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PREFACE

This report is one of a series of studies of the operation of
Federal milk marketing orders in different fluid milk markets of the
country which has been undertaken by the Dairy Branch, Production and
Marketing Administration, of the United States Department of Agriculture,
The studies have been financed with funds mede available under the
Research and Marketing Act of 1946.

, Each of the studies attempts to deseribe the history of regulation
in relation to the special problems of milk marketing in each area, The
promulgation of milk marketing orders and their amendment from time to
time are usually made in response to these marketing problems, The
studies provide an opportunity to review the record after sufficient
time has elapsed to give all who are concerned with milk regulation an
opportunity to gain a perspective on the events that have occurred,

It is believed that the facts and discussion contained in this
report will be useful to persons interested in the Duluth=-Superior milk
market and to others who may be interested in the general subject of
regulation of milk marketing,
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FEDERAL REGULATION OF MILK MARKETING
IN THE DULUTH - SUPERIOR AREA

By Edmond S. Harris and Joel L. Blum, Agricultural Economists

SUMMARY

Conditions Prior to the Order

Duluth, Minn., and Superior, Wis., are adjacent citiesrsituated at
the western end of Lake Superior. -The population of Duluth is a little
over 100,000 and that of Superior is about 35,000.

During the early 1930's, the income of dairy farmers supplying milk
for these cities was seriously affected by the low prices paid by handlers
who were faced with a shrinking market for milk owing to the severe decline
of consumer purchasing power. Many producers attempted to improve their 7 .
situation by distributing their own milk directly to consumers or to stores
and restaurants in the market. To gain a place in the market for their raw
milk, they had to offer it at prices which were lower than those charged by
the established handlers who sold pasteurized milk, This made it more
difficult for the remaining producers to sell their milk to handlers at
satisfactory prices.

In 1937, the Twin Ports Cooperative Dairy Association wad unable to
contract for the sale of all its milk to established handlers, so it decided
to purchase its own facilities for the distribution of its members! milk,
The intense competition among handlers for fluid milk sales, which followed
this action, further disrupted the marketing of milk in the area. '

Issuance of the Order

In January 1941, the Twin Ports Cooperative Dairy Association and
the Arrowhead Cooperative Creamery Association requested the Secretary of
Agriculture to call a public hearing on a proposed milk marketing order for
the Duluth-Superior marketing area, The Secretary, acting under the Agri-
cultural Marketing Agreement Act of 1937, held a hearing in Duluth on Feb-
ruary 20. On the basis of the evidence in the hearing record, the Secretary
issued Order 54, which was made effective on May 5, 1941, following approval

by more than two-thirds of producers, as required by the Act.

Order 54 required handlers to pay minimum prices to producers in.
accordance with the use made of the milk. Two use classes were established.
Fluid milk, flavored milk, and milk drinks were in Class I, and fluid cream
and all manufactured milk products were in Class II. All producers supply-
ing handlers in the market were to be paid a uniform price on the basis of
a marketwide pooling arrangement. - :
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The price per hundredweight of Class I milk was established in the
original order by adding a differential (adjusted seasonally) to the Class

II price. The Class II price was established by a formula based on the
wholesale price of 92-score butter at Chicago.

Order 54 has been amended seven times since it was made effective
in May 1941, In addition, a part of the pricing section was suspended for
a'temporary period., Most of these actions modified the pricing provisions
of the order, The classification plan and some other aspects of the order
have also been changed by these amendments.

Accomplishments of the Order

, Among the order's accomplishments during its 10 years of operation
in the Duluth-Superior market, may be listed the following:

. (1) S i X :

',place of the inequalities of producer returns and the periodic depression
of their returns due to price wars among handlers contending for larger
‘shares of the fluid milk market, the order provided a plan which equalized
costs of milk among dealers handling varying proportions of fluid milk
sales, established minimum prices of milk for various uses, and distributed
the proceeds of sales among producers in a manner acceptable to then.

(2) Ass 3 g of g : The order removed
the condition whereby some producers were cut off the fluld milk market and
cooperative associations had to manufacture an undue proportion of surplus
milk during months of flush production. ,

, (3) Th f ] to_ch sonditions of s
and demand., The pricing of milk under the order was more consciously re-
lated to supply and demand conditions than had been the case in the years
~prior to its issuance. The influence of retail price wars on farm prices
of milk was eliminated. o ,

(4) Creation of a public hearing procedure. This procedure provides
a more open and democratic means of arriving at prices and marketing arrange-

- ments than was provided by private conferenoes between producers and distrl-
butor Se

(5) Provision of impartial administration. The order has been more
impartially administered than could any industry agreement which might be
~ set up to accomplish similar objectives. The rights of handlers to appeal
decisions of the Market Administrator and the auditing of books and records
of all handlers in the market help to assure fair administration.
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Other:ASPects of Order Appraisal

In addition to the above accomplishments, the study of the order's
operation leads to these conclusions on the following matters:

(15 —gggginﬁigx_gi_g:gg;. The improvements in marketing stability
and the gains made by producers would be jeopardized if the order were to
be discontinued in the Duluth-Superior market. ’ '

~ (2) Impact on handlers. The order has not resulted in any injury

to the position of handlers, as a whole, in the market. By equalizing
payments, however, the order has changed the relative costs of procuring
supplies for individual handlers in the market, Tt has also provided
encouragement to producer-distributors to market their milk through other
handlers. Although the order was a factor in hastening the decline in the
numbers of handlers and producer-distributors, these declines were part of
a long-run trend resulting from factors operating outside the order, such
as changing health regulations and the tendency of smaller handlers to
merge with larger ones. ' : o :

(3) Impact on consumers. Consumers in the market do not appear
to have incurred- any disadvantage because of the order's operatiqn.

(4) Impact on the producer associations. The function of the pro-
ducer associations under the order does not appear to have been diminished.
The existence in the market of two associations which, under the Agricul-
tural Marketing Agreement Act, may vote approval or disapproval of the

Secretary's decisions on changes in the order, could conceivably jeopardize S

the order's continuity and may lead to excessive competition for new mem-
bers, The order has improved the competitive position of the associations,
in their capacity as handlers, by equalizing the costs of surplus mi

among all handlers in the market. : ' -

(5) Effect on producer returns. The order affects returns of pro-
ducers in several ways: (a) By equalizing returns of producers, (b) by
providing seasonal differences in returns; and (c) by providing for more
gradual changes in returns in relation to changing conditions of supply
and demand. Also, the marketing and pricing mechanisms of the order might
be expected to serve as a brake on short-term deterioration of producer
prices in a period of general economic crisis. It is not possible to
determine the effect of the order on total producer returns beyond what
they would have been in this market in the absence of Federal regulation,
By itself, however, the order in its present form 1s not capable of affect-
ing appreciably the total returns of producers, over a long period. '

: (6) Milk supplies. The pricing provisions of the order have pro-
vided the incentive for a steady increase in production per producer during
the years of its operation. However, a shortage of supplies from shippers



-4 =

 whose milk is inspected has developed in the low-production season during
most of these years because of: (a) The increased demand for milk caused
- by the war, (b) the decline in the number of producers because of stricter
health standards and other factors, and (c) the decline in the number of
producer-distributors. The order has not been an effective instrument for
‘encouraging more even production of milk through the year. The incorpora-
tion in the order on January 1, 1951, of the so-called Louisville Plan for
providing incentives to producers to greater fall production is the most

~ serious effort which has been made to deal with this problem under the
order. ' ' . ' '

, (7) Wartime experience. The existence of the order in the Duluth-
Superior market facilitated the operation and enforcement of special war-
time programs relating to the dairy industry. The Market Administrator
‘was appointed to administer War Food Order 79 (establishing sales quotas
on fluid milk, cream, and byproducts) in the Duluth-Superior market,
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I. THE DULUTH-SUPERIOR MILK MARKET PRIOR TO FEDERAL REGULATION

The Marketing Area

The Duluth~-Superior milk marketing area, as defined in the Federal
marketing order, is located in the northwestern part of Wisconsin and in
the northeastern part of Minnesota, at the western end of Lake Superior.
It comprises the cities of Duluth and Cloquet in Minnesota and Superior
in Wiseconsin., In 1950, these cities had a combined population of 146,820,
The total population of the three cities has been quite stable for the
last 30 years, as shown by the data in table 1.

Table 1l.--Population of the Duluth-Superior marketing area,
April 1920, 1930, 1940, 1950

[?eaill :TOt?l market- : Duluth : Superior : Cloquet
Number Number Number Number
1920 143,715 98,917 39,671 5,127
1940 143,505 101,065 35,136 7,304
1950 1/ 146,820 104,066 35,091 7,663

l] Pr eliminaryo

Bureau of the Census.

The cities of Duluth and Superior are situated at the head of the
Great Lakes waterway. They are primarily shipping centers, although they
are also important as trade and service centers for a large surrounding
farm area, Several rail lines converge on the cities carrying iron ore
and grain from the Northwest, Both of these products are then reshipped
on lake steamers to points of use. On return trips, coal and other pro-
ducts are brought to the Twin Ports by boat to be reshipped by rail to
other cities,

The Duluth-Superior milk market was served, in June 1941, by 22
proprietary handlers who purchased at least part of thuir supplies from
producers or from other handlers, and by 109 producers who distributed
milk of their own production. Two producers! cooperative associlations
were also engaged in the distribution of fluid milk in the market.

Two organizations of milk dealers, the Duluth Milk Dealers! Asso-
ciation and the Superior Milk Dealers' Association, served member dealers
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'ih—their'réépéctive,cities'as'a means of clearing market information and
working for the improvement of the industry. A bottle exchange also was

in operation to receive stray bottles collected by route men for return
to member handlers. '

: Milk ordinances were enacted in both Duluth and Superior in the
early 1930's, These ordinances were in operation in 1941, when the first
Federal hearing was held. Under their provisions, all farms from which
milk was shipped to the Duluth-Superior market for fluid use, had to be

 certified by local health authorities on the basis of their inspections.

These health authorities kept permanent records of producers so certified
and the health departments of Superior and Duluth had s reciprocal agree-
ment to use uniform standards and accept each other's certification, All
the cream used for bottling purposes was supposed to come only from in-
spected farms, although there is some evidence that this provision was not
always strictly enforced., Milk used for flavored milk and milk drinks,
however, and milk used for manufacturing purposes was permitted to come
from uninspected farms,

The Supply Area

The supply area for the Duluth-Superior milk market is within a
radius of about 40 miles of the two cities., The actual area within which
the supply of milk is produced is quite irregular, having its greatest
extent to the west and southwest in Minnesota, and to the east in Wiscomsin.
In other directions, the extent of the supply area is limited by sections
of rough, nonproductive land and by Lake Superior. (See fig. 1.)

The United States Department of Agriculture estimated that there
were about 1,215 producers shipping milk to the market immediately prior
to the February 1941 hearing, Of this number 525, or 43 percent, operated
farms in Wisconsin, and 690, or 57 percent, operated farms in Minnesota. 1/
This estimate did not include about 125 producer-distributors in the market.
On the basis of information acquired after the order was in operation, the
total number of producers was probably underestimated by about 150.

The supply area for the Duluth-Superior milk market is in a region
which is generally more suited to dairy operations than to other types of
farming, The land is level or gently rolling, but much of it is rough or
wooded, Milk production is the most important source of cash income from
farming in the area. County agents who testified at the hearings, esti-
mated that from 70 to 85 percent of the annual cash income from farming is
received from the sale of milk. Dairy farms are small in size compared
with those in most dairy areas, herds of about 10 or 12 cows predominating, 2/

) 1/ Record of the Duluth-Superior Mi}k Hearing, Feb, 20, 1941, Exhibit
2/ An increase in output of milk pe# farm has taken place during the

years of order operation, See page 48, E
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The balance of cash income is received from poultry and eggs, berries,
potatoes, cabbages, and a few other crops produced within the supply area.
The major farm crops in this area are hay and grain for the feeding of
 deiry cows. Because of unsuitable climatic and soil conditions, no attempt
is made to raise corn and practically no hogs are kept by farmers, Many
dairy farmers are employed in part-time work in the industries of the area.
Lumbering, paper mills, shipyards, and local manufacturing offer part-time
and seasonal employment to farm operators and farm workers, The attraction
of such opportunities varies with changes in general economic conditions,
it being greater when wage rates are high in relation to milk prices.

- The production of milk in the supply area for the Duluth-Superior

- market is highly seasonal in character. In 1941, total receipts of milk
in the market during June (the month of highest production) were 1.75 times
as great as receipts during November (the month of lowest production). The
‘severity of the winters and the length of the barn-feeding period are fac-
tors causing'a sharp decline in milk production during that season of the
year. The so-called flush or high period of production usually begins in
May, and lasts until about the end of June.

: The main manufacturing outlets for milk produced in the supply area
- for the Duluth-Superior market, at the time the order went into effect,

- were for the manufacture of butter, skim milk powder, and ice cream. Dried
casein was produced by some plants in conjunction with their butter manu-
facturing operations. In the vicinity of the supply area, several cheese
plants provided an additional manufacturing outlet for milk produced by
dairy farmers. Table 2, compiled from data presented at the first milk
hearing, shows the number of the various types of dairy manufacturing
plants, available as outlets to farmers, located within or adjacent to the
Duluth-Superior supply area, in 1938. Of the 89 plants available at that
time, 71 were equipped to manufacture butter, 6 had facilities for making
~dried skim milk, 21 for making dried casein and 7 for making dried butter-
milk, In addition, 19 plants were equipped to make cheese, 16 to make ice
cream, and 1 to make evaporated buttermilk, '

Early History of the Market

Beginning about 1926, the supply of milk for the Duluth-Superior
market increased without a corresponding growth of demand for fluid milk
and cream. An increasing proportion of the total market supply had to
find a market in the lower price surplus outlets, such as butter and
cheese. 3/ The situation of dairy farmers in the supply area became more
serlous when the effects of the general economic depression, which began
in 1930, were felt in the Duluth-Superior market.

' 3/ Record of the Duluth-Superior Milk Hearing, Feb. 20, 1941,
Exhibit 2, , ’
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Table 2,—Number of plants manufacturing dairy products within or
adjacent to the Duluth-Superior supply area, classified
according to type of product manufactured in 1938 L/

Minnesota Wiscoﬁsinr Total
Number Humber Number

Type of product manufactured

joe o0

Butter 26 11 37
Butter, cheese — 3 3
Butter, dried casein 1 5 6
Butter, dry milk 1 1 2
Butter, ice cream 4 1 5
Butter, dried buttermilk 6 —_— 6
Butter, dry milk, dried casein 1 2 3
Butter, cheese, dried casein 2 5 7
Butter, dried buttermilk, evaporated
buttermilk 1 -— 1
Butter, ice cream, cheese, dried milk 1 —— 1
Ice cream 2 8 10
Cheese - 3 3
Cheese, dried casein 1 A 2.
Total 46 43 &9

1/ Includes the counties of Altkin, Carlton, Pine, and St. Louis in
Minnesota and Bayfield, Burnett, Douglas, Sawyer, and Washburn in Wis-
consin,

Compiled from deta in Exhibit 2, Record of the Duluth-Superior Milk
Hearing, Feb., 20, 1941.

»

The extremely low prices which prevailed for all manufactured dairy
products during the period from 1930 to about 1935, depressed the returns
to milk producers to a very low level. These low prices for manufactured
dairy products reduced the value of manufacturing milk to less than $l a
hundredweight., The supply of milk was so much in excess of the require-
ment for fluid products that some handlers were able to purchase their
supplies of milk for these purposes at prices only slightly higher than
those for manufacturing. Many producers decided to distribute their own
milk directly to consumers, because handlers could not offer them a satis-
factory market for this milk, These producer-distributors often sold their
milk at "distress" prices, which increased the disorganization of the mar-
ket,

The situation in Wisconsin and Minnesota is indicated by the data
in tables 3 and 4. In 1933, Wisconsin creameries paid an average price 7
of only 90 cents a hundredweight for milk, cheese factories paid 91 cents,
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' ;condenseries $1.04, and fluid milk distributgrs $1.25. It should be noted
that these are average figures for the year and that they apply to Wisconsin
as a whole, rather than to the Duluth-Superior market. In both Minnesota

"~ and Wisconsin, the index numbers of prices paid for butterfat fell, during

1932 and 1933, to less than half the 1923-29 average.

~ Two producer cooperative associations, the Twin Ports Cooperative
Deiry Association and the Arrowhead Cooperative Creamery Association, have
been prominent in the history of the Duluth-Superior market. The organiza-
tion and history of these two associations were described in the report of
the Department of Agriculture which was presented as an exhibit at the first
~ public hearing, 4/ = '

~ Both of these associations are of the operating type, distributing
and processing the milk of their members as well as serving as bargaining
-organizations for the sale of milk to handlers in the market, The member-
ship of the two associations comprises about two-thirds of the active
shippers in the market, The entire membership of the Arrowhead Association
is in the State of Minnesota, while the Twin Ports Association has members
in both Minnesota and Wisconsin,

The Twin Ports Cooperative Dairy Association, with its headquarters
in Superior, Wis., was organized in 1916 as a bargaining organization having
for its purpose the increasing of returns to producers by bargaining col-
lectively for the sale of milk to handlers, In 1925 the association built
its first plant for processing surplus milk products, and in 1927 this
plant was greatly expanded with a capacity about 4 times that of the orig-
inal surplus plant and able to make skim and whole milk powder, butter and
cottage cheese, In 1937 the Twin Ports Association constructed its first
plant for pasteurizing and bottling milk for fluid distribution. The asso-
~ciation by 1941 was operating a number of wholesale milk routes distributing
milk to stores in both Superior and Duluth,

The Arrowhead Cooperative Creamery Assoclation was organized April
1, 1925 for the purpose of processing and distributing the milk produced
by its members, The headquarters of this association are in Duluth, and
unlike the Twin Ports Association, all of its members are located in the
State of Minnesota. However, the Arrowhead Assoclation, according to the
Department report, was, at that time, distributing milk to homes and stores
in both Superior and Duluth. The processing operations of the association
included the manufacture of butter, ice cream, milk powder (roller-type
process), cottage cheese, and American cheese,

, ~ The two associations perform a number of services for their members
in the course of acting as their agencies for disposal of their milk. Among
~these services are: (1) Check-testing and check-weighing of milk, (2) the
furnishing of market information, (3) the sale of milk cans, and (4) the

it 2 4/ Record of the Duluth-Superiorruilk Hearing, Feb. 20, 1941, Exhib-
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Table 3.--Average prices paid Wisconsin farmers for milk'by
'  creameries, cheese factories, condenseries, and
fluid milk distributors, 1926-40

or P * b ight pald by=—-

Year : : Cheese : . s TFluid milk
. Creameries .7 i . Gondenseriés;i distril
Dollars  Dollars Dollars Dollars
1926 1.86 1.80 2.04 2.25
1927 - 2,02 2.05 2.24 2.34
1928 2.04 2.00 R.27 - 2.39
1929 1.94 1.84 2.12 2.43
1930 1.57 1.49 1.69 2.12
1931 1.)2 1.07 1.25 1.58
1932 .83 .81 .92 1.28
1933 .90 .91 1.04 1.25
1934 1.05 1.00 1.16 1.39
1935 1.23 1.27 1.35 1.55
1936 1.45 1.42 1.60 1.80
1937 1.51 1.48 1.63 1.95
1938 1.21 1.16 1.31 1.71
1939 1.13 1.14 1.25 1.58
1940 1.31 1.30 1.40 1.73

Compiled from data published by the Wisconsin State Department of
Agriculture.

Table 4.--Index numbers of average prices received by farmers
for butterfat, Minnesota and Wisconsin, 1930-40
(1923-29 = 100)

Year Index of average prices
H Minnegota i Wigconsin
1930 81.9 81.2
1931 59.8 60.7
1932 42,2 45.3
1933 44,6 474
1934 53.9 55.0
1935 65.3 - 6644
- 1936 7.8 75.8
1937 78.1 78.7
1938 62.4 64.4
1939 56.8 59.3
1940 66,4 68.7

Compiled from data in Exhibit 2, Record of the Duluth-Superior Milk
Hearing, Feb. 20, 1941.
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sale of manufactured milk products to members at wholesale prices.

Both of the associations sell milk to handlers mainly for fluid
disposition in the market. However, neither of them, in 1941, had written
contracts with handlers, All sales to handlers were made on a flat-price
basis without regard to the ultimate utilization of the milk sold.

In 1941, there were several other organizations of producers in the
supply area for the Duluth-Superior milk market. Among these were: (1)
The Head of the Lakes Milk Producers' Union, (2) the Farmers Union, and
(3) the Farm Bureau. These organizations carried out activities of an
educational nature and had legislative programs which they sponsored.

During the early 1930's, the producers! associations, which were
attempting to handle almost the entire surplus for the market, were placed
in a disadvantageous position, Handlers were able to buy their supplies
for fluid distribution from independent producers at a very low price, but
still provide these producers a return which was higher than the blended
returns to members of the association. As a result, the associations
found it difficult to retain their membership, and independent producers
had a strong financial incentive to retain their independent status.

As falling wage rates and widespread unemployment caused a sharp
curtailment of the demand for fluid milk and cream in the market, com-
petition among handlers for the reduced market became more intense. Prices
to consumers were cut sharply, but as the greater part of the reduction was
passed on to producers and as only a partial restoration of consumption re-
sulted from these price cuts, the economic condition of producers was not
alleviated, and competition among handlers failed to become stabilized at
the new price levels,

In 1935, the Twin Ports Cooperative Dairy Association attempted to
improve the foregoing situation through a Federal milk license. They peti-
tioned the Secretary of Agriculture for a public hearing on a proposed lic-
ense for the Duluth-Superior sales area, under the provisions of the Agri-
cultural Adjustment Act of 1933. A proposed license was drawn up by the
Dairy Sectlon of the then Surplus Marketing Administration, Department of
Agriculture, and discussions were held during January 1935, in an effort
to agree on a hearing date., At that time, however, nothing further was
done on the matter, All the dealers and about half the producers in the
market opposed the plan, 5/ Further efforts by the Twin Ports Association
during 1937 and 1938 to obtain Federal regulation failed for the same
reason,

5/ Kellogg, D. H. History of Twin Ports Cooperative Dairy Asso-
clation 1916-1944, published by the Twin Ports Cooperative Dairy Asso-
clation, Superior, Wis., p. 42.
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Conditions Leading to Regulation

The conditions existing during the early 1930's tended to turn
normal competition among handlers, and between handlers and the pro-
ducers' associations, into destructive channels, which culminated early
in 1937 in the failure of the Twin Ports Cooperative Dairy Association
to reach a contractual agreement for the sale of milk to handlers. Faced
with the loss of the fluid market for its members, and considering its
bargaining strength too weak at the time to arrive at a satisfactory con-
tract for the sale of milk to handlers, this association purchased its
own facilities for pasteurizing, bottling, and distributing the milk of
its members,

Competitive strife in the market did not abate at this time, Al-
though the bargaining position of producers, through their associations,
was stronger than it had been for some years, the excess milk supplies on
the market were still a cause of serious market disturbances. Handlers
opposed the entry of the producers' associlations into the distribution
field and a price war ensued which brought resale prices below the level
necessary to leave a margin to cover handling costs.

In 1940, about half the milk produced for the Duluth-Superior
market was utilized for manufacturing milk products, As previously stated,
these surplus operations were not distributed evenly over the entire mar-
ket, but were handled mainly by the two cooperative associations and by
one or two of the large proprietary handlers in the market, It was test-
ified at the public hearing that, during 1940, the two cooperative asso-
ciations actually sold as fluid miik only about 28 percent of their milk
which was inspected by the health 'authorities and eligible for consumption
in that form. The majority of the proprietary handlers were engaged in
the business of distributing fluid milk and fluid cream only,

Prior to the adoption of the order, all milk for the Duluth-Superior
market was purchased from producers on a flat-price basis without regard
to its ultimate use disposition. Each handler, purchasing from producers,
paid a fixed price with differentials for butterfat content and deductions
for hauling. Each of the cooperative associations pooled the proceeds of
their sales to handlers with the returns from their own distribution and
manufacturing operations, and paid their members s uniform price for their
milk, with differentials for butterfat content and deductions for hauling.
Handlers, who had confined their operations mainly to fluid milk and cream
distribution, were in a position to pay their producers from 10 to 15 cents
more per hundredweight than the blend returns received by cooperative mem-
bers, and at the same time they obtained their supplies for fluid use at
a lower price than did the cooperative handlers,

In 1940, the Twin Ports Cooperative Dairy Association once more
began a drive for Federal regulation, and succeeded in enlisting the
support of the Arrowhead Cooperative Creamery Association. These two

967439 O—-51——2
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organizations together comprised approximately 70 percent of the fluid
milk shippers. It was felt by leaders of the two producer associations
that a Federal program would be of benefit to all producers, inasmuch as
it would stabilize conditions of marketing and handlers would be put on
an equitable competitive basis, Delas Kellogg, Manager of the Twin Ports
Cooperative Dairy Association, summarized his expectations from a Federal
order as follows:

We realize that a Federal marketing order for this
market will have no effect upon the value of manufactured
deiry products., We do believe that such an order will

- improve the income of the dairy farmers in this area to
the extent that they will have an opportunity to obtain a
fair return for that part of the milk required for resale
purposes,

~In requesting a Federal order for this market, the
Arrowhead and the Twin Ports Associations are doing so
with the hope that the basic prineiples involved in giving
each producer his fair share of the resale market and re-
quiring each producer to share equally in the surplus and
that of requiring every handler to pay the same and a
reasonable price for milk for resale purposes, will alle-
viate to some extent these distressed conditions on dairy
farms., 6/

&/ Record of the Duluth-Superior Hearing, Feb. 20, 1941, p. 23.

|
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IT. ISSUANCE OF MILK MARKETING ORDER 54

Proposéd Markéting Order

The Twin Ports Cooperative Dairy Association and the Arrowhead
Cooperative Creamery Association, in January 1941, requested the Secretary
of Agriculture to hold a public hearing on a proposed marketing agreement

“and order regulating the handling of milk in the Duluth-Superior marketing
area. : , : :

The proposal submitted by the two associations was drafted along
the general lines of the other orders in effect at that time, Handlers
were to be required to make reports for each monthly delivery period and
to pay for milk received from producers on the basis of the utilization
made of such milk. Two classes ot milk were proposed: Class I was all
milk disposed of in the form of fluid milk, flavored milk, and flavored
-milk drinks; Class II was all milk used to produce a milk product other .
than those specified in Class I and all milk accounted for as actual plant
shrinkage, not in excess of 3 percent of the total recelpts from producers.

Producers supplying the market were to receive a uniform price for
milk of a standard butterfat content, under a marketwide pooling arrange-
ment., Price differentials were provided, based on variations in the butter-
fat content of the milk supplied by each producer,

The proposed order set up the usual plan for administration by a
market administrator named by the Secretary and it specified his powers
and duties. Handlers were required to pay for the cost of administering
the order. The market administrator was required, under the proposal, to
perform certain services, such as the supplyinz of market information and
the checking of weights and tests of milk, for those producers who d4id not
receive similar services from a cooperative association. The cost of per-
forming these services was to be met by the producers who received them.

Public Hearing on the Proposed Order

The notice of hearing was issued by the Secretary of Agriculture,
February 3, 1941, and the hearing was held at Woodman Hall in Duluth on
February 20, All of the proprietary handlers who were represented at the
hearing opposed Federal milk marketing regulation. The Russell Creamery
Company of Superior and the Bridgeman-Russell Company of Duluth, the two
largest proprietary handlers in the market, testified at the hearing in
favor of specific changes in the proposal of the two cooperative asso-
ciations. 7/

7/ Record of Duluth-Superior Hearing, Feb. 20, 1941.
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- Some of the opposition was based on the fact that the proposed
order would exempt producer-distributors from its pricing and pooling
- provisions., This, in the opinion of some proprietary handlers might
further disrupt the marketing situation because they would be unable
to compete with these producer-distributors while paying their own pro-
ducers the minimum prices required by the order. ,

The most serious criticism leveled at the proposed order was that
it would give an unfair competitive advantage to the cooperative asso-
ciations which competed for fluid sales with proprietary handlers., One
- witness stressed his position that he considered a cooperative associa-

- tlon, engaged in the actual distribution of milk to consumers, was out-
side its "legitimate" sphere of operations. The Chief of the Dairy
Division, in his memorandum to the Administrator of the Surplus Marketing
Administration, stated:

It is our belief that the attached agreement will
not result in any unfair competitive advantage to the
cooperative associations in their capacity of distri-
butors but will, through the equalizing of the surplus
burden of the market, do much to change the character
of competition from a destructive to a constructive
type.

With respect to a contention that cooperatives could pay their
member producers a lower return then the minimum blend price for their
milk, the Solicitor of the Department of Agriculture advised the Sec-
retary that, if this were done, the cooperative would soon begin to lose
its members.

Issuance of Order 54

A marketing agreement regulating the handling of milk in the
Duluth-Superior marketing area was tentatively approved by the Secretary
of Agriculture on April lo, 1941. This marketing agreement contained
provisions formulated on the basis of testimony taken at the public hear-
ing. In accordance with the instructions of the Secretary, the tenta-
tively approved marketing agreement was presented to handlers operating
in the marketing area for their signatures. At the same time a refer-
endum was conducted among producers, who were engaged in the production
of milk for sale in the marketing area during the month of January 1941
(determined by the Secretary to be a representative period), to determine

whether producers favored the issuance of an order having terms similar
to those of the agreement.

During the referendum, 1,076 producer ballots were cast. Of this
number, 992 favored the issuance of an order regulating the handling of

milk in the marketing area, 49 opposed such an order, and 35 ballots were
disqualified for one reason or another. Thus, the issuance of the order
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was favored by 95 percent of the eligible producers who voted in the
referendum. 8/ :

Order 54, regulating the handling of milk in the Duluth-Superior .
marketing area, was signed by the Secretary of Agriculture on April 30,
1941, and went into effect on May 5. The marketing agreement also went
into effect on the same date, as it had been signed by the two cooperative
associations who, as handlers, marketed more than half the milk in the area.

The Secretary appointed B, H., McGuire as Market Administrator for
the new order., Mr, McGuire was a graduate of the University of Missourl
whose experience had provided him with a broad knowledge in the field of
Pederal regulation of milk marketing. He had, for several years, been
Assistant market administrator of the Kansas City milk license and was
later appointed market administrator for the Springfield, Mo., and Wichita,
Kans., areas,

Terms of Order 54

Order 54, as issued by the Secretary of Agriculture, contained the
following provisions: 9/

Marketing areg.--The Duluth-Superior marketing area was defined to
include the cities of Duluth and Cloquet in Minnesota and Superior, Wis-
consin., While Cloquet was not adjacent to the other two cities, testimony
at the hearing indicated that similar sanitary requirements for milk pre-
vailed in the three cities and that handlers in Duluth and Superior sold
milk in Cloquet. The Department considered it would be administratively
unwise to include the territory between Cloquet and the other two citiec
in the marketing area as that would bring under the order, small handlers
whose operations were generally noncompetitive with handlers in these.
three cities.

Handler.-~The order defined & "handler" as any person who disposes
of milk, as milk, in the marketing area.

Producer.-~The term "produber" was defined to mean any person who,
under certification by local health authorities, produces milk which is

8/ Memorandum to the Secretary, Final Results of Referendum on
Issuance of Marketing Agreement and Order for the Duluth-Superior Marketing
Area, E., H, Harmon, Referendum Agent.

9/ Throughout the discussion of these provisions, where references
are made to the reasons for any particular decision of the Department, the
following document has been used as the source: Memorandum to the Admin-
istrator, Surplus Marketing Administration, from the Chief of the Dairy
Division, transmitting for tentative approval of the Secretary a marketing
agreement regulating the handling of milk in the Duluth-Superior marketing
area,
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, receivéd ét5the7p1ant of a hahdier, from which plant milk is disposed of
~ as milk in the marketing area, o - : ,

' A "new producer” was also defined in the order as any producer who
did not regularly sell milk for consumption in the market during a period
of 30 days immediately prior to the effective date of the order. This
~ definition was included, because under the pricing provisions of the order,
such new producers were to receive the surplus price for all their milk for
at least 2 months. 10/ .

, There was some opposition to this feature of the order. The Depart-
- ment's declsion to incorporate it, was based on the testimony that many
- producers came on the fluid market during short periods of the year, when
production was far in excess of fluid needs, and went off the market during
the winter months when their milk was most needed. The Department thought
the new producer provision might be a stabilizing influence on the market,
- by recognizing the service performed by those producers who regularly ship-
~ ped milk to the market at all times of the year, ' ' ,

Classes of utilization.--Two classes of milk were provided for under

the order, Class I milk was: (1) A1l milk used for fluid milk, flavored
milk, and flavored milk drinks, (2) milk, the utilization of which could
not be established from the handler's accounts as Class II milk, and (3)
actual plant shrinkage in excess of 2 percent of the total receipts of
milk, Class II milk was: (1) All milk used for fluid cream and milk used
for all products not specified in Class I, and (2) actual plant shrinkage
not exceeding 2 percent of the total receipts of milk,

There was some testimony presented by handlers at the hearing to
the effect that flavored milk and flavored milk drinks should be considered
a surplus use. It was also testified by one of the local health officers
that handlers were permitted to use uninspected milk in the making of fla-
vored milk drinks, The decision of the Department to place these products
in Class I was based on the fact that they would normelly compete directly
with fluid milk for sales in the market, and the evidence in the hearing
record that, in practice, handlers used inspected milk in making flavored
milk drinks.,

1Q7'Section 8¢ (5) (D) of the Agricultural Marketing Agreement Act
of 1937 permits the incorporation, in the order, of a section:
« « JProviding that, in the case of all milk purchased by
handlers from any producer who did not regularly sell milk
during a period of 30 days next preceding the effective
date of such order for consumption in the area covered
thereby, payments to such producer, for the period begin-
ning with the first regular delivery by such producer and
continuing until the end of two full calendar months follow-
ing the first day of the next succeeding calendar month,
shall be made at the price for the lowest use classification
specified in such order, . . .



'Milk sold by handlers to other dealers.--In order to make certain
that all milk received by handlers from producers would be classified,
the order provided that: (1) Milk or skimmed milk disposed of by a handler
to another handler, or to a person who was not a handler but who distri-
buted milk or manufactured milk products, was classified as Class I milk,
subject to verification by the Market Administrator; milk or skimmed milk
"~ sold to a handler who received no milk from producers or new producers ,
was considered Class I milk; (2) milk, skimmed milk, or cream received by
a handler from a producer-handler was considered as Class II milk; if the
receiving handler disposed of such milk, skimmed milk, or cream as Class I
milk, the Market Administrator added to the total value of milk the differ-
ence between (a) the value of such milk, skimmed milk, or cream at the
Class II price, and (b) its value at the Class I price. .

: Minimum prices.--The price per hundredweight for Class I milk
" testing 4 percent butterfat was the Class II price plus 55 cents for the
delivery period from April through August inclusive, and 65 cents from
September through March, The Class II price was 4 times the wholesalse
price per pound of 92-score butter, at Chicago, plus 25 percent thereof,

The price for Class I milk was, according to the Department, design-
ed to insure flexibility and to provide an incentive to fall and winter
production., The Chief of the Dairy Division, in reccmmending that this
formula be adopted, stated that the major part of the milk produced in
this area was for manufacturing purposes and that the health requirements
were not as stringent as in many other fluid markets. This, he believed,
made it desirable to keep a close relationship between the price of milk
for fluid use and the price of milk for manufacturing purposes. He point-
ed out also that production was highly seasonal and that a number of pro-
 ducers came on the fluid market during the summer months and went off the
market during the winter months, thus making it desirable that producers ,
be given an incentive to supply milk for the market more uniformly through-
out the year. ) , ' : ' )

~ The Dairy Division had submitted a proposal for a special price

 for milk which might be distributed to low-income consumers under a relief

program approved by the Secretary., Although there was no coordinated
relief program with respect to the distribution of milk in the market at
the time of the hearing, it was expected that provision for a special price
for milk which could be distributed under such a program in the future would
facilitate the distribution of milk to low-income consumers and prove a
desirable outlet to producers in the market. o

7 ~ Under thé order, the price of Class I milk to low-income consumers
was the Class I price, minus 40 cents. , CY '

ut tin ea.~-The order established a zone
beyond the marketing area, within which handlers disposing of Class I milk
bad to pay the Class I price. Handlers were allowed to pay a lower price
for milk disposed of as Class I milk outside of this zone. This price was
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~established by the following formula: 4 times the average price per pound
of 92-score butter at wholesale in the Chicago market, plus 25 percent
thereof, plus 20 cents. If a competing dealer in an outside market showed
that this price gave the handler an unfair competitive advantage in the
cost of his milk, after allowing for the handler's transportation cost,
the Market Administrator was required to adjust the price accordingly.

-~ Pooling.--All producers in the market were paid a uniform price on
the basis of a marketwide pooling arrangement. Two of the leading proprie-
- tary handlers in the market strongly opposed the marketwide pooling arrange-
ment and suggested that the Department adopt an individual-handler pool
plan in its place. Marketwide pooling was considered by the Department to
~ be the only method which would help to eliminate the unfair financial bur-
den upon the cooperatives due to their handling of a disproportionate share
of surplus milk. R o S o

- ~han +~—The order provided that handlers who received
no milk from producers other than milk of their own production were exempt
from its pricing and pooling provisions. They were required only to make

reports as requested by the Market Administrator, ,

Fér the handler who received milk from other producers or new pro-
- ducers in addition to that of his own production, the quantity of milk

~ of his own production was deducted pro rata from his total Class I and

 Class II milk (after excluding receipts of milk from other handlers).

-~ The fbllowiﬂg comment on the'foregping ﬁrovision was made by the
- Chief of the Dairy Division in his memorandum to the Administrator:

It was testified at the hearing that several handlers

- 1n the market had integrated their businesses so as to
‘produce milk to serve their distributive operations. It
was pointed out at the hearing that the institution of a
Federal marketing program providing uniform class prices

- for all handlers in the market would encourage this type

- of operation and would give such handlers an unfair com-
petitive advantage unless they were required to partici-
pate in the marketwide pool. . . ., While the producer-
‘handler competition is no doubt an important factor in
this market, where they handle about one-fourth of all
the milk of the market, it nevertheless appears unwise

~ from an administrative standpoint to bring these handlers
under the prieing and pooling provisions of a Federal
marketing program. The situation with respect to these

- producer-handlers can, however, be carefully observed
while the program is in effect and if it appears that
pricing and pooling provisions must be applied to some

- types of producer-handler operations in this market in
order to effectuate the purpose of the act, an appro-

- priate amendment can then be made,
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Butterfat differential gdjuggggﬁ .==Prices paid by handlers and

returns to producers were adjusted by a butterfat differential. For each
one-tenth of 1 percent variation from 4-percent in the butterfat content
of milk, the differential was an amount equal to one-fortieth of the
Class II price. .

stration.--The expense of administering the pro-
gram was met under the order by payments from handlers not exceeding 3
cents per hundredweight with respect to all milk purchased from producers
or produced by handlers during each delivery period. Cooperatives paid
the administrative expense on milk received at their plants, but not on
milk delivered by cooperative members to the plants of other handlers.

Deduction for marketing s ceg.——Except for members of a cooper-
ative association, each handler was required to deduct an amount not to
exceed 3 cents per hundredweight (the exact amount was to be determined
by the Market Administrator, subject to review by the Secretary) from the
payments made to producers and to pay such deductions to the Market Admin-
istrator. This money was to be used by the Market Administrator for
supplying market information to producers, and for verification of weights
and tests of milk received from such producers. There was considerable
opposition from handlers at the hearing to the exemption of cooperatives
from this requirement. They claimed that this exemption would give a
competitive advantage to these organizations, The Department considered
it desirable, in the interest of promoting market stability to permit
the Market Administrator to .,perform essential marketing services for

those producers who were not otherwise receiving them through a cooperative
assoclation.
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III. AMENDMENTS TO ORDER 54
, - Order 54 has been amended six times since it was made effective
in May 1941. In addition to these amendments, one suspension order has

been issued, The substance of each of these actions and the conditions
under which they were issued are described in the following sections.

- Amendment of Februéryrl,'l942

In the fall of 1941, the Twin Ports Cooperative Dalry Association
and the Arrowhead Cooperative Creamery Association requested that the
Secretary of Agriculture call a public hearing to consider a proposal to
amend the class price provisions of the order. The hearing was held in
Duluth on November 26, to consider this proposal and other changes sug-
gested by the Dairy Division of the then Surplus_Marketing,Administration.

The associations requested the addition of a skim milk factor in
the formula used for establishing minimum class prices under the order,
This was requested for the purpose of reflecting the value of nonfat dry
milk solids, The wartime demand for nonfat dry milk solids had increased
their value and the associations contended that the price formula which
was then related only to the value of butter, did not reflect the full
value of whole milk, Because of this, they said that producers for the
fluid market were receiving less for their milk than were the dairy farm-
ers in the milkshed who were producing milk for manufacturing purposes,
The latter were not required to meet sanitary inspection by local city
health authorities.

The amendment to Order 54 was issued on January 28, 1942, and be-
came effective on the first day of February. The marketing agreement
also continued in the same form as the amended order,

Minimum Class Prices

The addition of the skim milk factor in the Class II price formula
was for the purpose of reflecting the value of nonfat dry milk solids,
It had the effect of raising both the Class I and Class II prices by 27
cents per hundredweight, because both prices were based on this formula.
For Class I milk disposed of to low-income consumers under a program
approved by the Secretary, the price was 47 cents under the Class I price,
It had previously been 40 cents less than the Class I price,
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The Consumers' Counsel 11/ opposed the proposed price changes., He
- objected to the raising of the Class I price on the grounds that it would
decrease consumption and increase surpluses, He suggested raising the

Class II price and lowering slightly the Class I price, which also would
have resulted in raising the blended price., The position of the Adminis-
trator of the Surplus Marketing Administration was that if the price of
Class II milk went too high, it would make butter manufacturing, the main
outlet for Clags II milk, unprofitable, 12/ The testimony presented by
handlers at the hearing, supported the price changes recommended by the
cooperative associations,

The new price formula for Class II milk was: Four times the av-
erage wholesale price per pound of 92-score butter at Chicago, plus 25
percent thereof, plus an additional half cent for each one-tenth cent
that the average price per pound of nonfat dry milk solids (f.o.b. fac-
tory, human consumption) is above 7 cents.

The amended order deleted the provision for a lower price for
Class I milk sold beyond a certain distance from the marketing area,
These outside sales were mainly to camps operated by the Civilian Con-
servation Corps and to summer vacationists in resort communities. An
administrative ruling had already priced milk sold to CCC camps at the
regular Class I price, The Department, on the basis of testimony pre-
sented at the hearing, decided that a lower price was not justified for
milk sold to vacationists at resorts outside the marketing area,

Other Changes

The paragraphs of the order relating to producer-handlers, trans~
fers of milk among handlers, butterfat differentials to producers, and
emergency milk were rewritten for purposes of clarification, without
substantially changing their meaning,

A provision, whereby a market advisory committee might be estab-
lished, was incorporated in the order. Producers, handlers, and con-
Sumers: were each permitted to certify to the Secretary the names of three
individuals for membership in this committee, Upon approval of the Secre-
tary, the nine selected individuals were to constitute the market advisory
committee, Each member of the market advisory committee was to serve for

1l/ In the organization of the Agricultural Adjustment Administration,
provision was made for a Consumers' Counsel with a staff of assistants, One
of his functions was to participate in the formulation of regulatory programs
to see that an adequate supply of farm produce for the consumer was main-
tained and that such programs would not result in undue spreads between farm
and retail prices. The office of Consumers! Counsel was discontinued in the
latter part of 1942,

Memorandum to the Secretary from the Administrator, Surplus Mar-
ket. Admin,, Jan. 6, 1942, '
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a term of 1 year. The committee was to have the power to recommend to

- the Secretary amendments for cousideration at public hearings. Such a

~ committee has not been established in the market up to this time, al-
 though the provision is still a part of the order.

Appointment of O, F, Kirkendall, November 1, 1942

- 0. F, Kirkendall was appointed Market Administrator by the Sec-
retary of Agriculture, to succeed Mr. McGuire, who took over the admin-
‘istration of a new Federal milk order in Memphis, Tenn. Mr. Kirkendall,

- a former dairy farmer, had been a director of the Iowa-Nebraska Milk

N - Producers' Association and had had previous experience in the administra-

E ‘tion of milk orders, In 1933, when the first licenses and agreements
- were being established by the Department, he was a member of industry

committees which had helped to establish the first agreements and licen-
ses for midwest markets, In February 1934, he had been appointed Assis-
- tant Market Administrator for the Omaha-Council Bluffs market and later
~ became Acting Market Administrator of the order for that market and for
- the Sioux City, Iowa, market. '

Amendment of June 21, 1943

1 - The proceedings for a proposed amendment to the orders regulating

‘the handling of milk in 20 marketing areas, Duluth-Superior included,

- were initiated by the Food Distribution Administration, of the War Food
 Administration, a wartime agency, of which this work later became a part,
- to consider an emergency price provision proposed to prevent a decline
~1in the price of milk under the orders due to wartime subsidy programs or

price roll-backs, In a memorandum to the War Food Administrator, the

~ Director of Food Distribution explained the need for the proposed amend-

~ment, as follows: . ,

The Dairy and Poultry Branch has made an examination
of the provisions of these milk marketing orders in the
‘light of recent price celling regulations on dairy pro- °
ducts and in the light of recently announced programs
~providing for price roll-backs and subsidy payments on
butter. The effect of these wartime programs is to

- Change, in many instances, the prices paid to producers
in these Federal order markets for milk used in particu-
lar products., It 1s believed that these changes were
not intended by the regulations or the subsidy programs
and that action should be taken as quickly as possible
to counteract such effects . ., . . ‘

The effect of the amendmént will not be to increase
Class I prices in any of the Federal order markets and
therefore the amendment will have no influence upon retail
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milk prices. It is believed, therefore, that there will
be little, if any, objection to the proposed amendment
and there is every reason to believe that it will be
unanimously approved by producer groups. The amendment
will prevent Class I price declines in New York and
Boston and will also prevent declines in the prices for
surplus milk in practically all of the Federal order
markets and will probably increase slightly the prices
for surplus milk in a few of the markets where the effect
of the cheese subsidy program and of price celling regu-
lations has already been demonstrated, S

The hearing on this proposed amendment to the 20 orders was held
in Washington, D. C., May 28, 1943. The amendment was issued June 12
and became effective on June 21, The agreement was terminated because,
in its amended form, it was not signed by any of the handlers in the
market. :

Emergency Price Provision

On the basis of testimony presented at the public hearing, which
supported the proposal, the Department lssued the amendment, directing
the Market Administrator to use, in computing class prices, the price
quotations specified in the order, plus any subsidy payments associated
with the price quotations. Provision was made for using the applicable
maximum uniform price of the Office of Price Administration in the event
that the specified price was not available, If neither was available,
the War Food Administrator was authorized to determine an equivalent or
comparable price.

Anendment of July 20, 1943

A public hearing was held in Duluth on June 4, 1943, at the re-
quest of the Twin Ports Cooperative Dairy Association and the Bridgeman-
Russell Company. The major issue developed at the hearing was concerned
with the level of Class I and Class II prices. Two minor changes proposed
by the Dairy and Poultry Branch of the Food Distribution Administration
were also discussed at the hearing.

The amendment to the order was issued by the War Food Administrator,
on July 1o, 1943, and became effective 4 days later. The marketing agree-
ment, in this amended form, was signed by handlers of more than 50 percent
of the nilk in the market. This reinstated the agreement which had been
discontinued at the time of the previous amendment,
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, 'Minimumrciass Prices

, ‘The proposal of the Twin Ports Association and the Bridgeman-Russell
Company was to increase the prices for Class I and Class II milk. This was
- to be accomplished by raising the skim milk factor in the Class II formula
from half a cent to seven-tenths of a cent and by fixing the Class I price
differential at 65 cents the year-round, thus eliminating the 10-cent reduc-
‘tion from April through August, ' :

The proposed change in the skim milk factor would have the effect of
increasing the price of Class II milk by about 13,5 cents per hundredweight.
Representatives of handlers and of the two producer assocliations, who test~
ified, were in full accord that the Class II price should be raised, In
‘support of this, it was pointed out that the Class II price in Duluth was
substantially below the prices being paid by nearby manufacturing plants for
‘milk for similar use and that unless the order price were increased, pro-
ducers would probably shift deliveries from the Duluth market to these manu-~
facturing plants. : o

~ The order at that time established the Class I price at 65 cents
above the Class II price from September through March, and 55 cents above
the Class II price during the remaining months, At the hearinz, the Twin
Ports Association testified in support of their proposal to fix the differ-
ential at 65 cents the year-round. The Bridgeman-Russell Company was will-
ing to leave the differential as it was.

Other witnesses, however, who testified on behalf of proprietary
handlers and on behalf of the Arrowhead Cooperative Creamery Association,
claimed that they would be unable to absorb any increase in the Class I
price and that under the then prevailing ceiling prices it would he
- lmpossible for them to pay higher prices to producers unless they were
granted relief by the Office of Price Administration. It was suggested
that the Class I differential be reduced by an amount approximately equal
to the proposed increase in the Class II price,

The latter proposal met with the approval of the Department and was
included in the amendment issued by the War Food Administrator, The price
of Class I milk for each delivery perilod was established at 52 cents above
the Class II price. In the computation of the Glass II price, the proposal
to raise the value of the skim milk factor by substituting seven-tenths of
a cent for one-half cent in the formula was accepted by the Department and
included in the amendment,

Other Changes

Two amendments proposed by the Dairy and Poultry Branch for admin-
istrative purposes were incorporated in the order. They provided for the
substitution of the term "War Food Administrator" for the term "Secretary"
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wherever the latter appeared in the order and authorized the War Food Admin-
istrator to delegate certain of his powers to agents.

Congress had passed lezislation under which a number of functions,
including the issuance of marketing orders, had been transferred from the
Secretary to the War Food Administrator. The Solicitor's Office had ruled
that the term "Secretary" should bte changed to "War Food Administrator" in
the orders, so that no legal questions would arise,

Suspension order of June 12, 1946

On June 12, 1946, the Acting Secretary of Agriculture, suspended
certain parts of the order relating to price computations and to the announ-
cement of prices., These parts were suspended until July 31, 1946. The
effect of this suspension was to relate temporarily, the minimum class prices
under the Duluth order, to the price of butter for the current month instead
of the price of butter for the preceding month.

The Office of Price Stabilization had lifted the ceiling price of
butter on May 29, 1946. The suspension action relating to the ordsr made
certain that producers in the Duluth-Superior market would benefit immediate-
ly by having the higher butter prices reflected in their own returns.

The question of suspending a part of a section of a marketing order
involved a legal issue under the statute. This legal problem 1s discussed
in an opinion of the Solicitor to the Secretary of Agriculture, dated Oct-
ober 17, 1945. The opinion was rendered on a similar use of ths suspension
power in relation “o the New York order. In his opinion, the Solicitor
stated:

The Congress recognized that, in view of the variative
circumstances from time to time in milk marketing, situations
may arise in which it is necessary or appropriate, in order
to keep the rezulation in accord with the policy of the
statute, to change an order by merely suspending a provision
in the order. The statute provides that the Secretary 'shall,
whensver he finds that any order . . . , or any provision
thereof, obstructs or does not tend to effectuate the declared
policy of this title, terminate or suspend the operation of
such order or such provision thereof.' (Section 8c {16)(a) of
the act. The underscoring is supplied.) Of more significance,
however, is the plain provision in the statute that any such
suspension is not 'an order within the meaning of this section.'
(Section 8c (16)(C) of the act.) It is only with respect to
an order or an 'order amending an order' that a public hearing
must be held and requisite producer approval obtained, (This
includes, also, the price adjustments referred to in the last
sentence in section 8c (18) of the act inasmich as any such
price adjustment may be made effective only by means of an
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order or an order amending an order.) The Congress fore-
saw that instances may arise in which a provision in an
order should be suspended--and the statute provides that
& provision may be suspended--by the Secretary even though
the suspension is equivalent in effect to an amendment.

The formula for the calculus of price is, of course,
a basic part of the milk marketing order. A part, i.e., a
fprovision,' of that formula is to be suspended. The
statute contains no definition of the term 'provision,!
It merely states that 'any provision' shall be suspended or
terminated if the Secretary finds that the provision thus
suspended or terminated no longer tends to effectuate the
declared purpose of the act. It has been held that 'legis-
lation when not expressed in technical terms is addressed
to the common run of men and is therefore to be understood
according to the sense of the thing, as the ordinary man
‘has a right to rely on ordinary words addressed to him.
(Addison v. Holly Hill Fruit Products, 322 U.S. 607.)
Unless the contrary appears, statutory words are presumed
~to be used in their ordinary and usual sense, and with the
- meaning commenly attributed to them., (DeGanay v, Lederer,
250 U,S, 376, 381; 01d Colony R.R, v. Commissioner of
Internal Revenue, 284 U,S. 552, 560; United States v.
Stewart, 311 U.S, 60, 63; Deputy v. duPont, 308 U,S. 488.)
We see no reason, in this instance, to attribute any tech-
nical or other special meaning to this language of the
statute. The part of the formula which is to be suspended
is a part of a scheme for the determination of price for
Class I-A milk., The part of the formula, however, which
remains in effect during the period of the suspension is
a clear, comprehensive statement as to the price for Class
I-A milk., We are unable, therefore, to-say that the part
of the order which is being suspended is not a 'provision!
of the order. (The definition of 'provision! as set forth
in Webster's New International Dictionary, 1940 edition,
p. 1995, indicates that a proviso, condition, clause, or
other part of a sentence may be regarded as a 'provision.!)

Amendment of November 1, 1946

The Twin Ports Cooperative Dairy Association petitioned for a public
‘hearing to receive evidence on its proposals to establish a separate class
for milk disposed of by handlers in the form of fluid cream and for in-
creasing the prices of milk for use as fluid milk and fluid cream. No
amendments were proposed by the handlers, but several were submitted by the
Dairy Branch of the Production and Marketing Administration 13/ to bring

- ,7;3/ With a reorganization of the Department of Agriculture following
World War II, the Production and Marketing Administration was created, and
- the work relating to the regulation of milk became a function of that agency.
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the order up to date from an administrative standpoint.

, A new health ordinance, modeled after the U. S. Public Health Cods,
had been adopted in Duluth and Cloquet, and the city of Superior was con-
sidering the adoption of an identical ordinance., The new health ordinance
provided for more rigid sanitary regulations than had prevailed in the past.
To meet these regulations, the associations contended that'it was necessary
for producers to spend considerable sums of money for new buildings and
equipment in order to produce approved milk,

The notice of hearing was issued January 25, 1946, and the hearing
was held on February 12, at Duluth, On May 22, the Production and Market-
ing Administration issued a public report of its findings on the proposed
amendments, and the industry was given until August 12 to file exceptions,
but none were filed, '

The amendment to the order was approved by more than two-thirds of
the eligible producers voting in the referendum, and it was made effective
on November l. 14/ The marketing agreement, as amended, was signed by
handlers of more than 50 percent of the milk in the market and became
effective at the same time,

Classes of Utilization

The new ordinance required that milk used for fluid cream conform
to the same production standards as required for fluid milk. In this
respect, the new ordinance was similar to the previous ordinance, but the
expense of meeting the new requirements materially increased the cost of
producing inspected milk for use as cream,

The amendment to the order was identical with that of the proposal.
It provided for three classes of milk instead of two., Class I milk was
all milk disposed of in the form of fluid milk, flavored milk, flavored
milk drinks, and unaccounted-for milk., Class II milk was all milk disposed
of as cream for consumption in fluid form, Class III milk was all milk
used for products other than those specified in Class I and Class II and
milk accounted for as actual plant shrinkage, but not exceeding 2 percent
of a handler's total receipts of milk,

Minimum Class Prices
The Department concluded that the record of the hearing supported

the need for price increases, In a memorandum to the Assistant Administra-
tor of the Production and Marketing Administration, the Director of the

14/ The Arrowhead Cooperative Creamery Association did not vote in
favor of this amendment., The amendment received the producer approval re-
quired by the act when a sufficient number of unaffiliated producers voted
for it. :

967439 O--51--—3
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 Dairy Branch cited evidence presented at the hearing, which indicated that

 the new ordinance would greatly increase the costs of producing milk for

- the Duluth-Superior marketing area, The Director of the Dairy Branch con-
-sidered that a substantial price increase would be required to maintain an
adequate supply of milk for the market:

: From the above evidence it is apparent that a sub-
~ stantial price increase will be needed to insure the area
a sufficient supply of milk, There has been during the
past year a constant decrease in the number of producers,
and at the present time this market has insufficient milk
- to meet its fluid requirements during the late fall and
~ early winter. 1In July 1943, the date of the last amend-
ment to the order, there were 1,381 producers on the
market. By December 1945, the number had decreased to
1,264, a decline of almost 10%. The record indicates
that these producers abandoned dairying altogether, since
they found it unprofitable in view of rising costs and
prices, For the same reason it was impossible to induce
replacements to come on the market. S

The Department of Agriculture did not grant the full price increase
requested by producers, In its final action the Department gave considera-
tion also to the testimony of Raymond Russell, spokesman for the Russell
Creamery of Superior, that a greater financial incentive was desirable to
help farmers produce more milk during the fall and winter months. In his
recommendation, the Director of the Dairy Branch stated::

We feel however that a lesser amount would be suf-
ficient., Were the full increase granted for the entire
year, producer returns would be increased an average of
38 cents per hundredweight., The amendment which we are
recommending would result in an increase of approximately
28 cents per hundredweight. . . .

Because of the increasing seasonality of production
on the Duluth market, production during November 1945 was
only 50% of the production during June 1945, we feel that
the bulk of the increase should be granted during the months
when production is lowest., During the months of May, June,
July, and August, this market has a heavy surplus, yet from
October to January, supplies do not equal demand, We feel
that the proposed pattern of price increase will provide
a fall and winter price, enough higher than the price during
the flush months to encourage fall production. Thus, the
proposed prices, in addition to compensating producers for
meeting the new health ordinance, should result in a more
uniform flow of milk, and eliminate the shortages which
now occur in the fall and winter months. There is ample
Justification in the record for seasonal pricing.
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In line with this'recomméndation;fthe pricing provisions for Class

I and Class II milk were changed to read as follows: —
o Clgss I milk. "For each of the delivery periods of
September to April, both inclusive, the price for Class
IIT milk for such delivery period plus $1.00. For each
of the delivery periods of May, June, July, and August
the price for Class III for such delivery period plus
60 cents." L

Class II milk. “For each of the delivery periods of
September to April, both inclusive, the price for Class I1I
milk for such delivery period plus $0.60. For each of the
delivery periods of May, June, July, and August, the price
for Class III milk for such delivery period plus 35 cents."

Under this arrangement, the Class I price was increased 48 cents per
hundredweight during September through April, and 8 cents per hundredweight
during May through August. Milk for fluid cream was placed in a separate
class, which was priced 60 cents per hundredweight higher than its previous -

price during the fall-winter months and 35 cents per hundredweight higher
during the spring-summer months, -

Other Changes
A number of incidental changes were made necessary by the change in
the number of classes, Also, in order to bring the order up to date admin-

istratively the term "Secretary" was substituted for "war Food Administra-
tor," wherever the latter term appeared in the order.

Amendment of February 22, 1949

On the suggestion of members of the industry, the Department of
Agriculture called a public hearing to consider a proposal for the amend-
ment of all Federal milx orders so as to establish a "statute of limita-
tions" on claims arising under the orders, The notice of hearing ou the
proposed amendment was issued on July 18, 1947. In recommending that the
hearing be held, the Director of the Dairy Branch, PMA, stated:

The amendments to be discussed, while prepared by

the Dairy Branch, are the result of proposals made gener-
ally from within the industry and from market administrators.
The experience derived from the administration of milk orders
for a period of years has demonstrated to all concerned the
necessity of arriving at some means for permitting handlers
to close their books after a period of time on the possibil-
ity of further billings from market administrators., Equally
apparent is the necessity for the protection after a certain
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perlod of market regulation from surprise or neglected
claims which could accumulate to the point of exhausting
one or another of the various administrative funds.

The amendments are sought with the purpose of pro-
 tecting both handlers and producers from the possibility
of bankrupting handlers or of the orders themselves, as
the result of an accumulation of unanticipated liabilities
in excess of ordinary reserves, Insofar as the orders are
concerned, an accumulation of demands could result in pro-
~ ducers going unpaid for current deliveries of milk., Such
a situation would operate to the disadvantage of consumers
and handlers of milk, as well as of producers, and would
‘probably be contrary to the declared policy of the act.,

After several years of regulation, the necessity for
permitting some disposition to be made of vast accumula-
tions of business records is also pressing. 15/

The hearing was held at Washington, D, C., on July 30, 1947. Repre-
sentatives of producers and handlers attending the hearing were unanimously
in favor of the principle of the "statute of limitations" on claims, Con-
siderable discussion developed as to the best way in which it could be
~worked out. The Assistant Administrator of the Production and Marketing
Administration issued a recommended decision on September 27, 1948. The
final decision was issued on January 26, 1949, by the Secretary of Agri-

- culture. 16/

: More than two-thirds of the producers supplying each marketing area
during the representative period (August 1948) approved the amendment to

~ the order. It was issued February 18, 1949, and went into effect February
22, The marketing agreement in the Duluth-Superior market was terminated
because it was not signed by handlers of more than 50 percent of the volume

of milk in the market,

;57'Memorandum on notice of hearing on proposed amendments to orders
regulating the handling of milk, from the Director of the Dairy Branch to
- the Assistant Administrator, PMA, June 18, 1947. '

16/ An amendment to the General Regulation issued under the Agricul-
tural Marketing Agreement Act of 1937, on February 17, 1947, provided that
as soon as practicable following the termination of the period allowed for -
‘the filing of post-hearing brief's the Assistant Administrator shall file a
recommended decision containing a preliminary statement with respect to such
issues and an appropriate proposed marketing agreement or order effectuating
~his recommendations. The recommended decision as well as any exceptions to
the Assistant Administrator's proposal are then submitted to the Secretary
- who after due consideration renders a final decision which includes a state-
-ment of his findings and conclusions. These amendments were issued by virtue
of authority vested in the Secretary of Agriculture by the Agricultural Mar-
keting Agreement Act of 1937, as amended, and the Administrative Procedure
Act pessed by Congress June 11, 1946,
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Operation of the "Statute of Limitations"

The amendment as issued by the Secretary, provided a "statute of
limitations® on claims arising under the orders, to operate in the follow-
ing manner:

1.--An obligation to pay a handler money, which such handler claims
to be due him under the terms of an order, terminates 2 years after the end
of the calendar month during which the milk involved in the claim was re-
ceived if an underpayment is claimed, or within 2 years after payment was
“made if a refund is claimed. If the handler, within such period of time,
files a petition claiming such money, the time limitation does not apply.

2.--The obligation of a handler to pay money terminates 2 years after
the last day of the calendar month during which the Market Administrator '
receives the handlert!s report of utilization of the milk involved in such
obligation. If within such 2-year period, the Market Administrator notifies
the handler in writing that such money is due and payable, the time limita-
tion does not apply. .

3.-=If a handler fails to make his books and records available to
the Market Administrator and the latter notifies him to that effect in
writing, the time limitation does not begin to run until such books and
records are made avallable,

4o~-=The time limitation does not apply in the case of "fraud or
willful concealment of a fact, material to the obligation, on the part of
a handler,"

5.-=The time limitation did not apply to obligations as to which
administrative proceedings or court actions were instituted before July 1,
1949. This allowed all interested parties at least 6 months to see if there
were any outstanding obligations which might be terminated by the claims
limitation amendment and to take appropriate measures to protect their
interests in such obligations,

6.--Handlers are required to retain records for 3 years after the
end of the delivery period to which such records relate, unless specifically
requested by the Market Administrator to keep certain records on hand for a
longer period.

Amendment of May 1, 1949

The Arrowhead Cooperative Creamery Association and the Twin Ports
Cooperative Dairy Association petitioned for a hearing to consider a pro-
posed amendment to increase the Class I differential by 40 cents and the
Class II differential by 25 cents per hundredweight during the delivery
period of May, June, July, and August, 1949. The differentials under the
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order then current were 60 cents and 35 cents, respectively, during the -

~ above months and $1 and 60 cents during all other months. The proposal

was to eliminate, for the current year, the seasonal drop in the differ-

7 ~~ entlal for the two classes,

: - The notice of hearing was issued March 22, 1949, and the hearing
was held at Duluth on March 30. The amendment to the order was issued on
April 27, following approval by more than two-thirds of producers, and be-

- came effective on May 1., '

Minimum Class Prices

o On April 15, the Secretary announced his decision to maintain during
May through August 1949, the fall-winter price differentials. The usual

- administrative procedure of the recommended decision and opportunity to

- file written exceptions was omitted because of the urgency of the situation.
The omissions were requested at the hearing and no testimony was presented

in opposition, , S

A memorandum from the Solicitor to the Secretary of Agriculture,
dated April 13, 1949, described the conditions surrounding the issue as
follows:

The hearing record discloses an emergency condition in
the market production area arising from a severe and unpre-
cedented drought in 1948, following less than normal rain-
fall in the fall of 1947, and followed by continued lack of
precipitation in early 1949. Hay crops and pastures suffer-
ed to such an extent that not only was it necessary for pro-
ducers to expend inordinate sums for feed, but the effect on
pastures will be felt during the current year even though
initial lack of rainfall should be alleviated. Many produc-
ers have abandoned dairying, and more have been forced to
reduce their herds, Uncontradicted evidence in the hearing
record indicates that in view of the uniform price to pro-
ducers having dropped to approximately $1 lower than a year
ago, an additional drop in the class differential starting
on May 1 will result in further abandonment of dairy opera-
tions and curtailment of herds to sueh an extent that the
market will be short of a sufficient supply of pure and
wholesome milk, It is concluded that the maintenance of
the present $1 and 60 differentials through the normally
flush season is necessary during the current year because
of abnormally high costs of production.

Amendment of January 1, 1951

During the summer and fall of 1950, dissatisfaction developed among
producers because of the increased costs of production which had taken place
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following ‘the outbreak of war in Korea, The minimum prices under the order
had been lowered seasonally on the first of May and most producers felt

that the reduced prices were unsatisfactory in view of production conditions.
A newly organized dairy farmers'! union had enlisted the support of many pro-
ducers in the area and engaged in the picketing of a number of milk plants
in an effort to obtain higher prices. Handlers also were becoming alarmed

- because many producers were curtailing production owing to the alternative
opportunities for employment in expanding defense industries. Many farm
workers and small farm operators were taking part-time or full-time jobs

in these industries, :

‘The Twin Ports and Arrowhead Associations requested the Secretary
to hold a hearing to consider raising the Class I price and a number of -
~ other proposed changes in the Duluth-Superior order. Their proposals in-
cluded: (1) An increase in the differential in the Class I pricing formula
from 60 cents to $1 for the months of May through August, (2) the adoption
of a plan to encourage more even production throughout the year, (3) the
extension of the marketing area, (4) a reduction of the number of classes
of milk from three to two, with cream and cultured buttermilk being placed
in Class I, (5) a method of accounting for milk on the basis of its skim
milk and butterfat content, and (6) the pricing of milk on the basis of
3.5 instead of 4 percént butterfat content,

The Dairy Branch of PMA added two proposals of 1ts own for consider-
ation at the hearing. One of these provided for an increase in the maximum
administrative assessment from 3 to 4 cents per hundredweight. The other
proposal was made to clarify the order with respect to the treatment of a
handler!s excess sales of skim milk and butterfat, No proposals were ad-
vanced by handlers, '

- The notice of hearing was issued on November 9, 1950, and the hearing
was held at Duluth on the 29th of the same month, On the basis of this ,
hearing an amendment was issued by the Secretary effective January 1, 1951.
The usual recommended decision by the Assistant Administrator of the Pro-
duction and Marketing Administration was omitted on the Secretary's finding
that the delay necessarily involved in the preparation and publication of
such a decision, with time allowed for exceptions by interested parties,
would defeat the purposes of the amendment. In his decision, the Secretary
stated: . "Immediate action must be taken if an amendment is to meet effect-
ively the urgent supply and demand problem sought to be alleviated and
relieve the disorderly marketing conditions which threaten the stability
of the market. "

Minimum Class Prices

The amendment raised ths May-August price differential in the Class
I formula from 60 cents to $l. The September-April differential was raised
from a $1 to $1.15. These permanent increases were supplemented by a tem-
porary provision which established the differential through April 1951 at
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$1.23 per hundredweight. This increase in the Class I price was somewhat
‘higher than that which had been requested in the proposals of the produc-
_ers! associations upon which the hearing was held. However, at the hearing
~itself representatives of the associations indicated that the production
outlook was becoming progressively worse and a somewhat greater increase
than that proposed would be required to remedy the situation.

~ As a basis for the higher price, the Department cited the following
Tacts in the hearing record: (1) A decline in receipts of producer milk
-since August 1950 by about 4 or 5 percent under receipts during the same

. period of 1949, (2) sales of milk "a little higher" during the fall of 1950

than in 1949, and (3) a decline in the number of producers since the mid-
summer ‘of 1950 and a slightly greater seasonal decline in the average daily
- production per producer between August and October than had occurred during
the previous year. " During the first 7 months of 1950, monthly receipts
from producers averaged 15 percent higher than for the previous year, but

 the Department did not consider this to be as important as some of the other

considerations because this increase was due to an increase in the number
of producers., 17/ . o —

In Summarizing some of the factors causing—thié adverse change in

o the)éupply situation, the Department stated: "Conversion to the production

- of inspected milk among dairymen in the milkshed has been arrested and
- production per farm has sharply declined because prices have not kept pace

B - with rising costs and dairymen are able to find more lucrative employment

in the mines, mills, and factories of the region."

Plan to Encourage More Even Production

B The so-called Louisville Plan was adopted by the Department as a
~ means of leveling out seasonal production. Under this plan, 8 percent of
- the funds in the pool would be deducted in computing the uniform price
~during each of the months of May, June, and July, and one-third of the total
~amount deducted would be restored in computing the uniform price during each
of the months of October, November, and December. This was substantially
~ the plan proposed by the producers' associations and was supported by the
‘only handler who testified at the hearing.

~ The hearing record showed that production of milk for the Duluth—

- Superior market had been highly seasonal, the June production averaging
about twice that of November. As a consequence, the market has had burden-
some surpluses in the flush months and frequently insufficient milk from

 regular producers to meet the fluid requirements of the market from October

- through December. The Department stated that the 40-cent differential in

/7 See part IV, p. 49, for an analysis of how additional producers
came on the market during this period in connection with mergers of small

- cooperative associations with the larger associations in the Duluth-Superior

- market, B : . - o
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‘the Class I price;formnla which had been provided between the spring and
~ fall months had proved inadequate as an incentive to bring about increased
~ fall production. In comparing the difference between the incentive pay-

ments under the two plans, the Department pointed out that the average dif-
ference in the uniform price between June and November had approximated 65

"~ cents during the past 4 years, and that it was estimated that, under the

- plan:which it was adopting, the difference in uniform prices to producers

would be about $L.75 for those months., This could not be achieved by
merely adjusting the diffeerential in the Class I price formula without

- seriously affecting sales of milk in the market. S ~

Classes of Utilization

The Department adopted the producers! proposal, which was not
opposed at the hearing, to revise the system of classification of milk so
as to put milk used for cream and for buttermilk in Class I. This had the
affect of reducing the number of classes from three to two. The Department,
in making this decision, stated: ' ,

All three health ordinances in the marketing area
requiré that milk used for fluid cream must comply with
exactly the same standards and come from the same farms
as milk disposed of for consumption in fluid form as
milk, . . . buttermilk is required to conform to the
standards established for milk., Customarily all butter-
milk sold in the market is made from inspected milk,

Proposed Extension of the Marketing Area

The Department decided that the marketing area should not be changed
as had been proposed by the producers! associations., This decision was
based on evidence in the hearing record which indicated that the health
regulations in the areas proposed to be included were not comparable to
those in force in Duluth and Superior and that much of the milk distributed
in these areas would not meet the standards prevailing in the pressnt mar-
keting area. The Department concluded that "If all milk disposed of in
the proposed area were to be rezulated, it would result in pooling together
two quite different grades of milk and would substantially reduce the uniform
price received by producers since the bulk of the additional milk would be
used for manufacturing."

Other Changes

The amendment changed the method of computing the amount of miik in
each class to provide a more exact accounting for skim milk and butterfat.
The Department pointed out that the "milk equivalent" method which had been
used in the order up to this time, resulted in figures which "did not
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- represent the actual utilization in these classes and resulted in a distor-
- tion of market statistics." : : ' : ]
The administrative assessment was increased from 3 cents to a maximum
of 4 cents per hundredweight, This was based upon information presented at
- the hearing that the costs of operating the office of the Market Administra-
Yor had increased materially in recent years.,

: - The pricing of milk was changed by the amendment from a 3.5 percent
butterfat basis to a 4 percent butterfat basis. This was done to make prices

~in the Duluth-Superior market comparable with other milk prices in Wisconsin
~and Minnesota. The only handler who testified at the hearing opposed this

~ step because it would interfere with the continuity of data in the Duluth-
‘Superior market. ' R

The amendment also clarified the provisions with respect to the o
~treatment of a handler's excess sales of skim milk and butterfat in accord-
ance with the proposal of FMA's Dairy Branch.
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IV. OPERATION OF ORDER 54

, , Order 54 has been in continuous operatlon in the Duluth-buperlor milk
market for almost 10 years. During this period, many changes have taken
place in the market. Some of these changes were influenced by the order,
whereas others were brought about mainly by other factors, such as the change
in general economic conditions, wartime demands for milk and milk products,
and changes in local health regulations, In this part, certain factual
observations of the order operation and an analysis of market changes that
have taken place during this period will be given. An appraisal of the
order, based on this material and on the factual analysis already presented ,
in this report, will be made in the next part.

Changes in Class Prices

During the greater part of the period in which the order has been
in operation, the minimum class prices which handlers have been required
to pay tended to increase (see table 15, Appendix D). This increase was
held in check by price ceilings and producer subsidies during part of the
war period, but it was resumed in mid-June of 1946, when price ceilings and
subsidies were removed., Peak prices were reached in the fall of 1946 and
again in the first few months of 1948, Since March of 1948, class prices
have tended to decrease.

Table 5 shows a comparison of the price of milk for use as fluid
milk and the price of milk for manufacturing use from 1942 through 1950,
For the year 1942, the price of milk for fluid use averaged 61 cents, or
28 percent higher than the price of milk for manufactured use., The differ-
ential over the manufacturing price was smaller during the following years,
amounting to 56 cents in 1943 and 52 cents for the next 2 years, By 1946,
the fluid-use price was only 17 percent above the price of milk for manu-
facturing use, This was caused by the influence of wartime price ceilings
on retail milk prices, which made it necessary to hold down the Class I
price, in the face of higher production costs, to prevent an undue "squeeze"
on the operating margins of handlers, Producers were compensated for their
higher costs by direct subsidy payments., The differential between the
prices of milk for the two uses widened appreciably with the lifting of
ceiling controls in the middle of 1946. In 1949, the average differential
was $1 and in 1950 it was 87 cents., In percentage terms, it can be noted
from the table that the 1949 and 1950 differentials were very close to the B
27.9 percent dlfferential that prevailed in 1942.

Producer Prices and Producer Returns

The uniform price payable to producers each month for A’percent¢milk
under the order is computed by multiplying the established class prices by
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= Table 5.--Pficés,of'milk uséd for fluid milk and fqr,manufacturing;
o o under the Duluth-Superior order, 1942-50

: ces of 0: : __Differentigl :
' T - : Percentage of
' Year : Fluid milk 2/ : Manufacturing :  Amount  : manufacturing
R S SHN ) ASAE T ' s price
- Dollars - Dollars =~ Dollars Percent
1942 R.788 2,179 . 0.609 - 27.9
1943 3,250 - 2,688 ) 562 20.9
1945 3,307 2,787 520 187
01946 4133 : 3.533 - .600 17,0
1947 4,651 3.785 866 22,9
1948 5,278 IR/ 5 S 867 19.7
1949 0 4459 3.459 1,000 28,9

1950 4.275  3.408 .87 25.4

- 1/ Average of monthly prices.,
-2/ Class I price. ' o
3/ Class II price from January 1942 through October 1946, Class III
- price from November 1946 to December 1950. - -

_ Compiled from reports of Market Administrator.

- the amount of milk in each class for all handlers, summing the resulting
“totals, and dividing by the total amount of milk, The uniform price is

- commonly known as a blend price. These prices are shown in table 15 of

Appendix D, ' R R ' '

For more than 2 years after the order became effective in May 1941,
the blend price increased sharply. This rise was due to the increase in
class prices and to the fact that a higher proportion of milk was being

- used in Class I as a result of wartime demands for fluid milk., The average
blend price on a 4-percent basis was $2.01 for May through December 1941,
WR.49 for the 12 months of 1942, and $3.01 for 1943. o

N - From the fall of 1943 until June 1946, the blend price in the

- Duluth-Superior market was fairly stable except for seasonal variations,
This was the period of price ceilings and production payments to dairy

- farmers. During this period producers for the Duluth-Superior market were

‘receiving production payments that ranged from 25 to 60 cents per hundred-

‘welght., They received these payments in addition to the blend prices under

 the order. The production payments received monthly are shown in table 17,
of Appendix D, , : ) - ' ,
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Following the removal of price controls and production payments, the

‘blend price moved very sharply upward to a peak of $5.73 in November 1946.
On an annual basis, the trend continued upward for the next 2 years, In
1945, the average blend price was $3.12; in 1946, it was $3.97; in 1947,

it was $4.51; and in 1948, it was $5.19. For the year 1949, the average
monthly blend price dropped to $4.19, a decline of $1 per hundredweight.
‘This reflected a decline in class prices as well as a drop in the percent-
age of Class I utilization from 72.0 percent of producer receipts in 1948

to 60.3 percent in 1949. The average price for 1950 declined another 19
cents to $4 per hundredweight. ' : '

Table 6 shows the approximate change in the purchasing power of 100
pounds of milk sold by producers supplying the Duluth-Superior market dur-
ing the period of regulation. This index of purchasing power is computed
by dividing the annual average blend price per hundredweight received by
producers for 4 percent milk (including dairy production payments) for each
year by the index of prices paid by farmers in the United States for com=
modities purchased and adjusting the resulting figures to a 1941 base. The
index of the purchasing power of milk adjusted in this manner increased to
135 in 1946 but declined to 103 for 1950. .- ,

Table 6.--Index of prices paid by farmers in the United States; average
price received by producers and index of purchasing power of
~ milk in the Duluth-Superior market, 1941-50

" Index of

H s Average - H Index of

, ¢+ prices paid : price ¢ purchasing power
Year : by farmers 1/ : received :  of milk 3/

, : (1910-14 = 100) : by producers 2/ : (1941 = 100)

7 e R Dollars T .
1941 : 132 4L/ 2.01 100
1942 , 152 R.49 - 108
1943 170 3.09 119
1944, 182 3.58 - 129
1945 - 189 3.62 126
1947 240 4,51 ' - 123
1948 259 5.19 132
1949 : 250 4419 110
1250 255 4400 _103

1/ From Agricultural Prices, Bur. Agr. Econ., Jan. 1950 and Dec. 1950.
Includes interest, taxes, and wage rates for hired farm workers. o

2/ Simple average of uniform prices per hundredweight for 4 percent milk
under Order 54. Dairy production payments to producers included from Oct.
1943-June 1946, ' : '

3/ Computed by dividing the average price received by producers by the
index of prices paid by farmers in the United States, adjusted to a 1941 base.
4/ Beginning May 5, 1941. | S



Two additional tables (18 and 19) are included in Appendix D to help
- in evaluating the economic position of producers under the order, Table 18
‘shows the value of producer milk received by handlers, by months, since 1933.

~ Table 19 shows the average daily value of producer milk, by months, for the
same period. From an inspection of the data in table 18, it can be seen,

R for example, that despite the drop in prices under the order during 1949,

~ tota] returns to producers have been fairly well maintained. This was be-

 cause production during 1949 was considerably greater than it had been the
previous year. As shown in table 19, however, the decline in the value of
- milk is reflected more clearly on a producer basis during 1949 because the
- number of producers on the market had increased somewhat. '

'7ffi,:rResa1e,Prices and?Handler>Sﬁbsidies

- Tables 20 and 21 in Appendix D, show selling prices of milk at stores
and for milk delivered to homes in Duluth, since 1919, as reported to the
Bureau of Agricultural Economics, It may be noted that there were many
months during the price wars of the 1930's and early 1940's when it was not
~possible for the Bureau to report prevailing prices of milk in the city of
- Duluth, L o o - R -

-~ During November and December of 1942, the Department of Agriculture
- paid subsidies to handlers in the Duluth-Superior market., The purpose of
~ these subsidies was to enable handlers to pay higher prices to producers
~ without exceeding the resale price ceilings for milk established by the
- Office of Price Administration. -~

: ~ These cellings had been established at the March 1942 levels and the
 1increase since that time in the Class I price under Order 54 had created a
- "squeeze" on handlers in the Duluth-Superior market., A letter, dated Nov-
- ember 4, 1942, from the Department of Agriculture to the Economic Stabili-
- zation Director, described the need for handler subsidies in this market

- due to rising costs of milk for fluid use:

~ Specifically, in the case of the Duluth-Superior area,
~ the prices specified in the applicable Federal order are
~ based on the value of manufacturing milk, plus a premium
- designed to cover the additional costs of producing and :
- marketing milk of a quality suitable for fluid use., The
premium was determined following a public hearing and &
- careful analysis by the Department of all factors affect-
- ing the production and marketing of milk in the area, As
& result of changes in the value of manufacturing milk, the
Class I price of fluid milk in the Duluth-Superior area has

~ risen from §2.681 in March to $3.213 in November,

- 7:'  SﬁbBidiés'dﬁrihg Nbvember and December 1942, were paid on the volume
of Class I milk handled, The amount of the subsidy was the difference be-
- tween the then current Class I price and the March 1942 Class I price,
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This was 53.2 cents in November and 54.7 cents in December. The subsidy

program was terminated atrthe,enq_of December, when resale price ceilings
were?adjusted in—the-market.r B ~ , B

Operation of the Marketwide Ppoi

As explained in part I, the inequality of returns to groups of pro-
ducers supplying the market was a prime cause of dissatisfaction prior to
the introduction of the Federal order in the Duluth-Superior market, The
" operation of the marketwide pooling plan has largely removed this cause of

dissatisfaction because, under this plan, each producer in the market is
assured a minimum price per hundredweight, regardless of the handler to
whom he sells his milk, The only variation from this minimum blend price
required by the order is based on differences in the butterfat content of
each producer's milk, Butterfat differentials established by the order

are shown in table 15, Appendix D,

Inasmuch as the prices provided under the order are minimum prices
only, handlers in the Duluth-Superior market have at times paid premiums
to their producers. One of the most common forms of premium peyment has
been the payment of the blend price to new producers, although, under the
~"new producer clause™ in the order, handlers were permitted to pay the
lowest class price to such producers for a period of two full calendar
months following the date of such producers first shipment to the market
(see p. 18). The payment of such premiums to new producers was due to the
competition among handlers for additional sources of milk to meet increased
 demands during the war and the immediate postwar period. Since June 1, -
1949, there is no evidence that premiums are being paid to new producers.

,  Total premiums paid by handlers in the Duluth-Superior market have

not usually been very great. During 1948, for example, reports of the

Market Administrator indicate that a total of $13,908.25 was paid in pre-

miums, Of this amount, $12,083.25 was paid to new producers and $1,825

to regular producers, Most of this latter amount was represented by a

- 5-cent-per-hundredweight premium paid by one of the smaller handlers in

the market. This handler, it is reported, has paid the premium since
1941, probably to meet the competition of one of the cooperatives in his-
area which pays patronage dividends to its members. A few very small

"handlers have followed the practice of paying their producers in advance

of the Market Administrator's announcement of the uniform price. These
advance payments, based on the handlers estimate of the Market Adminis-
trator's announcement of the uniform price, usually include a slight pre-
mium, Less than 20 producers are involved in receiving this kind of premium.
Slight premiums are involved in the case of several handlers who either ab-

-~ sorb the hauling tax for their producers or who do not deduct the marketing
i;rvicekchargelfrom the checks of producers who are not members of coopera-
ves. o ' : -

' The highest premium payments during the period of the order's opera-
tion were made from July 22 to August 31, 1950. The seasonal drop of 40
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cents in the differential in the Class I pricing formula, which had taken
effect at the beginning of May, created considerable dissatisfaction among
- producers in the market. They were faced with higher costs following the

 outbreak of war in Korea and most of them felt that they needed more money

to maintain production. Following collective bargaining negotiations be-
tween the cooperatives and the proprietary handlers, an agreement was

- reached for each handler to pay premiums to its own producers so as to make
their returns equal to those that they would have received if the Class I
- price had been 40 cents above the order minimum price., This premium was
not equalized among the handlers through the marketwide pool. Therefors,
those bandlers (including the cooperative associations) with a relatively
- low proportion of Class I sales had to pay a premium somewhat higher than
40 cents per hundredweight on their own Class I milk, Handlers with a
relatively high proportion of Class I sales paid somewhat less than 40

- cents per hundredweight on such milk, S ,

The marketwide pool, in conjunction with the classified price plan,

o Serves also to equalize competitive conditions among the handlers in the

~market. As noted in part I, the competitive struggle among the handlers

- for shares of the fluid market to avoid the financial burden of handling

- surplus milk was a prime cause of disruption to orderly marketing condi-

- tions prior to the adoption of the order. R o '

B "Underrtherpricingrahdlpobling arrangementsrof the order, each handler
- pays for milk in accordance with the use he makes of it, but his particular

- utilization does not affect the returns received by his producers., This

type of arrangement is, in theory at least, a means by which all handlers
may be required to share the burden of whatever surplus milk (that is, milk
- in excess of'fluid'reQuirements) must be handled in the market at any given

' ,—timev :

- In practice, of course, the competitive situation among handlers in
the market is affected also by the relationship of the class prices estab-
lished under the order. If, for example, the price of milk for manufac-
turing use is unduly low, a competitive advantage is given to those handlers
in the market who possess manufacturing facilities and whose utilization of
- milk in the manufacturing class is greater than the average for the market,
If the price for such milk is unduly high, such handlers are penalized and
eventually they may refuse to accept all the milk offered to them by pro-

ducers, 18/

7 Receipts of Milk

- The monthly receipts of inspected milk from producers, producer-
handlers, and handlers! farms,,du;ing the period of regulation are shown

- 18/ For a fuller discussion of the problem of pricing milk for manu-
facturing use see The Pricing of Surplus Milk in the Chicago Market, by

- Robert W, March, Prod, and Market, Admin,, U, 3, Dept. Agr., Nov. 1349,
~ Ppe 11-12, (Processed,) DRI , -
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in table 10, Appendix D. Until 1949, these receipts, on an annual basis,
remained fairly constant., The most marked change in annual receipts, during
the period of regulation, occurred in 1949, when they increased by more than
20 percent over the total for the previous year. Recelpts by years were as:
follows:

Year T eceipt
ion_ poun
1942 87.2
1944 90.3
1945 90.2
1946 87.7
1947 87.3
1948 83.2
1949 101.6
1950 109.7

During the period of the operation of the order, there has been a
marked decline in the amount of milk received from handlers! own farms and
in the amount of milk sold by producer-handlers., A4s a result, the percent-
age of total receipts of milk by handlers from producers has increased from
about 83 percent in 1941 to very near 98 percent in 1950, Table 7, shows
the percentage of total receipts of milk from producers, from handlers'
own farms, and from producer-handlers, by years, during the period of regu-
la.tiona '

Table 7.--Percentage of milk in the Duluth-Superior market supplied
by producers, by handlers' own farms, and by producer-
handlers, 1941-50

Year : Producer f Dg:g fa?m f fro?;cer—
Percent Percent ercent
1941 1/ 83.1 3.1 13.8
1942 85.7 2.9 11.4
1943 87.7 2.5 9.8
1944 89.6 2.6 7.8
1945 91.4 2.2 6.4
1946 92,9 2.3 4.8
1947 95.9 1.0 3.1
1948 96.9 1.0 2.1
1949 97.5 .8 1.7
1950 97,8 27 1.5

1/ May 5 - December 31.

Compiled from reports of the Market Administrator.

967439 O--51——4
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~ Producer receipts of milk for the market have been subject to wide
- seasonal variations., Receipts during the month of June are normally al-
most twice those for the month of November. Table 8 shows an index of
. seasonal variation in average deliveries of milk per producer for selected
- periods. The effect of the upward trend of production during these years
~-was removed in computing these indexes., The method used is described in a
footnote to the table, It can be seen from this table that there has been
no reduction in seasonality of production during the period of regulation.

In fact, there has been a tendency for seasonality of production to increase.

‘Part of this tendency may be attributed to the substantial elimination of
-seasonal differentials in class pricing during the war and part.of the post-
war period, ' o e N o :

Table 8}-—Iﬁdex,o£ seééonﬁirﬁariatibh'in average daily deliveries of
o - milk per producer supplying the Duluth-Superior marketing
' area, selected periods 1/

i
jes, oo

Month - 194243 ,;~ 1944~46 ,; 1947-49
January . .. ... 87 . 8.1 - 85
- February . . ... - 89,6 93,9 88.1
March o v v v v w s 9.2 97.7 104.0
April . + « 4 ¢ 4 & - 1l07.6 109.6 117.1
May * ® ', * a ‘7' e e 11903 7 ) 7 120.5 ' 128.7

. June ® e & 9 ¢ e o 13607 i o 7 138u9 : . 14002

S July e s e e o o & 4 122.8 ] 128.0 o : 122.7 7

~August . e v e s e - 18,0 - 106.6 -, 100.9-
Sep‘tember ¢ e o ‘,‘ 9809 . i - 9309 o - 90'7

- October + v o« o o & 8.1 8.1 = 7Mma
November . . . . . 73,6 2.3 - 71.8

- December . . . . . ALY B & FY AR 76.2
- Average . . . . . 100.0 ' 100.0 , 100.0

7 ,,;/;Obtained;by,éomputing a 12-month moving total of the average daily
~ deliveries of milk per producer for each month, centered at the seventh
~month. Each original entry was then divided by the corresponding moving

~~ total and the result expressed as a percentage, These percentages were

then grouped by months for the selected periods (1942-43, 1944-46, 1947-49),
and for each period the mean percentage for each month was obtained, Then,
for each period, the monthly means were expressed as a percentage of the
average of the 12 monthly means for that period., , '

, - The butterfat content of milk received from producers has remained
quite constant on an annual basis during the period of the order (see table
14, Appendix D). There has been a seasonal variation amounting to about
12 percent in the amount of butterfat per hundred pounds of milk, The

average percentage of butterfat has varied from about 3,9 percent in April
- to about 4.4 percent in October, o e
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Use of Milk by Classes

, Since the beginning of the order, there has been a marked tendency
for a higher proportion of milk in the market to be sold as Class I. (See
table 13, Appendix D.) During the last 8 months of 1941, about 43 percent
of producer receipts was sold for use as fluid milk and fluid milk drinks.
During 1942, about 47 percent was sold for these purposes, During the next
8 years, the percentage of Class I utilization increased each year by from
3 to 6 percent, reaching a high point of 70 percent in 1948. 1In 1949, the
percentage of Class I utilization dropped rather sharply to about 58 per-
cent, In absolute terms, the amount of Class I utilization in the market
has increased for every year of order operation., Even in 1949, when the
percentage of Class I utilization had dropped, the number of pounds of
Class I milk utilized (57.2 million pounds) exceeded the amount utilized
in 1948 by over 1 million pounds. The drop in the percentage of Class I
utilization was due entirely to the large increase of total receipts of
milk during the year. '

: During the first 7 years of the order (1941 through 1947), the sup-
ply of milk from regular producers was not sufficient to meet the fluid
requirements of the market. During at least some months of each of these
years, a number of handlers had to draw on outside supplies to meet the
fluid milk and cream needs of their customers. o

Until November 1946, producer receipts which were used for fluid
cream and for manufacturing purposes were in the same class (Class II).
At that time, Class II became a separate class for fluid cream and milk
used for manufacturing became Class III, On January 1, 1951, milk used

for fluid cream was placed in Class I, and Class II again became the manu~

factured use class. It may be noted from the data in table 13, that the
percentage of Class III milk has increased sharply during 1949 (from 15.2
percent in 1948 to 27,0 percent in 1949) and that this increase continued
until the fall of 1950, '

, It should be borne in mind that the data in table 13 do not reflect
the actual utilization of all milk in the Duluth-Superior market. They
show essentially the amounts of milk to which the minimum class prices
established in the order are applied. The actual utilization in the mar-
ket is affected by such factors as the use of outside sources of supply
during certain periods and by sales of producer milk made outside the
limits of the marketing area as defined in the order. A further distor-
tion has arisen from the procedure of accounting for milk under the order.
- The amendment of January 1, 1951, provides an exact method of accounting

for skim milk and butterfat in each class., Prior to that time, milk was
accounted for on a volume basis. It was necessary to provide some method
of reconciling total milk classified with total producer receipts, because

- the butterfat percentage in milk and milk products sold differs from the
percentage of butterfat in milk received from producers., The distortion

of market statistics which occurred prior to the amendment is described by
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the Department as follows:

The present order provides that Class I shall be
accounted for on the actual volume of milk contained in
Class I products, but in the lower classes the amount of
milk is determined by taking the whole milk equivalent of
the butterfat contained in each class., If the sum of the

~ resulting figures varies from receipts an adjustment is
made in the lowest class. Accordingly, the resulting
figures do not represent the actual utilization in these
classes and result in a distortion of market statistics., 19/

Number of Producers and Size of Dairy Operations

The number of producers and producer-handlers supplying the Duluth-
Superior market during the period of regulation is shown in table 11,
Appendix D. In the first few months of the order there were approximately

1,500 producers and producer-handlers supplying the market. “Following that
- time, the trend was generally downward until the fall of 1948, when the
market was supplied by a little more than 1,100 producers. From September
- 1948 until the first months of 1950, the number increased, it being about

1,400 in the latter months,

 The general decline in producer numbers was due, at least in part,
to two factors: (1) The relative attractiveness of manufacturing outlets
for milk and of nonfarm job opportunities, particularly during the war
period, and (2) the introduction of stricter health regulations requiring
a greater investment on the part of dairy farmers supplying the market.

From 1941 to 1948, the number of producer-handlers declined from 110
to 5. Many producers had entered the business of distribution because of
low producer returns during the 1930's. Most of them welcomed the oppor-
tunity of shipping their milk to regular handlers when they were assured of
a reliable outlet for their milk at reasonable prices. The new health
- ordinances, adopted by Duluth and Superior in 1946, also contributed to the
~decline in the number of producer-handlers. It was difficult for them to
meet the pasteurization and other requirements of the new ordinances,

, Although the number of producers on the Duluth-Superior market has
declined somewhat during the period of regulation, the average size of the
individual dairy enterprise has increased. Table 12, Appendix D, shows the
average daily deliveries of milk per producer, by months, from May 1941
through December 1949, In 1942, the average daily delivery each month for
~ the 12-month period was 153 pounds per producer shipping to handlers in the
market. By 1949, the corresponding figure was 211 pounds, an increase of
almost 40 percent in the output of the individual dairy farm,

19/ Decision of the Secretary of Agriculture with respect to a pro-
posed marketing agreement and to an order, amending the order, as amended,
- Dec. 28, 1950, : ' ' ,
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It can be seen from the same table, that the average scale of the
few remaining producer-handler operations in the market is considerably
larger than it was at the beginning of the order. In 1942 producer-
handlers had an average daily delivery of 356 pounds, whereas in 1949 the
average daily delivery was 964 pounds. :

The percentage of producers on the market who are members of one of
the two cooperative associations has increased slightly during the period
of regulation. According to the data contained in reports of the Market
Administrator, about 66 percent of producers (including producer-handlers)
belonged to cooperative associations in October 1941, By November 1949,
about 70 percent of all shippers were cooperative members.

Change in the Supply Area

The relationship of the net returns to producers supplying the mar-
ket and those offered by nearby manufacturing plants and by other types of
farm enterprises plays an important part in determining the number of pro-
ducers supplying the market, and the extent of the supply area. The
policies of the producer cooperatives and of handlers buying from indepen-
dent producers and the inspection policy of the health departments, also
affect the number of new producers who may come on the market., For example,
the paying of premiums to new producers (see p. 43) offset any handicap
which the order's provision for lower prices to such producers for a tempor-
ary period might have imposed upon them. On the other hand, the raising
of the sanitary standards for milk in 1945 added to the difficulty of new
producers coming on the market.

During 1948 and 1949, the Arrowhead and Twin Ports Cooperative Asso-
ciations accepted the membership of several smaller cooperatives by the
merger process. The first of these mergers took place in September 1948,
when the Arrowhead Association accepted the members of the Kettle River
Creamery. Three months later the Twin Ports Association took in the mem-
bers of the Oulu Cooperative Creamery at Iron River. During 1949, two
other small cooperatives merged with Twin Ports: Port Wing Cooperative
Creamery in April and Wright Cooperative Creamery in May. These mergers
resulted in an addition of about 300 producers to each of the associa-
tions. 20/

Decline in the Number of Handlers

During the first 2 years of Federal order operation, a marked decline
took place in the number of proprietary handlers operating in the Duluth-
Superior market., From June 1941 to June 1943, the number of such handlers
declined from 22 to 12, Four handlers had consolidated their operations
into United Dairies, a new company whose stock was owned by the Bridgeman-

20/ Record of the Duluth-Superior milk hearing, Nov. 29, 1950, p. 6.
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Russell Company. Since that time there has been little change in the number
of such handlers., The number of producer-handlers on the market, as has
been previously noted, also declined rather sharply during the first 2 years
of the order. In 1949, only 5 producers were engaged in the distribution of

their own milk. These 5 producer-handlers, in June 1949, accounted for 1.4
percent of total receipts of milk in the market. In June 1941, producer-

~ handlers had accounted for about 12 percent of total receipts, In November

1949, the 5 producer-handlers distributed approximately 3 percent of the
total fluid milk sales in the market. Table 9 shows the number of handlers
of various types operating in the marketing area during June of each year
from 1941 through 1949. .

Table 9.--Number of handlers in the Duluth~Superior marketing area
during June of each year, 1941-49

Proprietary handlers  :

Month - ¢  Buying :Buying en~ :
and :Cooperative: from stire supply : Producer- : Total
year ¢ handlers : producers :from other ¢ handlers :
' i TV : handlers :
- Number Number Number Number Number
June:
1941 2 18 4 109 133
1942 2 14 2 80 98
1943 2 8 4 57 71
1944, 2 8 4 41 55
1945 2 7 5 32 46
1946 2 8 4 20 34
1947 2 8 4 12 26
1948 2 8 5 5 20
1949 2 8 5 5 20
1950 2 8 5 5 20

1/ Handlers in this category may receive part of their supply from their
own farms or from other handlers. ’

Compiled from data supplied by Market Administrator's office.

In November 1949, there were 19 handlers (counting United Dairies and
its parent company, Bridgeman-Russell, as one handler) who were distributing
milk in the Duluth-Superior market, Five of these were producer-handlers,
The 2 cooperative associations were among the 3 largest handlers, These 3
distributed 54.8 percent of the fluid milk in the market in November 1949.
The next 3 largest handlers accountsd for 26,0 percent of the total fluid
sales in the market, while the 1, small handlers accounted for 19,2 percent
during the same month, The number of handlers according to the percentage
range of fluid milk sales handled, in November 1949, was as follows:
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Number of handlers @ Percen range of flui
' ' . ' ~ (by individual handlers)

0-4.9

5-9.9
10-14. 9
15-19.9

[FR NSRS

Compliance with Order 54

L]

The authority of the Federal Government to regulate the handling of
nmilk in the Duluth~Superior market was challenged very soon after Order 54
was issued in May 1941. Nine milk distributors located in the Minnesota
part of the marketing area contended that they were not legally bound by
the order and refused to comply with its provisions. They based their con-
tention on their belief that their handling of milk was not involved in
interstate commerce and that therefore the Federal Government had no juris-
diction over their business,

On July 29, 1941, Government attorneys filed suit on behalf of the
Department of Agriculture in the Federal District Court against these nine
handlers, The case was tried by Judge G. H. Nordbye of the U, S. District
Court on November 4. 21/

At the trial, attorneys for the handlers presented evidence to show
that all of the milk purchased by the defendants was produced by dairy
farmers residing in the State of Minnesota. This milk was delivered to
plants of the handlers that were located in Minnesota, where it was pas-
teurized and bottled. The milk was then distributed by these handlers to
Minnesota consumers or to stores and other outlets for resale to consumers
in Minnesota. On the basis of these facts, which were not disputed by the
Government, the attorneys for the handlers asked the court to rule that the
Federal Government had no jurisdiction over these particular handlers and
to free them from any obligation to comply with Order 54.

The Government attorneys argued that it was essential for the order
to apply to intrastate handlers to the extent that their distribution of
milk was bound up with operations of other handlers whose business was
clearly interstate in character. The Government contended that the inter-
state character of the Duluth-Superior milk market had been demonstrated
clearly at the first hearing. At that time it was shown that several
handlers recelve their milk supplies from producers located in both Minn-
esota and Wisconsin., Also, it was shown that substantial quantities of
milk were moved by handlers between Duluth and Superior in the process of
distributing milk to consumers and to stores or other wholesale outlets.,

21/ United States v. Bay View Dairy Company, et al.
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~ On April 15, 1942, Judge Nordbye ruled in favor of the Government,
He entered an order granting the motion for a summary judgment which had
been asked for by the Government attorneys. This summary judgment direct-
ed the defendant handlers to file with the Market Administrator all reports
which were required under the order from the date on which it had been made
effective. They were further required to pay all funds due and owing to
the Market Administrator for the producer settlement fund, for expenses of
administration and for marketing services. Judge Nordbye issued the final
judgment on the case on May 18, 1942. : '

Judge Nordbye'!s decision was based on previous rulings of the U, S.
Supreme Court. These rulings had established the fact that the Federal
Government's power to regulate interstate commerce involves the necessity
of regulating certain intrastate transactions which, if unregulated, would
impede the proper regulation of interstate commerce, He cited a Supreme
Court ruling (February 2, 1942) in the case of the United States v, Wright-
wood Dairy Company. In its decisions on that case the Supreme Court stated:

+ « o We conclude that the national power to regulate
the price of milk moving interstate into the Chicago, Ill-
inois, marketing area, extends to such control over intra-
state transactions there as is necessary and appropriate ‘o
make the regulation of the interstate commerce effective,
and that it includes authority to make like regulations for
the marketing of intrastate milk whose sale and competition
with the interstate milk affects its price structure so as
in turn to affect adversely the Congressional regulation.

We think it clear that Congress, by the provisions of
Sec. 8c (1), conferred upon the Secretary authority to
regulate the handling of intrastate products which by rea-
son of its competition with the handling of the interstate
milk so affects that commerce as substantially to interfere
with its regulation by Congress; and that the statute so
read is a constitutional exercise of the commerce power.
Such was the view expressed in United States v. Rock Royal
Cooperative, Inc., supra, 568, We adhere to that opinion
now,

Within a few months after Judge Nordbye's decision was issued, four
of the nine handlers (Bay View Dairy, Barnum Creamery, Pine Hill Dairy, and
Zenith Creamery) paid all money owed to the Market Administrator and were
in full compliance with the order. - Two other handlers (Quality and Service
Milk, and Springdale Dairy) had paid part of their past obligations to the
Market Administrator and had made satisfactory arrangements for payment of
the balance, These two handlers had discoantinued their business as inde-
pendent dairies and affiliated with a new company called United Dairies which
was established by the Bridgeman-Russell Co. Central Dairy, another defen-
dant handler, went out of business in October 1942 without having paid any
of the money owing to the Market Administrator., This amounted to a little
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more than $1,600.

The two remaining vioclators (Duluth Milk Company and Lester River
Deiry) continued operating as handlers, but refused to pay their obligations
to the Market Administrator or to make satisfactory arrangement for such
* payment, In December 1942, Judge Joyce of the U. S. District Court, heard
arguments presented by the Duluth Milk Company and by the Government attor-
ney regarding the terms of settlement, The Judge allowed this company a
9-month stay of execution of the court's previous judgment, providing they
paid $150 per month on their past obligations and the balance at the end of
that period, This account was satisfactorily settled on the basis of the
Judge's order.

In May 1943, A. H. Anderson, owner of the Lester River Dairy, was
ordered to appear before the U, S. District Court to show cause why he
should not be adjudged in contempt of the court's judgment of May 18, 1942,
After hearing Mr, Anderson's arguments claiming that he was unable to re-
main in business and pay his past obligations to the Market Administrator,
Judge Nordbye ordered him to pay his account in full (a little more than
$5,000) by July 1, 1943. On June 22, Mr, Anderson filed a motion with the
court seeking a modification of the May 1943 order. Mr. Anderson contended
that he needed a long time in which to reorganize his business and gradu--
ally pay off his obligations. The Market Administrator contended that this
was not necessary and that Lester River Dairy could raise the necessary
funds through a bank loan. After hearing these arguments, Judge Nordbye
denied the motion of Lester River Dairy. On August 7, 1943, Lester River
Dairy submitted to the Market Administrator $5,536.14 in full satisfaction
of its obligations.

Since that time, there have been no violations of Order 54 necessi-
tating court action. There have been occasional disagreements between
handlers and the Market Administrator with respect to interpretations of
particular provisions of the order, but none of these have involved what
might be called willful violations of the order and they have all been
settled as they arose on an administrative level.

Marketing Services

The order provides that handlers shall deduct an amount, not exceed-
ing 3 cents per hundredweight (the exact amount to be determined by the
Market Administrator), from payments for milk received at their plants from
producers who are not members of cooperatives., These deductions are paid .
to the Market Administrator to be used by him to provide "market information

to, and for verification of weights, sampling, and testing of milk received
from such producers,” : ,

Since October 1941, deductions for marketing services, which the
Market Administrator has required, have amounted to only 1 cent per hundred-
weight, During 1949, this rate of deduction provided an income of about
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$3,100. In accordance with the terms of the ordér,,these funds are kept
in a separate account from the funds which are used to meet the general
- expenses of administering the order,

In order to provide marketing services to producers who are not mem-
bers of cooperative associations, the Market Administrator maintains a
laboratory equipped for the testing of samples of milk for butterfat content.
Samples of milk of all nonmember producers are taken once each week at the
handler's plant by the technician in charge and are brought to the labora-
tory and tested for butterfat content. Samples of finished products of
handlers are also tested each week. Records of the results of all tests
are retained in the Market Administrator's files. The tests are later
compared with those on handlers' reports of receipts and utilization of
milk, and with those on producer payroll reports, Significant variations
in the tests are brought to the attention of handlers, and frequently result in
retesting or in having the handlers involved give special attention to the
accuracy of future tests.,

Producers often bring samples of milk of their individual cows to
the laboratory to have butterfat tests made., These are used by the pro-
ducers to determine which cows should be retained in their herds or dis—
posed of in their culling programs., The Market Administrator also collects
and publishes statistics related to the marketing of milk., These statistics
are mailed out eack month to all nonmember producers on the market,

Administrative Expense

The order provides that the cost of administration shall be paid for
by handlers., An amount not exceeding 4 cents per hundredweight with res-
pect to all milk received is paid to the Market Administrator for each del-
ivery period. Frior to January 1, 1950, the maximum assessment was 3 cents.
In the case of a cooperative association, the payment is made only on milk
which is received at a plant operated by such association.

From May 1941 through September 1943, the Market Administrator re-
quired the maximum assessment of 3 cents per hundredweight in order to meet
the expenses of administering the order. From October 1943 through May 1948,
he reduced the assessment to 2 cents per hundredweight., During part of this
period, the Market Administrator was required to administer War Food Order
79 (requiring handler quotas on sales of milk, cream, and fluid milk products)
for which he received 1 cent a hundredweight from handlers. The outlays of
the Market Administrator were reduced during this period, because he was not
able to obtain the personnel required to keep up to date with his auditing
work., From June 1948 to December, 1950, the assessment for administrative
expense was 3 cents per hundredweight,

) Dgring 1949, this assessment provided the Market Administrator's office
with an income of $29,222,21, Ixpenses for the year were about $1,400 less
than income, The main items of expense incurred during the years were:
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Salaries and services, $22,922.53; travel, $1,009.22; and rent, $990. The
costs of operating the office of the market administrator increased mater-
ially during 1950 because of higher costs of office supplies and equipment,
rent, and wages of employees. Total income was less than expenses for the
latter months of the year, which was cited as the reason for raising the
maximum assessment from 3 ito 4 cents on January 1, 1951, 22/

22/ See footnote 20, p. 49.
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V. APPRAISAL OF ORDER OPERATION

- Federal regulation of milk marketing got its start during the eriti-
cal years of the general economic depression of the 1930's. Although the
order for the Duluth-Superior market was not issued until 1941, some of the
conditions which brought the order into being were outgrowths of disruptions
due to the depression. (See p, 13.) The greater part of the order's oper-
ation in this market has been affected by the war and by conditions of post-
war adjustment. The process of general price inflation which has taken
place during almost the entire period has provided an additional test of the
regulatory devices incorporated in the order. On the basis of the order!'s
operation in the Duluth-Superior market up to this time, the discussion and
analyses of the preceding parts provide a considerable basis for appraising
its usefulness and limitations. Some of the accomplishments of the order
are described and special aspects of the Federal program of milk regulation
as it relates to this market are discussed in the following paragraphs.

Accomplishments of the Order

1. Or 3 +==Order 54 established an
orderly process by which farmers could sell their milk in the Duluth-Super-
ior market. It achieved this primarily through the devices of a classified
price plan and marketwide equalization.

The extent of this accomplishment and its importance may be appre-
clated only by reference to conditions in the market prior to the issuance
of the order. As shown in part I, the Duluth-Superior milk merket was not
a free competitive market, A few of the larger handlers controlled the
major part of fluid milk sales and milk prices did not necessarily move in
response to changes in the various elements of supply and demand. The
market was torn by internal strife among handlers, and especially between
one of the large producer organizations and the proprietary handlers, for
shares of fluid sales. Moreover, this contention for shares of the fluid
market arose out of basic differences among handlers in methods of payment
for milk and in amounts of milk handled for various uses,

Prior to the issuance of the order, the pricing of milk was primarily a
reflection of conscious strategy by major handlers or of handler and pro-
ducer groups seeking market control, The "price wars" and "price agree-
ments" which developed out of this situation were becoming a costly burden
upon farmers, handlers, and consumers. The order provided a plan which:
(1) Equalized costs of milk among handlers with varying proportions of
fluid milk sales, (2) established minimum prices of milk for various uses,
and (3) distributed the proceeds of sales among producers in a manner
acceptable to them. This was a major achievement in this market.,



gsurance 1o larmers Ol ¢ 3] 13 Market.~--Closely related
to the establishment of a procedure for the orderly marketing of farmers'
‘milk is the order's specific accomplishment of assuring a continuous
market for such milk, Prior to the issuance of the order, proprietary
handlers tried to buy only as much milk from inspected shippers as they
needed for sales of fluid milk and cream, In some cases, certain pro-
ducers would be arbitrarily out off the market for temporary periods. An-
other result of this practice was that the cooperative associations were
required to handle a disproportionate share of milk which could not find &
fluid market. This caused a financial loss to their members.
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Under the classified price plan, those handlers who were in a posi~
tion to utilize milk in excess of the markets' fluid-use requirements were
pot disadvantaged financially in relation to other handlers who were equip-
ped only for the marketing of fluid milk and cream, The order, therefore,
provided the means by which all farmers, whose operations were approved by
the local health authorities, could participate in the Duluth-Superior
market on an equal basis,

3. The nricling O milk 1p 818 on tO changlng conaltlong " sSupnl
and demand.--The history of the order operation indicates that the pricing
of milk under the order was more consciously related to supply and demand
conditions than had been the case in the years immediately prior to its
issuance, 23/ Because the market, prior to the order, was not a free com~
petitive one, the strategies of the various elements in the market for a
share of the fluid market played an important part in the pricing process.
The prices paid to farmers for their milk were at times depressed unduly
because handlers (including the producers! associations in their capacity
as handlers) were engaging in a retail "price war." The order eliminated
this particular hazard to the farm price structure and, at the same time,
removed one factor that helped to make it possible for handlers o indulge
in such price wars., As long as handlers could not pay producers less than
the minimum order prices, they would be forced to bear the full financial
loss of selling milk below cost.

In the negotiations between the producers' associations and proprie=-
tary handlers, the relative bargaining strength of the two sldes at a
particular time did not always reflect accurately the underlying supply and
demand conditions. Under the order, the public hearing required all parties
to concentrate on the economic conditions relating to the supply and demand
for milk in the market to provide the Department with a factual basis for
establishing prices. In the absence of a free competitive market to accom-
plish a similar purpose, this appears to have been a major accomplishment
of Federal regulation.

4o Wmmmm --The holding of public
hearings to consider problems of milk marketing and milk pricing has some

23/ See especially part III, where price changes under the order are
discussed in relation to evidence received at public hearings.
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definite advantages over industry meetings and price bargaining conferences,
The latter methods were used in the Duluth-Superior market before the issu-
ance of the order. Meetings among handlers to discuss marketing problems

do not always bring together all interested parties., Decisions are sometimes
made, or courses of action decided upon, which are biased in favor of certain
‘handlers or of certain types of handler operations.

A similar defect is inherent in the bargaining conferences between
handler and producer groups. Some producers are not represented and usually
~ some handlers are not represented. Too often, insufficient attention is
given to factual information regarding supply and demand conditions in the
- market, especially when such conferences are held under conditions of economic
gtress that distract the parties from a careful appraisal of such conditions.

The use of industry meetings and price bargaining conferences as a
basis for making decisions which apply to the market as a whole has the
further defect that the general public is usually not permitted to be repre-
sented, although many of the matters discussed, and the decisions taken,
affect the interests of the consuming public. The public hearing procedure
under the order provides an open forum for the discussion of all milk
marketing problems as well as an effective means of bringing together the
necessary information for the determination of milk prices, It is a means
of 1lifting the veil of secrecy from such matters and enables all parties
at interest to present evidence and discuss any problem covered by order
operation. 24/

The value of the public hearing procedure has been enhanced during
the period of the operation of the Duluth-Superior order by new rules of
procedure for the issuance of orders and amendments, Under these rules, a
tentative decision is publicly issued by the Department, which shows fully
the relationship of each element of the decision to the evidence in the
hearing record. Interested parties are then given a period in which to
file objections to any part of this tentative or recommended decision prior
to a final decision by the Secretary. (See Appendix A.)

5. Impartial administration of the order. In a mumber of markets,

- attempts have been made by organized handlers and producer groups to estab-
lish a marketwide plan of milk marketing to solve the t of problems which
beset the Duluth-Superior market prior to the order, 2 Apart from other
defects of this type of agreement from a publio~interest standpoint, it was
very difficult for the industry to establish a means for the impartial

24/ "The price-making procedure is in most instances more democratic
under public control than it was when prices were established by bargaining
within the industry." Leland Spencer, Impact of Marketing Agreements and
Orders on the Marketing of Milk, Jour. of Farm Econ., Vol, XXXII, No. 4,
Part 2; Nov. 1950,

Some of these plans were set up by Dr, Clyde L. King as so-called
arbitration agreements, which became well known in the early 1930's. Dr.
Ki;g, at that time, was a professor of marketing at the University of Penn-
8ylvania,
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| adninistﬁtioh of such marketing plahs.' The Duluth-Supefior order, as is
the case with all Federal orders, is administered by a Market Administrator

appointed by and responsible only to the Secretary of Agriculture, Thus a
means is provided for the impartial administration of the terms of an order.

- To further insure the impartiality of administration, any handler in

the market has the right of appeal to the Secretary of Agriculture for a
review of any part of an order or any decision of the Market Administrator
that he feels is not in accordance with the law. Handlers have a further
‘right to appeal any action that they feel is discriminatory or otherwise
illegal by bringing suit in a Pederal District Court. The auditing of the
‘books and records by employees of the Market Administrator gives further
assurance to all handlers that none is permitted to take unfair advantage
by paying producers less than the minimm order prices or by making inacou- -
rate or incomplete reports to the Market Administrator. '

The first court tests which determined the over-all validity of the
order itself, showed handlers that the order would be enforced with respect
to every handler in the market. (See p, 51.) This, together with the
impartial administration of the terms of the order, provides the necessary
assurance that the marketing price plan established in the order may be
safely relied upon by a bandler in the conduct of his business,

Scope of Federal Milk Regulation

As an aid to the understanding of the limitations of the Duluth-
Superior order, it is desirable to review briefly the restricted scope of
Federal milk regulation. Fart of this stems from the fact that Federal
regulation of milk marketing got its start during the depression period as
& means of improving the economic well-being of dairy farmers. This was ,
the objective of the Agriocultural Adjustment Act, which in 1933 incorporated
the first provisions for regulation, and it has been retained as the major
‘objective of the Agricultural Marketing Agreement Act of 1937, which current-
1y provides the legislative authority for the issuance of milk marketing ’
orders, (See Appendix A.) ‘ , '

With this limited, although very important objective, the act does
not authorize the Secretary to regulate the entire marketing process even
within a given marketing area., In the Duluth-Superior aree, the order has
no direct control over the quality of the milk supply, provides no plan of
marketing milk from the milk distributor to the consumer, and does not regu-
late the prices which such distributors may charge consumers, or stores, -
restaurants, and other establishments which resell milk to consumers,
Further, the order exertises no direct control over the physical movements
of milk from the farm of the producer to the city pasteurizing plant nor
~does it direct the movement of milk among handlers (the classification and
pricing:t)&ructure established in the order does, however, affect these
movements), ' ' , ' i : '
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- Federal regulation of milk marketing in the Duluth~Superior area,

as in all fluid milk markets, introduces a minimum of regulation commen-
‘surate with the protection of the interests of dairy farmers who supply

* milk for the market. This regulation of a part of the marketing process
retains a maximum of freedom of private enterprise (both individual and
cooperative) and does not impair or interfere with local and State govern-
ments in their responsibility for establishing quality and sanitary stand-
ards for the production and handling of milk, inspecting dairy farms and

milk plants, and testing milk to see that it meets.the required standards. 26/
Because Federal regulation is only partial regulation of the milk marketing
process, two questions have been raised from time to time by economists and
~others: (1) Should an order be withdrawn after it has achieved marketing

~ stability and the economic position of producers has improved?; (2) are the
orders predicated on a producer bias which fails adequately to protect the

~ interests of handlers or consumers? We cannot, of course, attempt general-
ized answers to these questions on the basis of our study of the Duluth-
Superior order. This study does, however, indicate answers to these questions
as far as they relate to this particular market.

~ The answer to the first question depends on whether the conditions
~in the Duluth-Superior market, with which the order is concerned, are them-
selves of a transient character. The fact that Federal milk marketing
regulation got its start in the critical period of the economic depression
of the 1930's has encouraged an impression that the marketing problems
dealt with are depression born and that once a Federal order has "patched
things up," the market should be able to go along nicely without an order,
at least until another depression., In the case of the Duluth-Superior
~ market, however, the study indicates that this philosophy of regulation
cannot be applied. The market was seriously disrupted by the depression
l(a;t the'bgaﬁ).c marketing problems were aggravated rather than caused by it.
es p. 13.) ' '

- ~ The Duluth-Superior order was not made effective until 1941, long
after the depression had run its course. The market mechanisms introduced
by the order were designed to solve problems which had beset this market
prior to 1940 and which persisted after there had been a considerable :
-measure of seconomic recovery. The classified price plan and the marketwide
pooling system were based upon marketing arrangements already made by
organized producers and handlers in some of the larger fluid milk markets

and which were already spreading to other markets beset with similar problems.

~ If the order were withdrawn from the Duluth-Superior market, it is very

probable that the producers!' organizations and the proprietary handlers
would try to continue with marketing arrangements similar to those under the

7 2&/ The Federal Government and a number of States have experimented
- with marketing regulations of a more comprehensive nature than the present
Federal orders, The early Federal licenses and agreements established

schedules of resale prices and elaborate codes of "fair trade," or competi-

tive practices to be observed by handlers, Several States still control
resale prices for milk, cream, and related products, :
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order. 21/ They would use at least some of the devices now incorporated
in the order as a means of "regulation® under some kind of industry-
bargaining arrangement or agreement,

The choice, from an economic standpoint, is not whether or not the
marketing of milk in the Duluth-Superior area is to be regulated, It is
rather one of whether it is to be regulated by the industry or by a Govern-
ment agency, If the order were to be withdrawn, prices would be established
by collective bargaining instead of by the Secretary of Agriculture on the
basis of a public hearing. Some kind of price classification and pooling
procedures would be continued to avoid the recurrence of problems of unequal
producer payments and disputes among handlers over sharing the costs of
handling surplus. Moreover, in the Duluth-Superior market, where two large
producer cooperatives are operating, a serious problem would be faced in
achieving uniformity of marketing plans for the market as a whole, Even
if both cooperatives were to reach an agreement with the major handlers
in the market, there would always be the problem of extending its terms to
cover all handlers and nonmember producers., 28/

The second question raised by the order's regulation of only a part
of the marketing process is whether it adequately protects the interests
of handlers and consumers in the Duluth-Superior market, This market is,
of course, unusual in that there are two producer cooperative associations,

both of which operate as distributors and manufacturers, The relation of

the order to the several types of handlers in the market is left for a
separate discussion under the heading, "Impact of the Order on Handlers,"

p. 68, With respect to handlers as a whole, however, probably the most
important points are that the order does not establish margins nor does it
limit the number of producers or control the total supply of milk which

they offer for sale in:the Duluth-Superior market. Under these circumstances,
it would appear unlikely that the order could operate in a discriminatory
fashion against handlers as a whole.

Conditions in the Duluth-Superior market during the period of the
order's operation would seem to support this view. Although the total
number of handlers has declined, the remaining handlers have found the
distributing business sufficiently profitable to invest the necessary addi-
tional capital for the expansion of their businesses and the market has never
faced a shortage of distributive facilities,

27/ The order could be terminated on the initiative of the Secretary
or of producers in the market, or by the Congress in repealing the basic
legislation authorizing the orders,

28/ The legal aspects of marketing plans growing out of collective
bargaining have not been resolved by the courts, The Department of Justice
has, in the District of Columbia, for example, prosecuted cooperative and
handler officials for continuing with a marketing plan similar in its mechan- -
ics to one which was provided for in a,Federal order which had been termina~
ted.,

967439 O—51——5
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Consumers in the Duluth-Superior market have evinced little interest
in the public hearings that have been held by the Department either prior
to the issuance of the order or with respect to the several amendments to
the order. This apathy of consumers may be partly attributed to the fact
that the establishment of prices at the consumer level is not involved at
these hearings. There are, however, two other factors which have operated
 to protect the interest of consumers under the order. In the first place,
since the order cannot restrict the total supply of milk, producer prices
must be kept closely in line with supply and demand conditions in the mar-
ket over any long-time period, This is in line with the interests of pro-
ducers as well as consumers in the market, and the review of the Secretary's
price determinations in part III has shown that this objective was rather

consciously adhered to. In addition, the Duluth-Superior market has con-
tinued to be a strongly competitive one at the resale end. Handlers have
shown a strong tendency to go after additional customers using such devices
as quantity discounts and limited price concessions to expand their sales.

Perhaps the only important way in which consumers! interests may be
affected by the order, under present circumstances, is in the relationship
of the Class I to the surplus-use price, If the Class I price is unduly
raised in relation to the surplus-use price, consumers would have to pay
a higher price for their milk, on the assumption that the increased cost
of fluid milk would be passed on to them by handlers., 29/ In the preceding
section, the relationship of these prices has been compared and no tendency
toward widening the gap between these two prices (on a proportionate basis)
has been found during the period of the order's operation. (See p, 40,)

Under these circumstances, there has been little incentive for con-
sumers to take a greater part in the public hearings in this market. The
situation is not, however, a static one. The almost complete elimination
of producer-handlers who represented a highly competitive aspect of the
distributive business and the decline in the number of other handlers may
at a later time create a change in the situvation., If, for example, the
remaining handlers should exercise a greater control over the resale price
structure and should use this control to unduly widen their margins, it is
likely that consumers would become more interested in the details of the
milk regulatory process. This has been the case in some other markets under
Federal orders, even though the orders themselves did not actually establish
prices at the resale level,

Producer Organizations Under the Order

The two producer associations in the Duluth-Superior market have play-
ed a vital part in connection with the order, As described in parts I and
II, these associations were responsible for initiating Federal regulation in

29/ See, for example, the opposition of the Consumers! Counsel of the
Department of Agriculture to the order amendment of February 1, 1942, des-
eribed in part III, p, 23,
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‘this market. Since that time, they have represented producers at hearings
on prices and on other matters pertaining to the order. They have also
taken much reSponsib;lity for initiating improvements in the order. '

Under the order, public hearings replaced collective bargaining
negotiations. The order does not, however, reduce the need for cooperative
associations to advance the jnterests of their members and of all dairy
farmers in the market. Their function of initiating changes in the order
and of representing producers at public hearings appears to be just as
 important as their previous function in collective bargaining. 30/

The Agricultural Marketing Agreement Act provides that at least two-
thirds of producers (by number or by volume of milk marketed) must approve
the terms of an order, before the Secretary of Agriculture may make it
effective. This requirement also applies to the issuance of any amendment
to an order. In determining whether the required proportion of producers
approve or disapprove an order or an amendment, the act permits a coopera-
tive sssociation to vote on behalf of its entire membership. ‘This creates
certain problems in the Duluth-Superior market, where there are two pro-
ducer cooperatives of almost equal size, both of which are engaged in the
‘distribution of milk to stores and consumers in addition to functioning as
bargaining agents for their members in selling milk to proprietary handlers
and carrying out manufacturing operations. Specifically, these problems
are related to: (1) The continuity of the order, and (2; competition of
cooperatives for new producers. '

The joint support of the Arrowhead and the Twin Ports cooperatives
is required to assure the continuous operation of the order in the Duluth-
Superior market, Failure to achieve such joint support was responsible
for a considerable delay in the adoption of the order in the first place,
(See p. 12,) The amendment of November 1, 1946, was approved by only one
of the cooperatives, which indicates how precarious the continuity of the
order may become, although in this case the necessary two-thirds approval
was indicated in the producer referendum. 31/ Each cooperative must of

30/ "Continuous vigor and initiative on the part of cooperatives are
important to successfully operate and improve Federal milk marketing pro-
grams, The cooperative must be alert in critically appraising and proposing
desirable changes in pricing and related provisions. Experience in market-
ing producers' milk, under changing economic conditions, clearly indicates
‘that constant examination and periodic changes in the pricing mechaniasm are
necessary in most markets. The ability of cooperatives to initiate changes
in the programs, as conditions require, largely determines the degree to
which the programs are dynamic and useful instruments.® Edmond S, Harris
and Irwin R, Hedges, Formula Pricing of Milk for Fluid Use, Farm Credit
Adlin., U' S. D‘pt. V-Ago, mco 19480 ' ' ) )

}/ If the amendment had not received the required producer approval,
the Secretary would have to suspend or terminate the ‘order unless he found
that the order without the amendment could continue to carry out the pur-
poses of the act. : : '



necessity consider any change in the order, not only as it affects the
position of producers as a whole but also as it affects the position of

the cooperative as a distributor of fluid milk and as a manufacturer of
milk products.

The relation of the two cooperatives as competitors in the handling
of milk, creates an incentive for each of them to organize new producers
to ship milk to the Duluth-Superior market. The retention of voting strength
is a matter of considerable importance. Neither association would be satis-~ .
fied with a situation where the other was able, by itself, to vote approval
or disapproval of changes in the order., There is some danger that this
competition for new producers may lead to an uneconomic expansion of the
supply area, The supply area was extended appreciably between 1947 and
1949, as the two cooperatives accepted the membership of several smaller
cooperatives that previously had been supplying manufacturing plants. (See
Pe 49.) For several years prior to 1947, the market had been chronically
short of milk for fluid requirements, However, the sharp increase in Class
III usage (from 15.2 percent in 1948 to 27,0 percent in 1949) shows how
easily the situation could change to cause an overexpansion of the supply
area., - (See Pe 47.) '

The Order and Producer Returns

The Agricultural Marketing Agreement Act makes three policy refer-
~ ences to the level of milk prices to be paid to producers under the orders.
~Section 2 declares that it is the policy of Congress—-

"Through the exercise of the powers conferred upon the
Secretary of Agriculture under this title, to establish
and maintain such orderly marketing conditions for agri-
cultural commodities in interstate commerce as will
establish prices to farmers at a level that will give
agricultural commodities a purchasing power with respect
to articles that farmers buy, equivalent to the purchas-
ing power of agricultural commodities in the base
period. . o o" .

: The base period for milk, according to this section of the act, is
to be August 1909-July 1914. However, this is modified by section 8e, which
authorizes the Secretary of Agriculture to use all or part of the period
August 1919-July 1929 as a base period if he finds that the purchasing of
milk for the earlier period cannot be satisfactorily determined from avail-
able statistics,

The above provisions relate to agricultural commodiﬁies other than
milk, which are covered by the act. In paragraph 18 of section 8c, however,
special policy conditions are laid down with respect to milk prices:
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« « The level of prices which it is declared to be
the policy of Congress to establish in section 2 and
section 8e shall, for the purposes of such agreement,
order, or amendment, be such level as will reflect the
price of feeds, the available supplies of feeds, and
other economic conditions which affect market supply and
demand, for milk or its products in the marketing area to
which the contemplated marketing agreement, order, or
amcndment relates, . . .

Whenever the Secretary finds, on the basis of the hearing evidence,
that parity prices are not reasonable in view of these economic conditioms,
"he shall fix such prices as he finds will reflect such factors, insure a
sufficient quantity of pure and wholesome milk, and be in the public
interest.® A finding to this effect was made by the Secretary when the
Duluth-Superior order wes issued and has been made in connection with each
amendment relating to prices, Thus the provisions of paragraph 18 of sec-
tion 8c of the act have guided the Secretary in his price-making decisions
with respect to the Duluth-Superior market.

The changes in the average producer prices each year under the order
and the corresponding indexes of purchasing power of milk sold at these
prices are described in part IV. (See p, 39ff.) The actual effect of the
order on producer returns cannot be judged with any degree of confidence
because we do not know what these returns would have been in the absence
of an order. The problem of estimation is especially complicated because
of the unusual conditions of demand and supply which prevailed during the
war and postwar period. Certain inferences may be drawn, however, from
the nature of the order and the manner of its operation.

The order, by itself, is not capable of affecting appreciably the
total returns of producers in the Duluth-Superior market, over a long
period of years, primarily because it contains no devices for controlling
the supply of milk., Moreover, in this market, there do not appear to be
any effective means outside the order for achieving such a result, In any
case, restrictions upon supply due to local health regulations, cooperative
policies in admitting new members, etc., could affect the price of milk
quite independently of whether or not the market is regulated by an order. 32/
The "new producer" clause, previously described, could operate as a temporary
discouragement to a new producer coming on the merket but its affect would
be so slight that it cannot be considered as a significant impediment at
any time. During periods of milk shortage in the Duluth-Superior market,

32/ In discussing the possible effects of Federal and State milk mar-
keting orders, Dr., Leland Spencer of Cornell University concedes that in the
absence of "natural or man-made barriers against increased supplies® such
orders can have little bearing upon long-run returns.”. . . in marketing areas
such as Minneapolis and St, Paul, Chicago, and Des Moines, milk prices could
not be raised much above those obtainable by collective bargaining without
attracting greatly increased supplies.®™ Leland Spencer, Impact of Marketing
Agreements and Orders on the Marketing of Milk, Jour. of Farm Econ., Vol. XXXII,
No., 4, Part 2’ Pe 993. Nov, 1950,
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handlers actually nullified this clause by peying premiume to new producers
wvhich put their returns on a par with regular producers from the very begin-
ning of their deliveries. (See p. 43.)

: While the order can have little, if any, effect upon the long-run
returns of producers as a whole in the Duluth-Superior market, there are
several ways in which it affects the returns of producers, The marketwide
pool equalizes the returns of producers (with the exception of new producers
who, for a short period, can be paid less than the uniform price). The
- order affects, also, the seasonality of returns by providing for higher

prices during the fall and winter months, These seasonal incentives can

- play an important part in adjusting supply and demand on a seasonal basis
and are discussed more fully in following paragraphs in considering the
relation of the order to milk supplies., Another way in which the order
affects producer returns, is by providing for more gradual price changes
than might otherwise take place. The establishment of milk prices on a
formula basis tends to make producer prices sensitive to even slight changes
in the economic conditions which affect the market value of milk, Periodic
hearings at which evidence is received on all economic factors affecting
the market for milk and the impartial review of such evidence help to assure
that changes in prieing formulas will be made in line with changes in actual
conditions so that they will continue to keep milk prices in an approximate
alinement with such conditions. Under conditions of severe economic stress,
such as might be brought on by a general economic crisis, the marketing and
price mechanisms of the order might be expected to serve as a brake on
short-term deterioration of producer prices, The order could not prevent

a decline of producer prices, but it could avoid the extremely low prices
which accompanied the chaotic marketing conditions that developed in this
and other milk markets during the worst period of the economic depression
of the thirties. 33/

The Order and the Supply of Milk

As described in preceding parts, several factors combined to make
it difficult to maintain milk supplies in a close relation to demand during
the greater part of the period in which the order has operated., These in-
cluded: (1) The adoption by the cities of Duluth and Superior of stricter
standards for producers supplying fluid milk, (2) the requirement by these
cities that all milk sold to consumers must be pasteurized, (3) the attract-
iveness of wage scales in war industries to farm operators and farm workers,
(4) the increase in cost of milk production, and (5) the growth in demand
for fluid milk and cream on the part of consumers during the war and part
of the postwar period.

The decline in the number of producer-handlers and in handlers' own

33/ Instances occurred, for example, in the Duluth-Superior market,
where the price of milk was so low for some months that it failed to cover
hauling and other charges for certain producers.
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farm production placed a greater share of responsibility upon producers

for supplying the needs of the market. (In 1941, producers supplied 83
percent and in 1950, they supplied 97.8 percent of total merket receipts.)
This, combined with the increase in the demand for fluid milk and cream,
resulted in a shortage of "regular" supplies during the fall and winter
seasons of relatively low production, To make up the deficit, some bandlers
had to purchase additional supplies from sources outgside the normal supply
area. (See p. 47.) During part of the war period, handler quotas on sales
of milk, cream, and fluid milk products were established under War Food
Order 79. These quotas were established in fluid milk markets throughout
the country for the purpose of conserving milk and making it available for
essential manufacturing uses.

Because of the unusual conditions, it is difficult to appraise the
effectiveness of the order in equating supply and demand. On the whole,
the pricing provisions of the order have provided the incentive for a steady
increase in production on the part of those producers who remained on the
market. This was sufficient to compensate not only for the decline in pro-
ducer numbers but also for the decrease in producer-handler and handlers!
own-farm production. It was a common occurrence among fluid milk markets
in all parts of the country that supplies from producers were not sufficient
to completely satisfy the wartime demand for fluid milk and cream,

The order does not appear to have been an effective instrument for
encouraging a more even production of milk throughout the year. The analysis
of seasonality of production indicates that the production of milk has be-
come somewhat more seasonal during the period of the order's operation,

(See p. 46.) Some of the special conditions involved were also indicated

in connection with the analysis, but this shortcoming of the order could
have serious consequences in the market, where the extreme variation between
spring and fall production constitutes a potential source of marketing in-
stability, especially during a period of general economic depression.

The attainment of more even production does not of course depend
entirely upon the order. Educational work on the part of cooperatives and
other agencies can play an important part in assisting producers to over-
come the natural obstacles to getting a greater part of milk production
during the fall and winter months, The evidence at hand, however, indicates
that the pricing formulas under the order have not provided a sufficient

incentive to producers to achieve a greater uniformity of production through-
out the year, '

The adoption of the so-called Louisville Flan on January 1, 1951, re-
presents the most serious effort to deal with this problem under the order,
This plan should provide a greater financial incentive for dairy farmers to
produce milk more evenly during the year, (See p. 36.) However, as farmers'
practices change rather slowly, the success of the new plan in the Duluth-
Superior market may depend on how long it is retained in the order and the
degree of support it receives in terms of co-ordinated educational effort
by cooperatives and others. The importance of time and education is borne
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- out by testimony at the public hearing in November 1950. In reply to a
~question as to whether he felt the Louisville Plan would result in a more
~uniform supply of milk, Raymond Russell, representing the Russell Creamery

Company, said: ' ' , ' ,

I think with education of the farmers, that it will.
I think we as handlers and the cooperatives need to do
an awful lot of educational work with the farmers to do
it . + . . The farmers would get . . . $1.50 a hundred
more, Well, I think if the farmers were educated to
that, that we would really hgve more of a tendency on
their part to do it. . . . /We must dg/ a job of telling
‘the farmer what the difference is, 245

D, H. Keliogg of the Twin Ports Association stressed the time element,
stating: ' ,

It is my opinion that it will take quite a number
of years, several years, before we will begin to see any
marked results from this Louisville Plan, I think as
time goes on, producers in this area will try to get
their heifers bred in the early winter months so that
they will freshen in the fall, and gradually, as time
goes on, that they in that way will build up a fall
freshening herd, . . .

Impact of Order on Handlers

The order has in various ways influenced the competitive relationship
among handlers in the Duluth-Superior market, Perhaps the most important
effect of the order upon handlers has been brought about through equalization
of payments on a marketwide basis. This has changed the relative costs of
procuring supplies of milk among different handlers in the market in compar-
ison with their procurement costs prior to the order. As between cooperative
assoclations, operating as handlers, and proprietery handlers, the order has
Somewhat strengthened the position of the former. Another effect of the
order, especlally during the first few years of its operation, has been the
encouragement which it gave to producer-distributors to cease operation as
distributors and to market their milk through other handlers, including the
cooperative associations, "

: Prior to the adoption of the order, handlers purchased milk on a flat
price basis and those with the least proportion of surplus milk above their
fluid sales gained a competitive advantage over other handlers., This placed
the cooperative associations at a disadvantage in competition with proprietary
handlers, during the years immediately prior to the order, when there were

34/ Record of Duluth-Superior Hearing, Nov. 29, 1950, p. 90 ff.
35/ Record of Duluth-Superior Hearing, Nov. 29, 1950, p. 143.
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abnormally large surpluses of milk on the market. Their primary responsi-
bility was to their member producers and, in order to market all their milk,
they had to manufacture a good part of it into surplus products so that the
cost of their handler operations became abnormally high and they were able
‘to return less money to their members. (See p. 12ff.)

] The classified pricing provisions accompaenied by the marketwide pool-
ing plan under the order changed this situation. It put all handlers on
‘the same cost basis in procuring supplies of milk for fluid distribution.
This involved & fundamental change in competitive relations among handlers
and was undoubtedly a factor in the adjustments which took place during

the years immediately following the adoption of the order. The number of
proprietary handlers declined from 22 to 12 between June 1941 and June 1943,
Several of the handlers who discontinued business had found that their costs
of procuring supplies were higher because they could no longer benefit by
not carrying a proportionate share of the surplus milk in the market., Part
of the decline in numbers occurred when 4 handlers merged their operations
to form a single company whose stock was owned by one of the large proprie-
tary handlers in the market. (See p, 49ff.)

These readjustments were undoubtedly hastened by the order, but they
were also part of a long-run trend toward concentration of the milk distri-
bution business not only in the Duluth-Superior market but in other city
markets throughout the country. There is every reason to belleve that,
even without the order, when the amount of surplus milk on the market was
reduced and the bargaining position of cooperatives was strengthened to
the point where all handlers had to pay the same price for milk for fluid
and surplus uses, some handlers would have been forced to drop out of the
market or to merge their operations. In view of the war situation, it is
unlikely that the order precipitated these adjustments by more than a few
years,

Although the classified price plan and marketwide equalization were
essential to remedy a basically unstable competitive situation in the
Duluth-Superior market, these devices also had the effect of reducing one
incentive to efficiency in the procurement of milk supplies, When a handler
purchased his supplies on a flat price basis, he had a strong incentive to
keep his proportion of surplus, above his fluid milk sales, to a minimum,
This was especially the case of small handlers who produced a good proportion
of their own milk supplies and bought additional supplies from a few other
producers who were more efficient than the average producer from the stand-
point of producing a relatively even supply throughout the year. This type
of small handler was apt to rely on thie kind of efficiency to maintain his
operations in competition with larger handlers, whatever disadvantage may
result in this respect from marketwide equalization, however, appears to

36/ This incentive is not lost entirely under marketwide pooling,
especially in the case of those handlers who do not have facilities for pro-
cessing surplus milk, but such handlers must pay the Class I price (instead
of a presumably lower flat price) for all milk used in fluid distribution,
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have been more than compensated by its correction of the broader problem of
properly apportioning the necessary cost of carrying the market's surplus
milk, The major problem of surplus handling was caused by the fact that
many handlers did not take the responsibility for accepting the full annual
supply of any particular group of producers., These handlers purchased only
enough milk for their fluid requirements and left the cooperatives with the
problem of processing the surplus. LT '

The cooperative associations were the chief gainers from equalization,
The order removed a clearly unfair situation where these users were forced
to manufacture a disproportionate share of surplus over their fluid milk
~ sales, In doing this, however, the order removed some of the incentive to
competition for fluid milk sales. As long as all handlers had to pey a
Class I price for milk s0ld for fluid use, it was not as inmportant for each
distributor to compete as intensely as before for a share of such sales.

In this connection, the relationship of the fluid (Class I) price to
the surplus (now Class IIS price is an important factor in the competitive
situation in the market., A relatively high Class I price in relation to
the Class II price operates to the disadvantage of those handlers whose
operations are almost entirely in the distribution of fluid milk and cream.
Conversely, it puts ‘the handlers who manufacture most of the milk products
in the market in a stronger position. In the preceding part, the prices
of milk used for fluid milk and for manufacturing, from 1942 through 1950,
are compared. During this period there appears to have been no tendency
to widen the differential between the fluid milk and manufacturing milk
prices in percentage terms, although the absolute dollars-and-cents differ-
ence between the two prices has substantially increased. (See p. 40.)

The virtual disappearance of producer-handlers as an important com~
petitive factor in the Duluth-Superior market has been rather a spectacular
development during the period of the order. During the first few years of
the order's operation from 1941 to 1945, when the number of producer handlers
declined from 109 to 32, the order undoubtedly played a part, It did this
by creating a stable and continuous market for producers which encouraged
many producer-handlers to discontinue the distribution of milk and to market
their milk through the cooperative associations. Inasmuch asg these producer-
handlers were not regulated by the order, they were not in any sense "driven
out of business" through the order's operation, During this period, the
opening of opportunities for employment in war industries was also an incen-
tive, especially to some of the smaller producer-handlers, to discontinue
their operations as distributors. The decline in the number of producer-
handlers after 1945 (from 32 to 5) must be attributed primarily to the
changed health requirements in the market, partioularly the requirement
that all milk distributed must be pasteurized,

The Order in Wartime

During World War II, it was found necessary to supplement the order
in the Duluth-Superior area with a number of special orders and subsidy
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programs designed to further the war effort. These were part of a national
program for the conservation of manpower and critical materials in the
distribution of fluid milk and related products, the conservation of milk
and butterfat, and the provision of extra financial incentives for the
production of milk. The operation and enforcement of these wartime pro-
grams were facilitated, in the Duluth-Superior market, by the fact that

the order had already achieved relatively stable conditions of milk market-
ing, The availability of reports from handlers as required by the order
‘and the experience of handlers in the record keeping necessary for making
these reports were factors promoting compliance with the provisions of
these various programs. The Market Administrator was able to perform valu-
able services in interpreting the provisions and in supplying informetion
to handlers relating to the programs.

The Market Administrator was appointed to administer War Food Order
79 (establishing sales quotas on fluid milk, cream and byproducts) as it
applied to the Duluth-Superior market. The expense of administering War
Food Order 79 was undoubtedly reduced because of the fact that the office
and facilities for administering the order already existed in this market,
It is probable also that the efficiency of its administration was enhanced
by the experience which the Market Administrator had already developed

with handlers in the market.



APPENDIX A

BACKGROUND OF FEDERAL MILK REGULATION

Legislative History

Federal regulation of milk marketing began in 1933 with the passage
of the Agricultural Adjustment Act., This was emergency leglslation passed
by Congress to deal with the agricultural phase of the great economic de-
pression, The primary objective of the act, of which the provision for
regulation of milk marketing was but a part, was the relief of "the existing
national economic emergency by increasing agricultural purchasing power,*

The Agricultural Adjustment Act provided that the Secretary of
Agriculture, in his efforts to carry out this objective, would have power
. Wto enter into marketing agreements with processors, associations of pro-
ducers, and others engaged in the handling, in the current of interstate
or foreign commerce, of any agricultural commodity or product thereof ... ."
In addition, the act permitted the Secretary to issue licenses to eliminate
 unfair marketing practices or charges. The act, as pessed by Congress in
1933, did not specify any of the terms or conditions that might be included
in a marketing agreement or in a license. The provisiocns actually incor-
porated in the early marketing agreements and licenses were based largely
on the marketing practices which had already been established through
collective bargaining, between dairy farmer cooperatives and milk distri-
butors, in some of the larger city markets.

The act gave discretionary power to the Secretary of Agriculture as
to whether to enter into marketing agreements or to issue licenses or to do
both in regulating the marketing of milk in any ares. In the beginning,
emphasis was placed by the Secretary on marketing agreements with farmer
cooperatives and milk distributors. Until January 1934, these early agree-
ments provided for price fixing, at consumer and producer levels, and bore
considerable similarity to the NRA codes which were at that time being
set up in various industries, In January 1934, the Department of Agricul-
ture announced a broad change in dairy policy. This change involved the
abandonment of resale price fixing and of the marketing agreement phase of
its regulatory programs.

On August 24, 1935, the Agricultural Adjustment Act was amended
"with a view to insure its constitutionality and to strengthen, clarify,
and simplify the legislative bases of the adjustment program." 37/ This
amendment was due in part to the Supreme Court decision, rendered the
previous May, in the NRA-Schechter Poultry Case. The decision had thrown
considerable doubt on the constitutionality of many phases of the Agricul-
tural Adjustment Act. The 1935 amendment sought to strengthen the market-
ing regulation part of the act. It prescribed the use of marketing

77/ Report of the Agricultural Adjustment Administrator: 1937-38,
p. 13. ,
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agreemerts and orders, in place of licenses, and provided a definite pro-
~ cedure by which the Secretary could enter into agreements and issue orders,
It provided that orders could, under certain conditlons, be issued by the
Secretary without an agreement. It also prescribed the terms which could

~ be incorporated in orders, and it specifically limited their application.

: - Ih order to clarify further the legal status of regulatory programs
for milk and other farm products, Congress passed the Agricultural Market—
ing Agreement Act of 1937, This act reenacted, amended, and supplemented
- the marketing agreement provisions of the Agricultural Adjustment Act, as
- amended in 1935, Its major provisions, particularly as related to the
terms which could be incorporated in agreements and orders, were much the
~ same as those provided in the 1935 amendment.,

Objectives of Regulation

When Federal milk marketing regulation was started in 1933, it was
‘thought that it might be used to raise prices as an alternative approach
to the adjustment features of the Agricultural Adjustment Act, Gradually,
a different concept was developed of the role which could be played by
such regulation., The emphasis began to shift to stability in milk market-
ing. Milo Perkins, the Associate Administrator of the Agricultural Adjust-
~ment Administration, in a 1939 report to the Secretary, emphasized some of
- the limitations of regulation from the standpoint of increasing returns to
dairy farmers, He wrote:

"Over a longer period of time, because of freedom

in most markets of entry into the milk-producing business,
- and because of the lack of differentiation of the product

of individual producers, probably no income advantage can
be secured to milk producers other than that attributable

to the development of stabilized conditions in the market,

1o decreases in the risks involved in milk production, or

to other similar factors.,"

~ The Agricultural Marketing Agreement Act of 1937 calls for the
achievement of parity prices and stable marketing conditions., The act re-
1ated these two objectives in its declaration of policy:

, "It is hereby declared to be the policy of Congress -
(1) Through the exercise of the powers conferred upon the
Secretary of Agriculture under this title, to establish
and maintain such orderly marketing conditions for agrioul-
tural commodities in interstate commerce as will establish
prices to farmers at a level that will give agricultural
‘commodities a purchasing power with respect to articles
that farmers buy, equivalent to the purchasing power of
agricultural commodities in the base period ...."
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The act requires that minimum prices to be paid farmers for milk
must be established at levels which will reasonably reflect economic
conditions affecting the supply and demand for milk (such as the price
and availability of feeds), and will assure an adequate supply of milk
for the market., "

The changes in general administrative policy with reapect to the
fssuance and operation of milk marketing orders, under changing economic
conditions, were described recently by H. L. Forest, Deputy Director of
the Dairy Branch. In a talk before a convention of the Association of
Agricultural Workers at Biloxi, Miss., on February 11, 1950, he stated:

"From 1934 to 1937 the underlying philosophy in
the issuance of these marketing agreements and orders
was to get the price of milk up .... Regulatory pro-
visions were instituted for the purpose of raising
prices to farmers during periods of surplus even though
it was evident that increased prices might at the same
time further intensify the surplus problem. Considera-
tion could not be given to this matter, however, be-
cause of the insistent need for helping to reestablish
the farmers! standard of living., We were dealing with
an emergency and using emergency means for doing it.

At that point the principles employed were not devoted
to aligning the forces of supply and demand.

"By 1940 it had become evident that a program of
increasing milk prices in any market already oversup-
plied with milk could not continue indefinitely.

Measures more consistent with long-run conditions were
becoming increasingly necessary. Emergency measures
were no longer adequate if this regulatory program was
to continue. Attempts were being made to apply more
realistically the standards of price fixing set forth
in the act. In essence, these standards said that
prices should be fixed at levels which would result
in a reasonable adjustment of supply and sales in the
market, Our attention became centered on the problem
of fixing prices which would tend toward equating
supply and demand in markets under regulation.”

Provisions of Federal Orders

- A certain amount of discretion is permitted the Secretary of Agri-
culture under the Agricultural Marketing Agreement Act as to the specific
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~ terms to be included in milk marketing orders. 38/ The structures of the

orders currently regulating the marketing of fluid milk in almost 40 city

~markets in the United States are basically quite similar. The important
terms common to most of the orders are described below: : B

- Definitions.--Three important terms defined in the orders are "mar-
keting area," "handler," and "producer,” The definitions of the marketing
area and of the term "handler," determine the applicability of the regula-
tions established in the order, It is also necessary to include a clear
understanding as to which dairy farmers in the vicinity of the market are

' ~ to receive payments and services as prescribed in the order., This is

achieved in the definition of the term "producer."

- Classification of milk.--A11l of the milk sold by handlers subject
to the order is classified according to the purpose for which it is used,
The two or more use classes established in the orders are designed to
segregate the milk according to its value to the handler, They provide
the basis for the classified price plan common to all the orders,

Minimum clags prices.~-The orders provide for minimum prices (or
- methods of computing minimum prices) to be pald by handlers for milk of
standard butterfat test disposed of in each use classification, This
price is usually f.o.b, the market but it may be established f.o.b, a
specified distance from the market, Price differentials are provided
for milk containing more or less butterfat than the standard., Location
- differentials are usually provided where part of the milk supply is re-
ceived at country stations. . o
- Pavments to producerg.-~Federal orders provide two methods whereby
the value of milk may be prorated among individual producers. These are
the marketwide pool and the individual-handler pool. Under a marketwide
pool, all producers are paid a uniform price on the basis of the utiliza-
tion of milk by all handlers in the market. Under the individual-handler
pool, all producers delivering milk to the same handler are paid a uniform
price based on this handler's utilization. Under both methods of pooling,
the uniform price applies to milk of a specified butterfat content. It is
subject to adjustments for variation in butterfat test and may be subject
to location differentials., ' : :

: - Marketing gervices for producers.--Orders may provide for deductions
to be made by the Market Administrator from payments to producers to permit
‘him to supply them with market information and to verify weights, samples,

38/ Under the act, the Secretary may enter into an agreement with
‘handlers, providing they handle at least 50 percent of the milk in the
marketing area, Even when such an agreement is signed, it has been neces-
sary, in the case of fluid milk markets, for the Secretary to issue an
* order to enforce its terms on those handlers who have not signed the agree-

ment. Essentially, the Secretary's power to-regulate fluid milk marketing
is embodied in his authority to issue orders, : :
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and tests of milk. Where such services are performed for its members by a
producers! cooperative association, these deductions are not made by the
Market Administrator.

e of jstration,--Each of the orders is administered by a
person, called a Market Administrator, who is selected by the Secretary of
Agriculture. The expenses of administration are borne by handlers in the
market through a charge made by the Market Administrator based on the
amount of milk handled.

Reports of handlers.——The orders provide for regular reports to be
submitted by handlers to the Market Administrator. These reports, together
with the authority of the Market Administrator to examine the books and
records of handlers, provide the besis for administration of the orders.

On the basis of these reports and the examination of the books and records,
violations are reported and, when necessary, court action is instituted to
bring handlers into compliance.

Formulation and Issuance of Orders

The Agricultural Marketing Agreement Act of 1937 requires that a
public hearing must be called by the Secretary, after due notice, prior to
the issuance of a marketing order. It requires also that an order shall
not be issued unless it has been determined by the Secretary that the
issuance of the order is favored by at least two-thirds of the producers
(by number or by volume of milk marketed) supplying the market which is to
be regulated by the order. These requirements of the act have been supple-
mented by specific rules of procedure. The steps now required for the
development and issuance of a milk marketing order are summarized in the
following paragraphs:

t hearing.~-Action on an order is usually
initiated by a cooperative association of milk producers. The cooperative
association submits a petition to the Secretary of Agriculture requesting
a hearing on a proposed order. A draft of the proposal usually accompanies
the petition, The Secretary, upon receipt of the petition and the producers'
proposed order, may direct that an investigation be made of conditions in
the market and of the facts set forth in the petition to determine whether
a hearing should be called, If it is decided to proceed, a notice is issued
setting forth the time and place of the public hearing on the proposed order.

The public hearing.-~The public hearing is presided over by a hearing
officer appointed by the Secretary. At this hearing all interested parties,
including producers, milk handlers, and consumers, are given an opportunity
to present testimony relating to: (1) The interstate aspects of the commerce
in milk in the marketing area, (2) the need or desirability for an order,
and (3) the specific terms which should be incorporated in any order which
might be issued. Following the taking of oral testimony, a time is allowed
for the filing of briefs based on the record.

967430 O~ 51—



~78 -

~ The__ : d ion.,--Based on the testimony pressnted at the

hearing, a recommended decision is made by the Assistant Administrator of

the Production and Marketing Administration. This recommended decision

~ comprises a tentative order and indicates the basis in the hearing record
- for its issuance. A stated period of time, up to 20 days, is allowed for
- interested parties to examine the recommended decision and to file excep~

- tions to any part of it, ' : '

[ --The exceptions filed to the recommended decision
are considered and changes in the tentative order are made if they are deem-

~ ed necessary or desirable. The final decision is then issued by the Secre-

- tary of Agriculture. The order in its final form beccmes effective, at a
date specified by the Secretary, if he finds that such order is approved
by at least two-thirds of the producers (by number or by volume of milk
marketed in the area). If the order provides for an individual-handler
pool, it must be approved by three-fourths instead of two-thirds of the
- producers, FProducer approval is usually determined through a referendum.
~ In such a referendum, a co-operative association which meets certain re-
quirements of the act is permitted to vote for its members,

~ Amendment, Suspension, and Termination of Orders

- Orders usually are amended in the same manner as the original orders
‘are developed and issued. Where evidence in the hearing record indicates
~ that the time involved in issuing a recommended decision would cause too

~ great a delay in adjusting the order to meet the needs of the market, this
preliminary step may be omitted. To cope with emergency situations, the
Secretary is authorized under the act to suspend an order or any provision
~of an order. An order may be terminated by the Secretary if he finds it
is no longer carrying out the purposes of the act, The act requires that
an order must be terminated at the request of a wa jority of producers in
‘the market, provided that such majority is found to produce more than 50
percent of the milk for the market. '
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SUMMARY OF THE CURRENT ORDER

Presented below, in outline form, is a summary of the main provisions
of Order 54, in its present form, (as of May 1951), Technical acouracy has
necessarily been sacrified in the interest of brevity and simplicity. Should
the reader wish to make a careful study of the order, the complete text
should be consulted. S o

Definitions
Marketing Area:
Minnesota - Cities of Duluth and Cloqust.
Wisconsin - City of Superior.

Handler:

Person who disposes of milk for consumption as fluid milk in the
marketing area.

Producer:

Person who, under certification of health authorities, produces
milk that is received at a handler's plant from which milk is
disposed of as milk in the marketing area.

Classification of Milk

Use classes:

Class I ~- Fluid milk, skim milk, buttermilk, flavored milk, and
flavored milk drinks, cream and cream mixtures for
fluid consumption, and unaccounted-for milk,

Class II - All milk other than Class I and shrinkage up to 2 per-
cent of total receipts.

Interbandler transfers:

Milk, skim milk, or cream disposed of by a handler to another
handler is Class I, except that it may be classified otherwise if
verification by Market Administrator shows that it was not utilized
as Class I, provided that the receiving handler is not a producer-
handler,
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- Milk, skim milk, or cream received by a handler from a producer-
handler is considered Class II. If used as Class I, receiving
handler must pay the pool the difference between the Class I
and Class II prices,

Qutside purchages:

"Emergency milk" (milk from outside sources received under a
permit from health authorities) is deducted on a pro rata basis
from each class,

Other outside milk is deducted from the class in which it is
used, but receiving handler must pay the difference between the
Class I and Class II prices if used in Class I, This payment
need not be made on outside milk or cream used in Class I to
the extent that producer milk was not available for such use.

tsid H

Milk or skim milk disposed of by a handler to a nonhandler is
classified as Class I milk, if the nonhandler disposes of milk
for consumption as fluid milk. Otherwlse such milk is classified
as Class II milk,

Cream disposed of by a handler to a nonhandler is classified as
Class I, if the nonhandler disposes of any cream for consumption
as cream. Otherwise it 1s classified as Class II,

Method of accounting for milk:

Weights of skim milk and butterfat are accounted for separately.
Upon completion of classification the butterfat test of each
class is determined.

Minimum Prices
Clags Pricegs:

Class prices are established for milk testing 3.5 percent butter-
fat f.o.b, the market, The minimum prices required to be paid
for milk by handlers are:

Class I - Class II price plus $1 for the months of May through

August; Class III price plus $1.15 for all other
months.

Class II - Price per pound of 92-score butter at Chicago from the
25th of the second preceding month through the 24th of
the preceding month, times 3,5, times 1,25, plus 7/10
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cent for each 1/10 cent that the price per pound of
nonfat dry milk solids (average f.o.b. gross factory
price reported by the American Dry Milk Institute)
is above 7 cents.

Butterfat differential:

For each 1/10 of 1 percent variation from 3.5 percent butterfat
a differential in the prices paid by handlers is made., This
differential is the price per pound of Chicago 92-score butter,
times 1.25, divided by 10.

tsid 83

Milk sold outside the marketing area is priced the same as milk
sold in the marketing area.

Producer Payments
Lype of pool:

Producers! returns are computed each month on a marketwide pool
plan. Under this plan all producers receive the same return for
3.5 percent milk, regardless of the utilization of milk by
individual handlers. A "new producer" clause is provided, whereby
new producers receive the Class II price for thelr milk for a
period beginning with the date of his first delivery and including
two full calendar months following such first delivery.

On milk received from producers during May, June, and July, 8 per-
cent of the pool value is deducted. The fund established by these
deductions is held by the Market Administrator until payments are
made for milk delivered during the following October, November,
and December. The fund is then divided into three equal parts
and included in the uniform price computation for each of these
months,

Butterfat differential:
For each 1/10 of 1 percent variation from 3.5 percent butterfat
in the test of a producer's milk, a differential is made in the

uniform price which he receives. This differential is the price
per pound of Chicago 92-score butter, times 1l.25, divided by 10.

Other Provisions
ducer- rs:

Handlers who distribute only milk of their own production are
exempt from regulatory provisions. Reports may be required by
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the Market Administrator.

Expense of adminigtration:

Handlers pay administrative costs not to exceed 4 cents per hundred-
“weight., -

Deductions, as authorized by members,rare turned over to the cdoper-
ative associations, _ '

A marketing service charge not to exceed 3 cents per hundredweight
is deducted for nonmembers.,

Market advisory committee:

Representatives of producers, handlers, and consumers may certify
to the Secretary of Agriculture the selection of three individuals
by each group for membership on a market advisory committee, This

comnittee may make recommendations to the Secretary regarding amend-
ments to the order. 39/

39/ Such a committee has not been established (as of May 1951).



APPENDIX C

CHRONOLOGICAL HISTORY OF FEDERAL REGULATION IN DULUTH-SUPERIOR MARKET

2941
Feb,

Feb,
Apr.
Apr.

Apr.

3

20
16

20

30

May 5

May 7

Nov.

Nov..

Jan,

Jan.,
Feb,

Oct,

Oct,

19

28

27

May 22

Notice of hearing on proposed marketing agreement and order
- issued by Secretary Wickard,

Hearing held in Duluth,

Marketing agreement tentatively approved by Acting Secretary
Appleby. Order issued directing a referendum among producers
to ascertain their approval of order.

August 1919 - July 1929, proclaimed by Secretary Wickard as
base period for computation of parity prices.

Order 54 (and marketing agreement) issued by Secretary Wickard.
Effective date of Order 54 (and agreement).

Designation by Secretary Wickard of E, H., McGuire as Market
Administrator.

Notice of hearing on proposed amendment to Order 54 issued
by Robert H. Shields, Assistant to the Secretary.

Hearing held in Duluth.

Marketing agreement tentatively approved by Secretary Wickard.
Order issued directing a referendum among producers to ascer-
tain their approval of amended order.

Amendment to Order 54 issued by Acting Secretary Appleby.
Effective date of amendment to Order 54 (and agreement),

Designation by Thomas J. Flavin, Assistant to the Secretary,
of J. G. Herlest as Acting Market Administrator.

Designation by Thomas J. Flavin, Assistant to the Secretary,
of O, F. Kirkendall as Market Administrator.

Notice of hearing on “emergency price" amendment to all orders
then in cffect issued by J. W. Tapp, Acting War Food Administra-
tor.



May 25
May 28

~June 4

June 4
 June 12

June 21

June 29

July 16

July 20

Jan, 25

Feb, 12

June 12

Sept. 6

Oct, 18

Nov, 1

_84_

Notice of hearing on proposed amendment to Order 54 issued
by J. W. Tapp, Acting War Food Administrator.

Hearing held in Washington, D, C,, on "emergency price"
amendment to all orders,

Hearing held in Duluth (in accordance with May 25 notice).

Report issued by C, W. Kitchen, Acting Director of Food
Distribution, on proposed "emergency price" amendment.

"Emergency price" amendment issued by Chester C. Davis,
War Food Administrator.

Effective date of "emergency price" amendment to Order 54.

Marketing agreement (based on June 4 hearing) tentatively
approved by Jesse W. Tapp, Acting War Food Administrator.
Order issued directing that a referendum be held among
producers to ascertain their approval of amending the order,

Amendment, issued to Order 54 by Marvin Jones, Acting War
Food Administrator,

Effective date of amendment to Order 54 (and of marketing
agreement,),

Notice of hearing on proposed amendment to Order 54 issued
by S. P, Peyton, Acting Assistant Administrator, Production
and Marketing Administration.

Hearing held in Duluth,

Order issued by N, E, Dodd, Acting Secretary of Agriculture,
suspending certain provisions,

Marketing agreement (based on February 12 hearing) tentatively
approved by Charles F. Brannan, Acting Secretary of Agriculture.
Order issued directing that a referendum be held among produc-—
ers to ascertain their approval of an amendment to Order 54

Amendment issued to Order 54 by N, E. Dodd, Acting Secretary.

Effective date of amendment to Order 54 (and of marketing
agreement),
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July 18

July

Jan.

Fel,

Feb,

Mar,

Nov,

Dec,

Dec,

Jan,

30

26

18

22

22

- 30

29
28

29

- 85 -

Notice of hearing on a "claims limitation" amendment tc all
orders issued by £, A, Meyer, Assistant Administrator, Pro-
duction and Marketing Administration,

Hearing held at Washington, D, C., on "elaims limitation"
amendment.

Recommended decision issued by F. K. Burke, Acting Assistant
Administrator, Production and Marketing Administration, on
"claims limitation" emendment.

Final decision on "claims limitation" amendment issued by
Secretary Erannan.

"Claims limitation" amendment to Order 54 and to other orders
issued by A, J. Loveland, Acting Secretary.

Effective date of "claims limitation" amendment.

Notice of hearing on proposed amendment to Order 54 issued
by S. R, Newell, Acting Assistant Administrator, Production
and Marketing Administration,

Hearing held in Duluth,

Final decision on amendment to Order 54 issued by Secretary
Brannan, '

Amendment to Order 54 issued by Secretary Erannan,

Effective date of amendment to Order 54.

Notice of hearing on proposed amendment to Order 54 issued
by Roy W. Lennartson, Acting Assistant Administrator, Pro-
duction and Marketing Administration.

Hearing held in Duluth,

Final decision on amendment to Order 54 issued by Secretary
Brannan,

Amendment to Order 54 issued by Secretary Brannan,

Effective date of amendment to Order 54.



APPENDIX D

STATISTICAL DATA RELATING TO THE DULUTH SUPERIOR

MARKET

TablerlO.--Receipts of milk from producers, Duluth-Superior marketing
area, May 1941-December 1950 1/

'7 Year and

_ See fobtnotes,at end of t&blew"

¢+ Producers ~ : Own farms of Producer- All
month s 2/ H
. , 1,000 pounds 1,000 pounds laQQQ.EQBEQé 1,000 pounds

- May 5-31 7,372 240 1,093 8,705
June 8,141 245 1,141 9,527
July 7,512 249 1,068 8,829
August 6,435 268 987 7,690

~September 5,282 221 1,025 6,528
~ October 4,978 200 940 6,118

- November 44316 202 925 5,443

December 4,659 208 918 5,785
Total 48,695 14§33 8,097 58,625
1942 : ,

- January 4,837 223 897 5,957
February 44725 208 842 5,775
March 6,200 249 864 7,313
April 6,639 243 903 7,785
May 7,989 - 284 960 9,233
June 8,59 260 958 9,812

- July 7,941 221 - 907 9,069

~ August 7,121 186 89 8,136

- September 5,971 177 734 6 882
October 5,355 169 683 6 4,207

November 4,527 154 650 5,331‘
December 4,840 164 667 5,671
Total 145739 2,538 9,894 87,171
January 5,183 171 689 6,043

~ February 5,133 163 677 5,973

- March 6,372 192 732 7 296

~ April 6,862 208 757 7,827
May 7,825 211 779 8,815
June 8,992 217 803 10 012
July 8,356 201 787 9,344
August 7,221 179 753 8,153
September 16,403 176 730 7,309

_October 55,390 155 675 6,220
November 44430 U2 609 5,181

- December 43925 148 626 5.699
Total 77,092 2,163 8,617 87,872



87 -

Table 10,--Receipts of milk from producers, Duluth-Superior marketlng
area, May 1941-December 1950 ;/ - Continued

All

See footnotes at end of table.

LeaR)Ls

Year and : Producers ; Own farms of :  Producer-
_month 74 handl, hand 3/ ~odue
1,000 pounds l;QQ__nggaé_ 1,000 pounds 1,000 pounds
January 5,283 158 617 6,058
February 5,441 152 606 6,199
March 6,732 192 - 658 7,582
April 7,316 222 645 8,183
May 8,123 243 696 9,062
June 9,355 241 683 - 10,279
July - 8,871 R47 663 9,781
August 7,536 - k22 597 8,355
September 6,658 204 502 7,364
October 5,788 187 479 6,454
November Ly Thd, 13 433 5,311
December 5,060 16 48] 5,687
Total 80,907 2,348 7,060 90,315
1945 - ,
January 5,358 143 506 6,007
February 5,177 126 448 5,751
March 6,637 140 516 7,293
April 7,296 153 540 7,989
May 8,352 176 551 9,079
June 9,661 206 577 10,444
July 9,325 220 532 10,077
August 7,728 192 482 8,402
September 6,802 - 178 442 7 422
October 5,891 161 410 6,462 ,
~ November 45909 140 381 5,430
December 5,301 152 404 5,857
- Total 82,437 1,987" 5,789 ~ 90,213
January 5,607 - 154 357 . 6,118
February 5,335 143 352 5,830
March - 6,722 164, 416 7,302
April 75445 - 170 433 8,048
May 8,890 - 189 445 95524
“June 9,842 204 448 10,494
July - 9,111 199 - 401 - 9,711
August 7,221 173 364 7,758
September 5,757 VA 312 6,216
October 5,060 160 242 5,462
- November 4,885 - 158 224 - 5,267
December — _ 53561 184 220 55965
Total 81,436 24045 87,695
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Table 10. -Receipts of mllk from producers, Duluth-Superior marketing
area, May 1941-December 1950 1/ - Continued

Year and Producers : Own farms of : Producer- : All
month s 2/ : harn 2/ ; handlers od
o 1,000 pounds 1,000 pounds 1,000 pounds 1,000 pounds
1947 '
~ January 6,179 72 223 6,474

~ February 6,043 64 214 6,321

March 8,054 7 225 8,356

~ April 8,453 84 265 8,802
May 9,089 87 283 9,459
June 9,880 90 305 10,275
July 9,000 88 291 9,379
August 6,787 73 252 7,112

- September 5,801 60 193 6,054
October 44995 60 150 5,205
November 44396 57 147 Z,,600
December 55011 63 160 5:234

Total 83,688 875 2,708 87,271

1948
January 5,340 68 140 5,548
February 5,207 62 135 5,404
March 6,833 66 136 7,035
April 75537 75 155 7,767
May 8,65/ g5 161 8,900
June - 9 082 86 175 9,343
July 8,272 71 160 8,503
August 6, 3974 58 153 7,185
September 6 112 51 135 6,298
October 5,577 57 125 5,759
November 5,300 61 136 5,497
December 5,752 69 _ 136 5,957

7 Total 80,640 809 1,747 83,196

1%42 :

- January 5,993 70 6,20
February 5,894 64 %ﬁg 6:092
March 7,884 75 150 8,109

~ April 8,793 78 169 9,040

May 10,600 89 171 10,860
June 10,962 8 163 11,207
July 10,303 73 149 10,525
“August 9,526 68 151 9’745
September 8,366 59 145 8’570

 October 7,281 52 125 7,458
HNovember - 6,473 52 ' 125 6,650
December 6,960 59 7__;@9, 71;4&

Total 22,035 1 1,759 101,615

See footnotes at end of table.
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Table 10.--Receipts of milk from producers, Duluth-Superior marketing
area, May 1941-December 1950 1/ - Continued

Own farms of : Producer- : A1l
: ors c

January 7,195 63 130 , 7,388

February , 7,130 57 128 7,315
March 9,525 69 153 9,747
April 10,280 70 . 159 10,509
May 10,843 72 155 11,070
June 12,607 g3 170 12,860
Juy 11,918 71 139 12, 128
August 9 911 61 138 10,110
September 7,983 56 118 8,157
October 6,928 59 100 7,087
November 6,233 52 101 - 6,386
December 5.805_ 52 117 6,974
Total 107,358 765 1,608 109,731

1/ For definitions of producers and of subgroups shown in this table see
psges 17, 18, and 20,

2/ Milk subject to pooling. Data through September 1950 based on audits -
of handlers! records, Data for October-December 1950 based on handlers!
reports,

Based on producer-handlers!' reports.

Compiled from reports of the Market Administrator.
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Table ll.-Number of producers supplying milk to the Duluth-Superior
marketing area, May 1941-December 1950 1/

" Year and :"Producers 3 Own farms of : Producer- : All

month 3 2/ ; 2 ,
o Number Mumber - Number Number
May 5-31 1,361 11 110 1,482
June : 1,360 10 109 1,479
July 1,359 11 104 1,474
August 1,352 13 97 1,462
September 1,347 3 9% - 1,454
- October 1,323 11 9% 1,428
November , 1,327 11 92 1,430
December 1,307 10 92 1,409
Simple average 1,342 11 9 1,452
1942 e , ,
~ January 1,308 z 89 - 1,409
February 1,308 10 86 - 1,404
~ March : 1,320 10 ‘ 84 1,41
April , 1,342 9 84 1,435
May - 1,359 9 83 1,451
- June 1,348 -8 80 1,436
July ' 1,353 7 79 1,439
- August 1,371 6 73 1,450
September 1,336 5 70 1,411
~ October 1,328 5 65 1,398
November 1,326 5 62 1,393
December 14320 5 29 1,384
Simple average __ 1,335 8. 76 1,419
| J 7 o rl 322 | s i
-January ’ 5 8
February , 1,319 4 g? i:ggg'
March ' 1,332 4 57 1,393
April 1,343 4 57 1:404
May 1,339 4 58 1,401
June - 1,329 4 57 - 1,390
July 1,32}, 4 56 1,38,
August 1,323 4 55 1,382
September 1,309 4 54, o 1 367
. October 1,302 4 50 1,356
November : 1,302 4 47 1'353
December 1.285 L 46 1,335
Simple averagg 1,319 4 5, 1,378

rsee'fOOtnotes at end of table.



-91 -
Ta.ble ll.—-Number of producers supplying milk to the Duluth—Superior
' marketmg area, May 1941-Deeember 1950 ;/ - Continued -

Year and Producera T Own farms_ of H VProdqcer-r i Al

month - 2/ :
, , Number Number Number =~ Number
- . . . ) E
January : 1,284 - 4 A 1,332
February 1,28 4 45 1,331
March 1,294 4 41 1,339
April - 1,299 4 PARS 1,344
May 1,300 4 42 1,346
June . : l ,318 4 41 1,363
July ,314 4 39 1,357
~ August 1,313 4 37 1,354
September 1,303 4 36 1,343
October 1,293 4 36 1,333
November 1,272 3 32 1,307
December 1,244 3 24 1,281
Simple average __1,293 A 39 1,336
- January 1,235 3 35 1,273
February ~ 1,229 3 34 1,266
~March 1,251 3 - 34 1,288
April - 1,261 3 33 1,297
May 1,279 3 32 1,314
June 1,283 3 32 1,318
July 1,279 3 30 1312
August 1,267 3 29 1299
September - 1,285 3 29 1,317
~ October 1,270 -3 27 1300
November 1,266 3 26 1295
December  _1,236 3 26 1,265
Simple average _ 1,262 3 31 1,295
1946 , ,
January - 1,231 3 2 )
February 1,228 3 —22 ' i’ggg
March 1,248 3 24 1,275
April 1,260 3 2 128
May 1,266 3 21 1,290
June 1,280 3 20 o 1?303
July 1,272 3 20 : 1'295
August 1,255 3 20 1,278
September - 1,257 -3 20 - 1,280
October 1,239 4 %6 1,259
November 1,246 4 15 1,265
December 1,237 A 15 1.2
Simple average _ 1,252 3 20 14275

‘See footnotes at end of table,
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Table 11,--Number of producers suﬁplying milk to the Duluth-Superior
marketing area, May 1941-December 1950 1/ - Continued

Own farms of : Producer— s A1l -

Year and ¢  Producers :
__ month ; 2 ;1 ers 2/ : han : ce;
o - Number Number - Number Number
- 1947 -
January 1,246 3 13 1,262
February 1,255 3 13 1,271
March 1,287 3 13 1,303
April 1,244 3 13 1,260
May 1,231 3 12 1,246
June 1,220 3 12 1,235
July 1,235 3 12 1,250
August 1,243 3 12 1,258
September 1,186 3 10 1,199
October 1,178 3 7 1,188
“ November : 1,211 "3 7 1,221
‘December 121 3 6 1,220
Simple average __1,229 3 10 1243
January 1,198 3 5 1,206
February - 1,196 3 5 1,204
- March 1,215 3 5 1,223
- April 1,206 3 5 1,214
ey 1,17 3 5 1,182
June 1,152 3 5 1,160
uly 1,144 3 5 1,152
August 1,123 3 5 1,131
September 1,156 3 5 1,164
Uctober 1,186 3 5 1,194
November 1,200 3 5 1,208
December 1,198 3. 5 1,206
‘Simple average __ 1,179 3 5 1,187
- 1949
January 1,174 3 5 1,182
February 1,173 3 5 1,181
March 1,183 3 5 1,191
April 1,201 3 5 1,209
May 1,241 3 5 1,249
June 1,271 3 5 1,279
July 1,327 3 5 1,335
ugust 1,335 3 5 1,343
 September 1,340 3 5 1,348
October 1,364 3 5 1,372
November 1,389 3 5 1’397
December 14398 3 5 1’496
Simple average __ 1,283 2 5 A—i:29l;

See footnotes at end of table,
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Tableill.--Nuﬁber of producers supplying milk to the Duluth-Superior
marketing area, May 1941-December 1950 1/ - Continued

Year and : Producers : Own farms of : Producer- : All

_month H 2/ : ndlers 2/ 3 dlers 3 _produc
Number Number Number Number

. January 1,407 3 5 1,415
February : 1,403 3 5 1,411
March 1,412 3 5 1,420
April 1,408 3 5 1,416
May 1,415 3 5 1,423
June 1,415 3 5 1,423
August 1,407 3 5 1,415
September 1,401 3 5 1,409
October 1,399 3 5 1,407
November 1,393 3 4 1,400
December L4228 3 4 1,435
Simple average __1,408 3 5 1,416

1/ For definitions of producers and of subgroups shown in this table see
pages 17, 18, and 20.

2/ Milk subject to pooling. Data through September 1950 based on audits
of handlers! records. Data for October-December 1950 based on handlers!
reports,

Based on producer-handlers' reports.

Compiled from reports of the Market Administrator.

967439 O— 51——7
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Table 12, -Average daily deliveries of milk per producer supplylng the
Duluth—Superior marketing area, May 1941-December 1950 1/

‘Year and Own farms of : Producer- : All

, h . Producers . ¥ 11 : handlers : producers
- Pounds - Pounds = Pounds Pounds
May 5-31 201 808 368 218
June | 200 817 349 215
July 178 731 331 - 193
August 154 663 328 170
September 131 565 364 150
October 121 585 323 138
November 108 613 335 127
December 115 673 322 32
Weighted average _ 151 676 340 '
1942
January 119 599 325 136
February 129 742 350 - 147
March 152 803 332 167
April 165 899 358 181
May 190 1,017 373 205
June 213 1,08, 399 228
July 189 1,019 370 203
August 168 1,001 366 181
September 149 1,180 350 163
October 130 1,093 339 143
November 114 1,024 350 128
December 118 1,057 364 132
Weighted average _ 153 918 356 _168
1943
January 126 1,103 383 141
February 139 1,460 424, 155
March 154 1,545 415 169
April 170 1,732 443 186
May 189 1,704 433 203
June 226 1,807 470 240
July 204 1,620 453 218
August 176 1,443 442 190
September 163 1,468 451 178
October 134 1,248 436 148
November 113 < 1,184 432 128
December . 124 1,198 439 138
Weighted average _ 160 1,451 _435 175

See footnote at end of table,.
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Table 12 --Average dailj deliveries of milk per producer supplying the
Duluth—Superlor marketing area, May 1941-December 1950 1/

- Continued
Year and ¢ i : Own farms of : Producer- : A1l o
__ month 3 FProducers .  nandlers _: handlers i producers
, Pounds Pounds Pounds Pounds
1944
January 133 1,277 453 147
February 146 1,314 yAIA 161
March - 168 1,555 517 183
April 138 1,846 524, 203
May ' 202 1,956 535 217
June ' 237 2,012 555 251
July | 218 1,991 548 233
August 185 1,788 520 199
September 170 1,697 465 183
October 144, 1,505 429 156
November 12/ 1,489 451 135
December 131 1,572 456 143
Weighted average __ 171 1,674 495 185
1945
January 140 1,532 467 152
February 150 1,502 471 162
March 171 1,504 490 183
April 193 1,698 545 205
May 211 1,893 555 R23
June 251 2,292 601 264
July 235 2,373 572 248
August - 197 2,066 536 209
September 176 1,980 508 188
October 150 1,729 489 160
November 129 1,557 489 140
December - 138 1,636 5Q2 149
Weighted average __179 1,815 519 191
196 |
January 147 1,651 501 157
February 196 1,958 618 . 208"
March 174, 1,769 558 185
April 197 1,885 656 209
May 227 2,036 684 238
June 256 2,272 7 268
July 231 2,144 647 242
August , 186 1,858 586 196
September 153 1,629 520 162
October 132 1,288 488 140
November 1 1,319 499 139
December 145 1,482 _473 __153
Wbighted average 178 1,723 578 188

See footnote at end of table,
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Table 12, --Average daily deliveries of milk per producer supplying the
: Duluth-guperlor marketing area, May 1941-December 1950 1/

- Continued -
Year and ' : Own farms of : Producer- : = All
month s Producers $ dlers s _handlers : roducer
- - Pounds ounds Pounds - Pounds
1947 4 - , :
January 160 T 554 166
February 172 760 - 588 178
March : 202 , 833 - - 559 ' 207
~ April 226 930 680 233
May 238 941 760 245
June 270 995 ' 846 277
July 235 944 - 784 R42
August ' 176 780 679 182
September 163 675 Y 168
October 137 642 692 141
November 121 638 - 698 126
December , 133 , 681 859 138
Weighted average __187 : 799 686 192
1948 , , ,
January 144 - 730 899 148
February 150 715 930 155
March N . 181 713 879 186
April 208 839 1,035 213
May 238 908 1,041 243
June 263 953 1,165 268
S Jdudy ' 233 766 1,031 , 238
August 200 624, 986 205
September - 176 565 898 180
‘October 152 608 - 807 156
November 147 680 - 907 152
December , 155 746 880 159
Welghted average __ 187 : 137 954 192
January , 165 747 98 169
~ February 179 751 987 184
~March 215 - 802 %67 220
April 24/, 869 1,126 249
May 276 954 - 1,106 280
June 287 916 1,088 292
July , 250 784, 962 25/,
August , 230 ' 738 ' 974 R34
‘September , 208 , 657 967 ' 212
October S 172 562 S 806 175
November 155 583 ' 828 159
December 161 ' £36 ' 835 , 164
Weighted average _ 211 750 o 964 216

See footnote at end of table.
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Table 12, --Average daily deliveries of milk per producer supplylng the
Duluth-Superlor marketing area, May 1941-December 1950 1/
- Continued

Year and : : Own farms of : Producer- : A1l

month __; Troducers . pong1ers  ; handlers  :  producers

Pounds Pounds Pounds Pounds
1950 -

January ) 165 675 840 168
February 181 675 920 - 185
March - 218 T45 989 - k21
April 243 TR 1,058 247
May 247 770 1,003 251

June 297 919 1,135 301 -
July 274 764, 897 277
August 227 662 889 230
September - 190 625 782 © 193
October 160 ' 634 : 644, 162
November 149 573 841 152
December 7 _154 561 941 157
Weighted average _ 209 699 881 212

1/ Computed from unrounded figures used in conpiling tables 10 and 11.
For definitions of producers and of subgroups shown in this table see pages
17, 18, and 20,

067439 O—51—--8
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Table 13.--Producer milk recelpts, classification, and percentage of total
in each class, Duluth-Superior marketing area,
May 1941—December 1950 —

T Total  : ' Use classification of milk '
Year and :  producer : Class I 2/ : Glass IT Clgss I1I 3/

month :receipts ;/ sPercentage: .Percentage. :Percentage
i (Q00%)" ; YOI, or totgl ; VOIUMO ; op total ; OO of total
- 1,000 1,000 - 1,000 1,000
nsu.mé pmmsia Egu_i pounds  Percent pp.sgl.da Percent
June ,8 141 ‘ ,426 29.8 5,715 - - 70, 2
September 5,282 2,642  50.0 . 2,640 50.0
October 4y978 2,747 55,2 2,231 4448
~ November 4,316 2,641 61.2 1,675 38.8 -
December 4,659 2,666 57,2 1,993 42,8
"~ Total 48,695 20,749 42,6 27,946 57,4
January 4,837 2,668 55.2 2,169 44,8
February 4,725 2,450 51.9 2,275 48.1
March 6,200 2,689 434 3,511 56.6
April 6,639 . 2,686 40.5 3,953 59.5
May 7,989 2,765 34.6 5,224, 65.4
June 8,594 2,724 31.7 5,870 68.3
July 7,941 3,033 38.2 4,908 61.8
August 7,121 3,178 44,6 3,943 55.4
September 5,971 3,076 51.5 2,895 48.5
October 5,355 3,406 63.6 1,949 36.4
November 4,527 3,266 7.1 1,261 27.9
December 44840 3,218 66,5 1,622 33,5
Total 744,739 35,159 47,0 39,580 23,0
1943
January 5,183 3,207 61.9 1,976 38.1
Febru&ry 5,133 2,935 57.2 2’198 42,8
March 6,372 3,334 52,3 3,038 47.7
April 6,862 3,300 48.1 3,562 51.9
June 8,992 3,253 36.2 5,739  63.8
July , 8,356 3,516 42,1 4,840 57.9
August 74221 3,630 50,3 3,591 4947
September 6,403 3,492 54.5 2,911 45.5
October 5,390 3,833 71.1 1,557 28.9
November 45430 3,605 8l.4 a5 18.6
December 4,925 3,500 71.1 1,425 28,9
Total 77,092 41,009 53,2 36,083 46,8

See footnotes at end of table,
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Table 13.--Producer milk receipts, classiflcation, a.nd percenta.ge of total
in each class, Duluth-Superior marketing area,
May 19/1-December 1950 - Continued

3 Total . ww : tio K

Year and: producer :___ Class I 2/ _Class IT  :_ Class 1113/
month sreceipts 1/: Volum ‘Percentage Volume ° :Percentage: Vol .Percentage
3 (100%) ; of total ; s of total ; ofjgm_
1,000 1,000 ' l','OOO -1, o000
mﬂa mﬂa Percent  pounds Percent m_nd_s - Percent
1944 :
January 5,283 3,543 67.1 1,740 32.9
February ,Ml 3’389 6203 2’052 37.7
May - 8,123 3,683 - 45.3 44440 5447
June 9,355 3,483 37.2 5,872 62.8
July 8,871 3,660 41.3 5,211 58,7
August 75536 3,962 52,6 3,57 47.4
September 6,658 3,874 - 58.1 2,784 41.8
October 5,788 4,138 71.5 1,650 27.8
November by 744 4,087 75.1 657 3.
December 5,060 - 3,955 78,2 1,105 _%;%8
Total 80,907 44,910 55,5 35, 997 ' 5
% o ‘
January - 5,358 4,108 76.7 1,250 23.3
February 5,177 3,770 72,8 1,407 27.2
March 6,637 45194 6342 2,443 36,8
April 7,296 4,023 - 55.1 3,273 44a9
May 8,352 4,217 50.5 4,135 495
June 9,661 4,051 41.9 5,610 58.1
August 7,728 45327 56.0 3,401 44,0
September 6,802 3,944 58.0 2,858 42,0
October 5,891 4,397 4.6 1,494 25.4
November 4,909 4y 117 83.9 792 16.1
December 301 ) 5} : 8 23.7
Total 82,437 49,348 59,9 _.-.33,089 40,1 .
1946 '
January 5,607 4,196 74,8 1,411 25,2
February 5,335 3,830. 7.8 1,505 28,2
March 6,722 4,312 64,2 2,410 35.8
April 75445 4,134 55¢5 3,311 44.5
May 8,890 4,274 48,1 4,616 51.9
June 9,842 4,085 41.5 5,757 58.5
July 9,111 45509 49.5 4’602 50.5
August 7,221 4,524 62.7 2,697  37.3
September 5,757 4yR45 73.7 1,512 6.3
October 5,060 4,661 92.1 399 7.9
November 4,885 4,330 88.6 553 11.3 1
December  _ 3,561 bobdy 76,3 1,235 22,2 & 1.5
Total 81,436 51,346 63,1 30,008 3%.8 8

See footnotes at end of table.
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Table 13.--Producer milk receipts, classification, and percentage of total
in each class, Duluth-Superior marketing area,

May 1941-December 1950 - Continued

See footnptes at end of table.

Total : 1k :
Year and : producer ____Qlagé_l_al Class IT :__Clags 1113/
» montb 'rfréfiipti } Volume :f:§c:2tage: Volume on;ciztage. Volume .Perc:ntage
1,000 1,000 1,000 1,000
o pounds - RQEEQE Dercent  pounds Percent  pounds Percent
1947 , : ' , R
January 6,179 4y494 P27 1,147 18,6 538 8.7
February 6,043 4,08,  67.6 1,054 17.4 905 15,0
~ March 8,054 44525 56.2 1,332 16.5 2,197 27.3
‘April 8,453 4y 465 52.8 1,431 16.9 2,557 30.3
May 9,089 44656 51.2 1,631 18.0 2,802 30.8
~July 9,000 4yTlh 52,3 1,497  16.6 2,799 31.1
August 6,787 44934 2.7 1,202 17.7 651 9.6
September 5,801 4,565 78.7 1,081 18.6 155 2.7
‘October 4,995 44662 93.3 333 6.7 :
November 44396 4,382 99.7 - 14 3
December - 5,011 4,574 91.3 436 8.7 ,
Total 83,688  54,36) 65,0 12,586 15,0 16,741 20,0
1948 : ,
January 55340 4,587 85.9 753 4.1
February 5,207 44232 81.3 855 16.4 120 2.3
‘March 6,833 4,682 68,5 1,134,  16.6 1,017 1.9
April 7,537 4,562 60.5 1,218 16.2 1,757 23.3
 May 8,654 4y 647 53.7 1,464 16.9 2,543 29.4
June 9,082 4,518 49.7 1,291 14.2 3,273 36.1
SJuly 8,272 5,081 61.4 -1,146 13,9 2,045 24.7
- August 6,974 45997 71.7 1,060 15.2 917 13.1
September 6,112 4,649 76.1 981 16,0 482 7.9
October 5,577 4,766 85.5 748 13.4 63 1.1
' g:vgmger , 5,30g : 4,727 88,8 581 11.0 1 0.2
cember 5475 4,761 R.8 949 16,5 42 0,7
Total 80,640 56,189 69,7 . 12,180 15,1 12,271 15,2
1949 . i ' : ,
January 5,993 4,837 80.7 843 4.1 313 5.2
~ February 5,89 Ly451 75.5 915 15.5 528 9.0
March 7,884 4,908 62,3 1,293 16.4 1,683 21.3
April 8,793 4,820 5448 1,406 16,0 2,567 . 29,2
May 10,600 4,731 bbb 1,432 13.5 4,437 41.9
June 10,962 4y620 42,1 1,381 12,6 4,961 45,3
July 10,303 4,884 41.4 1,499 4.6 3,920 38.0
August 9,526 5,098 53,5 1,537 16.1 2,891 30.4
V,September 8,366 4,619 55,2 1,316 15,7 2,431 29.1
October 7,281 4,685 6hal 1,219 16.7 1,377 18.9
November 6,473 4,750 7304 1,016 15.7 707 10.9
~ December 6 69,2 1,163 16 980 14,1
Total 99,035 52.3 0 57,8 15,020 15,2 26 795 27,0
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Table lB.--Producer milk receipts, classification, and percentage of total

in each class, Duluth-Superior marketing area,
May 1941-December 1950 - Continued

Total — :_ Use classification of milk

Year and :- producei/. Class I 2/ : Clgss IT _ :_ Class III1 3/
month :receipts :Percentage: :Percentage: _ tPercentage
: (1052); : Volume ;of total Volume : of total : Volume : of total
1,000 1,000 - 1,000 1,000
: pounds pounds Percent  pounds Percent = pounds [Eercent
1920
January 7,195 4,784 66,5 - 1,061 14.7 1,350 18.8
February 7,130 4,386 61.5 1,053 1.8 1,691 3.7
March 9,525 4,963 52.1 1,334 14.0 3,228 33.9
April 10,280 4,593 44d7 1,348 13,1 4,339 4R.2
May 10,843 4,879 45.0 1,449 13.4 4,515 4.6
June 12,607 4,633 36,7 1,377 11.0 6,597 52.3
July - 11,918 4,88 41.0 1,569 13.2 5,467 45.8
August 9,911 5,135 51,8 1,429 AVYA 3,347 33.8
September 7,983 4,957 62,1 1,175 1,.7 1,851 23,2
October 6,928 5,085 T34 959 13,8 884 12.8
November 6,233 4,936 79.2 1,014 16.3 283 45
December 6,805 4,876 VAN 1,161 17,1 768 11.2
Total 107,358 58,109 1320 32,0

.

1/ Milk subject to pooling., Does not include milk from handlers' own farms.

2/ Includes school milk and outside market sales. From May 5, 1941, to November
1, 1946, Class I figures include "other source" milk and Class II figures have been
reduced correspondingly so that the two classes add to total producer receipts.

3/ Class III established November 1, 1946, by amendment to Order 54.

Compiled from reports of the Market Administrator. 1941 through September 1950
based on audits of handlers! records; October-December 1950 based on handlers!
reports,



Table lA.—-Percantage of butterfat in producer milk, Duluth—Superior manketing area,
‘ May'l941-December 1950

Annual ‘

Year Y Jan. i ‘Fveb. D Mar, : Apr. May & Tune s July - hug. - Sept. Oct. + Nov Dec. :average
:M:M:M Eercent M=M M.M.m M'_Psma. T Perseat Fercent
1941 S /4l 4l 40 ka2 hek 4S5 deh 43 42
1942 4.21 440 3.9 3.9 4.l 4l 4l 4l 4.‘3‘ Lok *‘4.4‘ 43 | '4. -
1943 b2 Al 40 309 40 Al Al A3 Ad dd 4d ‘4.‘2‘ 41
1944 bl 40 4O 39 40 ALkl 42 hd 4SS kb 43 42 .
1945 42 4l 4O 3.9 40 4l 4ol : 4l W3 hdh o ded 43 4.1\\"‘?3
1946 b2 40 40 39 4l 4o 40 4l 4T 4k 43 42 bl
‘192;7‘ | 4l 4l 40 3.9 40 4l 4l 41 W3 b 4e3 42 4l
1948 4l “4.0“ 40 3.9 4.0 41 4ol 4 42 bele 43 4o3 4ol
| 1949 42 4l 40 309 4O 4l 40 4O 42 deh 43 42 4l

- 1950 4l 40 3.9 3.9 4.0 bl 40 4 4.2 4e3 43 he? 4ol

;/'Average weighted by volume,
2/ May 5-31.

Compiled from data reported to the Market Administrator. 1941 through September 1950 based on audits of handlers!
records; October-December 1950 based on handlers' reports,
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Table 15,-~Minimum prices for milk of'AQpercent bﬁtterfdt'cdntent,

and butterfat differential, per hundredweight, Duluth-
Superior marketing area, May 194l-December 1950

‘Minimum price, f.o.b., handler's Uniform : Butterfat

: plant, paid by handlers for milk : price : differential

Year and  :_ i - : payable : for each 1/10

month 3 .00 T ¢ Class IT ° Clags 1T ° w0 3 of 1 percent

3 1/ f f 2/ i prfgucers f Zgg;:i;g: from
, Dollars Dollars = Dollars Dollars Cents
June 2,320 1.770 1.90 A
July 2,267 1,717 1.91 4¢3
August 2,298 1.748 1.96 YA
September 2.480 1.830 2.12 46
October 2.408 1,758 2.09 A
November 2.438 1.788 2.14 4e5
December 2,378 1,728 2,07 bal
Simple average 2,360 1,760 2,01 b
1942
January 2.408 1.758 2.09 YAA
February 2,690 2,040 2.33 bod
March 2,681 2,031 2.27 43
April 2.546 1.996 2.21 4e3
May 2,652 2,102 2,28 bob
June 2,711 2,161 2.32 447
July 2.648 2,098 2.33 beb
August 2.671 2.121 2.37 AN
September 2.945 2.295 2.75 5.1
October 3,059 2.409 2.86 5.3
November 3,213 2,563 3.06 5,7
Decenber 3,228 2,578 3,02 5.7
Simple average 2,788 2,179 2249 4,8
1943

January 34243 2.593 .97 5.7
February 3,254 2,604 2.98 5.8
March 3.270 2,620 2.99 5.8
April 3.180 2.630 2,89 5.8
May 3.190 2,640 2.86 5.8
June 3.185 2.635 2.83 5.8
July &4/ 3.216 2,667 2496 5.8
August 3,296 2,776 3.13 5.8
September 3.289 2,769 3.05 5.8
October 3.289 2.769 3.1 5.8
November 3,296 2,776 3,20 5.8
December 3,296 2,776 3,16 58
Simple average 3,250 2,688 3,01 5.8

See footnotes at end of table.
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' Table 15.~-Minimum prices for milk of /~percent butterfat content
and butterfat differential, per hundredweight, Duluth-
Superior marketing area, May 1941-December 1950 - Contd.

“Minimum price, f.,o.b, handler's Uniform : Butterfat

g : plant, paid by handlers for milk : price : differential
Year and  :_ claq51fled ag : : payable : for each 1/10
- month s : to : of 1 percent
: : Class I : ; Class II : Glasg III': producers : Variafion from
% : i 2/ : 3/ :_ 4 percent
: - Dollars Dollars  Dollars Dollars Cents
January - 3.310 . 2.790 ) 3.14 5.8
February 3.324 2.804 3.13 5.8
~ March 3.338 2.818 , 3.10 5.8
Aprll 3.324 20804 . 3‘05 508
My 3.345 2,825 , 3.06 5.8
June S 3.345 R.85 - 3.01 5.8 7
© July - 3.345 2.825 7 3.05 5.8
‘August 3345 2,825 3.10 5.8
" September 3.331 2,811 - ' 3.13 5.8
October 3.338 2,818 3.20 5.8
November 3.359 2,839 S 3.27 5.8
December L 34324 2,804 ' 321 5.8
~ Simple average 3,336 2,816 § 3,12 5.8
1945 . :
January 3.310 2,790 3.19 5.8
February 3.310 12,790 3.17 5.8
‘March 3.317 2,797 3.12 5.8
May 3.289 2,769 3.03 5.8
June 3.303 2,783 3.00 5.8
July 3.303 2.783 3,02 5.8
. Augu.st ) 30324— 2.804 30]-0 508
September 3.324 2,804 3.2 5.8
- October - 3-324 2080‘{4« 3-20 5.8
November 3.317 2,797 3.25 5.8
December = 3,261 2. 7.3 314 5.8
- Simple average 3,307 2,787 3412 5.8
1946 , , ,
January 3,282 R.762 3.15 5.8
March 3.331 2,811 3.14 5.8
April 3.331 2.811 3.10 5.8
- May 3.331 2,811 3.05 5.8
June 4/ 7 30564— 3.010-4 3.26 604—
July 4,518 3.998 4eR5 8.7
August 4,396 3.876 4 R2 8.4
September 44479 3.959 4e36 8.6
October 4,778 4458 475 9.3
November 5.721 5.321 4,721 5.73 10.4
- December 5,538 5,138 44538 247 10,0
Simple average 4,133 3,633 42630 3,97 7.6

See footnotes at end of table.
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Table 15,--Minimum prices for milk of 4-percent butterfat content,
 and butterfat differential, per hundredweight, Duluth-
~ Superior marketing area, May 1941l-December 1950 - Contd,

: Minimum price, f.o.b, handler's : Uniform : Butterfat
: plant, paid by handlers for milk : price : differential

Year and ¢ ified as—= : payable : for each 1/10°
month et : : to 3 of 1 percent
~, Class I | Class II , Class III ; progucers : variation from
.V : : 2/ : 3/ : 4 percent
Dollars Dollars Dollars Dollars Gents
January ) 5 590 5. 190 ) 4— . 590 5 ’4‘8 : - 10.1
February 4,965 4,565 3.965 4475 8,6
March 44750 44350 3,750 Lol2 8.4
April 4,849 4o 49 3.849 PAVA 8.9
May 3,913 3,663 3.313 3.68 7.8
June 30780 30530 30180 301&9 : 7.5
Juy 3.892 3,642 34292 3.69 7.8
~ August 4147 3.897 3.547 4,11 8.4
September 4,821 bad”l 3,821 4,73 9.1
October 5,167 4,767 4,167 5,21 9.9
November 4753 44353 3.753 482 8.8
December 5,190 44790 4,190 5,23 92,8
Simple average 4,651 44301 3,785 4y 51 8,8
11948
January 5.660 5.260 4. 660 5.69 10.7
February - 5.699 5.299 4,699 5.68 10.5
March 5.681 5.281 4,681 5.48 10.4
April 5.428 5.028 4~428 5012 9-7
May 5,217 4,967 4617 5,01 10.3
June ' 5.070 44820 44770 4,83 9.9
July 5,165 44915 44565 5.05 10.1
August - 5,127 4,877 4,527 5.05 10.0
September 5.384 4,984 44384 5.37 9.5
October 50321 40921 4—0321 5038 9.2
November 4851 L4511 3.851 4.86 8.1
December 4,728 4,328 3,728 473 i
Simple average 5,278 4,928 AR 5,19 9.7
1949 , : :
January 4,864 Lolbl 3.864 4.82 8.1
Februa.ry 1&.784 - - 40384 3.784 4.67 8.0
March 4576 4176 3.576 430 7.8
April 44354 3.954 3.354 4.01 7.6
June 4e282 3,882 3,282 3.82 A
July 4oRT4 3.874 3R74 3.90 7.3
AugUSt 4.312 30912 30312 4—000 ) 704
September 40421 4-021 30421 4.08 7.7
October bobl2 44042 3442 4,20 7.7
November 40452 4.052 ' 301{-52 4-33 7.7
December Lel78 . 4,078 3.478 4429 7.8
7.7

Simpleraveragé'é,h59 ] 44059 - 3,459 4,419
See footnotes at end of table. :
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~ Table 15,--Minimum prices for milk of 4-percent butterfat content,
and butterfat differential, per hundredweight, Duluth- 7
Superior marketing area, May 1941-December 1950 - Contd,

Minimum price, f.o.b. handler's Uniform : Butterfat

-+ plant, paid by handlers for milk : price : differential
Year and  : , classified as=- _ ___: payable : for each 1/10
wonth 13 , R W ortr 4 to : of 1 percent
e H R : Class II : C;ags 111 ¢ producers : variation from
. l/,, 3 : _ ,—/ $ 3/ : 4 percent
o Dollars Dollars  Dollars  Dollars Cents
1950 —_— , : o S o

January 4,481 4,081 3481 4,25 7.8
- February 4o428 4,028 3,428 4,15 7.7
- March o 4e456 4,056 3,456 4,07 7.7
April 4362 3.962 3.362 3.88 7.5
My 3,926 3.676 3.326 3465 745
June S 3.927 3.677 - 3.327 - 3.58 7.5

July 3.916 S 3,666 3,316 3.62 7.5
~ August S 3.932 S3.0682 0 3,332 3.70 7.5

~ September 44366 © 3,966 3,366 4409 7.6

October ~ 4.438 4,038 3,438 427 7.8
November 4,505 4,105 3.505 4441 7.9
December 4562 4,162 3,562 4439 7.9
- Simple average 4,275 _2a225 3,408 4,00 7.7

L/ From May 5, 1941, to 7cb. 1, 1942, the price of milk disposed of under
‘a program approved by the Secretary of Agriculture for the sale or disposition
- of milk to low-income consumers, including persons on relief, was the regular
Class I price less 40 cents., From Feb, 1, 1942, to July 16, 1943, the price
was 47 cents less than the regular Class I price. The milk distributed under
this program was 43,655 pounds during April, May, and June 1942,
2/ Class IIT established liovember 1, 1946, by amendment to Order 54.

-3/ Under the order, the minirum price payable to new producers is the lowest
- class price. - , o , , , ,
4/ Class prices are averages, weighted by volume, of the class prices appli-
cable under the order, as follows: , :

Class I  Clags II

, e . - Dollars Dollars
July 1943: July 1 =19 317 2,625
- July 20-31 , 3275 - RJ755
~ June 1946: June 1 -16 3.331 2,811
: - June 17-30 S 3.831 3,311

- Conpiled fromfdatarreportéd by the Mérket'Adminisﬂrafor.i :



Table 16.--Uniform price per hundredweight for milk of average butterfat content, with
dairy production payments added when applicable, f.o.b. Duluth-Superior
marketing area, May 1941-December 1950 1/

Year f Jan. f Feb, f Mar, f Apr. f May f June f July f Aug. f Sept, f Oct, f Nov, f Dec,
Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Deollars Dollars
1941 1.934  1.944 1.910 2,048 2,304 2,310 2,320 2.199

1942 2,178 2,330 2,227 2,167 2,326 2,367 2,375 2.416 2,903 3,072 3.288 3.191
1943 3,084 3.038 2,990 2.832 2,860 2.888 3,018 3.304 3.28 3,672 3,732 3,576
1944 3.548  3.480 3,500  3.492  3.410 3,418 3,358 3,566 3.962 4,090 4.102 @ 3.984
1945 3,906  3.828 3,720 3.€12 3,280 3,308 3.528 3,608 3,744 4,032 4.082  3.914
1946 3.866  3.780 3,740  3.642 3,558 3,710 4.250 4.304 4,618 5.122 5,904 5.586
1947 5.581  4.836  L4.4R0 4,391 3,680  3.565 3.768 4,194 5,003 5.606 5.084  5.426
1948 5.797 5.680  5.480 5.023 5,01C  4.929 5.151 5.150 5.560 5.748 5.103  4.961
1949 4,982 4,750 4,300 3.934 3.830  3.894 3,900  4.000  4.234 4,508 4.561 4,446
1950 4.328 4,150 3,993  3.805 3,650 3.655 3,620 3,775 4.242 4,504 4.64T  4.548

- LOT -

1/ Uniform price for average test (table 14) computed by applying the butterfat differential to the
price for the basic test (table 15). Dairy production payments added for the months of Oct. 1943
through June 1946 (table 17).



Table 17.--Dairy production payments per hundredweight of milk, Minnesota-Wisconsin,
October 1943-June 1946

Year | Jan, . Feb. ' Mar. | Apr, P May ! June ! July | Aug. © Sept. . Oct. . Nov. | Dec.

Cents Cents Cents (Cents (Cents Cents Cents Cents (Cents (Cents (Cents Cents
1943 30 30 30
1944 35 35 50 50 35 35 35 35 60 60 60 60
1945 60 60 60 60 25 25 45 45 45 60 60 60
1946 60 60 60 60 45 45

Compiled from Dairy Production Program Statistics,

PMA, Dec. 1946,

= 80T -



Table 18,--Value of producer milk received by handlers, Duluth-Superior marketing area, May 1941-December 1950 1/

Year | Jan. | Feb. . Mar. : Apr. ° May ° June ° July ° Aug. ° Sept. ' Oct. ° Nov. ° Dec. * Total
Dollars Dollars Dollars Dollars Dollars Dollars Deollars Dollars Dollars Dollars Dollars Dollars Dollars
19/1 2/142,569 158,262 143,479 131,802 121,687 114,990 100,143 102,444 1,015,376

1942 105,340 110,082 132,065 143,864 185,832 203,428 168,594 172,038 173,349 164,514 148.863 154,462 1,888,431
1943 159,855 155,942 190,514 194,320 223,800 259,689 252,179 238,595 210,147 197,929 165,312 176,107 2,424,389
1944 187,426 189,344 235,604 255,473 277,002 319,743 297,800 268,749 263,807 236,745 194,593 201,576 2,927,952
1945 209,280 198,153 246,907 263,546 273,929 319,595 328,965 278,839 254,676 237,5,0 200,374 207,472 3,019,276

- 50T -

1946 216,764 201,662 251,414 271,151 316,299 365,134 387,197 310,807 265,875 259,155 288,406 310,627 3,444,491
1947 344,874 292,257 355,998 371,168 334,472 352,243 339,101 284,641 290,218 280,005 223,482 271,881 3,740,340
1948 309,582 295,747 374,435 378,554 433,560 447,669 426,109 359,172 339,834 320,564 270,457 285,328 4,241,011
1949 298,592 279,976 339,000 345,903 405,978 426,860 401,806 381,019 354,219 328,227 295,235 309,459 4,166,274
1950 311,417 295,876 380,332 391,151 395,759 460,772 431,435 374,118 338,64, 312,053 289,656 309,510 4,290,723

1/ Computed by using uniform price, and including dairy production payments, for milk of average butterfat content (table 16). Prodicer
receipts were the unrounded figures used in compiling table 13.
2/ May 5-31.



Table 19.—Average daily value per producer of milk supplied to handlers, Duluth-Superior
marketing area, May 1941-December 1950 1/

Year @ Jan., ! Feb. ' Mar. ! Apr. ' May ! June  July  Aug. } Sept. i Oct. } Nov. ° Dec.

2 H H — : H - H $ H H .
Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars

1941 2/3.89  3.89 3.40 3,15 3,02 2,80 2,51 2,53
1942 2.59  3.01  3.39  3.58 4R 5.04 449 406 433 3,99 3.75  3.77
1943 3.89 422 4,60 4.8l 5,41 6.53 6,16 5.8  5.35 4,92 4.22  4.43
1944, 4,72 5,08 5,88 6.56 6.89 810 7.32 6,60 6.74 5.89 5.09  5.22
1945 5.47 5.7 6,36 6.97 6.92 830 8.29 7.11 6,59  6.05 5.27  5.40
1946 5.6 7.41 6,51 7.17 8,08 9.50 9.8 8.0l 7.07 6.76 7.73  8.10
1947 8.93 832 893 9.2 87 9.63 8.8  7.33 815 7.68 6.15 7.22
1948 8.35 8.52 9.2 10.45 11.92 12,96 12,00 10.30  9.79  8.74  7.50  7.69
1949 8.22 850 9.24 9.60 10.57 11.18 9.75 9.20 8.8l 7.75 7.07 7.16
1950 7.4 7,51 870 9.25 9,02 10.86 9.92  8.57 8.06 7.21  6.92  7.00

= OTT -

( l/ICompgted by multiplying ave?age daily deliveries from producers supplying milk subject to pooling
table 12) by the uniform price (table 16),

g/ my 5-31.



Table 20.--Dealers! selling prices per quart of milk, retail, bottled, delivered to homes,
Duluth, Minn,, 1921-50

Year ® Jan. f Feb. ' Mar. ® Apr. May | June  July [ Aug. | Sept. ; Oct. . Nov. © Dec.
Cents Cents (Cents (Cents (Cents (Cents Cents Cents (Cents Cents Cents Cents

1921 15 15 1 12,5-13 12 11.5-12 13 12-13 13 13 13
1922 12 11 10 10 10 10 10 10 11 12 12 12
1923 12 12 12 12 12 12 12 12 13 13 13
1924 13 13 13 12 12 12 12 12 13 13 13
1925 13 13 12 12 12 12 13
1926 13 13 13 1 12 12 12 12 12 1 12
1927 12 12 12 12 12 12 12 12 13 13
1928 13 13 13 12 12 12 12 12 12 13 13 13
1929 13 13 13 13 13 12 12 12 13 13 12
1930 12 12 12 12 12 11 11 11 12 12 1
1931 11 11 11 11 10 10 10 11 1 11
1932 11 11 10 10
1933 9 9 10
1934 10 10 10 10 10 10 10 10 11 11 11
1935 11 11 11 11 1 11 1 1 11 11
1936 11 11 11 11 11 11 11 11 11 1 11 11
1937 11 11 11 11 11 11 11 12-14 12 12 10  10-12
1938 12 10 10 10  10-12 10 10 10 10 10 10 10
1939 10 10 10 10 10 10 10 10 10 10 10 10
1940 10 10 10 8-10 8-10 9-10 9-10 9-10 9-10 9-10 10 10
1941 11 11 11 1 11 11 11 1 11-12 12 11-12 12
1942 12 12 12 12 12 12 12 12 12 12 11-12  11-12
1943 12-13  13.5 13.5 13.5 13.5 13.5 13.5 13.5 13,5 13.5 13.5 13.5
1944 1/ 13.5  13.5 13.5 13.5 13.5 13.5 13.5  13.5 13.5 13.5 13.5 13.5
1945 1/ 13.5 13.5 13.5 13.5 13.5 13.5 13.5 13.5 13.5 13.5 13.5 13.5
1946 1/ 13.5  13.5 13.5 13.5 13.5 13.5 16.5 16,5 16,5 16,5 16.5 16.5
1947 1/ 16,5  16.5 6.5 16,5 15,5 15.5 15.5 16.5 17.5 18 18 18
1948 1/ 19 19 19 19 19 19 19 19 20 20 20 20
1949 L/ 20 20 19 19 19 19 19 19 " 19 19 19 19
1950 19 19 19 19 18 18 18 19 19 19 19 19

1/ May 1944-Jan. 1949, discount of 1 cent per quart on 3 or more quarts delivered at one stop. Feb.-
Dec, 1950, discount of 1 cent per quart if total for month is 80 quarts or more.

Compiled from Bureau of Agricultural Economics, Fluid Milk Prices in City Markets.
for that quality of milk commonly sold in the market.
part of the month,

Selling prices are
Prior to Jan. 1947, prices applicable during early
Jan. 1947 through 1950, latest prices in effect up to the 10th of the month,
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Table 21,--Selling prices per quart of milk, retail, bottled, sold at stores, Duluth, Minn., 1921-50

: ‘gb : : M H Jupe s July i _Aug, Sept, ¢ Oct, : Nov, :__ Dec,
Cents Cents Cents Cents Cents Cents Cents Cents Cents Cents Cents Cents

1921 15 14 13 12 13 13 13 13 13
1322 12 11-12 10 10 10 10 10 10 9-11 12 12 12
1923 12 12 12 12 12 12 12 12 13 13 13
1924 13 13 12 12 12 11 12 13 13 13
1925 13 11-13 12 12 12 10 11
1926 11 1 11 10 10 10 12 12 12 12 12
1927 11-12 12 12 11-12 11-12 11-12 11-12 13 13
1928 13 13 13 12 12 12 12 12 12 13 13 13
1929 13 13 13 13 13 12 12 12 12-13 13 12
1930 12 12 12 12 12 11 11 11 12 12 11
1931 11 11 11 10 10 10 11 11 11
1932 11 11 8
1933 7-9 8-9 9-10
1934 9-10 9-10 9-10 9-10 9-10 9-10 9-10 9-10 10-11 11 11
1935 11 1 J0-11 10-11 10-11 11 11 11 11 11
1936 1 11 11 11 11 11 11 11 11 11 11 11
1937 11 11 10-11 10-11
1938 10 8 8 8 8
1939 8 8 8
1940
1941 Ius 9-11 9-11 9-11 9-11
1942 9-11 9-11 10-11 10-11 10-12 10-11 10-11 10-11 9-11 10-12 9-11 9-11
1943 10-12 12.5 12.5 12.5 12.5 11.5-12.5 11.5-12.5 11.5-12,5 11.5-12,5 11.5-12.5 11.5-12,5 11.5-13.5
1944, 11.5-13,5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13,5 11.5-13.5 11.5-13.5 11.5-13.5 11,5-13.5
1945 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11,5-13.5
1946 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 11.5-13.5 14.5-16.5 14.5-16.5 14.5-16 14.5-16 14.5-16 14.5-16
1947 14.5-16 14.5-16 14.5-16 14.5-16 13.5-15 13,5-15 13.5-15 14.5-16 15.5-17 16-18 16-18 16-18
1948 17-18 17-18 17-19 17-19 17-19 17-19 17-19 17-19 18-20 18-20 18-20 18-20
1949 18-20 18-20 17-19 17-19 17-19 17-19 17-19 17-19 17-19 17-19 17-19 17-19
1950 17-19 _17-19 17-19 17-19 16-18 16-18 16-18 _17-19 17-19 17-19 17-19 17-19

Compiled from Bureau of Agricultural Economics, Fluid Milk Prices in City Markets,
Prior to Jan. 1947, prices applicable during early part of the month,

market.

Selling prices are for that quality of milk commonly sold in the
Jan. 1947 through 1950 latest prices in effect up Lo the 10th of the month,



