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ABSTRACT

This thesis has considered some of the basic order pro-
visions needed in case of Federal milk marketing regulation
for the entire Lower Peninsula of Michigan., The provisfions
considered were as follows:
l. Delineation of the marketing area and the number
of orders to effectuate regulation in the Lower
Peninsula of Michigan.

2. Construction of classes of use.

3. Analysis of transportation differentials,

4, Consideration of a seasonal price plan,

5. Type of pooling arrangment and poo!l plant require-
ments.

It was hypothesized that these outlined provisions would
need revision in moving from the present regulated and unregu-
lated territory in Michigan to an expanded and merged order or
orders embracing the entire Lower Peninsula of Michigan. In
general, the following procedure was used in reviewing each
Provision:

I, The problem in each case was defined.

2. Criterfa were erected for a theoretical framework
in which to develop the analysis.

3. Finally, the criteria were analyzed to arrive at
what was belfeved to be the best alternative pro-
vision for inclusion as part of the Lower Peninsula
order,

One of the difficulties encountered in the analysis was

the conflicts of interest between consumers, dealers, and pro-

ducers, Also two types of problems were considered, one dealing
iv



with equity and one dealing with efficiency. These conflicts
and the problems of equity were difficult to overcome, but
insomuch as possible definfite recommendations were made in the
light of the best available fnformation, and with some commonly
accepted equity objectives in mind. The recommendations were

as follows:

The Market Area

It was recommended, on the basis of eight examined
criteria, that there should be one order for the entire Lower
Peninsula.

The Classification System

It was recommended that milk be classified in two use
classes. This was based largely on the inspection require-
ments actually enforced on the major Lower Peninsula markets.

Transport Differentials

The best alternative transport differential system for
the Lower Peninsula order appeared to be the f. 0o, b. price
at Detroit less transfer cost to other zones set up by airline
miles in the state. This appeared to approach the "perfect
market" concept and provided for a decrease in price toward
the Wisconsin large surplus area and the "Thumb" small sur=-
plus areas.

Seasonal Price Plan, Type of Pool and Pool! Plant Requirement

The seasonal price plan recommended for the Lower Pen-
Insula is the base and excess plan largely due to its effective-
ness and prior acceptance in the state,

A market wide pool was recommended sfnce it appeared to
be the most equitable alternative.

Poo! plant requirements were set up requiring minimum
sales in the area and a specified percent of producer receipts
delfvered on routes to qualify a distributing plant as a pool
Plant or delivered to a distributing plant in the market area
to qualify a supply plant as a poo! plant under the order.

is was considered necessary for proper functioning of the
classified price system under the order.
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CHAPTER !

SOME PRELIMINARY STATEMENTS

Introduction tc the Study

This thesis ¥s a study of some of the basic provisions
needed in an area wide milk marketing order or orders for the
Lower Peninsula of Michigan. It is hoped that this analysis
will be of benefit to leaders of producer cooperative organ-
fzations, the Dairy Division of the United States Departmen{
of Agriculture and others interested in the Federal order
program as applied in Michigan,

The study is nefther an argument for, nor against, the
use of Federal orders nor for an order in a particular area
of Michigan. The basis for Federal milk market orders has
been established by Congress under the Agricultural Marketing
Agreement Act of 1937, as amended, and the authority for
government control of the milk industry has been backed by
Several United States Supreme Court decisions. One of the
first of these was the State milk control case of Nebbia v.

New York! the court stated:

L , Where
Milk is an essential item of djet. It cannot long
be stored. It is an excellent medium for growth of
bacterfia. These facts necessitate safeguards of its
production and handling for human consumption which

'Nebbia v. New York, 291 L.S. 516, SI17 (1933)




greatly increase the cost of business. Failure of
producers to receive a reasonable return for their
labor and investment over an extended period threaten
a relaxation of vigilance against contamination....
The flufd milk industry is affected by factors of
fnstability peculfar to itself which call for special

methods of control.

The Nebbia case was very important in respect to both
state and Federal regulation because it established the
validity of price fixing under conditions existing in the
early 1630's.2 The first case dealing directly with a Fed=
eral milk order was that of the United States v. Rock Royal

Cooperative, Inc, et. al.3 which established the Constitution-

ality of several provisfons of the Agricultural Marketing
Agreement Act and of Federal order No. 27 (New York City

Market). H. P. Hood and Sons, Inc. et. al. v. United States

et, al.4 upheld delegation of authority, price fixing and
equalization provisions citing the Rock Royal case, settled
the same day, as a basis for its decision.

Every milk order is issued by the Secretary of Agri-
culture at the request of, and with the approval of, the
dafry farmers supplying a market with fluid milk when a show-
ing can be made that such an order would tend to effectuate

the purposes of the Agricultural Marketing Agreement Act.

——

QGertrude G. Foelsch and Hugh L. Cook, An Analysis of
Federal Court Decisfons Relating to the Marketing of Fluld
MITk, Research Bulletin 200, Univers?ty of Wisconsin, Madi-
son, January, 1957.

3Unfted States v. Rock Royal Cooperative Inc, et.,al.
533 ( 19738y,

4

307 u. %’%ﬁ_ﬂ’ﬁi&dh_ﬂo v. United States




In the final analysis, whether separate orders for different
areas of Michigan, one order for the Lower Peninsula, or any
order at all §is established, depends upon the wishes of the
producers and their representatives in the area and upon the
recommendation of the Secretary of Agriculture.5

Federal orders for the marketing of milk are not new
in Michigan, The order for the Detroit milk market was estab-
lfshed on September I, 1651, Since that time orders have
been drawn up for the Muskegon area, October |, 1953; and for
the Upstate Michigan area, November |, 1955. On November 20,
1957 a promulgation hearing was completed for an order which
would include all of the Upper Peninsula of Mjchigan and part
of Wisconsin, The area currently under Federal milk order
regulation in Michigan is shown in Figure I=|,

Federal milk market regulation in the United States
has been growing steadily since the first milk Iicense was

fssued under authority of the Agricultural Adjustment Act of

5In the long run the public also has an interest - Mr.
Her rmann has explained this well when he safid: "It would
Seem that considerations of publfic policy should be upper=-
most in our minds in fixing prices, for the public, through
its elected representatives may will a milk control law into
being or into oblivion." L. F. Herrmann, Head, Dairy Section,
Marketlng Research Division, Unfted States Department of Ag=-
riculture, "Objectives and Standards in Determining the Price
Dealers Pay for Milk: Considerations of Economic Theory and
Publ fc Policy," paper given at the International Association
°f Mi Ik Control Agencies, Toronto, Canada, September 26, 1956.



Upstate
Order No. l6~5’

Muskegon
Order No. 85
e 4

-
— Detroit
Order No. 24

R Toledo
Market Area
Order No. 30

Figure I=-1 Area Status of Effective Federal Milk
Market Orders fn Michigan as of January
I, 1958.




1933.6  The 1933 Act was amended in 1935 and again two years
later as the Agricultural Marketing Agreement Act of 1937.
Under these amended Acts, marketing orders replaced |fcenses.
Although the legislation provides for the possible use of
marketing agreements, 'the marketing of milk is usuaily regu-
lated by marketing orders.

The Secretary of Agriculture is authorized to include
in milk orders, regulatory provisions within the broad out-
lines of the statute. This statutory measure is therefore
an example of enabling legislation which, standing alone,
imposes no regulation but instead directs. the {ssuance of
regulations from time to time, whenever the evidence at a
public hearing seems to justify them. This method of regu-
lation is in contrast to regulatory statutes which merely
eﬁumerate certain prohibited practlces.7

At the end of 1957 there were 68 milk markets or milk
marketing areas with Federal milk market orders in the United

States. This represents almost twice as many orders as were

6The Act authorized marketing-agreement programs, which
. 28llowed the Secretary of Agriculture to enter into agreements
With handlers of agricultural commodities in interstate com=
Merce, When some handlers refused to participate in this
Program the Secretary was gfven authority to issue licenses
hich compelled all handlers to comply with the provisions of
the marketing agreements,

7

Marketing, The Yearbook of Agriculture 1954 (U.S.
Government Prln%ing Offfce), p. 262.



fn effect in 1949, Table I=| shows the number of milk Ii-
censes and orders in effect on January | of each year from
1934 through 1958. Note that the number of Federal orders
fncreased substantfally after 1948 until 1956, The same
number of markets in 1956, 1657 and 1958 does not represent
the true situation since there have been a number of order
mergers in these years.8
Table I=1 Federal licenses and marketing orders regulating
the handling of milk, 1934-19582a

(Number of Lfcenses and Orders in Effect)

Year Licenses Orders Year Licenses Orders

1934 15 o} 1947 (| 30
1935 46 0 1948 0 30
1936 32 6 1949 o] 35
1937 18 7 1950 o] 39
1938 15 10 1951 0 46
1939 14 14 1952 0 50
1940 12 19 1953 (o] 49
1941 7 20 1954 0 53
1942 5 22 1955 0] 63
1943 5 22 1956 0 68
1944 4 24 1957 0 68
1945 | 27 1658 0 68
1946 | 29

—

8pata 1934-56 from Anthony 8. Ro jko The Demand and Price
Structure for Dairy Products, Technical Bulletin No. 1168,
z.’4.5., United States Department of Agriculture, May, 1957,
P. 140, Data for 1957 from Fluid Milk and Cream Report, A.M.S.,
United States Department of Agriculture, February 18, 1957.

gata for 1958 from Fluid Milk and Cream Report, A.M.S.,United
tates Department of Agriculture, February 20, 1958, All data
288 of January I, each year.

—

a 8Three order combinations took place fn 1957: Akron

M"d Stark County, Ohio, orders merged February |, Tulsa=-

0:?k09ee order merged with the Oklahoma City order into the
ahoma Metropolitan order effective May |, and the Kansas



The Need for This Study

Ma jor milk marketing cooperative leaders and others
interested in the marketing of milk In Michigan have indicated
the need for considering an area wide order or orders for the
Lower Peninsula of Michigan., The importance of this problem
fs shown by the fact that there were 179,002 farmers in United
States selling milk under the sixty-one Federal orders report-
fng for the full year, 1957. An average of 89,926 thousand
pounds of milk was received dafly from these producers, or a
total of 32.8 billfion pounds for the year., This represents
over one-fourth of the United States total milk production,

In Michigan, the three operative Federal orders regulated an
average of 13,573 producers in 1957 with annual producer re-
Celpts approaching two billion pounds, or approximately 36
percent of total Michigan milk production.? 1In addition, 58
percent of the population of Michigan and 33 percent of the

fluid milk dealers were estimated to be located in these

City order merged with the Topeka order on October I. In
addition, there were two major expansfons in Federal orders
In 1957: The New York City order (now The New York-New Jer-
Sey order) was expanded to fnclude several Upstate New York
8nd Northern New Jersey counties, and the Lima, Ohfo order
Yas expanded into the North Central Ohio order. Effective

g?:e? on these two orders were August |, and July |, respec-
ely.

9Fluld Milk and Cream Report, A.M.S., United States
Oepartment of Agriculture, February 20, 1958, pp. 34=35, and

g“k Production on Farms and Statistics of Dairy Plant Pro-
Sucts, A.M.S., United States Department of Agriculture, Feb=

ruary, 1958, p. 8.
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market order areas as defined January I, 1958.!0 Thus fiuid
mi Ik prodhcers, consumers, and fluid milk dealers are con=-
cerned with this program. An expanded Lower Peninsula order
or orders combined with the proposed Upper Peninsula order
will affect all of these groups. There have previously been
no studies made dealing explicitly with problems of expanded
Federal order regufation in Michigan, and no information was
available to answer questions about this program submitted
by the various interested groups.

The place of the State Unfversity, as a public institu-
tion, is to serve all the people. A study of a program as
complex and of such tremendous scope as Federal milk orders
can be of help to fluid milk producers and their cooperatives,
milk dealers, milk regulatory agencies of the government,
and the consumers of fluid milk and milk products. These
groups are all affected in some way by the provisions of a
Federal milk order program in their area (conflicts between
these groups are explained in a later section of this chapter).
This places a great responsibility on those who must make the
decisions in regard to the program. It is belfeved that the
Unlverslty can contribute to the lntefests of society by a
8tudy of the Federal order program in Michigan:

l. Onjy limited resources are now employed by outside

'oPopulation estimates as of January |, 1957, "Survey

gf Buy ing Power," Sales Management, Bil| Brothers Publishing
°rporation, New York, May lg, 1937.
Dealer data from Michigan Department of Agriculture,

list of licensed dealers, October 20, 1957.




sources in studies of the Federal order program

fn Michigan, It is important to make preliminary
investigations before holdinga promulgatation hear-
ing since once such a hearing is held, lIimited time
and only information contained {n the records can
be used in arriving at a final decision on an order
and its provisions by the United States Department
of Agriculture.

2, Only limited facilities and personnel are avafl=
able by outside sources for research and lfttle if
any formal research is being conducted on problems
of Federal milk order regulations as they might
affect all the people.

3« The University can stress efficiency in its re=-
search since it is more apt to be an unbiased
agency. Such stress on efficiency rather than on
personal galns of any individual group could con=
tribute to the general welfare.

4, The University is able to gather information from
all the groups concerned, has facilities to analyze
the data and personnel in many related fields which
can contribute to the problem at hand,

Definftion of the Problem

Although time fimits complete coverage of all provisions
for a Lower Peninsula milk order or orders, the most important
ones are believed to have been consfidered in this thesis.

The proposed provisions are examined in the following order
and the entire framework is closely related.

l. Delineation of the area of the Lower Peninsula of
Michigan to be regulated and the most effective

.'The concern for more advance study on this complex

Program was expressed in a recent paper given by Mr. Fedder=-

Sen at a meeting of the International Milk Control Agencies.

S' C. Feddersen, Deputy Director, Dafiry Division, A.M.S.,

Nited States Department of Agriculture, "A Changing Concept

:f a Mi |k Market," Mimeograph of a paper given at the annual

c:ft“TQ of International Milk Control Agencies, Berkeley,
ifornia, July 10, 1957.
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method of regulation--Closely interwoven with the
problem of defining the marketing area is the ques-
tion of whether this area should be regulated by
one, two or several orders,

2. Construction of classes of use for the new order
or orders,

3. Analysis of transportation differentials appli-
cable to the uniform prices pajid to farmers through
the pool and used in determining minimum class prices
to be paid into the pool by handlers.

4, Consideration of a seasonal price plan for the
proposed order or orders.

5. Development of type of pooling arrangement and
criteria for determining which plants and pro-
ducers to subject to the pricing and equalfzation
provisions under the new order or orders.

It is important to reiterate that these above listed
provisions are closely inter-related and must be considered
as a whole in construction of the proposed area wide order
or orders,

Provisions on pricing of fluid milk and non=fluid milk
classes, formula pricing of milk, supply-demand adjusters,
negotiated pricing, and administration of the order, although
important, are not covered in detail in this analysis. These
are considered large enough problems for separate considera-
tion in another study, while at the same time it is felt a
contribution can be made by investigating the five closely
inter-related provisions listed above and developed in the
Chapters which follow, These provisions are greatly affect-
ed by an extended order and it was felt worthwhile to con-

Centrate on these outlined provisions in greater detail than

Would be possible had all order provisions been reviewed.



Hypothesis

It is believed that there is a need for detafled examin-
ation and tafloring of the five outlined provisions as they
apply specifically to an expanded Lower Peninsula order or
orders., It fs hypothesised that these outlined provisions
contafned in present Federal order markets in Michigan will
need revision, some of which may be major, when fncorporating
the existing regulated and unregulated territory into an order

or orders embracing the entire Lower Peninsula of Michigan.

Methodology
The need, definition of the problem at hand, and the

hypothesis of this thesis have been set forth in this chapter.
The remaining portion of the thesis is devoted to elaborating
on this hypothesis and analyzing the hypothesis in the light
of economic theory, avaflable data and thinking of leaders

in the dairy marketing field.

Pertinent literature is reviewed and used to help form=-
ulate definitions and construct criterfia in each of the chap-
ters, Each chapter is treated as a separate entity to examine
each of the five major provisions previously outlined (Pro=-
Visions four and five are combined for analysis in Chapter
V). The overall thesis is built on each individual chapter
80 that they become fnseparable in making recommendations
for the area wide order or orders. 1In general the following
Procedure 1s used in each chapter: (1) The problem in each

€3se fn pofnt is defined; (2) criteria are erected for a
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theoretical framework in which to develop the analysis; (3)
finally, the criteria are analyzed in the light of the best
available primary and secondary data and alternatives or
recommendations are written for each particular case.

The data used to construct and analyze the criteria
were obtained from the local city and county health depart-
ments of Michigan, the Dairy Division of the United States
Department of Agriculture, the Market Administrators' offices
of the Michigan milk order markets, and selected nearby out-
of-State markets. Data were also obtained through correspon;
dence and interviews with cooperative leaders and the Michi=-
gan Department of Agriculture. In addition, considerable
aid was found in historical examination of Michigan orders
and of several recently expanded or consolidated area wide
orders in the United States. These data came from recommended
decisions, final decisions, and the orders as written in the
Federal Register.

In developing the material it was found that there
Were many conflicts of interest between consumers, dealers,
and producers. In many cases these conflicts prevented a
clear cut recommendation and several alternative sftuatfons
are presented. It is realized that some of these problems
dealing with "equity" will have to be worked out in the Con-
9ress, the courts, and through public hearings relative to
the final acceptance of the proposed milk order. and its pro-
v‘sftans. Some decisions dealing with equity also have to be

Mde py the United States Department of Agriculture in writing
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order provisions and administering the program. Some of the
most important conflicts of interest are presented in the

section which follows,

Conflict of Interests

It is realized that there are at least two fundamental
problems in a study of this type. One deals with efficiency
(economic and technoligical) and the other with equity.!2 In
addition it should be pointed out that there are alsc numerous
non economic criteria which might be used in appraising the
the institutions involved in such a study. Scitovsky defires
econcmic efficiency and technological efficiency as follows:

An economically efficient distribution of consumers'

goods is one that distributes a given quantity of

coods in best conformity with consumers' preferences;
whereas a technologically efficient distributive
system is one that performs the physical task of
distribution at 2 minimum cost in terms of man power,
equipment, and other resources.!2

Efficiency is only one of the criteria by which econ-
¢mic organization can be appraised. Ancther one, perhaps of
equally great importance, is the problem of equity. £ESquity
deals with the distribution of wealth and income. "The econo-

mist cannot set up standards of equity as he sets up standards of

eff‘iciency; nor have objective or universally accepted standards

. l2Tibor Scitovsky, Welfare and Competition (Chicago,
Richarg p. Irwin, Inc., 1951), p. 55.

|
3Ibid.
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of equity been set up by anyone else."!4 There is even some
question among economists of his right to deal with this‘pro-
blem at all.!5 Equity is considered to involve making value
judgments without objective proof. Many economists realfize
today, however, that most economfc problems have equity im=-
plications and they are concerned about making such judgments
based on the best available information,!6

The consfderatfon of a Federal milk market order or
orders for the Lower Peninsula of Michigan involves both
efficiency and equity problems., For example, the delfineation
of the area or areas of the Lower Peninsula of Michigan to
be regulated involves several equity problems. It is necessary
to determine which handlers to bring under the system and which
to leave unregulated. Certainly the selection will affect
diétributton of fncome between the groups of handlers. Which
city markeéts are regulated also presents an equity or fncome
distribution problem between producers now shipping to high
Price markets and those shipping to low price markets when

@ classified price plan is set up and when equalization occurs

o ——

41bid., p. 59

c l5Lionel A. Robbins, An Essay on the Nature and Signfi-
Ca"'ce of Economic Science, (2nd ed., London, McMilllan and
. Limited, 1948), Chapter 2 and 6. :

16Lawrence W, Witt, Course Notes, Agricultural Economics

572- M{chigan State University, Summer, 1957.

soc § Tibor Scitovsky (Op. cit. pp. 62-63) states: "In our
©ety, therefore, the economist must, whether he likes it

g: go‘t, weigh both efficiency and equity considerations when
at‘c)EWTders on policy decisions....since most of his recommend-
ind§ 'S are bound to affect the distribution of welfare between
seng o § duals and between social classes, he must also have a

€ of fairness and economic justice,”
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under a proceés of market wide pooling.

Changing transport differentials may reduce or increase
total transport costs in the State making producers, handlers,
and consumers better off, or worse off, but they may at the
same time lead to a redistribution of income between these
three groups which is clearly an equity problem,

When use classes are consfidered, handlers with different
kinds of operations will be in conflict over the inclusions
made in each class, Operating cooperatives, which are hand=-
ling surplus with specialized equipment, will also be con=
cerned over the selection of products in various pricing
classes. Reclassifying may also affect consumers who use
whole milk, flavored milk, buttermflk, egg nog, fluid cream,
etc., in different proportions. Producers now supplying un=-
regulated milk for products which do not come under the high
Price "ordinance" product line may find, upon reclassifying,
that they no longer have a market for their unregulated milk
until they meet new requirements,

A seasonal price plan which adds higher prices for falli
Production certainly affects distribution of income between
Praducers from those with irregular production to those with
More even production patterns. It can in turn promote effi-
c'eficy in cooperative and dealer manufacturing plants where
MOre even manufacture, with less emergency capacity is possi-
ble under such a plan, |

The type of pool and pool plant requirements can mean

% tremendous difference. in fncome of various groups. Under
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a market wide pool, producers formerly shipping to a handler
with high Class I utilization would then receive the same
price as those shipping to a handler with lower utilization.
Handlers would also no longer (under a market wide pool) have
the same incentive to restrict surplus milk. The percent
Class I utilization and blend prices to producers for the
entire market may decrease. Tough pool plant requirements
can lead to higher returns for handlers and for producers
already in the pool, while on the other hand, less rigid pool
plant requirements may lead to a number of plants qualifying
merely to benefit from equalization., These considerations,
of course, all involve equity problems.

The above list does not exhaust the possible conflicts
_between groups which must be considered in this thesis. In
general the economic objectives of the groups involved differ
as follows:

1. Cooperatives (group of producers)

Objective.==gross or net return to members through
bargaining power.

I1I. Individual producer

Objective.-=his firm's net return or profit.

IIl, Individual consumer

Ob jective.,=-=consumer gain, lower price for the same,
or better quality product, more products or bigger
selection of products,

Iv., Handler (milk dealer)

Objective.==his firm's net return or profit.




V. Dealers' Trade Assocfation

Ob jective.=-=gross or net returns to dealers through
barcaining power.

These objectives are in conflict in most instances--Group I
and V are in a bilateral monopoly position.'7 Groups 1 and
Il are composed of the same individuals, as are Groups IV and
V. Between these two groups is the consumer whose welfare
must also be considered. There are also conflicts within in-
dividual groups as for example, between near and distant pro-
ducers.

Equity objectives are more difficult to enumerate for
the varfous individuals and groups. However, through the
years, some such objectives have become established by pre-
cedent, Examples of equity objectives are outlined below,
This list fs by no means exhaustive,

I. Cooperatives (group of producers)

Objective.==Power to will an order into being--
the delegation of authority given to cooperatives
to cast the votes of their producer members "en
bloc" has been allowed under the act. This gives
a large cooperative tremendous power over dealers,
other smaller cooperatives, non member producers,
and even fts own member producers who may ob ject
to the order.

II. Individual Producer

Objective.==Unfiform blend price to all producers
for market milk of the same quality and place of

n '7lt fs recognized that the two groups in Michigan are
7‘ Completely organized. Michigan Milk Producers for exam-
gt: ?argains for 84 percent of the milk in Detroft. However
era? er states that the same principles apply in both bilat-

MOonopoly and in bilateral oligopoly situatfons., George

;;v?t'gler, The Theory of Price, The Macmillan Co,, New York,
Sed gditTon 1952, p. 24T.







delivery-=]t has not been considered fair that
one producer or one group of producers under the
order should be responsible for the disposal of
surplus on the market., Individual handler pools
and market wide pools are therefore provided under
the act, An individual handler pool pays each
producer the same blend price based on this hand=-
ler's average utilization of milk at all of his
plants regardiess of the use made of the indivi=-
dual producer's milk, Market-wide pools (which
are easier to obtain under the Act) provide that
a uniform blend price be paid to all producers
regardless of the class use of the individual
producer's own milk or that of the handler to
which he ships.

I111. Individual Consumer

Objective.-=A "fair retaiy price” for packaged

mi lk==Although resale prices are not set under

the Federal order program, equity considerations
such as a "fair price" for an ample supply of
wholesome milk for the consumer seem to be under-
stood by precedent., A "fair price” would seem to
imply uniform retail prices for milk and milk pro-
ducts on all markets, given supply and demand con=

diticens, varying onl ty transfer costs from surplus
todefiéit mgrkgts. y Ry P

IV, Handler (milk dealer)

Ob jective.,=-=Uniform Class prices to be paid by all
handlers on the market--The same Class I price, for
example, must be paid by all handlers for milk going
into fluid consumption, This is regardless of the
size of handler, type of producers, or consumers,

or any other consideration, except location of
country receiving station or butterfat differences.

V. Dealer Trade Association

Objective.==There does not appear to be a commonly
accepted equity objective for dealer groups.

This thesis will attempt to handle both the efficiency
and the equity problems where they occur, Equity problems
"1l be handled largely by presenting alternatives and point-
ing out the expected consequences to the various groups in-
Volved,

However, wherever possible, recommendations involv=-

in
g eq“i"-yfor proposed provisions of an expanded order or
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orders will be made in the light of the best available fn=-
formation and based on some of the estébllshed rules or equit-
able objectives of the industry. It is realized that differ-
ences in interest and in the power of different groups may
eventually lead to another decisfon. Actual short run equity
decisfons are handled by the market institutions-~cooperatives
or other handlers can propose changes in present provisions

or even in the beginning recommend a promuigation hearing,
Equity decisfons in the short run also are continually being
made by the Secretary of Agriculture upon information gather-
ed fn public hearing, In the long run, as previously men=-
tioned, these equity problems will be handled by the public
through their elected represeﬁtatlves in Congress, through
their appointed and elected administrators, and through the

courts.



CHAPTER 11

THE MARKET AREA

Importance of the Market Area

The delimitation of the marketing area is the first
important step in the construction of a Federal milk market
order. Under the terms of the Agricultural Marketing Agree-
ment Act of 1937, the regulation of milk applies to the pur-
chase of milk for sale in a designated market area. Since
the classified price plan and uniform prices paid to producers
ifs applicable only to those producers and handlers operating
fn the designated market area, its boundaries must be pre=-
cisely defined and the qualifications for participation clear-

ly stated.

Definftion of a Market

In everyday use and in economic theory the word "market"
has been given many different connotations., It is necessary,
therefore, that its interpretation as used in this thesis be
plainly defined., Webster cites six different definitions of
a "market": (1) a meeting of people at a stated time and
Place for the purpose of buying and selling; (2) a public
Place (town or buiflding) where a market is held; (3) an act
of buying or selling; (4) the region in which any commodity
€an be sold; (5) opportunity for selling or buying of com-

Modities or rate or activity of sale; (6) a group of men

20
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organized for the buying and selling of goods.' In addition,
the term "market" in economié theory is often used to refer
to the general condition or degree of competition under which
buying and selling are conducted. Thus, we have a perfect
market, duopolistic or olfgopolistic market, monopolistic
competition, and a pure monopoly with similar terms on the
buying side.2

In agricultural marketing, a popular marketing text
defines a market as "a trading area in which substantially
homogeneous conditions of supply and demand are encountered."?
Another states that a market is the mechanism through which
exchanges are made. The term "mechanism" implies sphere or
place of operation where there can be communication between
buyers and sellers, and where there are facilities for trad-
ing.4 In this paper, "market" will be used in this latter
Sense to indicate the physical area or areas within which
Price making forces for fluid milk operate., These will be
Areas where buyers and sellers (consumers and milk dealers
"espectively) will be in communication with one another and

Where exchange of packaged fluid milk will take place. Physfcal

——

'webster's New International Dictionary of the English
ﬁﬁizlgg%g%. (2nd ed. Unabridged G. & C. Merriam Co. Springfield,
Ss,

950.
t 2E. H. Chamberlin, The Theory of Monopolistic Competi-
p;<>n, 6th ed. Cambridge, (Harvard Unilversity Press, 1950),
. 3"0. '

M 3F. L. Thomsen, Agricultural Marketing, (New York,

CGraw-Hill Book Co., !'9'5"')_9 ), Pe B7.

Pr 4Adlowe L. Larson, Agricultural Marketing, (New York,
©ntice Hall, 1951), pp. %3-33.



characteristics of fluid milk and man-made barriers tend to
limit this market area to less than a national market such as
is found with some manufactured milk products as butter, cheese,
evaporated, condensed, and dried milk products, but as will
be pointed out later in this chapter, the so-called local
"market" area for fluid milk has been changing rapidly in
recent years, The problem of this chapter will be concerned
with drawing the boundaries to a "market" area or areas for
fluid milk in the Lower Peninsula of Michigan., In addition
to the central fluid milk market area, there are tributary
areas or milkshed regions from which milk is procured for

sale in the designated area,

Alternative Criteria for Delineating Market Boundaries
The first step in defining market boundaries is to

build a framework or criterfa within which the area lines can
be developed. The list of possible criteria is long, but
Some of the most important ones appear to be as follows:

I+ Area where the same milk dealers compete.

2. Area of homogeneous sanitary standards.

3. Area where few route sales cross over designated
boundaries.

4, Area where supply and demand factors are suffi-
ciently related to result in uniform price tend-
encies.

5. Area where regulation is not imposed on large
numbers of small dealers.

6. Area with uniform costs of production and uniform
physical conditions in the milkshed.

[ Area with similar or closely related cooperative
bargafining institutions,
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8. Area within which regulation has been previously
effective.

9. Inter=cooperatfive feelings toward area control,
intra-cooperative membership relations between
various markets and the opinions of individual
producers and dealers toward the Federal order

or orders,
A very real part of the definition of area boundaries
{s the number of orders to use in regulation of the area, In
this respect the United States Department of Agriculture has

safd:

The problem of defining the marketing area is inter-
woven with the problem of whether an area should be
regulated by one or two orders. The degree of relation=
ship between markets determines whether the area is
regulated by one order or a series of orders.>

These criteria will be used, therefore, not only to
delimit the market area, but to determine the number of ofders

to effectuate the purposes of the act.

Selection of Pertinent Criteria

One of the first tests of the adaptability of criteria

fs to examine them in use. Several of the above outlined
Ccriteria have been suggested in United States Department of
Agriculture writings. A recent report to Congress on Federal
mMilk orders indicated the prominence placed on~the area where
the same milk dealers compete, area of homogeneous sanitary

Standards and area with largely internal route sales. (criteria

I, 2 apg 3):

De 5Federal Milk Marketing Orders, A.M.S., United States
ocP@rtment of Agrfculture Miscellaneous Publicatfon No. 732,

‘tober, 1956. pp. 19-20.
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The marketing area is designed to include all of

an area where the same milk dealers compete with
each other for sales of milk, and where such milk
must meet essentially the same inspection standards.
Since only handlers doing business within the de-
fined area must pay the minimum prices, it is im=
portant to draw the boundary line at points where
there are relatively few route sales moving across
the boundary.

Mr. Forest, Director of the Dairy Division, brought out
the ad judged importance of the designated criteria 4 and 5
fn a paper given at the Midwestern Milk Marketing Conference:

Within the marketing area supply and demand factors
must be sufficiently related to result in uniform
price tendencies but some group of producers or some
handlers operating within any given tentative limits
of an area generally are competing actively in adja-
cent territories. Frequently there is no clear-cut
basis for setting the boundaries, and operation of
some of these orders may show that deletions or addi-
tions are advisable. In connectfon with the defini-
tion of extensive areas we must guard against the
imposition of regulation on large numbers of very
small dealers., This is a danger when marketing
areas include large amounts of rural territory.

The government, therefore, apparently formally uses
the first five outlined criteria in delineating the markets'
Periphery. The second criterfon homogeneous health standards
May be considered the most important. Mr. A. G. Mathis of

the Marketing Research Division has said in a recent paper:

————

6ngeral Milk Marketing Orders, A.M.S.,United States

Departnmnt of Agriculture. A report prepared for Hearings
c he Dairy Sub-Committee of the House of Representatives
°mmittee on Agriculture, April 19, 1955. p. 10.

<
Cit H. L, Forest, "Consfderations in the Development of
Y Versus Area-wide Federal Orders", Proceedings Sixth

Aggua| Midwestern Milk Marketing Conference, University of
UCKy, Cexington, April &, 5, 1951, pp. 20-2I.
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Probably the most definitive single criterion for
homogeneity among neighboring markets is the com-
parabflity of sanitary regulations or the existence
of reciprocity among markets that will allow hand=-
lers in each of the markets to sel!ll packaged mflk
fn the other market.

Perhaps the third criterion has become the most diffi-
cult to use under current milk marketing conditions. Mr.
Feddersen cites the problem in this case in point:

It has become increasingly difficult to find an

area of minimum over-lapping sales around any

metropolitan milk market. With improved refrig=-

eration and transportation and the widespread use

of the paper package many milk handlers have extended

their sales over wide areas. Marketing areas have

become larger and the problem today is to find an

area boundary that will provide regulation in the

prices paid for milk for the principle urban centers

without extending the regulation unnecessarily.

The latter part of this statement seems to imply that
another criterion would be uniform production characterfistics
and price making factors in the milkshed area., This would
indicate that some thought should be given to criterion num-
ber six outlined in this chapter. Mr. Mathis has also in-

dicated this possibility:

8
A. G, Mathis, Marketing Research Division, A.M.S.,
United States Department of Agriculture. "Possibilities For
Area Pricfng and Pooling", Proceedings Twelfth Annual Mid-

western Milk Marketing Conference, Michigan State University,
East Cansing, April |i, 12, 1957. p. 24,

9H. C. Feddersen, Deputy Director, Dairy Division,

]

;Fedew-al Milk Orders", paper given at the Arkansas Dairy
Rr°du<?ts Association Annual State Convention, Little
°ck, February 9, 1956. p. 2.
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While 'market area' is now defined on the basis

of consumer sales, the supply area might also be

delineated to define the market. Since Federal

orders regulate producer prices, not resale prices,

this approach might be more logical, though perhaps

less practical from an administrative point,!0

It seems that this sixth criterion on supply area con-
ditfons is important in constructing an area wide order for
the Lower Peninsula of Michfgan where regions of supply and
demand are intermingled throughout the region.

With the exception of health regulation, the importance
of institutfons was not stressed in these United States De-
partment of Agriculture statements. However, the importance
of two other instjtutional criteria should be incorporated
in delimiting a market area. The first of these has been
labeled criterion 7 and deals with the operation of coopera-
tives. It appears to be important in extending an area, to
determine whether the producers are all members of one coopera-
tive assocfation or at least separate cooperatives which work
closely together. That this is indeed considered in deline=~
ating an area is shown in the analysis of the Oklahoma Met-
ropolitan area which is presented in the next section of this
Cchapter. This has also been indicated by Mr. Colebank, a
man closely assocfated with an actual order's administration:

If one cooperative represents the majority of pro=

ducers in several markets where the sales areas and

supply areas overlap, it will probably be easier to

consolidate the area under one order. Under separate
orders problems will arise where producers of the same

o]
Mathis, op. cit., p. 25.
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organfzation located in the same area will recefve

different prices, depending upon the level of prices

and utflization in the particular markets., If pro=-
ducers are represented by different cooperatives in
the various markets it will be more difficult to

consol fdate because the producers receiving the

higher prices will not want to share those higher

returns with producers in other areas,!!

Another institutional consideration has been design-
ated criterion 8; this deals with territory presently under
Federal regulation, If part of an area has been under regu=-
lation for some time (especifally the major city market) a
precedent is set for order expansion. Nearby areas tend to
tie their order or cooperative bargaining provisions closely
to those of the major market since, in general, it sets the
floor at least for pricing throughout the area and promotes
uniformity throughout the nearby region.

The ninth crfterion is concerned with the feelings of
people involved under a Federal order program., It is realized
that there are differences in the opinfons of cooperative
members toward Federal regulation and toward being regulated
Separately or by inclusfon with the major market., For example,
the members of the various out-state locals of the Michigan
Mi Ik Producers' Association may prefer to remain separate

from the much larger Detroit local for purposes of regulation

in order to preserve some political recognition as a separate

n "A. W. Colebank, Market Adminfstrator, Chicago, Illi=
°is, "Considerations in the Development of City Versus Area-

a:de Federal Orders,”" Proceedings Sixth Annual Midwestern
KF%% Marketing Conference, University of Kentucky, Lexington
) '] o Po .
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entity. The same differences of interest may occur between
the dominant cooperative and the several smaller cooperatives
operating in the out-state markets. Out-state dealers may
also feel differently toward regulation or areas to be regu-
lated than those on the dominant city market. Finally, indi-
vidual producers will hold varying opinions on the problems
and areas of regulation. The feelings of the varfous indi-
viduals and groups are important in the final delineaticn of
the market area boundaries and in determining the number of
orders to effectuate regulation. However, ft is too difficult
to document these opinions and attitudes for the purposes of
this paper. Such opinions are constantly changing therefore
documentation obtained for this thesis might not hold at the
time of the public hearing for an order. In addition, these
opfnions and attitudes are also subject to persuasion. For
example, dealer and cooperative educational programs on Federal
order regulation could be effective in changing currently held
opinions and attitudes of producers. For these reasons crit-
erfon 9 was considered beyond the scope of this paper. It
does not mean that this criterion is not important in deline-
ating market boundaries. In the final analysis it may be the
Mmost fmportant consideration as these feelings are brought
Out §n the public hearing and considered by the Secretary of
Agriculture in arriving at his final decision.

There appear to be at least eight criteria which shoulc
be Feviewed in an analysis of the market boundaries of the

Lo .
Yer peninsula order or orders.
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Application of Criteria to an Expanded Order

A pre-testing of these eight proposed criteria can be
made by reviewing an example of a recent merger of two Federal
order markets, The Oklahoma City and Tulsa-Muskogee market
merger was selected for this purpose. The criteria the Sec-
retary of Agriculture used in determining the basis for a
decision to combine these two markets are outlined below,!2

l. One handler located in Tulsa distributed milk in
the Oklahoma City market. This handler also pack=
aged milk for a chain store which had several out-
lets in the Oklahoma City marketing area.

2. At least two Oklahoma City handlers had permits
from the city of Tulsa and were disposing of
milk in the Tulsa=Muskogee marketing area.

3. The producer cooperative association supplying
the Oklahoma City marketing area had disposed of
tanker milk to a Tulsa handler,

4, OQutside the boundaries of the two marketing areas
there were several communities which were served
by both the Oklahoma City and Tulsa-=Muskogee
handlers.

5. There was reciprocity of inspection between the
several municipalities in both marketing areas
which have grade A ordinances.

6. There had, in the past, been little overlapping
of procurement routes, but the advent of the tank
type cooler and the transportation of milk from
farm to market fn an insulated tank truck had in-
creased substantially the distance milk could be
hauled and facilitated the ability of producers
to shift from one market to another,

l
Fina| 2Unlted States Department of Agriculture, A.M.S.,

~ Decisfon with Respect to a Proposed Marketing Agree-
tent and a Proposed Order Regulating the Handling o in
Egrégil_ﬁgma Metropolitan MarEeting Area (Previously the

e
a
2‘5? Oma City and the lTulsa-Muskogee Marketing Areas). (22FR
) April 2, 1957.




-

"~

Ve

l‘rer& ‘

in

Pan
LS

L :
- =
>
a {~ b S
axs i n .
o h |



30

7. Greater shifting of milk between the two markets
also occured because of the combination of the
two bargainfng associations, which furnish a
ma jor volume of milk to the Oklahoma City and
Tulsa-Muskogee markets, along with an operating
cooperative into the Oklahoma Milk Marketing
Federation,

8. The decision also maintained that the cooperatives
can better maintain their stated purpose of pro-
moting market stability through joint supplies
of milk in short perfods and joint handling of
surpluses under a single marketing order.,.

9. There had always been a close relationship between
the two markets in respect to all major provisions
which necessitated holding hearings in both mar=-
kets whenever an adjustment to an order appeared
necessary in either.

I0. In opposition to the merger, handlers argued that
the physical characteristics of the two milksheds
varied. The Secretary pointed out that differences
of production areas are of little consequence in
determining whether orders should be merged since
a milkshed fs not regulated by the order.

Il. These handlers also stated that the economy of
Tulsa is different from that of Oklahoma City.
The Secretary stated that the fact that per capita
fncome in Tulsa is greater than in Oklahoma City,
or that the two cities are served by different
public utility companies, does not demonstrate
that the regulation of both cities under a single
milk marketing order would not tend to improve
marketing conditions,
Note that our first criterion was to delimit the area
Where the same milk dealers compete; this was covered under
Points | and 2 in the Oklahoma Metropolitan decisfon, Crit-
erfon 2 deals with homogeneous sanitary standards., Point 5
in the Ok lahoma Metropolitan decision substantiates this
selection, The area where few route sales cross the design-
ated bourudaries, criterfon 3, which §s closely related to
Criterfon |, i ratified by points I, 2, and 4 in the Okla-

h
oma decis{on, Criterion 4 on uniform price tendencies is
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emphasized by points |, 2, 3, 4, and 6. The criterion again-
st the inclusion of rural territory (number 5) was brought
out in another part of the Oklahoma case in point. 1In the
final celineation of the boundaries of the merged markets,
When it was petitioned that several counties in Northeastern
Oklahoma be included in the new marketing area, the Secretary
rejected this request because the entire region was "predomi=
nately rural"”. The Secretary stated further that, "Extension
of the marketing area to include these -countfes would have
little effect upon marketing conditions in them or upon re-
turns to producers supplying milk to the plants that would be
brought under regulation."!3 He also pointed out that addi-
tional administrative problems would be created by the in=-
clusion of a number of small milk dealers under regulation.
Criterion 6 on uniform production area characteristics
was rejected in Oklahoma point 10, however, there seems to be
some conflict in the Secretary's recommendation on this crit-
erion since he apparently considered procurement area over=-
lapping in point 6 under the Oklahoma order to be an essential
criterion. The cooperative criterfion (number 7) was emphasized
in point 7 and 8 in the Oklahoma decision. While point 9 im=
Plicitly states that the order provisions of the two markets
Were Closely related, this had resulted from pre-merger Fed-
eral regutation iﬂ the area, This provides some Justification

for including criterion 8 in the final analysis of the Lower

———

13
Ibig,
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Peninsula area order or orders.
It appears from this brief analysis of an actual area
merger that these eight criteria, which were considered, do

cover the essential elements given attention by the Secretary

in delimiting marketing area boundaries.

Fetter's Law of Markets

The boundary line between the territories tributary to
two geographically competing real markets for like goods is
a hyperbolic curve. The relation of prices in the two mar-
kets and transfer cost between them determines the location

of the boundary line. 1In the case of the centripetal (buying)

market discussed fn this chapter, the boundary curve will
change in location and in shape with changes in price. It
will be curved around the market with the lowest price and
thus take fn a smaller area., It will curve away from the
higher priced market and include a larger area, The higher
the relative buying market price, the larger the area from
which the sellers are attracted.!4

The principles and problems of fluid milk market area
determination for the Lower Penfnsula of Michigan will be
consfdered with reference to Fetter's theory and the eight

criteria set forth above. The criteria will be examined in

Know '4For a more complete discussion of this, which is
ve N as Fetter's law of markets - Frank A, Fetter, The Mas-
fade of Monopoly (New York, Harcourt Brace and Co., 1931,
2N 375'5§9T—uuso an article by the same author entitled
¢ Economifc Law of Market Areas" = Quarterly Journal of

E
sonomics, wmay 1, 1924.
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the following order:

Criteria | and 3 (Area where the same milk dealers compete
and where few route sales cross over de=-
sfignated boundaries).

Criterion 2 (Uniform health regulations).
Criterion 4 (Uniform price tendencies).

Criterion 5 (Rural area regulation).

Criterion 6 (Homogeneous supply area conditions).
Criterion 7 (Extent of cooperative activity).
Criterion 8 (Previous Federal regulation).

I. Area Where the Same Milk Dealers Compete and Where There
Are Few Route Sales Over the Uesignagea Cine., (Criteria

LS9

As noted in the preliminary examination of the market
criteria, the United States Department of Agriculture has
stated that ihe delineation of market boundaries using these
two criteria has become more difficult in recent years.!5
Market areas under Federal order programs also have been
covering larger territory. One of the first such area wide
orders was that regulating the Puget Sound area in Washing=-
ton. This order was effective in May, 1951; following this,
there were two large Texas orders. The North Texas area in-
Cludes the cities of Dallas and Fort Worth and covers six-
teen counties. The Texas Panhandle marketing area covers
twenty counties. The Tri-State order (Kentucky, tho, West

§
Virginia) contains parts of fifteen counties and the Upstate

I :
SFeddersen, op. cit. (footnote 9 this chapter).
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Michigan order includes thirteen counties, The New York-New

Jersey order became area wide in 1957 with the addition of
all or part of thirty-five Upstate New York and thirteen
Northern New Jersey counties.

The trend definitely is toward such area wide regulation
as fluid milk has become a wider marketable product from its
Packaged milk now often moves many miles

processfing area.

from the bottling plant to consumer. A fairly recent report

on paper packaged milk showed that dealers in the North Cen=-
tral region of the United States distributed milk for maximum
distances up to 450 miles from their bottling plants, and the
most distant routes of the dealers surveyed extended an aver=-
age of sixty-nine miles beyond the city limits, |6

A recent hearing in Lansing on the possible extension
of the Detroit order to Ingham County brought out that Lansing
mi Ik companies were selling a large volume of packaged milk
in the Jackson city area approximately fifty miles away,!7
Anot her dairy in Carson City has a large part of the Lower
Peninsula as its.marketing area, with distributing points in

twent y-eight counties in June, 1958.

in l60uter-Market Distribution of Milk in Paper Containers
the North Central Reglon, North Central Reglonal Publjca=-
TSR N 39 (Purdue Statlon Bulletin 600), Lafayette, Indiana,

Oe.
October. 1953, pp. 14=19,

Ane '7Notes taken by the author at a hearing on Proposed
DetpoMents to the Marketing Agreement and to the Order for
Oft, Michigan Marketing Area. Held in Lansing, Michigan.

8
*S¥nnng on December 10, 1957.
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Paper contafners have contributed much to this change

toward broader areas of distribution, However, also of im-

portance are the widespread and improved facilities for re-
‘frigeration, a break down of health barriers, advances in
truck transportation facilfties, and greatly improved roads.

On the distribution sfide, a rapidly growing population,

concentration of this population in inter-urban areas, larger

home refrigerators, consolidations among handlers, and in-
creased chain store distribution of packaged milk have allow=-
ed for increased volume distribution and promoted the move-

ment toward distant market areas.

To test this criteria for market boundaries, it was

desfrable to know where packaged milk was moving within the

lower Peninsula, and to attempt to separate areas relatively

free of outside packaged milk. Local city, county, and dis=

trict health departments were contacted by a mail question-

PAire in May, 1958, for information on the movement of pack-

Aged milk between jurisdictions, Each such department was

asked to name all the handlers and their plant's location

8Pproved for sale of packaged milk in their departments'

Jur § sdiction. The location of the outside handlers' plants

“ere then plotted on Figure 2-1 and an arrow was drawn from

thi s outside source to the city, county or district of juris-

diction in which this outside milk was sold. Intra=district,

C©Unty or city movements are not shown on this map. The
ctua; city to which delivery is made fs not available but

()
nly the area into which milk was moved is shown, Forty=four
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Figure 2-1 Shipments of Packaged Milk Between Health
Department Jurisdictions. Lower Peninsula
of Michigan, May, 19582
S¥ymeoLs
— Clity, county or district Health Department boundary
O separate city departments
® Pprocessing plant

A 8Point of location of processing plant end of arrow on
dftUal city-point of arrow does not indicate where in juris-
Ction milk is shipped.
bno full time Health Department.
Cpepartment not functioning.
dNo reply.
©No milk coming in from outside as of May, 1958
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of the forty-=five city, county or district health departments
in the Lower Peninsula repiied to this survey.

The results obtained have some short-comings; they do
not show the volume moved across the health department area
boundaries. Secondly, the lines themselves cover areas of
varfous sizes from large district departments covering many
countfes in the Northern Lower Peninsula to single city de=-
partments in the Southern portiqn. The. thumb area of the
Lower Peninsula (Tuscola, Lapeer, and Huron counties) do not
have full-time health departments. The same is true for the
Southwestern counties of Berrien and Cass and for the Central
counties of Montcalm, Gratiot, Ionia, and Clinton. In order
to complete this void area on the map, data obtained from a
detajled survey of dealers' sales of packaged milk made as
Part of a North Central Regional study on movements of pack-
aged milk in May, 1952, was used to indicate the location of
deal ers selling into the areas without functioning health
departments or in which the department did not reply to the
mail questionnaire.!8 These data were brought up to date by
interviews held with Mr, H. H. Varney, Director of Out-State
Markets, Michigan Milk Producers' Association and Mr. Robert

Ly°"8,. Michigan Department of Health.!9 1In addition, Mr, James

——

in 'ng;er Market Distribution of Milk in Paper Containers
D the North Central Reglon, op. cit., map.

City 9Interview with Mr. Robert Lyons, presently with the

M;chi‘Df’ Lansing Department of Health, but until recently with

Varn 9an Department of Health June 30, 1958 and with Mr. H., H.

Burrgy, _July I, 1958, Letter of July 9, 1958 from Mr. James H.
Ws, City Health Officer, Niles, Michigan,
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Burrows supplied valuable information on shipments into

Berrien County.

This information indicated shipments of packaged milk
to the thumb from Flint, Saginaw, Bay City and Detroit. There
was movement into the two Southwestern counties from Indiana
cities and into the four-=county Central Michigan area from
Lansing, Grand Rapids, Saginaw, and several smaller Mjchigan
cities. Although these data must be used with caution, as
indicated above, ft appears that inter-market movement of
packaged milk is such that there is no advantageous place
to draw a line separating individual milk markets in the

Lower Peninsula. Using these same criteria ft fs not possible

to sepérate the Southern boundary of Michigan from Northern
Ohio and Indiana cities. Physiographic boundaries suffice
to keep the North, East, and West free of inter-area trans-
fers .20 The Southern boundary is penetrated from Indfana

and Ohfo border cities. Toledo has especially heavy dis-

tributive systems into Michigan.
One order for the Lower Peninsula would be called for
using only these two criteria (1 & 3),but based on the same

limitegq evidence; inclusion of Toledo and other Southern

u 20Although not shown fn the map in Figure 2=, the

ogpg" Peninsula health departments were also contacted, Six

nat he seven offices in that area replied to the mail question=

repg‘a‘ No movement of milk to or from the Upper Peninsula was

on t;;fied by either Lower or Upper Peninsula health departments.

from € other hand several processors were selling fluid milk
Wisconsin in the Upper Peninsula area.
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boundary out-of-=state cities would also have to be considered

a possibility for area of regulation under a single order.

II. Health Regulations (Criterion 2)

In a recent study by the United States Department of
Agriculture, it was found that there was an indication of a
trend toward less restrictiveness in sanitary regulations.2!
Reports of restrictions repealed or successfully challenged
in court outnumbered those upheld or newly enacted about 2
to 1 in 1946=54, The study concluded that the expansion of
distribution areas has brought about a reduction in the num-
ber of obstacles.

The break down in local health barriers gained momentum

from the Supreme Court's decision in the Dean Milk Company vs.

City of Madison, et. al. concerning the milk ordinance of

Madi son, Wisconsin, The Court ruled, by a 6=3 vote, that

the provision of theAmilk ordinance placing a five mile limit
on pasteurization plants was a discrimination against inter=
State commerce.22 This has lead to repercussions in Michigan
Where, for example, the city of Flint had a similar ordinance
r°3t"'<=ting the location of pasteurizing plants to those with=-

in two miles of the city. In the latter case, the Borden

\

of M 22'ngglations)_Affec'cin the Movement and Merchandisin
§‘~riJLEg, Marketing Research Report No. 98, A.M.S., United

t
teS T Oepartment of Agriculture, June, 1955,

u.s 222Dean Milk Company v. City of Madison et, al,, 340
. 349’
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Company of Saginaw brought suit against the city of Flint to
obtain a license to sell milk fn that market from its pasteur-
fzing plant in Saginaw. The judgment handed down on February
11, 1958, demanded that the city of Flint issue a license to
the plaintiff for its Saginaw pasteurizing plant. After this
trial the city ordinance was amended (Aprfl 19, 1958) to allow
milk to come into the city from pasteurizing plants within
thirty-one miles of the city. This would allow Borden's in
Saginaw to sell milk from their Saginaw bottling plant in the
city of Flint (subject to all other provisions of the ordi-
nances of the city of Flint), but prohibits sales of Borden's
paper packaged milk from their Bay City plant located over
thirty-one miles from Flint; hence, the challenge may once
again come to the courts. Although restrictive markets are
not as common as previously, milk does not yet flow freely
between all major markets fn Michigan,

The cities of Detroit and Flint have féirly restrictive
Clauses in their city ordinances and these are rigidly en=
forced to require full farm inspection of all bulk and pack-
aged milk moving into the area. They also require that all
milk for distribution in their area come from pasteurizing
Plants within certain prescribed mileage Iimits from the city.
There is relatively free flow of milk between the other vari-
OUs oyt-state large city markets (Table 2-1),

Lansing, Grand Rapids, and Saginaw allowed milk in
from markets with certified health departments. Others spot

‘heck eq some farms and the plants periodically before allowing
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Table 2-1 Local inspection requirements for movement of pack-
aged milk into Detroit and major out-state Michigan

cities., June, 1958,

- - ——_—
Local Department Requirements

Pasteurizing Accept Mar-
Plants Within Spot Check kets With
Prescribed Full Farm of Farms Comparable
Miles of City Inspection and/or Plants Inspection

Detroit (city only) X X

Muskegon X

Flint X . X

Lansing X

Jackson X

Grand Rapids X

Battle Creek X

Saginaw X

Bay City X

Ka l amazoo X

2 l{cense for sale of milk within their jurisdiction,

Mr, Mathis of the Marketing Research Division, United
States Department of Agriculture, wrote recently concerning
heal th inspection as a market area criterifa:

Uniformity of inspection standards is one of the
basic determinants of a market area because: (!)
Federal orders allow differences between the Class

I price and other class prices on the basis of the
cost of meeting sanitary inspection; (2) a difference
fn requirements would hamper the movement of producer
milk within the area. Some milk would be more
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desirable on the basis of quality than other milik.
A uniform blend price would not be equitable to all

producers,
The first part of Mr. Mathis's statement is covered in Chapter

IIl on use classes in this Thesis., However, it is important
to state here that a field survey of the large out-state Michi-
gan milk markets indicated that there was uniformity in re-
spect to products required to come from the same inspected
sources as milk for fluid consumption.2# For all except the
Detroit area cities, requirements specified that milk for
fluid consumption of all types come from fully inspected
sources, plus flavored milk, fluid skim, buttermilk, half-
and-half, and fluid cream of all types, The Detroit area
citfes do not require that fluid cream be made from full
farm-inspected sources.

In reference to Mr. Mathis's second point, it should
be pointed out that although homogeneity of inspection re-
Quirements is fairly well developed among out-state Michigan
cities and will undoubtedly improve with the uniform inspect=-

ion standards under the new State Grade A Law,25 there are

23a. G. Mathis op. cit. p. 24.

24The out-state major cities included in the survey
:ere Jackson, Bay City, Flint, Saginaw, Battle Creek, Lansing,
alamazoo, Grand Rapids and Muskegon.

Act 25Michigan Department of Agriculture, "Grade A Milk Law"
¢t No, 216 Michigan Public Acts. 1956 (Effective July I, 1957}
02 June, 1958--66% of the Jackson producers, 80% of Flint, 100%
75%MuSkegon, 100% of Lansing, 100% of Bay City, 99% of Saginaw,
Kal OFf Grand Rapids, and 85% of Battle Creek, were grade A.
Amazoo was under survey and Detroit is not yet an approved

frade A market.
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still very real restrictions on movement between Detroit

order area cities. The city of Detroit does not accept pack-

aged milk from the Detroft order area cities of Ann Arbor,

Port Huron, ‘or Pontiac, nor do the latter two cities in turn

accept Detroit milk in their jurisdictions. There appear to

be three main limits on movement of bulk and packaged milk

between jurisdictions: (1) health barriers, (2) fear of re=-

prisal competition by dealers entering another dealers' mar=-
ket, and (3) dealers and cooperative limitation on number of
producers allowed to enter a given market,

Many of the health barrfers have been broken down==how-
ever, one other possible health barrier should be diséussed.

One of the limitations on inter-market movement of milk could

be a high required annual plant license fee. In Lower Penin-

sula major city markets, fees ranged from $5.00 annual total
to $5.00 per hundredweight on average November production.
Some plants reported paying as high as $3,000 for an annual
Plant |jcense fee (Table 2-2). This occurence was limited,
however, and in general it is doubtful if the license fee pre-
vents much inter-area movement of milk.

Based only on this health regulation criterion, it

Would seem that the Lower Peninsula should be divided into

tWo or more order areas. The restrictive Detroit area cities

"ould pe geparated from the balance of the State and from each
Other By the same line of reasoning, the restrictive Flint
m ,

arket Would be separated into a single market area. However,

th
¢ st"ength of this criterion for area separation is weakened
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Table 2=-2 Schedule of anndal milk pasteurizing plant license
fee charges in major Michigan cities, June, 1958,

itiona ee- xample of charge
Amount fndicated for plant with
times average 50,000 Ibs. average
Minimum daily receipts daily receipts in
City Fixed Fee for November November
Muskegon $100 $5.00 $2,600
Flint 50 0.50 300
Grand Rapids 25 0.50 275
Port Huron 25 0.50 275
Bay City None 0.25 125
Sagfinaw 50 None 50
Kal amazoo 50 | None 50
Ann Arbor 15 None 15
Detroit 10 None ' 10
Lansing 5 None 5
Jacksoneemmeeax Being revised - Annual charges as of June 26,

1958 $15.00 for milk plant plus $5.00 for each
producer from which milk is received at that
plant, New fee will be flat plant fee of $100.00
plus $§50.00 for each independent distributor.

Battle Creek---No charge for local plants - outside plants
selling in city limits pay $10.00 plus $5.00
per mile per year - one way from city limits
of Battle Creek to city limits of sending plant.

P°ntiaac--------Charge for each plant $25.00 per year for 0-25
producers shipping to the plant plus $25.00 for
each additional 25 producers or fraction thereof.
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somewhat by the one way flow of milk allowed from these re-
strictive markets to the other out-state markets., The rela-
tively free movement of packaged milk and uniformity of classi=
fication and iﬁspection standards between the other out-state
ma jor markets would allow them to be grouped under one single
order for regulation purposes.

Mr. Herrmann, in a recent talk before the Dairy Pro=-
ducts Improvement Institute, stated, "While city health regu-
lations, probably are becoming less restrictive, the growing
importance of Statewide sanitary programs, in some instances
at least, is raising new obstacles."26 The Michigan Grade A
Law requires that all out-of-state suppliers be inspected the
same as in-state producers with cost of salary, travel, food,
and lodging charged to the handler requesting inspection for
sale of grade A milk in Michigan. However, the Michigan Grade
A Law does not form a rigid line at the Michigan border since
the Mijchigan Department of Agriculture does inspect these
Out-of-state shippers and milk is now coming into Michigan
from wisconsin, Indiana and Ohio.27 The criterion on health
regulations would not, therefore, by itself exclude bringing

Northern Ohic or Indiana cities under one order with the Lower

L. F 6"Trade Barriers in the Dairy Industry", Address by
Cést. Herrmann, Head, Dairy Section, Market Organization and
Statee Sranch, Marketing Research Division, A.M.S., United
prove— Department of Agriculture, before Dairy Products Im-
€Ment Institute, New York City, February I3, 1958.

Dairy ‘7Interview with Mr, L. Littlefield, deputy director,
Division, Michigan Department of Agriculture, May 7, 1958,
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Peninsula of Michigan.

111, Uniform Price Tendencies (Criterion 4)

The map in Figure 2-2 shows the extent of overlapping

between the major fluid milk markets' procurement areas in

Michigan and nearby large out-of-state cities. The milksheds

indicated are those outlined by the respective major cities'
health departments in January, 1958. This overlapping would
lead us to expect fairly uniform blend prices to producers in
the fluid milk markets of the Southern portion of the Lower
Peninsula. That such is not the case can be seen by referring
to the iso-price contour maps in Figure 2=-4, On the other
hand, it is shown in Figure 2-5 that Class I prices are com-
paratively close throughout the Lower Peninsula area, This
can be attributed to the bargaining carried on in all major
Michigan cities (with the exception of Lansing and Kalamazoo)
by the same producers' cooperative. Blend prices varied be=-
tween markets due to differences in Class I utilization. Fig=
Uure 2-3 which is used as a basis for considering Figure 2-4
and 2.5, indicates the difference in mileage between major
Mrkets in the Lower Penfnsula.

Lower Peninsula blend prices for producers are shown in
Figure p-4. Part A of this figure indfcates the relationship
of these prices between Detroit, Detroit country receiving
Stationg and major out-state Michigan markets. The difference
fn dVerage blend prices received by producers in 1957 are re-

[o4
°fded p part B of Figure 2-4, with the markets arrayed by



Ma jor Michigan Metropolitan
Mi lksheds

I'e Detroit

2. Flint

5. Saginaw

4, Bay City

5. Lansing=-East Lansing

6. Jackson

7. Kalamazoo

8.  Battle Creek

9. Grand Rapfds

10. Muskegon

L DeTnon

Over lap of Milksheds

Except petroit

Shipping milk to one market
n Shipping milk to two markets
Shipping milk to three or more markets

Figure 2-2 Overlapping of Procurement Areas For Detroit,
Ma jor Out-State Michfgan and Nearby Large
Out=-of-State Milk Marketing Areas. January,

1958.2

citfe Areas delimited by each local health department of
8 indfcated. January, 1958,
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Ma jor Market
Detroit

Tol edo

Flint
Jackson

Saginaw

Lansing
Bay City

Battle Creek
Kalamazoo
Grand Rapids
Muskegon

Upstate Order
(Traverse City)

To read the table select two markets such
as Detroit and Battle Creek, follow dia=-
gonally downward and to the right from the
first market and upward and to the right
from the second to the point of inter-
sectfon which is in this case 114 miles.
Distance for each to Detroft is read in
shaded area. This same type of diagram

is used to show price differences between
markets in Figures 2-4 and 2-5.

F fgure 2-3 Differences in the Highway Distance From
Market Center to Market Center = Major
Michigan Milk Markets and Toledo, Ohic.
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B. DIFFERENCES IN AVERAGE PRICES
RECEIVED FOR 3.5 PERCENT MILK
BY PRODUCERS=-MAJOR MICHIGAN
MARKETS AND TOLEDO, OHI02
1957

Flint
Jackson

Saginaw

Lans {§ ng
Bay C1y

of each market from Detroit
and from each of the other mar-
kets listed. The amount each
of the Lower cfities in the

list is over (+) or under (=)
the city above.ft in the list.

Huskegon

Upstat e order
(Traverge City)

Figure 2-4 Producer Blend Prices For 3.5 Percent Milk
Received at Detroit, Toledo, All Detroit
Receiving Stations (see map appendix II)
and Selected Major Michigan Markets; Also
Differences in These Blend Prices Between
Ma jor Markets (Average Prices, 1957).



A. LOWER PENINSULA CLASS I #
PRICE RELATIONSHIPS- L T
AVERAGE PRICES AT EACH
MAJOR MARKET AND AT oy

DETROIT RECEIVING
STATIONS.
1957

SYMBOLS [
e receiving station j
Ocity market // BRI ¥
x Upstate order §
basing points
¢/~ concentric circles
based on air miles

3 N § OTore00
. 5%
8. DIFFERENCES IN AVERAGE CLASS 1
PRICES PAID BY HANDLERS FOR 3.5
PERCENT MILK = MAJOR MICHIGAN MAR=-
KETS AND TOLEDO, OHIOR
1957

Detroit?

8pifferences in prices
of each market from Detroit
and from each of the other mar=-
kets listed. The amount each of
Fra the lower cities in the list is
Verse City) over (+) or under (=) the city
above it in the list.

Figure 2-5 Class I Prices Paid By Handlers, F.O0.B.
Detroit, Toledo, All Detroit Receiving
Stations, (see map appendix 11) and Select=-
ed Major Michigan Markets. With Differences
in Class I Prices Between Major Markets (Aver-

age Prices, 1957).
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their distance from Detroit.28 These producer blend prices
do not vary in proportion to the distance from Detroit even
though the paying prices at Detroit receiving stations, often

located near these out-state markets, are directly related to

the Detroit price, less transportation., Each city market is

like a hill established on the equal-price contours from

Detroit. This has enabled these markets to obtain supplies

from nearby sources and to be selective of producers.
Producers shipping to Detroit recefve the f. o. b, price
that city less a transport differential from the receiving
station of delfvery to Detroit (quoted at point of delivery).
Theoretically, out-state markets would have to pay a price
equivalent to the equal-price contours from Detroit. For

example, in 1957 the Flint blend price would'be expected to

be near §4.30 for 3.5 percent milk. Actually, this price

averaged $4.62 for Flint producers.

fng equal, Flint producers were receiving an average of 30
Although not

Thus, other things be=-

Cents per hundredweight over Detroit producers.

s drastic, similar relationships were true for each of the

Other ma jor out-state milksheds. This relationship enables

the out-state markets to attract nearby shippers and to be
Select jve on shippers, but requires a barrier to the number

——

tion 281n this case and for each of the following presenta-
years the year 1957 is used since it is the most recent full
Were Qvailable and is considered to be a typical year, There
the Frfio ma jor milk strikes or other abnormalities. Also, on
for tEGeral order markets, negotiated prices were in effect
1956 - he full year (started on the Detroit market in April,
the Muskegon market August, 1956 and the Upstate market

July’ 1956).



of shippers allowed on the market in order to preserve this
relatjonship. These smaller milksheds have been enveloped by
the large, expanding Detroit milkshed. They appear to have
maintained this unequal price relationship because of (I) the
economies of longer hauls, (2) health barrfers, and (3) deal=-
er and cooperative limitations on acceptance of new producers,

especially under an individual handler=poolinc arrangment.

The economies of long hauls.==This principle is important

in giving small buying centers their own supply areas even
where these centers are located in a route through which

fluicd milk passes to reach the major market.29 In Figure 2-6,
the gradient of delivered price of milk is shown as it would
be 1if transfer costs were proportionate to distance. 1In such

a case, the supply areas of small milk markets A and B would
be indeterminate fn extent, since all suppliers to the left

°f A would get the same returns from sales to A, B, or C and
are indifferent as to which markets they supply. If the de=-
livered price at A were to be highér than fndicated in the
diagram, the large market C would lose the output of all the
lterritory left of A. On the other hand, suppose A's price

%as be low that Indicated--then A would receive no milk supplies.
Part 8 gappears more realistic and is the situation which helps

Pfoduce a map of producer inter-relatfonship as shown with

2
9Explanation from Edgar M, Hoover, The Location of

E
H?p?nom' C Activity, McGraw-Hill Book Company, New York, 13948,
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Detroit and major out-state markets (Figure 2-2). In Figure
2-6 B the gradients appear as would be expécted when trans-
fer costs increase less than in proportion to distance. A
and B each have a supply area to meet their own needs with-
out interfering with through shipments of milk to C (the

ma jor market) from points to the left of A and of B under

cheap long haul rates.30

A | /aMHk

/ Price

A Miles B C

Mi Ik
Price

[}
'
'
|
e

]
]
)
)
H da

Figure 2=-6 Comparison of Local Minor and Distance
Ma jor Market Price Relationships When
Transfer Costs Are Proportional to Dis-
tance Along the Route (Part A) and When
Transfer Costs Are Assumed to Increase
Less Than Proportionate With Distance
(Part B),

O
diffe A rather detailed consideration of transportation
Fentijals is found in Chapter IV of this thesis,
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Health barriers.--These were explained in the previous

section and except for the specific cases of Flint and the

Detroit area cities were no longef‘ consfdered restrictive in

the Lower Peninsula of Michfigan.,

Limitation to producers.==There -are no data available

on dealer acceptance of new producers on the city markets,

but {§t is well known that such limitations do exist especially'

under an individual handler pooling arrangement. A survey

of several of the major markets in January, 1957, fndicated

that the largest bargaining cooperative also |imited member-

ship. In each of the markets studied, membership was restricted

to needs.>! However, in the case of Detroit this limitation
was not very real at recefving stations, other than those

owned by the Michigan Milk Producers' Association, At other

stat fons, when dealers took on shippers, the cooperative was

eager to sign them on as members,

For at least these three reasons, price differences

exist which do not reflect exactly the differences in trans-

fer costs between these markets. However, it does not mean

that ¢ here are not uniform price making tendencies with

diﬁee"ences superimposed on this foundation, The overlapping

————

Mich 3'Marke't.s surveyed by Professor G. G. Quackenbush,
"Wlndg |’&an State University as part of North Central Regional
1957 Shield survey" of selected Michigan Markets January,
Rapia Those surveyed included Battle Creek, Detroit, Grand
Detr°§’ Jackson, Muskegon and the Saginaw Valley markets.
wide ¥ T and Muskegon were Federal order markets with market-
POols, The others listed had Association market-wide

po
°'s Ffor all or a part of the market.
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of procurement areas, as explained earlier, has promoted such
uniformity, and the bargaining of one large cooperative in all
but two of the major markets has promoted uniformity of Class
I prices.

Figure 2-5 indicated that the handlers paying price for
Class I has been more uniform then blend prices between mar-
kets and would seem to point toward the possibility of estab-
If1shing uniform Class I prices at each of the major Michigan
markets. The differences in blend prices have developed due
to differences in Class [ utilization in thle markets. For
example, Detroit's Class I utilfzation in 1957 was 69.0 per=-
cent while Flint had 79.6 percent Class | utilization. Both
paid within one cent of the same Class ] price, but Flint was
almost thirty cents over Detroit in actual paying price to
Producers in that area,

Based on this criterion and using Class 1 prices it
appears that Federal regulation of all of the Lower Peninsula
major cities under a single order is a possibility., Uniform
Price—making tendencies ~are in effect on the market as pro-
Curement areas overlap, health barriers have decreased, and
bargafning by one cooperative has resulted in fairly uniform
Class prices for handlers. Blend prices to producers now
V&ry due to differences in Class I utilization in the various
Market s and because of the restrictions mentioned earlier;
€Conom § @5 of long hauls, remaining health barriers and limit-
ation OnNn producer shifts between markets, Based on the uni-

fo
rm Pr ice tendency criterion and using blend prices the
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recommendation would seem to preclude using more than one

order for regulation in the Lower Peninsula territory. Addi-

tional information on uniform price making tendencies appears

in Chapter 1V on locational differentials at which point the

relative importance of Class I and blend prices are discussed.

IV. Area Where Requlation is Not Imposed on Large Numbers of
Small Dealers., zCriterion 55

It is important to consider population centers in deter-

mi ning market boundaries. Handlers operating within intensive

areas usually handle a large volume of fluid milk per dealer

and are consldered'to be more easily regulated. In developing

thf s criterion it was shown that the United States Department

of Agriculture had warned against regulation of rural terri-

tory .

In connection with the definition of extensive areas
we must guard against the imposition of regulation on
large numbers of very small dealers., This is a danger
when marketing areas include large amounts of rural

territory.32
Figure 2-7 indicates the density of population (persons

Per square mile) in each county of Michigan. The average den=-

Sity f i the State was 13| persons per square mile. However,

——

Chap 32H. L., Forest, op. cit. pp. 20-21 (see footnote 7, this
do ‘ne" ). However, many area wide Federal order market areas
Cisioc § ude targe amounts of rural territory. In the Final De-
terr i;‘ on the New York-New Jersey order it was stated, "Rural
Apra Ories need not be excluded as a matter of principle. From
COntr?t ical operating point of view, however, rural areas may
lag| o o DUte little to the purposes or effectiveness of the regu-
™ and present an administrative problem out of proportion

to
Mi[th? benefits to be gained." (Final decision, Handling of
FR " the New York=N h w a - 22
S& T June 3, 1957).
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. 50 or more persons per square mile

Figure 2-7 Michigan Estimated Population Density Per
Square Mile By Counties January I, 1957. 2

\

Sal e Spopulation data used in calculations obtained from:
Brotf‘ Management. (Survey of Buying Power) May 10,1957. Bill
44e _ 'S rs Publishing Co., New York Vol. 78 No. 9 pt. 3, pp.438-
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the range was from four in Keweenaw County in the Upper Penin-

sula to Wayne County's 4,576 persons per square mile., In the

Lower Peninsula, the range was from seven persons per square
mile to 4,576. The map shows that the Northern portion of

the Lower Peninsula has low population density throughout

(unshaded area Figure 2-7). In 1837, when Michigan became

a state, Detroft had a population of 9,76',’».33 Today Detroit

is the fifth largest city in the United States. In 1950, the

metropolitan area had 1,849,568 people and the total Detroit

mf Ik marketing area, as defined under the milk order, had

3, 122,957.34 An estimated 3,900,000 were living in this de-

fined marketing area in 1957.35 There were twenty~eisht other

cities in Michigan in 1957 with over 25,000 population. All

Were located in the Southern portion of the Lower Peninsula.
Eighteen of these were in the present Detroit order marketing

area., Figure 2-8 shows the pcpulation in Michigan by counties

on January I, 1957, The ficure also delineates the State

Metropolitan areas. Note that these metropolitan areas are

all south of a line extending west to east over Muskegon to

Bay County. Ninety-one percent of Michigan's population also

————

oft and the Westward Movement,

33
Floyd R, Dain, Detr
6 1943,

Wayne University Press, Detrolt, p. 138.,

34&derai Milk Marketing Orders, op. cit,, p. 6.

3
from p SEstimated from data on minor civil divisions taken
prepa\ogulation Estimates in the Detroit Region, July I, 1957,
I"ed by research department, Detroit Metropolitan Area

Re
Detg;{g?a I Planning Commission, 800 Cadillac Square Building,
Tt 26, Michigan,




?O. 5.2|14. 9111.991 109
33.9
1005
17.8123.1 (18, 2(2%0.3 f42.7
1.6 |31.6
53.7 [34.0[80.
42-

86.1[330.3)40. 234, 8| 50,0 BatZgd 42 Rl
70,

52.0 |29.7145. 1| RoBA] 314

43.7@529142.3[123.1 [I59.8[377%

093,438 3384 k0.1 [750 |00,

Ml Metropolitan areas over 100,000 population with cen-

tral city over 50,000. Definition used by U.S. Bur=-
eau of Census.

Figure 2-8 Michigan Population Estimates By County?
January |, 1957 (000 omitted)

s

1957 sy ales Management, "Survey of Buying Power", May 10,
ros. Co. . Y. . No. t. 3.
Pp. 43814’42, PubTishing Co., N Vol. 78 No. 9 pt. 3
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lies in the area south of this line. The southern portion of
the Lower Peninsula is thus be;oming a single super=city
emerging from these distinct metropolitan areas. It has been
stated that there are fourteen of these super metropolitan
areas developing in the United States, of which Detroit is
one.36 The same source estimated that by 1975, 70 percent of

all the people fn the United States will live in these four-

teen super-cities or "interurbfas"., According to this re-

port, the Detrofit area will extend north to Bay City, from
Bay City west to Grand Rap'ide, south to Kalamazoo and back
across the Ohfo border to Detroit. What effect will this
have on the milk industry? The Saal a‘nd Myrich article claims
that it will lead to the development of more regional plants
such as the new Sealtest plant in Lansing, Michfgan, and a
more extensive movement of milk between existing markets as
the Iines between markets become less and less distinct with
the merging of formerly distinct metropolitan areas into one
Super-metropolis.

Table 2-3 indicates the estimated demand for fluid whole
Mk §n the major Michigan milk markets and for the State in
1957.  The annual requirement for fluid whole milk of over 2}

biliton pounds (including 15 percent operating reserves)

tion 36Herbert Saal and Norman Myrich, "A Changing Popula-
®» What it Means to the Dairy Industry" Amerfcan Milk Re-

T.\p' Urner-Barry Co., New York, January, | , VOI, 0.
24=29, 101-102,
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represents about 49 percent of the total milk produced in
Michigan,37 The 1957 fluid whole milk requirement was esti-
mated to be 2,227.9 million pounds (excluding reserves),
This compares favorably with the data released by the Michi-
gan Crop Reporting Service.38

This brief analysis of concentration of areas of de-
mand in Michigan indicates that only the southern portion of
the Lower Peninsula would justify Federal regulation, based

on the criterion against inclusion of predominantly rural

area under regulation., The sparsely populated Northern Lower

Peninsula violates this criterion and would not therefore
(using this criterion) be recommended for Federal regulation.
It should be pointed out, however, that the proposed Upper
Peninsula and Northeastern Wisconsin Federal orders now under

consideration by the United States Department of Agriculture

s almost entirely rural territory. The present Michigan

Upstate order is also almost. all rural territory. Therefore,

37‘l'otal milk production on farms in Michigan in 1957 was

est imated at 5,436 million pounds, From Milk Production on
[ A.M. o9

Farms and Statistics of Dairy Plant Products,
U"':fed States Department of Agriculture, February, 1958,
38The latest figure released by the Michigan Crop Re-
g°"ting Service showed annual fluid whole milk for direct
M?"Sl-lmptlon in Michigan at 2,092.1 million pounds in 1956.
ch'gan population was estimated to have increased by 2.7
P.g"cent from 1956 to 1957 (estimates from Sales Management,
8'_;:"Vey of Buying Power,” 1956 and 1957 annual lssues, BIlI
tlo?;' Publishing Co., New York) Assuming per capfta consump=-
the fn Michigan remained the same over the two years and
mat Needs of the new population were met-=-then the 1957 esti-
mate Of commercial whole milk consumption would be approxi=-
€ty 2,148.6 million pounds.
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there is some Question as to the use of this criterion in the
case in poln;. The reason cited by the United States Depart=-
ment of Agriculture for its fear of bringing predominantly
rural territory under regulation s the desire to keep from
having to administer many small dealers. In Michigan, there
has been a considerable reduction in the number of licensed
dealers. The number of lfcensed fluid milk plants dropped

from 402 in 1955 to 335 in 1957, a net reductfon of 67 plants.>9
In 1957, the sparsely settled regfion north of a Ifne running
from west to east over Muskegon to Bay County reported only 38

I $ censed flufid plants <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>