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• 	An Economical Source of Research Data 

By Norris T. Pritchard and Robert E. Olson 

Collection of data for economics studies frequently is a time-consuming and expensive process. 
This is particularly true of studies of plants that process and distribute agricultural products. 
During the last 2 years the Agricultural Marketing Service has been experimenting with a 
low-cost method of collecting data on the operations of more than 60 independent milk-dis-
tributing companies. The Service has now had enough experience with the method to permit 
a critical evaluation of it. In the accompanying paper the primary purpose of the authors is 
to present such an evaluation. They point out advantages and limitations of the method from 
the viewpoint of researchers who are actively engaged in analysis of data obtained by the 
procedure. 

ABOUT 2 YEARS AGO the United States 
Department of Agriculture contracted with 

a private firm of accounting consultants to fur-
nish reports on the operations of a selected group 
of fluid milk distributing companies. These com-
panies are clients of the accounting firm, which 
operates a cost-comparison service and an account-
ing consulting service for independent milk corn- 

anies. The principal purpose of these services 
to help managers of the client companies to in-

crease the efficiency of their operations through 
better management and accounting controls and 
through comparison of operating costs with those 
of other companies. Basic to achievement of this 
objective is a uniform accounting procedure for 
all companies in the cost-comparison service. The 
accounting firm tries to achieve this uniformity 
by establishing the same ledger accounts, defini-
tions of accounts, and cost allocation procedures in 
each company. Many of the companies had to 
make many changes in their accounting methods 
on entry into the service. 

Another essential feature of the cost-comparison 
service is regular quarterly reporting by the com-
panies on their operations. These reports to the 
accounting firm are prepared by the accountants 
of the client companies on standard forms in ac-
cordance with a uniform manual of instructions. 

Photostats of these quarterly reports are made 
by the accounting firm for the Department of 
Agriculture for analysis in a study of margins, 
costs, and efficiency of fluid milk processing and 
distribution. Each photostat is identified by a  

code number which reveals to us only the city in 
which the unnamed distributor is located. 

Under the terms of our contract, the accounting 
firm selects its clients and, therefore, the reports 
it sends to the Department. But the firm is re-
quired to submit a specified number of reports on 
plants in each of three sales-volume groups. It is 
obligated also to supply reports on as accurate a 
cross-section of independent milk distributors with 
respect to location and size of home city as it can in 
securing clients in the major geographic regions 
in which it operates. At present we are satisfied 
that these requirements have been met reasonably 
well for the North Central and Southern regions. 

This selection of plants does not, of course, pro-
vide a representative sample of the industry in the 
statistical sense. It, therefore, effectively pro-
hibits certain types of statistical inferences to the 
universe of milk distributors. But data in the 
plant reports are well suited for analysis of costs 
and efficiency in plants of the types included in 
the sample. From this standpoint, the reports are 
analogous to individual farm-accounting records 
long used in farm-management research and to 
records of plant operations obtained by traditional 
methods of personal observation and interview. 

Contents of Reports 

Each quarterly report contains much detailed 
information on the operations of the reporting 
companies. Properly prepared reports omit few 
facts of major importance. Dollar expenditures 
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for all inputs and outputs are reported in total and 
for operating cost centers, and corresponding data 
in physical units are reported for many inputs and 
outputs. 

One section of the report provides a complete 
breakdown of sales in physical units by products, 
by types and sizes of containers, and by method 
of sale. In addition, beginning and ending inven-
tories in physical units and the gross value of sales 
of each product by container size and type are 
reported. 

Another section provides data on operating ex-
penses. These are broken down into 12 major 
groups of accounts and 62 ledger accounts. The 
total in each ledger account is allocated to one or 
more cost centers in accordance with the manual 
provided by the accounting firm. A typical plant 
allocates expenses among 7 cost centers, but a few 
large, diversified companies have as many as 15 
cost centers. 

Other sections of the quarterly reports supply 
data on inputs of milk and cream, other ingredi-
ents used in processing, and finished products 
purchased for resale. Purchase prices of milk, 
selling prices of principal fluid milk products, use 
of labor by cost centers, numbers of delivery routes 
and route mileage by types of routes and numbers 
of customers per route are also reported. 

Merits of the Method 

The principal advantage of this method of col-
lecting research data is its low cost. The cost of 
obtaining similar data from the same or similar 
60-odd companies by the more common procedures 
of personal interview and observation probably 
would exceed present costs several times. Reports 
received by the Department are byproducts of an-
other operation—the cost-comparison service of 
the accounting firm. That is why the cost of this 
data-collection method to the Department is low 
in relation to costs of alternative methods. Fees 
from clients for this and other services constitute 
the firm's principal revenues and the contract with 
the Department provides only supplementary, or 
marginal income. Therefore the cost of the re-
ports to the Department definitely need not, and 
should not, be the full cost of their preparation 
and collection. 

A second merit of the method is that it provides 
data currently for a series of operating periods.  

• The present contract between the Department a 
the accounting firm has a duration of 3Y2  yea 
and its expiration about a year from now does not 
preclude the possibility of negotiation of a new 
contract to take its place. Reports are received 
by the Department, under the terms of the con-
tract, about 2 months following the close of the 
calendar quarter they cover. In contrast, alterna-
tive methods of collecting similar data usually 
cannot be so current nor are they well suited to 
obtaining data over a series of operating periods. 
They cannot, therefore, provide adequate informa-
tion on the dynamics of plant operations. 

A third advantage of the method is the high 
degree of uniformity among distributors in meth-
ods of accounting and reporting. Reporting com-
panies use the same accounting manual, account 
definitions, and cost allocation procedures. Except 
for minor variations noted below, the essential 
meaning of the data is the same for every report. 
The resulting comparability of data is likely to 
be greater than a researcher can achieve in a sur-
vey of plants, because each company records the 
facts of its operations from start to finish in es-
sentially the same manner. Moreover, in using 
the method, a researcher is not forced to try to 
adapt various accounting procedures to the oil, 
he has selected for use in his analysis. 

Another advantage of the method is the compre-
hensiveness and accuracy of the data in the reports. 
It is in the interest of each client company to re-
port on its operations both accurately and fully. 
Only in this way can a company obtain maximum 
benefits available to it from the cost-comparison 
service for which it pays a fee, and spends time 
and effort on the quarterly reports. Self-interest 
does not usually operate in favor of a researcher in 
collecting data from private companies by other 
techniques. Comprehensiveness and accuracy of 
reported data are augmented further by the stand-
ard report form which has been so designed as to 
facilitate and promote both accuracy and detail in 
reporting. 

Limitations of the Method 
Like most research techniques the data-collec-

tion method under review has limitations as well 
as merits. Some of the deficiencies appear to be 
important; others probably are not serious. Sev-
eral can be remedied without difficulty or much 
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*Dense while others appear, at the moment, less 
enable to correction. 

Inadequacy of data on the physical attributes 
of the plants is the most obvious, and perhaps the 
most important omission in the quarterly reports 
for a study of the efficiency of milk distributing 
companies. Little data regarding the structure 
of the plant or the nature of its equipment are re-
ported, although a few estimates can be made from 
other data in the reports. Values of plant and 
equipment are not reported, and rates of deprecia-
tion and taxation are omitted. Such omissions 
effectively prevent measurements of plant ca-
pacity, rates of turnover of capital investment, 
and a few other factors of importance to analyses 
of comparative efficiencies of plants of different 
types and sizes. The reports also omit a few other 
useful, but less important, facts. But these omis-
sions are correctible. Furthermore, alternative 
methods of collecting data on plant operations 
may also have important errors of omission, es-
pecially when inadequately financed or when used 
by inadequately trained persons. 

Another limitation stems from the fact that a 
researcher analyzing plant reports is not per-
sonally acquainted with the plants or their per-
onnel. Researchers generally are agreed that v  
en limited personal observation of a plant in 

operation helps in understanding how the sta-
tistics on its operations were generated. This, 
in turn, facilitates analysis, especially of those as-
pects of the operations for which relatively simple 
arithmetical and statistical techniques are not 
adequate. 

A brief personal interview with the company 
accountant who prepares the quarterly report for 
his plant would also be useful in discovering the 
nature of his departures, if any, from the uniform 
accounting manual and reporting instructions. It 
is apparent from the reports that essentially uni-
form procedures are followed by company ac-
countants, yet the manual and reporting instruc-
tions, even when followed conscientiously, permit 
some discretion in interpretation. Resulting dif-
ferences in the reports may be fully justified by 
conditions peculiar to the reporting company. 
Knowledge of these conditions would be advan-
tageous to the researcher in his analysis. 

Another limitation is that the researcher has 
only partial control over the selection of the plants 
included in his study. Under terms of the con- 

tract between the Department and the accounting 
firm the Department must accept all reports sub-
mitted by the firm provided that they meet cer-
tain general requirements as to size of plant and 
location. Furthermore, it is doubtful whether 
these requirements could be made more specific 
since the reports received by the Department are 
a byproduct of a private business venture. It 
would be unreasonable, if not impossible, to re-
quire the accounting firm to obtain specific com-
panies as clients. 

As a corollary to this limitation, the accounting 
firm cannot force a client to report regularly if 
it chooses not to take full advantage of the firm's 
services. The firm can only point out to such a 
client the losses to it of such lapses in reporting. 
Fortunately, for the firm and the Department, ir-
regular reporting has not been a serious problem 
even though it has reduced somewhat the number 
of firms for which we have a continuous series of 
quarterly reports. Similarly, our lack of full 
control over the selection of the reporting com-
panies has not been a serious disadvantage. Simi-
lar problems arise in use of alternative collection 
methods. 

Evaluation 

The method of collecting data for an economics 
study of milk plant operations discussed here ap-
pears, on the whole, to have considerable merit. 
It is low in cost in relation to the types, quality, 
and quantity of data obtained, and in relation to 
the costs and results of other data-collection pro-
cedures. It is superior to alternative methods 
particularly with respect to providing a series of 
reports over an extended period for a relatively 
large sample of companies, providing data on a 
highly current basis, and supplying data for a 
large group of companies using essentially uni-
form accounting procedures. 

Although the method has a number of definite 
limitations, some of these might be removed in 
the future. For example, under a new contract 
with the accounting firm, if one should be negoti-
ated, it might be possible to obtain more data on 
the physical characteristics of the plant, its build-
ings, and its equipment. Such information prob-
ably would not be needed each calendar quarter. 
An initial detailed description, supplemented by 
reports of later changes, if any, would be adequate. 
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It might also be possible to arrange for at least 
one personal visit by the researchers to each re-
porting company. 

Finally, it might be asked whether this method 
could be used by a State agricultural experiment 
station. At present the answer is a qualified "yes." 
This method is similar in principle to methods 
long used by agricultural experiment stations and 
extension services in obtaining individual farm-
accounting records. There are many practical dif- 

ficulties to establishing a successful reportim 
system for agricultural processing and marketikr 
firms, but the task does not appear to be an im-
possible one. However, for State experiment sta-
tions the savings in costs probably would not be 
as large as for the Department. The number of 
plants for which data are needed is less in a State 
than in a National study. Also, travel time and 
expenses are not so large in a State as in a Na-
tional study. 

Book Reviews 

George N. Peek and the Fight for Farm Parity. By GILBERT C. FLEE. University of Oklahoma Press, 
Norman. 314 pages. 1954. $4.00 

IN THIS, his second biographical study of ag-
ricultural leaders who fought the battle of 

equality for agriculture during the 1920's, Gilbert 
Fite has uncovered much new and detailed ma-
terial on. the intricacies of both the pressure and 
the party politics of the period. 

Mr. Fite's biography of Peter Norbeck, pub-
lished in 1948, was primarily devoted to politics 
within the State of South Dakota. The earlier 
book provided valuable insight into counter pres-
sures at work within the farm bloc which limited 
its effectiveness in the fight for McNary-Haugen-
ism ; it contributed new material on the early de-
velopment of the domestic allotment plan. 

Mr. Fite's choice of George N. Peek as the 
subject of his second biographical study is a par-
ticularly fortunate one, for Peek was the most 
militant and resourceful of the farm leaders of 
the 1920's who popularized and fought for the 
principle that the Federal Government had the 
responsibility for helping farmers to achieve 
equality of purchasing power with other groups. 
As executives in the Moline Plow Company, Peek  

and General Hugh Johnson turned their attention 
to finding a solution for the farm surplus problem 
in the early twenties because, as Peek said, "you 
can't sell a plow to a. busted customer." 

The plan that Peek popularized and played a 
major role in developing was based on the idea of 
making the tariff effective for agriculture by seg-
regating the exportable surplus from the part of 
the crop that was domestically consumed. By 
this means farmers were to receive a fair ratio 
price, or the domestic price plus the tariff, for that 
portion of the crop domestically consumed, and 
the world price for that portion sold on the world 
market. This 2-price plan was incorporated into 
the McNary-Haugen Bill which was before Con-
gress from 1924 through 1928 and was twice ve-
toed by President Coolidge. 

The plan developed by Peek and others and the 
several versions of the McNary-Haugen bills have 
been described and analyzed in a number of pre-
vious publications. Mr. Fite's contribution is in 
detailing the relationships between changes and 
compromises in the original plan and the necessity 
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