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Summary

N THE States of Ohio, Indiana, Eentucky, and Tennessee, there

were 46 milk cooperatives active at the close of the year 1937.
These 46 associations and 2 others with headquarters outside the 4
States but having producer-merbers and outiets in the area, served
all but 1 of the 20 metropolitan population centers, as well as many
smaller markets. Some of the organizations operated exelusively in
orie 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 m 1938 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 eoopera-
tively. .

Types of milk assceiations in the area range from the small strictly
bargaining organization with no fixed asssts and a limited marketing
program to the large association distributing milk at retail and
operating with more then » million dollars in plants and equipment,
Altogether, there wers 30 strictly bargaining associstions, 4 bargaining
associations which take title to the milk and handle the payments
to producers, & bargaining sssociations with surplus-manufacturing
* plants, and 7 milk-distributing associations operating in these States
at the snd of 1937. In addition, 8 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 organizations 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 & rather
general expansion of servies activities, and & few changes in basic
organizational structure.

In the Louisville market, the Falls Cities Cooperative Milk Pro-
ducers’ Association, which was selected for detailed study, has had to
face many of the problems common to milk associations, especiaily

m



Iv SUMMARY

bargaining cooperatives. In this market of more than 400000
population, with annual graded-milk receipts of about 100 million
pounds from 1,350 producers, the Falls Cities sssociation representa
about 80 percent of the milk velume. Its program has been compre-
hensive, and, according to analyses made in the course of this atudy,
successful to a marked degree. A new independent associstion hea
been active in the market since 1933.

The program followed by the Falls Cities association has bheen
strictly that of a bargaining association. 1t has always been well-
financed, however, and has steadily developed its service and lnhora-
tory work and its educational work among producers. Although there
has been a control program in the market since 1934, there has been
no decrease in the assoctation’s interest in or attention to price levels.
The general promotion of milk sales for members is the most important
part of its program. Second is the laboratory and serviee work,
covering 8 wide variety of activities; end third is the work in mem-
bership relations.

As a sales agency, the Falls Cities association operates with exclu-
sive or full-supply contracts with both producers and milk dealers,
Members can sell only through the association but are guaranteed a
market every day. They are assured of payment for the milk and
receive the same prices per unit as other members. Contracting
dealers agree {0 buy only association milk but are guaranteed adequate
supplies at prices the same as those paid by other contracting dealers.
With these relationships established, the rest of the association’s job
involves (1) advertising milk, (2) heiping deslers with competitive
preblems, {3) trying to keep seascnal and annual supplies in line with
demand, and (4) trying to maintain the highest price levels for milk
which can be justified by market conditions.,

Seasonal variations in receipts have elways been a problem with
the Falls Cities association. 1In 3 of ite 7 years of experience there
has been an extreme shortage of milk in the fall, and in 4 of the 7 years
8 heavy surplus in the summer. A base-and-surplus plan o encourage
more uniform shipments was used from February 1932 through
July 1934, and to some extent accomplished this purpose. Producer
discontent forced its abandonment in 1934. QOther conditions,
including a new health ordinance in 1932 and a marked increase in
the average production per dairy, helped to decresse sessonal veria-
tions. However, 2 number of pertods of extreme shortage can be
traced to adverse weather conditions. .

The volume of surplus over fluid milk end cream sales, sdjusted
for normal seasonal variations, declined sharply from the early pert
of 1932 through 1934, but except for the drought period in 1936
increased steadily from 1935 uniil the early fall of 1837. The amount
of rainfall, the price of milk in relation to the prices of feed and of



SUMMARY v

alternative farm products, and the price spread between market milk
and manufacturing milk were factors which affected the volume of
surplus. 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 twe of four periods of excessive receipts.

Asscciation 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 (fuid miik) price of the association
averaged $1.20 per 100 pounds higher, its class II (fiuid 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 Il averaged 12 percent, and class 111 averaged
31 percent.

Since the Falls Cities sssociztion was started, the blended price
paid producers for milk of all classes in Louisville 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 exactly the association’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.
eity} in 1932 to 51_6 percent of tire total in 1937.

The Falls Cities association has developed a broad prozram of
laboratory and service work, i}x&_:ll}difgg checking of butterfat content
and milk weights, help in gdlving Jpraducers’ 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 fo 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;
locel 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 office by about half of the members ot least once &
year. Each member has an opportunity to vote (1) in the nomination
of his district director every 3 yvears, (2) in the election of all directors
at the annual meeting, and (3) in the election of local officers each
year who make up the advisory council of the association.

Persona!l interviews with 277 milk producers shipping to Louisville—
about 22 percent of the total located in all parts of the milkshed—
showed the following general characteristics: Size of farm, 210 acres;
size of herd, 18 cows; daily production, 40 gallons; distance to market,
26 miles; years shipping milk, 14; and cost of meeting the requirements
of the health ordinance, $402. More than 75 percent of the 227 Falls
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Cities members in this group have been members of the association
since it started,

More than 90 percent of the members interviewed felt that the
Falls Cities association hed improved market conditions and, on the
whole, had been worthwhbile to them. Greater bargaining strength,
service work, and representation of producers’ interesta were the
principal fectors mentioned that had helped to improve conditions.

Although variations in local conditions imply that some of the asso-
ciation’s methoda would not have been so successful in other marketa,
both the management and the members of the Falls Cities Cooperantive
Milk Producers’ Association feel that it has accomplished much. They
recognize, however, that opportunities {or service may be even greater
in the future and that new problems may appear if the trend of
prices ceases to be upward.

39886
3928



Cooperative Milk Marketing 7

Louisville and other nearby cities

- Nature and Purpose of Study

S A part of the dairy marketing research program, the staff of
the Cooperative Research and Service Division has felt that a
description of the nature of the milk-marketing problems and the
manner ic which they have been met by cooperaiive 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 Ghie.! The present study is mainly s detailed analysis
of the assceiation in Louisville, Ky., but also includes some discussion
of milk-marketing conditions end 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, esps-
cially the bargaining associations, center around the need for devel-
oping & definite and comprehensive marketing program which is {1}
flexible enough to allow adjustments for rapidly changing economic
conditions, and {(2) broad enough so that governmental control of
prices will not affect too greatly the value of the associetion 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 become more important when there is control.
Membership relations are of prime importance in ail cases.
Nora.—Appraciation fs dus 1. B. Roberts and H. B. Price of the Dspartment of Markets and Rural
Credits. Tniversity of Kentucky, who cooperted in planning and ocllecting the Informstion Ior the por-
tions of the study dealing with tho Louisville market. The authors alsa wish to scknowlsdge grasefully the

a=sistance glvan by the office of 2he Fedaral Market Administrator and the Falls Citles Cooperativa MEk
Producers' Azsnelation.

* 8titts, T. G., and Walded, Wm. C., Milk Cooperaiives in Four Oblo Markeis, . O. A. Boll. 18, -
73 pp. Hlus, 1087,

i



2 FARM CREDIT ADBMINISTRATION

The Louiaville milk market, and particularly the Fallse Cition ("o
operative Milk Produrers’ Association, were selocted for detailed
aialysis in this study for a number of reasons. Chiel among these
was the belief that because of the representative character of the mar-
ket conditions snd the nature and success of the association’s program,
the results of tha analyses should have a broad application to other
cooperatives and be of wide interest to students of cooperative mar-
keting. The specific request for such a study by the board of directars
of the association, the opportunity to cooperate with the State aygri-
cultural experiment station,? and the availability of statintical infor-
mation in the office of the association and the Federnl Milk License
Administrator greatly facilitnted the study and influenced the selection,

In addition, the Cooperative Research and Service Division made
contacts with a number of the other associations eperating in these
four States, and this information, together with that already svailuble
in the files of the division, formed the basis for a somewhat hroader
survey of all milk associntions in that area. The study was mude
during 1937.

The purpose of the study has been, first, to present s general
description of the development and problems of cooperative milk-
marketing sssociations in the States of Ohio, Indiana, Kentucky, and
Tennessee; and, second, to analyze, and as far ss pussible, to sppraise
the methods used by the Falls Cities Cooperative Milk Producers’
Association in attempting to solve these problems, and to study in
detail the various parfs of its marketing program, The information
developed in this way should be of assistance, first, to the association
and its members in Louisville; second, to other assoriations in the area
considering modifications or changes in their marketing programs;
and, third, to the milk associations in other parts of the United States
which are faced with similar problems.

In the study of the association’s marketing program in Louisville,
the procedure involved two approaches. The first was to analyze in
detail all the statistical information available in the office of the asso-
ciation and in the office of the milk-market administrator of the Fed-
eral control program. The second was to visit personally approxi-
mately 22 percent of the producers who were active members of the
association and to ask them about 10{ questions regarding the
various activities of their association. The replies to these questions
formed the basis for an appraisal of members’ attitudes toward the
association.

The first section of this bulletin is devoted to 8 general description
of milk-marketing conditions and the manner in which cooperative

# Rlight differences between the stalisiica! anaiyses in this report and that prepared by the Universiiy
of Esntucky are die to minor diffsrences in alcisistions tather thab o diflerences in basic dats.
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milk marketing has developed in markets in the four States. This
is followed by a more detailed discussion of the same type pertaining
to the Louisville market and the Falls Cities association, tracing the
development of its program. The next sections 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 achisved 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

T THE close of 1937, 46 cooperative milk associations were active
in the four States making up the fourth distriet of the Farm
Credit Administration—COhio, 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 tmpor-
tant changes in marketing methods have been frequent since 1932
among many of these older milk cooperatives.

A number of perplexing problems have confronted the milk associz-
tions in these States. One of the most important has been to deter-
pine which marketing functions can best be performed or closely
supervised by the cooperstive 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-
tices 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 association of milk producers seek to perform?”

Functions which have become important from the milk assoecis-
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. Somse associations have
taken over the producers’ pay roll. This ordinarily means collection
from the sale of milk, computation of the net blended price, and the

! Surplus ik may be defined as ihat part of the supply in excesyof iie requirements far fnid milk and
weam. .
-.’5 - . i
? N



4 FARM CREDIT ADMINISTRATION

distribution of individual returns to members. With price leyels and
other conditions changing rather rapidly, and to some extent being
governed more by outside forces, many associations—including the
Falls Cities Cooperative Milk Producers’ Association in Louisville—
have greatly expanded their socalled “service” programs. They
have given increased attention io cooperative purchasing of supplies,
field service, checking of weights and butterfat tests, and to quality
problems. A few associations have changed the basic type of their
organization, shifting from a strictly hargaining organization to an
association with surplus plants, or they have gone into the milk-dis-
tributing business.

The presence of a control program in the market has to some extent
lessened the confidence of the new associations seeking to develop
definite operating methods or marketing programs. Many of there
same conditions confronted the older associations in their early experi-
ence immediately after the World War, when price levela wers chang-
ing rapidly and the Federal Milk Commission of the Food Adminis-
tration was exercising some control over prices and marketing prac-
tices.* At any rate, the problem of developing the type of program
best suited to local conditions is still before many of these newly
formed associations and must be met if the associations are to become
permanent and succesaful business agenta for their members.

The problems of promulgating sound price structures, and of build-
ing close relationships between the members and the association, have
never been more important than during recent years. Both have
been exceedingly difficult with pressure for lower pricesfrom dealers
and the public, and pressure for higher prices and lower marketing
costs from members. Changes in economic conditions which affect
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 unless its price
policies are sound.

These problems are of current importance to the association in
Louisville and to cooperatives in other cities in these States and else-
where. The operations of State milk-control agencies in Ohio and
Indiana and of Federal control programs in one or more markets in
each of the four States named {p. 16) have had and are having a
significant influence. The organization of many new. associations,
the types of programs they have adopted, and a pumber of changes
in methods of operation among older associations can be attributed
in a large measure to the control programs in effect. Other changes
can be attributed more to changing price levels and businesa condi-
tions. At the present time most of the new associations are still in

¢ King, Clyde L., The Price of Milk. 336 pp. iHuos. FPhiladelphis, 1933. Bes pp. 1012
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the process of working out their markefing programs. A number
of the older associations are also making changes, experimenting with
new types of cooperative activity in their markets, and are operating
slong 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 masociations now operating represent
all the types found in any part of the United States. Before dis-
cussing the development and the problems of these organizations, it
should be helpful to describe some of the milk-marketing conditions
found in thsir sales and production areas. °

Urban Population

A marketing organization of fluid-milk producers has Lttle oppor-
tunity to render real service unless thers 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 smsll as to
make the costs of operating an association excessive on a per capits
basis. This is particularly true of the bargaining type of association,
members of which deliver their milk in unprocessed form to private
milk dealers,

Slightly more than half of the total population in the States of
Ohic, 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 population in the district and more than
half of the residents of cities of 25,000 or more were in Ohio.

TasLe 1.—PoruraTioN of Ouio, INpiana, KENTUCKY, AND TENNESSEE
v 1930, AccorpinG To Ursan and Rural Areas AND ACCORDING TO
Bi1ze or Crries

Area Ohto Indians | Kentucky | Tennessee Total
Cities of 100,060 or moOrs. . .o 3, 843, BOE 78S, 978 307, 145 832, 500 4,390, 130
Citlos of 25,000 36 00,008 __..ocooiooo o 734, Do4 474,215 203, 347 2%, 08D 1,437, 808
Citios of 15,000 $0 28,000, ..« o oceea 317, 405 247, 807 89, 411 46, UB1 800, 907
Cittos of 5,000 ko 16,000, .o ~--....-.--- 350, 035 172, 871 119, 481 2O, 184 744, 431
Siher UTbAN ATEB3. .. ccimre e 233, 183 125,024 85,072 93, 37¢ 535, 783
Totsl urbsn population. . .ceveeeao.. 4, 507, 371 1, 708, 892 790,028 8068, 538 7,008, 827
Rural popaAtion. . <o ceoooomoooeeos 2,139,326 | 1,442.611 | 1,815583] 1,70 018! 7117 &8
Total populstion . ceeenf B8, 0071 5,288 508 )L 314,830 1 2,818,556 { 15 118,348

Source of dats: U. 8. Department of Commeros, Burean of ths Census, Fliteenth Census of the United
Staies, 1830, ¥, 1; Popuistion, tables 0 and 19,
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LOCATION OF
PoputaTioN CENTERS - .
1n THE FouatH 2 .
DISTRICT OF THE e
Farm CrEDIT . . .
ADMINISTRATION ° . 3

1930 M L
A -3
(- :
districtz (1936} - *a. ]
POPULATION

B/0G. 000 and over .

©25,00015 99.999 2 \
QF0.00C to 24, 99¢

prorem Metropoliten

Ficure 1.

In each State are several large urban districts and 2 number of smaller cities,

Of significance in milk marketing is the fact that many of the cities
of 25,000 to 100,000 population are practically suburbs of larger cities
end a definite part of metropolitan districts? There were 20 such
metropolitan districts located partly or wholly in the four States in
1930. (See fig. 1.) Among these are all the 18 cities of 160,000 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
a great many smaller incorporated towns. In 1930 there were 43
separste markets having an aggregate population of 25,000 or more,
although in 3 of them—Chicago, Wheeling, and Huntington-Ash-
Iand—the bulk of the population was outside the fourth district.
There were also 43 separate markets with between 10,000 and 25,000
population each. For only 6 of the 46 associations in the area was the
principal market a city of less than 25,000 and for only 3 was it & city
of less than 10,000 population.

} Defined in the 1930 Cansns as & contignous sres io which the population of uo minor civil division s less
thap 150 per square mile and It which the oggregate popuistion is 100,000 or inors,



CDOPERATIVE MILK MARKETING IN LOUISVILLE 7

Production and Use of Milk

More than 11 billion pounds of milk is produced annually on ths
farms in the four States of Ohio, Indiana, Kentucky, and Tennessee,
In 1634 cows were milked on 830,000 of the 1,008,000 farms in thess -
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 soid at whole-
sale as whole 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 railk 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. Butter 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
sonuel total commercial milk supply, or 2% billion pounds, is used as
fluid milk or fluid cream by the people not living on the farms whers
milk is produced. About one-third of this fluid supply was purchased
directly from the producer in 1835 and 1936.

TasLe 2.—Propuction, DisrosiTion, and Proouer Use oF Mk v
Ouio, Inpiana, Kentucky, anp TeExnwessee, 1935 anp 1935

Item 03 e
Mitlien Aftition
posndy pounds
Produoction; Tots} milk produced on farms_ . — 11,125 11, 11%
Disposition:
sed on larm where produoed:
Pedtoealves ..o e mmmmme—— ] 248 235
Made lnte farm butler ... .. .. J— 1,641 I, 308
As whole milk er exeam for foed __ ... ——an 1, 858 1. 818
Total. e - 3,747 3,373
Seld in onmmorelal channels:
Retailed a5 iuid mik or oream. .. .- . 28 Bid
Skimmed and soid as butteriat .. . mamie i - 3.0 %, 832
Wholesalod as wholemttk . __...... R - 3,45 3,808
b1 Y — - . 7,378 7. 54
?mﬁuet use of commersisi supply: )
But e e mMmeesiaieesesemmREEEEEEmmaSdeAm e ee————- -t ————a 3,538 B %]
Eva;mmed of contiensed milk. . ... ceeemacammeaena aman 861 37
BB . L oo iiec e acamesme—meeaeenvammEsTESEEiEiamsomoabmemmoan 485 508
[eemm-.-.__._.._---....__._._.4_-.-----.-. ..... - 85 s
Dry milk produets. ... ... et m et . ——— 13 0
Total manufactursd produsta. el 4, a32 4,592
Fiuid mitk ot fluld cream s mmseUeS o mcmeecommemmm e amrma. 3, 446 . Loz

Souroe of data: 11, 8. Departmsnt of Agriciiiure, Boreau of aral Essnomies, mimsopraphed
releases: Milk Equjvelent of Productlon of Manuiactured Dalry ucks, 1638; and Milk Prodnstion
Dtilization ln ths United States, 1834, 1935, and 1930,

$ U, 8. Dspartanent of Cominsros, Burean of the Census, Consus of Agriculture, 1085, v. 3, table i,
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It is significant that with only one or twe exceptions there are &
number of creameries or condenseries close to or in the supply areas
for the larger fluid-milk markets. (See figs. 1 and 2.) This implies
that prices for manufacturing milk are a competitive elemont in most
city markets.

Development of Cooperative Milk Marketing

The first efforts in cooperative milk marketing in those States
centered in northeastern Ohio and came before 1900. Before the turn
of the century there had been two associations in Cloveland and two
associations in Pittsburgh. Both of those in- Pittsburgh ineluded
eastern Ohio producers. There were also three associations in Chicago
before 1900,7 each of which probably included Indiana praducers ship-
ping to that market. These early associations, however, have long
since gone out of business,

LocaTion oF

PLANTS FOR — R P %%
L 2 alfefn® :.- ]k,
MANUFACTURING [°]e 5.1" oy S0 N = B Yy
] e [o% 2 b1 1L ,',: pLg - o8 ol Ulee's
Butver, CHEESE, [[[s 15 xe"["]s¢ el e ioas] e et W e
o a s » - > ¥
AND CONCENTRATED |3 F—p RN G i ’:.: O PARR L .| e
MiLk ProDucTs s S i e A AL 214 -
IN THE FOURTH .: = ’. :..-Q_L:: '.. :0.- o < - .':. M
DISTRICT OF THE [{o[o [T o leai o on Basla e} 2rog * o [ra [t s (e
= bt 5.1 I T i (3 - ﬂ' e 2
Farm Creoir . . o 107 RPLA TR
ADMINISTRATION [ o Y U oy e 1Y i
1936 f=]® . o*s 3
[} efisn
*1a* s ol TR e
L ] »
@ Cheese plants ) ¢ : —{(s X S 190 p,
O Butter plants e [ — 3 :
B Concentrated e ool 2 : A '. il s 2, .
mitk plants =S ¥ o
a . @ » ‘. ° °
* -
- E-d A
o : b4 oL o
*f{o" - >
E d
- . & ™ WD
2 - . £ (] 4 C
. - c: * * oy
“oT% ] (" _'. ,.‘ e RS
o = L ] > -
el o }O .
] - o -\ e
. «le <
. . L
Ficure 2,

More than 700 plants producing masufactured dajry products are located in these 4 States.
Many of the plants are adjacent 1o city milk markets.

i Metzger, H., wu Marketing of Fluid Milk, U, 8. Dept. Agr. Tect:. Bull. 179, 81 pp., illus. 1903,
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The organization periods for the 48 associations currently active in
these States were as follows:

QOrganization period: mwﬁ
01510 e mmemmmmo oo 4
192024 . emmmmmamcaras 12
182529 i iasaeaiimmmmemamaana- 5
1980-34 e hiieemnciemmmm—manaan 20
After 1834 e eaeam 5

B4 7 S 48

Four associations in Ohio were organized before 1920. During the
next 5 years, many of the leaders of the early attempts at organization
of Auid-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, hut 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 1, 1935,

Altogether, ‘of the 46 active milk associations with headquarters in
the area at the end of 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 sssociations in the ares were in questionable
status as® active organizations. Most of them were in Ohioc and
represented groups formed between 1933 and 1935 under State milk
contrel. They have found it difficult to hold their sales outlets, keep
their members, and provide adequate finances for & 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 unsuccessiul and so have gone out of
business. In Ohio, where there were 25 definitely active associations
at the end of 1837, svailable information indicates that at least 30
other milk sssociations were active st some time. In Indiana, where
14 milk associations were active at the end of 1937, there is some
‘record of st 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 nssociations were operating, there had been
some form of organization in 4 or 5 other markets. Where definite
information is available as to the causes of failure, it appears that
either lack of proper financing or ne real need for & xmlL assoemtmn
was the principal factor.

t The Ghlo oiiix control Iaw was {n effect from June 22, 1933, to Fuly 1, 1835 (secs. 1080-1$23, Ohin Code).
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Types of Milk Associations in the Area

Cooperative milk-marketing associations usually have been clnaai-
fied in three groups: Strictly bargaining, bargsining and surplus-
handling, and milk-distributing associations. Developments in the
last few years have added a fourth type, between the first two—asaso-
ciations which take title to the milk and make returns to produrers,
but still do not operate any plant facilities. Also in recent year,
cooperative creameries have become important in the fluid-milk
industry in many markets through selling bottled milk and cream in
their own dairy stores, from retail wagons, and to other milk dealers
or stores. There are examples of each of these five types of operation
in the four States under study. (See fig. 3.) The number of each
type in each State is shown in table 3, together with the pumber of
associations with headquarters and principal markets outside the
district which operate in each of the States.

LocaTion OF THE

HeApQUARTERS FOR ‘e ©
Various Types of 4

MiLk COOPERATIVES “Tmy
IN THE FOURTH ‘1]_‘]_

DiSTRICT OF THE l

* Farm CrEDIT

ADMINISTRATION, -
Decemsaer 1937 -

®lo
AL

Dlay

-8 ]

COOPERATIVE
MILK-MARKETING
ASSOCIATIONS

@ Barzaining only
O Surptus plant

B Reta:i distribution,
A Titie and Payroll

J
Ficuxe 3.

Milk cooperatives are usuaily found in the larger cities. (See fig. 1.} More than half of the
cooperatives in this district were in Ohio where urbag populstion is beaviear
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Tapre 3.—Numser oF Active CooreraTive AssociaTions oF Eacm
Tvyre Markerine Minx 18 tHE Fourte Faam Creprr Distarict,
DEecemeer 1937

Type of cooperative milk association Ohio Indisna | Xeptueky | Tennessea | Total

With headqguertars in the distrlet:
Strictly bergainiDg . .ol
Bargaining with titls and Eﬂy roll__.........
Bargaining with surplus plants.. .. ____
Distributing milk. . i —

Creamerles marketing ffd mBk, . ____._
With headquarters outside the distriet ... oove-n

Hource of date: Survey of agricuitural cooperative associatlons in the United Stntes in 13238 by the Coop-
erative Division, Farm Credit Administratiion; supplementad hy data obtained by the authors directly.

It 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; and bargains in Springfield. 1t takes title to all
the milk and distributes the refurns to producers in all these markets.
1t is classified here as of the ““title and pay roll” type.

1 ey onm B

" 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
bargsining type. As a rule such associations do not take title to the
milk, do not collect for its sale, own few 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 asspciation operates much
the same as a broker in arranging the terms and conditions of sale
between two other parties. Many of these sssociations, however,
exercise eontrol or supervision over a number of the other marketing
processes,

Among the 30 bargsining associations in this district, the types of
marketing programs range all the way from the limited program of a
small association of 165 members with no office and its entire program
financed by & fee of $1 per year per member, to the broad programs
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 associntion in Louisville is typical, often have &
salaried personnel of 5 to 10, maintsin an oflice and laboratory facili-
ties, take complete chargs of sampling and testing for butterfat, con-
trol milk hauling through contraects with the haulers, audit the dealers’
sales records and calculate pool prices each pay pericd, and render a
variety of special services to members. Thess associations usually
operate on & commission or check~off of 2 to 4 cents per 100 pounds of

14278T"—49—-2
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milk, end in 8 number of cases have accumulated cash reserves which
permit them to gunrantee milk payments and .render emergeucy
services of various kinds. The variety of services to members by
strictly bargaining associations is steadily widening.

Bargaining Associations Which Take Title 1o Milk and
Distribute Returns to Producers

Four of the milk associations in these four States were somewhat
removed from the strictly bargeining ciass and yet did not own nor
operate [acilities for receiving, handling, or processing surplus milk,
They were in Knoxville, Tenn.; Indianapolis, Ind.: and Dayton and
Cleveland, Ohio. The removal of these associations from the strictly
bargaining class involves, first, the faet that in their marketing agree-
ments with members they take full title to the milk. In other bar-
gaining associations, the agreement is usunlly an agency contract.
Second, these associationa having sold the milk distribute the returns
to the producers. That is, having full title to the milk, they sell the
milk to dealers instead of having the producers sell at terms arrangad
by the associntion. The association then collecta for the milk,
calculates the pool prices, and prepares checks for producers.

The marketing agreements which give the association full title to the
milk also usually give the association relatively broad powem with
reference to marketing channels or methods. In this way, it has
potentinlly greater control over the marketing of aurplua. In the case
of the Indianapolis Dairymen’s Cooperative, for example, the asaocia-
tion is able to market all its surplus milk entirely independent of the
city milk dealers—an arrangement which apparently helps to arrive
at a satisfactory price for surplus milk and an equitable distribution
of the surplus burdes.

Milk associntions which make returns to producers appear to have
definite advantages in solving such problems as equitable pooling,
keeping adequate records, informing the membership, and cooperative
purchasing of supplies. At the same time, however, the responsibilities
of the association are increased. More clerical work must be done.
The deslers often are reluctant to give up contact with producers.
The association must assume a number of credit risks.

Nevertheless, when the association collects from all dealers and pays
the producers, it is evident that there will be less sdministrative diffi-
culty in operating a market pool or a base and surplus plan, or in
conirolling the distribution of sales returns in sny other way. At the
same time, the association would be sure to have available statistical
information on receipts, class sales, and other subjects to be used as
the basis for analysis of market conditions." Membership relations are

' Stitts, T. Q. snd Welden, Wm. U., Ecanonsic Anslysis of Bargaining Problems of ik Coopersiives,
F. C. A. Cire. C-106, 54 pp. iun. 1957,
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affected by the fact that when the pay check comes from the associe-
tion, producers tend to think of the association as their marketing
outlet, to attach less Importance to choice of desler, and also to visit
the associstion office more often. In the purchssing programs which
many milk marketing associations are undertaking, credit extension
and collection sre simplified when the association has charge of
distributing the sales returns.

Bargaining Associations Which Manufacture 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 loeated in relatively small cities in north-
eastern Ohio and sold their fluid milk in Cleveland; the other was in
Chattanooga, Tenn.

In method of operation, type of contract, and other respects, these
cooperatives are not greatly different from the bargsining associations
that take title to the milk and handle the payments to producers.
The financial requirements are somewhat larger because iarge invest-
ments in plant and equipment are required. The essociation which
owns & surplus plant alse 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 selling milk for fiuid milk and fluid cream
at the same price, or by cherging dealers one price for all whols milk
sold to them. In the surplus-plant association, 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 proocess.

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-distribufing 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 associations was engaged
in retail distribution in two small markets in its supply ares. -In
addition, there were at least 6 cooperative creamery organizations in
the area, each distributing milk in one or more small markets, sither
through stores or retail delivery wagons. Altogether, t.herefom, milk
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was being distributed either at retail or wholesale by dairy cooperatives
in more than 30 markets in the area, about 20 of theee being amall
markets served by a cooperative creamery.

The operation of a milk-distributing associetion is & complex and
highly skilled business. Relatively heavy investments are required.
Plant operations, sales methods, and other phases of the business must
be modern and efficient if the association is to be suceessful, Member-
ship relations are particularly important because eapital contributions
from producers are necessary and regular quantities of milk are needed.
Distributing associations in these States have not elways been suceeoss-
ful, and many of them have had serious financial and managerial

difficulties.
Scope and Methods of Operation

b On the basis of reports received by the Cooperative Research and
Service Division from most of these associations for the vear 1036,
it is estimated that approximately 33,000 producers in these 4 States
were members of a cooperative milk sssociation. The velume of milk
marketed was close to 1,550,000,000 pounds, with a value to farmers
delivered at city plants of approximately $31,500,000, or close to $2
per 100 pounds. These data are shown by types of associations in
table 4. Included in the totals are estimates for the associations in
Chicago and Pittsburgh of the number of members and the volume
and value of milk received from these mmembers in Indiana and Ohio
respectively. It was decided not to attempt an estimate of this type,
for the creameries selling milk, although the total volume of fluid milk
sold by all of them was probably less than 10 million pounds in 1938,

According to the data in table 1, close to 2,600,000,600 pounds of
milk was used as fluid milk and fluid eream in 1936 by the urban
residents of the fourth Farm Credit district. About 800,000,000
pounds was retailed by producers, leaving 1,800,000,000 pounds as the
approximate quantity sold by producers at wholesale. The active
members of these cooperatives sold 1,550,000,000 psunds but probebly
only about 1,000,000,000 pounds of this was used as fluid milk and
fluid cream. The remainder consisted of seasonal and daily surplus
and was converted into butter, ice cream, and other products. On
this basis, therefore, approximately 55 percent of the fAuid milk and
fluid cream consumed in the four States in 1938, exclusive of that
retailed by producers, was marketed cooperatively.

The range in membership among the 46 associations in the area wss
from 41 to 2,300 active members, with the average slightly below 700.
In volume of milk receipts the range was from less than 1 million to
more than 100 million pounds, and in value of sales the range was 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 seles value of more
than $500,000.
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As compared with value of sales, the operating expenses of most of
the milk nssociations were exceedingly low. Totsl operating expenses
for the 46 associations in 1936 amounted to only $2,442,800. Of this
amount, only $200,000 was accounted for by the 34 associations with-
out plants—an aversge of less than $10,000 per association. The
sxpenses in these associations were paid out of income from “broker-
ages’ or “‘check-offs” lovied against each 100 pounds of mitk merketed.
Associations that distribute milk or manufacturs the surplus may de-
rive part of their income from such brokerage charges, but more often
they deduct 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:

Rate per 100 pounds: g:;mmggo:;"
Leent e &
2eents. . memmmemeean &
deenta .o ]
3Meente______ . 4
4 oeDts. L . e emmmmma e cmmmanaa 5
B eBntS . e e mmemmmme—meememman 1
S oeenbS . e eeees 1
Ipercentof valuwe L . 2
2percentof value. oo on oo mameaaael 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-hean-
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.

TasLe 4.—EsTivaten Numser oF Acrive MEMBERS oF CoOPERATIVE
MiLx Associations, Wit VorLumeE axp Sarks VALue of Minnx

MarxETER, Fourte DistricT oF THE Farm CREDIT ADMINISTRATION,
1936

Type of milk assoclation Active ol Milk dolivered | S8 vate,

Beadquarters in the distriet: Number Founds
Strictly bargainlng. .. .. eseasmesesaseaea 18, 480 588, 316, 010 $17.813, 32
Bargsining with thtle and i:ay Fe | T 4,358 180, 875, 780 2 5oL, 227
Barggining with surplus plant. . oot 1,312 87, 981, 750 I, 400, 31
Milk disteibution. _____ o meeemem——————— 3,488 81, 328, 578 8. 081, 182
Headquarters outside distriot & [ 5, 500 256, 000, 600 &, 500, £06
Total — 83,368 | 1,548,437, 118 31, 486, 862

1 Valus to produocers £, o, b, olty plants: that ls, delivered at the plant with no aliowance made for tIellv'sr?

e?ln§es.
T Number of mombers is the distriot and volume and value of mdly received from th which does ot
include the total membership of heso crtslde associations. o

Sourceofdats: Survey ofagriculiural coaperative iations In the United Statas in 1988, by the Opopere.
tive Diviskon, Farm Cr:diza}:rdmtrﬁbm 4 oo
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TapLe 5.—AVERAGE AMoUNT aND NaTure or FxeenpiTures BY 2
SeLecTEp MiLx Associations oF Eack Tyre, 1936

Type of azsnciation and sxpwnses par (08 ;m:icii o
milk recrived _
Nst=re of szpenditare PAarmining ] iresining Mtk
pen ﬁ:‘i‘? with thtle | with sarplus | distri
DN | ana pay ol | planint _hv_:l.lzp!_i___
Centr Cenis Cenis Coniz
Mmagemml and direction___.____._________....... 0.51 [ N2 AR
e, ....... ——— W37 .. .a 7.4
Tesgéng and Inha‘stgry 7 1.4 U]
Membership relaticns . 5.00 i3
Advertising. . [ .M P31
Auditing and legnl foos m A
Bsad scoounia_ ..., 1.tk A
Dues and donntions. .. - , . 18 .74
Plantandasales_ ___ . ........ 5 IF A%
Miscellaneosth. ...covvvnrravremraenscmaam e meaann . . ] K
Total....... AU e e - 3 ! L) %31
;;:M’ type of association may have plant and sales expensas only oo a small proportion of ita total
volumse.
1 Expenres on fiuid milk are much higher than this, bul the sverage is lowered through the handling of

Fas ik,
¥ included in piant nnd sales axpanses.

Bource of data: Financial staterments of the associations. " i

For selected associations of each type, data in table 5 show the
division of expenses among the different phases of their operations.
These figures are not clearly representative of the various types in
each case but indicate roughly the variations between types and the
importance of different functions performed.

In sach type of association there are wide vanations from these
averages, and it is misleading to infer that figures of this character
for any association ars typical. A strictly bargaining associstion, for
example, may spend nothing or as much as 1 cent per 100 pounds for
advertiging, from 0 to 1 or 2 centa 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 as much as 60 to 75 percent surplus, and as & result the
average expense might range from $2.50 to less than 75 cents 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 influence on cooperative
milk associations. Of the 46 associations in these four States, 15
were operating in markets where control programs were in effect at
the end of 1937, as follows:

Number of
Federal control only. . _ __ .o eiiaean. 2
State controlonly_ _________. [N 9
Federal and Btate control_ ___ ..o el 4
Nooontrol .. e ————— 31
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In addition, all except 4 of the associations not opersting in regu-
lated markets had operated in connection with either State or Fed-
eral control or both at some time since 1923, and 4 of the 31 without
control at the end of 1537 have been 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 Federsl control agency. State control has been 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

HERE are two milk associations in the Louisville market; the

major cooperative has operated continuously since March 1931.
A Federal control program has been in effect since June 1934. The
major association is of the strictly bargeining type, as are almost
two-thirds of the milk associations in the area covered by the study.
Its program, however, has been fairly broad from the outset, and in
a number of its lines of activity, the Falls Cities association has been "
outstandingly successful.

Market and Supply Area

Metropelitan Louisville had & 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 egpregate population of close to 100,000, The latter
cities are just across the Qhie River from Louisville snd form an
integral part of the milk salss area.

The milk supply of this market area is handled by approximately
30 dealers whe purchase milk from producers and pasteurize it, and
by 50 to 60 producer-distributors who sell raw milk. About 2.5
percent of the milk is handled by producer-distributors and 97.5
percent by the other dealers. The dealers who pasteurize include
one ecorporation owned by a milk cooperative in Ohio,™ and one cor-
poration owned by National Daires, Inc.,, of New York. The
largest desler who pasteurizes handles about 30 percent of the fluid-
milk business in the city, and the 6 largest deslers handie about
85 percent of the milk.

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

% The cooperstive In Ohio sold its Loullsvills busiuess easty in 1030.
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fact that health regulations require ““dated” caps on bottlea and limit
the elapsed time hetween receipt and sale, has a significant effect on
the weekly surplus problem. Keceipts on Friday must be fairly
heavy to take care of the extra demand on Saturday for week-end
consumption.

The graded-milk supply for this market amounta to slightly more
than 100 million pounds per year. It comesa from about 1,350 farms
located in Kentucky and Indiana, and the supply ares extends aa
far as 50 miles from the city of Louisville. (See fig. 4.3 The milk
of all except about 50 of these producers in delivered by trucks di-
rectly from the farm to dealers’ city plants; the milk from the 50
producers is trucked first to & small receiving station operated hy a
large dealer on the outer edge of the miikshed.

Each of the farms supplying graded milk to Louiaville is under
inspection by the milk division of the city health department which
enforces the United States public healih atandard ordinance. When
this ordinence was introduced in 1931, there were close to 2,500
sctive shippers in the market, averaging about 100 pounds per day.
Only about half of them made the changes in stables and equipment
required of grade B milk shippers, but average shipmenta increased
to more than 200 pounds per day. The former average of 100 pounds
per day is similar to that of producers shipping to most of the other
markets in these 4 States,

QuTter LimiTs P l 11 ! l
OF THE }— IJ A
LOUISVILLE k ‘ ( .

MILK-5SUPPLY ! B3
AREA “ é
1937 [
' /
y <~
P
( A
& paim T 4
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S K E N T u. Y

Fu;uxz 4,

Ten countier in Kentucky and six in southern Indizaa are included in the Louisville
milkshed.
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TaBLE 6. —APFROXIMATE ANNUAL PRODUCTION AND DISPOSITION OF
MiLk 18 THE LouisviLLE MiLksHED, BY STATES

Est 1] tity utilired | Percentags of total produstion
Disposition K K
eti- 5 en-
tucky 1 |Imdianat Total tucky: [mdianat; Totel
1,000 1,000 1,000
pounds | pounds | gounds { Perceni | Percend | Percent
Soid as grade B milk io Loolsvilte.___.._| 77,790 22,300 | 100,008 B’z 17.6 27.7
Otherwhelemilk sales ... ... ... ] 3,98 15,400 § 47,308 3.6 12.1 121
Rald nz butteriat in cream. &0, 600 62,500 § 123,400 289 46. 5 34.2
Used onthe farma_ . . cieommaeooaol 63, 700 2, 300 27.3 -1 B 25.0
Total produstion. . .comonaao. 235,900 | 123,800 § 360700 009 190.9 bl %)

(" Inf}udss Bulitt, Hardin, Henry, Joflerson. Meade, Nelson, Gldhawm, Shelby, Spencer, and Trimble
Teuntios.
 Inecludes Clark, Floyd, Harrison, Jofferson, Scott, and Washington Countiss.

Seurce of daia: Estimaiss bnsed on data fram U. S. Department of Commsree, Buresu of the Census,
Census of Agrictiture, 1530 and 1535; dats on sourees of receipts from ths market administrator.

The Louisville milkshed lies largely in the bluegrass region of the
Ohic Valley, s high-grade farming section. Important farm enter-
prises other than dairying include producing tobacco, small grains, and
truck crops and raising eattle, hogs, sheep, and other livestock. In
many parts of the area burley tobacco and various livestock produets
rival milk as a source of cash income for {armers,

Types of dairy farming other than grade B milk production are also
important in parts of the area. Estimates based 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 commerecial channels. (See table 6.) Sales of
milk in the form of cream as butterfat are about 25 percent greater
than the tofal 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
ILouisville, (See table 6.) '

As shown in table 7, there are & number of manufacturing milk
plants of one kind or another in the supply srea for the Louisville
market. Not only do many of the fluid-milk dealers in the markst
purchase ungraded milk and cream and manufacture a considerable
volume of ice cream, butter, evaporated milk, and other products, but
there are zlso 3 butter plants and 2 condenseries in the sales area.
There are 16 other dairy plants in the milkshed and 18 dairy plants in
counties 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 price
structure for grade B milk in Louisville because of these conditions.
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TasLe 7.—Numser oF Mk Prants or Variovs Types 18 Tue Arxa
Arounp Louisviiie, Ky, 1936

MNumber of pinots lomted in—

Type of dairy plani t

Miikshed Adjncent
Onjesnrow ' o initest | countiest Totad
Fluid milk and cresm et ] 7 ¥ [
Butlﬂ' ........................................ - 3 3 [ ] 113
hoesr _ e 8 3 A ]
Conventrsted mitk .. I I [ a 1
b ¥ DR » is e 3 n

 Indlicates onty the principal dairy prodiucts handied of manufsctured.  Mary of the fuld milk pisnta,
lor oxample, alsc make ics creamm, butter, cheese, and vendsnsed of evaporated milk; and the same is trus
for the nthar types of plants.

s Jeftersnn County, Ky, and Clark and Floyd Counties, Ind.

# Other countiss i the mﬂbhad see Lable & footnole

4 Incindes Crawford, Jeckson, Jennings Lawranps, ‘and Orange Countlen in Indians; and Andarson,
Breckanridge, Carroll, Frankiin, Larue, and Washington Coustiss In Kentuoky.

Source of data: Who's Who In the Butter, Cheese, snd Milk Industiries, 1938, Amerioso Cresmery sod
Poultry Producs Review, v 83 : 13, sec. 2.

The direct influence of this 170 million pounds of milk in the area
moving regularly into manufactured daeiry products, upon the price
levels for the 100 million pounds of grade B milk is temperad by the
requirements of the health ordinance, but it remains as probably the
most important price-making force.

Falls Cities Cooperative Milk Producers’ Association

The major cooperative in the Louisville milk market is the Falls
Cities Cooperative Milk Producers’ Asseciation. It includes in its
membership about 1,000 of the 1,300 active shippers (excluding pro-
ducer-distributors). It was organized in 1929, incorporated in 1930,
and began operating in March 1931. The only previous organization
of milk producers in the market was known as Kentucky and Indiana
Dairies, s relatively small organization for distributing milk, organized
shortly after 1920 and taken over about 3 years later by a milk asso-
ciation in Cincinnati, Ohio. Preliminary educational work in the
formation of the Falls Cities association was done by local farm
leaders assisted by the State extension service, staff members of the
University of Kentucky, and the Federal Farm Board.

The organization work was begun in March 1929 with a series of
farmer meetings called by representatives of the Kentucky Farm
Bureau Federation, the county agricultural agents, and some of the
farm leaders interested in dsirying. A number of the dairymen
interested in the mssociation during this formative period are still
active as officers and directors.’* Although the new aseociation had
no official connection with the earlier distributing cooperative, a few
of the leaders were prominently identified with both organizations.

# Included among the leaslers wore W._ B, Belkoap, B. A. Thomas, Adolph Moser, B. L. Dusean, Clars
Deilinger, and A. B. Bawyar. s vh Maser,
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The fact that almost 2 years elapsed between organization and
effective operntion of the association was due, in part, to the oppo-
sition of milk dealers in the market. The dealers refused to recognize
the nssociation as a representative of producers in the ares until 70
percent of the active shippers bad signed association marketing agree-
ments. Several mestings were held in 1930, and the first election of
officers was held in July of that year. In September 1930, & check of
the milk dealers’ records showed that the percentage of the producers
belonging to the assoclation wes not high enough. In November
1930, a reduction in price stimulated new interest. Several associa-
tion managers from other markets addressed meetings of producers
and tha results of the accompanying carmpaign for members gave the
new association its required 70 percent of the market.

The first annual meeting of the Falls Cities Cooperative Milk
Producers’ Association was held in February 1931, and the following
month the associstion began to operate on a definite basis. All the
statistical records begin in May 1931 with the first report of the
auditors on receipts from producers and dealers’ sales by classes.

. Reasons for Organizsing

Before the essocistion was formed conditions in the Louisville
market were so unsatisfactory to producers that sentiment arose for
an organization to represent them in the market. According io pro-
ducers and association officials, the dissatisfaction centered around
the degree of control exercised by deslers over practically all the
marketing funections.

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 fush period because of bad odor er
flavor. Producers felt that the dealers never paid a price high enough
to bring en adequate supply into the market during the short period,
becanss they could get milk from the outside to cover shortages. Thus,
they were able to reduce the price to extremely low levels during the
flush season.

'The larger 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 ss
$1.25 per 100 pounds, for the other 30 percent. A number of the
dealers paid 2 cents per gellon or more sbove the prevailing market
price to selected producers because of the volume shipped, quality of
the milk, or other reasons. A small group of producars, graded as 4



22 FARM CREDIT ADMINISTRATION

by the State Health Department, received a stili higher price. A
producer who shipped less than 80 pounds per dey on the averago
received the surplus-milk price for all his shipments, Denlers were
completely in charge of arrangements for butterfnt testing, and some
producers felt that the deelers made “pencil-tests,” that is, arbitrarily
assigned & particular butterfat test to each producer month after
month,

These conditions, together with the fact that the price level in the
market was declining and was already low as compared with prices in
other markets and prices for manufacturing milk, were the hasic
reasons for the organization of the Falls Cities association.

The Association’s Program

The marketing program adopted by the Falls Cities assoctation waa
determined by the organizational committee and waa based on condi-
tions which needed correction in the market, visits which were made
fo one or more markets in Indiana, and the counsel of a number of
managers of other associstions who were called into Louisvilla to
meet with the committee. Briefly, the type of program adopted was
that of a strictly bargaining association. The marketing agreementa
with producers did not give the association title to the milk, and
epparently 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 correct
many of the market conditions which had stimulated interest in a
producers’ organization, Each member producer was provided with
a market throughout the year at a price the same as all other membem
received for milk of the same quelity delivered under the sume condi-
tions. The 80-pound daily average required to share in the top price
was reduced to 40 pounds and later given up entirely. Class prices to
dealers were inaugurated in May 1931, with deslers paying the same
price for milk used in & particular class, and with provision for an
audit of dealer sales and use reports. A program for checking butterfat
tests was started in the summer of 1831, and early in 1932 the work to
msake the hauling system more efficient and reduce the trucking rate
was started.

A base-rating plan, designed to promote a more uniform supply of
milk throughout the year and to insure an adequate supply in all
seasons, was started in February 1932, The city of Louisville adopted
a new heslth ordinance in the summer of 1931, but the association
was instrumental in having the effective date delayed until May 1932.
It was aiso active in helping producers to plan changes in their stables
;zzd‘ equipment, and in purchasing various supplies on a cooperative

asis.
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The association’s work in the market has continued to develop
along these lines and at the time of the study might have been out-
Iined es follows: '

A. Sales program:
Guarantee of a year-round market to all members.
Fullsupply contracts with dealers.
Uniform class prices to dealers, with audited sales reports.
Equal sharing of surplus milk among cooperating dealers and
all members.
. Encouragement of less seasonal variation in production.
. Sales promotion and advertising of milk.
. Assistance to dealers on competitive problems,
Sound prices to prevent shortages and excessive surpluses.
Adequate reserves for emergencies.
10. Support of Federal and State milk control programs.
11. Encouragement of high guality in milk production.
B. Leboratery 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 sssistance to producers on marketing and
production problems.
Partial control of the hauling system to insure low ecosts and
efficiency.
Maeanufacture and sale of disinfectant and fly spray.
Cooperative purchasing of feed, supplies, and equipment.
. Assistance to members in times of emergency.
. Financiai support of dairy-herd-improvement associations.
C. Membershlp relations work:
1. Publication of & monthly magazine to be sent to all members.
2. Local and annual meetings of members.
3. Field visits to members’ farms.
4. Encouragement of visits to the association office.

Ll .
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Nature of Operating Expenses

The data in table 8 show the chronological development of various
phases of the Falls Cities’ marketing program and indicate the amount
of the annusl expenditures for each type of activity. An initis] mem-
bership fee of $3 and a brokerage, or check-off, of 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 1837, but the association no
longer directly contributes to the local dairy couneil for advertising
as such & contribution is taken out of the pool priee by the Market
Administrator before any price is announced. Exeept in 1932 when
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TanrLe &8—Income axp Fxpenses per 100 Pounps oFr Mk, Fants
Cimies CooreraTive Minx Pronucers Association, 1932-34, Yean
Enoinc January 31

Canis pawr 100 pounds of milk
I

ioxx | owea fowme | oms ] e | sy | m ““’;*
Operatlog income . ... ... .. 50 428 4. 50 4.4 402 4.08 4.0 141

Expenditures:
Management and directlon. .. id 513 1.3 1.0 1.® L& i.ia Liw
Office and overhend . ... .. .. &l .02 .76 .78 e .» ] .7
Teosting and lsboratory __ . . - .41 .uie T8 73 L .78 .M
Adverthsing mflk. .. . .08 .m .44 .84 " , i .9l .
Membership reiations. ... ___ . . b 19 i L » N .43 N
Aundlting and jogal foes. . 24 .43 M . H 12 ¥ .22
Speciat servies work. .. ... .. .. .on .00 N AT L 1 i F& L
Dues and denations . .. . .. A3 - 04 13 i) K. K] R ]
bt X115 3 PP 3in 42 N LY. LR -] 18 1 5 - Y.
Reservefund ... ... ... ... IR ] B4 ) N3 16 i 4 Tt ]

1 Income from bath dues and membership fees,
t Largely the work with hapling problems.
¥ Largely the woek with dairy-herd-improveihent associations,

Seurce of data: Records of the associstien.

receipts from membership fees were heavy, the total operating income
has been between 4 and 5 cents per 100 pounds each year.” Total
expenses have always baen below 4 cents, so that an addition has been
made to the reserve fund each year.

The largest expense item has been for management and direction,
totaling about 1.2 cents per 100 pounds each year. It includes the
per diem and expenses of directors and officers, salaries of the manager
and the secretary, and part of the general travel expenses. 1t has
cost about three-quarters of a cent per 100 pounds to maintain the
office; that is, for rent, communications, clerical salaries, taxes,
deprecistion, and miscellaneous expenses. About the same amount
has been spent in recent years for salaries and supplies in connection
with the testing and laboratory program.

The contribution to the dairy council for advertising ceased in 1835
although & small amount is still spent on special promotional cam-
paigns. The amount spent in maintsining contacts with and supply-
mg information to members has steadily increased. This work
includes publication of the monthly paper, holding meetings, and
considerable travel expense for officers and employees. The cost of
auditing has declined since the mearket administrator’s office took over
the calculation of pool prices and became responsible for the correct~
ness of sales and use reports. Special service work which has cost as
much as one-half cent per 100 pounds in recent years has included pro-

# In the earlier years whes the check-off was 5 cents, the dairymen shipying {0 the amociation desler In

Cineinnat! were members of Falls Citles, but their milk was bt pocled sod the bulk of the beokerags o0
thefr milk weat te the Cincimnsti sssociation.
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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

Ag s result of the growing dissatisfaction of some members with the
base and surplus plan, which was insugurated 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 Eentucky, mostly in the two counties immediately east
of Louisville.

The marketing program of this association has salways been of &
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 Asscciation who were interviewed in the
study, 18, or 75 parcent, had been members of the Falls Cities associa-
tion befors joining the Independent. The appeal of this association
to producers was originally based almost entirely on opposition to the
base-and-surplus plen 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
& marketing-agreement program ir 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 aessociation. 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 buying 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 Agrieﬁlturs:l
Adjustment Administration) hes been in effect for the Louisville sales
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area since June 1, 1634. It was amended on August 17, 1035, The
class prices stipulated in the license wera minimum, and actusl prices
have been higher since November 1934. The result was to con-
centrate the force of the license upon equal sharing of the surpius
burden and the payment of uniform prices to producers. Tha enforce-
ment of these provisions was not rigid after the first few months
when some dealers refused to report their receipts and sales.

Despite these developments, the market adminisirator’s office haa
continued as an important agency in the market, particularly in
stabilizing producer-price levels and in acting partly as an arbitra-
tion agency between dealer groups and producer groups both equaily
anxious to prevent & collapse of the price structure and to keep the
market on a stable basis,

The work of the administrater’s office is financed by & fee of 1 cent
per 100 pounds of milk reported. The office maintains complete
records on s number of market factors—receipts, sales, active pro-
ducers, demand conditions. It defrays the coat of auditing desiers’
sales and use reports, and caleulates pool prices fo producers, The
administrator announces the price to be paid producers for earh
pooling period. During the Leouisville flood in 1937, this office
handled the payments to producers, writing and mailing the checks.
The deduction from returns to producers for dairy council advertising
is made by the administrator and paid over to that agency.

Most of the dealers reporting to the administrator since January
1835 have been those buying largely from the Falls Cities associntion,

TasLE 9. —ArProxiMaTE DisTriBUTION OF AcTive Suiprers AND VoLr-
UME oF REeceirts oF GrapE B MiLk Asmong Probucea ano Dearex
Grours, Louisvirre, Ky., 1937

Pererntage of
Antive pro- Valnme of
Fortlon of market ducern mitk reovipts “g::;;gi
Federal Heonse poal: Number Pounda Pereent
Falls Citles Cooperative mlii Pmducet!’ Amocistion. i, 006 81, 343, U5 .. 5
Independent Amsociation e 14 T, 43t .3
Nonmembers. ... ... .. -3 4, 134, 399 a7
Total Pederaipool_ ... ... . ______......... 1,082 85, 208, 72A 0.0
D8 in market
Faila ities Goeperntiva Milk FProducery’ Aaodst!m 1, o0 1, 343, 985 .1
Independent Amsaciation ' __._____, 148 9,479, 52 2.3
Nﬂnmembers}zipmi.__--__---.--.__.....-, e 148 . 479, 52 %2
Producer-dealees i . ... .. .. ... 52 2 528, (N 24
Total arkot .. .. i eie 1,348 1072, RIT, K iE. ¢
Desler groeps 1o market:
Pederal poal dealers .. ... 1,082 85, 200, 72% 8.9
Producer-dealers s, ... . ... 5 2. B2, O 24
Other Jedlers i e n e eian e 5, 008, 20E 4.7
Total. . - e a e —— e n e ——————— 1, M8 oYL, R7T, WG i 390.0
* 3

| Estimates by the Federa! market administratar.
Bource of data: Records of the Faders! market séministrator, Loulsvilie, Ky,
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(See table 8.) Altogether, the Federal pool included in 1937 about
83 percent of the mitk in the market. More than 95 percent of this,
or close to 80 percent of the fotal milk in the entire market, was
delivered by 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,
8 percent; nonmember shippers, 9 percent; and producer-distributors,
2 percent of the total. The producer-dealers and the dealers who buy
from nonmembers and Independent Associafion 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-
trator. Probably for most of these dealers outside the pool the per-
centage of their total receipts used or sold as fuid milk or fluid eream
is higher than the average for the market.

This lack of & unified program in the Louisville market represents a
situation found In & number of other markets in the aren. For
example, in Indianapolis, Ind., the market is under State control and
the market administrator performs a pumber of functions, such as
suditing, the calculation of pool prices, and the publication of a
monthly paper. There are three associations active in the market:
Two strictly bargaining associstions 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 sssociantions with
both Federal and State control. In the Cleveland markst, there ars
five or six associstions through which producers sell their milk. One
association is engaged in retail distribution; three or four small cooper-
atives with surplus plants located in the Cleveland supply ares sell
milk to dealers in Cleveland; one bargaining asscciation has its head-
quarters in Cleveland; and in addition to this, the association with
headquarters in Plttsburgh Pa., maintains & suboffice in Cleveland
and has a sizable proportion of t.he active shippers in the market.

When the Stete milk contrel law for Ohio became sffective in

142787*—30——3 :
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July 1933, & majority of the active producers in many of the lnrger
markets belonged to a relatively old association whirh had been in
operation since about 1920. In a number of these marketa, including
Akron, Canton, Columbus, Dayton, and Toledo, new independent
associations were formed, representing minority groups in the market
for the purpose of presenting the views of these groups to the State
contro] authority. These associations did not represent a substantial
proportion of the market, but they did represent the orgnnized voice
of small groups. In practically every case, sithough they have not
become strong operating units, and a number of them have now
gone out of business altogether, the independent associstions of this
tvpe have been the source of considerable irritation to tha major
associations.

In Louisville, for example, those producers who felt that they re-

ceived unfair treatment from the Falls Citics association in any way
were the first to join the Independent Association. In 1 or 2 yeam
in particular, the Independent Association was apparently active in’
golicitation among the members of the Falls Cities association during
their cancellation period. Largely because of this influence, the Falls
Cities association completed in 1937 and 1938 a sign-up of its mambers
on a new contract with provisions for cancelation entirely different
from those included in its original agreements.
_ In the remaining portions of this study, which are devoted prin-
cipally to an anelysis and appraisal of the marketing program of the
Falls Cities Cooperative Milk Producers’ Associstion in Louisville.
little attention is given to the activities of the Independent Asso.
ciation. One of the principal reasons for this is the difficulty which is
encountered in any attempt to definitely analyze the marketing
program which this or other independent associations tend to follow.
Often their activities are dominated by a few men, and their program
is either indefinite or follows closely that of the older aseocintion.

In deference to these new associations, however, it should be pointed
out thet their influence in some of the markets in the zrea has nat
been entirely to disrupt the established program for cooperative
marketing of milk. The tendency of dealera buying from these
associations to pay on & flat-price basis tends to focus the attention
of the older associations on the soundness of their price structures.
Also the existence of these new associations and the opportunities
they afford for members of the older associations to transfer their
milk to another marketing outlet have demonstrated to the older
associations the importance of maintaining an effective educationsl
program. These two elements in the market—sound price structure
and the maintenance of satisfactory relutionships with members—-sre
two of the most important requisites of succese in s bargaining
association.
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Sales Program of the Falls Cities Coopera-
tive Milk Producers’ Association

HE NATURE of the business enterprise in which a milk bargain-

ing associafion is engaged makes it difficult to analyze precisely
the work done or the degree of suceess. 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 & bearing on market stability and prices make it practically
impossible o isolate and study separately the essociation’s influence.
The serviee 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 faets in view, an examination of the procedurs 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, enployees, and members of the Falls Cities association
consider it their major job to sell the largest quantity &f milk on &
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 (2) those that have to do
with giving pood service to cusiomers, promoiing sales, and keeping
the market on a steady basis, and {§) those that have to do with
bargeining to get the most favorable sales terms for members. In
connection with group (e} 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, & 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 (), the association sells
only at class prices, insists on full-supply contracts from dealers, and
on regular audits of dealers’ sales. It fries to kesp 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.

X
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Sales Promotion and Advertising

Since the orgenization was formed, the Falls Cities asaociation or
its members have contributed to all general efforts in the market to
increase the volume of milk and eream =sales. This has involved
paying 1 cent per 100 pounds of fluid milk and cream to the loral
dairy council, which does & variety of educational work among schools
and clubs. This contribution amounted to between $5,000 and
$6,000 annually, The association paid half the axpense of a grocery-
store program to increase milk sales. The association has apparently
considered demand conditions—changes in income, trends in sales,
competition from other foods, and factory employment in Louisville—
in all its price negotiations.

Because both the association and the Federal control program have
represented varying proportions of the market, it waa necessary to
study the records of a selected group of dealers to measure trends in
sales. Continuous records were aveilable for 13 dealers, representing
about BO percent of the association’s fluid-milk market, for the years
1831-37. ‘Their sales of clasa I {(fluid milk both retail and wholesale)
and class II (fluid eream, creamed buttermilk, cottage choese, and

Tasre H0.—Crass I avp Crass 11 Sares or 13 Deavers, Louviaviiee,
Ky., 1931-37

Sales 11 milllons of pounda)
1931 1932 933 1984 9aa 1996 we?
Class I mitk:
Janusry...-_.. 388 3.7 3.7 1.7 183 L2y ]
February . $.82 3.3 4 | N .65 3 34
Mareh . 412 306 LX) 3 34 4 61 I
April. e 400 347 .79 543 N 1 E N ]
BY._ ... 422 4. 05 3.067 [ X:: .80 4 6 408
June....... v 3 85 149 374 35 LN i
July_ ... A% 34 3.3 254 363 IR ia
August..._. 3.78 ES ] 3 42 3.8 372 3. 8K 2%
September 3.62 3. 00 380 3 & 3% 38 s
Getober . ______ .. 3.8 388 h-¥: 1] 3.53 3 L% 4. 40
November..__...__ - 3.6 3,88 % im 3 3.8 38
Deocember._ ... ... __... 382 a7 284 - %51 .82 3 kR
Total .. a5 91 42 44 44 87 44 A5 6 2 4 38
Class 11 mijk:
a7 .70 .60 .. .88 )
1.12 . 68 . 58 .82 N7 N
[ ¥ ] .82 .73 5/ . e R
Ll . 88 .84 . 1@ LUh
1L.08 .2 1.00 Lm 1.1 .o
.95 N . .87 e .90
.96 .B3 85 .86 Nz .90
.8l .TE .8y .- .82 .
] .75 8- .84 N 74 90
.55 i .90 90 N L
-8 .78 .82 - LB ]
.85 .88 .90 . 8B N R
.................... 1128 9 40 2% 01 1.5 wnmn
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COOPERATIVE MILK MARKETING IN LOUISVILLE 31
INDEXR )
1932-36=100

o Factory payrolis

120 ,

N jl \\jm

\i! VTV /

/A /r V Rrlio of retail mifk price

Index of Fiuid-milk sales ‘1

3
\’t
L
\/"

ﬁalilxll 3 1 P Y B B I FE I I T |
1931 1932 1933 1934 1938 1936 1937

Figuag 5.—Cuances in Fruip-Miix SaLes as REratep 1o ChaNGES
iN THE RaTio or Rerann-Mirx PriceE to Facrory Pay Rouis.

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

. T

8¢

flavored milks) apparently went down unfil 1833, reaching a low
point in the summer of that year. Since 1933, the trend has been
upward, with a few interruptions. (See table 10.) This was irue for
both class I and class II. Class II sales volume has been slightly less
than one-fourth the velume 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 salas have been partly related to changes in retail
prices for milk and changes in consumer 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 a8 Louisvills, A comparizon of the retail price for milk and the
factory pay rolls from 1931 through 1937 shows that although the
sctual retail price was lowest in 1932, 1933, and 1934 (see sppendix A,
table 44), it did not decrease tc the same extent as factory pay rolls.
On a comparative basis, it was still & high price. (See fiz. 5.} Gen-
erally, although fluid milk sales, on the whole, changed comparatively
little, total sales were fairly high when the retail price was low in
relation to this measure of incoms, and were low when the cempmtive
price was high.”

The normal seasonal variations in sales, on the basis of the éata for
the 13 deslers, show that the high point in daily average sales of fluid

it Seo appendiz B, stetistioal note 1.
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A seasonal range of about 6 percent in fluid-milk sales and of about 20 percent ir fluid-cream
sales has been characteristic of the Loulsville milk market in recent years.

milk is reached in the spring and the low point in late summer and
early fall. Omn 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 salés 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 in both milk
and cream sales is reached in flush production months, but sales of
both milk and cream are also fairly high in Oectober, 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 lncome 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 oceurred in Louisville,
although the retail price was not lowered to the same extent as con-
sumer income 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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Iis efforts have been toward stability and reasonableness in the price
at which dealers purchase raw milk. The association has, however,
been sympathetie 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 constdera-
tion in practically all price negotistions.

In at least two specific instances the association helped dealers with
their competitive problems, in addition to making several changes in
definitions of the various classes of milk, these changes being made, no
doubt, partly for competitive purposes. The 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 has been from 20
to 46 cents per 100 pounds below the corresponding price in Louisville.
The other instance involved the competition between association
dealers and independent dealers for wholesale business in Louisville
in 1935 and 1936. The association in 1935 paid half of the discounts
which association dealers had to make to retain some of their business,
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 shown in table 11, Presumeably, these discounts were made to
enable association dealers to sell more milk as class | instead of losing
volume to other dealers. The average spread between class I and
class 111 prices for this period was $1.20 per 100 pounds. At this rate,
if this activity by the association resulted over the 6%-year period in
keeping as much as 5,020,875 pounds from being used as class II1
instead of elass 1 milk, the discounts were justified. The association
management feels that the benefits from their efforts were much
greater 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.—NaTUurRE oF Discounts To Deavkrs BY THE Farrs Cities
CooreraTive MiLk Propuckrs Association, LouisvitLe, Ky., 1931
AND 1935-37

Nature and amount of discount aflowed
Year Lower class | Direct compet-| Special class
price in Indi- | itive discounts | price in Lmis-
ana allowed ville

3 $7,470. 13 | o oo
1988 e e cmmmucccmmme—e- 9, 880. 80 $11,077.91 (. —
1986 L 14,644, 44 | .. $3,013. 43
D U 13,263.50 | o |eemmeaa e
Total . iccnan 45, 258, 87 11, 077. 91 3,813. 43

Souree of data; Records of the association.
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ciation’s sales ure in Indiana, and about 70 pervaat of ita Louisville
sales are wholesale business.

Equal Distribution of Surplus

Distribution of surplus milk—milk in excesa of that used for aale
as Auid milk or Buid cream—is important to milk dealers in meeting
competition, as well as to the association in maintaining its member-
ship strength. The primary effort of the association to bring abhout
an equal distribution of surplus has been to get as many ss possible
of the dealers in the market to cooperate in pooling their purchasns
at the various class prices, and to pay producers the same price for
milk of the same standard. All association dealers, and under the
Federal license a few others, have cooperated in this pool; but it has
never included the entire market.

Briefly, the pool operates as follows: (1) Each dealer is debited with
his purchases of milk, at the various class prices and aceording to his
audited sales and use reports; (2) the market administrator or the
suditor calculates, on the basis of all deslers’ class purchases and the
levels of the various class prices, and announces & blended average
or pool price; (3) each dealer pays his producers at this price and is
credited with such payments; and (4) each dealer pays into or draws
out of the ‘‘equalization fund” an amount sufficient to balance his
account. In this way, each dealer in the pool pays the same prire
as other dealers for milk used in any given class, and all producers
receive the same 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 their proportionate share of the surplus. Such
dealers do not purchase at class prices, 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 percentage 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 cut
retail prices, but even a small advantage will allow small wholesale
discounts.

The associations’ attack on this problem has been to try fo keep
the percentage of surplus in the pool down to & minimum, and to give
consideration to the pool price in arriving at the clasa I price. When
the spread between the pool price and the class I price is extremely
wide, the reason is either a large surplus, a wide spread between class
I and class III, or both. The result is to give independent dealers 2
greater competitive advantage.

There is necessarily some spread between the pool price and the
class I price because daily variations in sales and scasonal variations 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 4o 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
surplus occurs and class III prices are lowest. (See table 12.} On an
annual basis, it was highest in 1931 and again from August 1936
through August 1937. No messure is available, of course, as to how
high such & spread eould be without causing difficulty. It would seem,
however, that anything above 60 or 65 cents would be in the danger
zone. Anything above 45 or 50 cents would be dangerous if inde-
pendent dealers purchased no surplus milk, sines this would give them
a buying advantage of 1 cent per quart.

TapLE 12.—Sprreap BerweeN Crass I MiLx Price anxp TeE BLENDED
Poor Price o Propucers, Loursvirie, Ky, 193137

Cenis por 190 pounds of milk !
Month
1831 832 1833 a4 1538 B 937

“ 44 53 25 348 78

42 50 38 25 36 7

43 54 3% 30 41 kL

21 55 48 48 48 77

a7 56 58 53 58 73

[~ 43 ] -] 52 as

48 50 50 sl 54 a0

a5 i< 47 ] Vi 1]

41 56 14 51 78 35

42 53 34 &9 ™ &1

Novemwbar, .. ... 61 38 L4 2 H &7 41
Decamber oo 67 L >] 53 2¢ 31 T 45
b £ R A — 81 54 L] 47 66 o

1 £ percent mik £. 0. b, dealer’s piatlcrm.
Souree of deta: Records of the Falis Clties Milk Producers’ Cooperative Association, Louisvilie, Ky.

The association’s efforts to keep the total quantity of surplus in the
pool &t 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 clauss in the contract between the Falls Cities association
and its dealers provides as follows: *“The Association agrees to sell to
the Dealer all the milk required by it for ite Class One and Class Two
sales, and the Dealer agrees to buy all of such milk from the Associa-
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tion * * *" This simplifiea and strengthens the association's
bargaining position, but places on the association a responsibility to
provide an sdequate supply of milk. This responsibility has heen dis-
charged without a great deal of trouble, although in five different
months it has been necessary to get milk from another market. On
other occasions it has been necessary to watch daily receipts clonely
and shift milk between dealers so as to fill all requests. This assurance
of supply by the association is one of the most important services to
dealers.

At the same time, seasonal variations in receipta, and the surpluses
which result from lack of similar variations in fluid sales cause a great
varisty of problems., Practically every milk association feels that ite
effectiveness as a sales organization would be greatly incremsed by a
more uniform supply of milk, and that it is justified in spending time,
effort and money to encourage more even production.

The Base-Rating Plan

In Louisville, encouragement of more even production was for the
first 3 years a major part of the association’s program. [ts “base’”
plan was inaugurated in February 1832 and was used as the method
of distributing sales returns to producers through October 1934 and
again in May, June, and July 1835. The association helped alsc to
obtain feed supplies in the drought of 1936, and through articles in
its monthly magazine has 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 past
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 all producers)
and received the surplus pool price for all other milk delivered. The
base pool price represented usually the sales returns from class 1 and
class II milk, and the surplus price the returns from ciaaa 111 sales.

Producers with high base assiznmente in terms of total deliveries
received higher average prices under this arrangement. The objec-
tive was to give the higher bases to even producers—or to encourage
producers to deliver evenly, to obtain and keep a high base assign-
ment and receive a bigher price. As the plan wes worked out in
Louisville, however, there is some doubt as to whether either of these
abjectives was attained—by the fall of 1932 practically all producers
had high bases and each producer was allowed to keep his same base
unless he earned a higher one. That is, the percentage which a pro-
ducer had to deliver to retain his base quantity varied between 65,
70, and 75 percent so 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 & new type of differential into the pooling system, and
if it increases the returns o any group it must lower the returns to
other producers. Those whose returns are lowered are nafurally
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 s new producer wers changed rather frequently and
apparently were not clearly understood by members.

It is impossible to measure exactly the influence of the bass plan or
any of the other efforts of the association to encourage even produc-
tion. Sinee the sssociation siarted thers has been & new health ordi-
nance, a wide increase in the average size of herds, two droughts, and
a flood—all of which affected seasonal veriations in milk shipments
to Louisville. Also the base plan, as an instrument of preventing fall
shortage or summer surpluses, wns not given an entiraly fair frial,

The first bases in 1932 were determined by fall production in 1931,
but beginning in April 1932, the base-forming period was from QOcto-
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 relstionship was maintained
between fluid sales and base milk. Also, after April 1933 » producer
might keap his old base if it were higher than the average of such
old base and his new base.

PERCENT
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Ficure 7.—VorLume oF ToralL Receirrs anp Base Mirk as ReLATED
1o Crass [ anp Crass II Saves, LouvisviLie, Ky., 1931-37.

H a surplus of 20 percent is needed to take care of daily and weelkly variations in sales, there
bave been shortages during the fall months in 3 of the last § yeare,
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TaprLe 13.—Seasonar VaritaTionas 18 Micx Recrirrs aT Lowtisvinpe
AND OrHeR SELECTED MarkeTs i THE Foumtn District or Tux
Farv CrEpIT ADMINISTRATION .
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If the object of the plan bad been to prevent fall shortages, bases
should have been established anew each year according to fell produe-
tion. 1f the object had been to provide a real incentive to produce
evenly, bases should have been related to fluid sales, and there should
have been a penelty for underbase deliveries,

- Studying the monthly relationship between total receipts and fluid
sales and between base nssignments and fluid sales from 1931 through
1937 in Louisville {(see fig. 7) reveals that base milk assignments were
more in line with total receipts than with class I and class II sales.
In 3 of the 7 years, there was a shortage of milk for one or more months
in the fall. Receipts in 1938, when the association helped producers
to purchase feed and prevent the drought from affecting shipmentas,
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 sbandoned. The spring and summer
surplus was relatively large in 1932, 1933, and 1937.

Another measure of the seasonal variations in receipts is shown in
table 13. Here the range from high month to low month and the
average monthly deviation from the yearly average are indicated for
each year in Louisville, and for 1938 in other selected markets in this
district. As compared with markets in the surrounding States,
receipts at Louisville were fairly even in 1936. Both the range from
high to low and the mean deviation in receipts at Louisville were
second lowest among 9 markets studied. Some of these other markets
have had about the same experience gs Louisville with a base-rating
plan and other efforts to reduce seasonal vanations. In some, it is
probable that the small size of herde—4 to 10 cows in most cases—has
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 asscciation members,
This use of class prices indicates formal recognition of the 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; thet the costs of producing and market-
ing milk of the minimum standard suitable for such uses are different;
and that the essociation has the bargaining strength to make class-use
prices effective in the interest of producers,

The fact that & 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 TIT milk in the price system and the sale by the association of &
part of the grade B milk shipments of members at manufacturing-

Tasre 14,—Cuaxces v DeriNiTioNs oF Crass Prices in LouisviLLs,
Ky., May 1, 1931, To Drcemszer 31, 1937

Tse classifioation for indieated produtcls and sales ontiets
Ies | Butiar,
Flavored 333? hoese,| mix e | Chart petv
aveo L) S ¢ m i1 arit; an:
Effactive date Fluld mifk milk d crewr: | aed {evapo-| mlk T | cfeam
bausrmmt starier | rated irsturnst
ik | mik
Reg- | Spe- | Reg-| Spa- | Rog- | Spe-
ular |cialt] ular | ofslt | ular | emts | A% [ Ad All All
Maﬂ%z E, 1381-Msar, 31, 1 I S I f I | &5 S S R,
Ap;w 1, #3-May 281, I I | Da oo Is 111 - ———
Zuﬁgm i, 1932-Aypr. 34, I I S I S a 5 S SRR, HP
M;&I’B 1, 198%-Mey ¥, T lL..... ) S S s | IIn HI b m————
Junel, 1083-Oct.31,008% . I | _.._. 1 s Ob | HIb f_..._..... )443
!\a&‘ 1, 1833-May 31, I jeemean I a § ... Iib IITh [ Hie...___§ IIIa
}u%gﬁ 1, W84-Dec. 31, | QO S | & S S | £ S fisd I | Charty...} ..
Jom. 1, 1930-June28,1088.] I [ Is? | B | Qist ]| T | Ha? o i Charty__ ..
Jane 24, 1936-July 3. 1
7. 1 L. o I L. ... oI I Charity__j.. oo
Aug. ), 1837-Dec. 31,1087 1 Ind B ofoeeeeo| H fao. ja14 134 Charity_ | . -ceen
1 Classified separately from afl milk med ln zhe indientsd produsts sty for zhe months shown. ]
3 Sales to restayrants and sslected other le cutiets st special discoun

§ Salas to schools. sto,, of piots and half pints at a previously contracted prlee.
Hource of dats: Records of the Falls Citlss Cosperative Milk Producers Asscetation, Loulsville, Xy.
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milk prices, is noceasary if the aasociation is to supply dealers’ demands
in short seasons and afford all members a market avery dry in the year.

The definitions of the different claases of milk have been changed
frequently (nine times in 80 montha) in Louisville aince the original
three classes were inaugurated in May 1931 (see table 14}, On only
one occasion have all the classifications been exactly the aame an
those used before. At one time in 1933-34, there were six separate
classes. With all these changes, only three have been major ones:
{1} Fluid eream was shifted from class 11 to class I for a period of
11 months in 1932-33, but has remained in class Il since May 1, 1034;
{2) flavored milk was permanently shifted from class I to class 11
with the start of the Federal control program on June 1, 1934; and (3)
milk for ice cream and starter purposes was permanently shifted from
class II to class III on June 1, 1834. Most of the other changes
seem to bave been to meet special temporary sales conditions and to
get a higher price for some of the surplus milk.

As a basis for determination of class pricer, dealers’ snles records
have been audited every month since May 19831 by certified public
accountants. The cost wes borne by the association until June 1934,
when it was shifted to the office of the market administrator. This
suditing has assured accuracy in the use of class prices and in the
blended returns to producers and has provided the sssociation with
accurate current data on receipts and sales.

Other Bargaining Efforts

Besides service to dealers, assistance in sales promotion, and audited
class prices, the program of the Falls Cities association has included
means of supporting its position with reference fo prices. Fimt, a
great deal of work has been done to insure that producer-members
understand the essociation’s problems and programs., The mathods

TasLe 15,—Numprr oF Active MeMmBsers aAnNp VoLume ar Mick Mar-
xETED TuroucH THE Farrs Cities Coorerative MiLk Propucesrs’

Associarion, Loutsvitie, Ky,, 1933-38
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Bouiros of dats: Reeords of the sssoclation and of the market sdministrstor st Loulsvitie.
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Tasre 16, —Finaxcian Conprrion of FaLls Citres Cooreramive Mk
Propucers’ AssociaTion, LouisvirLg, Ky, 1932-38

Cash and
Fixed and | Fotal liabill-
Daie current ather assots ties Nat warth
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Feb. 18, 1830, . i iccicarmm - $3, 860, 64 $2,088. 11 62, 15 $2,847. 55
11,043. 74 2,976 b 1,813.55 12,208 37
18, 025.38 2, B0, 40 , 5. 98 18, 846. 78
20,420 71 2,172 35.88 24, 007, 08
22, 315. 86 2,284 50 87.30 24, 533. 08
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Souree of data: Financis] statements of the associatlon.

1sed and their effectiveness are discussed in later sections of this
sulletin {58 and 60). Second, the association has kept a dominant
sosition in number of active shippers and quantity of milk received.
Fable 15 shows that, although the number of members has deaclined,
the quantity of milk received has not declined markedly, and that the
Falls Cities association has always been dominant in the market,

Third, the Falls Cities sssociation made provision from the outset
for building 8 contingency reserve sufficient to meet emergencies of
various 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-
serve is designed to give the association bargaining strength, to enable
it to employ legal assistance when needed, to make it possible to
change the method of operation on short notice, and to guarantee
market outlets and milk checks to all members. A summary of asso-
siation balance sheets shows that linbilities outstanding at the begin-
ning were quickly paid, that few fixed assets have been accumulated,
but that substantial additions to current assets and net worth have
been made each year. (See table 16.) The reserve is not allocated
to members or evidenced to.them in any meanner.

A fourth phase of the association’s bargaining work has been to
keep volume in line with demand. The bargaining position of the
seller in the market for any commodity is weaker when volume greatly
axceeds buyer's requirements. This is true in the milk market, on
both snnual and seasonal bases. The work of the Falls Cities asso- -
cintion in connection with seasonal surplus problems has already been
discussed. On an annual basis, 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 reference to (@) cost of pro-
duction, (b} prices of other farm products, and (¢) prices of manu-
factured dairy products. Second, the association has sponsored or
cooperated in other developments which had the effect of reducing
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competition. Central control of the assembly aystem and enforce-
ment of the health ordinance, for example, undoubtedly have limited
both the entry of new shippers into the market and the shifting from
other types of dairy or general farming to production of grade B milk.
Finally, through meetings and the monthly magazine, members have
been informed as te market-supply conditions and encouraged to
increase or to decrease shipments as conditions warranted.

The final phase of the bargaining work is the contractual provision
for arbitration in case of disagreement between dealers and the aseo-
ciation on terms of sale. There have been five arbitrations in Louis-
ville since May 1931, all by 8 single arbitrator jointly selected. Pro-
vision is made for three men if one cannot be found acceptsble to both
parties. Four of these arbitrations have taken place since the Federal
program came into the market. Likewise, four of the five have been
to settle a disagreement as to prices for clase 1 milk, and in some cases
for class II and class IT] milk as well. The other dealt with the pro-
cedure for converting dealers’ sales units of various products into
pounds of whole milk of the fat content received from producers. All
were settled without a great deal of trouble and each represented &
compromise between the positions of the disagreeing parties,

Results of Bargaining Work

The prices at which the association has sold its three different classes
of milk—fluid milk, Auid cream,” and surplus milk—have varied
widely but have steadily increased since it began operating. (See
fig. 8.) For fluid milk, the price per 100 pounds has ranged from
$1.85 to $3.16, and has averaged $2.33 for the 80 months. The fluid
cream price was the same as the fluid-milk price for 11 months, but
was ususlly 60 to 65 cents lower per 100 pounds of milk. The price
for surplus, in turn, has been about 55 cents below the price for milk
used in fluid eream, or about $1.15 per 100 pounds below the fluid-milk
price.

As comprared with the average price received by other produrers
for ungraded milk sold to manufacturing plants in the area—the com-
petitive price level for grade B milk—the association’s surplus price
has averaged 5 cents higher, its fluid-eream price about 60 cents higher,
and its fluid-milk price $1.20 higher per 100 pounds of milk. In each
case, however, there have been wide fluctuations in the amount of
this spresd. (See fig. 9.) For example, fluid milk was only 60 cents
above the manufacturing price in one month in 1935 and more than
$1.60 sbove in the winter of 1936-37.

2 inclndes coltsge choew and creamed buttermilk.

1
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Although varying coasiderably between scasons, classes 1 and 1! sales have regularly
accounted for well over 60 percent of total milk receipaa.

As high as 72 and es low as 38 percent of the association's milk
receipts have been sold at the class I price. Class 11 sales have regu-
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, class I
sales represented about 57 percent of receipts, class II sales 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 1 and class III, and some change in the respective
percentages for the various years.

Average Prices to Producers

The blended prices shown in table 17 represent the real end product
of all the association’s bargaining activities—sales promotion, audit-
ing, class prices, snd others. The outstanding fact here ia the incresse
in prices from an annual everage 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 4 months in which the price waa not as high or higher

-than the same month s year earlier, but this did net apply to the last
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 business
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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 the price paid by dealers for milk used in fluid milk and
fluid eream. 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 & continuous series back to 1925 or earlier. On
this basis, the data in figure 11 compars, 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

TasLe 17.—Brenpep Montury Price pEr 100 Pounps or Mk Rz-
celved ¥ MemBers oF Fairs Crries CooperaTive Miix Propuc-
eRs’ AssociaTion, LoumsviLLe, Ky, 1931-37

Moaonth 1931 iesz 33 1034 1935 1936 1637
$1.41 §1. 51 §l. 68 2.0 $2.00 249
1.43 1. 45 150 2.00 2.08 242
1,42 L 41 LT 1.87 5.85 243
124 L 4 L7 188 im a3
118 L3 160 i.78 1. .9
i I.47 1.48 110 1.85 280
.50 157 148 LI 2% 2,86
L8 L 65 L7 LT 2. 41 18
Lad 1.62 L7% 175 2.40 2.3
1.88 1.65 L 84 i9 Z.44 .5
1.88 168 243 2.02 2.51 2. 44
162 Les 2.01 205 248 237
L43 % 176 i 2.0 2,25

Source of data: Records of ihe sssocistion. The pries for the month represents the weighisd aversge
price for miik tesiing 4 parcent buiterfat, {. 0. b. Launisville, association dues deducied.

TasLe 18.—AnwuvaL Cuances 1n SeELEcTED FacTrors ArrFecTing
Prices ror Marker Miiex 15 Loussviiig, Ky., 1931-37

T

Index (1925-27—100) Price per 106 poands for—

Year A whole | ey farm |, MBDUIC, | pppnypee ;

sale pricoe pricss ia toring Ik | goring milie] AsSolation) yy) gsocia.
mil;k- o melk. in the itk tion mitk

sied shed

ki

Percent ceni
87.4 4.8 $1.11 217 $1.8
43.6 30.8 .81 184 1.4
522 0.9 .83 208 1.52
55.9 56.3 .02 Z 10 1.78
B4 8 420 1% 2.3 1.87
89.9 7 1.48 75 o8
13,1 7.3 1.8 28 2%

1 See Appendix A, table 38, :
* Ses Appendiz 4, tabls 34.

Source of dats: Wholssale prices are irom ths U. 8. Dapartment of Labor, Burean of Labor Statistics,
2393143?_ Farm prices in the milkshed are from the U. 5. Dapartment of Agricuiture, Buresu of Agricultursl

conamiss. :

Prices of milk for manafacturing arm rom records of the Fails Citles Cooperaiive Milk Producers' Asso-
giation, Louisville, Ky.
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Fluid-mitk and cream prices did not go down as much as other price levels and begaa a
steady recovery somewhat sooner.

United States from 1925 to 1937. Until the association started early
in 1931, Louisville milk prices were trending downward at about the
same rate as the other prices. That Louisville milk prices did not
continue to go down, did not go down as far, and began to climb
sooner than these other price levels, in the authors’ opinion, may be
attributed partly to the association. The fact that a new health
ordinance became effective early in 1932 would be expected to have
some influence in raising the level of classes I and 1I prices and in
making the competition between market milk and manufscturing
milk a little less direct.

The Quantity of Surplus

Changes in the total receipts of market milk in Louisville, and in
the quantity of surplus milk in the market, are both & csuse and an
effect with reference to the price level. When milk prices are out of
line with competitive prices, an incentive is provided for farmers to
change the size of their dairy enterprises or sell their milk in other
channels, and when the surplus is unduly large or smasll there is usuaily
pressure from one agency or another for a change in milk prices. One
of the major objectives of the association price policies has been to
magintain the relationship with competitive prices and cost items which
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would keep this surplus at the minimum level necessary to assure an
adequate supply at all seasons,
| Figure 12 shows the volume of surplus milk in the pool each month,
»a,é;ust—ed for normeal seasonal varietions and expressed as a per-
centage of class I and class II sales. It is impossible to measure
month-to-month changes without making this seasonal adjustment,
acanse the seasonal variations in the quantity of surplus were very
ide—from 162 percent of the yearly average in May to 64 percent in
ovember. When the adjustment hss been made, it becomes ap-
arent that there have been several major changes in the quantity of
surplus milk in the pool in Louisville. The general trend in the
Eﬁiani;ity of surplus was downward from Janusry 1932 through
ecember 1934, bui thers was a fairly large surplus during the first
months of 1935 and again in the last part of 1936 and the first 7
onths of 1437.
The data in table 19 show, for six sepsrate periods during 30
onths, the average percentage of surplus milk, and the varistion in
onr factors which would be expected to influence the guantity of
urplus: (1} The amount of rain which fell daring the pericd, expressed
& percentage of normal rainfall; (2} the purchasing power of milk in
rms of {eed, including hay; (8) the spread in cents per 100 pounds

between the pool price for market milk and the average price for
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ollowing a downward trend from 1932 through 1934, the quantity of surplus milk has
varied widely.
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TasLe 19.—PrororTion or Suretus MLk i1n tae Peor ronr SeLxcren
Psriops, anp Facrors ProBanrLy ResponsiBLB ForR THR CHANGES,
Lousvirie, Kv., 1931-37

Rprond b
Rurpius Purchaxing | fwean prive Ptmhu‘i;m
mifx a8 Rainéall aﬁr‘?w?‘t n!i " !nrir'mrh;l nn‘;‘ow;: itk
percen B4 B Dar. o 3 m m ant
Perlod (months inclusive) of clas 73 centage of | I tarms of milk far ffiamm
and olasn II{  normal Toect maninetur: m:'hlm
Bolee (199137 m100; | Ing - | ANORITE
oo ¢
Prroenl Pereesi Inider Cenia Index
July 181-July B2, . ... .. AR RO iR N 113
Octebsr 1232-December 1033 L] e 17 28 11A
January 193¢-Fehruary 1935, . . 38 B 2 mn 118
March 1935-Sentember 1835 .. 44 1 L] M aa
Cetaher 1835 July 338 3 57 m . 4] m
Beptomber 1088-July 1987 ... . 41 121 7 22 m
AVErBRE. . L[] ™ =< ] ] 100

t Bath factors adjusted for seesonal variations.
Bource of gala: Based on tables $5-40 of sppendix A,

manufacturing milk; and (4) the purchasing 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 changoe
in the volume of surplus.”* The only factors of known importance
which are lacking are the effects of the health ordinance and of the
association’s educational work. Both undoubtedly influenced seasonal
variation to somne extent,

An analysis of these factors indicates that emong those affecting
the volume of surplus milk during this period, rainfall was as important
as any other factor on which dats were available., In many of
the periods of low surplus, rainfall was 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-surplus
periods, but did not appear to be as significant in some of the later
periods. Similar relationships were found between milk prices and
other farm prices. The spread between grade B milk prices and
manufacturing prices was exceptionally high only in 1936-37, and
probably encouraged some shifting to grade B production. In the
early period, however, the health ordinance was not yet fuily effective,
so the spread of around 60 cente might well have been as high in
terms of differential production and}na-rke;ing costs as a spread of 80
or 85 cents in later years.

Relating changes in the surplus to the association’s price policies,
it seems clear that neither of the two periods of low surplus can be
attributed, except possibly in & very small degree, to the price 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 was exceptionally high relative to feed

1 Ses appendix B, statisiioni note 3.
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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 bas uz&oubtedly had some influence in bringing total supplies
more closely in line with dealers’ requ;remants for fluid-milk and
fluid-cream sales '8

Dealers’ Margins on Fluid Milk

Interviews with producer members 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 sams 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 services rendered in conneciion with the marketing of fluid
milk, These include stores, hotels, and restaurants selling milk;
the health department; the dairy council; the market administrator;
the associztion; and the milk haulers,

Resuits of an analysis of milk prices and costs in Louisville for an
B-year period (1930-37) are shown in table 20. The retail mik
dollar is mede 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

TasLe 20—DistriBuTiON oF THE Price Paip py ConsuMERs FOR
Fruip Miuk v LowisviLie, Kvy., 1930-37

Percentage of total consumer pricereceived by sach agency

Year Foderal
Storem, Hesalth Produe-
Milk i Dairy Cogpora-] market Milk
haotels, depart- &ri at Total
dealers elo, pouncil ment tive |eadminis | heglsrs fgrma
trator

- 52.3 B4 Nons None None None 54 37.0 100
1981 ... &.40 6.0 0.4 a8 .8 Nons (%] 37.1 i)
i B 7.4 4.8 3 N R None 5.4 37.8 100
W3S .. __ 4#%.5 [N K. 7 .2 None 8.8 £0. 7 100
1034 _ . 45 0 8.5 . .8 ¢ 0.1 8.0 1.8 100
W35 .. 4861 0.0 .4 .8 .8 2 1.4 1.3 b 1
305 T 418 5.5 .4 B .7 2 13 48.6 0
W 4.3 52 3 .8 T 3 €0 45. 8 HO

Bource of dats: Estimates based on dats obiatned {n the study,

11 Sinoe the study was campleted, tha pseociation has insuguraied a system of pricing which hases both tha
futd-milk price and the Buid-cream price directly on manufacturing-milk prices, more delnitaly recognising
$he competition from (hix souroee.,
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dealers’ share wasa for the first time below that of producers. The
costs of the services rendered by such agencies as the health depart-
ment, dairy council, market administrator, and the association
remain about the same so that on a percentage basis they account for
a smaller proportion as the price level increnses. The percentage of
the total received by producers f. 0. b, the farm has increased rather
steadily since 1932. Before mssociation dues and hauling charges were
deducted, they received over 50 percent of the total, both in 1936 and

1937.

Laboratory and Service Program

MANY OF the conditions which fostered producer discontent
before the Falls Cities association was formed related to matters
other than the price of milk. Consequently, the associntion has spent
much time and money to improve these other market conditiona.
Services undertaken with this aim in view include guarantee of pay-
ment, regular testing of butterfat, checking of weighta upon request,
temperature and bacteria tests, herd tests for butterfnt and mastitia,
cooperative purchasing of feed and supplies, nssistance on quslity and
other production problems, supervision of trucking, and belp on haul-
ing problems. Some of them have required no specinl program of
work but the availability of substantial cash reserves has made it pos-
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 May 1931 the association has maintained a laboratory depart-
ment mainly for the purpose of checking the butterfat test of each
producer’s milk often enough fo insure accuracy in the dealer’s test.
(See fig. 13.) Because a State regulation requires that the fat test

TanLe 2Z1.—Averace Percentace of Burrerrar ConTENT oF Miix
DEeLivErep BY Memsers of THE Faris Crmigs Coorerative Mk
Probucers® Association, By Montas, 1933-37
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Fioure 13.—~Tue Faris Crties CooPEraTive MiLk Propucers’
AssocratioNn LaBoraTORY.

A sample of each member’s milk i1s tested about three times a month.

on which thé 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.

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 & 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 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. - v

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 Faris Cimies CooreraTive MiLx Probucers’
Association LamoraTory.

A sample of each member’s milk is tested about three times 2 month.

on which thé producer is paid be based on & 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 & high degree of accuracy in such fests is
assured by the association’s check-testing program.

Several changes have been made in the exact method of checking
these tests, but usually & sample of each member's milk is tested
about three times a month, and & close check is made of dealers’
samples when the assoctation 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 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 fest 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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Tasre 22.—LasoraTorY SeErvices Recurstep By Memaers, FarLs
Cities CooPErATIVE MiLx Propuckrs’ Associamion, 1933-37

Number of requesta reerlved
Nature of service reqquested
1933 1934 1938 ma 1987
Check of milk welights_ ... . . ... ... ..... .. 32 12 a 1] [ 1
Check of milk temperature._ ... . ........ ... 3 A 2 L] 3
Herd test for butterfat . . . H2 1% i 1M mn
Herd test for bacleria. .. L] A2 B4 42 ]
Herd test formastitls . ..o i iiiienen o feemmei e L n 12 18
Other labomatary servioe. ...... ..o 1 3 L} B P
Totaleerviors .. .. ... .. ... .. 3 300 8 M1 13
Memborsrequesting ! .. _..ocoooio o oo L 304 WA 7 m 130

t Number of separate requests, some of which callod for more than one Lypo of service,
Source of data: Reoords of the assnciation,

cow in the herd. Special requests for butterfat tests are more numer-
ous in the summer months when tests are lower. The fact that the
number of requests per year has declined may be some indication of
greater producer satisfaction with the accuracy of dealer testa.

Weight tests involve the same type of work as butterfat tests.
In addition, the association lends scales to ite members for the purpose
of recording daily weights. Most of the other laboratory services
involve checking the requirements of the city health ordinance and
giving assistance to members when they are “degraded’’ because of
high bacteria count, high temperature, or failure to meet other quality
requirements.

Ficure 14.—Typre oF Mirk Houses ox Farus
Wite PersmiTs To SHip Grapep MiLk.

The health department requires that adequate facilities be
provided for handling and cooling milk at.the farm.
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TasLg 22.—Lasoratory SeErvices Recursten my Memarrs, Farws
Cities CooreraTive MiLk Propucers’ Assocration, 1933-37

Nuomber of requrents reerived
Nature of servies regomsted
1933 1534 s 1908 i 4
Chach of mifk weighta . .. .. . . ....... .. 32 H a2 [ &1 |
Check nf milk temperaturs. . e . 3 & 2 3 1
Herd lost for balterfal | 242 o 141 15 ™
Herd tesat for bacleria .. . 82 A 42 o]
Herd test for masistia . Y R PR in iz 18
Other labomatory sefviee. .. ... ..o 1 2 R 8] .-
Totalservioes . ... .. ... 24 m MR b1 2}
Memhersregqoestiog? . . ... . .. . ... . . I =”s 7 322 120

1 Number of soparsic rovquenta, some of which called for more than one Lype of serviee,
Soarce of dats: Reonrdz of the ssanclation.

cow in the herd. Special requesta for butterfat tests are more numer-
ous In the summer months when tests are lower. The furt that the
number of requests per year has declined may be some indication of
greater producer satisfaction with the accuracy of dealer tests.

Weight tests involve the same type of work as butterfat tests.
In addition, the association lends scales to ite members for the purpose
of recording daily weights. Most of the other laboratory services
involve checking the requirements of the city health ordinance and
giving assistance to members when they are “degraded” because of
high bacteria count, high temperature, or failure to meet other quality
requirements.

Fircure 14.—TvrEe oF MLk Houses on Farms
Witn PerMiTs To Ssir Grapep Miik,

The health department requires that adequate facilivies be
provided for bandling 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 tha Falls Cities association began operating, the cost of adminis-
fration 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
changes 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 & saving.

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

Tapre 23, —Cuaances 1w BuiLpines anp EQuipMeNT MapeE NEcEssary
BY THE Hearta Orbpixance oF 1931, ror ProbuUcers SUPPLYING THE
LouisviLLe MarkeT

Number of farms msking indicated improvements

Dairy barps Milk houses
Year sndiog Jone 38 New Naow me- New
sanliary | chaniral water
ge.m Buit |, u%e- Bult toliata eoalers | supples

|3 = 962 46 388

Soures of data: Records of the city bealth depsriment, Louisvilis, Ky.

TasrLe 24.—Cuances 1N v8E Graps B Srarus oF MiLx Propucers
Unber tae LoursvitLe Heavte DeparTument, 1932-37

Now Permits | Produeers | Producers
regraded

len- buding Aug. 81 penn?itg suspended | degraded
1. 662 {t) 209 152
47 {8} 518 an7
57 26 611 s
£7 15 842 i
78 ] 452 ]
eiry 45 828 598
Totel . .coaamann, . R L3e8 8s 3,359 3,030

t No data avaiiable.
Hource of data: Records of the city hesith department, Loufsville, Ky.
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installation of sanitery toilets, mechanical coolers, and improved
water supplies. These major requirementa are jn addition to nu-
merous changes in and greater attention to amall equipment and
supplies.

The average cost of meeting the health ordinance, according to
producers interviewed in the course of the study, was $402.40 per
farm (representing about 20 cows). The fullowing shows the dis-
tribution of the producers aceording to total cost reported:

Number of

Cont of meeting ordinance: produrers
None_ e e . n
09 el 24
BLO0-B190 _ e 80
RO B0 e el &7
B300-8309 e emmmem e . 44
B400-8400 . e eaaas em-... 19
S00- 8800 i emeammcmm—aa . 23
6008880 _ e 14
$700-8709. ________ ... ot e e oo e ae e B
RO BRO0 e emamceiee-a~ e 2
B0 098 . L aaicewecmereaaan 1
L B00 up_ e ememmaa—aas 20
Total. . _ e .27

The number of producers “degraded” under the health ordinance
has averaged about 50 a month. (See fable 24.) This degrading
means that the milk is purchased at ungraded or manufacturing-nulk
prices until the producer is “regraded’’—usually & period of 7 to 15
days. Mueh of the association’s work on quality in the last few years
has involved helping members to locate and correct the cause of the
failure of the milk or dairy equipment to meet quality requirements.
Field visits to the member’s farm, and tests for mastitis, off-flavor,
high temperature, and general sources of bacteris are included in this
service.

Cooperative Purchasing

As mentioned earlier, the Falls Cities association has made arrange-
ments for members and other producers in the area to purchase fead
and & variety of dairy and farm equipment items at 2 substantial
discount below prevailing retail prices. The sssociation manufactures
disinfectant and & fly spray which are sold directly te members.
Feed may be purchased at special prices through a local feed merchant
who, with the milk dealers, cooperates in handling cans, pails, strainers,
disks, and a variety of other equipment. Each member is given a
card which entitles him to discounts at s number of hardware end
farm equipment stores in Louisville.

According to its officials, the nssociation has had no credit problems
in econnection with cooperative purchasing. Sales of disinfectant and
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fly spray are on a cash or ¢. o. d. basis. Other purchases are made
directly from dealers, the association 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. 0. b.
dealers’ 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 association’s part in these changes involved
the signing of & 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 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
different rates 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

Ficure 15.—AssocraTioNn Trucks UnLoaping AT DraLEr’s PLATFORM.

Through continuéd attention to hauling problems, the association has made the s¢rvice
more efficient a2nd reduced the cost to producers,
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fily spray are on a cash or ¢. o. d. basis. Other purchases are made
directly from dealers, the association acting only as a bargaining
agent.

Sdpervision 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. 0. b.
dealers’ 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 associstion’s part in these changes involved
the signing of & leass 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 associstion was able to reduce the number of routes from 114 to
80 and the rates per 100 pounds for hauling by 5 to 10 cents; and to
enter into a lesse gontract with the fruck owners which gives the
association limited control over the hauling system. Under the leass
contract the trucks are operated for the association (see fg. 18),
and are exempt from a gross weight and mileage tax authorized by a
State law passed in 1832. Under the terms of the contracts the haulers
are punranteed payment for their work and they, in turn, agree to
provide covered trucks, cargo insursnce, 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
different rates were in offect, ranging from 11 to 37 cents. For more
than half of the shippers the rate was between 20 and 25 cents per 100

Ficure 15.—AssociratioN Trucks UnrtoabinG AT DeaLer’s Pratroru.

Through continued attention to hauling problems, the association has made the setvice
more efficient and reduced the cost 1o producess.
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TasLe 25.—Distrieurion or 229 Miux Propucers Accorbning To
Hauvwing Rates Paip anp DisTance From Marxer, Louisviiig,

Kv., 1937

Number of prottucers in group

Hauling tate per (0D pounds
{conts; 10-10.9 029 1S [0 mitm msii Teial
Hora

togmies | ooy milse lies
3 1 4
7 P ) 4 i M
) 17 x 2 H P
1 5 18 = k! bL.]
. 2 14 17 =
T R 17 50 o7 " P m

Source of dsta: Interviews with producers in the area in July and Avgust 1937,

pounds. On about one-fourth of the routes the rate was the same for
all shippers, but on the others there were 2 or more rates. Three of
the routes had 7 different rates. ‘These variations are due apparently
to distance, service, volume, type of road, and other factors; and,
according to the association, are amply justified in most cases.
(See table 25.)

About 71 trucks were used regularly on the 58 routes, each hauling
milk for about 16 preducers. The number of shippers waa less 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, giving
each trucker a daily gross income of about $8.

Hauling conditions in the Louisville milkshed are not grestly dif-
ferent from those around other markets in the area atudied. Among
eight markets on which data are available (see table 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 sverage
volume of milk per truck was high, and thus fewer stops were necessary
to a load.

TasLe 26.—Mitx Haviing ConpiTions v SeLecTeEp MARKETS IN THE
Fourt Farm Crepir Districr ‘

Average Average Inlly voi.
Market Year Tale per distance P""im LM per
100 pounds | Lo market | P truck

Centy Miles Number Founsds
9% 227 2.3 1 3,440
1937 20 LTN: s 3. 140
1937 .0 &8 ] 3, 1)
37 zZ0 B G E Z ixnt
35 263 I, 2 F 4 28
1935 250 15 4 1% I. 50
12 2688 e 2 3,200
1938 in.5 BT n & voo

Sonrce of data: Loulsvilie data are from records of the Falls Cities Cooperniive Milk Producers’ Amocis
ticn. Dinta for Chattanoogs, Indianapolis, and Fort Wayne ase based on retlmates of assorintion mpnagrrs
st those points. Data for Akrer, Columbus, Dayion, and Portamouth are Eom “Milk Con liten iD
Four Ohio Markets," Farm Credit Administratisn Bulietin 18, 1937, by W, (. Welden and T. (. Btiuts.
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One phase of the milk-hauling system in Louisville which does
not appear to be as efficient as might be desired is the unioading of
trucks in the city. For 13 of the 5% routes the milk is unloaded at the
plants of 5 or more dealers; for only 11 is all the milk unloaded at cne
plant. The reason is that producers select their own dealer, whereas
they do not have a similar choice of haulers. Efforts are being made
to increase efficiency in unloading, and the number of trucks unloading
all milk at one plant is steadily incressing. Some of the dealer-
producer affiliations are of long standing, however, and must be
considered when changes of this type are being made,

Herd Improvement

The newest service activity of the Falls Cities cooperative is the
encouragement, fnancially and otherwise, of dairy herd-improvement
sssociations 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 & dairy herd-
improvement association. In other words, of the total eost of $30
or $36 per Year for each member, the Falls Cities paid $18. Close fo
$1,650 was spent in this wey 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 essocistionshavebeen
formed. There were already two of these associations in the ares,
and the total membership now represents & substantial proportion of
the Falls Cities members.

Other Service Activities

In the opinion of its members the Falls Cities association performs
an important service by “representing the farmers’ interests in the
market.,” That Is, the association acts ss & representative of in-
dividual producers when called upon in connection with miscellaneous
milk-marketing problems, and &s a representative of all producers in
matters of State and national legislation affecting the dairy industry.
1t 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., and in addition to its work with legislative matters, per-
forms a valuable educational service. The program of the Kentucky
Cooperative Council is largely educational. The Farm Bureau hes
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always worked closely with the association on matters of genecral
interest to producers. Interviews with producers, as deacribed in &
later section of this bulletin (see pp. 85-68) indicate that thin general
representation of their interests appeals to them as a particularly
worth-while part of the association’s work.

Membership Relations Program

HE THIRD major part in the Fails Cities’ general program is

designed to give members full current information about the mar-
ket and the association. The purposes of this work are: {1} To
perform an information service for members; (2) to increase the ability
of members to control the association in an intelligent manner; and
(3) to create an understanding of and an interest in the association’s
problems. .

The following excerpts from a special letter te all members on
Janusry 10, 1935, illustrate the extent to which association officials
recognize the importance of this work: ““As an mssociation we can
attain the ends that you and I strive for through a sympathetic under-
standing between the membership and the management * * *.
We contemplate having a series of meetings in the very near future
* * * (for the purpose off) * * * going over informally the
stumbling blocks that confront us. We invite your comments and
suggestions as to our best method of meeting them. The strength of
our organization lies in the information and understanding of our
membership * * *7»

The means used by the association in presenting informetion to
create this understanding snd give members a chance to help determine
association policies, include: (1) An associaiion paper or magazine
each month; (2) an annual central meeting and local meatings of
members in various parts of the milkshed; (3) visita to members'
farms by fieldmen and officers; and (4} visits to the association office
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 exlent
to which the entire membership is reached.

Monthly Magazine

The Falls Cities Cooperative Dairyman has been published monthly
and sent to every member since December 1931, It covers such mat-
ters as market conditions, prices, sales, receipts, changes in association
policy, announcement of meetings, and general association news.
Articles are included on matters of State and national scope affecting
dairymen; one page is devoied to women’s interests; one fo laboratory
and service work; and ons to editorials. Numerous articles are
included each year on feeding practices and other matters pertaining
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to milk production, Adveriisemenis are prinied for members free of
charge. There are no other advertisements except for the disinfectant
and fiy spray mede by the association.

This magazine has been supplemented by some 20 letters to members
sent out from time to time. Most of thess deal with special events.
On the whole, however, the magazine has been the principal channel for
information. The membership agreement authorizes an annual deduce-
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 mors meetings each year in the 19 locsl units.
afford opporturities to improve membership relations. A report on
the year’s operations and the election of officers constitute the main
business at the Louisville meeting, with major attention to plans for the
coming year. Approximately 25 percent of the members, some with
their families, ususally attend the annual meeting.

The local unit meetings, usually two & year in each locsl, are
devoted fo detailed discussions of particular problems and offer
opportunities for intimate contact between the management and
the members. All these meetings are’ attended by someone from
the association office. Programs are outlined in advance to cover
speciael problems of current interest such as hauling, herd improve-
ment, and milk control.

According to association officials, the local meetings are not well
attended because some members lack interest in the problems under
discussion. When there is noe major issue imvolved and market
conditions are satisfactory, it is difficult to obtain a large attendance.
Of the producers interviewed, about 55 percent indicated that they
attended the annual meeting, and 44 percent that they attended all
local meetings. '

The milkshed territory is divided into 14 distriets for purposes
of nominating a director svery 3 yeers, but the district meetings for
this purposs are not the same as the local meetings held more fre-
quently in the 19 local units. Sinee 1935, however, the presidents
and secretaries of each local unit have comprised an advisory council
which meets in Louisville four times each year to discuss market
conditions and the work of the association with the officers and
directors. The producer mestings, therefore, give the producer
several chances to express himself regarding the association: (1)
Through comments and suggestions at all local and annual meetings;
{2) by & vote on directors at each annual mesting; (3) by 2 vote in
nominating his distriet director; and (4) by his votes in electing the
local-unit officers each year.

342737 —50——B5
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Visits to Members’ Farms

Field visits to the farms of members are usually made for a specific
reason other than general contact or educational purposes, but they
are none the less important in building membership relations. At
the time of this study, directors and local officers were visiting mem-
bers to have them sign a new membership agreement. The regular
field man and the full-time secretary of the association were helping
in this work and were also soliciting new members. Two of the
laboratory employees and the field man make a number of farm
visits each year in connection with requested laboratory services.
According to the producers interviewed, 94 out of 227 farms——or
over 40 percent—wers visited during the year ending in the summer
of 1937. |

Visits to Association Office

More than helf of the producers interviewed, exclusive of officers
end directors, reported one or more visits to the association office
in Louisville in the previcus 12 months. Most of the visita were
for a specific purpose, but the personal contact results in more com-
plete information and builds & better understanding between the
member and the association.

Many of the milk-truck drivers call at the association office on
matters affecting the members on their routes. Every eflort 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 heulers will make no state-
ments that may injure the reputation of the association, and will
not solicit changes in distributors on the part of producers.

Appraisal of Falls Cities Assoctation
by Members

ANY cooperative enterprise is essentially & joining of common
interests to attain some common objectives. It is important
that the management have at all times an understanding of the atti-
tudes of the members toward the objectives set up and the degree of
success in their attainment, as these facts have a direct bearing on
the support that may be expected for the association’s program.
With this in mind those conducting the survey visited 227 members
of the association asking each of them some 100 questions regarding
their reactions toward various phases of the association’s work.
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The members interviewed were selected from all parts of the
association’s aresn, with a view to obthining a fair eross section of
opinion. (See fiz. 18.} Contacts were made also with nenmembers
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 been members of the Falls Cities Asso-
cistion, and both these and the nonmembers expressed themselves
freely concerning its work.

LocaTioNn oF FarMs ofF Prooucers INTERVIEWED
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Edch dot represents one producing Farm

Figurz 16 *

¥isits were made 1o 277 producers, representing 293 producing units, in the territory of the
Falls Cities Cooperative Milk Producers Association, in 1937.



62 FARM CREDIT ADMINISTRATION

Characteristics of Producers Interviewed

A total of 277 producers, representing 293 producing units, were
visited. These were distributed among 29 separate milk dealers,
over 58 of the 60 hauling routes, and over 13 of the 16 counties in the
supply area. Between the 2 States and the major countics, the dis-
tribution of producers interviewed was not greatly different from the
distribution of milk shipments to market. (See table 27.) Every
effort was made to obtain a relizsble measure of producer opinion hy
assuring each producer that the answers would be strictly confidential
and by refraining from asking questions in a leading manner.

With the ides of making cross tabulations which might indirate
to some extent the reasons for approval or disapproval of specific
phases of the association’s work, numerous questions were nsked
regarding location and size of farm, size of herd, daily volume of
milk, experience with cooperative associations, tenancy, membership
in other farm organizations, and vears of shipping whole milk.
Although the cross tabulations proved of little significance, the an-
swers to these questions present an interesting description of produe-
tion conditions and of variations among producers.

A total of 293 grade B milk producing unite was represented by the
277 producers. The average size of farm was 210 acres, the average
size of herd slightly over 18 cows, and the daily milk shipments per

TasrLe 27.—DistaisutioNn BY STaTes anp CounTies or Probpucers
InTtErviEweDp During THE STuDY anD oF MiLk SuirMEnTs TOo Louls-
vitie, Ky, Year Enbinc June 30, 1937
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farm about 40 gallons. The average distance to market was reported
as 26 miles and experience as & 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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Ficure 17.—Percenxtace DisTrisuTion oF Propucers INTERVIEWED
Accorping To Si12ze oF Faru, Bi1ze oF Herp, anp Ortuen Facrors,
LouwisvisLe, Ky, 1937.
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More than 75 percent of the Falls Cities members interviewed has
belonged to the association since its beginning. Less than 10 percent
had any previous experience as a member of a milk cooperative,
and less than 10 percent had been Falls Citiea members for less than
2 years. Of the Independent Association, about 80 percent of the
members interviewed had been members of the Falls Cities associa-
tion. The average length of membership in the Independent Asso-
ciation was only about 2 years. About 80 percent of the nonmember
producers who were visited were formerly members of the Falls
Cities Association.

The remasining discussions in this section refer to the replies given
by the Falls Citiee members. Among them the answers were mostly
of a rather definite nature, well suited to tabulation. On only a few
questions was a high percentage of the answers indefinite, and on moat
of these the answer “do not know” or ‘‘do not have enough informa-
tion to justify an opinion” was appropriate. Among the independ-
ents and nonmembers, on the other hand, about 45 percent of the
producers answered “do not know' or gave no answer io each of the
fuestions calling for a streight “yes” or “no” answer. Little of the
analysis, therefore, relates to the reactions of any except Falls Cities
members.

General Appraisal of Association

As indicated above, most of the Falls Cities members interviewed
felt that their association had improved market conditions, had been
worth while, and was doing a better job as it grew older. Only about
one-third of them felt that itl had failed to accomplish some one of
the various things they expected of it.

The milk-market factors mentioned by members in their general
appraisal, together with the unsatisfactory conditions before the Falls
Cities was formed and the reasons given for joining the organization,
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 at the end, after each separate part of the
association’s work had been discussed. For this reason it is interest-
ing to compare the answers to the questions (1) “what improvements
have been made?’ and (2) “what have been the mejor sccomplish-
ments?’ By the end of the interview, 34 additional members were
reminded of definite benefits from the sssociation, and the number of
specific answers had increased from 260 to 386—many producers list-
ing 2 or more separate accomplishments.

Three or four factors appeared to dominate the thinking of mem-
bers in their general appraisal of the association. The price level for
milk was mentioned more frequently than any other factor except
as p reason for joining the association. Second in importance was
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TasLE 28.—Mirx-Mazrxer Facrors MenTionED 3y MEMBERS INTER-
viEwWED IN TreiR GENERAL ArPRaisal oF THE Faris Cities Coor-
EraTIVE MiLk Propucers Associrariow, 1937
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the presence in the market of an sgency to represent ths producers’
puoint 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 & service agency, particularly
for checking butterfat tests and weights.

The association was given more credit for services at the end of the
mterview than sf the beginning, although the nature of the questions
probably influenced this to some extent. Most of the producers who
indiceted that the association had fsiled to accomplish anything they
expected of it criticized its failure o 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 activilies 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 sbout one-third of the members interviewed
were familiar enough with the effects of control.to warrant an opinion.
Among thosse who did venture an opinion, the votes were sbout 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 svenly divided, with 5 against and 4 for
continuance of the Federal program.
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TapLE 29.—Arrraisal oF TRE Feperar MiLx-ControrL Procram IN
LousviLie, Ky., 8y 227 MemBers or THE Favrs Citiks Coorerative
MiLx Propucers’ Associarion, 1937
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Unanimity of members’ opinions was not so apparent on some of
the association’s separate activities. More than 90 percent were
definitely favorable to the associastion and felt that it had done & geod
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 of
members—the end product of all association work. Membership
appraisal of the effectiveness of the Falla Cities association aa a sales
egency, therefore, should be indicated clearly by the response to a
direct question: Would the price of milk in Louisville be higher or
would it be lower without the Falls Cities association in the market?
It was found thet almost 90 percent of those giving definite answers
felt that the association’s influence had resulted in higher prices for
milk in Louisville. Those few who felt that prices would be higher
without the association thought that increased competition hetween
dealers, the absence of asscciation dues, or their individusal bargaining
ability would result in higher returns.

About 26 percent of the Falls Cities members interviewed eaid they
were not familiar enough with the details of sales policies or methods
to eriticize them. Of the others, 106 members made no criticisms,
and 62 members made one or more suggestions. Of the total of 79
criticisms, 22 related to the dealers’ margins, 20 to the use of class
prices, 19 to the general strength and firmness of the association in
bargaining, 9 to the services given dealers, 8 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 atiention to surplus-milk problems
than to any other part of the sales program. This was probably
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becauss efforts to conirol seasonal surplus have directly effected ths
producer, and because the quantity of surplus is often the resson
given producers for price changes. The base-rating plan and some
other surpius-control measures wers live issues among the members,
with opinion sharply divided.

First, producers were asked whether the association should attempt
to limit the milk supply, as a part of its program to improve market
conditions and incresmse prices. The question was interpreted as
referring to both seasonal and annual surpluses of milk. The answers
were as follows: .

Mﬂ;gcn
replying
Answers to question: Should the association try to limit supply?
B - VLU PP 134
NO o e mcmm—em oo 72
Indefinite_ ___ . e ecea e 21
Total . iememo- 227

Almest one-third of the members apperently felt that any efforts
along this line were wrong. The few who gave reasons for their
negative answer either folt rather keenly that it was none of the asso-
ciation's business or that the price level alone shonld be the con-
trolling factor.

About half of those who favored making an effort to limit volume
made some supwestion as to the method which should be used. Their
suggestions may be summarized as follows:

. Members

Suggested method: replying
Useabase-rating plan. ... 18
Take new shippersonly asneeded______________________ 16
Educate producers as to market needs__________________ g
Pay lower prices to summer shippers. ... ...____ 7
Reduce or limit number of cows perfarm__ . ________.__ 3
Piace diztance limit on milkshed ______________________ 6
Othera_ . e ccccmcmmmmmema 10
B o] =Y S 86

The answers to more specific questions along this line indicate that
the members interviewed do not agree on methods which have been
. used by the Falls Cities association or were suggested by the questions.
{See table 30.) Of those who gave definite answers, only 38 percent
fike the base-rating plan and felt that it helped them, although 57 per-
cent thought it helped the market and 66 percent thought it limited
production. This substentiates the previous analysis of the base-
rating plan (p. 37) which indicated that even though it accomplished
its purposs to some extent, it was the source of so much irritation and
ill will among producers as to make its further use inadvisable.
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Tasre 30.—ReacTtions or 227 Meusers or Te Faris Cimirs Coos-
eraTIVE Mirx Probucers’ AssociaTion 7o THe Base-Ratinc Pran
anp Oruer Mernons or Controiiing Surerus Minx, 1937

Nsaiure of anawers by members

Prreehiage nf
Quesiion Members snswering defintte anawers
Yes iiodefinitel No Yo Na
Number | Numier | Number . Perrent | Poreent
Pidyoulkethebaseplan__ .. .. . ... n k1 124 KL 520
Didtheheseplap belpyou. . ____ . . . ... . il kg 12t n LA
Irid the base plan help the market. .. U 07 £ 72 [ ] 42 4
Did the base plan Himit production. ... __.___. tig &1 m A 3 ;T
Bhnurl] association Hmit thesupply srea. ... . . ... 1 77 43 0.6 E SN
Sheuld assoclation exclude new shippers. ... .. [ 4 7 RR it 3 M7
Bhould sasociation operate s surplus plant_ . _. ... 3 ki " 518 €. &

fiouree of data: Sarvey conducted by the anthors.

The members were almost equally divided on the question of an
association-operated surplus milk plant. A large number of tham
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 8 distance limit on the milkshed, The
quality program and association control of hauling probably operate
to effect a Hmit to some extent.

The reasons given for approval or disapproval of the base-rating
plen were mostly the smaliness of the producer’s base sssignment in
relation to his total milk production. As indicated earlier (see p. 38),
the base-rating plan merely distributes the total sales returns; if it
results in a higher return to some producers, it must lower the retumns
to others. Naturally, those whose returns are lowered oppose the plan,
particularly if they find it impracticable to produce more evenly
throughout the year. When the reactions to the plan were cross-
tabulated with volume per day, only the group shipping over 80 gailons
per day showed a majority favorable to the plan. Even in this group
the proportion favorable was slightly below 60 percent of the total.

Financial Reserves and Other Problems

Only 19 of the 227 members were opposed to a liquid cesh reserve
for their association. An equal number of members were undecided,
and the other 189 thought a reserve necessary. Less than hall of

_these suggested an amount, with suggestions ranging from $2,000 to
$100,000 and averaging $25,000.

Ten different needs for a reserve were given by 172 members, giv-
ing 295 individual answers. The needs listed were as follows: Emerg-
encies 144, guarantee of payments 73, general conduct of business 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 & revolving basis. This question wes not
raised among other producers, because -no special deduction 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 prices. Many of the general criti-
cisms of sales methods 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. Qut of 227 pro-
ducers, 133 answered “yves,” 42 answered “no,” and the other 52 were
undecided. This view is substantiated by the analysis of markst
data. (See table 20).

An even greater proportion felt 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,
gnd 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 bs 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 kmd -of services rendered by
the association gave more than 560 individual replies which are sum-

TapLeg 31.~—Services Recerven Fnomi Farrs Cimies CoopPERATIVE
Mirk Probuceas’ AssociaTion AND SuccesTioNs FoR CHANGES, AS
Listep sy MemsErs InTERVIEWED, 1937

‘Number of members listing servios

Waturs of service Tobe To be dis.
] ]
Reoolved | giwed | continued
Butterfat tsbing . e immemsmrec———eemacccceena- 134 a1 2
R A
"Conty va & o -
Cooperstive bu of mﬁp ____________________ 44 2 1
Dallysaleofmilk ______ ... .. ... TB leeeecmmnnan
Craerantee of PRYMADL. .. ccccmcmemcmcmimiemain 3] 2
gﬁalily and leboratory work .o iieieveciinnn cmmmen 2 3
ard-improvernent work._._....._. ____________ 2% 3
Emarg heip {o members. . _. 21} -
Higher pricesobtained_ . iiaiiesmmmawene -] 2
Farmers” Interasts ropresentod . . o oiouoaiaeramm—seannn L 8 D,
Control of milk deslers.......... . 8 2
Coptrol of SUPPEES MUK, ... . esuerernnacmmccmmacmmmemm e 5 3
Coptrol of hauling systam ... o .. oroeeeivmcrncmmmrcmmcsmenmenn 8 1
Markot information farodshed. o . ... ccimommeo o cimcecmnmmeos 13 . é
Misonllaneous

Totalreplies . .. ... iiceceeeimccrome—ece e Sa2 ] it
L T O, %8 52 i
1 These anxerars sugpested “more servios,” “beiter servioe,” or “quicker servioe™ for the mosi part,

Bource of date: Survey oonducisd by the suthors.



70 FARM CREDIT ADMINISTRATION

marized in table 31, About 115 of the answers really referred to the
association’s sales work, but this is net surprising nor entirely wrong
in a strictly bargaining association. About 250 of the answers related
to the laboratory and quality work, 123 to cooperative purchasing, 21
to the emergency help given during floed and drought periods, and the
others to miscellaneous services.

Suggested changes in the service program related mostly to hutterfat
testing, cooperative purchasing, and quality improvement. The new
program for herd improvement came in for some attention; 26 members
listed it as a service, 3 suggested more attention to it, and 2 suggested
less attention to this type of work.

Butterfat Testing

Although butterfat testing has been a live issue in tha market, and
the association management is not entirely satisfied with ita checking
of tests, only 33 out of 227 producers indicated that the present arrange-
ment was not satisfactory. Of the other producers interviewed, 172
wers satisfied with the existing test procedure. Only 93, however,
believed that the association’s check-testing work had resulted in
greater accuracy, and 81 indicated that they could see no change.
Thus, many of this group of 81 apparently felt that the arrangementa
were satisfactory before the association began its work. The 53 pro-
ducers who answered ““don’t know” were technicelly correct because
there is really no way to determine how nearly accurate the tests were
before the work was started.

Approximately 20 percent of the members seen made some comment
or suggestion with reference to the testing program. Almost half of
these merely stated that they believed the tests on the hasis of which
they were paid were not accurate, 14 suggested that the association
should check the dealers’ tests oftener and more closely, 6 felt that the
expense of checking tests was not warranted in view of the results
obtained, and 2 wanted the association to do all testing instead of
merely checking dealers’ tests. There appeared to be little recogni-
tion, except among the officers, of the fact that the State requirement
for basing the test on a sample made up of some of each producer's
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 associa-
tion had done nothing to help them meet the ordinance requirements
or to improve the quality of their milk. Only 60 gave the associstion
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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 reaction. 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
sssistance with quality problems. Another possible reason is that the
milk inspectors of the health department visit the farms st regular
intervals and producers are inclined to connect them, rather than the
association, with quality problems. A third possible reasor is the
naturs 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 1o have the costs
of administration shifted to the dealers and to have the effective date
deleyed so as to give producers more time to make necessary changes.
The association was successful in both these attempts, but only one
producsr mentioned the fact that the costs of admnistration 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 fiew 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.

The impression from the inferviews with producers was that thers
was much dissatisfaction during 1931 and 1932 with the new health
ordinance and many objections to the required changes. By 1937,
howaver, 208 out of 227 thought the ordinance was a good thing, and
the few who felt otherwise wers apparently influenced by the fact
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 ohjectionable at times.

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

_ing to $8,000. A few farms were already equipped, apparently; and, on
the other extrems, 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 or equipment:

Dairy barn: m&%
Comerete floor. e 13
More window space._ _______ ... ... - 20
New milkingstalls___.__.____._____. e e ememamaa . H
Entirenmew barn__ . ____ e iiaaa. 15
Other changes or repairs. _______ . .. ... . _..._.__.. 57

Milk house:

Built new . o cececacacesamcacoamscomnan——n is0
RepBIred . - . o e °

Improved water supply - e eeemeeann 28

Improved sanitary conditions__ . .. __ . _ . ________ o aaa. 28

New equipment:

Cooler or refrigerator. .. o oo e ceccmrrensene 55

Wash vat or tank. i emrcimecnrsreaanan 14

Other equipment___ _ . _ s 52

Total changes. . . eceece—m—a—enane 810

Members reporting. . ccmcecemecnseonea 213

Cooperative Purchasing

The service of the Falls Cities association in cooperative purchasing
of feed and supplies is widely used and appreciated by members.
In the 12 months before the interview, 113 out of 227 producers pur-
chased {eed and 159 purchased supplies of one kind or another through
the association. The supplies purchased inciuded milk cans, disin-
fectant, fly spray, strainer pads, buckets, strainers, and a variety of
other items. Only 68 producers bought no supplies and 113 no feed
on & 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 savings
aend purcheses, the purchases averaged $352 and the savings about
$42 per member, or about 12.5 percent. The value of purchases
ranged from $5 to $6,000 per member; 22 bought $500 worth or more.
Three of these producers said they saved nothing, but among the
others the estimated savings ranged from $1 to $500, or from § to
50 percent.

These figures indicate that 100 of the producers, and possibly a
number of the others who did not give definite estimates, saved
enough on their cooperative purchases to cover the cost of belonging
to their marketing organization. Each member on the average con-
tributes about $33 per year in association dues, whereas the average
saving on cooperative purchases for this group of 100 producers
was $42. 7

i
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Improvement of Hauling System

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 sssocia-
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 faet
that the partial control now sxercised has apparently resulted in
greater efficiency. The attitude of producers is probably influenced
by loyalty to private haulers and apprehensions as to the amount of
capital required for sssociation ownership.

To the gquestion “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 inereased
and 6 said that the rate was the same as before. Those who felt that
the sssocistion 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 of a mile-
age tax, and (5) generally improving the hauling service.

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

Nature of improvement needed: N;@“mfmmm
Better trusking equipment. o iiecemeaaic e 26
Better service from baulers._ _ . ... 21
More efficient routing. - .. _..__- PN 17
Lower rate struebure . o et mmem— e m oo memmeme—mm e 15
More assotiation condrol oo oo oo 7

Potal. i mmmrme e mmmmm e mmmmm——m————m 86
Total 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 only 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 majority of the producers believe that they select
their ewn milk dealer and that they should continue to do so. Only
10 producers out of 227 indicated that selection of a dealer was of no
significance to them, and 12 producers thought it should be & joint
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responsibility of the producer and the sssociation. More than 75
percent of the others believed that the producer should be allowed
to make his own selection.

The many reassons advanced for the opinion that choice of dealer
should remein with the producer were mostly to the effect that it
gave the individual some voice in the market and kept him betier
satisfied. Those who favored letting the association assign the
producer to any dealer recognized that the assembly system could be
made more efficient by doing this, and that with guarnntee of market
and of pay it really made no difference which dealer received the milk.
In connection with this question, office records showed that 5506 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.

Other Service Work

The only other direct question asked concerning any service
activity had to do with asscciation guarantee of payment for milk,
As indicated earlier, hypothetically the association does not guarantee
payment, but as a practical matter it has done so. The cost has
bsen very small so far, with only one or two minor instances when a
dealer was not able to pay for his milk. In reeponse to & direct
question, ‘“does the association guarantee 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 cut
of 5 members gave the association credit for sssistance along this line,

Most of the other work of the association which involves service
to members is done primarily for another purpose, or it is of such &
general nature that its effectiveness cannot be measured. Some
producers commented favorably on the general assistance given them
during emergencies such as the flood early in 1837. Alsoc many
producers mentioned the monthly paper and the field visits.

Results of Membership Program

The most reliable measure of the effectiveness of the association’s
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 sasocia-
tion has devoted much attention to the marketing system and has
apparently made changes beneficial to producers, yet is not given
credit for such improvements by its members, the work in membership
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relations has been ineffective to this extent. If 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 warranis
the conclusion that on questions of major importance the members
appear to be well informed, are loysal 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 responsibility which rests upon their association for
the maintenance 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 bauling problems, where some of the association’s work
was general in character and bad been accomplished 5§ or & years
belore, many producers did not know of the work and gave the asso-
ciation no credit for such sassistance.

In g similar study in Ohio it was found that members tend to forget
the improvements in certzin market conditions as time passes ® 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 slight 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 much 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 Methods Used

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

u Welden, W. C. and Stitts, F. G., Mitk Cooperatives in Pour Ohio Merkets, F. C, A. Bull. 18, 73 pp.
Hiny., W37,

142787 —38—8
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used, and the general results, Replies to these questions also re-
vealed the extent to which members were reached by the paper, the
meetings, the field visits, and by other means.

The monthly magazine published by the association appeared to
be the most effective means of giving information to members. Only
6 producers out of 227 said they did not receive the magszine each
month. Of those who did receive it, 209 read it and only 12 did not.
Only 8 members did not approve of having such & magazine, and 208
thought it was a good thing.

There was only a small response to the requeet for suggestions as to
how the paper could be improved. A totsal of 136 producers aaid that
it was satisfactory now. Of the 34 members who made constructive
suggestions, 21 felt that it should come out earlier in the month with
current statistics, 3 suggested & column for producers’ letters, and 2
suggested more articles on herd management.

As indicated earlier (see p. 59) the aitendance at meetings, both
local and annual, left much to be desired. Out of 227 members, only
62 attended the last annuel meeting and 144 attended any local
meetings during the previous year. Only 64 members attended 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 felt that they were of benefit. In the order of
their importance, the specific advantages listed were (1) meetings are
educational and informative, (2) producers are given a chance to help
control the association by voting, (3) marketing problems are sottled
and plans made, (4} members meet other members and benefit socially,
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. Numerous other suggestions
were made, as ‘“furnish entertainment,” “have 2 better program,” and
“have a reason for meeting,” but they also relate to the need for a
greater attendance. With regard to the local meetings, 44 members
thought the meetings were fine now and 48 suggested some improve-
ment; only 7 offered any suggestion for improving the annual
meeting; 64 stated that the meeiings were satiafactory at present.

One member suggested that it would help to get the farm women
interested in the association, and this general idea has been discuesed
on several occasions at meetings of cooperative leaders in recent years,
Apparently 8 number of associetions in other markete bave been
doing work along this line. The Falis Cities association has devoted
a page of the monthly paper to women but apparently has not recog-
nized them otherwise in the membership relations work.



COOPERATIVE MILK MARKETING IN LOUISVILLE red

Among the producers visited, 113 said the women in their families
were interested in the association and 103 said they were not inter-
-asted. A total of 99 believed it might be helpful if the women were
interested, 79 felt that it would not be helpful, and 4¢ were undecided.
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) sncourage 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 thet they had notf, and 4.3 percent were un-
decided. The purpose of more than s third of these visits was to
have the prodicer 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 appears that although less than half of the members
were reached through the membership relations work, practically 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 local 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 about the association’s
program. Nine producers answered “do not know,” and 79 producers
or about 35 percent felt that the informstion they were getting was
inadequate. -It is significant, however, that in this latter group, 20
producers said it was their own fault that they did not have enough
information. Three others were not getting the magazine and the
others either made no comment or mersly said they would like to
know more about the association.

The division of producer opinion was sbout the same toncerning
the part an individual member bas in determining sssoeiation policies.
About 63 percent felt that they did have a part, 33.5 percent said
they did not, and 4 percent gave indefinite answers. 1ln 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, attendancs st meetings,
and the willingness of the association to arcept suggestions were ali
listed as ways in which the individual producer ean have & voice in
policies. Omnly about 12 or 15 of the members seemed to foel that
they were given no chance to help control the association or that their
opinions had no influence. On the whole, these reactions can only be
interpreted to mean that all except a few members believe that the
association is controlled by its farmer-members. This should insure
the loyalty of members to the type of marketing program adopted
and enhance the bargaining power of the organization.

Appendix A

Basic Statistical Data

Tasre 32.—Averace Prices ror MiLx Sore v tHE LoussviLLe
MiLkszep For Manuracturing Pugrroses, 1925-17

Price per 100 pounds for 4 percenl milk &
Month
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1 195 1N 118 - 1.72 iP
1.98 i.85 212 213 T 1.8 .80
.08 188 187 | X 1. 43 57
1.9 178 | ] 08 .00 1.38 . ]
1L 178 .86 13 1.9 1,87 L
1.98 192 Lw 2% 2m 1.77 118
22 Lo8 2.06 ad b1 1.73 i.H
22 215 217 3% 2. 00 .82 I M
24 23 25 235 M 1.33 i 18
1o L&y %13 230 zm 1.00 Ll

Price 1890 far & percent milk 1
Montk per ponnds

1932 s 34 1935 196 37
$.02 0. 30 & L% .0 .5
.38 i R L8 1. 68 £ 50
.83 N .97 L 43 1 W 1. ]
B i 5] t. 50 147 1.4
A8 .0 .97 L3 1.6 L.
.83 88 -W 1.&7 I.» 1%
] t.o2 1.0t 1.02 1.5 LW
TR 1] 11t 1. .73 5. 44
. ] a5 Lo 10w 1.8 i
.8 o5 113 | B2 1. 48 i
.82 &5 13 | = LW to2
.98 bi ] - 8- ] 1. 47 8 170
.81 -] ioz L. L L&

i

t Composed of: 70 pereent of the Eentucky farm price of but thhe i5th of the mosoih times 4§,

pius 28 pereent; 15 parcent of the Indiana farm price of batierfatl on the 1%h of the month times 4, plus 20
giammt'ls tdlhﬂ(«?&mtmﬁknwmmmxmhmuﬁmwu

Seurce of data: U. 8. Depariment of Agriciiitcrs, Buresn of Agricultaral Ecopomios
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Tapre 33.—Price Pamp sy Mirx Dearers For Mirx Usep as Foump
Mirx anp Fouuis Creas, Lowsvitie, Kv.. 1925-37

Price por 100 poands for 4 porsent midk

Month
1938 198 17 R 1929 030 1931
Isoonry_ .. . ... ©273 2w 27 27% 5279 2.5 Inn
February 73 15 27 67 287 2.55 183
March % 2 27 4.4 284 232 1.35
%})ﬁLH_.. 1% am a3 232 55 232 1.8%
) 2, 221 232 232 258 130 18
jume___ 215 2 ¥ 252 155 231 18t
Jaly.__ 23R8 e | an 135 255 a2 187
A 23 23 2% 232 235 2 55 210
Sep 238 & i %] 235 258 2 55 i®
o EX: ) 296 254 255 255 2.55 19
November 308 &7 W 47 2.55 220 120
December .. 290 2 a7 aTe 2.55 - & 21¢
255 2. 40 2 55 2 54 b ) 238 Le
Price per 100 poaixds tor 4 percent milk
Month
1932 1833 1934 033 1938 1087
.74 595 2w 2H $2.18 293
1.3 1.95 (3: 28 118 2.9
174 1.8 i68 au 2 292
13 1.8 fE: 23 217 378
173 1.54 205 i 18 i
188 i.85 a7 23 283 152
1.98 i.05 28 22 .62 is
265 T e.a7 22 i 2%
208 20 26 23 am 264
65 208 2.06 28 29 288
05 07 2z 222 s - Y-
Zm 200 255 %] 83 24
Yeu-..______-___________ 188 106 210 222 254 F %)

data: {7, 8, Department of jcutture prices (Monthly Flokd Milk qur'. Mutei Naws Sorv-
of mmm prices for ciass 1 and

m} 1925-31. waightad average

class IT mik, 13

TasrLe 34.—Retair Price oF Mirk DeLivereD To Howes 1% LouvisviLyig,

K., 1925-37
Conts per guart
Mouih
1925 1928 -4 1038 i 1530 il
13 123 13 n 5] 13 1x
13 i3 13 =3 0 3 u
12 i2 13 13 3 12 16
12 2 13 12 | =3 i3 1a
12 iz 12 12 13 i2 Il
12 i2 12 12 13 2 11
12 2 12 12 13 12 1
17 V] 12 1z 13 3] 12
17 13 13 13 3 i3 12
14 2 125 X3 i3 13 13
1 13 13 3 i3 12 12
4 3 13 13 13 12 12
12 67 1242 12. 54 12 =B 13 12 42 L3
Cants per quart
Moath
132 1953 1934 RS e 1987
i bi] 13 12 12 14
io |' ¥ ] i 10 2 14
[t} 2 11 1.3 2 14
10 1 13 12 12 B3.5
hi:} 0 11 2 i¥ 13
10 ] L% 12 j3 % 13
L X s 1 12 i3 13
10 i1 n 13 14 14
18 11 11 12 13 14
0 1 1 13 4 14
W n iLg 12 ié 14
10 n 2 2 i4 1
'K ] 0. 53 it. 18 1L 7% 2ot na

Souroe of dats: ¥. 8. Deparument of Agricuitore Market News Sarvios.
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TasLe 35.—SprEAD BETweEN Prices ror FLutp Mink anp CREAM AND
roR Manuractumine Miuk, LouvisviLie, Ky., 1925-37

Cantz 106 pounds
Month per
192% 1925 o7 1978 e 1
January. .. ..., ki) 75 & oM [, ] A ™
February. - = 31 &7 2 L1 - . .3
Marsh, . . » 0 [ 7 t 12 k] al
{{wﬁ. . ] F 44 14 ] L a2
May.. - = 38 ® 19 i &7 )
Juns. . . 1] 36 M 2 ] m b d
July_.___ . 8 43 3 o M A3 )
August____ - -3 43 & Fi L o HL)
Baptember. . 4 » 2 ] 5 ™ i)
Ootebor. . 3R B i 34 4“ X2 A8
MNavembar [ <] 52 52 50 A5 il o
..................... L 44 53 “ 4] y o
Ceats per 100 pouads
Month *
1982 19533 1584 135 i-- .} 1087
ki 101 142 A8 ] H3
<3 124 110 E, ] L2 147
2] 124 1 At 7 127
a2 12 08 3 ™ 134
188 m 103 " 1,
122 w iR 18 iz 183
130 s s ¥ nT 114
128 13 " 1% 120 318
124 ¥ o H13 131 T
124 11¢ b e 145 1N
123 121 1m % 144 12
L] 130 102 75 148 20

Sguroe of data: See tablss 32 and 33.

TasLE 36.—InpEx Numpers or Prices or Ornes Fard PropucTs in
THE LouisviLee Mivksuzp, 1925-37

[1925-27 =100}

1925 1098 W o= 1920 1006 1931
1.8 L4 w. & 106. 1 124. 2 110. 4 4
107.3 165. 9 88,2 107.6 2.1 108, & 7.8
105. 7 1014 ] 1080 1246 1. 4 731
.8 .0 85. 4 108.7 125.3 102.8 79
105.2 i8] L] 114.3 2.3 o4 .90
05,3 0L Bh i 112.3 284 .5 7.0
ing. & i05.1 80,7 113.7 i 4 V9 4.3
110.7 .7 g81.8 HZE - N L 5% 4
108.0 0G0 9.8 8.4 29 ) oA % 837
106. 9 161, 2 [ R 112.3 177. 9 .8 &.3
1m.8 Wz 7 .2 109. 8 1274 ™2 a7
1138 HR. 8 9.8 Hi.o 128.4 s 2.7
108. 1 103.4 2.0 112.3 1271 .5 #7. 4

32 hio- ) o 1038 1988 1577

45 2 .4 0.7 T 3 13,1

43.1 4.9 8.7 .74 =8 122.8

42.8 431 5.0 2% 3 i 5 1248

42. 5 47.8 5.8 842 L] 1.8

0.9 20 23 M9 a5, £ 139

401 AR 53.1 8.2 BS. 5 124.3

2.4 5.2 529 5.2 N7 28 4

[ X 5.6 588 87 3 o2 4 22 4

450 552 8.3 o 5 e 8.0

0.9 L85 4 = a0 5 v 1.9

“.3 55.8 .6 88, 1 9.4 115.8

45.7 5.3 5.3 A6 5 9.2 114t

Yerr i 43.8 52.2 589 840 9 23,1
Bouree of data: Caleulated by using received bry farmers on 15th of each month 5 by U.8,

Department of Agriculture and the following sales fignren each month: Kentueky—228.000 hels of corn;
300,506 bushels of wheat; 200,000 bushels of potatoes; 18,600,000 poands of tobaces; 1,850,000 dozens of »zee;
A7.000 bundredweights of hogs; 40,000 hondredweightas of lambs; and 188,000 bundredweights of eatife,
Indians—385,000 bashels of corn; 265.000 bushels of wheat; 2,250,900 dorens of eggs; 87,000 hundred weights of
hogs; 80,000 hundredweighis of catiie.
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Tasre 37.—InpEx Nuwmeers oF Ferp Prices 1x Loursvitig, Ky.,
Month

Janunry . s

Fe

Poor 18 LouisviLie, Kv., 1931371

g | [BIEESR RARAVE ooty
- gedndy  nvHedd EHHSAR
§| #5IVRIR BRBRAKS FEEELDE
[=] prim i W 08 84 e el h ol
¥ | =3RREss HEssss PR EE
A o of o i 0ol W o o ok od
g | SH2IRFY SRENIER 8828:R%
» Ko g S e 6 i v el 0 0 i el o ] el
| $32LTUR 82835Rs 22233UR
& ST TP - L L L LR LT, T B
¥ | ®2s39Rn seghoRe 88AYER
-« Bom = beds Wi v dipiciniaioiod
2| 283RIY28 BurKERS Eugagrs
-4 e il o i oo cieviciciod = ol
§| 528883 8’2:3Ins AZBRUKS
V= seiptape riod ool of w03 Wil viipicdedging
7| enu=gex sums2sl SREHRETS
m Gl wal W v i v Wi o e o e 0
6| izerpI3 mx3%ss RERRER
- milllii Lo ol W 1 o o od i b
g | iRaLRIY 0285339 LR TR
b T L] e Nyl
g | imaneRy iBeR293
[ iIRdudss fed g o
g ! w Pvensg
oy TTJ&&G& T g ”,2.11?.“1“2

Source of dats: Based on prices as reported by

TanLE 38 —ReceiPrs AND SALEs oF ALl DeaLers REPorTING TO THE

Kentucky and ceftonseed meal, sherts,
10, respectively, were used in making up thoe index.

Tetal receipta:
b1 . S

Class I sl

WA ]

* Adiusted to the average buttertat test of milk received and sold, and to aniform class definitions.
Sourge of dats: Becords in the offos of the markot administrater, Louisville, Xy.

! See p. # for definition of pool
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Tasre 39.—8easonal VamiaTions in REcEiPTS, SAaLEs, anD Prices 1w
THE Louisviiie Miuk Marxer, 1931-37

Bidex of smasotal yaristion In —
Mozuih
Fhuid Burpius | Flui mitk | Market | Manufee-
mﬁ“‘;!lk n*ﬁmﬁt eream stk and cream poct turing mik

sains 3 sales 2 sl ? prioms ¥ pr ’
P94.0 . -4 "7 9 %3 m.3 b:
.1 1.t .8 718 i i a ot d
106 4 102. 8 101 4 x|0 1042 nn A WY
1.8 10}. & 0.3 16 1 102 2 ™ b W |
1.1 102. & 4.8 87 4 ) Li+ 38 m 0
.7 0.3 m.2 R 10 2 0 & E N ]
14.9 on_ 4 m.3 o n 9 H »! L8 )
108. 4 o8¢ M1 i L 1] oA N |
.2 % 2 ¥4 «. 8 o 0 m s L]
913 2. ¢ 8.4 21 il & A o
888 100. 3 9.0 M0 LR - K7 103 3
9.2 w2 .1 4.1 101.3 A im0

1 Calculsted by the use of 12-month movlngl:venm oentersd.
t Baged on monthiy data for all dealers in the pool.

# Based on dally sverage sales of 13 continuous Gealors.

t See tabls 34,

Bource of data: Records {n the offioe of the msarket adminisirator, Louisville, Xy,

TasLe 40.—Active MeMmBers oF Faris Crties Coorerative MiLx
Prooucers’ Association, 1931-37

Number at end of month
Menth
1031 1932 1028 1934 was 1038 1937
1, 381 L 154 1,089 1,040 I, e 1,00
1, 340 1, 150 1,084 1LOM 1,008 1,007
1.433 1,128 1,073 1,072 e 1,0
1,209 1. 119 1,064 1,808 [ o
1,23 1, 108 1.672 1,814 93 1,002
1,214 1. 1% 1071 1.m ol 1,00
1,254 1,107 1.0 1,805 1,006 1,007
37 5,192 1,064 1.5 1,002 1,010
1. 150 1,007 1,060 1,012 w7 £, 008
1. 182 1,001 1,051 1,007 990 990
I I73 1,5 1,045 D04 v 1,0m
5138 1,088 1041 1,007 %5 9o

Source of dats: Recorde of the assycisticn.  Approxitastely 2,275 different producers have boon Mambary
ai gne time or another.

TaBie 41,—Numper or MiLg Propucers ix THE PooL,
Loussvirre, Kv,, 1931-37

Number st end of mosth
Month
1931 1982 1033 1934 1938 w36 1637
1,808 1, 158 1,087 L1 1,018 5.00
1,50 1,152 1,088 L1 w7 £, 00
1,488 i, 138 1,078 L1 1.006 W]
1,418 1,192 1,088 £, 148 5, $.012
1,315 114 1,072 1,078 5, 060 LOoM
1 1, 100 1, 144 $,072 iL,om 1,045
1,720 1,108 1, 137 1,004 1, 6% 1.0
1,240 1, 06 1,188 950 L8 1080
1,212 L, 100 1,128 3,611 1, 0% 1, 040
1,186 1,004 [T a1 1,008 ek
1,178 1,088 1,208 LM 1,071 §,05
1, 106 1,088 1, 140 Lol 3,088 1,00
Year oo e L3517 514 L1119 1,000 1,430 1,063

Bouroe of dats: Eecords in the offics of the market sdminisirater, Louisville, K¥.
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TasLe 42.—Dany Mirx DeurvEmizs PER Propucer ann QuanTtiTy
User For Fruip Mivx ano Fruip Cream, Lovisviiieg, K., 1931-37

Pounds delivered per day
Month
8t 1932 s 1034 1638 1630 1937

145 204 188 2 208 208
178 202 153 1] 28 03
181 209 197 206 25 2

iyl 241 27 234 252
287 264 e 24 6 283
262 07 232 243 248 268
20 213 2i4 288 220 248
212 224 213 253 238 231
393 209 263 284 by 214
185 201 188 398 223 188
94 101 173 188 24 187
196 167 162 97 210 i)
0 215 208 220 228 04
108 137 1ag 148 166 14d
20 135 151 53 168 133
134 138 155 151 172 155
134 146 168 148 175 182
142 147 177 156 17¢ 183
1452 144 187 148 178 57
i38 138 147 154 164 154
2 135 141 185 158 8
124 148 147 157 1.3 154
138 150 150 156 158 154
13% 148 147 153 64 15
138 4@ 148 3 52 150
131 1M 53 HL ] 164 153

Source of dats: Repords in the offico of the mnrket administrator.

TasrLe 43.—Inpex orF Cuances IN Fruip Minx Sares v LouvisviLLe
Recorps oF Continveous DeaLers CORRECTED FOR  SEASORAL

VariaTions
[1931-30 = 100]
Month 1831 1882 1938 1934 1985 1036 1987

023 o977 4.9 8.1 H). 8 .4
105, 1 W3 o5 wes| 1004 95 %
057 9.7 1043 % 4 2.8 2.0
1.0 9271 1014 0| w3 1068
103.8 3.8 1027 974 18, 2 164. 8

%0.8 w541 023 w2l wss 1050
W08 T 22,4 9.1 88| w77 106.7
i00.2 83.2 9.5 1914 105.7 H.
1909 95. & a8 88.3 104.3 HE. 4
.0 8.1 was] wiil| w21 108.¢

8.8 802 9.8 1021 103.1 i %S

%3 6, 4 wez] w013] s 105 %

Souree of dats: Recordsin the office of the market administrator.
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TasLe 4. —RaTio or THE RETArL Mz Price LeveL 1x Loussvitie
To THE LEVEL OF FAacrory Pay Rovris 1n TtE UNiTED STATES

{19893 =100}
Month i9al v d 1983 154 1058 1] 3

95. 5 3.8 138.7 121 -4 3 0 2 2o

827 1.8 18.0 %0 b NS 90 7 3

7 104. 3 1321 -1 a7.68 LR kel )

.8 i12. 8 139.7 8GO 81 M3 Hne

3.8 F: N ] 127. 4 w8 .2 & L]

8. 1 fr2° ] [ 11,9 28 "1 “ § mdé

w8 1.8 112.9 w7 190 4 90 3 X

n 3 1357 8. g .9 9.0 "1 4 m

0% 8 7.9 o 3.7 o0 1 V3 e

165 % 27 01 .3 R ¢ a7 4 87T 8 kS |

116 ¢ e 108 3 108§ 3 s & L8 |

118.6 312 130. 4 164. 1 a0 B8 o3

Rource of data: Index of retall milk price (1932-30 =140} (ses iable 34} exprewed s» mhn of the

l!éﬁfﬁ of lactory pay rolls {1032-38=100). Latter indexfrom Bursau of Labor Rtntlnua, A, Dspartment
of Labor.

TapLE 45.—PErcENTACE oF SurPius Over Fruip MiLk anp Crean
SavLes 1n LouisviLre, Kv., 1931-37, ApjusTep For Seasonar Vari-
ATIONS !

Clas I1 sales a8 5 porosntinge of ciass [ and clase 1 ssies tn—

Monih S
1931 1932 i 1934 Fi- L] 1938 1987

JRTUUARTY ..ol -} 44 ah k] ]
February 58 » 3 ] a ]
Murch, .. - 4] [ ] ] L1 po3 *
ﬁiprﬁ.. - &7 57 = 47 x ).}
BY el 0 68 52 37 42 38 o
Jane. ... ... 41 a2 1Y 3 0 2 L]
July__. 45 5 53 2 a0 -4 M
Angust. . ____ 51 21 51 ] 41 40 4
Septem 5 48 48 7 43 5 ]
October__._.__ ... 54 - 5% » n & )]
November_._____ -3 ] [ i n 5 ]
December. . ____________. 8t 38 M ] ] 7 ©

i For all reporting dealers,
Bouroe of data: Records of the assonlation,

TasLE 46.—PercENTAGE oF Normar RamvraLt ¥ Loumsviiie, Ky,

1931-37
Actual rairrisl] as 5 pereenisge of sormal in—
Mouth
1931 1933 1933 1934 1935 Hae 17

" 154 114 5 k- [ %
B3 80 a5 12 38 = [0
a3 ] 129 82 188 3 17
w .74 150 77 i 106
5% ke 161 2 m e
82 73 18 112 1340 9 e
47 300 108 4 % ]
85 15 &4 144 108 & i35
125 fii ] 168 138 41 126 »
2% §i5 & ] T4 1253 50
“ 5 38 2 82 134 “
lo7 1] " & ] ki [ 3
kil 7 101 L3 1] - 14

!
E
|
:
;
E
f
E
i
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TaBLe 47—LEvEL oF THE AVERAGE PricE For Mirx Rerative To
Prices ror Feen, LoursviLie, Kv., 1531-37

Index of relative milk prios {1631-37=100} 1
Meantk
1931 1932 3033 1934 1933 1839 1037

i3} 143 108 81 107 -1
118 133 199 Bl 105 i
17 127 154 85 108 i)
00 121 104 a7 108 Fi ]
114 168 1i1 87 107 a8

106 183 85 i1 71
136 &Y 88 83 04 71
128 88 81 85 82 8
137 L] 17 87 % a8
130 162 T 93 83 i1t
3] 1c4 32 o &8 128
He 105 k] m &2 125

t Average price for grade B milk divided ihe average feed price, thus measuring the changes In tha
purchasing power of milk in terms of fead. itk priea adjustod for seasgual varistions.

‘The Iped prices ars composite and are composed of: 40 percent hay; 30 percent eorn; 10 parcsnt cottonssed
meal; 10 percent gray sheris; l;}c?amnt gluten feed.

Sonree of data: Tables 17 and 37,
TapLE 48.—LEvEL oF THE AvEraGE Price ror Mirk 1w LoursviLre

Reramive To Prices ror OtHer Farm Propuers, 1931-37

Index of relative milk price (1981-37 =160}
Manth
1631 1932 1988 1034 1985 ist] 1837

110 114 120 9 84 3
121 115 122 =8 81 72
123 114 124 -1 b
115 116 127 &b a8 w0
121 113 130 55 B3 &7
128 118 133 a5 92 a7
132 104 =2 80 87 a2
129 107 115 Iz 9% i
135 1 183 T2 08 a8
133 108 1i2 &0 “ Fi
138 104 113 #1 1 2
23 m 13 A2 91 ]

HSaurce of data: Aversge milk price divided by the index of cther farm prices, thus measuring tha changes
in the purchasing power g‘ milk in torms of other farn products. Milk w'g edfusted for seasonal variations.

Tapre 49 —SprEsD BETWEEN AVERAGE Price ror Miik v LovisviLie
AND Price ror Manvracruring Mirk, 1931-37¢

Spread iz cants per 100 pounds
Manth
1031 j882 1538 1834 15 1938 1837
Tanuaty. . ... _____ 3 a8 81 49 59 ]
February a2 3 81 ki) 44 @
Mareh. .. #1 ki i 57 58 9
AP e e ——— [11] 74 Iy 45 85 88
=Y, S 72 2 4] 78 74 Ei 7
Jume _ ___________ ¥ 48 [.1.3 F: ] -] = .74
Faly . 58 24 42 58 # 5 48
I S s Bl R 5| B % b
tember. .. ... .. @

st}.abar ____________ 43 Fi ] 71 34 74 83 T4
November...__..._.. 49 3 7 &9 56 85 87
AR, 3 58 ™ 71 33 [ 81

1 Both prioe levels adjusted for sassonal veristions.
Souroe of data: Tablee 17 and 33,
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Appendix B

Statistical Notes

Correlation analyses were used to aid in the interpretation of the
relationship between the volume of fluid milk sales and adjusted retail
milk prices, and salso to study the influence of severs] factors affacting
the volume of surplus milk in the market. The results of these
analyses are given briefly in the following notes.

1. Monthly volume of fiuid milk sales.—Dependent variable: Fluid
milk sales of Louisville dealers with continuous records, May 1931-
December 1937 adjusted for seasonal variations, index numbars,
1932-36=100. {(See table 45.) Independent variable: Retail milk
prices in Louisville adjustad by the level of factory pay rolls, May
1931-December 1937, index numbers, 1932-36=100. (See table 48.)
The coefficient of correlation between these two variables was +0.518,
Assuming that these data meet the necessary requirements from the
point of view of sampling method, the “reliability chart” prepared for
this purpose, may be used to indicate the statistical significance of this
measure of the correlation. With 2 constants in the regression equa-
tion and a total of 80 items, & coefliciant 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 nondetermina-
tion, meaning that 73.2 percent of the total variations in fluid milk
sales are unaccounted for by the straight line regression based on
rotail milk prices. Another somewhat similar analysis shows that the
standard deviation of the original eales data (average of the squared
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. Monthly volume of surplus milk in the market.—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 variabies:

{a) Amount of rainfall in the area during the 3-month period ending
with the eurrent month, expressed as percentage of normal. (See
table 48.)

U Davies, . B.and Yoder, D. Bosines Statistics. 1037. p. 48,
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(8) The pocl price for market milk expressed in terms of the price
level for feed in the area for the 3 previous months. (See table 49.)

(¢} The pool price for market milk expressed in terms of the price
level for other farm products in the area, average for the 3 previous
months. (See table 50.)

{d) The spread between the pool price for market milk and the
price level for manufacturing milk in the area, average for the 3
previous months. (See table 51.)

All of the variables were adjusted for seasonal variations where
such variations were of sny importance. The variables selected and
the periods of lag used were determined by comparisons of graphic
illustrations, and by logical reasoning. With rainfall, for sexample, the
effect of a deficiency one month might be almost offset by & heavy
rainfall the preceding or following month., With reference to pool
prices, the priee for a given month is not known to preducers until
after the middle of the following month, and in addition there may
need to be some lag between the producers’ first knowledge of & change
in price relationships and their ability or willingness to Increase or
decrease wilk production. The lag and the combination of 3 months
data for the independent variables sesm justified for these reasons.

The coefficients of simple correlation were as follows:

Between the volume of surplus and variable e, plus 0.391.

Between the volume of surplus and variable 3, plus 0.392.

Between the volume of surplus and variable ¢, plus 0.318.

Between the volume of surplus and variable €, minus 0.065.
With 2 conatants and 77 items, the first three of these are significant
on the basis of the religbility 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 significancs,
assuming an adequate sample. This multiple correlation coefficient
may be interpreted to mean that variations in these four factors, on &
straight line regression basis, account for almost 32 percent of the
monthly variations in the volume of surplus milk, leaving about 68
percent unaccounted for, or 0.68 as the coeflicient of nondetermination.

3. Quarierly volume of surplus milk in the market.—Dependent
variable: Volume of surplus milk as a percentage of fluid milk and
fluid 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: {g¢) Amount of rainfall as a per-
centage of normal; (b) pool price for market milk expressed in terms
of the price level for feed; {¢) pool price for market milk expressed in
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terms of the price level for other farm products; {d) spread betwsen
the pool price for market milk and the price level for manufacturing
milk.

As with the monthly volumes of surplus, seasonsl variations were
eliminated before the monthly data were combined into 3-month
averages. 'The lags used here were obviously somewhat different from
those in the previous analysis, although none the less logical.

The coefficients of simple correlation were as follows:

Between the volume of surplus and variable e plus 0.378,
Botween the volume of surplus and variable 4, plus 0.422,
Between the volume of surplus and variable ¢, 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 case, nons of these
is highly significant statistically, based on the reliability chart. A
coefficient of about 0.38 could be expected here in about § cases out of
100 due to chance.

The multiple correlation coefficient here, however, was highly
significant, assuming satisfactory sampling, from a statistical 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 mathematical relationships suggest.
In this connection it should be emphasized that there are seversal
rather rigid limitations in the use of such statistical analyses. For
example, adjustments for seasonal variations are made on a uniform
basis throughout, wheress the variations due to seasonal factors are
not the same in successive years. Also the period of lag was uniform
throughout, wheresas 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 & straight-line regression during
particular periods. ’
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