ___ ••••• ... .77 ... . w. 1.07 . m ... .TO ... . .. .7Il ... 19.31 
1967 :m .M • 110 ... ... . .. .82 .N .• 1 .SO .7Il ." . ... eta.. .. In"';-···· 
1931._ .... _._ .. __ _ ... .•. +-- - ._-- "i:iiI' 

3.01 .... '.77 .... .... 2.0. 1." .. .. ·37:72 1932 ______ ~ __ . __ .... .. .. 3.08 .... •. 41 S.11 .... 2.1 • . ... 1.'" 2. to 
1933 ____ . ___ • ___ HI 3.16 ... , "00 .... .... .... :too 2.19 1.7( 1.41 un ..... 
1934_ .•.. _ •• ~ __ . 1." 1." I." 2.211 U. .. '" u. '.5O I." I." ... 1. It 22.83 
I~ __ . __ .+.-.-- .... I. 46 1." 2.71 .,. .. " '.62 .. " .... un .76 1." U ... 
193& ____ ._----- 1. 41 1." 1." 1." S .... 127 1.1. .... 2.62 121 1." 1.82 ZI_19 
1m ___ ..... _ ... .. .. , ... .. 12 .. " .... .... .... '.n 1.00 1.02 1.11 1." ., ... 

1 ~ p. Jot ror dNlnU1<m or pool. 
I AdJusW to the a\'~ bul~ \eel of milk ~ and sold. and to uniferm ~ dellnlUons. 

Sourue of daI.a: Beoords!D tho omoe of the markel admi:Q.istmtor. Louisville, K,.. 
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TABLE 39.-SEASONAL VAtl.IATION9 IN RECEIPTS, SALES, AND PRIC&9 IN 
THE LoUISVILLE M.LK MAtl.KET, 1931-37 

.. _-
lntlel: or ___ ftrIlIUon 10 '-

Moo'" ..... Id -.. Total mlllr: ~utdmnlr: 
fftlPipU I oaIoo' 

....... mUll ..... _ . 
--

January ___ + •••• __ ".0 ".7 ".7 ... Ff'bruarJ' ___ • _____ .7.1 '1l2. , .... 7'/.' Msreb. __________ lOO . .fi tou un.", ..... 
~::::: ::::::: 10ft. 6 101.& 110.3: lUi. I 

126.1 100.R 114. ft , ... 
IUDe __________ • __ lIt.1 ... 107.2 , ... 
luly __ . ________ ._. un.v ou .... If" • AuRUSt ____ • ______ 106.6 .... ".1 121>.7 
September. _.'. __ .... .... VI • ... 
Oetobel' •••••• _ .•• ".a IIl2. , ... .. .. , 
November._ . __ ._ 8O' 100.6 VI .• M. December ______ •. .... .... .... 'U 

I Calculated by the WI'< ot l2--month movlolJ llV(O,...,. centered. 
I Based on monthly datA I'or an dfoskon in the pool. 
• Baaed on dall""Mage _lei of 13 conUnuou.: deaIon. 
, See \able 34. 

Flull'l m!1k .......... _. 
--.--... 

W .• 
to42 
t ... 
liJ'1.! 
'00 • 
00. 
VI. ... , ... ... 

101.1 

Source of data: ReoordIln the- oftlue 01 the market admJolatrator. LcJublvll"~ 1(,. 

. -------

Varbt ...... _. 
1m.1 ..... 
Ifill"" ... .. , ... 
10' ... 

t01 • '1M • "'" , 10'1,11 

- --- .---

--
"',UIU,,",' 

turin. mil' 

.-
",-' 

, .... 
1040 
102. ,. 

•• ".0 ... 
'" 
• 8 ., 

'02 ... 
'02 W . 

• 8 
I • 

TABLE 4O.-ACTIVE MEMBEtl.S OF FALLS CITIES COOPE ..... TlVE M'LIt 
PRODUCERS' AsSOC'ATION, 1931-37 

Numbaf' at end or mOlllll 
Manti! 

• oa, ,- , ... , ... .- .... 1m 

January .• ___ ._. ____ •• __ .. ______ --.. ----_. 1.Ml ~I" I .... 1.- I,MB t.an 

~~'-~:~ :::::= :::::::::::: ---------- I .... 1.150 I,OR4 I .... I."" 1.0117 -_ .. _ .. _ .. 1.433 l,1U 1,073 1.= "'" t. r.19 

~I:::::::::::::::::::::::::: : --_.--.-.. I .... 1.119 t .... l,ml'i .. , ... 
_._.- ----- 1,231 1,ImI' I.'" 1.614 ... .. ... luDe ___ •• _______________ • _._ •. _ ----- ._--- 1,214 1.109 1,011 I.Of'" .. , 1.011 luly _________ ._. _____ • __________ --._._---. 1,244 1. 10'1 1.000B 1.00" I.- ..... AUJn1!!\_. _______ • ___ • __ ••• ______ 1,237 1,102' I .... 1, oor. I .... l.tJlO September _________ • _. __ ••• __ ._ 1,612 , .... I.'" ...... I,OJ2 IiII7 1,01"18 October _____________ • __________ 

J,6.'i6 1,182 l,OGI 1,05J 1,001 .... ..... November_ •••••• _. ____________ 1.e.13 I,J73 I .... 1.04ft 1 .... VI' , ..... December • ___ • __ • ________ • _____ 
1.62St 1,168 1 .... 1.OU 1.007 ... ... 

Source of data: Recorda of tbe ueoclatfoa. Appros.tmace1}' 2.218 dld'erent produoen "ve r.a memhen 
lit ODe time or another. 

TABLE 41.-NUMBEIl OF MILK PRODUC"RS IIC THE POOL, 
LoUISV.LLE, Ky" 1931-37 

Numbllr lit end f1I montb 
MOD'" 

,..1 .... .- I'" ,- .... 
Ianuary ___ . __ . _." _____ ." _____ ." -----_._-- ..... 1,156 '.'" 1.1'23 1,01' 
1'."..,....._._ ............ _ .. _ ... -- .--_._.» I ..... 1.1~2 1.- I. 127 "" March ________ • ________________ 

------ --.- t._ 1,138 1.D7S LU. I.'" 
tr.:::::::::::: ::::::: ::::::::: ------.--- 1,.1., 1,127 1._ t,148 I .... 

-._------- 1,315 I,ll' 1.072 1,(J7ft 1.01'.10 June __ " . _____ •• ________________ 
------.--- I.m I,IOG 1,1+4 1.072 t.OO7 July ________ ._. ____ .•• __________ -- .. _----- I .... I. IIl8 I,IM' , .... I .... Augmt ___________ • __ ._. _____ • __ ---.------ ..... 1,106 1,1.56 ..., , .... September _______ • ______ • _. __ ._ -- .... ---- 1,212 1,100 I. III J,On I. """ 

~.-........ -.-... -.. -.... ..... 1,18& I .... J,121 1,011 I .... November __ • __ . ___ • ____ • ______ 
I .... Ip J78 I._ I .... '.- 1.071 

Deeembor._ ..... _. ___ ... __ ._ ••• 1.831 1,1M I .... I. J. 1.014 I .... 
Yeel' __ ••• ______________ ._ 

---------- ",311 1.114 ~I" I ..... ~ ... 

'917 

..... 
1.0M 
I.'" 
1.1)12 
1,044 

'.-1.-..... 
I. "'" ..... 
I .... 
I .... 

I .... 
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TABLE 42.-DAILY MILK DELIVERIES PER PRODUCER AND QUANTITY 

USED FOR FLUID MILK AND FLUID CREAM, LOUISVILLE, Ky., 1931-37 

Pounds dellverad per da)I' 

Month 

'113' , ... "". ,,.. , ... , ... '1137 

Deliveries! January. ________________ . __ ---------" '85 .,. , .. ,92 2M "" Fehruaiy _____________ ._ "._ -_ .. _---." "" 202 '113 ". m "" March. ____________________ _. -------- .., "'" "" ... ... ,.. 
u::::::::: ::::::: ::::::::: -- -------- 23< "" 2<, 227 23. ... --._--._.- .., 2M ". 2M "'. ... SuniL _____________ . ____ . _ .. -_." -----" 26' 231 232 ... ... ... July ______ • ____________ .. ___ -- _. ------ 220 21. 21. "" 220 ... 
August. _____ . __ ."."._._. _ .. m ... 213 .,. 

'30 23' Soptember __ ... ____________ ,0, 20!1 ,.. ... ... ..« October. ___________________ 1M '115 201 1 .. '113 ... '88 November. __ . __________ ... 1« , .. '01 113 '83 ... '81 December. _________________ If. , .. 1(;7 '82 107 ". ". 
Year. ________________ . _._ .. :!!!II ... ... ll20 ,.. ... 

Fluid milk and <!ream; January ________ ... ___ • _____ ----.---.- ,OS '37 , .. 14. '60 '44 Februat'Y ____ ._ ••••••• _._ •• ------- .. - 'l!O 135 16' , .. , .. '" March. ________ • ___________ -- -------" '24 '38 , .. lSI 172 , .. 
u:::::::::::::::: ::::: :::: .. ------.- 13. ". , .. '48 17. 162 

... ---.-.- '42 Hl 177 1M '711 , .. 
~!!f::_::~=:=::::::: :~::::::: ---------- '42 ". '51 '48 173 '51 

--------.- 138 '35 '41 '64 '04 , .. 
August _____________________ _____ -'-0- 127 l3S If' , .. '68 '48 Aeptilmber _________________ 

'-----ii<f 
, .. ". '47 107 168 1M Oetobfor __ • _______ •• ___ • ____ li .. 151) 1 .. , .. , .. , .. 

November. __ •• ____________ , .. 13, 148 147 '63 '04 , .. 
Deoem.ber. -._--- ------ -- _. 102 '38 '40 '48 ItI3 'M , .. 

Year _____ • ______________ • -- -----".' 13' 141 ". , .. '64 '63 

Source of d&ta: Record! In the oftlcc of the mnrket admInistrator. 

TABLE H.-INDEX OF CHANGES IN FI.UID MILK SALES IN LoUISVILLE 

RECOR.DS OF CONTINUOUS DEALER.S CORRECTED FOR SEASONAL 

VAlUATIONS 
[1931-SG-lOO} 

Mnntr.l '''I '082 , ... , ... , ... '''' 
,.., 

102.3 I, 97. j .... 00< 1 '00. • ., .. 
1os.1 9f 3 .... 100.3 100. " 96.2 

lOO.! ~: 102.8 1{l2.0 
U}l.4. t03.tI I .... 

los. j 93.7 
10';.0 "92. 7 
lOS. 8 93.9 loo.7 .7.4 103.2 , .... 
99.8 95 .... IOU 97.2 W ... '06.0 

loa .. 92.4 ... , .... 107.7 '00., 
lOO.2 93.2- .... 101. " 10!.7 1M. Ii 
lOll 9: 95.6 .... ..., IM.S 105." 
99.0 98.1 .... 101.4 102.1 Im,9 
98.6 96.9 .... , ... , 103.1 ItM.e 
98.:5 96." .... 101.3 104.5 106.2 

Sou"", of data: Reoordsl n tbe amee oJ tbe market admiuistrator. 
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TABLE H.-RATIO OF THE RETAIL MILl< PaicE LRvl!:L IN l.OUIAVILLIf 
TO THE LEVEL OF FACTORY PAY ROLLS IN THB UNITED STATU 

Month 

January • ______ • _____________ . __ 
February ••.••....••••..•••.... March •. ____________________ ._ 
April ... _____________ 0 ___ _ 

Msy.: .................... . 
June. _". _____ ._ •. _________ _ 
July ______________________ _ 
AUKU,t. . __________ • __ • _ . 
September. __ • __ • ___________ _ 
0ctober __________________ . __ _ 
November _______ .. _. ______ _ 
Decenlber. _-.. ___ " ________ _ 

... , 
.... 
112., 
7:1.7 
7ldJ ...... 
M • 
"'8 IDt5 

1M .• 

''''' . 115. I 
II&. 0 

1" ... -00-.... 

, ... 
161. It 
tOJ.5 
104.8 
112.1 
l11t" 
127.iJ 
13te 
)3.~ 7 
127.' 
122.7' 
t27.9 
131. 2 

'OIl 

13111.7 
128.0 
1:12< 1 
IMI.1 
127.4-
11/'1.7 
112.9 
1011.0 
101.0 
IOI.J 
ul8.a 
Uo.. 

, .. 
112.1 ... .... OD. ... ... ... , .... 
103.1 "". 11».1 ..... 

, ... 
. " .. ... 
81.8 

"" ... .. , 
• 00 • ... 
"" ." III' ... 

•• 
"'. .." ... ... ... .... 
OD' 
"" ... 
81. ... 
11.9 

'017 

.. . II, 
110 

'" "' . "" ,. . 
nl 
111 
11.1 07, ... 

ftOUrt"tl' of data: Indt'o~ or ",Iall milt priCl! (1932-3&-100; (tIfIIt '-ble 311) n:JlI'P.'lWrl u • _ It«'Nnhp at tht 
index of factory pay roU. rUKl2-36-100). LettwlndeJ:fmm Bureau of lAbor KtatlAlks. U. 8. u.,;.vtm.." 
or Labor. 

TABLE ·H.-PERCENTAGE OF SURPLUS OvEIt FLUID MILl< AND CkI.AM 
SALES IN LOUISVILLE, Ky., 1931-37. ADJUSTED FOIt SEASONAL V,\ltl­
ATIONS I 

Mooll> , ... .... .... I'" , ... ,. 
'1111 

lanuary •.• ___________ . __ . __ . ___ . ---> •. ., .. " 3ft .. .. FebnuLry. _._. __________ .. » ___ ... .. '" .. .. .. .. M arclI ____ . ____________ . __ . ____ .. .. .. '" .. .. .. 
tl:1~ __ ~ ~ ~~== ~ ~=~ :== :::::==== == .. ., 38 ., .. .. .. .. 52 31 .. .. .. 
JOI18_ •. __ • __ •••••• __ •••• __ • __ •• .. .. ., .. '" .. ., 
July __ • ________________________ .. .. 53 .. '" .. .. August ... ____________ • _. ____ • _ $I .. 6. .. .. .. .. Septem her • ________________ • ___ .. .. •• 31 .. AI .. Octoher ____ •• ___ • _______ • ______ .. .. I. '" .. .. '" November _. _________ • ______ • __ .. .. .. ., .. '" .. December _. _____ . __________ • __ • OJ .. .. .. .. " .. 

1 For all reporting de&len. 

Source. of data: Ret-ords of the U8OOI.atkm. 

TABLE 46.-PERCENTAGE OF NORMAL RAINFALL I" loUISVILLE, Ky., 
1931-37 

MOD'" 

'03' , ... 'III .... I- .... "'17 
January .. _. __________ . _________ .. . .. 116 .. .. .. '" February ___________________ > __ 

8' SO .. •• .. '" .. Mar-eh __ ._> _______ •• > ________ •• .. .. ... .. 1M .. 11 

:t::::::::::::::::::: ::::::::: .. 81 "" 11 17 .00 '116 52 11 .. , ", ... ,. '01 June __ . _________ . __ OM. _______ ._ .. 73 .. 112 ... • "" July ______ . ___ >. ____________ • _._ <7 100 UlO ., 
"' to .. Augost:. _ . _______ ._ .• ___ ._. __ • _ > .. ... .. ." WI .. 1211 Se-ptember _ • _______ • __ • _______ . , .. I,," , .. 'ID .. , .. ,. 

Octobor ..••• ···.·.··-•• · __ •... _ .. "' .. :to " '21 ... November ..•. ___________ ._. ___ .. .. .. .. .. II • .. December ... _ > _ • __ • _0 ____ • _0 ___ 107 .41 .. .. "I " .. 
YeeI" _. __ • _______ • 0 _. ____ • 

11 ., 10. .. OM ! .. ... 
............. :u .•. -. .. __ w __ -_ 
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TABLE 47.-LEVEL OF THE AVEllAGE PRICE FOR MILK RELATIVE TO 
PRICES FOR FEED, LOUISVILLE, Ky., 1931-37 

Index orrelatlvemtlt: prioe (1V31-31-100) 1 

Month 

1 .. ' .- .... , ... . ... .936 .937 

---
lanuary __________ .. _. __________ ---------- 111 ... ,oa ., .07 81 Febru&r7 ______________________ 

US .33 ... •• .00 ,. March. ________________________ 
ll? 121 ... .. '" 

,. 
:r.~~.: ::::::::::::::: :::: :::::: -------12- '''' '" ... ., .06 n 

'" .08 III ., 107 .. June. __________________________ 

'" 120 .06 101 .. UO n .July ___ • ________________________ 
78 "" 

., .. .. .. 71 Augus'-___________ • ___________ .. ,.. .. •• .. • 2 .. September. _________ • __ • _____ ._ ... "" O. 77 ., 70 .. October __________ . _______ A _____ ... . .. 102 70 03 .. 117 November. _ • __________________ .,.. .44 , .. 82 .. ., 128 DtIOOmber ______________________ 
'20 '46 1 .. .. '02 .0 '26 

I Average price for grade B mUll: divided by the average reed prIce, thus measuring the changes In tbe 
purchasing power of milk: lD terma of teed. Milk pdce edjl18tOO. tar seasonal vartal.tons. 

The fl'l!d. prices 81'f! oomposlt.e and are oomp(X!led of: 40 percent bay; 30 percent corn; 10 parceo.' cottonseed 

~~~i!r:lt~~~;i~tg)ULenfeed. 

TABLE 48-.-LEVEL OF THE AVEllAGE PRICE FOIl MILK IN LOUISVILLE 

RELATIVE To PRICES FOR OrSER FA"'" PRODUCTS, 1931-37 

...... 
1931 

lanuary ~ ___________ . ______ . ___ , 

:::ct~~~:=::=:=::===:::::::: 
-,---,----

AprlL __ • ___ ••• __ ._. __ •• __ • __ , __ ----OF_saO May, _ • _________ , ________ F. _. __ 

June ___ , __ • _____________ , _ , • _._ .. July __ , ___________ •• ___________ .. Augu!t.. _______ , ~ _______ ~ ______ 10. Sl1'plembar. _________ , _______ • __ ... October.,. _. _______ • ___________ 11' NOV&nlb(or ____ ._. __ • _____ ._. ___ 102 December", _. __________ ~~ ___ , __ ... 

Indn ofrelaUvs milk prlOf (l~HI7-1OO) 

, ... .938 ,,.. I,.. .... 
110 II' 120 g, .. 
121 I1fi I .. •• .1 
123 II' I .. .. .. 
I1fi 11. .:17 OS s. 
12' 11. Ill!> .S •• .28 11' 133 .. 0' 
132 ,oa 121 SO or 
.20 107 11> 77 •• .35 '00 I" '2 .. 
133 ... 11. SO .. ... , .. 116 •• .. 
.23 111 110 .. o. 

10111 

'" 72 

'" '" .., 
67 ., .. 
as 
13 
72 
13 

Source Qf dew Avenge milk nrl08 divided by the index or other larm pdees. thus measurIng the change! 
in Lhe purebaslni" power of milt {n tenns ot otber tum prOducts. MUk prlce adjusted lor Ma.'lDDlIIl V8l:iations. 

TABLE 49.-SPREAD BETWEEN AVERAGE PRICE FOR MILK IN LOUISVILLE 

AND PRICE FOR MANUFACTURING MILK, 1931-37
' 

Spread lD. cents per 100 pounds 

M .... \--,---,---.--,---,--- ,.----

lanuary_. _______ ~ _______ ~ _______________ _ 

:!~~~~:::::::::::::::::::: :::::::::: 
~I:: ::::::::::::::::::::::::: .... "'n' 
Jun(ll" ____ ~ ______ ~ _____________ • 71 
luly ___ ~.___ ____________________ 58 
Auitmt. ___ . __________________ , 18 
Solptetnw • __ • ____ .____________ tI& 

~':~bei:::::=::::::::::::::: :: D&oembel' _______ • __ • _____ .____ 66 

.... 
.. 
OJ .. ,. .. .. ., 
" .. 
" ,. 
58 

t Both prIo& ~ adjusted for seuonal vartat1ool. 

8ouroe or data! 'hblal1 an4 Ii. 

.... .. 
73 
7. ,. 
•• M .. 
" 77 

" 71 ,. 

, ... 
I •• •• 1< ,. 
7 • ,. .. 
50 ., 
51 .. 
" 

.... 
•• 37 ., .. 
7< 
50 .. 
73 .. 
14 .. .. 

, ... 
•• .. .. .. 
" TO .. .. 
7 • .. .. .. 

.937 .. 
.1 .. .. 
'" '" .. .. .. 
" .., 
01 
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Appendix B 
Statistical Notes 

Correlation analyses were used to aid in the inrerpretation of the 
relationship between the volume of fluid milk sales and adjUBtM retail 
milk prices, and also to study the influence of several f .... tol'll atr .... ting 
the volume of surplus milk in the market. The results of tlll"'41 
analyses are given briefly in the following notes. 

1. MomMy ""lume oj jluiJ milk aala.-Dependent variable: Ji'lllid 
milk sales of Louisville dealers with continuous records. May 1931-
December 1937 adjusted for seasonal variations, illdt'lll num"" ..... 
1932-36=100. (See reble 45.) Independtmt variable: Retail milk 
prices in Louisville adjusted by the level of faCtory pay rolls. May 
1931-December 1937, index numbers, 1932--36= 100. (SEoe table 46.) 
The coefficient of correlation between these two variahles was +0.518. 
Assuming that these data meet the nec-ary requirements from the 
point of view of sampling method, the "reliability chart" prepared for 
this purpose, may be used to indicare the statistical significance of t1u. 
measure of the correlation. With 2 constants in the regr.-ion Niua­
tion and a total of 80 items, a coefficient of correlation of 0.285 would 
appear in only one case out of 100 by chance." The correlation of 
0.518 is well within the range of significance, therefore, from a sta­
tistical point of view. 

From a more practical viewpoint, the coefficient of correlation 
squared is only 0.268, so that 0.732 is the coefficient of nondetermin .... 
tion, meB.Ding that 73.2 percent of the total variations in ftuid milk 
sales are unaccounted for by the straight line regression b ....... J on 
retail milk prices. Another somewhat similar analysis shows that the 
standard deviation of the original sales data (average of the aqua.-..d 
deviations of the individual items from their mean) is but little 
higher than the standard deviation of the sales data estimated from 
the equation based on prices. In other words the standard error of 
estimate is only 14 percent less than the standard deviation of the 
original sales data. 

2. MomMyoolume oj BUTplu milk in the ma.-ket.-Dependent vari­
able: Volume of surplus milk as a percentage of fluid milk and fluid 
cream sales. August 1931-December 1937. (See table 47.) Inde­
pendent variables: 

(a) Amount of rainfall in the area during the 3-month period ending 
with the current month, expressed as percentage of normal. (See 
table 48.) 

U Davies. G. B. did Yod!r. D. Boa- S'etW.... Jm'. p. ... 
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(b) The pool price for market milk expressed in terms of the price 
level for feed in the area for the 3 previous months. (See table 49.) 

(c) The pool price for market milk expmss~ in terms of the price 
level for other farm products in the areo., average for the 3 previous 
months. (See table 50.) 

(If) The spread between the pool price for market milk and the 
price level for manufacturing milk in the &rea, average for the 3 
previous months. (See table 51.) 

AIl of the variables were adjusted for seasonal variations where 
such variations were of any importance. The variables selected and 
the periods of lag used were determined by comparisons of graphic 
illustrations, and by logical reasoning. With rainfall, for example, the 
eHect of a deficiency one month might be almost offset by a heavY 
rainfall the preceding or following month. With reference to pool 
prices, the price for a given month is not known to producers until 
after the middle of the following month, and in addition there may 
need to be some lag between the producers' first knowledge of a change 
in price relationShips and their ability or willingness to increase or 
decrease milk production. The lag and the combination of 3 months 
data for the independent variables seem justified for these reasons. 

The coefficients of simple correlation were as follows: 
Between the volume of surplus and variable a, plus 0.39l. 
Between the volume of surplus and variable b, plus 0.392. 
Between the volume of surplus and varisble c, plus 0.318. 
Between the volume of surplus and varisble d, minus 0.065. 

With 2 eonstants and 77 items, the first three of these are significant 
on the basis of the reliability chart. The fourth is not significant from 
this statistical point of view. 

The coefficient of multiple correlation between the monthly volume 
of surplus milk and the four independent variables was 0.56 which is 
relatively low although well within the range of statistical significance, 
assuming an adequate sample. This multiple correlation coefficient 
may be interpreted to mean that varistions in these four factors, on a 
straight line regression basis, a.ceount for almost 32 percent of the 
monthly variations in the volume of surplus milk, leaving about 68 
percen"t unaccounted for, or 0.68 as the coefficient of nondetermination. 

3. Qua,r/erly ""lume oj surpl'U8 milk in the market.-Dependent 
variable: Volume of surplus milk as a percentage of fluid milk and 
ftuid cream sales, July 1931-December 1937, for each calendar 
quarter. 

Independent variables: 3-month averages for period ending with 
first month in the calendar quarter: (a) Amount of rainfall as a per­
centage of nonnal; (6) pool price for market milk expressed in terms 
of the price level for feed; (e) pool price for market milk expressed in 
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tenns of the price level for other farm produl'tll; <til opread ootw .... n 
the pool price for market milk and thll price level for manufacturing 
milk. 

As with the monthly volumes of surplus, seasonal variations W"I'I! 

eliminated before the monthly data were combined into 3-month 
averages. The lags used here were obviously tIOmewhat different from 
those in the previoUll analysis, although none the 1_ logi~al. 

The coefficients of simple correlation were as follows: 
Between the volume of surplus and variable II pluA 0.378. 
Between the volume of surplus and variahle b, plus 0.422. 
Between the volume of surplus and variable c, plus 0.368. 
Between the volume of surplus and variable d, plus 0.455. 

All of these except the first are higher than in the previous analysis, 
but because of the small number of items, 26 in this eMe, none of th_ 
is highly significant statisticaDy, based on the reliability chart. A 
coefficient of about 0.39 could be expected here in about 5 C88eS out of 
100 due to chance. 

The mUltiple correlation coefficient here, however, w .... highly 
significant, assuming satisfactory sampling, from a statioti"./11 point 
of view. It was found to be 0.764, or somewhat higher than in the 
previous analysis. This means that approximately 58 percent of the 
variations in the quarterly volume of surplus can be accounted for by 
the straight-line regression based on these four factors. 

From the standpoint of logic there are reasons for believing that 
these four factors might account for more of the variations in the 
volume of surplus than these mathelIl&tical relationships suggllllt. 
In this connection it should be emphasized that there are several 
rather rigid limitations in the use of such statistical analyses. For 
example, adjustments for seasonal variations are made on a uniform 
basis throughout, whereas the variations due to seasonsl factors are 
not the same in successive years. Also the period of lag was uniform 
throughout, whereas on a practical basis producers are probably 
much more sensitive to price changes at one time than at another. 
The relationship between the various factors may well have been 
curvilinear instead of in the form of a straight-line regression during 
partiCUlar periods. . 

o 
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