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FREFACE

This report is based on a study of the "Louisville Fall Premium
RLan" and its effect on seasonality of production in the Louisville supply
area. It is one of a series of studies made by the hfarketing Research
Division of the Agricultural Marketing Service, U. S. Department of
Agriculture, to supply a factual basis for appraising various aspects of
Federal milk marketing programs.

The discussion of the basic implications of the plan and the
analysis of 9 years of experience in the market that introduced this
seasonal pricing method, provide much information which may have appli-
cation in other milk markets that have adopted, or contemplate adopting,
this type of seasonal pricing.

Thanks are expressed to Louis S. Iverson, milk market administrator
for the Louisville area, and to Richard L. Duncan, secretary-manager of
the Falls Cities Cooperative Milk Producers' Association, for furnishing
records which made possible the analysis of responses of individual pro-
ducers. The author also greatly appreciates the criticisms and suggestions
of several members of the staff.

o o

The study on which this report is based was made under the
authority of the Agricultural Iterketing Act (RMIL, Title II).

For sale by the Superintendent of Documents, U. S. Government Printing Office

Washington 25, D. C. - Price 30 cents
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SUMMARY

A new seasonal pricing method, known as the Louisville Fall Premium

ELan, was introduced in 194-3 as part of Federal Milk Marketing Order No. 46

in the Louisville, Ky., marketing area. It called for the accumulation of

a reserve fund of money by deduction of designated rates per hundredweight

of milk delivered in designated spring months, out of which producers

would receive premium payments on deliveries of milk in designated fall

months. This procedure created an incentive for dairy farmers to produce

relatively more milk in the fall than in the spring, thus reducing

seasonal variation in production. Although individual producers are

affected in just the same way as though class prices varied seasonally
by the amounts of the spring rate of deduction and the fall rate of pay-
ment, seasonality in the price to producers is accomplished without
changing the price to handlers or to consumers.

The original rate of deduction—15 cents per hundredweight for the
milk received by handlers—was too low to affect seasonal production of
milk. It was stepped up 5 cents each year, reaching a level of 35 cents

in 1948. The order provided for a deduction of 40 cents per hundredweight
in 1949 and in subsequent years. But testimony of producers indicated
that the 40-cent rate would be too severe and rigid in view of lower
producer prices. The amendment of September 1949 provided a formula
which relates the rate of deduction to the general level of milk prices.

There was a wider seasonal variation in prices to producers for
milk in Louisville under the Louisville plan than in Cincinnati and
St. Louis under different pricing plans. Of the three markets, Louisville
made the greatest progress toward even seasonal production.

From 1950 through 1952 the fall-spring ratios of daily delivery of
milk per producer in the Louisville area ranged from 80 to 82 percent as
compared with 73 to 76 percent for the years 1941 through 1943. This
higher fall production level was attained under fall pasture conditions
varying from extreme drought to excellent.

With few exceptions, the size of the dairy enterprise apparently
was not a deciding factor as to whether or not a producer delivered
relatively large quantities of milk in the fall.

The reduction in seasonality has contributed to more efficient and
stable marketing of milk than existed when the plan was introduced. The
incentive to even out production has been created by shifting a greater
proportion of the total annual value of milk to the months when production
tends to be short; under existing patterns of utilization, the average
annual cost per hundredweight of milk to handlers has remained approx-
imately the same.

Analysis of the Louisville market presented here may provide a
guide in judging the value to other areas of this or some similar plan.

ii



SEASONALITY OF MILK REDUCTION UNDER THE
LOUISVILLE FALL PREMIUM FLAN

By Gertrude G. Foelsch, agricultural economist

SCOFE OF THE ANALYSIS

To provide an incentive for fall production of milk and to ease

the spring surplus problem, the Falls Cities l/ Cooperative Milk
Producers 1 Association, at a public hearing in June 194-3, proposed that
certain changes be made in the pricing and paying provisions of Federal
Milk Marketing Order No. 46. These special provisions for the accumu-
lation of a reserve fund in the spring and for payments out of the fund
in the fall constitute the "Louisville Fall Premium ELan." This new
method of seasonal pricing now (August 1953) has been in effect in
Louisville for 9 full years. Any effects of the plan should have been
discernible within the last few years, even though considerable time is

required before a "producer" 2/ can change his operation from that
typical of a "grassy producer to one typical of an "even" or perhaps a
"fall" producer. /Some problems associated with changing the seasonality
of milk production are treated in reports cited under &, 6, % and 2&)jJ 2/

The chief purpose of this report is to show how the fall premium
plan operates, and to analyze the seasonal pattern of production in the
Louisville area since its inauguration in the spring of 1944. The analy-
sis is based primarily on records that were kept in administering Federal
Milk Marketing Order No. 46. It also includes a comparison of relative
changes in the spring and fall deliveries of producer milk to the
Louisville market with similar changes for the Cincinnati and St. Louis
markets. The federally regulated markets of Cincinnati and St. Louis
were selected because they are rather close by and do not operate under
a fall premium plan. They are located in approximately the same latitude
as Louisville and consequently their seasons of high and low production
occur in about the same months as do those of Louisville.

Information on these specific questions was sought: (l) To what
extent have individual producers in the Louisville supply area responded

i/ "Falls Cities" refers "to Louisville, Ky., and New Albany and
Jeffersonville, Ind. These cities are located at the falls of the Ohio
River; they make up the major part of the Louisville milk marketing area.

2/ Currently (1954) defined as any person who produces, under a
dairy farm inspection permit issued by the appropriate local health
authorities, milk that is: (aj Delivered from his farm to a pool plant;
(U Diverted by a handler to a pool plant or a nonpool plant. (A pool
plant was first defined for the Louisville area under the amendment of
September 1951 to Order No. 4.6.)

2/ Uhders cored numbers in parentheses refer to Literature Cited,
P. 42.

'
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to the plan (size of the dairy enterprise is taken into account); (2) to

what extent has the average seasonal variation in deliveries per producer

and in the market supply of milk from producers been reduced since the

adoption of the plan; (3) how does the record of seasonality in Louisville

compare with that in Cincinnati and St. Louis where this type of seasonal

pricing is not in effect; and (4) to what extent, if any, does the plan

appear to influence producers to deliver milk to the Louisville market in

the months when fall payments are made but not in the spring months when

the reserve fund is being accumulated.

It is recognized that the incentive provided by the plan or by other

pricing devices is only one of several factors which may affect the re-

lationship between the quantity of milk delivered in the months of low

production as compared with the quantity delivered in the months of heavy

production. Some important contributing factors may be: (l) Changes in

the pricing plans under an order; (2) favorable or unfavorable weather and

pasture conditions; (3) changes in the milk-feed and other price ratios;

and (4) changes in the type of producers entering or leaving a fluid milk
market.

This report emphasizes market experiences since the Fall Premium
Plan has been part of the pricing mechanism in Louisville. Interest in
the effectiveness of this seasonal pricing device is widespread because
variations of the plan are in force in a number of Federal order markets
(appendix table 21) and in some milk markets that are not under Federal
regulation. The implications of the plan are discussed in a report by
Roberts (2); and its effect in the Louisville area, based on the records
of a sample group of producers, was analyzed by Roberts and Grayson (1Q).
J&rkets that were operating under fall premium pricing plans in 1952 are
described and compared by Pritchard (*|). Experiences with a fall premium
plan in the Clinton, Iowa, market are covered by Swantz (12).

EVOLUTION OF THE "PEAN"

Previous Attempts to Mset ths Sft^nr^j p™k^

As in many other milksheds, large surpluses of milk in the spring
and early summer months and shortages of milk for fluid requirements in
the fall and winter months frequently occur in the Louisville market.
For many years leaders of the industry, particularly the Jklls Cities
Cooperative Milk Producers » Association, had been striving to get pro-
ducers to reduce the seasonality of production so that it would correspond
more closely to the rather level month-to-month sales of fluid milk
products Before the institution of the so-called Louisville Fall Premium™ *V94?' the I*013^ had been approached in several ways. These
included a base-surplus plan, programs to make producers aware of the

Sfmf™ T the advantages of more even production, and seasonal pricingof Class I and of Class II milk-^nilk used, respectively, for fluid wholeand skim milk and fluid cream products.
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The base-surplus plan apparently did bring about some reduction in

seasonality. It was operated by the Falls Cities Cooperative Milk
Producers 1 Association from February 1932 until the adoption of Federal

License No. 60 in June 1934. Although the license included a base-surplus

plan, it was used for only a few months in 1934- and during the months of

peak production in 1935. Because of the strong opposition of some pro-
ducers, no provisions for this type of plan were included in Federal Milk
Marketing Order No. 46, effective June 1940. For discussions of the base-
surplus plan as it functioned in the Louisville supply area in the 1930 f s

see citations Q, pp. 18-20, H, pp. 69-72, 2A9 pp. 36-38).

Between 1940 and 1943, fuller employment, higher wages, and an
influx of civilians and of military personnel into the Louisville market
area greatly expanded the requirements for fluid milk and cream. The
secretary-manager of the Falls Cities Cooperative Milk Producers 1

Association testified, at the hearing in June 1943, that most of the
increases in deliveries of milk since 1940 had been in the grass or flush
months of the year, but that deliveries in the fall months were not large
enough to meet the growing requirements of the market. Taking on additional
"grass" producers therefore was not the solution. To counteract the
growing fall shortage problem, the producer organization proposed that
Order No. 46 be amended to include provisions for a fall premium plan and,
for the same reason, handlers proposed a " quota-rating" plan. But the
handlers did not push their proposal and they entered no objection to the
spring "take-off" and fall "pay-back" plan of the producers.

Original Provisions of the Fall Premium Plan

Because no precedent existed which might aid in establishing the
initial rate of deduction for the fall reserve fund, this experiment in
seasonal pricing was begun on a modest scale. In April, May, and June of
1944, the market administrator set aside 15 cents per hundredweight from
the total obligations of handlers for milk received from producers
thereby reducing the uniform price to producers by a like amount. One-
fourth of the fund so accumulated was distributed to producers in each of
the months of September, October, November, and December, as part of the
uniform blended price.

The plan operated to bring about a sharper seasonal variation in
returns received by producers without changing the class prices which
handlers paid for milk. Producers approved of this feature partly because
they believed seasonal changes in costs of milk to handlers had not always
been properly reflected in changes in the retail price of milk. Handlers
felt that the demand for fluid milk is little influenced by small changes
in price, so they preferred stable rather than seasonally changing retail
prices. Both groups thought that stable retail prices fostered good
producer-distributor-consumer relationships

.

The plan was conceived simply as a new method of marketwide
seasonal pricing under which individual producers fared the same as they



- 4-

would tinder the commonly used seasonal class price method. It was expected

that the spring rate of deduction, like a seasonal drop in prices of the

same amount, would tend to discourage excessive production in the flush

season, and that the fall rate of payment, like a seasonal rise in prices

of the same amount, would tend to encourage producers to provide larger

supplies during the normal season of low production.

Leaders of the producer association stated that the fall premium

plan would have advantages over a base-surplus plan, as follows: The price

per hundredweight of milk of the basic butterfat content would be uniform

to all producers; producers would receive the fall premium payments just

when they needed cash to buy feed for fall and winter production; the

operation of the plan would not require keeping up an elaborate set of

records for each producer; the rate of deduction could easily be adjusted

to changing market conditions. (J

Modifications

Late in 1944 the order was amended to increase the deduction
rate to 20 cents per hundredweight in April, May, and June, and to provide

for fall payments to be made by separate checks distributed by the pro-

ducer association or the market administrator, in September, October, and
November. Subsequent amendments included provisions for progressively
higher rates, a suspension, and the change, in 1951, from a fixed rate of

deduction to one that is a percentage of the average of the basic formula
price 5/ for the previous calendar year (table l). Since 1951, accumu-
lations are effective in the months of April through July and payments
are made in the months of September through December.

The earlier amendments reflect efforts gradually to establish rates
of deduction that would be high enough to encourage in an effective
manner greater production of milk in the fall months and to discourage
excessive production in tne spring months. The vigorous protests of pro-
ducers to the 40-cent rate in 1949, when they were experiencing a sharp
drop in the blended price as compared with 1948, brought on a hearing
which led to the suspension of the 35- and the 40-cent rates. After
another hearing, the Secretary recommended a fluctuating rate based on
the price level for manufacturing milk. The recommendation was adopted
as part of the September 1949 amendment to the order. On Vky 1, 1951, the
percentage of the rate of deduction to the average basic formula price for
the previous year was raised from 8 percent to 12 percent (table l).

"Experiences in Louisville indicate that the rate of deduction
should have some relationship to the level of milk prices, and that it

U Hearing June 9, 1943. Docket No. AO-123-A3, pp. 68-69. Hearing
records with respect to Federal milk orders are on file in the Office of the
Hearing Clerk, U. S. Department of Agriculture, Washington 25, D. C.

5/ In the Louisville order, the basic formula price for a specific
month was the highest of these alternative prices for manufacturing milk:
Average price at 7 nearby plants; butter-powder formula; average price 18
midwest condenseries; butter-cheese formula. The prices of Class I and of
Class II milk were established at specific differentials over the basic price,
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should be high enough to provide a real incentive for fall production but

not so high that producers will become dissatisfied with the program. A^

fuller discussion of the reasons for the several amendments to the plan is

part of a report on "The Marketing of Milk in the Louisville Area under

Federal Regulation" Q, pp. 190-196).

Table 1.—Successive provisions of Order No. 46 for
the Louisville Fall Premium Flan, 1943-51 1/

Effective date Deduction per
: Months of -

of amendment hundredweight
\ Accumulation

2

•
ftiyment

August 1, 1943 5 15 cents \ April-June incl

•
•

•
« • Sept.-Dec. incl.

December 1, 1944 5 20 cents i Unchanged •
• Sept.-Nov. incl.

May 14, 1946 2/ i 25 cents i

t 30 cents (1947) ,

: 35 cents (1943) i

\ 40 cents (1949
: and thereafter)

i Unchanged •
•

•
•

9
•

•
•

Unchanged

April 1, 1949 s 35- and 40-cent i

: rates suspended
making 30-cent i

i rate effective. j

Unchanged •
•

•
•

•

Unchanged

September 1, 1949 J; 8 percent of the j

average of the j

announced monthly s

basic formula j

: Unchanged •
e

e
e

I

•
»

unchanged

*&y l, 1951

prices for the
previous calendar
year.
12 percent of the
average of the
announced monthly
basic formula
prices for the
previous calendar
year.

April-July incl. : Sept.-Dec. incl.
:

1/ No change since May 1, 1951, at this. writing (August 1953).
on + t,

11

? ^^ aPPUed *&y in May and June 1946, the old rate of2L^^Ji^rt ±n April 19*6 - ™s amendmentVoviSed Sprogressively higher rates in 1947, 1943, and 1949 as indicated.

Compiled from Federal MLlk Marketing Order No. 46, as amended.
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HOW THE HAN OPERATES

Creation and Distribution of the Reserve Fund

The provisions for the accumulation of the fall reserve fund are

found in the section of Order No. 46 which sets forth how the market

administrator computes the uniform price to producers. Under the latest

provisions (amendment of May 1951 ) 9 the fund is accumulated in April,

>ky, June, and July. The amounts set aside during these months are sepa-

rately accounted for as part of the producer-settlement fund 6/ and one-

fourth of this fall reserve fund is distributed to producers in each of the

months of September, October, November, and December. The rate of payment

for any one of these months depends upon the total quantity of milk that

handlers receive from producers during the month. The amount of fall pay-

ment received by an individual producer, for example for the month of

September, depends upon the rate of payment for September and upon the

quantity of milk he delivers to a handler during that month.

In the first year of operation, a fall reserve fund of about

$70,000 was accumulated. With increases in the rate of deduction and in
the quantity of milk delivered in the spring months, and with the addition
of July to the accumulation period, the fall reserve fund, by 1952,
exceeded $4-00,000 (table 2). The size of the fund is fixed and becomes
public knowledge within a month after the end of the spring accumulation
period. Producers have the assurance that they will share in its distri-
bution according to their relative contributions to the market supply
during each of the payment months.

Differences in the cost of producing milk in the spring as compared
with the fall months, the effect of a change in seasonality of production
on annual average costs, and other factors, probably determine whether or
not a producer favors a fall milk production program. A producer's volume
of fall deliveries may be affected not only by the longer-time changes
resulting from changes in freshening dates, but also by his feeding more
or less intensively than usual, by changing his culling and replacement
program so that they affect the average level of production per cow, or by
substantial changes in the size of his herd. All these factors have some
bearing on the seasonal pattern of milk production.

Relation of Fall Rates to Staring Rates

For the market as a whole, it is quite evident that, as the rate
of deduction was increased or decreased, a change in the same direction

6/The total value of a handler's milk at the respective class prices
may be greater or less than his total payment to producers at the uniform
price. The difference is paid into, or drawn from, a "Producer-Settlement"
fund supervised by the market administrator.
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took place in the rate of payment (table 2). It is not so evident that

the ratio of fall receipts to spring receipts also had an important effect

on the fall rate of payment. If R 1 represents the ratio of fall to

spring receipts, the mathematical relationship between the fall rate of

payment and the other factors is:

Fall rate = Spring rate
R 1

From this equation, rates of fall payment were calculated, using

spring rates of deduction of 15, 30, and A5 cents, respectively, and

ratios of fall to spring receipts (R l) within the range of U5 to 120

percent (fig. l). These relationships are evident: (l) With a given

spring rate of deduction, say 30 cents, the fall rate of payment varies

inversely with changes in the ratio of fall to spring receipts—for example,

at the 60 percent point the fall rate is 50 cents and at the 100 percent

point the spring and fall rates are equal j but if the ratio of fall to

spring receipts were to exceed 100 percent, the fall rate of payment would

be less than the spring rate of deduction; (2) the fall rate of payment

increases less rapidly as the ratios of fall to spring receipts become

larger; (3) at a given ratio of fall to spring receipts, doubling the

spring rate of deduction also doubles the fall rate of payment.

Relationships (l) and (2) indicate that the plan offers the
greatest incentive for fall production when a market is farthest from
even production and that the incentive decreases as the goal of even pro-
duction is approached. Relationship (3) indicates that, at a given time,

the incentive may be strengthened quickly by a sharp increase in the
spring rate of deduction.

Relation Between Fall-to-Sraring Ratios of Pates and Receipts

The fall-to-spring ratio of rates is the reciprocal of the fall-to-
spring ratio of receipts . If R 2 represents the ratio of fall to spring
rates, this reciprocal relationship Isu

R 2 = 1
R 1

In 1952, for example, the ratio of fall to spring receipts was 83,1 per-
cent; therefore, the ratio of fall to spring rates would be 120.4 percent.
This is the relationship for 1952 between the average fall rate of payment
of 56.6 cents per hundredweight and the spring rate of deduction of 47
cents.

The Producer's Gain or Loss

The producer's gain or loss, considering only take-off and pay-
back, depends on how his ratio of fall to spring deliveries compares with
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Table 2.—Receipts of milk from producers in the months affected by the Louisville
Fall Premium Plan, monthly and average rates of deduction and rates of
payment, and amounts of money accumulated in the spring months and dis-

tributed in the fall months, 1944-52

lear : Reserve accumulation : Year
: and
: month

: Fall premium payment
and :

month :

Spring
receipts

: Rate of
: deduction ! Amount 3/

1 Fall
: receipts

: Rate of
: payment , Amount 1/

:

:

19U: :

April :

May :

June :

1,000
pounds

14,165
16,951
15

r
540

5, Cents
1 per cwt.

15.0
1 15.0

15.0

1

Dollars

\ 21,250 i

! 25,427 s

i 23.309 s

1944:
Sept.
Oct.
Nov.
Dec.

Total

1945:
Sept.
Oct.

Nov,
Total

1946:
Sept.
Oct.

Nov.
Total

1947:
Sept.

Oct.
Nov.

Total

1948:
Sept.
Oct.

Nov.

Total

1949:
Sept.
Oct.

Nov.

Total

1950:
Sept.

Oct.

Nov.

Total

1951:
Sept.
Oct.

Nov.
Dec.

Total

1952

:

Sept.

Oct.
Nov.

Dec. s

Total 1

\ 1,000
: pounds

1 14,031
: 13,301

12,022
\ 12.468

Cents
. per cwt.

12.5
! 13.2
: 14.6
1 14.0

Dollars

17,496
17,497
17,496

Total : 46,656 15.0
!

: 69,986 ! 17.497
: 5 51

f
822 ! 1?.? 1 6? t986

:

1945: :

April :

May :

June :

17,086
18,790
17

f909

1

: 20.0
! 20.0

20.0

I 34,173 I

: 37,579
1 35.819 1

! 14,141
s 12,620
s 11.275

25.4
\ 28.3
i 31.8

35,962
: 35,752

35.854
Total : £3,785 20.0 107.571 : ?8,0?6 28.3 107.568

1946: i

April :

May
June :

17,722
19,381
18.308

:

i 20.0
1 25.0

25.0

35,443 !

: 48,453 J

45.770 s

I 15,307
13,945
12.555

1

28.0
: 31.0
t 34.0

43,215
43,179
42.735

Total : 23.4 129,666 fL.807 ?1.0 129
r
129

1947: :

April :

May i

June :

17,446
20,610
19.825

t 30.0
! 30.0

30.0

52,340 a

61,830 :

59.474 s

1

! 16,273
1 14,574

12
r494

36.0
40.0
45.0

58,582
58,298
56.230

Total : 57.881 30.0 173.644 : 4? ,341 40.0 173.110

1948: !

April :

May :

June :

18,453
21,306 i

18.492

35.0 !

35.0
35.0

64,587 !

74,572 1

64.721 i

16,498
15,700
14 t469

41.0 1

44.0 !

47.0

67,642
69,081
68.004

Total : 58,251 , 35.0 203.880 s 46.667 44.0 204.727

1949: i

April :

May i

June

21,676

24,170
21.226

30.0

30.0
1 30.0

1 65,030
1 72,509
. 63.678

1 18,554
1 16,900
1 15

,
949

36.0
t 40.0
: 42.0

1 66,795
1 67^99
t 66.987

Total : 67.072 30.0 , 201.217 1 51
f
403 39.0 : 201.381

1950: !

April :

May :

June :

21,887
25,149
23

f
061

26.0
26.0
26.0

56,907 1

65,387 s

59.958 :

20,752
20,187
17.269

29.0
30.0
35.0

60,180
60,563
60.442

Total : 70,0^7 26.0 182.252 1 58 ,208 31.0 - 181.185

1951: :

April :

May :

June :

July :

19,919
25,064
23,251
20.992

26.0
39.0
39.0
39.0

51,790 :

97,750 :

90,679 i

81.867 1

• 19,099
19,099
16,639
17

r
696 -

!

42.0
42.0
49.0
46.0 :

80,215
80,216
81,529
81.404

Total : 89
f
226 ?6.1 322.086 : 72,^3 45.0 1 323.364

:

1952:
April :

May :

June :

July :

22,586
25,574
21,859
20.742

47.0
47.0
47.0
47.0

106,154 1

120,196 ;

102,739 :

97.490 :

19,576
13,564 J

17,975 :

19.343 :

55.0 i

57.0 :

59.0 s

55.0 :

107,669
105,812
106,053
106.389

Total : 90.761 47.0 426.579 : 75.458 j 56.6 : ^5.923
2/ The difference between the reserve fund and premium payment represents the yearly accumulation

of balances.

Compiled from Annual Report, 1952. Federal MLlk teirketing Order No. 46,
reported pool figures, subject to audit.

Data for 1952 compiled from
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the ratio of fall to spring receipts for the market as a whole. If D 1
represents a producer's ratio of fall to spring deliveries, the following

equation applies:

producer f s fall payment = D 1

Producer's spring deduction R 1

= 1 x D 1
R 1

The relationship may be shown graphically as a straight line with
slope = l/R 1> as in figure 2. For example, if R 1, or the market ratio,

equals 80 percent, and D 1, or the producer's ratio, also equals 80 per-
cent, then the producer's fall payment will equal 100 percent, or the

same as his deduction in the spring months. 2/

Because of differences in seasonal patterns of production among
producers in the Louisville area, the fall premium plan has widely varying
effects upon individual producers, corresponding to the relationsnips shown
in figure 2. Producers who deliver no milk to the market during the months
in which fall payments are made receive neither a regular nor a premium
check J producers whose fall deliveries are a smaller percentage of their
spring deliveries than the average fall-spring ratio for the market, receive
less in fall payments than was deducted from their returns in the spring
months | producers who contribute at the average market ratio break even;
but producers whose fall-spring ratio of deliveries is higher than the
ratio for the market draw proportionately more out of the fund than was
deducted pro-rata from their returns in the spring months.

In other words, producers who do a better-than-average job of
supplying milk to the market in the short months receive relatively the
largest rewards. They are affected in just the same way, and to the same
extent, as though class prices varied seasonally by the same amounts.
Producers who enter the market after the spring accumulation period also
share in the fall distribution. They, too, make a contribution to the
market supply when it is most needed, and their absence from the market
during the flush season means less surplus milk to lower the blended
price to producers who remain on the market.

RESPONSES OF INDIVIDUAL iRODUCERS

One method of evaluating the effectiveness of the plan in the
Louisville milkshed is to analyze the responses of individual dairy
farmers to its incentives. This analysis calls for an answer to two

--- I, ,

2/ The sum of money equal to a producer's spring delivery multi-
plied by the rate of deduction is referred to as his deduction. This does
not imply that he has an equity in the fund. The rate of deduction is
analogous to a drop in price in this respect as in others. (See 3, p. 38.

)
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major questions: (l) What changes took place between 194-5 and 1949 and
1950 in the proportions of spring and of fall producers; (2) did a

relationship exist between the size of the dairy enterprise and the
ratios of November to rfey deliveries.

Records of deliveries by individual producers were not available
for any year prior to 194-5. The Falls Cities Cooperative Milk Producers 1

Association supplied data on deliveries of their members in Msiy and
November of 194-5. In addition about 170 unorganized producers delivered
milk in 194-5, but their individual records are no longer available. The
market administrator supplied data on deliveries of both organized and
unorganized producers in May and November of 194-9 and 1950. 8/

The years 194-9 and 1950 were selected because spring and fall
pasture conditions in both years were good to excellent and this was also
true of 194-5. The analysis of deliveries by individual producers is con-
fined to the high and low months of production because, to include the
other months of the "take-off" and "pay-back" periods would have multiplied
the task beyond the facilities of the office, probably without changing
the general conclusions.

Aggregate Performance

In each of the years 194-5, 1949, and 1950, approximately one-
third of the producers delivered between 50.0 and 74.9 percent as much
milk to the Louisville market in November as they had in the previous fey
(table 3). But the proportions on either side of this peak changed sig-
nificantly between 1945 and the later years, particularly in the groups
delivering 25.0-49.9, 75.0-99.9, and 100 percent or more (fig. 3). The
consistent shift of producers from the lower percentage categories to the
higher indicates that there was a favorable response to the plan. In
1945, for example, 25.5 percent of the producers delivered 75 or more per-
cent as much milk in November as in Na.y. In 1949 and 1950 the comparable
percentages were 31.4 and 35.7, respectively.

Wide differences among producers in their relative deliveries of
milk in November are shown. Some producers who delivered milk in >fey
made no delivery the following November, whereas, at the other extreme,
a number of producers delivered more milk in November than they did the
previous May.

Size of Dairy Enterprise as a Factor

The highest number of producers were in the group that delivered
between 5,000 and 9,999 pounds of milk in Ifey of each of the given years;

8/ A chi square test indicates that membership in an organization
had no significant bearing upon the ratio of November to Ifey deliveries
of individual producers. Data for 1945, representing organized producers
only, therefore are compared with data for 1949 and 1950, representing
both organized and unorganized producers.
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Table 3.

- H-

•Number and percentage of producers delivering specified
percentages of milk to the Louisville market, in November

as compared with Msty, 1945, 1949*, 1950

November delivery :

as percentage of !

Mav delivery !

1945 !1 1949 i 1950

i

Less than 25.0
25.0-49.9
50.0-74.9
75.0-99.9
100 or more

s Number

79
: 71
: 441
: 483
: 248
: ,.118

Percent i

5.5 :

4.9
30.6
33.5
17.3
8.2

: Number

\ 96
i 85
: 510
: 662
i 359
s 260

Percent :

4.9 I

4.3 :

25.8 i

33.6 i

18.2
13.2 •

Number

: 95
85

i 469
i 703
s 436
; 314

Percent

4.5
4.0

22.3
33.5
20.7
15.

Total i 1,440 100.0 : 1,972 100.0 :

<

: 2,102 100.0

Computed from records of the Falls Cities Cooperative Milk Producers'
Association and of the market administrator.

next in numerical importance were those in the group who delivered between
10,000 and 14,999 pounds (table 4). The latter group, however, was
relatively smaller in 1949 and 1950 than in 1945. There was a slight
upward trend in proportions in the 15,000-19,999 group, and "large pro-
ducers" (delivering 20,000 pounds or more) were considerably more important
in 1949 and 1950 than in 1945. The proportion of "small producers"
(delivering less than 5,000 pounds) fluctuated from 9.4 to 11.3 percent.
The average delivery of milk in May 1945 was 11,256 pounds j corresponding
averages for 1949 and 1950 were, respectively, 12,300 and 11,835 pounds.

The ratios of total November to May receipts by handlers in the
Louisville market area in 1945, 1949, and 1950, were, respectively, 60,
bo, and 69 percent. Producers whose ratios of November to May deliveries
fell within the range of 60.0 to 69.9 percent therefore were taken asbelonging to the average group; that is, those who would receive about as

TIL 1" ^1 Premimi Payments in November as had been deducted pro rata

mtWn ifZJZST? &
ll
^assified ^ si™ «* delivery, no insistent

£»? «is indicated for the average group either for any one of the

SS Lll ^Tn ?**! (table 5) * ^P^es to the incentive of theplan were similar in all size groups because, between 1945 and 1949 and

oS of the
e
i^9

tL
an^195°' T" WOdUCeTS ln **<* size group, sSf?edout of the less than 60 percent, or below average, classification.

Those who were most likely to deliver milk in May but not in

EtoS^tJV2ss"o?;<»sss less than
a?

00^ in ^i„~~ t ^ .

raw-os oi iuu percent or more. This nrotwhiv ?<*largely a reflection of the fact that, with a smail Sra,"SrttttL of
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Table 4-.—Number and percentage of producers delivering milk to

the Louisville market in Why, by size of delivery,

194-5, 194-9, and 1950

Bounds of i

milk delivered
in fev :

: 1945 : 1949 ! 1950

Less than 5,000 ;

5,000-9,999 J

10,00O-H,999 !

15,000-19,999
20,000 or more

, Number

157
. 536

438
; 188
; 121

Percent i

10.9 S

37.2 !

30.4 i

13.1 i

8.4

Number

i 186
• 720
: 539
! 274
: 253

Percent •

9.4 :

36.5
27.4 '

13.9
12.8

! Number

: 238
: 777
: 554
s 295
: 238

Percent

11.3
37.0
26.4
U.0
11.3

Total i

<

1,440 100.0 i 1,972 100.0 : 2,102 100.0

Computed from records of the Falls Cities Cooperative MLlk Producers *

Association and of the market administrator.

one cow or a difference in the freshening date of one cow will have a
pronounced effect upon the fall to spring ratio. The percentage of pro-
ducers having November to fey ratios of 100 percent or more declined
steadily as size of herd increased.

Small differences in the percentages of November-to-fey deliveries
among the size groups may be due to random influences such as weather or
feed conditions rather than to a reflection of response to the incentive
of the plan. This possibility was not ignored in evaluating the responses
of small, average, and large producers x*ho received relatively large
premium payments in November of the given years (table 6).

In general, the percentage of producers in each size group in the
70.0-99.9 percent delivery classification did not differ significantly
from comparable percentages in the total or "all producers" classification,
Size of enterprise apparently was not an important factor as to whether

?J
n
2i t Producer achieved a November-fey delivery ratio in the range of

the 70.0-99.9 percent classification.

+>, i

But™bM alread^ been observed in the patterns shown in table 5,the large differences between the percentage of producers in each sizegroup in the 100-percent-or-more delivery classification and comparable

rSSef?orVs*^ Pr°,dUCerS;
«"»**<**« again suggesTK'it

fJUT? v. *\\ SD
^
ller Prod"** (probably by addition to or subtraction

S^h S^lS de
}
iVer aS "^ °r more a*1* in the si>ort as in^neflush months, than it is for a large producer to achieve a like record.

m , u
In

^
each of the selected years, some producers delivered milk inNovember but not in fey. **>re than one-half of these SEs^Sivered
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Table 6.—Number and percentage of producers in each size group
whose ratios of November to May deliveries were greater
than average, and number and percentage of all producers

in each size group, 1945, 1949, and 1950

Year and pounds
\

! November delivery as a percentage of ;

: May delivery ; All
produce

of milk
delivered in May

]

s 70.0-99.9-percent:! 100-percent or- : srs

; classification ;smore classification:

i Number of !Number of : Number of
snroducers Percent:;producers Percent'snroducers Percent

1945:
Le3S than 5,000 : 30 8.6 :: 36 30.5 : 157 10.9
5,000-9,999 : 142 40.7 : 47 39.8 s 536 37.2
10,000-14.,999 : 103 29.5 '

: 20 17.0 s 438 30.4
15,000-19,999 : 47 13.5 .: 11 9.3 : 188 13.1
20,000 or more ! 27 7.7 : L 3.4 : 121 8.A

Total :
• 349 100.0 : 118 100.0 t 1,440 100.0

1949:
:

Less than 5,000 : 39 8.2 : 63 24.2 : 186 9.4
5,000-9,999 ! 171 36.1 : 112 43.1 : 720 36.5
10,000-14,999 ; 120 25.3 i: 53 20.4 : 539 27.4
15,000-19,999 : 63 13.3 : 23 8.8 : 274 13.9
20,000 or more .: 81 17 t l : 9 3.5 i 253 12.8

Total :
! 474 100.0 : 260 100.0 ' 1,972 100.0

1950:
Less than 5,000:: 52 9.0 : 80 25.4 •: 238 11.3
5,000-9,999 i: 209 36.3 i: 129 41.0 ,: 777 37.0
10,000-14,999 :: 160 27.8 ;s 58 18.4 .1 554 26.4
15,000-19,999 i: 78 13.5 i: 28 8.9 :s 295 14.0
20,000 or more :i 77 ,

13.4 s 20 6.3 :; 238 11.3
Total i 576 100.0 i

•

315 100.0 :

<

; 2,102 100.0

Computed from records of the Falls Cities Cooperative ItLlk Producers 1

Association and of the market administrator*
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less than 5,000 pounds; in fact, there was a decided concentration of

producers in the 2 smaller size groups (table 7). No producer, who

delivered in November but not in May, delivered as much as 20,000 pounds

in all.

Table 7.—Number and percentage of producers delivering milk in
November but not in May, by size of delivery, Louisville

market area, 1945> 1949, and 1950 y
Pounds of :

milk delivered :

in November \

! 1945 I\ 1949 !i 1950

Less than 5,000 i

5,000-9,999
10,000-14,999
15,000-19,999
20,000 or more

: Number

! 5S
i 36
! 12
: 2

!

Percent \

53.7 !

33.3
11.1 !

1.9

i Number

! 80
: 62

! 9

I 3
s

Percent :

51.9 i

40.3
5.8
2.0

: Number

: 80
: 61

! 5

! U
:

Percent

53.3
40.7
3.3
2.7

Total \ 108 100.0 i 154 100.0 ! 150 100.0

Computed from records of the Palls Cities Cooperative Milk Producers 1

Association and of the market administrator.

SEASONALITY OF E10DUCTI0N IN THE LOUISVILLE,
CINCINNATI, AND ST. LOUIS SUPPLY AREAS

In the preceding section, effects of the Louisville fall premium
plan were analyzed in terms of individual and total developments over a
period of time among producers serving the Louisville marketing area.
Another standard of analysis is a comparison of total spring and fall
deliveries in Louisville with corresponding deliveries in other markets.

Wide Seasonal Price Spreads in Lmiisv^ lg

The Cincinnati and St. louis Federal milk marketing orders do not
incluae a "take-off" and "payback" provision for reducing surpluses in
the spring and increasing supplies in the fall, but the pricing schemes
used in these cities, nevertheless, include incentives to more uniform
production These are: (l) Seasonality in basic price; (2) seasonality
in differentials; (3) seasonality in utilization. These obviously could
be either more or less effective in bringing about more uniform productionthan the pricing scheme, plus the fall premium plan, applied in the
Louisville market.
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A review of the pricing methods that have been effective in each of

the three markets shows that there are substantial differences in the

seasonal pricing schemes set up in these markets. Because prices of manu-

factured dairy products have a seasonal pattern, Class I price series,

which are derived from formulas including or based upon prices of manu-

factured dairy products, also vary seasonally. The Class I prices paid

by handlers in Louisville and in St. Louis, for example, have varied

seasonally since 194.0 because they were related to the price of butter

and (later) to prices of other dairy products. But, until December 1946,

the Cincinnati market operated under a series of fixed minimum Class I

prices which did not provide any seasonal differences.

Differentials over a basic price may or may not be used as a means

of injecting seasonality into the pricing system. Differentials have
been included in the pricing provisions for Class I milk in St. Louis
since December 1941, in Louisville since June 1942, and in Cincinnati
since December 194-6. The differentials for the St. Louis market con-
sistently have supplied stronger incentives for greater fall and winter
production (and thus for greater seasonal uniformity) than those for
either Louisville or Cincinnati (table 8) # In fact, with the exception
of the period September 194-8 through April 1949, various flat rather than
seasonal Class I differentials were in effect in Louisville after the
adoption of the fall premium plan.

For the most part, the pricing methods in the three markets for
milk used in Class II, or cream products, differed from those for milk
used for Class I products only in that the differentials over the basic
prices were smaller. Handlers generally pay less for milk diverted to
Class III products in the months of heavy production than in the months
of low production. These various seasonal price patterns together with
seasonal changes in the relative quantity of milk from producers that was
utilized in the respective classes, create the seasonal patterns of the
blended price to producers. In Louisville, however, the seasonal returns
to producers are also sharply modified by the provisions of the fall
premium plan.

From 1945 through 1951 producers delivering milk to handlers in
Louisville under the plan were paid a lower average price per hundred-
weight of milk containing 3.8 percent butterfat during April-June and a
higher price during the period September-November than were producers
delivering milk of the same butterfat content to handlers in Cincinnati
and St. Louis. The fall-spring price relationships for Louisville
consequently were substantially higher than for either Cincinnati or
St. Louis (table 9). During the war and early postwar years, the fall-
spring price ratios fluctuated widely, but for every given year the
Louisville price structure provided a stronger price incentive for
reducing the seasonality of production than did the price structure for
either Cincinnati or St. Louis. It might reasonably be expected, there-
lore, that the seasonal pattern of production for the Louisville market
would show a stronger trend toward more even production than either theCincinnati or St. Louis markets.
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Table 8.—Various Class I price differentials over basic formula
prices in effect since January 1, 1944> under the
Louisville, Cincinnati, and St. Louis Federal milk

marketing orders

Effective Applicable
i months

s Class I nrice differentials
dateJL/ i Louisville : Cincinnati : St. Louis

i Dollars Dollars Dollars
i per cwt* uer cvrt. per cwt.

Jan. 1, 1944 i Apr.-June ; 2/ K 0.80
i July-Nov. 2/ K 1.10
i Dec.-Mar. 2/ y 0.90

Dec. 1, 1946 i All months t
i 1.15

July 27, 1947 i Apr*-July *
• 1.05

: Aug.-Mar. i 1.35
Sept. 1, 1947 5 Apr.-July r 0.90

; July-Nov. ! 1.35
; Dec.-Mar. ; 1.10

May 1, 1948 i April
5 May-July 1948
: Aug. -Mar.

1.05
1.35
1.35

Sept. 1, 1948 \ Apr.-Aug.
i Sept.-Mar.

i 1.05
: 1.25

Nov. 18, 1948 : Nov. 18-Dec. 1948
i Jan. -Mar. 1949

1.81
1.33

Dec. 1, 1948 5 Apr.-July j

: Aug. -Mar. \

1.05
1.35

Apr. 1, 1949 I: Apr. -June j

July-Dec. j

Jan.->fer. s

0.90
1.35
1.10

May 1, 1951 ! All Months
1 1.25

Sept. 1, 1951 \ Apr.-July
s

Aug. -Mar.
j

U 1.05
4/1.35

Oct. 1, 1951 ! Oct. 1951-Feb. 1952 i5/1.69 6/1.79
Sept. 1, 1952 j Sept. 1952 j2/1.69 2.21

Oct. 1952 s2/1.69 2.21
Nov. 1952 s2/1.69 2.21
Dec. 1952 j2/1.69 2.04
Jan. 1953 :2/1.69 6/ 1.79
Feb. 1953 i2/1.69 6/1.79

1/ Applies only to markets that show a change in the differential.
No entry indicates that differentials remained unchanged.
2/ FLat differential of $1.05 per hundredweight in effect.y Fixed Class I price of $3.55 per hundredweight in effect.U Plus or minus wa supply-demand adjustment."
jy Because of drought conditions an emergency increase of $0.44 per

hundredweight in effect during indicated months. Regular differen-
tials in effect after February 1952.
6/ "Not less than $1.79."
2/ Because of drought conditions an emergency increase of $0.44 per hun-

dredweight added to regular differential of $1.25 per hundredweight.

Compiled from respective Federal milk marketing orders, as amended.
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Daily Delivery per Producer

Trends in Fall-Spring Milk Delivery Ratios in the Selected Markets

In the Louisville supply area (and very likely also in the Cincinnati
and St. Louis areas), the monthly average of daily deliveries of milk per
producer represents a composite of milk production on a diversity of farms,
some having relatively small herds, others having large ones; some with am-
ple grasslands, others on which extensive feeding is practiced; some on
which dairying is the major enterprise, and still others on which it is

only a supplemental source of farm income. The average quantities of milk
delivered daily per producer in each of the selected markets show both a
recurring seasonal pattern and an irregular annual increase (appendix
tables 17, 18, and 19 )• According to these deliveries, it would appear
that the average size of the dairy enterprise in the Louisville area is
somewhat larger than that in the St. Louis area, and considerably larger
than that in the Cincinnati area.

For purposes of this analysis, attention is concentrated upon the
adjusted ratios between average quantities of milk delivered daily per
producer in the fall payment months and quantities delivered in the spring
accumulation months (table 10 and fig. 4). In 4 out of the 5 years from
1940 through 1944, the fall-spring milk-delivery ratios for St. Louis were
highest, those for Louisville held the middle position, and, for each
year, those for Cincinnati were lowest (fig. 4). All the ratios were
relatively low in 1945, St. Louis and Louisville showed about equal re-
covery in 1946, and from 1947 through 1952 Louisville held the highest
position. The ratios for St. Louis showed an irregular downward trend
between 1940 and 1947, but have shown yearly increases since 1947. The
ratios for Cincinnati are without any sustained trend. Despite drought
conditions in the fall of 1952, Louisville maintained a fall-spring
delivery ratio of more than SO percent but, for the first time since 1946,the ratio for St. Louis was practically as high as that for Louisville.

For the pre-plan years of 1940^43, the September-November deliveries

fllZ TT
,
^^^ville, Cincinnati, and St. Louis averaged, respec-

tl S"
7

'
^• 5,

T
73,*» and 77 ' 9 Percent °f the April-June deliveries

io?5 tn •

#

^!^SV±lle milkshed the average fall-spring ratio for1947-50 increased to 76.1 percent. In contrast, comparable average ratiosfor Cincinnati and St. louis of 71.9 and 73.2 pSpoMt^iS^,^^lower than in the earlier period. Each year beginning ^thl^Tlkefall-spring delivery ratios for Louisville have been higher than'its pre-plan average fall-spring ratios. Cincinnati exceeded its earSer lleZTerecord only in 1950 and St. Louis only in 1952.
earner average

encoura^f^Si
16 f^?^™ **** Ran ™* designed not only to

s^nTS^oSSiS S
1?^ S80 *° CheCk «* Murage excessive
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Table 10.—Average daily spring and daily fall delivery of milk per

producer, and fall delivery as percentage of spring de-

livery, Louisville, Cincinnati, and St. Louis marketing

areas, average 194-0-43, and annual 1940-52

AYera£9 dailv delivery txar nroducer

Year Louisville :
r'in fiinnflt^,

: St. Louis

!4pr
t
-June.jSeDt. -Nov.

:

Apr,-June :SeDt.-Nov.

s

Apr.-Jum
Pounds

ssSept.-Nov.

: pounds Pounds 5 Pounds RBJflAs i Pounds

1940-43 av. .i 310 231 ! 158
i

116 !. 263 205

194-0 i: 289 217 1; 144 105 s 246 199

1941 i 314 239 i: 153 116 :: 269 214

1942 :s 325 242 i, 166 121 : 275 197

1943 : 312 227 :; 169 121 !: 263 209

1944 s 312 257 J 174 144 J; 281 234

1945 s 356 252 i: 205 145 i: 321 232

1946 : 368 274 i: 211 142 i 339 255

1947 : 375 272 i 208 146 : 348 238

1948 s 364 280 [ 209 147 : 336 250

1949 i 375 277 i 221 156 \ 353 261

1950 : 362 294 : 220 168 s 353 269

1951 0/357 2/296 0/223 2/158 4/360 2/271
1952 :l/362 2/296 Li/234- S/ 1?6 4/353 2/294

sSept.-flov. deliveries} as a nercentaee of Acril-June deliveries
• Louisville ! Cincinnati s St. Louis

Year

ladiu^tedl^^^ a/1
: Un-
;adjusted \

Adjusted 1/
! Un-
:adiusted

jAdjusted l/

t Percent percent [Percent Percent [Percent Percent

1940-43 av. i 74,5 I 73.4 _
i

: 77.9
1940 \ 75.1 72.0 : 72.9 70.7 : 80.9 77.3
1941 i 76.1 74.8 : 75.8 72.7 i 79.6 78.7
1942 \ 74.5 76.0 : 72.9 72.2 s 71.6 73.2
1943 i: 72.8 72.8 i: 71.6 70.6 ; 79.5 76.8
1944 i: 82.4 76.9 i: 82.8 76.0 i: 83.3 77.7
1945 :\ 70.8 69.6 .I 70.7 69.7 i! 72.3 70.3
1946 i 74.5 73.8 : 67.3 67.8 (s 75.2 74.2
1947 ii 72.5 73.6 j: 70.2 70.0 i. 68.4 69.6
1948 :i 76.9 75.8 i 70.3 68.4 :

• 74.4 72.6
1949 ; 73,9 75.2 i 70.6 70.7 i 73.9 73.9
1950 s a.2 81.0 ; 76.4 75.5 : 76.2 75.7
1951 (J i 82.9 82.2 : 70.9 69.3 : 75.3 76.1
1952 U i a.

8

80.4 I 75.2 71.8 : 83.3 80.1

2/ September through December as per amendment to Order No. 46.y Adjustment was made for upward trend in size of daily deliveries per
producer by expressing the average of deliveries for September-November as
a percentage of the average of deliveries for the previous and following
April-June periods.

(J September-December deliveries as percentage of April-July deliveries
(periods effective under Order No. 46 since May 1951).
Computed from reports of the respective xuarKBt administrators. Monthly

data are shown in appendix tables 17, 18, and 19.
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upward trend for the fall months. Between 1945 and 1949, in Louisville,

the spring and fall trends kept close together but in Cincinnati and

St. Louis the trend for the spring months rose to higher levels than

that for the fall months (fig. 5). Apparently during those years the

plan served to check, in the Louisville milkshed, a rather general tend-

ency towards greater seasonality in production. From 1950 through 1952

the" spring trend in Louisville remained about level but the fall trend

rose to higher levels, indicating that both objectives of the plan were

being attained to some degree. During the same period the tendency to

greater seasonality in Cincinnati and St. Louis was checked.

Pasture Conditions and MLlk-Feed Price Ratios as Seasonal Factors

Since 1945 good to excellent pasture conditions have prevailed

each year in each area during the April-July period, thus providing a

natural stimulus to heavy spring production (table 11 ). But only in

1945, 1949, and 1950 could the same be said with respect to fall pasture

conditions. Of the 9 years under review, Louisville experienced 5 years
of favorable fall pasture conditions, Cincinnati 4 years, and St. Louis
6 years. The greater progress made in the Louisville area in reducing
seasonality of production therefore cannot be ascribed to uniquely fa-
vorable pasture conditions in the months of August through November. In
the fall of 1951, because of drought conditions, pastures in the Louisville
and Cincinnati milksheds were much poorer than indicated by the given
Statewide averages. In the fall of 1952, all three milksheds experienced
severe and prolonged drought conditions. The data show that relatively
high levels of milk deliveries in the fall months were associated both
with good and with poor pasture conditions.

Although the grazing period in the Louisville supply area usually
extends into November, many of the producers also feed roughage and con-
centrates in the fall months. The intensity of feeding in the area
generally is inversely related to pasture conditions, but is directly
related to the ratio between the price the producer receivers for milk
and the price for feed.

A local milk-feed price ratio is available only for the St. Louis
area. For this reason, the regional ratios which include, respectively,
Kentucky, Ohio, and Missouri, were used to compare relationships between
milk prices and feed costs in the selected areas (table 11 ). Because of
the broad extent of these regions, the milk-feed price ratios should be
considered only as approximations. Furthermore, the price of milk sold
wholesale (one of the components of the milk-feed price ratio) is a
weighted average of the prices paid for milk sold off farms at wholesale
both for fluid and for manufacturing purposes. For a given area, this
composite price is lower than the "uniform" or blended prices paid to pro-ducers who supply the fluid milk markets within that area. It followsthat the purchasing power of milk in terms of feed is higher in the
Louisville, Cincinnati, and St. Iouis supply areas than is indicated bythe respective milk-feed price ratios shown in table 11. In 1950, and 1951
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TRENDS IN SPRING AND FALL
DELIVERY OF MILK*

Louisville, Cincinnati, and St. Louis Marketing Areas

% OF 1940-43

100--;

LOUISVILLE
Sept.-Dec. _

/

J I I L

Apr.-June
I I I L

\
Apr.-July

J I

140

120

100

- CINCINNATI

/
4C^' f

W 1

/ *
-

i i i 1 1 1 1 1 1 1 1

1940 1945 1950 1955
* AVERAGE DAILY DELIVERY PER PRODUCER

U.S. DEPARTMENT OF AGRICULTURE NEC 75-53 (12) AGRICULTURAL MARKETING SERVICE

Figure 5.
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Table 11.—Average pasture conditions and milk-feed price ratios, and
fall-spring ratios of daily delivery of milk per producer,

Louisville, Cincinnati, St. Louis, 1944-52

v___ i Pasture conditions l/ !t Milk-feed :

price
! ratios 2/ j

' (Auff.-Nov. ) i

: Adjusted fall-spring
xear
and

market

5

April-

!
July

; Aug.-
Nov.

! ratios of daily de-
! livery per producer
i 3/

i fercepj Percent £vo£&a. Percept

1944:

i

>

•

Louisville \ 77.5 61.8 I 1.46 i 76.9
Cincinnati i 86.8 56.2 i 1.42 \ 76.0
St. Louis ; 86.8 71.5 : 1.64 i 77.7

1945: i

Louisville i 93.8 82.0 I 1.48 ! 69.6
Cincinnati i 91.5 82.8 ! 1.41 i 69.7
St. Louis i 93.1 87.0 : 1.66 : 70.3

1946:
Louisville I 93.2 88.5 ! 1.38 i 73.8
Cincinnati ! 91.8 73.2 \ 1.47 : 67.8
St. Louis i 93.8 82.3 ii 1.59 i 74.2

1947:
Louisville I 83.8 88.2 I 1.24 I 73.6
Cincinnati i 86.5 88.5 s 1.06 s 70.0
St. Louis i 85.3 72.9 i 1.12 i 69.6

1943:
Louisville i 83.8 68.2 ! 1.56 ! 75.8
Cincinnati : 90.8 79.5 i 1.40 i 68.4
St. Louis \ 86.0 84.0 i 1.56 i 72.6

1949:
Louisville ! 88.2 85.8 1 1.58 \ 75.2
Cincinnati i 89.2 83.0 i 1.32 t 70.7
St. Louis s 87.9 90.7 : 1.51 i 73.9

1950:
Louisville \ 87.0 95.5 1 1.40 i 81.0
Cincinnati

i 85.3 89.0 ! 1.21 i 75.5
St. Louis

: 82.4 90.0 : 1.36 ii 75.7
1951:

Louisville
1 80.5 73.5 i 1.48 i 82.2

Cincinnati j: 89.3 70.5 s 1.28 ; 69.3
St. Louis !

1952: ;

i 86.0 95.1 j 1.38 i 76.1

Louisville j 83.0 51.5 ! 1.44 ! 80.4
Cincinnati j 88.0 66.2 s 1.34 i 71.8
St. Louis j 83.5 64.4 s 1.46 s 80.1

a m, ?
n Pasture conditions in Kentucky, in Ohio, and an average of conditions

in mssouri and Illinois were used, respectively, for the selected markets. Per-
centages have these meanings with respect to "normal": 80 percent or more, good

o7Zllent
*
65-80, V°or t0 fair > 50-65, very poor; 35-50, severe drought.

rJi * ? concentrate ration equal in value to 1 pound of whole milk sold byfarmers to plants and dealers. Milk-feed price ratios for the S. Central States,
tli\ C

!
ntra

f
Spates, and W. N. Central States were used, respectivelv for the

SSSftSftSi ,582 gyST"* do »ot ~°«* ^ -SS AllV^r
jZ deliveries^

***' SePtember-Decem^ deliveries as a percentage of April-



- 28 -

for example, the special St. Louis "Feed and Milk Ratio" was at a higher

level than the milk-feed price ratio for the West North Central States and

differences between the 2 series varied by months and from year to year

(fig. 6).

On the average, during the period 1935-44, 1 pound of whole milk

sold by farmers in the South Central States (including Louisville) was

equal in value to 1.4.5 pounds of concentrated rations. Corresponding

averages of 1.34 pounds and 1.60 pounds applied, respectively, in the East

North Central States (including Cincinnati) and in the West North Central

States (including St. Louis). The respective averages for 194.3-51,

however, were 1.50, 1.30, and 1.45 pounds; that is, even without taking

account of fall payments, a relatively high purchasing power for milk in

terms of feed obtained in the region which includes the greater part of

the Louisville supply area. During each of these years the fall-spring

milk delivery ratio for the Louisville area was substantially higher than

comparable ratios for the other cities (table 11 ). Apparently fairly

high milk feed price relationship© and extra fall payments under the plan

encouraged some producers in the Louisville area to emphasize fall

production of milk. Possibly a shift to more even production would be

stimulated if the pricing mechanisms included a provision which gave pro-
ducers advance assurance that compensating payments would be forthcoming
whenever the milk-feed price ratios for the fall and winter months were
much below average. The fall premium payments and the probability of a
temporary increase in the Class I price under Federal milk marketing
orders when conditions warrant such action, partially perform that function,

Average Daily Supplies of I£Llk from Producers

Two Factors Affecting Supply

A handler has two ways of modifying his average daily supply of
milk from producers t (l) By influencing established producers to increase
or decrease the quantity of milk they deliver daily to his plant; (2) by
taking on new producers or, in case of an oversupply, by discontinuing to
receive milk from some producers. With an increase in the population of
the Louisville metropolitan area from 451,000 in 194,0 to 575,000 in 1950
and with a pronounced increase in the demand for milk during that decade,
the requirements of the market for milk rose sharply. As the demand for
fluid milk and cream increased, established producers gradually expanded
their dairy operations and more and more new producers entered the market.
These factors brought about increases in daily market supplies at all
seasons of the year. Average daily receipts from producers increased
from 366,000 pounds in 1940 to 667,000 pounds in 1952 (appendix table 17).

Seasonal Indexes of Receipts from Producers

So far the analysis has been focused primarily on production
performance in the spring and fall months which was affected by the
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Louisville plan. Had the fall-spring milk delivery ratios been approxi-

mately 100 percent for each of the years under review, it would signify

that production had been seasonally uniform, that there had been no

alternate periods of market surpluses and shortages (at least during

these two seasons when such extremes usually occur )| and that fall short-

ages (assuming a stable demand) were not a problem. But seasonal indexes

of daily market supplies for the periods 194-0-43, 1944-4-7, and 1948-51

(trend removed) for each of the selected markets suggest the difficulty

that handlers encounter throughout the year in attempting to balance a
variable supply against a relatively stable demand, and to utilize
effectively the personnel and facilities of their plants (fig. 7). Al-
though the year-by-year fluctuations for a given month, in the supply of

milk—usually associated with vagaries of weather—created real problems,
these generally were less important than disturbances in normal operations
of handlers created by the wide seasonal changes that occurred within a
year. To narrow this seasonal range in receipts, of course, is the primary
objective of the Louisville Elan.

During 1944-47, the years when the plan was getting under way, the
seasonal index of receipts for Louisville differed but slightly from the
pattern in 1940-43* In 1948-51* however, there was noticeable progress
toward more even production for the Louisville area. This is indicated
by the fact that, both in the summer and in the fall, the monthly indexes
have moved closer to 100 percent (fig. 7). Indeed, April and Vky are the
only months that show little change in the level of production under the
plan, probably because milk yields of cows freshening in the fall and
winter months remain relatively high through the following spring. (See

12, p. 27. )

The trend toward less seasonality in the Louisville market in 1948-
51 is in contrast to some widening of the seasonal swing in both the
Cincinnati and St. Louis areas (fig. 7 and table 12). The change in the
seasonal marketing pattern for St. Louis may be associated with the taking
on of a large number of producers in a new area (2, 4, pp. 33-38). The
fact that the average seasonal range narrowed only in the Louisville area
suggests that, without the incentive to greater fall production provided
by the plan, the surplus and shortage problems in the Louisville area
probably would have been worse.

Significance of Reducing Seasonal Distortions

What is the significance of the record made by Louisville producers,
under the plan, in terms of economical milk marketing? During 1951 an
average of 2,066 producers delivered 236,275,486 pounds of milk to 28
handlers in the Louisville marketing area. If there had been no variation
in supply from month to month, the 28 handlers would have received a total
of about 19,700,000 pounds of milk per month, or an average of about
700,000 pounds per handler. If the 19,700,000 pounds had been only enough
to meet the demand for fluid milk and fluid cream products (including an
adequate reserve) then, indeed, an ideal fluid milk market situation would
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SEASONALITY OF MILK RECEIPTS*
Louisville, Cincinnati, and St. Louis Marketing Areas,

1940-43 \ 1944-47, and 1948-51

SEASONAL INDEX
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NEC 77-53 (12) AGRICULTURAL MARKETING SERVICEU.S. DEPARTMENT OF AGRICULTURE

Figure 7.
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have existed. A minimum of high-cost producer milk would have been

diverted to manufactured products, handlers 1 facilities would have tended

to be used to capacity at all seasons, and consumers could have enjoyed
prices that reflect more efficient marketing conditions and possibly also
more efficient production conditions than those that prevailed. 2/

Table 12.—Change from 194-0-43 to 194-8-51 in seasonal range and in
difference between low and high point of monthly indexes
of daily delivery of milk per producer in Louisville,

Cincinnati, and St. Louis markets

City
: Seasonal range s

Difference between j

low point and :

hi^h point i

•Change in dif-
: ference from
; 1940-43 to

! 19Z.0-Z.3 s 1Q2.S-TL j! 1,940-Z.? : 19A8-51 :! 1948-51

Louisville
Cincinnati
St. Louis

i Percent

: 79.9-123.5
i 80.0-126.7
i 85.0-118.6

Percent i

83.4-123.3 !

76.7-131.8 !

79.9-123.3 !

Percent

! 43.6
i 46.7
: 33.6

Percent j

39.9
55.1 \

43.4 :

! Percent

i - 3.7
:

+ 8.4
: + 9.8

Computed from reports of the respective market administrators.

These hypothetical conditions are represented by the "no seasonality11

data given in table 13. In reality, however, the average monthly processing
capacity required by the market for the April-June period of 1951 was
4,466,000 pounds greater than in the September-November period. The average
receipts in the spring months of 1951 were 3,045,000 pounds greater and
average receipts in the fall months were 1,421,000 pounds less than the "no
seasonality" average of 19,700,000. This would have meant (under the as-
sumption of an average monthly requirement of 19,700,000 pounds of milk
for fluid uses) that in the spring months a "home" had to be found for
about 354,000 gallons of milk and that in the fall months an average re-
quirement of about 165,000 gallons had to be filled. Any handler seeking
an outlet for supplies, or a source of additional supplies, may approach
a number of handlers, so that a small surplus or shortage may create the
illusion of a much larger surplus or shortage and arouse a feeling of in-
stability throughout the market.

2/ Reports with respect to some areas indicate that under good
management, including good feeding practices, fall, winter, and even
dairying can be more efficient than spring and summer dairying, mainly be-cause annual production per cow usually is higher (l, 7. 12). But areport pertaining to the Boston milkshed indicates that even dairyingwould somewhat reduce the annual quantity of milk produced on a farm (6).Even though it might be possible to demonstrate that costs should be lowerwith even or fall production patterns, there is reason to suppose that

™S!f' °? the
*l

e
ZfZ

e
>
are following the seasonal patternsthat theyconsider most profitable, that is, lowest cost.
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Table 13.—Seasonal difference in receipts from producers and in

average processing capacity required by handlers under

specified circumstances, Louisville marketing area, 1951

Circumstance

1951 receipts

Assuming:
No season-
ality

1943 season-
ality 1/

Average monthly
receipts from
probers

fpr.-June;Sept.-Nov.
1,000
pounds

1,000
pounds.

22,745 18,279

19,700 19,700

23,482 17,119

Average capacity
required per

nandler
Apr.-June :Sept.-Nov,

1,000
pounds

812

700

1,000
pounds

653

700

Seasonal differ-
ence in capacity

required by
Msirket :Handler

1,000 1,000
pounds poinds

4,466 159

839 611 6,363 228

1/ In 1943 average receipts per month in the April-June and in the

September-November period were 119.2 and 86.9 percent, respectively, of

the average for the year, as compared with 115.5 and 92 # 8 percent,

respectively, in 1951.

Based on market data as reported by the market administrator.

Greater instability would have prevailed, however, if the seasonal

amplitude had been as large in 1951 as it was in 1943. Under those con-

ditions (again assuming average monthly requirements of 19,700,000 pounds),

the additional surplus in the spring would have been about equal to the
combined quantity of milk received monthly by 3 or 4 of the small handlers
in the Louisville area. Unless additional emergency supplies had been
obtained from other markets, the increase in the fall shortage would have
required that about 100 farmers incur the costs to become producers for
the fluid market and that these costs would be part of the cost of market
supplies throughout the year. Loss of some efficiency in the use of
transportation facilities also might be involved. These comparisons in-
dicate how the fall premium plan contributes to marketing efficiency g nri

stability.

Records of the Dairy Herd Improvement Association indicate that
adopting a different freshening program not only changes the quantities
of milk delivered by a producer from month to month but also changes the
total quantity which he delivers during the year (15). Purthermore,
changes in the annual blended price accompanying a change in the seasonal
pattern of production for the market probably would have an effect on the
total number of producers who delivered milk to the market. Both factors
probably would affect total annual production.
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Hypothetical average annual returns to producers under three

assumptions as to seasonality and utilization are shown in table 14. With

one exception, it was assumed that annual receipts remained at the 1951

level of 236,275,000 pounds. It appeared most realistic to adjust monthly-

receipts and values under different patterns of seasonality by changing

the quantity of milk utilized in Class III products. Class III utilization
of milk in Louisville in 1951 ranged from 4.9 percent in November to 33.6
percent in June; the average for the year was 21.4 percent. In distrib-
uting this surplus according to the respective assumptions (table 14) the
monthly values of receipts were either raised or lowered because of changes
in the quantity and in the butterfat content of milk in the respective
classes.

Table 14©—Estimated values per hundredweight of milk and estimated
average annual returns per producer under specified

circumstances, Louisville marketing area, 1951

Circumstance
Annual
receipts

VAT™ of sat 1 1

Total Per hun-
Average annual
returns per
producer 2/

1951 data

Assuming:
I
II

III

1,000
pounds

236,275

236,275
236,275
218,289

1,000
dollars

11,898

11,860
11,946
11,264

Dollars

5.04

5.02
5.06
5.16

Dollars

5,766

: 5,743
s 5,789
s 1/ 5,903

I The 1943 seasonal pattern had applied in 1951.
II Even production of about 19,700,000 pounds of milk a month

in 1951.
Ill Class I and Class II utilization as reported in 1951 j Class III

utilization 15 percent of total receipts each month.

1/ Estimated values based on 1951 monthly and total receipts, average
monthly butterfat tests, and class prices for 3.8 percent milk adjusted
by the respective monthly butterfat differentials that applied to Class I,
Class II, and Class III utilization of milk.
2/ An average of 2,066 producers delivered an average of 1,144 hundred-

weight of milk in 1951.
2/ Assuming that average deliveries per producer remained at 1,144 hun-

dredweight but that producer numbers decreased from 2,066 to 1,908.

In Case I the average return to producers in 1951 would have been
almost as large under the 1943 seasonal pattern as it was under the reduced
seasonal pattern that actually prevailed in 1951. The benefit to the
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average producer was largely the intangible, but important, benefit of

greater market stability under the reduced seasonal pattern. Those pro-

ducers who helped to narrow the seasonal range in receipts in 1951 by

delivering relatively large quantities of milk during the fall payment

months received the higher fall prices on a sizable part of their pro-

duction and earned comparatively large fall premium checks.

Case II assumes the same total production evenly distributed
through the year. But with the market carrying an annual average surplus
substantially in excess of fluid requirements, the effect would be an
average annual return only slightly higher than the return producers
received in 1951#

With a more even seasonal pattern the market could function with
a smaller average reserve over fluid requirements* In Case III the
quantity of surplus milk each month was assumed to be 15 percent and
total receipts were reduced accordingly. Under these conditions the
annual average price to producers would be increased to $5*16 per hundred-
weight without any change in class prices. Assuming the same annual
deliveries per producer, the market could be supplied by 1,908 producers
instead of 2,066.

A decline in the number of producers is not necessarily incon-
sistent with an increase in the average annual price from $5.04 to $5.16
per hundredweight of milk. The higher price would be brought about by a
change in seasonality at presumably greater costs of production (see 2/>
p. 32). Under the Fall Premium ELan some producers receive an average
annual price that is lower and some a price that is higher than the market
average, the price received depending on whether their production patterns
have more or less seasonality that the average for the market. Spring
producers would tend to leave the market because their annual average
price would be less attractive, relative to prices in outlets not having
a plan. Some producers would be attracted to the market by the oppor-
tunity of qualifying for a higher-than-average price. But because of the
added costs of a fall production pattern, the quantity of milk attracted
to the market would be less than the quantity leaving the market. A
further factor affecting the level of total supplies would be whether or
not handlers consider the processing of surplus milk too profitable to
forego.

THE PLAN AND CHANGES IN NUMBER OF PRODUCERS

(be method of adjusting total market receipts would be to take on
producers in the fall, and let them go in the spring. The effect of the
Louisville plan on the seasonal price relationships between the Louisville
market and other milk plants accessible to dairymen around Louisville may
influence some producers to use other outlets for their milk during the
take-off" period and may attract some to the Louisville market for the

"pay-back" period.
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Four Variables Affect Tota] Number of Producers

The total number of producers serving the Louisville market from

month to month (appendix table 20) is modified by the number of new,

discontinuing, excluded, and reinstated producers. Producers are excluded

from the fluid market when inspection shows that their milk does not meet

the health requirements for milk used for Grade A pasteurized milk; they

are reinstated when, upon inspection, their production again meets the re-

quirements of the milk ordinance.

During 1941-52 new producers entered the market in all months of

the year, but the largest percentage entered in the first half of the

year (table 15). Kentucky has a relatively high proportion of tenancy,

ranging, in 1950, from 10 to 43 percent in the principal counties of the

Louisville milkshed. The relatively heavy concentration of new producers

in the January-June period may be explained by two factors: (l) Most

farm-tenant leases expire on March 1, and (2) "grass" producers enter the

market in the spring months. The high number of producers who discontinued

delivering milk to the market in the January-March period and again in the

September-December period, probably reflect spring moving and other farm-

management factors, and fall declines in production*

Degradings generally were highest in the hot summer months when
special care is necessary to keep the bacterial count below the maximum
permitted, and the quality up to required standards. This is the season,
however, when field and harvesting work is heaviest and some producers
are likely to spend less time and labor on their dairy operations. In
particular, the health authorities find that inadequate cleaning of milking
machines is a frequent cause of higher bacteria count. Owing to early or
late seasons, some shift in the peak period may occur. After a producer
has been excluded from the fluid market, he must correct the cause for
that action and then must apply for and "pass" a series of inspections in
order to be reinstated. This sequence introduces a time-lag. In most of
the years under review, the peak of exclusions fell in the July-August
period but the peak of reinstatements fell in the August-September period.
Although the direct relationship between these categories is recognized,
it was thought that the incentive of fall premium payments might induce
some speeding up of reinstatements, particularly during August and Sept-
ember, but this does not seem to have been the case.

Aside from these general characteristics, a few "unusual" con-
ditions affected producer numbers during some of the years since the plan
became effective. The most obvious was the approval, in the late fall of
1948 and through 1949, of a number of producers delivering milk to a
receiving station at Carrollton, Ky., and their transfer to Covington-
Newport, Ky., markets in January 1951. Furthermore, as pointed out in
the annual reports for 1952 of officials of the Falls Cities Cooperative
Milk Reducers • Association &), the relatively wide spread between the
blended price paid to producers and the prices paid by nearby manufacturing
plants (associated with an emergency increase in the price of Class I milk
from September 1952 through February 1953, because of severe drought)
attracted aaditional producers to the Louisville market. An added factor
was the sharp break in the price of beef cattle.
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Producer Numbers Reveal a Seasonal Tfrtforn

After removal of the long-time upfward trend in total number of

producers (appendix table 20), seasonal patterns for the period 194-0-43,

1944-47, and 1948-51 are as shown in figure 8. Because, for the short

run, producer numbers usually are fairly stable, a wide seasonal swing is

not to be expected. But, even though the patterns do not deviate more

than 2 percent from 100 percent in either direction, a seasonal difference

in the number of producers is indicated by the fact that the low point

occurs early in the year and the peak during the months of heavy production.

This was the general pattern in 1941-43 and also for the years since the

plan has been in effect. But, except for the sharp dip in February which

is associated with the withdrawal of the Carrollton plant, the seasonal

pattern for 1948-51 shows a lower peak during the flush season and a more

sustained level during the fall months than do the patterns for the

earlier periods. This change may in part reflect the timing of some pro-

ducers (with respect to the "take-off" and "pay-back" periods) in entering

or leaving the market.

New and Discontinuing Producers

The health authorities know that, in recent years, a small number

of producers, located in the part of the Louisville milkshed which over-

laps the Cincinnati milkshed, have left the Louisville market in early
spring and delivered their milk to the Cincinnati market during the flush
season, returning to Louisville for the short period. The Louisville and
Cincinnati health authorities accept each other *s producer ratings, making
it comparatively simple for producers, strategically located, to switch
from one market to the other. Such in-and-out action of a few producers
is not necessarily detrimental to the interest of regular producers
serving the Louisville market because the blended price to continuous
producers on this market is higher than it would be if the " in-and-outers"
were on the market during the flush season, ,/For comments on this point
with respect to the Clinton, Iowa, market see (12, p. 157 )*/

Data for 1950 and 1952 indicate that the decisions of some pro-
ducers with respect to the market they would use probably were associated
with the Louisville fall premium plan (table 16). (The data for 1949 and
for 1951 are not representative because of the actions with respect to
the plant at Carrollton, Ky. ) During the "take-off" periods in 1950 and
1952, a smaller than average percentage of new producers came on the
market, but larger than average percentages left the market. Relation-
ships with respect to the "pay-back" periods are less consistent, probably
because other factors outweighed the incentive of the plan. In the fall
of 1950, for example, producers were extremely dissatisfied—the blended
price was no higher than that of the previous year, but farm wages and
the price of feed had advanced considerably after the invasion of South
Korea. Furthermore, the prices of beef and dairy cattle at the Bourbon
Stockyards in Louisville were high enough to bring about close culling and
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Table 16.—Percentages of new and of discontinuing producers, by-

periods associated with the fall premium payment plan,

averages 1941-43, annual 1949-52

Class and period
\

1941-43 :

average :
1949 ! 1950

New producers:
January-torch
April-June
July-August
September-November
December

Percent ;

22.6 !

36.6 s

12.8
21.3
6.7

Percent :

28.2
34.2
10.2
21.6
5.8

Percent

30.1
31.4
16.2
18.9

i 3.4
Total 100.0 100.0 : 100.0

Discontinuing producers:
January-torch
April-June
July-August
September-November
December

i

i

35.6
15.3
16.9
23.7
8.5

29.0
l 10.2

17.2
\ 35.5
i 8.1

1 30.4
: 19.1
! 11.3

30.4
8.8

Total I 100.0 ! 100.0 : 100.0

Class and period
: 1941-43
i average ; 1951

!

1952

New producers:
January-torch
April-July
August
September-December

i

Percent

22.6
4^.7
6.7

28.0

• Percent
!

! 24.7
36.2

i 8.7
: 30.4

i Percent
i

29.4
8 29.5
i 10.9
: 30.2

Total i i 100.0 I 100.0

Discontinuing producers:
January-torch
April-July
August
September-December

-35.6

! 22.9
9.3

: 32.2

46.6
i 19.3

7.1
27.0

I 31.4
i 28.0
: 8.2

32.4
Total 5 100.0 : 100.0 : 100.0

Computed from reports of the Louisville health authorities, as shown
in the annual reports of the market administrator.
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even the liquidation of some daily herds. Under those circumstances, fewer
than average new producers came on the market in September through November

of 1950, but a greater than average number of producers left the market.

In the fall of 1952—when (due to drought) the Class I price was augmented

by an emergency increase of 44 cents per hundredweight, the fall premium
payments averaged 57 cents per hundredweight, and the price of beef cattle

had leveled off—a greater than average number of producers entered the
market and shared in the fall premium payments. The fact that some in-
and-outers were among the group caused little comment. Probably the regu-
lar producers realized that, by relieving the market of some surplus milk
during the flush season and by supplying milk during the short season,
the in-and-outers had helped to bring about more even production.
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Table 21.—Provisions of fall incentive plans in effect in Federal

Milk Order Markets, October 1953

Marketing area

Columbus, Ohio

Greater Kansas City

Sioux City, Iowa

Topeka, Kans.

Louisville, Ky.

Dulutb-Superior

Omaha-Lincoin—
Council Bluffs

Sioux Falls-Mitchell

Dayton-Springfield

Deductions per

hundredweight
of milk in

months of accu-
mulation--

Months of

—

Accumu-
lation

Payment
Method of payment

1/35 cents :Apr.-July: Oct.-Dec,

:

: :

: :

40 cents

20 cents

4.0 cents

2/ 12 percent of
av. of basic
formula prices
for previous
year

8 percent of
pool value for:

each month of
accumulation

Ditto

Ditto

Apr.-20 cents
May -35 cents
June-35 cents
July-30 cents

sApr.-July: Oct.-Dec.

x

:May-June :Sept.-Nov.

:Apr.-June : Oct .-Dec.

:Apr.-July:Sept.-Dec,

May-July : Oct.-Dec.

:Apr.-June :Sept.-Nov,

:May-July :Sept.-Nov.

:Apr.-July : Oct.-Dec.

\2/ Fund divided by

3; pro rata pay-

ments made to
producers each
payment month

Ditto

Ditto

Ditto

;2/ Fund divided by

4 j pro rata pay-
ments made to
producers each
payment month

One-third of
fund included in
uniform price
computation each
payment month

Ditto

Ditto

Ditto

1/ Applies to Class I and Class II milk but not to Class III milk.
2/ The rate of fall payment for each designated month depends upon the total

receipts of graded milk that month; the amount received by an individual pro-
ducer depends upon the rate of payment and the quantity of milk which he
delivered during the month.

2/ Amounted to 50 cents per hundredweight in April through July of 1953.

Compiled from Federal milk marketing orders in effect in the respective milk
marketing areas.








