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To the Members of the 93th Legislature:

The Legislative Research Committee hereby has the
pleasure of submitting to you a part of its report on
activities for the past two years. This report relates
to the problem of milk control. Findings and recommenda-
tions relative to other matters assigned to the Committee
by action of the Legislature will appear in subsequent
reports,

The Committee was unfortunate in the loss of two
of its original members, the late Representative George
D. Pullen and the late Representative Leroy M. McCluskey.
In their deaths, the State of Maine hag lost much valued
leadership. We of the Committee gratefully acknowledge
our indebtedness to their wisdom and their contributions
to the work of the Committee.

It is the hope of the Committee that the informa-
tion contained in this report will be of service to the

Members of the 98th lLegislature.

LEGISLATIVE RESEARCH COMMITTEE

By: Roy U. Sinclair, Chailrman,
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MILK CONTROL LAW

ORDERED, the Senate concurring, that the Legislative Research
Committee be, and hereby is, requested to study and survey
the operation of the Milk Control Law, particularly as it ap-
plies to the buying and selling of milk: and be it further

ORDERED, that the Committee report to the‘next Legislature
the result of its study with such recommendations as it
deems appropriate.

Part T,

INCEPTION AND DEVELOPMENT OF STATE MILK CONTROL LAWS

IN GENERAL,

The concept of state control of milk pricing is not predominent-
ly‘characteristic of the majority of states; neither is it
uniform in application., The fundamental purposes and policies
underlying respective state enactments are substantially
similar, though materisl variations exist with respect to the
extent of control as well as in the complexity of statutory
provisions, The concept of state price control as an instru-
ment of legislative policy owes its origin to the emergency
conditions prevalent during the depression of the 1930!'s.

The New York legislature, in April 1933, was the first of a
number of states to establish a state milk control program,
acting on the report and recommendations submitted by a

Jjoint legislative committee specially created to study
problems confronting the state milk industry. As enacted,
the New York law established a state milk control board with
sufficient regulatory powers for the control of the state

milk industry at all levels. During the several years that

followed, other states enacted milk price control legislation,
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Maine adopted its law on February 27, 1935. Each of the state |
milk control laws enacted during the 1933-1935 period pro- |
vided for wholesale, retail and producer price controls and

almost without exception were adopted only as a temporary

expediency, nearly all including a specific expiration date.

The effect of improved economic conditions following the de---

pression resulted in the repeal of a number of state milk

control laws, the remaining states continuing controls at

elther the producer or the producer and retail levels, The

tendency of states in recent years to adopt milk price con-

trol legislation has become negative, resulting in few such

enactments.

CONDITIONS PROMPTING ENACTMENT,

The accepted reasoning advanced as justification for the
original adoption of the several milk control laws is the
adverse economic effect of the depression period, Such
reasoning does not suffice to pin-point the actual respon-
sible factors. Nelther does it serve to clarify the rela-
tive maghitude of conditions which impelled state adoptions.
An objective analysis of possible causes leads to the con-
clusion that essentiglly original milk control legislation
may be attributed to the following depression factors:
Inadequate returns to producers; deterioration of collective
bargaining among producers; ruinous competition and unfair
practices; and threat to public health and welfare. Rach

of these factors will be discussed briefly in the order
mentioned,

1. INADEQUATE RETURNS TO PRODUCERS.

The exigencies of the period prior to enactment of
—— D L.
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control legislation which emerged in a general economic
crisis likewise had a corvesponding effect on the
producers' market, Prices of milk and other related
and unrelated da.ry and farm products continually de-
clined during thé pveriodkin contrast with a dispro-
portionately slower reduction in wages and other costs,
Taxes and fixed payments on existing indebtedness
remained practically constant., The net effect was

the impairment ;of herds and inadequate property
maintenance, Liquidation of capital assets was
difficult or impossible and the prevailing low »rices
of farm products afforded no opportunity to engage in
other agricultural enterprises, The demand for non-
agricultural employment was nearly non-existent.

DETERTORATION OF COLLECTIVE BARGAINING,

The superior strength of collective hargaining to

insure more adequate returns was an accepted fact to

the majority of producers during the interval immediate-
ly preceding the depression, It was during this period
that classified price and pooling arrangements to con-
trol milk surplus likewise had their origin., The ad-
vent of the depression and attendant reduction in con-
sumer income effectively disposed of the stable price
structure and regsonable returns formerly secured by
collective bargaining. For a short time, producer
associations were able to maintain fluid milk prices,
though returns for mlilk surplus succombed much earlier
to competitive prices. Under the collective bar-

gaining arrangement, producer associations and asso-
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ciation dealers were responsible for the producerst
milk surplus, the producer receiving a so-called
"Dlend" return Tased on production use, With the
ever-increasing disparity between fluid and milk
surplus prices, the 'blended’ return to producers
gradually fell below the prevailing fluid milk price,
Non-affiliated dealers, unburdened by the problem of
milk suvrplus, buy.ng from other producer gources in
accordance with their need, were thus in a »osition to
buy at a substantial margin over the "blend" price

and still process for fluid sale at a lower cost., From
a competitive standpoint, the non-affiliated dealer
vained an advantage over the dealer buying at classified
prices, being in the position to pass on cost savings
to the consumer in the form of reduced prices or

price discounts, Eventihally, these conditions broke
down association fluid milk prices, but not until after
membership had substantially declined and the associa-
tion's role in collective bargaining had bheen seriously

curtailed.

RUINOUS COMPETITTION,

As a corollary to the decreased effectiveness of collec-
tive hargaining, and a corresponding lossg in market
stabllity, the milk markst became dominated by drastic
competitive practices. An extraordinary period of
price-cutting followed in the wake of reduced consumer
income and a substantial decline in milk sales, Dis-

tribution costs remalned relatively high, despite the

A




fact that milk sold at ruinously low prices, Pro-
ducers, with the collapse of collective bargaining,
were particularly hard hit and had little market
protection. Price wars and milk strikes were prev-
alent and unemployment became commonplace. The situa-
tion was further aggravated by additional competition
from former employees selling milk at reduced prices

as peddlers or subdealers,

I=

THREAT TO PUBLIC HEALTH AND WELFARE,

The effect of disorganized market gtability. re-empha-
sized the importance of inherent dangers to public
health existing in the absence of a sound milk market.
Inadequate returins to producers were manifesgted in a
general lowering of quality and a tendency to disregard
sanitary and health requirements. The intense com-
petitive stiruggle fermented price wars, strikes and
other disorders, Likewise, to reduce costs of pro-
duction, marketing and distribution, producers and
dealers indulged in unfair and destructive trade
practices--ultimately to the detriment of the public

at large.

C. PURPOSE OF THE LAW,

To counteract the tendency of economic instability purportedly
latent in the milk industry, many of the several states, from
time to time, have expediently adopted remedial lexislation.
Reasons and purposes justifying such enactments have been
variously defined, but few with the exactitude found in the

preamble to the millk control law of the State of Alabama

-5 ea




(Code, 1940, Title 22, $205), which is as follows:

"It is hereby declared that milk 1s a necessary
article of food for human consumption; that the
production and maintenance of an adequate

supply of healthful milk of proper chemical

and physical content, free firom contamination,

is vital to the public health and welfare,

and that the production, transportation, process-
ing, storage, distiribution and sale of milk, in
the State of Alabama, 1s an industry affecting

the public health and interest: that unfair, un-
Just, destructive and demoralizing trade practices
have been and now are being carried on in the pro-
duction, marketing, sale, processing and distribu-
tion of milk, which consgtitute a constant menace
o the health and welfare of the inhabitants of
this state and tends to undermine sanitary regu-
lations and stancards of content and purity, that
health regulations alone are insufficient to
safeguard the ‘consuming public from future inade-
gquacy of a supply of this necessary commodity. that
it is the policy of this state to promote, foster
and encourags the intelligent production and
orderly marketing of commodilities necesaary to

its citizens, including milk, and to stabilize
marketing of such commodities:; that fluld milk

is a perishawn’le commodity zasily contaminated
with harmful bacteria, which cannoct be stored

for any great lenzth of time and which must he
produced and dzstr.buted fresh daily, which

supply cannot be regulated from day to day, but,
due to natural and seasonal conditions fluctuates
from day to day:; that this surplus millk, though
necessary and unavoidable, unless regulated, tends
to undermine and destroy the fluid milk industry;
that investigation and experience has shown that,
due to the nature of milk and the conditions sur-
rounding its »nroduction and marketing, that unless
the producers, distributors and others engage in
the marketing of milk are guaranteed and nsured

a reasonable profit on milk, that hoth the supply
and quality of millk are affected thereby to the
detriment of and against the bhest interest of the
citizens of this state whose health and well-cing
are vitally affected thereby: that where no super-
vision and regulation 1s provided for the orderly
marketing of milk, past experience has shown that
in flush seasons of production, when surplus millk
1s great and the wnrice which producers and others
are able to obtain for milk is below the cost of
production, that ofttimes strikes invade the
market, followed by bomblngs and bloodshad,

which ofttimes prevents the consuming public from
receiving an adequate supply of pure and whole-
some milk necessar-y for its health and well-being:




that, due to the nature of milk and the conditions
surround:nz its production and marketing, the
natural law of supnly and demand has heen found
inadequate to protect the industry in this ana
ofther states of tihe Unifted States, and that, in
the public intewr=st, 1t 1s necessary to provide
state supervigion and regulations of the fluid
milk industry of tihis state,"

The foregoing statement of facts, pollcy and application
of this law is hereby declared a matter of legislative
determination.,

The emergency preanmble to the act creating the original
Maine Milk Control Board ( P,L., 1935, c¢. 13), though obviously
less comprehensive in detall, sought to remedy essentially
the same abuses, It states that:

"Whereas, the distribution and sale of milk and
cream within this state 1s a business affecting
the public health, welfare and general intevest
of all the people of the state,; and

Whereas, unfair, cestructive and uneconomic
practices in the business of sard distribution
ana sale of mlillz and cream have developed which
Tthreaten the disruntion of =said business and
great loss to all persons engazed in said
business and which create a situation which
cannot be adequetely controlled and remedied

by existing statubtes..........."

In substance, the generally accepted purposes of centrol
legislation seek to insure adequate supplies of milk of
proper guality, to eliminate unfa’r and desgtructive trade
nractices, to uphold sanitary regulations and standards, to
avoid surplus production and assure reascnable »nrafit To

maintain both supply and quality,

GENERAL CONTROL PROVISIONS,

gla-

=

he responsible ceuses for ultimatz state control leg
tion created similar proilems in many of the several states,
The measures evolved to combat these prevailing conditions
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generally took substantially the same Tform, and as a con-

sequence, shared in a number of common cenominators, RFifteen

states currently estanlished minimum producer prices: Alabama,

California,

Connecticut, Florida, Georgila, Maine, Massachusetts,

Montana, New Hampshire, New York, North Carolina, Pennsgylvania,

Rhode Island, V:rmont and Virg:nia. Eleven of these [ifteon

states also establisned pirices at the wholesale and retail

levels: Alabama, California, Flor:da, Georg:a, Maine, Montana,

New Hamnshire,

Virginia,.

Pennsylvania, Rhode Island, Vermont and

The control laws of the iffeen states establ shing minimum

j») e pri are essentiall miform ¢ o wasic definitions
producer prices are esgentially unifoim as t© & efinitions

and provisions.

1. BASTIC DEFINITTONS,

a .

d,

Congumer. Any person or azency, other than a

milk dealer, who purchases milk for consumption
or use.

dealeir and hroker.

Digtributor, Any person purchasing milk and
distributing the same within the state for
fluid consumption.

Licensee., Any person holding a license firom

the regulatory agency.

Market or marketing area. Any city, ftown or
community of the state, or two or more of

the same, designated by tihe regulatory apency
as a natural marlkating area,

Milk, Fluid milk and cream gold for consump-
tion as such.

Person, Any person, firm, corporation, assocla-

tion ov other unit.
Producer, Any person producing mwll: for

TTuid consumption within the State selling the
same only to distiibutors,

e 8 -




i, Producer-Distributor, Any person both
produec-ng and distributing milk for fluicd
consumption within the State.

2. BASIC PROVISTONS.,

4. Bonding, Alabama, California, Connecticut,
Georgia, New York and Pennsylvania require
milk dealers to post a bond to insure prompt
payment of producers,

Cooperation., Agency empowered to confer,
cooperate and enter into agreements with
other state and federal authorities for the
purnose of achieving uniform milk control,

=

c. [Dgualization Pool, California, Connecticut
and New Yorli provide for uniform producer
prices to be pard to all producers supplying
distributors in marketing areas afifected by
pooling of returns of all such milk,

d. Excess Production. Alabama, Georgia and
Massachusetts orovide one minimum pi:ce
for hase milk, and a lower minimum price
for excess milk or the milk produced above
the base needs.

e, Licensing. Distributors required to be
Ticénsed by regulatory agency which has the
authority to grant, refuse, suspend or
revoke a license according to prescribed
standards.

f. Mediation and Arbitration. Alabama, Florida,
Maine, Magsachusette, Moritana, New Jersey,
New York, North Carolina, Rnode Island and
Virginia provide that the regulatory agency
may act as mediator or arbitrator in any
controversy concerning fluid milk which may
arise among producers and distributors.

g. Price Fixing. Alabama, California, Floiida,
Georgla, Maine, Massachusetts, Montana, N.w
Hanmpshire, New Jersey, Pennsylvania, Rhode
Islancd, South Carolina, Vermont and Virginia
provide {or minimum wholesale and retail
prices. All seventeen states provide for
minimum producer prices.

h. Regulatory Apgency. Agency established with
power to investigate, supervise and regulate
the millt industry.

1. Reports and Records. Licensees recuired to
submit reports: the law either listing the
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records to be kept or empowering the
agency to reguire such records as are
nccesgary or bhoth,

J. Rilght of Intry and Inspection. Agency to
have access and right of enftry at reason-
able hours in all places where milk is

handled, and to inspect or copy books and
records,

k., Rules and Regulations, Agency to adopt,
promulgate and enforce rules and regulations
necessary for administration of the law,

1. Subpooqau, Agency empowered to subpoena
witnesses, administer oaths and compel the
production of books and records.

m, Terms of Payment. Calilornia, Connecticut,
“Georgia, I[Tew Hampshire, New Jersey, Pennsyl-
vania, South Carolina and Vermont provide
for agency supervision of the methods and
dates of payment to producers,

n, Unfalr Trade Practlces. Law may list unlawful,
practices or practices which shall be suf-
ficient cause to refuse, sugpend or revoke
a license, Agency may be authorized to
establish codes of fair trade practices or
to prohibit unfair trade oractices.

INCONSISTENT CONTROI, PROVISIONS,

The milk control laws of the states of Arkansas, Idaho,
Louisiana, Nevada, Ohlo, Tennessee, Texas, Washington and
Wisconsin are largely inconsistent with the characteristic
patterns usually typical of such ligislation., Nonetheless,
these states by their various enactments retain certain de--
grees of control over given phases of thelr milk industry.
A Dbrief resume of the pertinent provisions appears helow:

1. Arkansas. Sale of milk at wholegsale or retail levels

below a price determined ina specified manner is
unlawful; likewise, certain prohibited trade practices.

no

Idaho, Digcrimination between sections or communities
T @ITHET by (a) buying at a higher price in one section
or community than is paid by the same firm in another
section or community, or (b) selling at a lower price
in a section or community than is charged by the same

- 10 -



firm in another section or community declared
unlawful: likewise, certain prohibited trade practices,
including monopoly and unfair competition.,

Louisiana. Much of the Louisiana Milk Control Act
of "I938 was held unconstitutional. Those provisions
held constitutional relate to audit of distributors!
accounts to enforce the sale of milk in the classi-
fication in which it was purchased.

Nevada. The Nevada control law, while substantially
similar to the typical control acts, does not establish
or provide for price-~-fixing,

Ohio, Provides for weighing and testing of millk,
dealer financial respongibility and adoption of
a method to guarantee producer payment.

Tennessee, Delines and declares unlawful certain
trade practices,

Texas. Provides for a code of fair trade practices
To éliminate unfair competition in milk production
and distribution.

Washington., Act expires September 30, 1956, Pro-
vides for minimum producer prices during emergency
periods not to exceed 90 days. A given area not

to be redesignated as an emergency area until the ex-
piration of 30 days,

Wisconsin. Provides for dealer financial responsibil-




TABLE T.

SUMMARY OF PROVISIONS,

POWERS OF AGENCY PRICE FIXING

Regu- : Sub- Li- Medi- Coop- Entry Rules :Price Whole- Excess
lating :poena cens- ation era- and and : to sale Pro-
Agency : ing Arbi- tion nspec- Reg- :Pro- & duc-
: tra- Othsr *tion ula- :duc- Retaii tion
: tion States tions :erx
Alabama X I X X X X = X : X X b's
Arkansas* : : X
California x : X X s % x : X X
Connecticut X © X X X X X <
Florida X : X X X X X X : X X
Georgia X T X hid e X X P X X pre
Tdaho* X : :
Louisiana® hie : X X :
Maine X : X X X X X : X X
Massachusetts X T X pie X X X X T X xx¥ X
Montana X : X x X X X X X X
Nevade X T X X X X :
New Hampshire X T X X x X 3 T X X
New Jersey X S b X X X X : X X
New Yoric X I X X X X X X : X
Nerth Carclina X X X X X X X : X
Ohic¥* : :
Pennsylvania X t X X X X : X X
Rhode Island X T X X X bie X X T X hid
So. Carolina bid : X X X X T X pid
Tennessee* : :
Texas¥ X : X :
Vermont X : X X X X X T X X
Virginia X T X X X X X X : X X
Washington¥* X : b T X X
YVisconsin*. : :
* Containing certain contrsl features only
¥¥ 1In a:state of emergency
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TABLE I (Cont.)
SUMMARY OF PROVISIONS
Terms Audit Reports Unfair Bonding,
of of and Trade etc. of
Payment Accounts Records Practices Dealers

Alabama X X X
Arkansas® X

California X X X X
Connecticut X X X X
Florida X X

Georgia X X X X
Tdano¥® X

Louisiana* X x X

Maine X X

Massachusetts X X

Montana x X

Nevada¥* X b, hid
New Hampshire X X X

New Jersey X b d X

New York X x X h:d
North Carolina X X

Ohio* X X
Pennsylvania X X X X
Rhode Island X X

Socuth Carclina X hid X

Tennessec® hid

Texas* - X

Vermont X X X

Virginia X X X

Washington#* X

Wisconsin#® X X

* Containing certain control features only
¥* In a state of emergency



F., ADMINISTRATIVE ORGANIZATTON,

The relative degree of similarity in substantive provisions
generally characteristic of the several state milk con-
trol enactments does not uniformly obtain in matters of
administrative organization, The state control laws

are variously administered by agencies which differ con-
siderably in terms of structure and departmental rela-
tionships. The temporary and emergency nature of
original milk control legislation was a responsible cause
for initiating the creation in some states of independent
administrative agencies. Resulting legislation in other
states accomplished a separation of ministerial from
agency policy functions, routine responsibilities of
administration and budgeting being pefformed by the de-
partment of agriculture and policy regulating functions
being discharged independently by the agency. In a numberp
of other states the control agency, though of independent
status, by law includes the commissioner of agriculture

as a duly constituted member, Irrespective of agency
status, in a majority of states certain activities closely
related to milk control are discharged by other state
agencies, particularly the department of agriculture.

Qver a period of time, the practical necesgsity of
coordinating the various functions independently perform-
ed by other agencies with state control programs has re-
sulted in a diversity of working arrangements between such
agencies and the state control organization. The respec-
tive functions of the control agency and the state health

department provide another obvious example of such a need,
R




There, notwithstanding the fact that the control agency is
charged with insuring an adequate supply of quality millz,

state laws have generally provided that matters of sanitation
and pasteurization are outside the authority of the agency,
such functrons usually being assumed by the state health de-
partments. This conflicting participation in activities
closely allied with control functloning 1s a general condition
prevalent to the majority of states maintaining such control
machinery. The administrative organization of the various
state mllk control agencies normally fails to conform to any
stereotype control structure, though each presuproses a
congideration of certain significant features inherent to

the administrative process, These state supervisory agenciles
function intrinsicelly either under the direction of a full-
time or part-time board or commlgsgion or under a single ad-
ministrator, With few exceptions, most state milk control
boards or commissions consgist of 3 members, generally ap-
pointed by the governor for a definite term of years. In

those states sanctioning a control board or commission, the
commissioner of agriculture is normally an ex officio member;
and in at least one state, the commissioner of health has

been likewise designated to serve in that capacity. The chair-
man of the board or commission, depending on the law of the
particular state, is selected by the members of the commission,
by the governor or by law. Tenure for appointed members
varies from 3 to 6 years, except in those instances where ap-
pointees serve at the pleasure of the governor. Certain varia-

tions exist among the several states with respect to represen-

tation of special interests on the respective control agency.
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In most states, the law requires that the board or com-
mission be composed of representatives of producers, dis-
teibutors, retailers and consumers, a few states specifically
requiring disinterested consumer members, Some divers: ity
also exists relative to membership qualifications, a number

of states specifying definite requirements while others dis-
regard any hecessity for such provisions. Milk control board
or commission members in some states are full-time employees;
In other states, where control'activities operate on a part-
time basis, the members of the board or commission receive
annual salaries or as in some states a per diem amount plus
expenses, as determined by the governor, the legislature or
the control law, Ex officio members generally serve without
additional compensaticn., Depending on the particular state,
control adminlstration may be centralized or administered

by decentralized local boards functioning only 1ln regulated
areas., The commissioner of agriculture is authorized in a

few states to appoint administrators to enforce ecach separate
marketing order. The authority vested in the board, com-
misgion or administrator to regulate milk prices varies con-
siderably, The lawg in some states authorize the board, com-
mission or administrator, after investigation and public hearing,
to fix milk prices to be pald in any and all marketing areas
within the state by mllk dealers and processors to producers,

and the prices to be charged consumers by retailers, while

other state laws authorize the board, commission or administra-
tor to fix prices to be paid to producers in particular market-
ing areas. The relative strength and size of a particular state

control agency fluctuates in proportion to assigned functions,
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extent and number of repgulated markkets, and the degree of

centralization or deccentralizatlion of activities.
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TABLE T

Administrative Organization in the New England States.

Compesition of the agency
State Title of BEx officio Other members Total
agency members appointed by members
Vermont Milk Control Ccmmissioner Governor 3

Board

of Agriculture

Rhicde Island

Milk Conitrol
Board

Director of Agri-
cuiture & Conser-
vation. Director

of Public Heslth.

Gevernor with consent

of the Senate

New Hempshire Div. of Milk None Governor with advice and
Control (Milk consent of the Council 3
Control Board)

Massachusetts Div. ol Mill None Governor with advice of 2
Control (Milk Council. Commission ap-
Control Com- voints Director
mission)

MATINE MIIK COMMISSIONER OF GOVERNOR 5
COMMISSION AGRICULTURE

Connecticut Milk Governor with consent i
Administrator Nons £ either Senate or

House




Administrative Organization in

TABLE

II (Cont.)

the New England States

(Cont.)

Method of Term of RFualifications Executive officer
State selecting Office of of
chairman (Years) Members Agency
Vermont (ex officio) 4 None specified Chailrman of Milk
Commissionsr of Control Board
Agriculture
Rhode Island Election by 6 1 prcducer Executive officer
Board Members 1 dealer of Milk Control
1 consumer Board
New Hampshire Designated by 3 No more than 2 Chairman of
the Governor members of same Milk Control
political party Board
Massachusetts Designated by 6 1 producer Director of
the Governor 1 retail dealer Division of
1 public representa- Milk Control
tive. Chairman by
training anc experi-
ence
MAINE ELECTION BY L 2 PRODUCERS Chairman of
BOARD MEMBERS 1 DEALER Millr Commission
1 PRODUCER-DEALER
1 CONSUMER (A1l
residents of state)
Connecticut L Training Milk Admin-
and Experience istrator
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ANALYSIS OF MAINE MILK COMMISSION LAW,

A. LEGISLATIVE HISTORY.

The period between 1926 and 1930 saw the development of
general economic conditions which eventually culminated in
the great depression of the 1930's. These economic changes
were directly responsible for the creation of ruinous dairy
surpluses, likewlse effecting a tremendous loss in the market
stabllity of fluid milk. Efforts of producers to galn re-
lief from these intolerable marketing conditions eventually
crystallized in cooperative marketing programs, The effec-
tiveness of cooperatives as a means of affording necessary
protection to producers was seriously undermined by dealers
in winning over producers with offers of "full price" and
other incentives.,

As a result of tine successful operation of millt control
laws in other states, a bill, "An Act to Create a Milk Control
Board," (L.D. 9), was introduced in the Maine Legislature in
1935, This proposed legislation was patterned after similar
enactments in other states which provided for state control
of the fluid milk industry. The bill was reported out of
Committee in a new draft, (L.D. 632) under the same title and
that i1t "OUGHT TO PASS. " As an indication of the desirability
of such legislation, the bhill was passed as an emergency measure
without opposition in either branch of the Legislature and
became effective February 28, 1935, becoming Chapter 13 of ;the
Public Laws of 1935. Subsequent changes in the law are noted

In Table III, Summary of Legislative Changes,
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TABLE TIIT,

CHANGES
R. So
1944

Ch, 28

SC,

SUMMARY OF LEGISLATIVE

R. S.
1954
Ch. 33
Sec.

P.L.

1935
Ch.13
Sec,

192

R P

Ch. Sec.

*¥1949

Sec.

1541 1945

Ch. Sec.

1955

Ch,

1951
Ch. Sec,

1943

Ch.Sec.

How af-1937

fected Ch. Sec.Ch,

Ch.

Am'd,
Rpr.
Rev,
Am'd,
Am'd,.
Rev.

155 1
317 1

278 4

64

=

Am'a. 221
Am‘d.

Rev.

Amtd,
Am'd.

Rev,

Rpr.
Rev.
Am'd;
Rev.,

317 3

(U8}

Rep.

n

Am'ad,
Am'd,
Rpr.
Rev.
Am'd.,
Am'd,
Rev,
Am'd.

317 4

293 3
278 4

341

Am'd.
Amt'd,
Rev.
Am'd,.
Rev,

138 3
317 5

278 4
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P.L.

1935

Ch.13
Sec,

TABLE ITI {(Con't,)
SUMMARY OF LEGISLATIVE CHANGES (Con't.)

R.S,

lo44
1943 Cch, 28
Ch. Sec., Sec,

How af- #1947
facted Ch, S=ec.

*1949
Ch.

1951
Sec, Ch.

1953
Sec, Ch, Sec.

1955
Ch.

Amtd.
Ror.
Rev.
Am'd.
Amtd,
Am'd,
Rev,

165 3
317 6

(o)

64 2, 3

[

370

N.S. 6-4
Am'd.
Am'd,
Rev,
Am'd,

6L 5

471

N.S. 5-B
Am*d,
Am'd,
Rev,

278
276

=0

(@)}
I
(@)

Renum,
Rev.
Amid,
Rav,

-~

b

Renum. ality.) 317 7

Un. . {Ccnstitution/

N.S. 317 8

*
Amtd,
Ex.
N.S,.

No changes in 1937, 1839, 1945 or 1947,
Amended

Exempt from Repealing Act

New Section

Un. Unnecessary

Rpr. Repealed and Replaced

Rev, Revised Statutes
Rep. Repealed
Renum.Renumbered

Y



B, MAINE MILK COMMISSION AS REGULATING AGENCY,

1,

MAINE MILK COMMISSION,

The Maine Milk Commission consists of 2 resident milk
producers, one resident milk dealer, one resident milk
producer-dealer and one resident mllk consumer, appoint-
ed by the Governor wlth the advice and consent of the
Council, to serve for a L-year term. The Commissioner
of Agriculture 15 an ex officio member of the Com-
mission, Members of the Commission, other than the
Commissioner of Agriculture, are paid on a per diem
basis determined by the Governor and Council and are
entitled to reimbursement for travel and other neces-
sary expenses, The commission members elect the
Chairman and are authorized to employ a scecretary and
necessary clerical assistants, prescribing their duties
and fixing theiv compensation, subject to the nro-
visions of the Personnel Law, Legal and other expert
services are rendered insofar as possible by existing

state departments.

COMMISSTON AUTHORITY,

The present law vests the Maine Milk Commission with
extensive authority to supervise, regulate and control
the purchasing; distribution and sale of milk within
the State. This authority hy statute is both express-
ly subject and supplementary to existing state and
municipal regulations, The Commission as established
is unauvuthorized to change either state or municipal

sanitary regulations or to compel pasteurization. The
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Commission enjoys exclusive price fixing authority
with respect to wholesale and retail milk 3ales; like-
wise governing matters of licensing and market designa-
tion., To implement effective administration of the
law, the Commission hasgs the right of entry and inspec-
tion, being further empowered to conduct hearings, sub-
poena persons and records, administer oaths and con-
duct examinations, and to adopt, promulgate and enforce
necessary rules and orders. The Commission, when
circumstances warrant, may act as either mediator or
arbitrator in disputes or controversies arising bhe-
tween producers, dealers and consumers. To summarize
the foregoing, exclusive of rights of entry and in-
spection and limitations in favor of existing state
and municipal regulations, the authority of the Com-
mission may be expressed in terms of the following
powers:
a., Power to supervise, regulate and control purchas-
ing, distribution and sale of milk within the
State.
b. Power to conduct hearings, subpoena persons and
records, administer oaths and conduct examinations,
¢, Power to grant, revoke or suspend licenses,
d. Power to establish and change minimum whole-
sale and retail prices,
e. Power to designate milk marketing areas.
f. Power to adopt, promulgate and enforce necessary
rules and orders.

g&. Power to act as mediator or arbitrator.
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LICENSING PROVISIONS,

The Commisagion by law i1s the responsible agency for
licensing milk dealers, The law requires no license
where milk is produced or sold only for consumption

on the premises of the producer or seller, In all
other cases, dealers are prohibited from buying,
processing, distributing or selling milk unless duly
licensed by the Conmission. Applications for the
issuance of dealers' licenses must be submitted to

and on such forms as are prescribed by the Commission,
Licenses issued are valid for the period commencing on
Janvary lst and ending on December 31lst following. The
Commission is given full authority to grant or, on the
basis of proper evidence, to decline to grant licenses,
It may also, upon notice and after hearing, suspend

or revoke licenses issued. In the event the Commission
suspends, revokes or withholds a license, or refuses to
renew an existing license, the order does not become
effective until 10 days after issuance, and then only
if the holder or license applicant has been mailed

a copy of the order, Persons aggrieved by any order
of the Commission are given the right to appeal within
10 days following its issuance to the Superior Court

in the county in which they reside or do business.
Notice of the appeal must be served on the Commission.
Appeal does not suspend operation of the particular
order, except in those instances where the Superior
Court Justice in his oplnion finds that justice so
requires and orders a suspension, a compliance with the
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original order cov a compliance with the order as modi-
fied by the Commission, pending determination of the
appeal. After hearing, the Superior Court must either
affirm or reverse the order or any modification made by
the Commission., Conviction of violation of the orders
or rules and regulations of the Commission or of any
state law relating to the production, distr:bution or
gsale of milk is sufficient cause for license suspension,
revocation or denial, The Commission is enttiled to
receive a fee of $1 for each dealer's license issued,
plus a 3¢ charge per hundredweight in monthly payments
for milk processed or produced, Dealers are entitled
to deduct 1 1/2¢ per hundredweight from amounts paid by
them to producers, so that producers are also assgessed

1 1/2¢ per hundredweight. Milk which is farm-processed
into cream for the manufacture of butter is not subject
to this assessment, All moneys derived from license
fees and milk assessments are reserved as a continuing
carrying account on a non-lapsing bhasis for administra-
tive costs, except that two-thirds of such moneys are
made available for milk promotion, education, experi-
mentation, research and advertising programs by and
under the direction of the Maine Dairy Council Committee,
Such promotional activities are likewlse encouraged by
the Maine Milk Tax Committec, supported by revenues
supplied by the Maine Milk Tax, levied on producers

at the rate of 2¢ per hundredweight.

PRICE FIXING PROVISIONS,

The Maine Milk Commission Law specifically establlishes
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the authority of the Commission to fix minimum retail
and wholesale milk prices,. This authority not only
governs minimum producer prices, but includes the
minimum wholesale and retail prices charged for milk
sold by dealers to dealers, dealers to consumers, stores
to consumers, dealers to stores, producers to dealers,
and any person to any other person, The Commission
in exercising its price fixing authority must satisfy
the statutory requirements of investigation and public
hearing, due notice of hearing in all cases heling
essential, Compliance with the public hearing require-
ment may be waived by the Commission in those instances
where the purpose of the change is to effect conformity
with price regulations established by federal authority.
The law stipulates that prices fixed by the Commission
shall be Jjust and reasonable, specifying the following
factors or critersza to be considered in rendering its
determination:

(a) the insuring of an adequate supply of pure

and wholesome milk:

(b) conditions affecting the milk industry;

(c) reasonable rveturns to producers and dealers,
These standards are indefinite, serving only to
satisfy the requirements of delepated legislative
authority to the Commission. No indication is given
as to their relative significance or weight. The
Commission lacks authority to fix prices for one or

more of the specified sales unless it likewiee estab-
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lishes prices for all sales in the particular market.
Once prices are fixed by the Commission, following
investigation and hearing, on all sales within a given
market, the Commission is obliged to furnish cop:res

of the adopted price schedule to all registered dealers
of the particular market, The Commission must also
publish the schedule in appropriate newspapers, and
this publication constitutes an official order of the
Commission with respect to the minimum prices thus

established,

REPORTS AND RECORDS,

‘The provisions of the Maine Milk Commission lLaw, in

addition to defining the substantive features of control

regulation, also establish certain enforcement pro-
visions through report and record requirements, All

licensed dealers are required to maintain records of

their operations and to file reports. These requirements

are fundamental to the enforcement program as adminis-
tered by the Commisdsion, The data gathered from pre-
scribed records and reports forms a working basis for
Commission audit, providing a method of checking the
accuracy of the dealers' milk classification and pro-
ducer payments, To further strengthen such require--
ments, the Commission is specifically authorized to
require milk dealers to keep such records as may be
deemed necessavy for proper enforcement of the law,
Exclusive of such records and reports as are required

by the Commission, dealers are specifically required
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to maintain the following records:
(a) the quantity of milk received or produced
together with the names, addresses and locations
of the producers or milk dealers from whom it
was received;
(b) the quantity of milk sold, including use, loca-
tion and market outlet: and
(¢) such other records and information as the Com-
mission may require.
These records must be filed monthly in report form
with the Commission, except that those dealers selling
less than 100 cuarts per day may file at intervals of
3 months, In acddition to reports submitted to the
Commission, dealers are required to furnish their
producers with a record of the amount of milk purcrased,
the price per pound or quart, and the total amount
paid for each pay-period. The record must include
itemized cdeductions for transportation and other services.
Where the '"weight and test! method of payment is used,
the record must also contain the butterfat test and
Class T and Class IT percentages. As a means of minimiz-
ing any existing deflciency, the Commission is authorized
access to all hooks and records relating to milk., Any
Commission member or representative by law is entitled
to enter those places where milk 1s handled at reason-
able hours for the purpose of ascertaining facts nec-

essary to the »nroper administration of the law.
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UNFAIR PRACTICES,

The ultimate effectiveness of milk control legislation
to accomplish the purposes for which it was enacted
depends almost entirely upon the continuation of
established price structure, The potency of any

price structure is substantially undermined by repeated
violations of its provisions, the vast majority of

millk control infractions being constituted by noncom-
pliance with fixed minimum prices actively complemented
by unjust and unfair trade practices. The procedures
governing resale price fixing are complex compared to
those establishing minimum producer prices. Enforce-
ment of resale price ﬁrovisions is lesé effective owing
to the difficulty in detecting noncompliance with
minimum resale prices. Generally, regulation of ques-
tionable trade practices is held a necesgary incildent
to effective price regulation, Prevention of price
competition invariably results in other competitive
methods as a means of attracting customers and increas-
ing sales., The inter-related strengths and weaknesses
of the milk price structure with fthose of control legis-
lation are not infrequently affected by these and other
related factors. Undercover competition, as well as
active and passive noncompliance, acceptance and con-
donatlion of illegal trade practices, appears to flourish
in the absence of effective price enforcement and
equitable control law administration. Effective en-
forcement of minimum »rrices also seems to infer strict

regulation and control of unfair trade practices.
- 27 ==




Activities such as price manipulation, below cost
sales, price concesgsions in the form of rebates, dis-
counts, premiums, free services or equipment, trading
stamps, combination prices, extension of credit, tie-in
sales, donationg, advertising allowances, free samples
and secret agrecements illustrate but a few of the de-
vices and means used to abrogate or circumvent f{ixed
minimum prices,

The provisions of the Maine Milk Commissilon Law
relating to unfair trade practices attempt to eliminate
or discourage the abrogation of fixed prices with a min-
imum of detail and provide that:

"No method or device shall be lawful whereby
mtlk is bought or sold at prices less than
tne scheduled minimum applicable to the
transaction whether by any discount, rebate,
Ifree service, advertising allowance, combina-

tion price for milk with any other commodity,
or for any other consideration.,”

PART TIT,

MARKET  MIIK

A. IN GENERAL,

The milk sold to a consumer for consumption in the fluid state
is "market milk" and as such, is ddstinguishable from milk
used in the manufacture of dairy products, such as bhutter,
cheese, ice cream, condensed and dry milk., The utilization

of fluid milk as "market milk" greatly exceeds all other uses,
its production and marketing in recent years reaching record
breaking volumes. The rapid girrowth of urban areas has heen

a responsible cause in stimulating and influencing the location,

organization, production and over-all development of the fluid
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milk industry, with the result that areas adapted to dairy
production have developed into large milksheds for the purpose
of supplying the nezds of the urban consumer. An original

and continuing source of supply of the fluld milk industry is
predicated on family cow production, where farmers with a
production in excess of their individual requirements utililze
it to satisfy local neighborhood demand. The consumer purchas-
ing milk under these circumstances is generally acguainted
with its source as well as the methods of ssnitation and
handling. In urban areas such as the small city, demand is
normally satisfied by milk locally produced on specialized
dairy farms operating in the vicinity, often being delivered
directly to the consumer by the producer. As cities increase
in size, lceally produced mlilk gradually becomes insufficient
to satisfy the market demand, giving rise to a resulting
dependency on distant sources. Milk must then be brought in
from areas of production by truck or train often over con-
siderable distances. Under these conditions, the pro-
ducer is precluded from delivering his product to the con-
sumer and marketing and distribution must necessarily be
handled by intermediate organizations. The process which
involves collection, transportaticn, processing and distribu-
tion is extremely complicated. The vast nuwber of individual
producers and the nature of the process dernies the consumer
any knowledge as to his source of supply. Such conditions
warrant supervision to maintain quality and provide safeguards
against the dargers of adulteration and centamination,

MARKET MILY

The economical production of 'market milk'" by the farm unit,

- le




as a means of securing a fair return on capital and labor,
necessarily requires proper farm management. The individual
milk producer is confronted with the problem of maintaining

a healthy herd of sufficient productave capacity to make econom-
ical milk production feasible. The costs must so relate to
production as to yield a satisfactory return after marketing,
In addition, the producer must maintain such counditions of
sanitation as will insuire an acceptable product. The over-all
production of milk is wresnonslve to the demand and price rela-
tionship. The demand for milk relates not only to that
utilized as "market miliz", but includes all other dairy products.
Supply and demand strongly influence the allocation of total
mllk production to its wvarious uses, Waere the demand and
price relationship for a product becomz less profitable, pro-
duction will be diverted to other more profitahle uses, Where
production exceeds the demand at the prevailing pirices, the
price will drop. With a drop in price, production is less
profitahle and becomes reduced, Where milk production pro-
vides a greater profit than other farm markets, existing herds
are expanded and others enter into production; ultimately with
the effect of price reduction. These fundamental considera-
tions of demand, cost and price as determinants of production
in a proper analysis must accord considerable importance to
the factors of transportation, processing and distribution.
The channels of transportation responsible for moving the
product from the centars of production to the consumer suffer
considerable variation depending on the proximity of the
market to the source of supply. Transportation and delivery

costs provide a major item in the price chairged to the consumer,
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The system of classified pricing was introduced by producer
bargaining associations during the 1920's and was later incor-
porated as an integral part of the control legislation adopted
by a number of states., Essentially, it involves arranging

the various milk uses into two or more classes and establishing
a price for each class, The purpose of such clagsification

is aimed at maintaining a higher price for milk distributed

as fluid milk with a proportionately lower price assigned to
that in excess of fluid sales and used for the manufacture of
dairy products, Prior to the adoption of state control
provisions, all dassified prices were established by negotiation
batween producers and dealers, During this time, non-affiliated
dealers by buying Irom unorganized producer sources in unregu-
lated markets could easily adjust to the economic conditions

of supply, demand and price by paying "flat" rates in lieu

of classified prices fixed by the bargaining associations.
Losses on milk surplus borne by association dealers were

avoided by obtaining a greater margin on fluld sales in ex--
cess of processing and distribution costs. Independent dealers
were able to obtain a definite economlc advantage by minimizing
surnlus and maintaining a close adjustment over the recquirements
necessary to satisfy fluid demands. The limitations imposed

ag a result of inadequate auditing to determine the accuracy

of dealers! reported use of milk, coupled with the fact that ine-
dependent dealers could obtain fluid milk at "flat" or "cut”
prices on unregulated markets seriously curtailed the over-all
effectiveness of the system of price classification administered

by the producer organizations. Duvring the 1930's these con-
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ditions contributed to the ultimate breakdown of collective
bargaining. The subsequent enactment of state and federal
price regulations had the effect of remedying the conditions
inherent to "“flat" pricing. The various agencies by compelling
all dealers to pay classified prices eliminated fluid sales
below the average or "blend'" price, Since the utilization
of milk for each use was priced close to its net value, there
was no ionger any necessity for dealerst! margins on fluid sales
to cover surplus milk losses, Accurate milk classification by
dealers was secured by enforcing an effective system of audit.
At the present time, the arrangement of milk according to its
utilization into classes depends upon the provisions of the
indivicdual state cont:rol laws, As a rule, milk utilized as
fluid whole milk and fluid milk drinks is treated as Class I
milk in excess of fluid needs 1s treated as Class II or
"surplus" milk, Since the returns for Class I milk are rela-
tively higher than those for Class II, in order to insure
the highest returns to producers, the greatest possible amount
of production should be determlned as Class I milk.

The Maine Milk Commission Law defines the classes of milk
to be as follows:

"Class T milk” means all milk, the utilization of
which is not estabhlished as Class II milk,

"Class II milc" means all mllk the utilization of
which is established:

I. As being sold, distributed or disposed of
other than as or in milk which contains
not less than 1/2 of 1% butterfat and
not more than 16% butterfat and other than
as chocolate or flavored whole or sliimmed
millk and

IT. As actual plant shrinkage; provided that
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the quantity of shrinkage which ias

clasgified as Class II does not exceed

2% of the milk purchased in any pay

peiiod,
The control laws in a small minority of states provide
a "flat" price for all dealer purchases; in Maine, In
a few instances, "flat' pricing is allowed as an alterna-

tive to classified pricing.




TABLE 1V,

"PRODUCER DISTRIBUTOR
Fix Prices N :
‘ By areas :Prices :Price Estab. : Estab, @ Fix
State or :same :olans market- : season- : resale
imarkets rall used wide v al : prices
: rareas ; equali- : pricing
: : : ¢ zation : :
: : pool :
Ala. Min. and : (2) Class: Base : Min, and
) max, (1) B ssurplus  : max,
Calif.: Min, Class (3) (4) ¢ Min,
Conn, : Min, (5) Class Fall
¢ (6) spremium -
_ splan
Fla, : X (2) :Class : : Min, (7)

Ga. i Min, and :Base tMin, and
: max, (8) Clags isurplus  :max. (8)
: : :Flat :Base :
MAINE Min. : 1o rsurplus Min,
: :Class - T :
Mass. :Min. : :Class (9) : (10) (11))
Mont. :Min. : :Class :Min.
N,H., :Min, : :Class : (12) (Min.
N, J. : (13) : X :Class : (15)
: : ¢ (14) : :
N.Y. Min, : :Class X :Fall prem;
: : : :1plan )
: :Base
N, C. Min, : X Class rsurnlus
Penn., Min, :Class : :Min.
: : (16) : : (17)
: : :Base :
R, T. Min, : :Class X :surplus  :Min,
T Min. ,max. : (Tlat : T M,
Vt. tor both 1 (18) : or rand
N ! : :Ciass :Max,
Va. : Min. : :Class (20) :Base :Min,
: (19) : s surplus (19)
1 Board has not exevcised authority to fix maximum nrices,
%2 Slight variation among areas.
3 Although law authorized market equalization pools, none

are in operation.

Such a2 plan i1s, however,

ee 3

Law does not specifically authorize seasonal pricing plan,
in effect in one marketing area.




(5)
(6)

(7)
(8)

TABLE IV (Con.)

PRICING PRACTICES OF STATE MILK CONTROL AGENCIES, 1955

Fixing of producer prices mandatory only under certain
conditions,

Although milk control law would seem to allow no alternative
to classified price plan, dealers in some instances, i.e.,
those in smaller markets who handle little or no surplus
milk, are required to pay a flat price. Also, each dealer
must pay an additional amount to those producers from

whom milk is purchased for sale as QGrade A,

Required to fix minimum resale prices; may fix maximum.
Although the Georgia Board has power to fix minimum and
mazimum prices, Georgia price orders have provided only
maximum prices,

Only in New Bedfoxd,

In certain areas only,

Under certain conditions may £ix minimum resale prices.

Generally follow same seasonal changes as established
for Class I prices in New England Federal order markets.

rercise of price~fixing authority is permissive.

In some areas, »Hroducers are paid bonuses for low
bacteria counts.

Resale price fixing is permissive,

Dealer must pay a premium, the amount of which varies in
accordance with the butterfat contont of the milk, to those
producers from whom milk is purchased for sale as Grade A,

Filxing of minimum prices mandatory under the order: fixing
of maximum pr.ces 18 permisgive.

One market has producer prices above the state-wide level,

Price-fixing authority appears to be permissive. The con-

"trol agency interprets the law as authorizing the fixing

of hoth maximum and minimum prices, but fixes minimum
prices only.

Only in the Richmond area.




D. RESALE PRICING.

Resale pricing has been developed Ffor several reasons, in-
cluding the following:

To minimize price-cutting and destructive competition
among dealers;

;

To protect producers against price cuts and losses
caused by dealers!' insoclvency;

To malntain state nrice structure by preventing the
sale of low-priced, out-of-state milk;

To maintain distributor margins as a means of insur-
inz reasonable returns to producers;

To minimize price manipulation by distributors for the
purpose of strengthening their competitive position;

To check rebates and other unfair price advantages
given customers with exceptional bargaining power,; and

To make resale price determinatlions public rather than
a matter for secret understanding.

Formerly most state milk control laws included either manda-
tory or permissive resale price provisions. Such controls

are now limited to Maine, _New Hampshire, Vermont, Rhode
Island, Pennsylvania, Virgilnia, Georgia, IFlorida, Alabama,
Montana and Californisa,. In Maine, the fixing of minimum
resale prices is mandatory. The laws of most of the ahove
states lack certainty in defining the products subject to
resale pricing and generally fall to provide a definite basis
for differential pricing. The fact that resale prices must
be established in close relationshlp to producer prices works
an evident limitation in determining the resale price. In
each state, there is 1itt1é or no distinction made between the
respective price-fixing criteria, the various states merely
providing that certain factors shall be considered in establish-

ing prices generally. These criteria usually include: publile




tnterest, adequate supply of quality milk, costs of process-
ing and distribution and a reasonable return to dealers. The
administrative problems encountered in resale pricing are
manifold, Policy-wise, the prices established by an agency
cannot be confiscatory or such as will reduce fluid con-
sumption, The range of products subject to resale pricing
usually includes the several types and grades of milk, various
grades of cream, skimmilk, buttermilk and flavored milk
drinks. The state in projecting resale prices have estab-
lished price differentials for products sold in bulk asg well
as 1in glass and paper containers and also for gallon, half-
gallon, quart, pint and half-pint quantities. More often than
not, price differentials have been established hetween store
and home sales, In addition, state resale prices have

varied with the size and location of market areas. The
necessity of maintaining a proper relationship among these
prices in adjustment to fluctuating conditions requires ef-
fective agency administration. The fact that dealer opera-~
tions vary with respect to volume, nature of operation, products
and distribution outlets presents further complications. 1In
practice, control agencies utilize distribution costs as

the basic criteria in determining spread between minimum
wholesale and retail prices, This involves an initial de-
termination of dealers' operational costs followed by evalua-

tion and a subsequent determination of reasonabhi~ 2cats. The

value of such data lies in its comprehensiveness, For
optimum effectiveness, costs must be determined for each of

a variety of product sales at all distribution levels, with

allowances for variations in container size, the type of sale
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and attached services, The methods used in determining costs
vary from state to state, In some states costs are determin-
ed as the average of available costs after the elimination of
extremely high and low cost figures or through the selection
of the highest cost figure necessary to unimpaired distribu-
tion, In other states cost ranges are determlned for the
various operations from costs determined by auditors on allo-
cation of Joint costs in conformity to standard auditing pro-
ceaures, The agency in each inatance makes the decision as
to reasonable costs and distribution margins. A number of
states have developed costs based on data presented by

dealers at hearings conducted by the agency, while others

have depended solely or in part on cost studies made for the
agency by various state colleges. Studies of this nature

have been used extensively by the Maine Millk Commission.
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TABLE VWV,
RESALE PRICING LNDER STATE MILK CONTROL, 1855

: : : Size of container : : Saleg discounts

: : : for which resale : : on multiple-unit

: : : prices are set : : containers

: :Differ- 173 173 :PE. :Q0t. :1/2 :Gal. :Quantity :Store T DAYV

: Store tentigl  :PT. 0L, : :Gal., :discount :and hLome : piants,
State : differ- :paper : : : : : : a3} :delivery : stores,

: ential :over : : : : : : :retail : : farm

: :glass : : : : : : :sales :1,/2 :Gal. 1,2 :Gal.,

: : : : : : : : : :Gal, :Gal :

: CentTs :Cents : : : : : : . Cents :Cents:lents :Lents :Cerits

: per iper : : : : : : : per per :per iper iper

: quart :quart : : : : : : 1 quart rguart:guart :quart :quart
Ala. : : 1 : : : X s X o1 X oo« X o:l/2 (1) :ij/2 1 1/2 - :
Calif :0-1 1/2 ¢ : : : : : : : :0-1/2:0-1/2 :0-1/2 :C.3/%

;. {(2) : : : : X+ X : X : X : (3) s (2) (2} :(2) : (2)
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Penn., -1 1/2 ¢ : : : : : : : : : : :

: (2) : s X : X o X : : : : : :
K. 1. : i : L : X o X o X o X A : : 1/2 172
VT, : : T X . ¥ T . X :{9) 3 : : -
Va. : 0-2 : : X T X X : % = : 1-2 : : : :

: {(2) : : : : : : : : (10) : : : :
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If two single quart packages are jointed together Into a single non-separable unit, they
seli at the same price as a single half-galion container,

(2) Varies by market areas.

See next page for cther notes.




Flat price per quart plus a delivery charge of 3 cents for each delivery of fluid
milk in ﬁleme a-Contra Cosfta marketing area; flat price less 1/2 cent per quart for
deliveries in excess of 60 aquarts per month in Los Angeles, Orange and San Bernardino-
Riverside marketing areas.

In some areas.

One-half cent per quart discount for all milk sold in 1/2 gal. containers or in
2 single quart packages when securely Jjoined together.

10~ounce paclkage.

O cash-and-carry sales onliy.

o

Retail price of 8 or more 1-quart bottles delivered at one time to one customer

at one address for home consumption may be 1 cent per bottie less than the scheduled
retail single guart price. A*so, all miik in pint bottles charged at the pint schedule
except single pints sold in combination wit- one Oor more cuarts, at which time the !
single pint may be charged for at one-halfl the scheduled quart price. e

When sold cash-and-carry to consumers at processing plant in gquantities of 4 gquarts
© more,

In some areas, 1 cent per quart to rstail customer buying 5 cr more quarts cf milk
per day per calendar month for home delivery; 2 cents per quart per customer btuying

-y oS

12 or more quarts per day per calendar month for home delivery.



SUMMARY OF PRICE SPREADS FOR FLUID MILK DISTRIBUTION

TABLE VI,

TINCO

SNTROLLED AND UNCCNTROLLED MARKETS, BY MARKET

STZE, JANUARY 1054

: : Price Spread
Number ) : : . Whole- : Store differ-
Tyre and size 1 of : Retail WHﬁle : Store :sslz »lus : ential
cf market :Markets : sale : store : Single : High
: : : : Quart
Population : Cenuo per gquart of miik
Under 5C,000 : : : : : : :
Controlied: : : : : : H :
Averaxe : 7 : 10.3: 7.3 2.1: 1C.0: C.3:
Range : : .9.3-11.1: 7.1- 8.6: 2,0-2.5: ©,1- 10,6: 0.0-1,0: 0.0- 1,0
Uncontrollied: : : : : : : :
Average : 11 : 10.3: 7.3: 2.3: 10.1: 0.2: C.9
Range : : 7.8-12.1: 5,8- 6,7: 1.0-3.0: 7.8- 12,1: 0,0-1.0: 0.0- 3.5
Population
50,00C-29,000 : : : : : : :
Contro 1ea-" : : : : : : :
Average : 8 : 10.7: 3.6 1.9: 10.5: 0.2: 0.3
Range : 9.2-13.2: 7.2-10.8: 1.5-2.2: 9.2- 12.3: 0.0-1.C: 0.0- 1.0
Uncontroliled:
Average . 15 : 11.6: G.1l: 2.4 11.5: 0.1: 1.0
Range : : 38,7-13.2: 5.7-10.7: 2.0-2.,5: 8,7~ 13.2: 0,0-1.0: 0.0- 4.5
Fopuiation
100,000-199,000 : : : : : : :
Contrclled: : : : : : : :
Average : 5 : 10.8: g.2: 2.2: 10.4: O.4: 0.5
Range : : 10.4-11.1: 7.2- 8.9: 2.0-2,5: 9,4~ 1i.1: 0,0-1.0: C.0- 1.0
Uncontrolled:
Avergge : 18 : 11.5: 8.3: 2.5: 11.3: 0.3: 1.1
Range : 9.3-156.6: 6.5-12.6: 1,5-4,0: 8,6- 14,56: 0.0-2.0: 0.0- 2.5
Population
200,000-325,000 : : : : : : :
bOntQO¢leuI : : : : : : :
Average : 8 : 10.6: 8.1: 2.1: 10.2: 0.4: 0.5
Range : ¢ 8.8-11.4: 7.2- 8.8: 1.5-3.0: 9.,4- 11.4: 0.04.0: 0:6- 1.0

~“Uncontrolled:
Average

Range

£V
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TABLE VI, (Con't.)

: : Price Spread
: Number : : : : Wnole- Store differ-
Type and size : cf : Retail : Whole- : Store :sale plus : ential
of market :Markets : sale : store : Sinzle High
: : : : : 1 Quart :
Population : : Cents per quart ol milk
4.00,000-999,000 : : : : : :
Controlled:
Lverage e 3 : 11.6: 8.6: 2.2: 10.8: 0.8: 1.3
Range : : 11.0-12.3: 7.5- 9.3: 1.,5-2.5: 10,0-11.5: 0.0-1.5:0.0- 1.5
Uncontrolled:
" Average : 11 : 11.2: 8.3: 2.2 10.6: 0.7: 1.9
Range : : 9.6-13.4: 7,1-10.9: 0.5-3.5: 8.7-12.9: 0,0-2.0:0.5- 5.0
Populatiocon

1,000,000 and over
Controlled:

- L\L2. e

Average : 2 : 10.7: 7.6 1.6: QL. 1.2 1.2

Range : : 10.6-10.8: 6.6- 8.6: 1.2-2.5: 9.1- 9.8: 1,0-1.5:1.C- 1.5
Uncontrolled:

Average : 2 : 11.8: 9.1 2.2 11.4 0.5: 4.5

Range 11.5-12.2: 8.5- 9.7: 1.5-3.0: 11.2-11.5: 0,0-1.0: (&)

L1311 Maritets
Controlled:

Average : 33 : 10.7 8.2 2.1: 10.3: O.4: 0.5

Range : : 38.8-13.3: 6.6-16.8: 1.2-3.0: G.1-12.3: 0.0-1.5:0.0- 1.5
Uncontrolled:

Averags : 67 11.3: 8.6: 2.4, 11.0: 0.3: 1.3
____Range : : 7.8-16-6: 5,8-12.6: 0,5-4.0: 7.8-14.5: 0,0-2.0:0.0- 5.0
Grand Total:

Average : 100 11.1: 8.5: 2.3: 10.8: 0.3: 1.0

Range : : 7.8-16.6: 5.8-12.6: 0.5-4,0: 7.8-14.5: 0.0-2.0:0.0- 5.0

All averzges are simple averages, not weighted by market size or voiume of sales.

3) The "igh" store differential refers to difference between single-guart, home-delivered
price and the lowest reported ocut-of-store price--usually a multiple-unit price.

(4) Both markets report high store differentials of 4.5 cents.

%1; Market size based on 1950 population data.



E. PRICE DIFFERENTIALS,

Besale prices established by state milk control agencies

have ordinarily allowed price differences varying with:
Location and size of market; type of service; quality of millk;
kind and size of container; and quantity of milk sold.

1, TLOCATION AND SIZE OF MARKET,

———n

Resale prices are necessarily subject to a certain amount
of variation among market areas due to their location

and size. As a rule, markets located in milk-deficit
areas are obliged to secure higher prices in order to
offset their additional supply costs. For this reason,
state milk control agencies have adopted the policy

of specifying minimum resale prices for individual

market areas, rather than establishing "blanket" resale

provisions,

o

TYPE OF SERVICE,

|

The subject of price differentials has become extremely
controversial in resale price administration with re-
gpect to the amount of differential permitted between
store prices to consumers and prices for home-delivered
milk, Retail distributors and labor unions, with the
frequent support of producer organizatipns, have sought
to minimigze store differentials, Wholesale distribu-
tors and chain stores, together with various consumer
factions, have consistently agitated for the maximum
possible allowances, Those for minimizing differen-
tials argue that home distribution tends to promote
milk consumption and that decreased milk consumption

would result from increased store sales; and that an
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expansion in store sales would be accompanied by a
reduction in home distribution and increased delivery
costs, with an over-all tendency toward lower consump-
tion. They further contend that stores resort to

the frequent use of milk as a loss leader, Those favor-
ing store differentials maintain that the consumer

who elects to perform his own services in carrying his
milk home should be entitled to do so at a price saving,
The results of a number of studies made of retail de-
livery and store distribution costs have adequately
demonstrated that store distribution is possible in
larger citlies at a substantial saving to the consumer
over home delivery costs. This has not been shown to

be true of the smaller clties and towns. The effective
use of cost data by state milk control agencies in de-
termining relationships between delivery and store

prices should necessarily emphasize those differences in
conditions which affect thelr relative costs. The fact
that wage increases tend to result in greater differences
in the unit cogts of these services has a considerable
significance as to posgible price allowances., Those
conditions favorable to store distribution generally
exist where stores are convenliently situated with

respect to consumers, where home delivery is inconvenient
or undesirable, or where customers are in a position

to obtain the price savings connected with cash-carry
buying. Apparently, milk consumption is stimulated
through the availability of low-priced milk, There is

a complete absence of data to substantiate the contention

) T




that home delivery increases milk consumption, though
various studies have shown that reductions in delivery
volume inevitably result in higher home-delivery costs
and lower efficlency. These conditions are apparently
borne by consumers who prefer the convenience of home
delivery over price advantage or by those who, because
of circumstances, are unable to obtain the benefits of
store distribution, It would seem evident that home
delivery costs depend to some extent upon store sales,
costs tending to increase 1in relation to the volume

of store sales, The contention that stores use milk
as a loss leader is probably true in a number of
instances, though there is little evidence to indicate
that stores make it a continual practice. Invariably,
state milk control agencies have been forced to contend
with rising costs in milk distribution as opposed to
demands calling for wider differentials between store
and home delivery prices or for the establishing of
such differentials. Spencer and Christensen* in

their analysis conclude that: "In the main, the milk
control agencies that fix resale prices have resisted
this pressure for widening or establishing store dif-
ferentials and have kept the retail prices at stores
in the larger cities closer to the delivered prices
than they would have been without regulation. It 1s
probable, however, that in most markets of less than

* Spencer, Leland and Christensen, S. Kent, "Milk

Control Program of the Northeastern States-- Part I,"
Cornell University, Agri, Exp. Sta, Bul. 908, Nov, 1954,
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50,000 population, store differentials would not have
been established even though dealers and storekeepers
had been allowed to determine retail prices competil-
tively." It should be pointed out that chain stores
have repeatedly requested state milk contirol agencies
for lower minimum prices and have been refused., In
Maine, irrespective of distribution outlet, the Milk
Commission still continues to fix the same minimum
resale price and it has never established store dif-
ferentials at any time since its creation. With re-
spect to those state milk control agencies authorized
to regulate resale prices, the evidence would seem to
indicate that they have been a responsible factor in
retarding the development of store differentials,

QUALIYY OF MILK,

The milk control agencies of a number of states have
established minimum resale prices for the different
grades or qualities of milk. Price differventials
have generally been provided for special or premium
milk, such as milk contalning a higher percentage of
butterfat than standard milk, homogenized milk,
Vitamin D millk, and Vitamin D.homogenized milk. The
necessity for establishing grade or quality differen-
tials seems to be to offset competitive advantage,
since differences in girade and quality have a com-
petitive effect on sales as well as price.

KIND AND STIZE OF CONTATINER,

State milk control agencies in fixing resale prices
have frequently established price differentials for
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different size containers which generally reflect the
various differences in packaging and distribution costs.
Trade practices, such as higher prices per quart for
milk sold in pint or half-pint containers and lower
prices per quart for multiple quart sizes have partially
been accepted by state milk control agencies and have
resulted in appropriate price differentials., Irrespec-
tive of the greater use of 2-quart containers and

gallon jugs, none of the control agencies in the north-
eastern states as yet permlt a lower retail price per
quart for multinle-unit sales than for quart sizes.

The milk control agencieg of a majority of states have
not authorized a price for milk sold in gallon jugs.

In fact, the use of gallon Jugs as milk containers

is dillegal in a number of milk control states, even
though their use finds wide acceptance in many state
markets., Policies governing the resale pricing of milk
301ld in paper or glass containers likewise depends

upon the individual state agency. In Maine, until
recently (April lst, 1956), the price of milk in paper
containers was fixed at one cent per quart above that
sold in glass, In this respect, Maine policy differed
little from that of a number of states. M .1k dealewrs
repeatedly requested state agencies to fix both higher
and lower minimum prices for milk sold in paper contain-
ers, Those arguing for higher minimum prices contended
that the use of paper contailners involved extra process-
ing costs which should be reflected in the established

minimum price fixed by the agency. Dealers desiring
e U7



lower minimum prices have contended that higher
prices in effect penalized the more efficient opera-
tors., State milk control agencies on the basis of
diffuse cost data opresented by dealers have accepted
both points of view as an examination of their re-
spective control provisions on this point will show,

5., QUANTITY OF MILK SOLD,

Quantity discounts to consumers have been permitted
in only part of the controlled states. For competitive
reasons, consumers in unregulated states are frequent-
ly given price reductions by dealers dependrng upon
the quantity of milk purchased, though this practice
is gern=rally more characteristic of sales to wholesale
customers, Milk control agencies in a few of the
regulated states have permitted price reductions to
schools, hospitals, institutions and various state
agencies: a small numbher have provided discounts to
the wholesale trade, The majority of state milk
control agencies, however, have failed to allow quantity
discounts, apparently for fear that their use would
only add to the diffilculty of enforcing minimum ie-
sale‘prices. In Maine, quantity discounts are illegal,
except as provided in established schedules of the
Maine Milk Commission,
F. SEASONAL PRICING.
The practice of seasonal pricing has received little atten-
tion by state milk control agencies until recently, the

tendency being to disregard seasonal reductions in both Class I
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and retail prices, The matter of seasonal adjustments
seems to have been deferred by agencies for the more serious
problems connected with upgrading producer prices and en-
forcement. Prior to the adoption of state price controls,
seasonal pricing was an accepted practice in most markets.
During the months of December through May retail prices

were reduced one or two cents per guart with corresponding
increases between July and December. This practice was
accepted by a few states following the adoption ol state
milk control, resulting in seasonal adjustments in their
minimum retail prices.,. M-re recently, seasonal pricing has
been adopted by a number of other states which establish
resale prices. Until the lagt few years, the Maine Milk
Commission had formulated no definite policy with respect to
the seasonal adjustment of retail prices,

"The present arrangement is to raise the price 2 cents a
quart July 1, and another one-half cent October 1, Seasonal
reductiqns of one cent and one and one-half cents are made

March 1 and April 1, respectively.'#

FEDERAL MARKETING ORDERS,

The Federal Government through the Agricultural Marketing
Agreement Act of 1937, as amended (7 U.S.C. 601 et seq.)
has Jurisdiction over the minimum pricing of milk in or af-
fecting interstate commerce. The Secretary of Agriculture,
pursuant to the provisions of the act, 18 empowered to act
jointly with the various states in establishing appropriate
* Zpenwver, Leland and Christensen,; .3. Kent, "Milk

Control Program of the Northeastern States-— Part I,"
Cornell University, Agri, Exp. Sta. Bul. 903, iov., 1954,
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orders, The act does not authorize resale price fixing as
between handlers or to consumers. State jurisdiction over
milk distribution comes within the police powers of the state
as properly regulating an industry "affected with a public
interest,"” In the use of such police powers, the state

does not invade federal jurisdiction over interstate commerce,
Where the Federal Government has not entered the field, states
may adopt price-fixing regulations as to milk produced within
its own borders destined for interstate commerce, The majority
of such state regulations have established minimum producer
prices, a lesser number fixing resale prices as well, States

" milk or

through such regulations cannot regulate "outside
prevent milk within their borders from moving in interstate
commerce in order to protect local needs. States are, however,
permitted to establish resale prices on "outside' milk re-
talled within the state. At the present time, all Federal
Marketing Orders are issued by virtue of the Agricultural
Marketing Act of 1937, The policy of Congress with regard
to milk distribution is set forth in the act suhstantially
as follows:

" eee...To establish and maintain such orderly
marketing conditions,..... in interstate commerce as w
w1ll establish prices to farmers (parity prices)...
The prices which 1t is declared to be the policy of
Congress to establish .......shall be adjusted to
reflect the price of feeds, the available suppliles
of feeds, and other economic conditions which affect

market supply and demand for milk or its products...

Whenever the Secretary (of Agriculture) finds...that
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the (parity) prices,... are not reasonable in

view of the (above conditions) he shall fix

such prices as he finds will reflect such factors,
insure a sufficient guantity of pure and wholesome
milk, and be in the public interest.,”

According to the provisions of the act, producer
prices must be established on a 'classified use"
bagis, Federal orders may provide "for the pay-
ment of prices which will be uniform either to

all producers selling to a given handler (indi-
vidual handler pool), or to all producers of all
handlers under the order (marketwide pool),

subject to appropriate differentials."

The Secrevary of Agriculture has authority to
regulate producer prices in a given market

where the producers concerned request and

approve the order, and such an order will ac-
complish the purposes of the act,
"An order may provide that payments to a new
producer, 'for the period beginning with the

first regular delivery by such producer and con-
tinuing until the end of two full calendar months
following the first day of the next succeeding cal-
endar month, shall he made at the price for the
- lowest use classification,....'" By the provisions
of the act ".,...no marketing....order.....shall
prohibit or in any manner limit, in the ~=2se of the

products of milk, the marketing in that area of any

milk or product thereof produced in any prcduction
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area in the United States."

The Federal orders used in effectuating the
purposes of the act have shown a decided vnref-
erence for marketwide pools. As of April 1, 1955,
42 markets operated with marketwide pools as
against 14 having individual handler pools. The
fact that the Marketing Agreements Act requires
only two-thirds producer participation for ap-
proval of marketwide pools in contract to the
thiee - fourths necessary for individual handler
nools seems to be the penerally acceptbed reason

fo1r this result,.




PART IV.

CONCL.USIONS AND RECOMMENDATIONS

Ma jority Raport

The Legislative Research Committee has studied and surveyed
the operation of the Milk Commission Law (M1lk Control Law)
and held a number of public hearings to provide all interest-
ed parties with an opportunity to be heard. In addition,
the Committee has met on several occasions with the Milk
Commission, the Commigsioner of Agriculture and Representa-
tives of the Maine Agricultural Experiment Station and
studied many authoritative publications. Reference to these
publications are included in the bibliography to the report.
In attempting to predicate its recommendations on the
soundest possible foundation, the Committee has emphasized
those aspects of the control law which are of the greatest
interest and concern to producers, dealers and consumers.

The report closely examines the origin and development of

state milk control laws and in general stresses those features

incident to price fixing. The provisions found in other
state enactments have been summarized and their theory and
application discussed in the report wherever pertinent. The
Committee has sought to develop an impartial, factual pre-
sentation of the operation of the Milk Commission Law in the

light of operative features and experience of other states

in this particular field. The evidence presented at Committee

hearings has not been indicative of any unique departure of
conditions in Maine firom those experienced in other states,

though it has been stated at hearings that Maine, because
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of meographical location, has a better opportunity to
operate a milk control iaw., Evidence taken by the Committee
has led to the conclusion that the people of Maine are
suvject to'excessive price control regulation, The Com-
mittee believes that the authority of the Milk Commigsion
should be closely adjusted to conform to the actual economic
needs of the industry. An overall conclusion, concurred to
in principle by all members of the Commlittee, is the propo-
sition that price control at best constitutes an cconomic
encroaciment by the State and its perpetuation, bhased on
economic need, should be subJect to continuous scirutiny.,
Suchh an exercise of police power by the State, the Committee
feels, us excusable only in instances of extreme economic
emergency and should be promptly abandoned the moment sta-
pility is restored, The Maine Milk Control Law was enacted
during the period hetween 1932 and 1935 when the lezislatures
of some 27 states adopted legislation of this type to stabil-
ize serious market conditions arislng from the depress.on,
Since that time, there has been a pronounced tendency toward
the repeal of such laws, In all, 15 states currently
resulate producer prices, while 11 of these also estahlish
retall prices. The milk industry has become lncreasingly
subject to additional regulation in the form of federal
control, but such control is limited in application to the
producer level, Sixty-four markets presently operate under
Federal Mllk Marketing Orders, Maine has not bheen subject
to federal intervention in its milk industry. The Milk
Commigsion Law, as establighed in this state, authorizes
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the Milk Commission to fix and establish, after investiga-

tion and public hearing, the minimum wholesale and retail
prices to be charged for milk distributed for sale within
the state, whercever produced. The Committee has accepted
the proposition that producer price controls, as an as-
surance to producers, are presently essentlial to Maine milk

market stability. It further accepts a necessary reten-

tion of retail contiols, but only as an incident to support
of producer price control, The Committee 18 not in favor

of a perpetuation of these controls for the purpose of
pruaranteeing fixed profits to either producers or dealers.
The Committee beliesves that the law should bhe so administered
as to prov.de a foundation for sound market prices, Tt

does not believe that “ts adminlstration should impede the ?
industry in developing desirable price schedules and market-

ing programs,

The Legislative Reseaich Committee, based on 1ts research
and study of milk control in Maine, malres the following
specific recommendat.ions to the 98th lLegislature relative

to the Milk Commission ILaw and its administration:

SPECIFIC RECOMMENDATIONS

STATEMENT OF INTENT, That the Milk Commission be required,

by amendment to the Millt Commission Iaw, to administer its
functions subservient to a fundamental policy promoting the
eventual self-sulficiency of the milk industry,

REASON, The Commiftteec has not been convinced that the Milk

Commission has consigtently acted in the spirit in which the

law was written and has freguently disregarded its resvpon-
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sibilitiés in falling to promote and adopt beneficial
changes and improvements, This recommendation is in keen-
ing with the temporary nature of economic contirols Drevious-
ly ennunciated and stresses the importance of coonerative
effort on the part of the Commission, the Commissioner of
Agriculture and the ndustry to work toward the elimination

of conditions necessitating retention of the present law.

LICENSING, That the Millk Commission be required, by

amenament to the Milk Commission Law, to suspend or revoke
a dealer's license in the event that such dealer .s delin-
guient in payment to his producer,

REASON, The Committee in its coneluslons has indorsed a
present retention of the Milk Commisslion Law. The law,
however, includes no provislon whereby the producer is as-
sured of payment foi his product by his dealer. The 1nclu-
sion of a provision requiring the suspension or revocation
of a dealert!s license conditioned on non-payment to his
producerr would strengthen the present law by providing
necessary protection to producers against the insolvency

and financial irresponsihility of their dealers,

COMMISSION MEMBERSHIP, That the Commission Law be amended

to provide for the addition of two consumer memberg to the
present membership of the Millk Commission,

REASON, The Milk Commission presently consists of 1 dealer,
1 producer-dealer, @ producers and 1 consumer, with the Com-

missioner of Agriculture as ex officlo member, The Com-

mittee believes that the addition of two consumer members

: <
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6.

to the Commission would provide a more equal representation
with those interests of the industry repregsented, eliminate
criticism directed toward the Commission for this reason
and increase the confidence of the general public in the

administration of its functions,

INSTITUTIONS, That the Milk Conmission Law be amended to

provide for the exclusion of private, non-profit Institutions
from the minimum prices fixed and established by the Milk
Commission,

REASCN, The Committece belileves that private institutions,
operated on a non-profit basis and which serve a beneficilal
public interest, should be allowed those same benefits ac-
cruing to state institutions and the school lunch and school

milk programs.,

STORE DIFFERENTIALS, That the Milk Commission be required,

by amendment to the Milk Commission Law, to fix and establish
a price differential between milk sold in stores and home

delivered milk,

B§A§9NL The Committee feels that the present policy
establishing the same retaill price for both store and home
delivered milk is inequitable. Milk delivered and sold

at the home is in nature an additional service to the con-
sumer at greater cost to the dealer and should merit a
piroportionately higher price over milk sold in stores, with
the price saving accruing to those consumers who choosc to

purchase their milk at stores.

VOLUME DISCOUNTS, That the Milk Commission Law be amended
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to provide consumers with price discounts for multiple

sales of home delivered milk,

REASON,  Under the present law and 1ts adminlstration no
reduction in price is permitted for multiple sales of milk,
The Commlttee believes that standard business practices
whereby the price is reduced on quantity purchases should
have equal application to the sale of milk. The Committee,
in view of its recommendation for store differentials, uirges

that such a reduction be allowed only with respect to home

delivered milk,

FARM SALES, That the Milk Commission Law be amended to pro-

vide for the unregulated sale of milk produced and sold on

the premises to consumers,

REASON, The Committee believes that the milk producer who
produces and sells milk on his own premises should bhe removed
from the price-fixing jurisdiction of the Milk Commission,

thereby being permitted to fix his own price to his consumers.

Recommendations 3 and 4 of the Majority Report, relating to

Commission membership and private, non-profit institutions, re-

spectively, are not concurred in by Senator Clarence V. Parker,

The conclusions of Senator Parker, together with his recommenda-
£

tions, are expressed in his Minority Report, which: follows.




Minority Report

The production, distribution and sale of milk constitutes

one of the most important agricultural industries in Maine.
There are approximately 5,000 Maine producers responsihle

for the production of this multi-million dollar commodity.,

In 1955, the gross farm income from this product alone was
$37,351,000, The milk industry should not he considered
entirely from the standpoint of 1ts economic valuve to the
state, as milk is an esgsential food and it 1s important that
an adequate supply be available to the consumer at all times,
Millk production is greatly influenced by the prices paid to
producers, and it is essential that this price be sufficient
to maintain the level of production needed, The Milk Control
Law was developed in response to disorderly conditions
flowing from the depression for the purpose of stabilizing
the milk incdustry for the benefit of producers, dealers

and consume:s. he Milk Commission, in fixing and estab-
lishing minimum producer and retall prices has proved an
effective instrument in maintalining market stability,
insuring an adequate supply of quality milk and providing

a reasonanle return to producers and dealers, The law has
existed for a period of over 20 years and requires some
necegsary changes. The adoption of those changes irecom-
mended by the Research Committee in toto would not bhe
beneficial to the industry., Certain of the recommendationsvl_ >
exceed the limits of reasonableness in undermining the
effectiveness of the Milk Commission Law and raising the
immediate possibility of impaired market stabllity.
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The minority accepts those recommendations of the majority
of the Committee in respect to store differentials, volume

discounts, farm sales and licensing.

With respect to Commigsion membership, the addition of

2 consumer members to the present Commisgion membership,
recommended by the majority, is not concurred in by the
minority, The addition of 2 consumer members will offset
the present balance which exists on the Commission, giving
the consumer interest the largest membership on the Com-

mission by any rvepresented group.

The exclusion of private, non-profit institutions from the
price-fixing Jurisdiction of the Commission, recommnended
in the Majority Report, providing thils recommendation were
adopted by the Legislature, would severely curtail the
abllity of the Commission to control the unstable elements
which are inherent to the milk industry. The minority

does not accept this recommendation,

The recommendations made in :the minority report with respect
to Commission membership and private, non-profit institutions
differ from those expressed by the Legislative Research Com-
mittee in its Majority Revort, including a variance in conclu-
sions, The Minorlty Report represents only the conclusions

and recommendations of Senator Clarence W, Parker.
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EXHIBIT I, |

* RECORD OF APPOINTMENTS TO MAINE MILK COMMISSION* ?

*(Prior to August 5, IO49-ZMATNE WMII'K CONTROL BOARD)

Frank P. Washburn, Perry,

Commissioner of Agriculture, Ex Officio - 3/13/35- 1/1/40
Harold J., Shaw, Sanford, Producer-dealer, Chm, 3/13/35- 7/6/39
Walter H. Perkins, Portland, Dealer 3/13/35- 4/13/37
Wilbur T. Rowell, Brewer, Producer 3/13/35~ T7/21/43
John A, Ness, Auburn, Producer 3/13/35- 8/3/39
George E. Donnelly, Portland, Dealer h/23/37- 6/18/41
Farl P. Osgood, Producer-dealer 7/6/39 - Active
Robert H. Boothby, Livermore, Producer ©10/19/39~ 2/16/44
Carl R. Smith, Exeter,

Commissioner of Agriculture, Ex Officio 1/1/40 - 8/1/45
Ralph E. Redfern, Portland, Dealer 6/18/h1- 1/7/42
George E. Donnelly, Portland, Dealer 1/7/42 - 2/17/46
Leon R. Bowie, Durham, Producer 7/21/43- 9/18 /47
Frank R, Bailey, Woolwich, Producer 2/16/04- 1/2/51
A, K. Gardner, Orono,

Commissioner of Agriculture, Ex Officio 8/1/45 - 9/1/51
Donald L. Grant, Bangoi, Dealer 2/7/46 - 6/29/55

Robert H. Boothby, Livermorc, Producer

9/18/47-11/22/48

Ranson B. Kelley, Fairfield Center, Producer 11/22/48~ 4/2,53
Stanley H. Blanchard, Cumberland Centey,Prolucer 1/2/51 - 1/1/55
Ruth F. Loebs, Waterville, Consumer Q/27/51 . Active
Fred J. Nutter, Corinna,

Commissioner of Agriculture, Ex Officio 8/1/51 - Active
Rex L. Varnum, Sebec, Producer h/2/53 - Active
Dr, Ervin A, Center, Steep Falls, Producer 1/1/55 -~ W/23/55
Albert I, Bean, Hudson, Producer 9/9/55 - Active
Alan H. Clark, Houlton, Dealer 10/7/55 ~ Active



EXHIBIT ITI,

Exhibition of Prices Changed in Portland Area from 1935 through
1954 Showing Retail Quart Prices, Producer Quart Prices,
Cwt. Price and Dealer Quart Spread.

Effective Quart Producers Dealers Quart

Dafe Retail Quatt cuT. Spread
April 7, 1935  $ .12 $ .055 $ 2.56 $ .005
Nov. 1, 1935 12 . 0625 2,906 ., 0575
Feb, 16, 1935 .12 . 06 2.79 . 06
May 16, 1936 .12 .0575 2.67 . 0625
Aug, 16, 1937 .13 . 065 3.02 . 065
July 15, 1941 .14 Neyar:! 3,32 . 0686
Jan, 15, 1942 .15 L0787 3.55 L0713
Jan, 10, 1943 .15 .0838 3.78 . 0662
April 1, 1943 .155 . 089 3.90 , 066
June 1, 1946 L1585 . 092 4,30 .073

( End of O. P. A.)

July 5, 1946 .195 .1161 5,40 .0789
Oct. 16, 1947 .205 123 5.71 . 082
July 1, 1948 215 .13 6,06 ,085
Aug, 1, 1948 .225 . 1355 6.30 0395
Oct. 1, 1948 .23 .14 6.52 .09
Jan. 1, 1949 .22 .131 6,08 . 039
Feb. 16, 1949 .215 .126 5.86 . C89
April 1, 1949 .205 L1117 5.0 . COS
July 1, 1949 215 .126 5,86 .039
April 1, 1950 .205 .117 5,42 008
July 1, 1950 215 .126 5,86 . 039
Oct. 1, 1950 .23 . 136 6,31 . 09U
Aug, 1, 1952 .2l L1481 6.55 . 099
March 1, 1953 .23 .131 6.09 . 099
April 1, 1953 .215 117 5.43 ., 093
July 1, 1953 .235 .136 6.31 . 099
Oct. 1, 1953 L2l 14 6,53 .10
Jan. 1, 1954 .24 .138 6.43 .102
March 1, 1954 .23 .129 5.99 .101
April 1, 1954 215 115 5.33 .10
July 1, 1954 .235 .134 6.21 .101
Oct, 1, 1954 2U L1338 6,43 ,102
March 1, 1955 .23 .129 6.99 .101
April 1, 1955 .215 .115 5.33 ., 10
July 1, 1955 .235 134 6.21 .10
Oct. 1, 1955 2L .138 £ b3 .102




Portland and Boston 200 Mile Zone (per Cwt. of 3.7% Milk)

Comparative Class I Prices

EXHIBIT III.

Difference

Portland over Boston

PORTLAND BOSTON

1053 1954 1955 1956% 1953 1954 1955 1956%
Jan. $6.55 $6.43 $6.43 $6.43  $5.65 $5.43 $5.65 $5.43
Feb. 6.55 6.43 6,43 6,43 5.65 5.21 5.65 5,43
March 6.09 5.99 5,99 5,99 5.21 4.99 5.21 5.21
April 5.43 5.33 5.33 5.33 hoss 4,77 W77 W77
May 5.43 5.33 5.33 5.33 b 55 4,55 L.55 4,55
June  5.43 5.33 5,33 5.33 4,55 L.,55 L.77 L4.55
July 6.31 6.21 6.21 6.21 Lo77 4,77 4.99 4,99
Aug, 6.31 6.21 6.21 6,21 L,og 4,93 5.21 5.21
Sept. 6.31 6.2, 6.21 6.21 5.43 5.43 5,87 5,43
Cet. 56.53 6.43 6.43 6.43 5.65 5.65 6.31 5.05
Nov. 6.53 6.43 6.43 6.43 5.65 5.65 6.31 5.65
Dec. 6.53 6,43 5.43 6,43 5.65 5,87 6.31 5.65

¥ Esfimated

1053 1954 1955
$0.90 $1.00 $0.78
.90 1.22 .78
.88 1,00 .78
.88 .56 .56
.88 .78 .73
.88 .78 .78
1,54 1,44 1,22
1.32 1l.22 1,00
.38 .78 3L
.88 .78 .12
.88 .78 .12
.88 .56 12

1956%

$1.00
1.00
.78

.56
.78
.78
1.22

.78



EXHIBIT IV,

LIVESTOCK AND LIVESTOCK PRODUCTS--Census of 1920 to 1854

1954 1950 1945 1940
Cattle and Dairy Products: {October) (April 1) (January 1) (April 1)
Cattle and farms
calves TepPOrting.e ceees 16,677 20,078 25,845 28,021
NUMbercecescoo s 227,523 204,37 230,894 215,883
value-dollars.. 19,849,281 23,551,294 17,593,204 9,393,739
Cows, inciuding farms reporting 15,512 10,193 25,09 27,153
heifers that NUMDEY e s e eoenoe 115,655 107,702 140,255 138,200
have calved value-doliars.. 14,919,495 18,841,885 14,496,033 7,581,455
MILK Cows Tarms reporting 0520 16,337 (NA) 20,930
NUMDEY s ¢ e vvnnes 106,513 101,861 (NA) 132,160
Dairy products fzrms reporting {(NA) 10,093 12,702 17,550
sold dollarS..ceeen.. 24,339,434*% 22,070,915 16,826,837 9,192,007
Whole milk farms reporting 5,023 7,300 7,028 Q,548
sold POUNGS e v evnnenn 518,664,765  L09,949,973 385,515,605 302,279,671
dollarS..eeeeess 23,929,051 21,119,674 15,405, 728# 7,751 ,281#
Cream farms reporting 1,279 1,290 1,259 2,463
sold 1bs. butterfat. 661,056 507,011 742,362 1,804,065
dollarS...esoas 410,383 414,368 LLs ,575# 572, 78U4#
Butter, butter- farms reporting {N4) 2,709 4 730%* O, bl **
milk,skim milk e }
& cheese s01ld  dollarSciseceoces (Na) 536,874 954 ,5344# 868, 002#
Cows milked, day
preceding enum- farms reporting 14,264 15,927 (WA) (NA;
eration number of cows. 85,609 80,442 (NA) (NA
Mill produced, ‘
cay preceding allonNS...e.... 206,459 210,353 (NA) (NA)
enumeration
Cows & heifers farms reporting (NA) (Na) 26,259 27,848
milked during any
part of prec. yr.number (Nn) (NA) 115,814 123,448

(NA)- Not available.
* Por 1954, whole milk and cream only. -
Published values for 1945 and 1940 were computed on the basis of average prices., For

this table, these values have been adjusted to equal the enumerated value of all daliry
products sold,
*% Butter sold.



EXHIBIT IV.(Con't.)

LIVESTOCK AND LIVESTOCK PRODUCTS- Census of 1920 %o 1954
1935 1930 1925 1920 .
Cattle and Dairy Products: (January 1) (April 1) (January 1) (January 1% .
Cattle and farms reporting 34,011 30,746 /(N%) b1, 2%2
calves NUMDEY . e weoosas 245,010 257,048 236,446 300,74
value-dollars.. 7,010,522 15,287,798 10,199,162 18,270, %A
Cows, including farms reporting BM,BSO {N%} (¥§) “SQ(R?j
heifers that humber......... 158,444 129,905 158,25 L 2,517
have calved value-dollars.. 5,020,872 11,069,590 8,158,?2? lJ,409,£;O
Mill: farms reporting NA) 28,952 37,071 32,532
COWs NUNDEL . o v v evewn. NA) 124,952 151,2(3 173E§§)
Dairy products  farms reporting (NE) 22,891 NA i)
sold dollarS.....c.. (NA) 2,527,1?9 (%ﬁ% 15,522,253
Whoie milk farms repcrting (NA 10,009 _ 1 1
;ozd POUNAS . seeennnn NA j 241,314,387 157,283,508 242 4io, 302
dollars........ NA) 7,134,849 (QA) 8 1,00
Cream farms reporting (NA% (NA ) (yA) (Lp
sold lbs. butterfat. NA) o (wa) iﬂ%) (N2
dollarS........ NA ) 2,685,423 MA) 2,598,720
Butter, butfer-
milk,sltim milk farms reporting NA% 13,103%* EﬁA% L 19, 89g:i
& cheese scld dclilars NA 2,706,517 NA 003 79
Cows miiked,day ] y
praceding farms reporting (NA} 26,}23 {h%) E%ﬁ%
enumeration number of cows. (NA 97,618 NA) ]
Milk produced -
day precediné gallons (NA) 217,858 (ma) (NA)
enumeration 7 -
Cows & heifers  farms reporting 305433 30,427 33,859 (NA)
milked during any ~
part of prec. yr.number...... e 143,475 131,426 149,736 (NA)

(NA) Not available.
For 1954, whole milk and cream only. ) ) .

# Published values for 1945 and 1940 were computed on the basis of average prices. or
This table, these values have been adjusted to equal the enumerated value of all dairy
broducts sold.

* ¥ Butter solid.



: EXHIBIT V. (Page 1)
County Table LIVESTCCK AN EoTOCK PR Census of 1954 and 1950
B Kndros-
CATTLE AND DAIRY PRODUCTS: The State coggin Aroostook Cumberland Franklin
Cattle and “Farms reporting 1954 16,077 779 2,895 1,075 773
calves 1950 20,078 1,034 3,522 1,396 872
Number...coess 1954 227,523 13,311 34,181 13,692 11,508
1950 204,875 12,985 29,144 13,619 10,715
Cows, including Farms reporting 1954 15,412 717 2,826 945 728
heifers that 1950 19,193 982 3,444 1,313 834
have calved Number........ 1954 115,655 7,148 17,396 7,222 5,348
1850 107,702 7,187 14,541 7,466 5,336
MIIK cows Tarms reporting  1ooh 14,820 700 2,705 893 711
1950 18,397 oL5 3,185 1,245 816
Number........ 1954 105,513 5,858 14,372 6,573 4,802
185C 101,861 6,680 12,724 7,117 5,037
Heifers and Farms reporting 1954 13,097 AL5 2,362 802 630
heifer calves Number........ 1954 88,735 5,191 11,770 4,840 4,605
Steers anc bulils, _
including steer Farms reporting 1954 9,048 390 1,831 575 426
and bull calves Number........ 1954 23,133 972 4,993 1,630 1,549
Farms reporting L1O54 5,823 305 608 355 209
Whole milk sold 1919 7,365 u88 639 508 365
PoundS......... 1954 518,664,765 35,022,706 45,858,875 34,862,545 22,431,118
1949 409,849,973 33,155,010 24,902,700 31,132,362 22,177,222
DollarS,.eeee.. 1954 23,929,051 1,788,200 1,874,676 1,658,434 1,072,383
1949 21,119,674 1,809,532 1,193,202 1,661,487 1,101,726
Farms reporting 1964 1,279 37 435 57 Re
Cream sold 1949 1,29 33 460 383 30
Lbs.butterfat.. 1954 651,056 31,021 173,877 37,401 23,704
1949 607,011 16,557 132,548 Ls hsp 7,359
Dollars...... . 1054 53,333 20,263 94,581 21,334 18,090
1949 414,368 11,595 89,315 31,010 5,902
Cows milked, day Farms reporting 1954 14,264 671 2,504 856 698
Preceding enumera-
tion Number of cows 1954 85,679 5,447 10,833 5,328 3,843
Milk produced,day
prec.enumeration GallonS....... 1954 206,459 13,942 23,485 13,612 9,646
Butter churned )
week preceding Farms reporting 1954 4,710 155 1,073 235 22
enumeration Pounds........ 1954 33,018 1,215 g,033 2,119 1,536



County Table

EXHIBIT V. (Page 2)
LIVESTOCK AND LIVESTOCK PRODUCTS Census of 1954 and 1950

CATTLE AND DAIRY PRODUCTS: Hancock Kennebec Knox Lincoln
Cattlie and Farms reporting 1954 576 1,656 055 c23
calves 1950 761 1,713 622 687
Number..eeoeess 1954 3,898 24,563 L ,653 5,972
1950 3,953 21,920 4,528 5,00%
Cows, including rarms reporting 1954 518 1,509 4ok 507
heifers that 1950 721 1,678 580 55Q
have calved NUMDE e 6o onene 1954 2,065 12,501 2,283 2,50
1550 2,188 11,540 2,416 2,59;~
Farms reporting 19854 493 1,452 3393 51¢
Milk cows . 1950 678 1,528 569 610
Number...... ... 1054 1,965 11,5898 2,173 2,403
1950 2,074 11,141 2,343 2,306
Heifers and Farms reporting 1554 354 1,309 320 gy
heifer calves Number......... 1954 1,295 10,037 1,819 2,529
Steers and bulls,
inciuding steer Farms reporting 1954 272 335 ool 328
and bull caives Number......... 1954 538 2,125 561 777
Farms reporting 1954 170 039 141 145
Whole milk sold 1949 263 TH3 192 198
PoundS..eceacs. 1954 7,571,615 61,346,898 9,670,880 9,492,052
1949 5,585,554 148,339,528 5,890,163 8,032,923
D01larS..ceees.s 1954 383,903 2,953,427 473,473 432,344
1949 307,753 2,509,779 551,359 435,105
Farms reporting 1654 09 i1 20 17
Cream sold 1949 90 76 28 22
Lbs. butterfat 1954 41,893 64,342 14,539 3,306
1949 64,176 70,669 14,359 2,569
Dollars........ 1954 27,192 Lo 340 9,024 1,994
1949 44,451 47,038 9,185 1,694
Cows milked,day Farms reporting 1954 483 1,396 .385 480
Preceding enumera-
tion Number of cows.. 1954 1,670 9,640 1,795 1,980
Milk produced,day
prec.enumeration GallonS......... 1954 3,627 22,729 4,283 5,019
Butter churned
week preceding Farms reporting 1954 211 L10 122 163
enumeration POUNdsS..eeeeenns 1954 1,233 2,919 746 893

i



EXHIBIT V., (Page 3)
County Table LIVESTOCK AND LIVESTOCK PRODUCTS Census of 1954 and 1950
Piscat-
CATTLE AND DATIRY PRODUCTS: Oxford Penobscot aguis Sagadahoc
Cattle and Farms reporting 1954 1,151 1,703 30 284
calves 1850 1,357 2,177 559 341
Number-........ 1954 14,101 30,243 7,357 3,969
1950 13,353 27,017 5,068 3,684
Cows, including Farms reporting 1554 1,065 1,582 4008 250
heifers that 1850 1,309 2,084 542 324
have calved Number....ooe.. 1954 7,116 15,296 3,751 1,960
1950 6,907 14,131 3,324 1,995
Farms reporting 1954 1,021 1,522 394 237
Mill cows 1950 1,256 1,577 525 310
Number......... 1954 6,538 14,566 3,383 1,749
1950 6:381 -‘-33556 2:926 15907
Eeifers and Farms reporting 1954 91 1,300 358 227
heifer calves HNumber.....o«.. 1954 5,607 12,685 2,907 1,504
Steers and bulls
including steer Farms reporting 1954 597 895 232 143
and bull calves NUMDETr.seeoeso. 1954 1,468 2,262 599 415
FParms reporting 1S54 421 770 179 96
1549 551 990 210 121
Whole milk sold PoundS ........ 1954t 33,361,h62 82,477,744 17,664,851 7,978,754
1chg 26,805,155 63,235,473 11,499,414 7,205,423
DollarSe.esoaas. 1954 1,565,938 3,706,873 8oL ,851 433,637
1949 1,395,805 3,103,268 593,273 405,883
Farms reporting 1954 77 122 39 I
19L9g 90 123 33 16
Cream sold Lbs.butterfat. 1954 38,267 70,253 21,650 17,418
1949 28,395 95,657 13,960 8,663
DO11larS..eeeoso 1957t 26,081 43,257 14,897 10,797
1849 27,993 62,324 11,153 5,037
Cows milked,day Farms reporting 19654 990 1,061 383 233
precedlng enumer-
ation Number of cows. 1954 5,196 11,854 2,781 1,469
Milk produced,day
prec.enumeration Gallons 1954 13,640 29,575 6,518 3,844
Butter churned
week preceding  Farms reporting 1954 354 354 128 84
enumeration POUNCS eeeeoonan 1954 2,438 2,571 1,009 Lol




EXHIBIT V. (Page 4)

County Table LIVESTOCK AND LIVESTOCK PRCDUCTS Census of 1954 and 19&9
CATTLE AND DAIRY PRODUCTS: Somerset Waldo Washington York
Farms reporting 1954 1,456 1,078 o4l 1,00¢
Cattle and 1950 1,521 1,265 867 1,324
calves NUmber. coconns 1954 25,217 15,109 4,512 15,083
1950 21,678 12,406 L 551 14,033
Cows, including Farms reporting 1954 1,373 1,001 600 933
heifers that 1950 1,423 1,213 820 1,226
have calved Number, ¢eee.eeo. 1954 13,022 7,028 2,365 7,686
1950 11,332 6,790 2,639 7,506
Farms reporting 1054 1,335 982 500 579
Mill cows 1950 1,438 1,188 768 1,192
NUMbEreeoseosass 1954 12,313 7,451 2,052 7,022
1950 11,100 5,545 2,450 7,214
Heifers and Farms reporting 1954 1,200 ol5 409 G377
heifer calves NUMDEIreeoeoesss 1954 10,373 5,078 1,524 5,731
Steers and bulls,
including steer PFarms reporting 13954 820 589 265 575
and bull calves NUumber..,....... 1954 1,822 1,203 523 1,59
Farms reporting 1954 093 479 126 370
1945 805 578 213 501
Whole milk sold PoundS......... 1954 55,412,611 37,108,090 7,985,954 38,327,588
1949 49,706,478 28,052,048 7,635,137 32,495,353
DollarS.ieecesos 1954 2,862,330 1,547,873 412,137 1,888,572
1949 2,390,518 1,317,078 42,704 1,827,100
Farms reporting 1954 Sl Lo 57 29
1949 50 39 76 b
Cream sold Ibs.butterfat.. 1954 40,897 11,074 29,765 41,559
1949 38,51 14,679 22,618 20,791
DollarS.seeee.. 1954 27,604 7,219 19,675 25,535
1949 25,163 10,346 16,282 14,379
Cows milked,day Farms reporting 1954 1,230 949 554 FeYingt
Preceding enumer-
ation Number of cows. 1954 10,054 6,132 1,925 5,662
Millkk produced,day
prec.enumeration GalloNS........ 1954 23,270 14,431 4,321 14,417
Butter churned
week preceding Farms reporting 1954 353 289 248 229
enumeration POUNCS.veernnns 1954 2,567 1,541 1,698 1,006




