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REPORT

To His Excellency Marshal of the Royal Air Force Cyril Louis Norton Newall,
Knight Grand Cross of the Most Honourable Order of the Bath, Member
of the Order of Merit, Knight Grand Cross of the Most ,l)]btmgm.shod Order
of Saint Michael and Saint George, Commander of the Most lixcellent
Order of the British Empire on whom has been conferred the Albert Medal
of the First Class, Governor-General and Commander-in-Chief in and over
His Majesty’s Dominion of New Zealand and its Dependencies.

MAyY 17 PLEASE Your EXCELLENCY,—

Your KExcellency’s Commission, dated the 10th day of March, 1943, with
which you were pleased to favour us directed us to inquire into and report upon the
then present cmnm%‘ram es of the supply of milk to the four metropolitan areas of
Auckland, Wellington, Christchurch, and Dunedin, and to such other areas as might
be directed from time to time by the Minister of Agriculture and upon Othu spec ified
matters.

Your Excellency’s further warrants dated respectively the 30th day of June,
1943, and the 4th day of August, 1943, extended the time within which we were
required to report to the 16th i(w of August, 1943,

The Commission decided that the most “satisfac tory procedure to adopt would
be to invite submissions in writing from the persons, firms, companies, and the local
bodies in the four metropolitan areas who were engaged in the lquid-milk industry
and from organized bodies of consumers and to hold public sittings for the purpose
of hearing evidence tendered by witnesses i support of such submissions.

Slttmgq for taking evidence were held in Wellington, Christchurch, Dunedin.
and Auckland, and a large number of witnesses were exammod The (/()mmissi(m
held conferences with the Stabilization Commission and with the Price Tribunal and
with representatives of the Armed Forces and of the Jomt Purchasing Board.
Valuable information was obtained from Government departmental officers and
from the Director and staff of the Dairy Research Institute.

Visits were paid to the two agricultural colleges and to a number of dairy-farms
in the districts supplying cach of the metropolitan arcas. — All the processing plants
in the four cities were inspected.  The information gained on these visits pmvvd to
be of valuable assistance to the Commission in the conduct of its inquiry.

The Commission has enjoyed the co-operation of the interested partics and of
their counsel and witnesses in cach of the areas. 1t acknowledges with thanks the
assistance rendered by the officers of the Government, Dopar‘rmon’r and particularly
by those of the l)epamnonf of Agriculture, who devoted much time to conveying
members of the Commission around the supply districts and in preparing data. The
Commission desires also fo record its appreciation of the helpful evidence and advice
aiven to it by Professor Riddet and Dr. Whitchead.

In preparing its report and making its recommendations the Commission has
followed the order in which the several matters of | mquiry are set out in the order
of reference supplied to it, except § that 1t hax found it convenient to consider under
the separate headings of “ Organization ” and of ““ Prices and Margins ” some of
the questions arisimg under “the specified hoa(hn(rs of “ Methods of Supply,”
“ Methods of (,0]10(,,‘01011, * ¢ Methods of Treatment,” <md Methods of Distribution,”

The Commission is satisfied that there is need for alteration and reorganization
in many of the methods now established in the industry and that in some lm})m’mm
respects that need 1s one of urgency.

The Commission regrets that it has not heen possible to reach unanimous decision
in all the matters raised in its i inquiry.  Two of the members are in agreement on all
matters and submit a majority report. The third member finds himself in complete
agreement with the report made on the present circumstances of the industry in
ach of the four metropolitan arcas and in substantial agreement with all the
recommendations save that upon one matter. Upon that one matter, however, he
18 of opinion that further recommendations for reorganization of a fundamental
nature ought to be made, and he has set forth his views on this matter.

The Commission wishes to <‘\']m ss 1ts appreciation of the co-operation and
valuable assistance rendered to it by Mr. W. A. Cowell and Mr. 1.. C. Nisbet, who
were attached 1o it as Technical Officer and Investigating Accountant respectively,
and of the services of the Secretary, Mr. B. Sinclair-Lockhart, and of the efficiency,
diligence, and ready assistance of Miss Scott, Miss Richardson, and the other young
ladies who acted as stenographers and typistes,
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Our detailed report and recommendations are as follows :

INTRODUCTION -

TrE Commission was appointed on 126h March, 1943, to inquire into and report upon the following
matters :

() The present. cireumstances of the supply of milk (o the four metropolitan arcas of Auckland,
Wellington, Christehurch, and Dunedin, and to such other areas ax may from time to
time he directed by the Minister of Agriculture :

(b) The alteration and reorganization in methods of supply, collection, treatment, and
distribution that may be necessary in such areas to ensure at reasonable prices adequate
supplies of milk of high standard :

(¢) The supply of milk for the Armed Forces, including Allied Forces, in such areas.

The problems presented by this order of reference are complex and of considerable magnitude,
It is nob possible to state exactly what is the total annual value of the nulk distributed to consumers
of all elasses in the four metropolitan areas, but it appears to be not less than £2,500,000. The
number of dairies licensed for the supply of milk within the four metropolitan arcas approaches
2,000, with a cow population of over 60,000.

The problems are problems of greatest moment. All the medical evidence presented to the
Commission emphasized the fact that milk is at once the most valuable of all articles of diet and the
most dangerous means for the spread of disease. New Zcaland has been developing the milk industry
with a view to sceuring adequate supplies to meet the increasing needs ol a growing population with
an increasing per capita consumption. It has also dirccted attention to ensuring that that milk shall
he safe and of good quality. The Health Department has endeavoured, and is endeavouring, to inerease
consumption per head of the population, and it has control of the scheme to provide a free wsue of
milk to all children in kindergartens and primary and secondary schoels.  The Department of Agriculture
has devoted attention to sccuring the most sanitary conditions in dairies producing lor town supply
and insists on the observance of regulations as a condition of the issue of a license to supply milk for
consumption in its lLiquid form. The Health Department has been endeavouring to enforee the
provisions of the Sale of Food and Drugs Act to ensure the maintenance of the approved standards of
quality and purity.

The purpose of the policy expressed in these provisions and administration is at present threatened
with defeat. During part of the time occupied by our inquiry in three of the areas the provision of
school milk was almost entirely suspended beeause supplies were noto available. Supplies to the
Armed Forees were cut down.  Deliveries to wholesale purchasers such as milk-shops and milk-bars
were reduced.  In one area even supplies to household consumers were severely rationed.  Fven more
serious is the fact that milk was being drawn from suppliers outside those whose equipment for town
milk-supply has been developed through vears and who have been licensed for the purpose.  Milk
was drawn from suppliers to factories situated up to 100 miles from the centres, and, though in sonie
cases the supplies were satisfactory, such a state of affairs can only be deseribed as dangerous. 1t
means that the organized control of quality is being defeated.  And it must be remenmbered that the
rationing of supplies took place only after the resources of the factory suppliers in an area extending
up to 100 miles from the centre had been extensively utilized. 1t is true that special cireumstances
contributed 1o this state of affairs.  There had been, on the one hand, a heavy demand for the delence
Forces, and, on the other hand, a falling-ofl in production due to lack of fertilizer and of adequate
officient Tabour.  In the Auckland district a long drought seriously reduced production.  But all these
influences, save the drought in Auckland, were foreseen.  They all are still operative, and there is no
reqson to expect that they will be less serious in their operation during the coming vear.  The demand
for the Armed Forces must e anticipated, and it must he borne in mind that approximately 10 per
cent. of the population of New Zealand is under arms and must ultimately be absorbed in the eivilian
population.  Only in Auckland was the effect of the drought: very serious, and there the frequency of
dry seasons is a fact that must always he noted in planning the supply of milk for the metropolitan
areq, ‘

The Commission has regarded the metropolitan milk-supply as one part of the liquid-mitk industry
of the country, and the liguid-milk industry, in turn, as a division of the great dairy industry. The
production of milk on the dairy-farm involves the same kind ol activity and is subject to the same
imfluences whether it is sold for consumption as liquid milk within the Dominion or is manufactured
into hutter or cheese either for internal consumption or for export. And the two parts of the industry
are inter-related in important practical ways. As the demand for liquid milk inereases, the sources
of increased supply must be found largely in the herds supplying the factories. Not only so, but slight
influences may readily cause a change-over from one form of farm economy to another. A difference
in price between milk for town consumption and that for the cheese or butter lactory may he too narrow
t0 induce the dairy-farmer to maintain the drudgery of all-the-year-round milking ; and, as has often
happened and is happening to an increasing degree, he may quickly change over to seasonal milking
for the factory. This fact alone is sufficient to make 1t impossible to consider the town milk-supply
as 1 completely separate industry.

The Commission has studied the supply to the four metropolitan arcas as a part of the liguid-
milk-production seetion of the dairy industry.  The population supplied in these arcas probably exceeds
600,000, That means that another 1,600,000 draw their supplies outside this arca. Many of the
problems of the metropolitan areas are problems of the smaller cities and towns.  The Commission is
ot entitled to extend the inguiry hevond the arcas specified in its order of veference, but it has
recognized the wider implicaions of the various proposals considered : and it has been compelled to
recognize that already at times resort is had to the same sources of supply by the populations of
different contres, and that competing interests may need to be reconciled in the not distant, future.

The Commission has particularly considered the features of a long-term policy, but has had regard
alxo to the need of short-term adjustments.  Had the circumstances of the present time been normal
we still would have adopted this attitude. Fixed methods have heen developed i the city milk-
supply industry in cach of the metropolitan arcas. In our opinion some of these methods need to bhe
modified and some radically altered in order to meet expanding needs and to satisty the rising standards
of Tlife in New Zealand without necessitating undue inereases of price to the consmmer,  Bat the industry
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has heen organized and personal interestx have Toon ereated in such a way that serious personal hard-
ships would be inflicted if farveaching changes were offected wuddenly. Morcover, production of
milk ix sensitive {o cconomic changes and sudden chanors no matrer how well justified they may heoon
social grounds, may readily defeat the object they were intended to attain, The fact i that the
present is not a normal time, and every consideration againsi: seriously disturbing change is reinforeed
by the need to achicve the maximum co-operation in every vital service.  We think, therefore, that we
should regard the present stage in the milk industry as one of gradual transition from an old order to
A new one.

Closely related to this distinetion hetween a Jong-term poliey and a short-term poliey s the poliey
of establishing conditions such that they themselves will bring abont a progressive improvement in
the conduct of the industry.  This is fo be regarded not merely as a method of transition, but rather
as part of the long-term policy itself.  As an example, it may be posgible to alter in a definite way
both producer and consumer prices and so medt a present need. On the other hand, it may he posstble
to preseribe a method of aseertaining producers” and vendors” costs from time to time and to preseribe
a rule of varying prices in accordance with ehanging costs.  Again, some particular method of treating
milk might be made compulsory in all cases.  On the other hand, conditions may he established that not
only make such treatment possible on ferms (hat are fuir to all producers, but advantageous to them
as well.  These are two examples only of a number of matters that eall for consideration, but they
serve to illustrate a distinetion.  Tn the opinion of the Commission the poliey of ensurving and shaping
development by direction of the forees operative within the industry ix the right one to adop!
whenever such a poliey is open.  There are eases in which we think definite change should he made
immediately, but siueh eases ave only apparent exceptions and the neeessity for preseribed changes
arises mainty ws part of the policy of establishing condiions of progress.

Tn econsidering the conditions of progress, prominence must be given to the importance of making
conditions such that the persons direeting any operafion of the industry will hest advance their own
economic interests when they render the best service to the community.  For example, the Commission
was impressed in several of the centres by the evidence of an inereasing dependence on accommodation
milk for supplies in winter. The production of milk in the winter means heavier cost because of
heavier feeding.  This is an important item when any attempt is made to approximate to a level supply.
lixcept where the conditions for the production of winter feed are favourable, this in itsell encourages
seasonal milking with dependence on acconmodation supplies for winter.  And this tends to dependence
on stripper milk, milk from late calvers, and from cows that have aborted. It also means, in practice.
dependence on supplies produced at a distance and under conditions that are below the standard
normally required for a town milk-supply.  The result is the double evil of constant threat of
shortage and growing dependence on supplies drawn from unsatisfactory sources.  Obviously the
conditions to be established in the industry ought to be such that it will he unprofitable to those
responsible to develop that dependence, and profitable to encourage the development of an even supply.
or, where it is more economic to develop it. the extension of the normal area of supply to include distriets
where winter production is less costly.

At the very outset of its inquiry the Commission was [aced with the necessity of considering the
fundamental organization of the industry. The questions arising in connection with the alteration
and reorganization of methods of supply, collection, treatment, and distribution arve questions with
implications mueh deeper than would appear on a superficial interpretation of that. phrase. The
methods of supply, for example, include methods of controlling the organization of that supply, and
those vary in the several metropolitan arcas. Tn the opinion of the Comuission it is impossible ™ to
ensure ab reasonable prices adequate supplies of milk at a high standard ” unless reovganization ‘of the
fundamental methods is effected.  Our reconnnendations and the rveasons for them will he found in
Part T1 of this report. 1t should be stated here that, in the opinion of the Commission, the guiding
principle to be adopted in orginizing cach operation in achicving a satisfactory supply is that. as fay
as practicable, the authority and the respousibility for the operation should he conferved upon the
group that must perform it This applies with particalar force to the question of supply.  The
farmers or dairymen who produce the millk generally have their activitien regulated by the vendors.
This is true to an extent even in Wellington.  We know of no good reason why the farmers who do the
work should not be ealled upon to organize the supply and be made responsible for doing so. The
dairy-farmers have proved heyond question their capacity o direct and control their industry to their
own advantage and to the good of the community. There is no reason to doubt that the farmers
concerned with the supply of milk to the four metropolitan areas will, within their own sphere of
operations, prove themselves equally capable and reliable.

In the limited time at our disposal we have not been able to obtain in all matters particulars as
full and as accurate as ought to he collected and tabulated.  Neither dairy-farmers and their
organizations, nor treatment houses and other farge vendors, nor the small vendors and producer
vendors, nor, indeed, loeal anthorities, have kept records in anticipation of such an inquiry as we have
conducted.  As a result we have been unable to asceriain exaetly many facts that would have enabled
us to present a full account of the industry in cach centre or to make final recommendations in
respect of all details of importance. By way of illustration of incompleteness, hut not as supplying an
exhaustive list, we may mention the preportions of milk produced in the different seasons ; the way
in which sales have been distributed between retail quantities, wholesale quantities, and quantitics
sold under special confract; between the rates or prices charged for the dilferent classes, the
quantities of mill used for sweet eream, ice-cream, and for other purposes 5 the true cost of the several
iterns for which a margin must be allowed to vendors.

The Commission has had the co-operation of nearly all parties, and is particularly indebted to the
Auckland Metropolitan Milk Couneil and to the Milk Department of the Wellington City Council for
the assistance given. The records kept by the Auckland Metropolitan Milk Council are much fuller
than those kept elsewhere, and the Council and its officers went to considerable trouble to assist the
Commission. The officers of the Milk Deparbment of the Wellington City Council, who were called upon
at very short notice, lent every assistance.  In Part 11 of this report we make certain recommendations
in reference to records. Tt is hoped that the records of the future and their compilation will enable
each developing and changing situation to be studied and comprehended readily and with certainty.
In the meantime, with the co-operation we have enjoyed, we have managed to obtain approximate
results and to reach conelusions that we believe will assist the discovery of immediate solutions of the
more important and more urgent problems presented by the industry.
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PART 1. PRESENT CIRCUMSTANCES OF THE SUPPLY OF MILK TO THE FOUR
METROPOLITAN AREAS

CHAPTER |- INTRODUCTION
The first matter for mquiry and report s preseribed hy our order of reference ag -
“The present circumstances of the supply of milk to the four metropolitan areas of

Aucklond, Wellington, Christchureh, and Dunedin, and to such other areas as may from time
to time be diveeted by the Minster of Agriealture.”

No direelion extending our inguiry has been given to us by the Minister of Agriculture, and the
iquiry, therefore, s himited Lo the elreumstances existing in the four metropolitan areas.

The essential conditions of the production and distribution of an adequate supply of milk of «
high standard at reasonable prices are fundamentally the same in all areas, and the ultimate problems
presented by the industry are fundamentally the same. Under the pressive of the growth of population
and of gocial enlightenment the demand everywhere is for greater quantities of liquid milk for
mimediate oman constption and for a progressive improvement in its quality.  In every area the
cuestions of cost and of price are raised by every inercase in demand, and even by the necessity of
maintaining the level of supplies under changing conditions.  The price must always be high enough
fo call forth the supply demanded and it must always be low enough to make adequate quanutws of
milk available to all groups in the community.  The arca from which supplies are drawn has not only
to be maintained, hut to he enlarged in competition with other uses for which the land is required.

Though the essential conditions of a satislactory supply are fundamentally the same everywhere
there s o marked diversity in the circumstances attending the operation of the industry in the
several areas.  Natural conditions are more favourable in one place than in another.  Particular events
ocenrring ab intervals through the years in particular arcas have exercised a determining influence on
the dev cl()pm('n of the industry there.  Guidance by men ol foresight and resolution at particular
erises has given to the organization of the industry in one area a form and character not to be found
i other areas.  As a result of these differences in natural conditions, events, and personal influences
the set-up of the industry in cach area is peculiar to that area, and the problems presented vary o such
an extent as to demand separate consideration and in certain matters different solutions.

A sarvey of the cireumstances in cach of the four metropolitan arcas is contained in separate
clipters of this Pavt of the report. The purpose of this introduction is to divect attention to the
more nuportant fealures of the industry in cach of the areas and to the significance of those features
i relation o guestions of adequacy, standard, and price.

DEMAND

In considering the problem of the supply of milk to any wrea 1 is necessary to ascertain the present
denund and estimate prospective requirements. fn the metropolitan areas the volume of liquid milk
and of sweet eream demanded vavies from area to arca. 'The prime factor in determining that volume
i the size of the population and the consumption of milk per head.  The consumption per head of the
population does not vary greatly, and in all cagses is well below the amount recommended by doctors
and nutritionists. Bub the numbers and rate of inerease of the population do vary considerably. It
is not possible for the purposes of this report to state with precision the vital statistics for any of the
metropolitan areas s bul the approximate figures given provide (n reliable guide.  The numbers that are
relevant are the nuhers of men, women, and children who draw upon the one source of supply of
milk. These do not correspond exactly with the numbers of persons living within separate local-body
aveas.  Inevery case there is o number living in outer suburbs and on Iw fringe of the nggreg.)a“rmm
recognized as suburbs whose demand is met from the same source as the demand from the ciby. In
the more rapidly-growing centres changes tuke place that reduce the number of persons living in the
more congested parts and juercases 1lmm living i the outer areas.

The number of persons supplied with milk varies from avea to area.  According to the tigures
published in the Year-Book, the estimated population in the urban arcas on the st Aprl 1941, was
as follows -

Auckland . . - . . 3,700

Wellington and Hutt Valley . . .o 160,500

Christehureh . .. . . .. 185,500 (or excluding Lyttelton,
132,440)

Dunedin .. . . S 82,200

The rate of increase of |m|ml.|‘r1nn n thv Nmth Istand centres appears to be still much higher than
that in the South Island centres. The total daily quantities of milk at present required, including that
demanded by the Armed Forces, are approximately as follows :-

Gallons.
Auckland .. . .. - .. .. 28,000
Wellington and Hutt Valley . . . . .. 20,000
Christe }llll ch .. .. .. .. .. .. .. 13,000
Dunedin .. .. .. .. . . 3,800

L all centres two factors have in recent years atfected the (h mand i a major deglee The first,
the supply of milk to childven in wchools, Is @ permanent one; and the second, the demand by the
Armed Torces, 1 a temporary one. The demand for milk f{or school-children can be estimated with
sonie-degree of accuracy, bub it is not w regular all-round-the-yeur dewand. 16 is broken by week-ends
and Tolid: lays, and trom the m mm‘ of the case involves the ereation in these periods of a supply surplus
to the regular requirements.  The demand from the Avimed Forces is an irregular one. Tt calls for a
substantial increase in supply.  That merease inust be sailicient to meet peak demands; and this
means that when the demand fluctuates downwards there are substantial surplus quantitios th 1t cannot
he .ulmnhed as liquid milk and that must be diverted to the cheese or butter l(ultmy ab a reduced price.
How great is the difference made to the total demand by the Avmed Torces it is mpossible to say. 1t
has 1o be remembered that it is not only the qlmnmu,\ of milk supplied to ships, air stations, and
Army camps that have fo be considered, but also the inercase in sales by mille-bars and restaurants.
And, on the other hand, it funs to he remembered that approximately 10 per cent. of our population
i at present in the \1111(‘(1 Torees ab home or abroad and will eventually return to civilian life. Their
requirements wmuast be added to that of the present civilian population in estimating the probable
denmand when hostilities ceasc.
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Attention st also be directed to the possibility of an inerease in the demand per head of the
population. At present in the four areas the daily consumption per head appears to he about § pint.
But this includes consumption in camps and in the cities by members of the Armed Forees, and the
estimate of civilian consumption per head stated in the Year-Book is only ¥ pint. The optimum
daily consumption per head as stated by health authorities is 13 pints per day.  According to the
findings of the reeent Food Conference held in the United \f‘m.s of America a minimumn dietary
standard of slightly more than 1 pint of milk per head of the population must be eluded in judging
the sufliciency of the diets of all peoples. 1t seems reasonable that the very moderate consumption
of 1 pint per head per day should be anticipated and achieved. 1 this modest standard could be
reached there would be a substantial inercase over the present demand that includes the high per
capite consumption of the Armed Forces. The Health Department alms to educate the community
so that the consumption will increase.

Naruran CONDITIONS

Natural conditions inevitably play an important part in determiming the policy and the adminis-
tration best fitted to meet the demand and to ensure an adequate supply of good-quality milk at
reasonable prices.

The Auckland arca has such natural advantages that theve ought not to be any serious difficulty
in ensuring for very many years an adequate supply from an avea extending not more than from
20 miles to 30 miles from the centre.  The land is not so fertile as the fand of the Taleri Plain or that
of the flat country around Chrisichurch, but it is good dairying country and the climate is not rigorous.
At the present time within some 20 miles or so of the city there is a cow population of over sixty
thousand.  In Wellington within the 30-mile area the natural conditions are less favourable. A great
part of the land is less fertile than is the land around Auckland, and the pressure of population is heing
increasingly felt in the Hatt Valley.  The production of winter feed is difficult and its importation is
costly.  There is an abundance of good land up the west coast, and an inereasing dependence on the
supplies from that more productive area must, apparently, be a feature of the poliey for the future.
Christchurch has a belt ()f good land in close proximity to the city, and this land is abundantly supplied
with fresh cold water.  Adequate winter feed is produced on the dairy-farms.  In the Taieri Plain,
Dunedin has a source of supply which, if it can be effectively organized, will be sufficient for many
years. Heavy soil and wet conditions with consequent ™ pugging 7 of the land in the winter creates
a difficulty, but the soil ranks in fertility with the best i the Dominion.

The varying natural conditions give prominence to the question of policy in production. Tt must
he determined in each case whether the maintenance of an approximately level supply throughout the
year is cconomical or whether other lands must be included as an integral part of the supply area cither
for the supply of milk in the winter or for an all-the-year-round supply.  The question whether the
added time and added cost incurred by going out to a greater distance for an added supply is more
cconomieal than intensitylng cultivation on Joss fertile Tands near to the aren of distribution is of
particular importance in the case of Wellington.

ORGANZATION

Ln cevery arca the liquid-mitk industry has developed some kind of organization. Production,
collection, treatment, and distribution of the commodity is proceeding in each case with a degree of
,gulauty in its main functions and methods.  Producers, producer-vendors, and vendors are operating
in cach area and operating in accordance with settled practice.  But there has not been uniformity
in the processes of development, and there are striking differences in the present situation in the several
arcas. At certain times and in certain cases the industry has developed simply under the pressure of
economic forces and of the interests of particular parties.  In other cases it has heen determined by
the disturbing cffect of particular conditions and events. In others, again, it has been inspired and
guided by men of foresight, enterprise, and resolution. In the result cach area has developed «
distinetive set-up and its own methods of control.

Auckland has o metropolitan Milk Council ereated by statute with power to exercise control oves
the industry. 1t has a unique system of tight pools, cach of which has a membership limited and
controlled with the assistance of the Milk Couneil.  One of the pools has a substantial surplus of nulk
on which the other pools depend for considerable portions of their supplies. A factory owned and
operated by the New Zealand Co-operative Dairy Co., Ltd., is used as a balancing station. 'The Wel-
lington Metropolitan Area iy divided into two parts.  One of these parts comprises the City of Wellington
and its immediate environs.  The other comprises the Hutt City and its environs.  Wellington City
has o Municipal Milk Department controlling 80 per cent. of the milk supplied to the city ; and the
department. controls and operates a balancing station.  There is a powerful Producers’ Association,
the Wellington Dairy Farmers” Co-operative Associ tion, Litd., which acts for its members and which
is lcsponslblo for the supply ol a large part of the milk used by the Department.  The Hutt City and its
environs has o well-organized as;socmtmn of vendors and pI()(leel -vendors and, apart from ilk
|>1u<[u(c(l by the producer-vendors, supplies for the Hutt Valley are drawn from the Wellington Dairy
Farmers” Association, Ltd. In Dunedin the vendors and producer-vendors are united in an (Lssou(mun.
Until recently the producers were unorganized.  Recently a Producers’ Association has been formed
and is building up an organization to protect the interests of the dairy-farmers and to discharge the
functions of a City Milk Supply Association. Christchurch cannot be said to have any planned or
directed organization.  The vendors are divided into two groups, one of which is identified with
the pasteurization of milk and the other of which determinedly identifies itselt with the supply of raw
milk.,  So far the producers have failed to form any one organized body or to group themselves in any
elfeetive way,

The particular developments in Auckland, Wellington, and Dunedin were provoked by special
events.  In Auckland a severe price war in the town-milk trade was waged in the carly ™ thirties.”
Prices were foreed down so low as to ereate a fear that the city liquid-milk supply might fail.  The new
Council was created by statute in 1933-34, and at once applied itself energetically to the task of
ereating order ont of chaos and of establishing conditions that would assure an adequate supply of milk
of good qualtiy. In 1918 the milk-supply to the City of Wellington was in a deplorable condition, and
a complete reorganization became imperative.  Fortunately, at that time the citizens of Wellington
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had on their Council men of foresight and determination and the producers had among their leaders
men of capacity. The Municipal Milk Department of the City Council and the Wellington Dairy
Farmers” Association were established, and these two bodies, by their enterprise and co-operation, have
ouided and controlled the development of the industry since that date. In Dunedin the Dairy Farmers’
Co-operative Milk Supply Co., Ltd., has been called info existence because of the really deplorable
condition into which the work of production had fallen and the consequents danger of collapse to which
the town supply was exposed.  Christehurch conditions have never heen so bad as they became in
Wellington in 1918 nor so depressed as they have been in Duncdin, o spite of he apen hostility between
seetions of the industry, the milk-supply of Christchurch has nol heen exposed to the same danger
of vuinous competition as that that developed in Auckland, and no special development of organization
has taken place.

The conditions under which any important reorganization taukes place may be expected not only
to determine the nature of that reorganization, but to exercise a controlling influence over future
development.  In Auckland the principal determining influcnce was exercised by the apprehension of
the il results of unrestricted competition and the Milk Council, and the industry to-day adhere to.
the principle of tight pools.  In Wellington the urgeney of securing an assured supply and of maintaining
a high standard possibly accounts for the Council’s adherence to the system of control of supplies and
to the butterfat-content standard for all milk, whether that milk is purchased in summnmer and autumn
from its regular suppliers or in winter from factory suppliers with fortnitous milk. In Dunedin there
has not been sufficient time to permit the new supply association to develop distinetive characteristics,
but it may be expected to concern itself with the maintenance of unity and co-operation of all suppliers
and with the effective control of supply. The characteristic of Christchurch at present is its state of
disorganization.

One feature ix common to all systems at present in operation.  The development of productive
activities is determined by commereial considerations as interpreted by the vendors. Tt is to and
through the vendors that the demand for milk is made.  They organize the industry to meet the demand.
They call for the supply.  They determine the times and quantities of that supply ; and they shape the
conditions.  In Auckland, though two of the pools are formed on the co-operative principle and one
has introduced a co-operative principle info its constitution, the most powerlul of these pools does
not retail milk in the Milk Couneil’s area : and in the other two cases, as well as in the cases of the
{wo proprictary companies, the commercial interests of the vendors as vendors shape and order the
policy. In Wellington the general statement requires modilication hecause of two facts. The City
Couneil does not operate primarily for profit and the Dairy Farmers” Association is sufticiently powerful
to protect the interests of the producers.  But even in Wellington the Mille Departiment avows a policy
of freedom to control supplies and to shape its policy so as to receive profit from its undertaking as
well as to protect its capital rather than to ensure adequate supplies of milk of high standard. 1In
Christchurch suppliers to treating-houses and suppliers to other vendors of milk and cream have had to
aceept the terms and conditions that the husiness of distribution dietates. In Dunedin this dependence
of the producers ou the policy dictated hy vendor intercsts has been pronounced. How far that
policy will be modified by the strength of the new association remains Lo be determined.

ADEQUACY OF SUPPLY

It cannot be claimed that the industry as at present organized has ensured adequate supplies of
milk of a high standard to meet present demands at all seasons of the vear.  Relerence may be made
to later chapters of this part of the report for particulars of shortages and of supplies drawn from non-
licensed or not fully licensed suppliers to factories.  Tn the matter of supply of milk to schools all the
areas have suffered.  In Auckland in 1942 the supply of milk to high and technical schools was cut off
in May and June and on odd days primary schools were rationed. Sinee the opening of the schools
in February of the present year until the latter hall of July no school-children other than those
attending kindergarten received any milk.  In Wellington in 1942 the only cut lasted for three weeks,
but in 1943 schools were rationed in February and March, and front April onwards no milk was supplied
except to kindergarten schools.  In Christchurch rationing of school supplies during the winter months
was resorted to during the vears 1938 to 1942 inclusive.  In 1943 there was no cat. ln Dunedin during
the vears 1938, 1939, 1940, and 1941 supplies to schoolx were rationed in the early part of winter and
were stopped in May, June, and July.  Tn 1942 the Government paid for supplies from Balelutha, but
deliveries to schools ceased during July and August. There were no supplies to schools in Dunedin
this year from April to July.

There have heen further cuts in 1943 in supplies to the Armed Forces and to milk-shops and milk-
hats in Auckland and Wellington, and severe rationing of supplies to houscholders in Auckland. The
total cut in Wellington during the period of most acute shortage was 2,500 gallons per day. In Auckland
sehool milk was suspended from secondary schools on 8th June and from 18th June all school supplies
ceased.  The supply to primary schools was restored on 4th July and to sccondary schools on 12th
July. Ou 25th May the supply to the general public was cut 10 per cent. and on 21st June the cut
was inereased to from 20 per cent. to 25 per cent. Wholesale supplics were rationed in the same way
as retail, and the Armed Forces stood the sume ration as the civilian population, but hospitals, naval
and mercantile shipping were not cut.

This shortage occurred notwithstanding the heavy drainage on the unsatisfactory-—in some cases
the highly unsatisfactory—supplies from outside factories. According to returns furnished by the
New Zeuland Co-operative Dairy Co., Ltd., that company supplied as milk or creamn computed in its
equivalent as wmilk, in 1938, 42,643 gallous ; in 1939, 437,435 gallous ; in 1942, 203,393 gallons ; and
dluring the months of February, March, April, and May in 1943, 630,576 gallons.  The supplies drawn
by Wellington from outside factories increased during the period of most acute shortage, this year to
2,700 gallons per day. Christchurch has not drawn supplies from these outside sources as the other
centres have done, but during the winter it has had resort to suppliers in the normal supply area whose
sheds were not up to standard and to whom the Department of Agriculture has been unwilling to
grant anything more than temporary licenses. Dunedin has drawn on suppliers to the factory in the
Stirling district for three years in succession, and on oceasions from factories as far distant as Edendale.

It is recognized that adverse factors have operated to produce the shortages.  The state of war
has caused a marked increase in demand and has also operated to restrict production. The demand
for the Armed Forces has been a heavy demand and an irregular once. The Forces have not only
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required supplics for camps and ships and hospitals, bul they have also increased the demand through
milk-bars and restuarants. At the same time 10 per cent. of our population has been withdrawn from
civilian life into the Armed Forces. On the other hand, the reduction in fertilizer and the labour
shortage have directly affected the productive capacity of our dairy-farms.  In Auckland a prolonged
dry period in autumn and winter of 1943 has accentuated the effect of these factors.  But it must not
be overlooked that factors are operative that would have been operative even had there not been an
outhreak of war. The population in the centres is a growing population. That of Dunedin has not
wrown lately, but in the other centres the increase has been continuous, and in Auckland and Wellington
it has been considerable. The pressure of population has increased the competitive force of other
uses of the available land.  An increasing population demands an inereasing supply of wilk, and this
has been the position in New Zecaland irrespective of war conditions. Instead of a proportionate
increase in the number of cows used for town milking there has been a relative and, in several cases, an
absolute deerease.  As will be seen on reference to the description contained in Chapter 2, the exact
particulars of the movement in Auckland is not known.  Six hundred and forty-nine duiries with 25,206
cows were registered by the Department of Agriculture this vear, and these show an inerease of 863 cows
over the figures for April, 1942, But the Milk Council licensed only 417 permanent and 43 temporary
suppliers, and the Commission has no return of the number of cows on the dairy-farms in respect of whicl
these licenses were granted.  In Wellington the number of dairies licensed by the Department. of
Agriculture in 1913 was 502, and the number of cows on the dairy-farms affected was 19,086, This
represented a reduction in twelve months of 7 licenses and on 468 cows.  As not all licensees supply milk
the Departnier tstates that not less than 75 pcr eent. supply milk regularly - the exact movement cannot
be computed, but the figures supplied are significant and create misgiving concerning the adequacy
of future supplies. In Christchurch the number of permanent licenses in April, 1942, was 508, with
a cow population of 9,522, and twelve mounths later these figures were 497 and 9,364 respectively. In
April, 1943, there were 27 temporary licenses with 714 cows.  Though the total of the two kinds of
licenses and the cows carried has increased, the permanent licenses show a decline, and temporary
licenses arc granted by the Department to dairies that are not qualified for permanent licenses. In
Dunedin there was a reduction of 1,695 cows on dairies with permanent licenses between April, 1938,
and 1942, and a further reduction in the following year of 368 cows.  About 50 temporary licenses
were issued cach year.  On these figures it is clear that not only is there a failure to meet exceptional
civcumstances from approved sources, but that even in relation to the continuance of the normal
demand at & normal rate of increase the position is deterlorating. As the season of plenty is now
opening this deterioration is not likely to be manifested for some time; but unless the autumn and
winter of next year are exceptionally bountiful or a radical alteration is cffected in the situation, the
winter of 1944 is likely to prove disastrous. The development of temporary licenses in itself is highly
significant, not in its origin due to war conditions. They were first officially recognized in 1939.
Prior to that date some vendors were augmenting off-season supplies from unregistered dairies, and
new regulations were introduced to give the Department some measure of control.  Now with this
assistance supplies are insuflicient, and resort is had to emergency supply from factory suppliers.  And
this practice dates back to the pre-war period.

New Zealand is fortunately situated so far as dairying is concerned, and the number of cows
heing milked within convenient distances of the four metropolitan areas is greatly in exeess of the
numbers required for town-milk supply. Remembering this it is impossible to avoid the conclusion
that the organization of the liquid-milk judustry ought to have proved sufficiently adaptable to have
mep all requirements, cven including the requirements arising out of the war. The cows are being
mitked for the factory, and two things seem to be required :

(1) That an inereased number should be secured for town milk under proper conditions ; and
(2) That all-round-the-year milking or an appreciable proportion of true winter milking ought
to have been secured.

An alternative to this course was to rely on supplies from farm dairies qualified for temporary
license only and on stripper milk and milk from late calvers and aborted cows lurgely supplied by
factory suppliers at a distance. This latter alternative, untortunately, has been adopted in Auckland,
Wellington, and Dunedin. In Wellington it has been advocated as a permanent feature of Council
policy.  In Christchurch there has been a much nearer approach to a level supply, and one result hax
been that, though relatively to the total supply the demand for the Armed Forces has been heavy,
there has been no purchase of milk outside the regular ares of supply and, except for rationing of
school mitk during the winter months of the years 1938 to 1942 inclusive and a mild form of rationing
of milk-shops and milk-bars in 1942, there has been no failure in supply to conswmners. But even in
Christchurch the position has not been satisfactory in two respects. There has heen some rationing
and there has been too free a use of temporary licenses.

STANDARD OF SUPPLY

Iiverything that happens in connection with the production and distribution of mitk must be taken
into consideration if a high standard of the supply 1s to he maintained. In all areas it is recognized
that the best attainable results are assured only when milk of o high quality is produced from diseuse-
free cows; when that milk is cooled immediately after being drawn; when it is treated while {resh
and i such a manner as to destroy all harmful bacteria or to restrict their growth; when it is
adequately protected against all sources of contamination ; and when cleanliness is secured at every
stage of production, collection, treatment, and distribution. In the survey that follows conditions
obtaining in these respects in the different areas is examined. In this seetion attention is directed to
certain matters more fully represented later.

Quarniry

it is impossible to state accurately the average butterfat content of any milk other than thal
pasteurized by the Milk Department of the Wellington City Council.  The only guide i other areas is
the report by the Health Department on samples taken by its officers.  The average butterfat content
shown by these returns is as follows : Wellington, 4-6 per cent. ; Auckland, 4-31 per cent. ; Christchurch,
412 per cent. ; Dunedin, 3-98 per cent. 1t should be added that a representative of one of the largest
vending companies in Christchurch gave in evidence 3-85 per cent. as the percentage of butterfat in
milk treated and vended by it.
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These differences are due to the different breeds of cow used for milking. Tn Auckland and
Wellington Jersev and Jersey crossbred cattle predominate.  In Christchurch and in Duncdin the
Friesian s prominent.  The selection of breed in any metropolitan area seems to follow to some extent
the practice prevailing in the district to which the arvea belongs.  But the choice made is also
influcneed by the basis on which the price v calenlated. 1o Wellimgton milk is purchased mainly on
its butterlat content.  This is not the rule in any other centre, but in Auckland two of the five pools
payv on butterfat. Lt should also be noted that the mintmum butterfat content allowed is yaised i
Auckland from 325 per cent. to 33 per cent. In Christchureh and Dunedin, where payment s
whollv on gallonage, the minimum remains at 325 per cent. These bases of computing price encourage,
in one case, the selection of cows giving a rich milk and, in the other case, a selection assuring quantity.
As o result of paviment on gallonage only difficulties have Been and are being expericnced with milk
testing below the minimum legal standard, and supplies from several straight Friesian herds in
Christchurch have created a sertous problem for at least one large distributing firm.  On the other
hand, the effect of continuing to pay on the basis of butterfat content, accentuated by the pruchase
of high-testing milk from accommodation sources was illustrated by the statement made on hehalf
of the Milk Department of the Wellington City Council that had they last year paid on a test of b per
cent. only for all milk testing above b per cent. they would have saved £3,000 in the one year.

Freshuess and Cleanliness

The uestions of freshness and cleanliness are closely connected and arise ab every stage of the
aclivities associated with supply.  Cleanliness is a question of the health of the cows in mitk and the
condition of the milking-sheds.  Freshness depends upon the absence of delay itn collection and
distribution.  The Commission visited a number of dairies and depots and examined plants ingtalled.
Some cow-sheds are still in use that were modern and well equipped when crected, hut which now need
replacing.  Other sheds have never heen up to standard. The Tnspectors of the Live-stock Division
of the Department of Agriculture are continually pressing for improvement and, as the large number
of a modern type ol shed evidence, great advances have been made in recent vears.  In this connection
it is noteworthy that the personality, interest, and diligence of the Inspectors is of extreme importance.
It was made clear to the Commission that the industry is exceptionally fortunate in the ofticers of the
Department seleeted ax Inspectors. The difliculty and cost of rebuilding and re-equipping during the
war period have checked progress. Reasonable cooling systens are in use in most: dairies, and in some
few cases refrigerating equipment s provided.  But the practice is not uniform.

In the systems of collecting there is room for considerable improvement.  Three features are
noted in our survey @ Firvst, there is often much too long an interval between the time of milking and
the time of collection.  The attention of the Commission has been directed to cases in which a might’s
milking and the following morning’s milking have not been collected until the afternoon, and then
has been uplifted from the gate instead of from a cool room. I the cases of some dairy-farms covered
stands are pmvidu(l at the gate, while in other cases the milk has stood m cans exposed to the divect,
rays of the sun as well as the dust raised by trafic.  Tnan Jeast one case there was reason to believe
that. persistent complaints concerning pasteurized milk were due to the milk being stale hefore being
troated.  Secondly, the milk has been carried in uncovered vans, often along dusty voads in the heat
of the day.  Thirdly, the distances over which milk is conveyed frequently are great enough not only
to increase cost unduly, but also to allow the milk to become stale.

Probably the matter calling for the strongest comment in this connection is the condition obtaining
in some depots and the conditions under which the milk is distributed.  The Commission has inspected
depots that were models of cleanliness and coolness.  They have been shown over others where the
conditions obtaining ought not to be tolerated. Again, while some employers and  roundsmen
excreise all the care that can reasonably be expected, the vehicles and containers used in loose milk
delivery by others do not show any appreciation of the case with which such a commodity as wilk
can be contaminated and hecome a source of danger to the consumer.

PASTEURIZATION AND Borrning

The purpose of pasteurizing milk ax explained by medical authovity is to render wilk safe for
constmption by destroying the pathogenic organisms contained i it. There is only too good reason
to believe that the main purpose of some treating-houses is solely to improve keeping-quality. A
number of the plants inspected by the Commission are out of date ; httle, if any, attempt is made o
ansure that only elean, fresh milk is treated 5 and the conditions under which they are operated expose
the milk to immediate recontamination.  Perhaps the most striking evidence that the purpose is the
maintenance of keeping-quality rather than ensuring a safe supply is provided by the fact that after
pasteurization large quantities of wmilk are delivered to houscholds loose by ean and dipper.  The
readiness with which milk can be and is contaminated by human contact, through insanitary conditions
of utensils and vehicles and by the atmosphere, suggests that safety ol milk is not the determining
consideration in the installation and operation of expensive pasteurizing plants.  This comment does
not apply to the Milk Department of the Wellington City Council, and there are other treating-houses
that do make an endeavour by testing to enswre that milk that goes into the pasteurizer is good ilk
and that the pasteurizing is efficiently carried out.  But the distinetion hetween eflicient pusteurization
and pasteurization as frequently carried out is marked.  And the eriticisin that the methods of treatment
adopted too often justify the lack of public faith in pasteurized milk has much basis in fact.

There are striking differences in the percentages of milk pasteurized and of milk bottled in the
four areas. Detailed information is not available, but reasonably reliable approximations have been
made on the data submitted.  The following position is disclosed : In Auckland 34 per cent. of all milk
(including retail milk, wholesale milk, and milk sold under special contract) is pasteurized and 70 per
cent. of milk delivered retail is pasteurized. In Wellington the corresponding figures are 86 per cent.
and 77 per eent 3 in Christehurch, 37 per cent. and 15 per cent. ; in Dunedin, 50 per cent. and 31 per
cent. OF milk delivered retail in Auckland 46 per cent. is bottled ; in Wellington, 77 per cent.; in
Christchurch, 21 per cent.; and in Dunedin, 22 per cent. In Wellington, as already ndicated,
pasteurization and hottling is a method of ensuring that the high standard of the milk delivered is
maintained until it reaches the consumer. No raw milk and no loose pasteurized milk is distributed
retail by the Milk Department ol the City Council.  All such wmilk distributed is distributed by the
nearby furmers.  As already indicated, there are treating-houses that are endeavouring to ensure



H.—29a 10

that pasteurization is offective as a means of safeguarding the health of consumers.  But the methods
at present employed by a number of houses leave much to be desived and fail to maintain that standard
of eleanliness, freshivess, and safety that pasteurization was designed to protect.

Coxrs AND PRricks

It is obvious that accurate knowledge and a elear appreciation of the cost of any form of service
or supply is necessary to the determination of prices to be paid and as a guide to the organization of an
industry.  Unfortunately, the records heretofore kept by producers and vendors alike have not been
such as to provide the information requived.  The need for an alteration in this respect forms the subject
of & recommendation in a later part of this report. T the absence of sutisfactory returns the Commission
has conducted an investigation that has enabled it to collect suflicient information to form a basis for
judgment on the questions ax to the prices that ought to be paid to producers and those that ought to be
charged to consumers respectively.  In this investigation it has had the ready co-operation of all parties
and the skilled assistance of an experienced costing accountant.

in an Appendix to this report, the scasons into which the year is divided in the several districts,
the prices paid to the producers, and the prices charged to the consumers will be found seb out in detail.
The table distinguishes between the prices charged for milk retailed, for that sold in wholesale quantities,
and {or that sold under the various classes of contract.  Various features of this return will be discussed
in the following Chapters of thix part of the report, and certain of the recommendations contained in
Part 11 are based on the facts set out in the table, At this stage attention is directed to certain features
that may assist an understanding of the relative position in the several areas.

(1) Prices lo Producers

These are remarkable for their variation both in yespeet of the periods into which the year is divided
and in respeet of the prices paid during the several periods.  They are remarkable also for the lack of
correspondence hetween these variations and the varying costs of production in the different areas.
Doubtless the variations within cach area are due in part to the need to encourage production in the
periods when production ix the more expensive.  But even in this matter there does not appear to he
an adequate appreciation of the need for, or any close approximation to, a correspondence between the
prices actually fixed and those needed to provide sufficient inducement to achieve the result.  No
doubt the differences in prices are affected by the differences in the quality of the milk produced. In
Wellington, where payment is made on the butterfat content, tests show that the average of that content
thronghout the year is -6 per cent. These tests are not taken elsewhere with the same regularity
as they are taken in Wellington, but, as stated above, the samples taken by the officers of the Health
Department and tested by the Government Analyst show an average butterfat content for Auckland
of 431 per cent., for Christehurch of 421 per cent, and for Dunedin of 3:93 per cent. If allowance is
made for this difference in quality, the disparity in producer prices hased on gallonage alone would nof
he nearly so marked.  But it must be remembered that the farmers in the Dunedin supply area have not
heen asked to produce a high-quality article 1 and it is not certain that the lower quality implies any thing
like a corresponding reduction in costs.

(2) Price to Conswiners

A marked disparity in prices to consumers in the four areas is diselosed by the table.  Not only do
the prices themselves vary, but there are noticeable differences in the margins allowed to vendors. 'the
figures quoted need to be studied with care, and notice must be taken of the explanatory notes to the
table.  The difference in costs hetwoeen pasteurized and raw milk and bottled and loose milk is apparent
and must be allowed for.  And it is to he expected that in cases in which a large proportion of the
supply is pasteurized and bottled vetail prices generally will reflect the influence ol the costs of the
treating-houses.  But here again there is a lack of correspondence hetween differences incost and
differences in price.  Two other influences have to be appreciated. The first is a difference in costs of
different vending-houses, both in treating costs and costs of distribution. 1t is not thought proper to
include details of the costs of particular persons or companies : but differences do exist in this respect
and justify «w requirement that appropriate costing accounts be kept in all cases in the future. The
second influence to be appreciated is that of organization.  Where the producers are a well-organized
hody. ws in Wellington, they have heen able to proteet their own iuterests much more effectively than
the hitherto disorganized dairy-farmers in Dunedin have been able to protect theirs.  And this difference
is reflected in the prices the farmers have received and in the wargin obtained by the vendor.

(3) Retail, Wholesale, and Special Contract Prices

Liquid milk ix sold at retail rates to the household consunmer.  Large quantities are sold at wholesale
rates to hotels, restaurants., shops. and mitk-bars.  Other quantities are sold under special coutract
rates to institubions such as hospitals 3 to shipping companies : to manufucturers of ice-cream, chocolate,
and other milk products ; for milk in schools s and for the Armed Forces.  Considerable quantities
are separated to supply the market with sweet cream. The Commission has endeavoured to ascertuin
how in each arca the milk produced is divided between these different purposes, and the relation between
prices charged in the several cases. The result of the inquiry is shown in the table in the Appendix.
Its importance can be readily appreciated.  Obviously there ought to be a correspondence between
the scale of prices and the costs of production.  If the wholesale price is too low relatively to the retail
price, then either the household consumer or the producer suffers unfairly.  Kqually important is the
possibility that special prices under contract may be cut and unduly depress the price to the producer
or vaise the price to other classes of purchasers. There does not appear to be any consistent or just
relation between the prices to the different clusses and consideration has been given to the question of
adjustiment of the scale, and recommendations on the matter are contained in Part 1L of this report.

UTILIZATION Ot SURPLUS
Intimately connected with the question of price is the question of uilization of surplus mitk.  The
matter of concern to the farmer is the total return that he receives for his total production.  For part
of that he receives the specified town-milk price.  For part, he receives factory price.  The part for
which the fuctory price is paid is supposed to be the part which is surplus to town-milk requirements,
and which wust, therefore, be sent to the factory.  But in some of the places in which ™ winter quota
or * declared quantity ” contract is adopted, any amount in exeess of that adopted quota or quantity is
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surplus, and, whatever may be the use that is nade of that surplus, factory price only is paid for it. The
Commission was assured, however, hy the representative of the Targest treating-house in Christchurch
that all milk in winter, even any excess over the quota or (lccldwd quantity, is paid for at town-milk
rates.  Whether in practice any particular vendor gains appreciable henefit from this practice the Com-
mission has not been able to ascertain. - Where a truly co-operative basis of supply is adopted and strictly
operated the gain will be reflected in the greater pay-out to the producer at the end nf the year.  But
this basis is not generally adopted. Another question of still greater importance is the use of milk for
the production ol cream and other purposes.  In one distriet it was found that one of the vendors who
purchased large quantitics of milk for town supply, and by whom factory prices were paid for substantial
surpluses, imported farge quantities of cream from sources at a considerable distance beyond the normal
town-milk-supply arca.  Had it heen established that the surplus milk brought into the area from dairy-
farms licensed for that purpose should provide the primary source of all cream required by the area
a wse might have been made of the surplus morve profitably than that of sale to a cheese ox butter factory.
The same consideration applies to every other use to which the surplus milk may be put, whether it be
in the manufacture of ice-cream, of chocolate, or of any other marketable product. A rule that the
surplus milk available from the town milk-supply must be exhausted before resort is had to outside
supplies would be a valuable means of protecting the producer and, possibly, of guarding the consumer
against the increases in price or even of seeuring a reduction.  No such rule exists, though, as indicated
above, the operation of the co-operative principle does, at least partially, effect the same object.

At the present time no care is taken to ensure that cream for consumption in the metropolitan areas
i drawn from licensed farm dairies.  As eream comprises approximately 60 per cent. milk, the same
danger of infection exists as in the case of milk and the same necessity arises for control over the con-
ditions of production and distribution. 1 this prineiple were applied, the suggested rule that all town
milk-supply should be exhausted hefore eream was imported from outside sources would become effective.

CHAPTER 2. -PRESENT CIRCUMSTANCES OF 7THE SUPPLY OF MILK TO THE
METROPOLITAN AREA OF AUCKLAND

In the Year-Book return ol the population of wrban aveas the Auckland area 13 treated
comprising the City of Auckland, twelve boroughs (comprising four on the north shore of the harbour
and eight on the south shore), and certain other urban areas (including adjacent town distriets and parts
of counties).  This arca contains nearly the whole of the population depending on the arca mitk-supply
and does not 1nelude any appreciable number of persons not depending on that supply.  Though
widespread, the arca is well situated for the purpose of convenient distribution of aty conmodity
in universal use.  The land is not Hat, but the hills are not difficult and good roads radiate from the
centre in all directions.

Dimann
Population

The population within the metropolitan area is stated in the 1942 Year-Book as being 223,700 on
Ist April, 1941, This is the population to which milk is supplied in the one supply area. ln addition
to their requirements, large quantities are required for shipping, for the Armed Forces, and for children
who attend schools outside the area but are supplied from the treating-houses within the area. The
quantities required for shipping and for the number of men in the Armed Forces for whom provision
might have to be made caunot be exactly computed, but the number of children outside the area for
whom provision is supposed to be made at half a pint per day per child is 29,412,

In anticipating future requirements regard must be had to the growth of the population.  The
Year-Book for 1942 gives the figures for the Auckland urban area for the period from 19111936
inclusive as follows : 1911, L5760 ; 1916, 133,712, 1921, 157,757 ; 1926, 192,223 ; 1936, 210,393
To this can be added the figures given above  namely, 1941, 223700, These figures show considerable
variability in the rate of increase. This variability is probably due, in the main, to the growth in the
population affecting the relation ol outlying distriets that are gradually built up outside the urban
area until further changes bring them into the area.  Kven at present such places as Papatoetoe and
Manurewa, though outside the recognized urban area, draw their hiquid-milk supplies from part of the
same supply area, and their populations are steadily growing. It seems reasonable to anticipate an
annual increase of demand equivalent to consumption by, say, 3,000 pcrs(ms and unsafe to plan for less.
The changes in the volume of shipping cannot be forescen or estimated with any aceuracy, hut in
normal times a rough correspondence to changes in the population may be anticipated.  The number
of the Armed Forces in the arca is likely to be reduced to relatively small proportions after the end of
the war.  But as repatriation of men now in camps vear the area tukes place the New Zealand men at
home and abroad will return to civilian life, which probably will mean an increase in the civilian
population in this one area of approximately one-tenth part of the total population.

Present Consumption
The consumption of milk within the arca varies froms month to month and from year to year, hut
the highest daily gallonage purchased in any one month in cach year is the only safe auide for
future u,quuunelm lh.lt, is the maximum amount that is required and ought to be provided. In
the Auckland Milk Council’s area the average daily consumption for the year 1934 -30 onwards has heen
returncd by the Milk Council, and the months of highest daily sales are Novewber, December, February,
and Mareh,  Taking the highest average for any one month we get the following :- -

Average l'otal Daily

Season ending 31st. March, Gallonage sold.
1931--35 (December) .. .. .. .o 17,767
1493536 (December) .. .. .. .o 19,139
1936-37 (December) .. .. .. ..o 19,417

1937-38 (March) .. .. .. .. .. 20,H78

93839 (March) .. .. .. .. Lo 20,744
I.L)d‘. )10 (December) . . .. .. 20,780
1940 11 (December) .. . .. .. 21,568
[941-42 (December) .. . .. L. 22,936

1942-43 (March) .. .. .. .. .. 21,751
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The consumption of milk in the schools 1s much heavier in March than it is in December, and
sinee the full effeet of the milk-in-schools policy was first felt in the 1937-38 period there has not been
much difference in the total volume of sales in the area m those two months.  In the 1942-43 period
the daily consumption in March exceeded that of December by 1,743 gullons, but this, no doubt, was
abnormal.  Until March, 1937, the highest daily average for any one m()nt/h bupplicd under the milk-
in-schools secheme was 375 gullons.  Tn March, 1937, 1t was 1,123 gallons, and since that date it has
risen to ax hgh as 1,350 gallons.  Since the milk is used only on school days, the consumption on any
one day may appre ('mbl\ exceed this quantity.  The figures for consumption scem to indicate that the
inerease in consumption has not kept pace with the increase in population, or, perhaps, that the
ordinary per-head consumption has to a marked degree adjusted itself to the provision of milk in schools.

Futwre Bxpansion of Dewand

If the standard of 1 pint per person per day, which is well below the standard set by health
authorities, were observed, the daily consumption bv a population of 223,700 would be 27 %z gallons,
and to this would have to be added the consumption by shipping, by the Armed Forces, “and That at
the schools outside the metropolitan arca.  The quantity of milk consumed on school days by school-
children in the outside districts at the rate of | pint per day cach would amount to, approximately,
1,300 gallons.

For the time being the daily consumption by the civilian population, the needs of shipping, the
requirements of the Armed Forees, and the supply to children of schools in outside districts is the
measure of the demand.  In anticipating the demands in the future vegard must he had to the growth
in the population, including the school population, the normal increase in supply, and the stimulus
to milk-consumption by the activities of the Health Department and other health authorities.  Against,
this must be placed whatever reduction there may he on repatriation when the memhers of the Armed
Forces ave dispersed and our own men return to civilian life.

URGANIZATION

The two outstanding features of the organization of the milk-supply to the Auckland area are the
control exercised by the Metropolitan Milk Council and the existence and operation ol the tight pools.

Mtk Council

The Milk Council was constibuted under legislation passed in 1933 and commenced operations
in 1934. In order fully to appreciate its policy and administration it is necessary to bear in mind
the conditions in which it was born.  For some time there had been an abundant supply of milk, and
a vigorous price war was waged between various companies.  There was much complaining about the
<|m0t1(, condition of the m(lu\tx and of the poor return being obtained by the dairy-farmer for his
product.  Fears were entert,a,med that a continuance of the wnrestricted competition would, hy
impoverishing the farmers, imperil the supply.

'The new Council took up its duties and applied itscll energetically to its task of organizing the
industry and protecting the consumers in respect both of adequacy of supply and of high qualltv Lt
las discharged a ve lI’lLtV of duties, but four features of its adninistration have been conspicuous.

It has controlled the issue of licenses to dairy-farmers.  This was, from the outset, part of the
policy of bringing order out of chaos, and has been continued as part of a policy of maintaining oxder
in the industry. In ovder to supplement the supply in the autumn and winter months without
increasing the summer surplus it has devised o system of temporary licenses which authorize the holders
to %upply milk during a part ol the year only.

1t has rationalized the (Jlbtubntwn of milk.  Before the zoning system was introduced it took steps
to reduce the waste caused by duphmtmn of services ; and when the zoning svstem was adopted it
organized a scheme of zoning that left little to be desired.

It has adopted its own system of testing directed to raising the standard of the milk sold and to
maintain the higher standard.  With the same object in view it has limited the hours of delivery by
requiring all milk supplied to houscholds to he delivered before 7.30 a.m. The explanation of this

carly hour is that the atmosphere in Auckland is very humid and that consumers should be able to
dnp( nd for their milk at breakfast on that morning’s delivery and not on the supply of the previous
day.

1t has controlled the issue of licenses to milk-shops so as to bring about the elimination of
unceonomic duplication of selling agencies.  Shops already holding llculbcs were allowed to continue

them, but new liceuses have heen omntul 1)“]\ in cases in which the additional agenecies were Justified
on economic grounds.  Aud this control has extended to eases in which licenses have lapsed and
application made for new licenses to replace them.

The powers of the Council are limited.  They cannot prosecute in all cases ol breach of the law.
They can refuse to issue licenses and they can cancel licenses.  But cancellation is a severe penalty,
and In periods of shortage it is difficult to apply. The prospective effect on the city’s supply would
prevent its application to any really large vendor.

Tsght Pools

In the Auckland area there is a system of what are described as tight pools. These are groups
of suppliers associated with particular treating and vending houses. Licenses are granted to dalry-
furniers by the Milk Couneil not to supply milk to the towu generally, but to supply a purticular house.
The Counceil cannot compel a treating-house or a pool to accept a particular supply. 1t authorizes,
but does not oblige. The number of licenses in each pool is controlled by the Council with the object
of preventing the creation of too large a surplus with a consequent low pay-out to the licensees. A
further feature of the system is the grant of temporary licenses under which dairy-farmers ave
licensed to supply milk for limited periods only.  Apprehension is felt lest if licenses are freely granted
an excess quantity of milk will come on the market, an increasing proportion will have to be supplied
as sueplus milk to the cheese-factory, the payment per gallon to the dairy-farmer will fall, and the
supply to the metropolitan area will be endangered.

Aun examination of certain leatures of this systew o operation is illuminating.  There are five
tight pools in Auckland, which for the purpose of this statement arc demgrutud Pool A, Pool B,
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Pool €, Pool D, und Pool K respectively. 'The council has supplied returns which show the following
(’acts w1th regard to surplus and payout ot these pools T

1940. 1941. 1942,
Surplus. Pay-out. Surplus. ! Pay-out. Surplus. Pay-out.
Per Cent. d. Per Cont. d. PPer Cent. d.
Pool A .. . .. 15-025 10-94 7-741 | 11-21 2-08 11-69
Pool B .. .. .. 11-284 10-76 2-34 “ 10-78 2-349 1224
Pool C . .. oy 2117 11-33 8-69 | 11-96 7-4 12-15H
Pool D .. » Sl 14856 10-91 | 14-003 | 10.85 | 662 11-21
Pool K . } 3%-5H57 9:5h 38-395 957 24.-28 10-15
i i

On the face of 11, ‘rlm mtum seems to mdlcate success on the part of the Iu.xt mentioned p()ul i
securing a good price for its suppliers and a failure on the part of Pool B to do so.  But this return
needs to be considered in relation to another one showing the use by the respective pools of milk
drawn from each other and outside fuctorics. So far as drawings from and supplies to (*;wh other are
concerned the information supplied by the separate pools for the year ending 31st March, 1943, show
that during the twelve months Pool A drew from other pools 255,377 and supphvd 65 aOZ, a balance
of (hawmgq over supplies of 189,875 ; Pool B drew 126,255 and supplied 301,290, giving a balance of
supplies over drawings of 175,035; Pool C drew 59,966 but did not supply any ; Pool 1) drew 200,715
and supplied 25,713 ; Pool K supplied 409,808 and did not draw any.

Returns for the same period show that Pools A, B, C, and D also drew from suppliers to outside
factories nearly 450,000 gallons.  Other veturns show ’rha’f milk supplied (including eream computed
as milk) to these pools from the factories as follows :—

Gallons.
1938 .. . o .. .. . . . 42,648
1939 .. . - . . . . .. 437,435
1942 .. . . .. . o 203,393
1943, February to 3lst May (inc.) .. .. . .. . 680,576

From this it will be seen that the pools that had the .smdll( st surpluses md the highest pay-out
depended most on milk that they could draw from other pools and outside factory su])phexb and
that all four Pools A, B, C, and D draw directly or mdlrccfly on Pool K ; and that so far as Pools A,
B, and D were concerned these drawings were heavy except in the year 1940-41, o year of altogether
exceptional productivity and the best in the history of the Dominion.  Kvidently those pools have
needed more milk than their pool suppliers could supply. It is to he noted that the producer-vendors
did not meet all their own requirements, but also drew upon the pools for portion of their supplies.
Of the 3,721 gallons per day they sold in 1942 they purchased 1,427 gallons An attempt has heen
made to ad]uxt the position by the issue of licenses to supply dunn}_r he off season only.  Strenuous
efforts have been made to obtain more, but these efforts have met with partial success only. One of
the company’s managers stated in evidence that 75 per cent. of those approached wanted permanent
licenses. Despite the efforts to obtain new suppliers, the heavy drawings from other pools has
continued.

The truth is that owing to irregularitics in demand and to seasonal variations in production a
surplus mmst be provided.  Some authorities put the necessary surplus over anticipated demand at
20 per cent., and a surplus of not less than 10 per cent. over requircments in winter seems necessary
if the needs of the community arc to be adequately met. Tt is clear that that surplus has heen
necessary in Auckland.  The surpluses mentioned in the table above do not mean a m(mtl -by-month
surplus, but only a total surplus, including the flush production. A winter surplus of 10 per cont,
would involve even under conditions of nwxmml»l\ level production an annual surplus of 20 per cent.
The figures quoted indicate by how great a percentage all the pools other than Pool B failed fo
achieve self-sufficicney in supply. Had the surplus nol been provided by Pool I the shortage in
Auckland would have been disastrous in all years save 1940. Kach of the other pools depended on a
surplus, but did not provide it. They protected their suppliers at the expense of Pool H.  Ax
Pool K is fully co-operative it is not certain that the suppliers in that case were worse off than suppliers
to other pools, but the fact remains that Pool K supph(\d a surplus to meet the needs of consumers
drawing ‘from all pools, and that in four out of the last six vears even that drawing has proved
m,sufhclent to meet requirements.

As Pool E has consistently had a large surplus the Milk Council has repeatedly refused to grant
licenses to applicants who wished to supply it, though they have been willing to grant the same lv])pll(‘.l‘llt,h
licenses to supply the other pools.  Where \upphels have refused to .supply other pools their supplies
have been lost to the city. A moment’s reflection will discover serious possible effeets of this poliey
unless they can be countered in some way. A surplus is necessary.  The first reserve on which any
pool can draw is the surplus that it itself arranges. Tts next reserve is any excess over their needs
arranged by the pools other than Pool E. In Auckland Pool E provides the last reserve of a duly
lloens(»d supply.  With that supply limited as a matter of policy some other regerve must be established
if disaster is to be avoided. There are at least three changes that appear to he urgently needed

(1) More licenses to supply milk must be granted ;
(2) Winter production must be stimulated ; and
(3) The cost of the surplus necessary to ensure adequate supply must be spread fairly over
all producers. i
SUPPLY
Natural Conditions

The elimate 1s mild, and in no part of the year are the conditions rigorous either for farmers or
attle.  There is an abundant rainfall, but in normal years the :Il\tnl)ut]on of that fall leaves a
difficult dry autumm period, and in exceptional years, as in 1943, the dry period is sufficiently
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prolonged to impose conditions approaching a drought upon farming operations.  There ix a large
arvea of good dairying country in close proximity to the metropolitan area.  The carrying-capacity of
most of fhc dairying land to the north of the city is less productive than that to the south, hut even
in the north a cow to 2 acres is maintained while one cow to 1§ aeres indicates the average quahty of
that to the south.

There s sufficient dairying Tand within a short distance of Auekland, if it is properly utilized for
the purpose, to ensure adequate supplies of milk for an indefinite futurc; and, provided that the
supply is propexly organized, the cows grazing within 20 miles to 25 miles of the city are sufficient, to
meet all the needs of a considerably greater population without recourse to outside sources.  There
seems no reason for doubting that this statement applies even to a prolonged period of low rainfall,
The adjacent counties of lu(lon Waitemata, and Manukau return a total of 66,368 dairy cows in milk.
In the County of Franklin, wh]( h adjoing Manukau and extends for some distance from Auckland,
there are 85,044 cows. According to Connell’s survey there are 13,612 cows within the immediate
eity supply area being milked not for town requirements, but for factories. According to the evidence
given by a witness called by the producers’ representative the average produ(*tlon per cow per annum
can be estimated at 500 gallons. This was confirmed from other sources.  Connell’s survey estimates
the production at 507 ga]lom per cow. The herds contain a fair proportion of Friesiang, but Jersev
and Jersey crosshreds are numerous.

Cow Porurarron

Only a small proportion of the cows in the adjoining counties are milked for town supply.  On the
30th April, 1943, 649 dairies, with a cow population of 25,206, were registered hy the Department of
Agriculture for town supply.  These include all herds licensed to supply the whole of the metropolitan
arca.  But this does not mean that this number of cows is being used for the town supply. Though a
dairy-farmer complies with all the requirements of the Department as to the condition of his sheds,
he cannot sell his milk for distribution in the area within the jurisdiction of the Metropolitan Milk
Couneil until he obtaing a license from the Metropolitan Milk Couneil entitling him to supply it to some
particular pool.  The Milk Council restricts the issue of licenses where the supplier wishes to supply a
pool which already has a considerable surplus.  The result is that, according to the figures supplied
in evidence by the Milk Council, the number of dairy-farms Heensed by them on Ist February, 1943,
wis 460 only, and of these, 43 were holders of temporary licenses that entitled them to supply for a
limited period in the year only. We have not been able to ascertain the number of cows on dairy-
farms that are licensed by the Council. Certain facts, however, are significant. The return from the
Department of Agriculture shows a deerease of two ]1(*@11.\(-,5, but an increase of 863 cows between 30th
April, 1942, and 30th April, 1943, The return from the Milk Council shows a drop of 8 in the permanent
licenses between Ist February, 1942, and 1st February, 1943, but the addition at the latter date of 43
temporary licenses not previously returned as such.  The number has steadily increased year by vear
since 1937, but, as already stated, the movement in cow population on licensed dairy-farms is not
known.  In evidence submitted by the Milk Couneil emphasis was laid on the number of dairv-farms
that have gone off town supply.

Volume of Production
According to the return of milk available from all dairymen and dairymen-vendors licensed by the
Clouncil during the period from Tst August, 1937, to 31st Julv, 1942, the annual returns were as
follows :

1937-38 . . .o 8,990,703 gallons per vear or 24,632 per dav.
1938-39 . . .. 8,380,001 . 22,959
193940 . .. .. ‘,),.)88,27[ " 26,198 .
1940-41 . . .o 10,840,348 . 29,701,
1941-42 . . . 9,811,914 . 96,882,

It must be borne in mind that the production is not uniform throughout the year and that the
consumption demand, apart from variation in demands for the Armed Forees, approaches much more
nearly to uniformity than does the production. I attention ix paid to the months of lowest produetion
in cach year, we find the following facts :—

Period Lst April to 31st March, — Total, Daily.
1937--38 (July) .. .. .. .. .. B9, 292 19,074
1938--39—

April .. .. .. .. .. 155,920 1H, 197

July .. . .. .. .. Db8,029 18,001
1939-40 (August) .. .. .. .. 613,510 19,791
1940-41 (June) .. .. .. .. .. 697,511 23,260
1941--42—-

March .. .. .. .. .. 560,119 18,068

June .. .. . .. .. 652,088 21,736

During the month of lowest production the average quantity produced daily is less than that
averaged Hn()uOhnut the year by 5,558, 7,762, 6,407, 6,451, 146 gallons lo.spv(n\ ely.

The tables in the next preceding pamgmph \how the Lu‘ts NECESSE ary to relate the supply to the
demand.  In considering these facts it is necessary to bear in mind that the demand for some days
will exceed the average (Luly consumption for the month and the supl)ly for some of the days will be
less than the average A uily supply for the month.  If the demand is to be met the supply ensurcd must
provide a margin over the average daily consumption even when the average is taken over so short a
period as one month 1t 1% esse ntml that a surplus be budgeted for, and too HTThL” a surplus over a year
shown in the returns of any milk pool may, having regard to the public interest, be a greater evil than
an overlarge surplus.

The question of the daily surphlus required reveals the importance of so arvanging production as
o ensure as even a supply thronghout the year as it is possible to obtain, The return of supplies
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divided into three-monthly periods during the period from 1937 38 to the period 1941-42 show the
following =

August—-October. November-January. February - April. May- July.
— - S e - - o
T i Pereent- Percent- I Percent- ! Pereent.-

Gatlons. age of Gallons. age of Gallons. age of Gadlons. i age of
Total. Total. ‘ Total. i Potal.

i N :

- : | - ‘
193738 .. | 2,385,260 26| 2,692,937 0 30 | 2082202 | 23 | ors300008 0 90
1938-39 . 2,203,068 27 2,750, 182 33 1,831,976 22 b, H44,82h ‘ 18
193940 2,270,563 i 24 2,884,691 30 2,404,855 200 2,028,165 20
1940-41 . 2,978,364 ¢+ 27 3,200,933 30 2,407 ,57H 2300 2,203,976 [ 20
E941-42 . 2,944,951 1 30 J 2,993,8H9 30 1,778,081 19 “ 2,018,023 ’ 20

Level Supply

A recognized method of adjusting supplies is to encourage all-round-the-year production instead
ol seasonal production only. It is obvious that any organization that, through price-adjustments
or otherwise, could encourage an increase in the Auckland area in the percentage of production in the
May-July period and a corresponding reduction in the percentage of the November-January period
would tend to even the supply.  Such organization adjusted for all periods with a reasonable percentage
surplus in the period of lowest production would tend to reduce the amount of the surplus in the periods
of peak production and best regalate the supply to ensure adequacy. In the Auckland area conditions
of soil and elimate should make an approximation to a level supply possible.  The alternative would
appear to be to extend the area of supply to districts where autumn and winter production is economical.
The production of a level supply is encouraged hy seasonal variation in prices. A price not much above
the factory price is usually a sufficient inducement to attract town sapply in the spring and summer.
but an appreciable inerease is usually necessary to induce an adequate autumn and winter supply.
The Milk Council has adopted the seasonal variation in prices, and the dairy-farmer now is allowed
10}d. for the six months from September to February, both months inelusive, and I}d. for March 1o
August melusive.  These prices, while attractive to the seasonal milker, do not appear likely to attract
a level supply. The seasonal producer is assured of 101d. for six months, [1d. for three months and
a_half, and 143d. for milk fortuitously produced in the winter.  One of the months of poor supply is
February, and an examination of the returns suggests the desivability of three periods, providing a summer
price for, say, the present summer period of six months, an autumn price for February, March, and
April, and a winter price for May, June, and July, with a possible reduction in the summer price and
a possible inerease in the winter price.

Shortage of Supply

I will be seen from the particulars quoted in the section on organization resort has heen had to
suppliers to outside factories on four oceasions and that the amounts drawn were 42,648 gallons, 137,430
gallons, 203,393 gallons, and 680,576 gallons for the years 1938, 1939, 1942, and the period February to
May (inclusive), E943, respectively. 1938 was the year of facial cczema.  In 1939 the autumn was
dry. The year 1942 followed the outhreak of war with Japan, and there were sudden large increases
in demand for the Armed Forces.  In 1943 the increased demand has continued, and the supply area
has suffered from a prolonged dry period in the autumn.  Added to this. the supply has been afiected
to some extent by the shortage of fertilizer and to a marked degree by the shortage of labour.
Whatever could or could not have been foreseen in the past, it is now abundantly elear that provision
must he made for the Armed Forces - that the effect of reduced fertilizer and severe Tabour shortage
must. be taken into account; and that a dry autumn is always a possibility in the area.  Unless
provision can be, and is made, for these matters further dependence upon factory supplies is inevitable,
Reference to what has been stated above concerning supplies from the factories will he suflicient to
justily the verdict that dependence on such supplies ought not to be tolerated.

Not only has there been a dependence on emergeney supplies, but, notwithstanding that dependence,
the supplies have fallen short of requirements.  Cuts were made in the supplies to schools in 1942,
and the following extract from a letter from the Auckland Milk Council describes the shortages this

* School Milk.—On 8th June the supply to secondary schools was cut out. On 13th
June all sehool milk was stopped.  On 4th July the primary schools were all again supplied,
and on 12th July secondary schools were resumed and a full ration to city schools.

" (feneral Public.—A 10-per-cent. cut was instituted on 25th May.  This et was imposed
bl 218t June, when there was a 20-per-cent. to 25-per-cent. rationing.  From then on the
guantities were reduced according to the quantities available up to 4th July, when the cut
was completely taken off.

“Hospitals and Armed Forces—During the whole period hospitals were not cut at all.
The Armed Forees took the same ration as civilian trade, but shipping, both naval and
transport, was not cut. By arrangement with the naval people, harracks on shore and shore
installations stood the extra cut at times to cope with shipping.

“ Wholesale. The rationing was cut the same as the retail public trade)’

)

Since the Commission concluded its sittings in Auckland advice has been received from the Auckland
Metropolitan Milk Couneil concerning the unsatisfactory nature of recent supplies of accommodation
milk,  The communication from the Milk Couneil is quoted hereunder :—

" You may not be aware that after the Commission left Auckland o serious deterioration
took place in the bacterial quality of practically all emergency milk,  This was due to
alteration in cartage procedure involving a once-a-day collection and was exaggerated by
the spell of humid weather. - During this period Aka Aka milk was coming in in the evenings,
but the deterioration was not so marked as was the case with some of the other factories.
The breakdown became so serious that it was necessary to reject very substantial quantities
of milk and also to temporarily suspend four factories.  This resulted in an increased rationing,
and in everything that was done we were in close consultation with the Medical Officer of Health.
For a time it looked as thongh a number of factories would have to be ent ont.”
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This scrves to confirm the Commission’s general findings  concerning the wunreliable and
unsatisfactory nature of accommodation supplies of milk.

Summary of Results

To sunmarize, the outstanding facts in the present situation are that the milk supplied to schools
has been cut out or reduced on two occasions ; that during the present year supplies to the Armed
Torees have been drastically curtailed ; that heavy cuts have heen made in wholesale supplies and in
supplies to households ; and that recourse has been had in four during the lust six years to suppliers
to factories in outside digtricts.  There have been conditions that, judged by ordinary peacetine
standards, arc abnormal.  But, apart from the unusually prolonged dry spell. these unusual conditions
may be expected to continue and a dry autumn must always be anticipated.  1n Part 111 of this report
we make recommendations that, if adopted, may to some extent relieve the position so far as the
influence of the demand for the Armed Forces ave concerned.  In Part I we make other recommenda-
tions that we hope will assist m other matters. But 1t 1s plain that the position in the Auckland
area s a grave one.  Apart from other matters, the cutting-down of school supplies must be rogarded
as a serious step.  This serviee is a part of the policy of the country and, moreover, family budgets—
especially those of the Tower-paid wage groups—are adjusted becanse of it. And dependence inany
degree upon outside factory supplies disregards the policy that has developed of safeguarding the liquid-
mitk supplies to towns, a policy that, according to the evidence of health authorities, ought to advanee
to higher standards than any hitherto attained.

Balancing-station

At present the factory owned and operated by the New Zealand Co-operative Dairy (o, acts as a
halaneing-station for the area.  The several vending companies are members of the association and
send their surplus milk to the factory and receive factory prices for i, This method of dealing with
surplus may be contrasted with one i which supplies to one depot could be treated as o means of
halancing the total supply by directing what was required into the vending-houses and using the one
surplus for manufacturing purposes and under which « proportionate part of the surplus could he
charged against every individual supplier to the area.

Methods of Production

The cows milked in the Auckland area include a number of Friesians, Shorthorns, Ayrshives, and
Jersey crossbreds.

The method of replacing stock varies. Tt is recognized on all hands that the purchase of
replacements at saleyards is o dangerous practice, yet Lh(‘ practice is wnhslm* wl. Some farmers
purchase from other herds with whmh they are familinr, and buying and selling is the business of o
number of experienced agents. Some farmers breed their own replacements. Lt is noticeable in this
as in other areas that the best results are obtained by farmers who do breed their own replacements.

The production of winter feed on the farm is not so extensive as it is in Christchurch, though
considerable quantitics of hay and ensilage are produced.  Brewers’ grains are in use and concentrates
are purchaged as avaliable.

Farm Dairies

The majority of the farm dairies that we visited in this arca may be deseribed as fair in layout,
buildings, and equipment. There are some dairies that may be regarded as  quite satisfactory.
Some that were built many years ago must have been good in their day.  Many leave much to he
desived.  The Inspectors of the l)(’}_m.mnvni of Agriculture are maintaining pressure to secure improve-
ment, but the results have been checked by the lack of material and shortage of labour.  The favourable
condition of most of the soil to the south of Auckland and in some parts to the north, together with the
mild climate, suggest that the farm dairies in this area should be equal to the best in the Dominion.

The femperature during the summer months in Aucklund make the cooling arangements on
the farm a matter of first moment.  The atmosphere is often humid and the watersupply is often
vot eold enough to bring the milk down to a sufficiently low temperature.  Some farms have
refrigerators, and the position will not be satisfactory until such refrigerators are regarded as an
essential feature of every farm dairy in the area.

Quality of Swpply

The type of cattle in most general use in the area is reflected in the content of the milk.  Aceording
to tests made by the Health Department the butterfat content averages 4-31 per cent.  Though not so
high as the average in Wellington, this is higher than the average in Christchurch or Dunedin,

Samples taken of the milk as it comes into the treating-houses are tested by the Health Department
and the Milk Council, and these give an indication of (Iu- quality and cleanliness of the millk supplied
by the dairy-farmers associated w1’fh these houses.  Samples of raw milk taken from raw-milk vendors
and producer-vendors and similarly tested indicate the standard of the milk they distribute.  The
sampling and testing of milk drawn in the period of shortage from outside sources is mentioned later
under the heading of “Treatment.”

The following particulars are illustrative and suggestive :

1
Source Number of Percentage not complying  with
) I Namples. Nale of Tood and Drugs Act.,
S S S I o
Milk delivered to treating-houses .. .. .. 1,305 728
Milk distributed raw by vendors .. .. . 124 4-03
Milk distributed raw by producer-vendors .. .. 403 14-39

Prices
Tor the purpose of fixing producers’ prices the year is divided into two periods of six months each,
and @ winter price and o summer price are paid. The seasons and prices are as follows :

Summer—September to February .. .. .. .o 1ogd.
Winter—March to August . .. .. . oo 1444
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CoLLECTION

An endeavour iy made 1 all parts of the supply area to rveduce to a minimwu the time between
milking and collection and to effect cconomies in transport.  These matters have received the attention
of the Milk Council and the co-operation of the vendors. The practice is to colleet twice a day. The
evening’s milk is brought in in the evening, and in most cases pasteurized on arrvival. It is delivered
next morning and, as the (‘oun(‘il" regulations require delivery hefore 7.30 a.m. is available for many
breakfast tables.  'The morning’s milk is brought in early in the day, pasteurized on (m“wal, and delivered
forthwith to hotels, restaurants, milk-bars, and other wholesale purchasers.  In many cases ]m)(luul
vendors are able to deliver raw milk to the consumer immediately after milking—sthat is. the morning’s
milk is picked up and delivered hefore hreakfast.

The collection of the milk is under the control of the vendors.  Kxcepl in the case of the Takapuna
Dairies, the suppliers of cach vendor are seattered. They are not zoned, hut several companics may
draw on the same neighhourhood.  Tn order to minimize expense some of the companies co-operate by
arranging that one carrier shall draw all the milk for two companies along certain roads and another
carrier will draw all that along other roads.  That co-operation is limited in its operation, and, unless the
colleetion of the whole milk-supply of the area is controlled by one authority, it will probably not he
possible to avoeid appreciable wastage of man-power and materials.

There are two other matters that require attention.  The first is that all milk ought to be colleeted
[rom the cooling-room of the dairy, but if in particular cases there are serious difficulties in regurd (o
that, then in such cases it should be collected from properly-covered roadside stands within a shorl,
time of being placed there by the dairy-farmer. The second matter is that all milk should be collected
and conveyed to the vendors in properly-covered vehicles—that is, in vehicles with an awning stretehed
over the truck that protect the milk from sun and dust and yet Jeave air space around the cans.  This
is not the general practice in Auckland.  The only cases in which it is possible to compute the cost of
collection are those in which the milk is delivered to the companies. An Auckland cost of 0-68d. per
gallon compares favourably with the costs in other areas.  Owing to the much smaller quantities handled
the cost of collecting must he much higher in the cases of raw- “milk vendors and producer-vendors,

TREATMENT

Approximately 84 per cent. of the mitk sold in the Auckland area is pasteurized.  The proportion of
that. delivered refail is lower. [t amounts to about 70 percent. The reason for the difference
i that the large companies pasteurize all the milk they distribute, hut the producer-vendors
sell the milk raw that they produce. If a producer-vendor purchases milk frony one of the
companies, that milk will be pasteurized.  The wholesale trade is a trade exelusively in pasteurized milk.

A considerablo proportion of the milk that is pasteurized is also bottled, but there is also a con-
siderable proportion that is distributed to houscholders by the can-and-dipper method.  lxact figures
are not available, but, as stated above, probably only from 40 per cent. to 50 per cent. of pasimurl/mi
milk distributed to householders is hottled.

The plants at present in operation cannot be regarded as satisfactory.  One pasteurizing-plant, but
one only, is quite up to date and is operating successfully.  One bottling-plant is also up to date.  But
in no one treating-house is the whole equipment satisfactory.,  Arrangements are heing made by some
of the companies to carry out extensive r(‘pla(’emont, and if the educative force of the hm,lth authorities
representations and the pressure of public opinion continues to be felt a very mueh improved condition
will obtain in the not distant future.

The Milk Council has set a high standard both as regards quality and as regards safety in the milk-
supply. It has required that the butterfat content of milk sold shall not be less than 3:H per cent.
I has also prescribed that the bacteria plate count in the ease of pastearized wilk shall not be more
than 20,000 and in the case of unpasteurized milk not more than 100,000,

In order to secure compliance with the provisions of the Food and Drugs Act and the requirements
of the Milk Council and to protect the publie health, both the officers of the Tlealth Department and
those of the Milk Council take Irequent tests of the milk as it comes info the tres wing-houses and as it is
diztributed to consumers.  Some of the companies also have tests made regularly. The results of these
tests cannot be regarded with equanimity.  The results of some of the tests are significant, though i
imust not be concluded that the percentage results of any series of tests or any number of such series
correctly represents the average condition of the milk delivered to the purchaser.  Rvery series includes
a number of samples drawn from suspected sources and samples taken to follow up unsatisfactory
results.  But in a progressive community in which the safeguarding of public health occupies o prominent
place among social purposes, even allowing for the fact just mentioned, the results now quoted are
disturbing.  The Health Department handled 4,309 samples from the Auckland Central Health District
for the year 1942, and of these, 13 per cent. ﬂulsd to comply with the statutory requircments.  Of 210
plate counts made by the Milk Jouncil’s Analyst between 15th and 27th April (inclusive), 1943, 53
samples exceeded the prescribed 100,000.

The combination of high standards and frequent testing, with due warning and occasional prose-
cution, seems insufficient to ensure a high standard in practice. The Auckland system of inducing a
high standard differs from that adopted in Wellington in at least three respects. The Wellington
pasteurizing and bottling plant is of higher standard than that which the several plants in Auckland
attain,  The system of «Lul sampling of each supplier’s milk is carried out in Wellington is decidedly
better than the system of tostmg adopted m Auckland. And in Auckland there is no immediate
relation between a low standard and economice loss to the individual supplier concerned as there is in
Wellington.  If milk is properly graded and the price paid varies with variation in grade, there is a
powerful influence continuously operating to maintain a high standard.

One matter requires special nmention here.  As (ﬂ(pLuned earlier i this chapter, during four
autumn and winter periods the Auckland metropolitan area has received a substantial quantity of
milk from cheese-factories situated at various distances from the city.  What this means so far as
quality is concerned mayx be indicated by reference to the fact that in 1942 a considerable quantity
was purchased from one factory, and that source of supply was later condemmed by the Health
Department.  The minimum time required by the Foods and Drugs Act for nilk under the reductase
test is 4 hours, and the maximum for the bacteria plate .count prescribed by the Milk Council for
unpasteurized milk is 100,000. The Milk Council’s Analyst supplied a return of tests made of 54
samples taken from the bupply from one of the outside dairies hetween 18th March, 1943, and 9th
April, 1943, Of the 54 samples, methylene blue discoloured in 15 cases in 15 mmut«-s, 20 in from
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15 to 60 minutes, 12 in from 61 to 120 minutes, 4 in from 121 to 160 minutes, 2 in 175 minutes, and
1 in 190 minutes. The plate count ranged from 110,000 to 1,600,000. One was uncountable. Four
only were below 200,000, The milk supplied by this particular group of supplicrs was probably well
below the standard of that received from suppliers to factories generally, but it serves to show what
may happen when recourse is had to suppliers from outside the ordered and regulated farm dairies
licensed for town supply.  The condition of the milk brought in from daivy-factory supplicrs in the
winter period does not refleet the normal quality of the factorv-supply milk.  Winter milk from such
suppliers is mainly milk from late calvers or aborted cows and strippers, and this accounts for its lowoer
quality.
DisTrInurion

Vendors

The greater part of Auckland’s milk-supply is handled by five large companies. There are some
fifty-one producer-vendors, or dairymen-vendors as they are called in Auckland. These represent a
reduction ol sixty-two in the number engaged in 1937, and the reduction has gone on from year to
year, though the annual rate of deeline is decreasing.  The figures for the years are as follows i

1937. 1938. 1935, 1940. 1941, 1942, 1943.
Producer-vendors .. .. 113 90 79 71 59 52 51
Vendors .. . .. 120 108 95 85 85 88 88

During 1942 producer-vendors sold on an average 3,721 gallons of milk per day. They produced
2,521 gallons and purchased 1,427 gallons on an average per day, leaving a small surplus in the flush
season. The five large companies treated and sold to the public or to other vendors practically all
the milk outside that produced by the producer-vendors. The average daily gallonage sold in the
arca under the jurisdietion of the Council during the twelve months ending 31st March, 1943, exceeded
22,600 gallons. In addition to this supply, 590 gallons are sold daily in the Otahuhu area and
550 in the western suburbs.  In the case of Otahuhu 450 gallons and in the case of western suburhs
135 gallons per day are purchased from one or other of the large companies.

Classification of Quaniities distributed

It is not possible to state accurately the exact amounts sold during any one year to any particular
class, but a return reccived from the Milk Council shows sales by the companies, vendors, and
producers during the year ended 31st March, 1943, in the arca under its control as follows :

Milk (Gallons). Cream (Pints).
To Milk-shops .. . .. .. 782,440 335,042
Restaurants .. .. . .. 1,085,711 251,112
Ice-cream manufacturers .. .. .. 31,065 87,152
Ice-eream mix .. .. .. .. 351,206 ..
Shipping .. o .. . . 32,029 4,969
Hospitals . . .. .. . .. 148,348 13,045
Schools .. .. .. .. .. 310,068
2,740,867 691,620

Translating cream into milk at 10 gallons of milk for every gallon of cream, we have a total of
sales in these forms of 3,605,392.  To reach total distribution, sales to retail customers, to the Armed
Forces, and to outside areas must be added. The distribution of the quantities quoted above was
effected by the companies (3,111,152 gallons), individual vendors (120,499 gallong), and producer-
vendors (373,741 gallons).

Shop Dairies and other Agencies

Reference to the figures quoted above show that milk-shops, milk-bars, and restaurants are the
agencies by which a considerable portion of the milk supplied in the area is distributed to consumer.
Tests are made by the Health Department and the Milk Couneil of samples taken from o number of
the agencies.  An examination of a series of tests made on samples taken during the year ending 31st
December, 1942, by the Health Departnient on the south shore shows the following results —

Percentage not com-

Number of plying with Requirements
Restaurants— Samples. of Food and Drugs Act.
Pasteurized .. .. .. .. .. 36 30-55
Raw .. .. . .. .. o020 25-00
Shops and milk-bars -
Pasteurized . .. .. . .. 463 864
Raw .. . A | 11-25

The results may be compared with the results obtained during the same year by tests on official
samples taken on the rounds from the same area : -

Percentage not com-
Number of  plying with Requirements

Pasteurizing companies— Samples. of Mool and Drugs Act.
Pasteurized .. .. . . o201 0-48
Raw .. .. . .. o .. 15

Vendors supplied by pasteurizing companies
Pasteurized .. .. .. .. .. 161 0-62
Raw .. .. . .. .. .13 2-74

Vendors supplied by dairy-farmers—

Pasteurized . .. . . .. Nil ..
Raw .. .. .. .. .. o124 4-03

Producer-vendors
Pasteurized .. . . . .. Nil ..
Raw .. . .. .. .. .. 403 14-39

1t is obvious that the vesults from restaurants, from farmer-vendors, and from milk-shops and
milk-bars are much below the average in respect of the condition of the milk sampled and that the
conditions under which milk is held and sold in these three classes requires searching examination and
correction.
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Roundsmen

The milk is delivered to the houscholders by vans, some of which are horse-drawn and others are
driven by motor. For the most part the vans are uncovered. Nearly every one of the companies’
roundsmen deliver both loose milk and bottled millk.  The Toose milk is served by the can-and-dipper
method. The other vendors and the producer-vendors sell loose milk, and, except for quantities
purchased from the companies, this is unpasteurized.

The hours for delivery are restricted.  The roundsmen do not start hefore 3 a.m., and delivery
must be completed before 7.30 a.m.  The reason for the early delivery is the humid atmosphere of
Auckland and the necessity of the morning’s milk being available for breakfast.  As the roundsmen
have to deliver both hottled and loose milk, and often have to deliver butter as well and have also to
give receipts for money, the delivery per round compares unfavourably with the delivery in Wellington,
The normal gallonage per round appears to be about 60, though in some cases it is as high as 75. When
the restricted hours and the conditions of delivery are counsidered it is questionable whether there is
much (if any) difference in the work done per hour.

Depots

Distribution of milk is assisted in this area by the establishment of depots conveniently sitnated
in the various suburbs.  Bight such depots in all have been established by three of the treating-houses.
Each depot has a cool room for storing the milk.  The milk is conveyed to the depot by vans and is
distributed by roundsmen whose vehicles are parked at the depot. A foreman roundsman lives on the
premises, Tegulates the work, and acts as a relieving roundsman.  The depot is also used as a milk-shop
from which milk is retailed to the public.  This system expedites delivery and saves man-hours, petrol,
rubber, and maintenance and replacement of carts. 1t is of special value in a widespread distriet
such as Auckland, and could, with advantage, be adopted in other arcas.

Zoniny
In 1936 the Auckland Metropolitan Milk Council introduced a form of regulation aimed at reducing
the wastage of man-power and material involved in overlapping in distribution. In 1940 a thorough
syster of zoning was worked out by the Couneil’s officers and put into operation. 1t is probably the
best and most eomplete in operation in the metropolitan arcas and has effected a very considerable
saving in man-hours, in petrol, and in the consumption of rubber and other materials. Very little, if
any, further economy can he looked for in this connection.

Cost

Cost of distribution in the several areas varies in a remarkable way from 6-43d. per gallon to
10-42d. per gallon. Auckland figures investigated show an average of 9-6d.

Prices

The Tatest prices preseribed by the Milk Council during the several recognized periods are shown
in the Appendix to this report.  Attention is particularly directed to the following facts shown by the
Appendix —

For Milk.—(1) The prices to be charged to milk-shops for the period Lst March to 31st August
is Is. 10d. per gallon and Is. 11d. per gallon, according to whether the quantity is or is not above
10 gallons in any one day, while for the last summer period the corresponding prices were 1s. 6d. and
Is. 7d.

(2) The prices charged to restaurants, tea-rooms, milk-bars, &e., vary according to quantity
bought in any one day, and for the period st March, 1943, to 31st August, 1943, they are 2s. 3d.,
2s. 1d., 2s., 1s. 11d., 1s. 10d., and Is. 9d. per gallon for quantitics ranging from not less than 1 and
under 3 gallons to over 100 gallons, the division being made at 3, 10,40, 75, and 100 gallons respectively.
For the last summer period the corresponding prices were Is. 11d., Is. 9d., 1s. 8d., 1s. 7d., Is. 6d.,
and 1s. 5d. I delivered bottled, all those prices are increased by 2d. per gallon.

(3) The price to be charged for millk supplied to hospitals for the eurrent period is 1s. 73d. per
gallon, while for the last summer period it was 1s. 83d. per gallon.

(4) When quantities of under 1 gallon are supplied, the present winter prices for loose milk are
2d., 53d., and 7d. for } pint, 1} pints, and per quart respectively ; and for bottled milk 2d., 4d., 6d.,
and T4d. for § pint, | pint, 1} pints, and per quart respectively, while the corresponding prices during
the last summer scason were for loose milk 6d. per quart for all quantities under 1 gallon, and for
bottled milk 2d., 3}d., 5d., and 6}d. for § pint, 1 pint, 1} pints, and per quart.

For Cream.—(1) The prices during the current period are—to milk-shops 14s. per gallon; to
fruit-shops 6d. for 4 oz. carton and 11d. for 8 oz. carton ; to persons purchasing other than for resale,
15s. or 14s. per gallon, according to whether the quantity purchased is or is not less than 5 gallons and
more than 1 quart, and 7d., Is., and 2s. for | pint, § pint, and | pint respectively if loose or in sealed
bottles, and the same for 4 0z., 8 oz., and 16 oz. respectively if in cartons or other like containers not
being bottles. During the last summer season the prices were the same in all these cases.

{2) To shipping companies 9s. 3d. is the price chargeable during the current season for cream
containing not more than 30 parts per cent. by weight of milk-fat.

For Marufacture of Ice-cream.—(1) The preseribed prices for milk and cream sold to ice-cream
manufacturers were for the summer period, which in this case includes the month of April, for milk,
114d. per gallon and for cream 10s. 6d. per gallon, while for the period Ist May to 31st August they
are ls. 48d. and 12s. 3d. respectively.

(2) For ice-cream mix containing less than 40 parts per cent. by weight of milk-fat the present
prices are 2s. bd. and 3s. 4d. per pound of butterfat throughout the year.

CHAPTER 3~-PRESENT CIRCUMSTANCES OF THIE SUPPLY OF MILK TQ THE
METROPOLITAN AREA OF WELLINGTON
The Wellington Metropolitan Area comprises Wellington City, Lower Hutt City, Petone Borough,
Fasthourne Borough, Johnsonville Town District, and some adjoining and closely-related areas. The
whole area iy divided imto two sub-arcas, one comprising the City of Wellington and its immediate
environs from Seatoun up to Johnsonville, and the other the flat land and surrounding hills in the Hutt
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Valley and the bays on the eastern shore of the harbour.  Both subarcas ave fairly widely spread.
That comprising Wellington City and it< immediate environs iy for the most part hillv and is not
convenient for the purposes of distribotion.  The Hutt sub-arvea i for the most part sl agpart from
the limited population on the hills fringing the valley and the hays, presents conditions favourable to
expeditious distribution.

Drmann

Population

According to estimates published in the 1942 issue of the Year-Book the total population of the
metropolitan aren on st April, 1941, was 160,500, ol which 36,020 persons were living in the Lower
Hutt City and the Boroughs of Petone snd Iastbourne. In addition to this population the liguid-
milk industry in this centre has to supply the needs of shipping, of men ol the Armed Forces, and of
children in schools outside the area which draw wilk from the area.  The quantities required for shipping
are considerable, but neither these quantities nor those for the Armed Forees ean be exactly computed.
The number of ehildren in outside schools for who provision is expected is 2,907 and halfa pint of milk
is required for cach child on cach school day.

The following figures for the whole metropolitan area taken from the Year-Book indicate the
growth of the population :- -

1911 .. .. .. S 82,800 | 1926 : . 121,02
1916 .. . . S 9n,230 | 1936 .. . oY 382
1921 .. .. . 107,485 | 1041 160, D00

These figures show a fairly uniforn inereas: of approximately 2,500 per annint over the thivhy-
year period.  Some variation may be due to the ivvegular development durving sone periods of distrivs
just outside the urban area and to the inclusion at other times of such distriets in the arvea.  In estimal ing
future requirements the continuance of this crowth, with a corresponding inerease in attendance at
outside schools and an increase in shipping cequirements, must be taken into consideration. The
requirements of the Forces will ultimately drop vapidly, but against this must be set the demand ot
large body of our own Horces returning (5 civilian life.  And, perhaps more important than these
movements, may be the stimlug to inercased consumption per head ol the population imparted by
the teachings ol nutritionists and the appeals of health authorifies.

Present Comsumption

The Milk Department of the Wellington City Counetl has supplicd a return of millk sold by the
Department, year by year durving the five vears ending 31st March, 1943, This returm s as follows

Year ended 31st Mareh, Mills, in Gallons, Crenn, in Pints
1939 .. .. .. .. Lo 2,628,955 ALY, 257
1940 .. .. .. .. 2,917,457 474,664
1941 .. .. .. .. Lo 3,063,021 481,992
1942 .. .. .. .. o 3,107,306 D3O, 872
1943 . .. .. .. Lo3,883, 658 660, 14D

The nearby farmers have not. kept accurate records of their sales, but they supplied an estimate of
the daily gallonage sold during the month of August, 1942, at 2,986) gallons.  This is an estimate
only. Probably a general statement that the sales average between 2,600 and 3,000 gallons per day
or between 900,000 and 1,000,000 gallons per year is the only one that ean be made with any justification.
The Milk Department, however, supplied 74,190 gallons ol milk and 91,981 pints of cream to nearhy
farmers during the twelve months ending Blst Marvel, 1943, and as this i included iw the total sales
of the Department only the Balance of the nearhy farmers” sales s to he added to the Departments’
figures in arriving at the total sales.  Computing the daily sales by the Departinent and adding those
by the nearby farmers we have as the total average daily sales during the twelve months under review
of something over 13,000 gallons of milk and about 2,000 pints of cream.  The Tutt Valley and bayy’
consumption is distributed hy vendors, producer-vendors, and the Wellington Dairy Warmers” Association.
The daily output, in gallons, by members of the Hult Valley and Bays’ Milk Vendars Agsociation has
heen returned to the Commission as 3,3713 gallons, or 1,230,688 gallons per annuin. The greater pavt
of this is supplied by the Wellington Dairy Farmers” Co-operative Association, Litd., who, in addition,
supply 800 gallons per day, or 292,000 gallons per year, to shops for resale and further quantitics to
eamps and shipping. During the year ended 3tst March, 1943, the asseciation supplicd to the lasi-
named two groups a total of 223,173 gallons. — Adding the quantities sold by the association to shops,
shipping, and camps to the quantities sold by the vendor members of the association, we have the
total of the sales during the year ended 31st March 1913 of 1,745,861, or 4,783 gallons per day. The
grand total for the metropolitan arca—that is, of the Wellington and Tlutt Valley sub-areas combined
when cream is computed as gallons of milk works out af over 7,500,000 gallons per annum, or over
20,548 gallons per day.

Prospective Expansion of Demand

Though complete figures showing the expansion of demand during vecent years are not available
the returns from the Milk Department of the Wellington City Council for five years and those from the
Wellington Dairy Farmers” Association for three yoars give an indication of the expansion of cou-
sumption. The Department’s figures are quoted above. The totals from the Wellington Dairy
Tarmers” Association for the three years ending 3lst Maveh, 1943, are as follows :

Year ending 31st March, 1941 .. .. .. .. 073,667
Year ending 31st March, 1942 .. .. .. . o LTT,009
Year ending 31st March, 1945 . .. .. .. Co 1L a6h, 814

As these figures, as well as those of the City Council, include the very irregulu supplies to camyps
the inference to be drawn from the ficures must be guarded.  But, so far as the Daivy Farmers
Association’s figures are concerned, if the supply to shipping and camps were entively climinated, the
increases between 1941 and 1942 would be 48,260 gallons and that between 1942 and 1943 swould be
159,424.  Put even in this respect the special demands of milk-bars and institutions qualifies the rosult,

A better guide is probably to be found in the increage in population, both in towns and in schools,
with its reaction on other matters sueh as shipping and visitors,  In this conneetion three factors have
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to he noted. One i¢ the dispersal of the Armed Forces at the end of the war ; another is the return
to civihian lite of sonething hike 10 per cent. of the population ; while the third is the stimulus to inereased
conswiaption per head of the population. I ali these factors are taken into consideration any long-term
policy must anticipate and provide for a considerable increase in the daily demand disturbed, perhaps
somewhat violently, during the period of repatriaiion.

ORGANIZATION
Features of Prescid Organizolion

The organization of the Millesupply to Wellington is unique in several important. features,

Muenwicopal Ml Departimest and Wellinglon Daiyy Farners’ dssociation. -The lirst feature is the
co existence of and co-operation hebween o Municipal Milk Departinent and a strong organization of
suppliers. Among (reating and vending bouses in New Zealand the Milk Departuent of the Wellington
City Counetl ix conspicnous in respect of volume of business, the standard of production, and
completeness ol organization.  Among organizations of suppliers the Wellington  Dairy Farmers’
Co-operative Association, Lid., is conspicuous in its comprehensiveness of scope, it persistent and
successful endeavour fo maintain a high standard, and its capacity to conduct successfully the affuirs
of o large group of suppliers.  In co-operation the Milk Department and the Farmers’ Association have
controlled the major part of the liquid-millk industry of the metropolitan area of Wellington for nearly
i quarter of a century.  Therr abslity to meet and negotiate has ensured the smooth and efficient
working of the iidustry during that peviod. By processes of negotiation and arbitration a higher price
per gallon has been secured for the producer than has been secured i any other area and a higher-quality
milk has been delivered.  The growth of the population and the increasing pressure on the sources of
supply 1s developing a new sibuation, bub it is reasonable to lope that, with certain necessary
modifications in organization and relationship, the co-operation hitherto displayed will continue to
exereise a guiding and controlling influence over the developing industry to the advantage of all
concerned.

Contracts for the supply of mill have been made from time to time hetween the Wellington City
Council and the Wellington Dairy Farimers’ Association, Litd.  Features of these contracts that have
endured for some time are-

(1) mubject to cerbain qualifications, the association has a vight to supply 50,000 Ih. of milk
per day [rom the 30-mile avea:

(2) 1 during the summer and aubumn periods the association cannob supply the specitied
quantity from the 30-mile area, the Council has the right to obtain the shortage from
its Rahui Factory, but if it cannot do this the association has the right to supply it
from outside the 30-mile area :

(3) LI during the winter period the Council requires more than 50,000 1h. of mulk per day,
it s to give the association the opportunity to supply from the area extending beyond
the 30-mile limit ap to Levin one-half of its requirements up to 1,700 gallons per day,
and two-thirds of its requirement in excess of an additional 3,400 gallons per day.

The specilied 50,000 . of millk per day has been included in suceessive contracts for a number of
years, though it is understood that aninercase to 60,000 1b. in the next contract is contemplated. The
continuance of this fixed amount during a period of continuous growth in the population has rmeant that
the contractual vights of the wssociation has alfected a deoreasing proportion of the city’s total
consuniption. This has not in practice greatly atfected the Dairy Farmers” Association, since the orders
have exceeded the prescribed amount and the inereasing consumption in the Hutt Valley has absorbed
a considerable portion of the production of the members of the association. Disputed matters, such
as price, are settled by arbitration.

Relution of Vendors in Hutt Valley to Wellington Dairy Farimers' Association. —The second feuture
of the orgunization of the supply to the metropolitan avea is the relation of the Dairy Farmers’
Association to the vendors in the TTutt Valley and the cordinl co-operation of these two bodies.  This
has had a double elfect. 1t has given the Hutt Valley Vendors and their consumers a supply assured
by n powerful producers’ association, and it has given to the members of the association an assured
and growing market for which theyv were able to organize their resources.

Linwi of Coitracts. 'T'he policy of the Milk Department of the Wellington City Council appears
to be o contract for quantities considerably less than its anticipated requirements and to arrange for
additional supplies in the period of the year in which they are called for. It is not suggested that it
does not estimate ity requirements or that such estimates have been faulty. Nor is it suggested that
it overlooks the question of the extent of the resources on which it can rely. 'The feature is that
provision by forward contract is made for part only of its needs and that for the remaining purt reliance
is placed on its ability to call upon other resources as the need arises. Complaints were made by
farmers that the Council would not enter into contracts for a term sufficiently long to justify them
in organizing their farm cconomy for the supply of liquid milk to the area. It certainly appears that
many farmers who could undertake city supply have been unwilling to do so because of the uncertainty
attaching to the continuance of the demand. it is understood that the Department on one oceasion
stllered by over-commitment and that it has heen careful to avoid a repetition of that experience. 1t
hass been urged that a body such as a City Council cannot conunit itself with the freedom of a
proprietary coucern. I this means that o municipality cannot fairly estimate its requirements in
respect of so vital a conunodity as liquid milk and make contractual agreements for cnsuring adequate
supplies for the community, then it would be at a serious disadvantage in competition with private
enterprise.  But the Commission is not satisfied that any such limitation necessarily attaches to a
public service of this nature.

When the Milk Department of the City Council commenced its operations in 1919 the liquid-milk
supply to Wellington had sunk to a very low level.  The Department rapidly improved the position
and after taking over retail delivery in 1922 it raised the service to a standard unexcelled in New Zoaland
and that challenges couparison by any other system in any part of the world.  But it is impossible to
contemplate with equaniuiity the introduction of large supplies from outside sources. And it was
profoundly disturbing to hear resort to such supplies approved as o permanent feature of the supply
policy of the Council.  There does not seem to be any valid reason why the Council should not fairly
estimate the whole of its requirements with a reasonable degree of accuracy. The present daily demand
Iy laown to be approximately 12,700 gallons.  Yet the Milk Departuient has made forward contracts
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for next winter’s supply amounting to 9,000 gallons per day only.  To muke contracts that would bind
an organization or organizations of supply (o have the estimated quantitios with a surplus of, sy,
10 per cent., available at all times is surely reasonable.  With such contracts the supply organization
or organizations could organize its ov their resources and make its or their plans in sueh a way as to
protect producer members and give reasonable stability to the industry and assurance o the
consumers. Any treating and vending body that proceeded on these lines would be entitled to protection
in respeet of violent flustuations occasioned by the prosecution of public policy, such as the movement
of Armed Forces, and there seems no reason why that protection should not be alforded.  In Purts 11
and L1 of this report the Commission has made recommendations that it hopes, if adopted, will assist
in overcoming the difficultics and ensuring adequate supplies of milk of high standard at reasonable
prices.  These difficulties must be overcome or the risk of more severe shortage and more extensive
reliance upon unsatisfactory supplics must sooner or later be the outeome.

SurprLy

Natural Conditions

The source of supply for the metropolitan area is unique. 1t is divisible into several supply arcas.
First, there is the area within two miles of the eity’s boundary. This is occupied by the farms of producer-
vendor whose function and right is recognized by the Wellington City Milk Sapply Act, 1919, and its
amendments,  This arca is very broken and the soil is mostly of poor quality. It has the advantage
of immediate proximity to the arca of distribution, and this advantage is of importance to the small
man who both produces and vends his own milk and is able to climinate most of the cost incident to
collection from a distanee.  This area produced something in the vicinity of 900,000 gallons of mill
last: year, or a daily average approaching 2,000 gallons. The next arca is that outside the 2-mile area
but within a radius of 30 miles of the ity and comprises mainly the land in the Hutt Valley and
adjacent valleys, the slopes surrounding these valleys and those adjoining the 2-mile area, and land
extendmg up the west coast as far as Paraparawmu. The milk drawn from this area for the City of
Wellington and its immediate environs is drawn through the Wellington Dairy Farmers” Co-operative
Milk Supply Association, Ltd., while that supplied to the Hutt Valley and associated district is drawn
from the same association and from producer-vendors. Though the Jand in this area cannot be classed
as high-class dairyiug country it includes pockets of good land and produced during the year ending
3lst March, 1943, some 1,851,313 gallons, or an average of 5,072 gallons per duy. The third area
extends up the west coast as far north as Levin, which is 59 miles distant from Wellington, and includes,
i addition to Levin, the districts of Packakariki, Paraparaumu, Waikanae, Te Horo, Manakau, Ohau,
and Otaki. The portion of this arca that lies nearest to Wellington is hilly and generally of poor quality.
As the area extends farther north it includes inereasing quantities of flat land of good quality. Outside
these normal areas of supply are other territories stretching to Bunnythorpe on the one hand and
Palnatua on the other, from which the metropolitan area has drawn cinergencey supplies.

Jows
Within the three arcas described there were, when the 1940-41 statistics were compiled,
47,634 cows. But the number of dairies registered within the territory for town milk-supply in the
five years from 1939 to 1943 inclusive, which includes the farm dairies from which the Hutt Valley
supply is drawn, is given by the Department of Agriculture as follows : -

Year. Registered Dairies.  Number of Cows milked.
1939 .. . .. .. 4hY 16,956
1940 .. . .. Lo 494 17,312
1941 .. .. .. .. Hoo 18,445
1942 .. o .. .. H09 19,504
1943 .. .. .. .. 502 19,086

A comment on the return conveys the information that not all the registered dairies supply milk
to the Wellington City Council, but that fully 75 per cent. of the total are constant suppliers to the city.
During the year ended 31st March, 1943, 13,922 gallons of milk were purchased from Shannon, and
during the present winter season considerable quantities have been drawn from supplicrs holding
temporary licenses only. These licensces were scattered over a wide arca.  There were twenty-six al
Levin, fifteen at Shannon, five at Tokomaru, seven at Linton, forty-cight at Bunnythorpe, and, as
commented in the official return made to the Commission, in addition to these, Glaxo Laboratories have
been receiving for transport to Wellington a considerable quantity of milk from unregistered suppliers.

It is not possible in the case of Wellington to show the monthly variations in the total supplies to
the whole metropolitan urea as, with the assistance of the returns kept by the Metropolitan Milk Council,
it was possible in the case of Auckland. A reliable guide to the position may be obtained from the
fact that in 1942, while in the sumnmer supplics from the 30-mile area were suflicient, in the winter months
of May, June, and July the Milk Department obtained from the 30-mile area a daily average of
3,278 gallons and from outside that arca a daily average of 7,073 gallons per day. A further indication
of the trend may be found in the very large quantities of milk that since 81st March last have been
obtained from factories outside the three areas of supply.

Balancing-station
A third feature of the organization has been the control and operation by the City Council of a
factory at Rahui as a balancing station.  This is owned and operated in accordance with an agreement
made between the City Couneil and the Rahui Suppliers Society, Incorporated.  Agreements pursuant
to this agreement are made with the mdividual suppliers.  Under this agreement the Couneil augments
its supplies and uses any excess for manufacturing purposes.

Seasonal or Level Swpply
It is questionable whether an attempt to maintain an all-the-year-round level supply in any of the
supply areas would at present be successful, or, if successful, would be economical.  As already
indicated, the greater part of the land in the 30-mile arca is not of high fertility and winter feed is
expensive, Much of the land running northward from the 30-mile mit up to Levin and Shannon is of
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greater productive capacity. But Levin is 59 miles from Wellington and it is doubtful whether a well-
adjusted summer price would be an incentive to the farmers to send milk to the city in the sammer-
time rather than deliver it to the factory. The winter price, however, may well prove an incentive to
many farmers in that area to develop winter production and so meet a real need of the city with
appreciable advantage to themselves.  In this way summer production in the 30-mile arca and winter
production farther north by farmers with dairies that qualify them to hold permanent licenses for
town milk-supply would together supply all-the-year-round wholesome milk that could be subject to
the highest recognized degree of control designed to safeguard quality and standard.  But such a supply
requires organization and suitable contracts.

Shortage of Swpply

The supply to schools was suspended for three weeks last winter. This vear the Milk Departnient
mported from factory suppliers outside the normal areas of supply quantitios in excess of 2,700 gallons
a day, and there was still w daily shortage of 2,500 gallons.  As a result of this shortage milk-supplies to
school-children were rationed in February and March and, except for o partial supply to children at
kindergarten, have sinee been entirely cut off. Supplies to the Avmed Forces and to milk-shops and milk-
bars have also been rationed.  The milk from outside suppliers has been brought from factories as far
aficld as Bunnythorpe and Pahiatua.

As o other arcas, so in Wellington war conditions have created special difficultics. 1t has increased
the demand, and the increase has been irregular and has fluctuated severely. 1t has added to the diffi-
culties of production by causing a reduction in the fertilizer available and a scrious shortage of labour.
Wellington has not sulfered as Auckland has suffered froin a prolonged drought.  The difficultics are
real.  But in the opinion of the Commission they are not due solely to war conditions.  The population
has been increasing steadily. A scheme to supply milk for school-children has heen developed and
putinto operation.  The value of milk us an article of diet has been urged and is likely to have appreciable
effect.  Even had there not been an outhreak of war u erisis in the milk industry scems to have been
likely. In any case, these difficulties for the current year ought to have been forescen.  The increased
demand and the greater difficulty in production have been growing for several years and are still present.
Their continuance must be expected and provision made accordingly.  Tn the opinion of the Com-
mission the poliey of the Milk Department of the City Couneil is responsible in no small degree for the
shortage. The cows are in the fields and a source of supply more than sullicient to meet all the needs
of the area is available within reasonable distance of Wellington.  But it cannot be expected that it will
be forthcoming unless the dairy-farmer has the assurance that can come only from confracls covering
appropriste periods.  The regular suppliers at Rahui complain that the City Couneil persists in refusing
to make contracts covering its real requirements.

The worst feature of the situation, in the opinion of the Commission, is not the shortage, though
that is serious enough, but the resort to sources of supply beyond the areas in which standards for city
milk-production have been established.

Methods of Production

In the Wellington supply areas Jersey and Jersey crossbreds predominate.  This is due no doubt
to the faet that milk is purchased on the basis of its butterfat content.

There is no systematic attention to the elimination of I.B. and other bovine diseases. A limited
test was made when it was required that the raw milk supplied in a military camp should be drawn
only from T.B. tested herds, and, as noted later, this showed a percentage of reaction of 54 per cent.

The problem of replacement of stock is as urgent in this as in other areas. As elsewhere, the
mischief consequent upon purchase from saleyards is recognized, but the urge to keep on the farm only
cows that are in or about to come into profit checks the development of breeding one’s own replacements,
or of limiting purchases to those from well-known and high-standard herds.

The problem of winter feeding is more acute in this arca than it is in Auckland and Christchurch,
owing to the low fertility of much of the goil. Winter feed must be purchased at considerable expense,
and this inevitably checks winter milking.

Larm Dairies

The Commission did not obtain adequate first-hand information of the condition of the farm dairies
in the arca. One difficulty mentioned in evidence that has to be faced is that ol providing satisfactory
cooling arrangements.  In the summer period the water available is not of a low-enough temperature,
and the provision of refrigerating-plant and cool storage must ultimately be insisted upon as a necessary
part of the equipment of every dairy used for town milk-supply in this area.

Standard of Supply
In spite of difficulties that have had to be overcome, the milk supplied to the Milk Department
ol the Wellington City Council is of a uniformly high standard. Tests made by the Milk Departient
for the year ending 30th June, 1942, on samples taken day by day on all millt brought in from farm
dairies show the following results -

Percentage of non-compliance —

Reductase test .. .. .. e .. 1-422 per cent,
Sediment .. . .. .. .. .. 0-12 per cent.
Added water .. .. .. .. .. .. 0-002 per cent.
Tests for other abnormal conditions

.. .. 0-011 per cent.

Plate count average .. . .. .. .. 92,000

These results compare favourably with comparable tests made on samples of milk in all the other
areas.  The system of tests and grading and of payment according to standard adopted by the City
Council and the full co-operation of the Wellington Dairy Farmers’ Co-operative Association, Ltd., have
contributed to this result.

The Commission has been informed that the emergency supplies brought from the factory suppliers
in outside districts have proved to he reasonably good. In general this appears to be true ;. but it is
also true that a bulk supply from Bunnythorpe comprising the produce of a considerable number of
dairy-farms was subject to the reductase test and that it stood under the test for five hours only.  'This
must be regarded as very far from satisfuctory for a bulk supply in mid-winter.
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Price to Producers

The price to be paid to the Wellington Dairy Farmers’ Co-operative Association, Ltd., and the price
to be paid to the Rahui suppliers is based mainly on the butterfat content of the milk, and the effect;
of the agreements entered into each case is to adopt an adjusted average lor the guaranteed price for
butter and cheese and to increase that by an amount designated the " added value”  This added
value is obviously intended to compensate the producer for the extra cost incurred by him over that that
he would mcur in ordinary seasonal factory production.  The prices paid to the producer are indicited
in the following tuble supplied by the Milk Department of the Council.  Butterfat rates are caleulated
ab 17-25d. per pound butterfat for the summer and autumm periods, but ad 17-25d. plus 85 per cent. for
the winter period :—-

Average Buticerfat I
Period. Butterfat Value per | Added Value. | Total.

Text, I Gallon, ‘

* | e E o i

‘ i

Per Cent. d. d. i d.

16th August to 31st January .. .. .. 432 767 2871 10D
[st Webruary to 16th April .. . . 474 1 842 450 12-92
166h April to 16th Angust .. .. .. 4-89 ¢ 16-06 320 ‘ 19-3i
Weighted averages .. .- b B9 10453 3033 F 13-86

C'OLLECTION

The milk sold by the nearby Larmers 18 brought into town and vended by the farmers thenselves,
The milk drawn by the Milk Department from the 30-mile area is brought in by the Department, which
lets contracts for the purpose.  The milk is picked up generally at the farm-gate, but in cases in which
the dairy-farm is off the main road the wilk is brought by the farmer to a point of collection. The
milk is placed on stands at the farm-gate or roadside, and these stands are supposed to be covered, hut
this provision appears to be neglected in many, if not in most, cases. The collecting vehicles are
required to have suitable covering from the Ist October to the 30th April in each annual period o
as 1o protect the milk fromy injury by the sun’s rays.  When milk is required from outside the 80-mile
area it is carted to the station by the suppliers and brought into the city by train.  Under their
contract either party—that is, the producer or the Milk Department—may call for double daily delivery
for the period from st November to 80th April, but the producer’s right to call for delivery twice a
day is contingent on evidence being available that the standard of the milk is suffering by the delay.

In the Hutt Valley the producer-vendors convey the milk they vend into the zoned area und the
quantities supplied by the Wellington Dairy Farmers” Co-operative Assoctation, Litd., are collected hy
the association {rom the individual farmers and delivered at the vendor’s premises.  The quantities
supplied to milk-shops and camps is also collected and delivered by the association.  The milk s
collected once daily after the evening’s milking.  This milk is delivered in cans, but the separation
and identity of supplies from different farms is not maintained in all cases, and the Departiment of Health
states that in many instances it is unable to trace the supply back to its source.

The cost of collection by the Municipal Milk Department is 1-46d. per gallon, and the comparable
cost throughout the other arcas varies from 0-75d. to 1-126d.  The cost to vendors of raw milk and
the relevant share of the cost of producer-vendors must vary considerably.

T'reatiment

The most distinctive feature of the supply of milk to the Metropolitan Arvea of Wellington is thut
approximately 80 per cent. of the milk supplied to Wellington—that is, to that portion of the
metropolitan area cxcluding the Hutt—is handled by the Milk Departinent of the City Council.  OfF
this amount, a quantity comprising between 74,000 and 75,000 gallons of milk and hetween 11,000 and
12,000 gallons of eream arce supplied by the Department to forty-eight nearby farmers in the period
of shortage.  Three of these nearby farmers received in the year ending 81st March, 1943, 6,487 gallonix
of raw milk and the other forty-five received 67,703 gallons of pasteurized milk.  As all the milk that
the Department vends is pasteurized, very little short of 80 per cent. of the liquid milk and cream
passing into use in the Wellington City arca is pasteurized.  Allthe milk that is retailed by the Depart-
ment and all that that is supplied to the schools is bottled, while the wholesale supplics and the supplies
to the Armed Forces are delivered loose. The testing, pasteurizing, and bottling at the milk depot
is excellent, and the system adopted has undoubtedly attained the best results in New Zealand.

The Milk Department of the City Council maintains a laboratory that is under the control of an
analyst whose appointment was approved by the lealth Department.  Hach day every supplier’s
milk is weighed on arrival at the depot and a sample is taken for testing. Part ol every sample is
subject to the reductase test, and for the year cuding 30th June, 1942, 27,444 such tests were made and
non-compliance with the statutory standard was established in only 1-422 per cent. of cases.  Altogether,
0,914 tests were made for butterfut content in milk and 1,398 for butterfat content in cream and 97 for
total solids, and cach of these tests was made on a composite sample of separate samples taken each day
for ten days. The average butterfat content for the ycar was 4486 per cont. and of solids not fat
8:84 per cent. In the same period 4,942 tests were made for sediment and 1,716 for added water.
There were 66 micro examinations, 6,038 agar plate counts, and 1,507 for B. Coli, 2,105 for fermentations,
148 for pH. values, and 202 phosphatase tests.  Sediment was found in 0-12 per cent. of the tests and
added water in 0:002 per cent.  Other abnormal conditions were found to exist in 0-011 per cent. An
important feature of the tests applied to the suppliers” milk is that a financial loss s immediately attached
to any milk found to be below standard.  Tf the milk falls below the standard of four hours under the
reductase test it is graded as second class.  Once the milk of a supplier has been graded as second
class succeeding supplies are not again bulked until after the result of the test has been ascertained.
Then if it proves still to be second grade it is separated and the supplier i paid for it at 1d. below the rate
allowed by the Council in respect of butterfat content. If the milk continues second grade until if
has been sepirated on three days in succession, further supplies are condemmned until the trouble is
remedied, and the supplier receives no payment but is charged for cartage from the farm to the depot.
11 a supply does not stand up to the test for more thaw fifty mivutes it is condemned ab once and the
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supplier receives no payment but is charged for cartage until the standard of four hours is restored.
This system ol testing, grading, and payment has an immediate and divect affect on the quality of the
supply.

Both pasteurizing and bottling are carried through under good conditions.  Mfter weighing, the
milk is cooled to 38° K. It then flows into glass-lined msulated storage tanks, 1t 1s then pasteurized,
filtered, and chilled in a unified milk-treatment machine. The bottles are machine cleansed, stevilized,
filled, and capped.  Kvery care is taken to avoid danger ol contamination of the milk after pasteurizing
and the bottles after sterilizing.  There is no exposure to the air after the treatment of the milk or the
sterilizing of the bottles until the point at which the milk enters the bottles ; and filling and capping
are carried out automatically by the same machine and as part of one process.  Alb mitk after
pasteurizing and bottling is held i a refrigerated room until loaded for delivery. It should be slated
that tests taken by the Health Department contirm the results found by the Mille Department and,
further, that of the 2,215 sawples taken in 1942 from all vendors only 75, or 3:5 per cent., failed to
comply with the standards set by the Food and Drugs Act, while none of the samples taken from the
Couneil’s delivery carts were found to be at fault.

Milk distributed in the Hutt Valley is not pasteurized avd none s bottled.  This applies to the
mitk distributed to householders and to that sold i wholesale quantities and also to that supplied to
the Armed Forces and to shipping.  All the milk supplied to the Avmed Forces is drawn {rom cows
in 1.8 tested herds. When the test was carried out 1t showed 5+4 per cent. of reactors. This is very
low compared with overseas experience, but it is still appreciable and gives emphasis fo the reconm-
mendation that milk ought not to be distributed raw unless it is drawn from T.B. tested cows.
Generally, the tests taken by the Health Department show that the butterfat content of the wilk ix
satisfactory, Tests taken by the Wellington Dairy Farmers” Co-operative Association, Ltd., ol their
own milk shows 4:6 per cent. butterfat. 'The standard in other vespects is also high.  The average
tests of samples taken by the Health Department throughout the three central health districts other
than Wellington showed failure to comply with statutory standards in 11-1 per cent. of samples, while
the percentage taken on the rounds in the Hutt Valley was 8:6 per cent. only.  The Wellington Dairy
Warmers” Co-operative Association, Ltd., carry out daily tests on the milk collected by it, and this
gives eflective control over the standard of the milk. A recent communication from the Health Depart-
ment divected attention to unsatisfactory leatures at the Wellington Dairy Farmers’ Co-operative
Association, Ltd.s depot at the Lower Tlutt and recommended that certain Improvenents in respect
of sterilization and other matters be effected.  The Commission was assured that the recommendations
ol the Department in rvespect of sterilization were receiving immediate attention.

1t is necessary to rvefer again to the influence of the purchase of large quantitics of millk [rom
suppliers to butter and cheese factories outside the regular supply arca.  Under the administration
of the Departinent of Agriculture and of the Department of Health control over the conditions under
which town milk is produced has been effectively exercised and progressive improvement in these
couditions bas been sceured.  Use of emergency supplies as a common fleature of town supply tends
to break down that control and to lower the standard attained. 1t appears to be the case that the
supplies purchased from outside sources in the winter of 1943 by the Wellington City Council was of
a fairly good standard for milk so derived, but it was not up to the controlled standards, and the ultimate
offeet of dependence on such supplies must be such as to break down control and generally to lower
the standard. In the opinion of the Commission, such dependence must be regarded as a proof of
failure to organize the city milk-supply effectively and ought not to be tolerated. The cost of the
Municipal Mitlk Departiment for pasteurization is 2-16d. per gallon and for hottling 2-07d. per gallon.
The comparable cost in other areas ranges from 0-99d. to 1-87d. per gallon for treatment and frowm
2:25d. to 3-32d. for bottling.

DisrrisuTioN
Destributors

In Wellington milk and crecam are distributed by the Milk Department of the Wellington City
Uouneil and by the vearby farmers.  There are ninety-one shop dairies in the ¢ity.  In the Hutt Valley
and castern bays it is distributed by vendors and producer-vendors and by shop daivies.  In Wellington
there are fortv-five producer-vendors and in the Huft Valley and bavs district there wre twelve
producer-vendors and twenty vendors. -

The guantities of milk delivered by these distributors is indicated by the following returns for the
year ending 31st Mareh, 1943 :

Milk Department . .. co 3,883,638 gallons milk, 665,140 pints cream.
Nearby farmers .. . .. Total sales approximately 950,000 gallons, in-

cluding 74,190 gallons milk and 91,931 pints
cream purchased from the Wellington City
Couugil.
Hutt Valley vendors and producer-vendors 1,230,688 gullons.
Wellington Dairy Farmers” Co-operative  To milk-shops, shipping, and Armed Forces,
Association, Ltd. DTS wallons.
Classes of Purchusers
As is the case in other arcas, the milk supplied in Wellington is divided up between various classes,
including retail purchasers such as houscholders ; wholesale purchasers, including restaurants, hotels,
milk-bars, milk-shops, &e. 5 purcliasers under special contract, including hospitals and other institutions,
shipping companies, and Armed Forces. Sufficient information is not available to enable us to give
particulars of the amounts distributed to cach of the constituent groups, hut the following returm
from the Milk Department of the City Council indieates the general grouping and the prices eharged so
far ws their supplics are concerned '

1940 L], L9142, 194243,
Bottled milk (retail) . Lo 199111 2,068 1475 2,277,364
Bulk milk .. . .. 308,908 783,025 1,345,783
School milk .. .. .. 259,972 250,806 186,291
Pints of creant .. .. 181,992 530,872 665, 145

H

fee-cream nix (1 gallon milk for 3
gallons mixture) .. .. 90,456 99,969 108,452
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Prices
The prices charged were as follows :
Retail (bottled), average for 1943 .. .. o 277960 per gallon,
Wholesale .. ad. per gallon below retadl,

To regular purchasers of 250 gallons or more per month a rebate of Thd. per gallov
is allowed.

Hospitals
School milk .. . .. .. . . pBpecial contract prices.
Armed Forees . .. .. .. o)

Zoninyg
Owing to the fact that so large a proportion of the milk is distributed by the one large vendor the
Wellington arca was fairly cffectively zoned before the system of zoning was officially adopted.  The
nearby farmers were zoned in 1942 and the Hutt Valley vendors in 1940. A certain amount of duplica-
tion of travel between the Miik Department and individual vendors is allowed so as to ensure to purchasers
an opportunity to purchase cither raw or pasteurized milk. As in other areas, considerable economics
have been effected by the adoption of zoning.

Methods of Delivery

The Wellington City Council employs forty-three horse-drawn and eleven motor-driven vehicles
on retail delivery rounds. It has fowr motor-vans emploved on wholesale delivery and twentv-one
other motor-vehicles used for feeder services, delivery to sehools, and for colleetion from trains, &e.
Of the forty-cight producer-vendors sonme use light vans on delivery. A number of thent use private
cars adapted for the purpose.  In the Hutts Valley delivery moetor-vehicles are used by twenty-two
distributors, horse and cart transport by four, and other methods by six. 16 may be said that generally
the vehicles and method are well up to the standard of delivery established in New Zealand, but no person
watching the delivery in very hot and dusty or in very wet weather and noticing the uncovered condition
of the vehicles would be inclined to approve 1t as 1deal.

The roundsmen employed by the Wellington City Council now work 464 hours per week ; they
start at 3 a.au. In summer and at 6 a.m. in winter ; they travel on their rounds an average of twelve
miles ; they occupy seven hours on a round 5 and they deliver on an average 120 gallons per day per
round. This high gallonage per day may be contrasted with the delivery at Auckland where the rounds-
men deliver milk for 44 hours per day only and where cach roundsman has to handle hoth bottled and
loose milk.  The computed cost of distribution by the Milk Departraent is 6-43d. per gallon, as compared
with from 7:65d. to 10-42d. by companies in other areas.

The forty-eight nearby farmers live close to the city and transport the milk they produce straight
on to the round.  As their average daily delivery is over 60 gallons it is doubttal whether any appreciable
cconomy could be effected by any further rationalization.

1n the Hutt Valley there are twelve producer-vendors.  Some of them travel considerable distances
to and from their rounds. The following examples illustrate the position :—

One producer-vendor travels 40 miles to deliver 62 gallons.
A second producer-vendor travels 30 miles to deliver 694 gullons.
A third producer-vendor travels 20 miles to deliver 54 gallous.

These producer-vendors do not produce all the miik they deliver, but purchase portion of their milk
from the Wellington Dairy Farmers” Co-operative Association, Ltd.

The twenty raw-milk vendors ~that is, vendors other than producer-vendors- - in the Thutt Valley
purchase the milk they distribute from the Wellington Dairy Farmers” Co-operative Association, Litd.,
and as it is delivered to their premises there is no wastage in collection.  Some of the premises, however,
are situated at considerable distances from the rounds. One vendor travels 15 miles to deliver
364 gallons, while another travels 43 miles to deliver 150 gallons.

Two features of the Wellington system of distribution are unique. Consumers are required to
pay for their own bottles and payment for bottled milk is made by tokens. The wastage of bottles
1s still heavy, but the lability on the consumer acts as an incentive to the exercise of care and saves the
vendor considerable expense. 1t has the merit that the carcless bear the whole loss consequent on their
carclessness and the careful consumer is not called upon to share that loss. Payment by tokens saves
the time of the roundsman, both on his rounds and when making bis retwms. 1t also saves a considerable
amount of labour in the office, enabling the staff to be much smaller than 1 customary mn businesses of
a comparable size, and it eliminates bad debts. The tokens are sold by retail agencies, to whom the
gencrous allowance of 2% per cent. on all tokens sold is allowed.

CHAPTER 4—PRESENT CIRCUMSTANCES OF THE SUPPLY OF MILK TO Til
METROPOLITAN AREA OF CHRISTCHURCH

The Metropolitan Arca of Christchurch comprises the City ol Christchurch, the Boroughs of
Ricearton and Sumner, and rural parts of the Countics of Waimairi, Paparua, and Halswell.  Though
the Borough of Lyttelton is named in the Year-Book as part of the wrban arcu of Christchurch, it is
separated from Christchurch by the Port Tlills and does not draw its milk from the same supply arca
as the city. The whole of the metropolitan area is flat, is provided with good und convenient roads,
and is admirably situated for the expeditious and economical delivery of any commodity in universal
and daily use.

DEmaND

Population
The population of the metropolitan arca-—&hat is, of the urban arca with Lyttelton excluded-—
for 1941 was sltated in the 1942 Year-Boolk at 133,300. In addition to the members of the civilian
population within the arca, 9,650 children attending schools outside the area, ships visiting the Port of
Lyttelton, and several bodies of Armed Forees draw supplies from vendors operating within the area.
The movement of the population in the area is shown in the following figures published in the
Year-Book for the period from 1911-1941 :
v N 85,500 1926 .. N 115,300
1916 .. .. .. 90,200 1936 .. .. .o 129,500
1921 .. .. .. 103,000 1941 .. y 133,500
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1t will be seen that the population increased throughout the period, but that the rate of increase
has slowed down in recent years. For the first fifteen years the average annual increase was 1,986, while
for the sccond fifteen years it was 1,200 ; and for the last five years it was 760. 1t is possible that
in the last few years the war has had an adverse ellect. It is perhaps reasonable to anticipate that
by 1960 the popalation will have grown to 150,000 or, even, 160,000.  As in other areas, the number
of school-children living outside the area for whom supplies are drawn from within the area and the
volume of shipping for which liquid milk is purchased from metropolitan vendors may be expected to
develop, in correspondence with the growth of population within the arca. Eventually the members
of the Allied Forces will be repatriated and at the same time the New Zealand men on serviee will return
to their homes. 1t is impossible to state the exact effect of the changes from a state of war to a state
of peace will have upon the population of any particular Iru,mu])olltw area, but in' the Christechurch
area the increase or decrease is not likely to be a substantial one.

Consumption

Particulurs of the consumption of milk in the Christchurch area available to the Comnission were
meagre and unreliable. There were no returns comparable to those that were supplied by the
Metropolitan Milk Council in Auckland or to those that were compiled by the Milk Devartment of the
Wellington City Council. This, perhaps, was to be expected, but even the Hutt Valley pendors and the
ncarby farmers of the Wellington arca readily furnished particulars that afforded a reliable basis for
computation. This criticism does not apply to all vendors, and the assistance afforded in this
connection by the largest vending companies is gratefully acknowledged.

According to the particulars that were available it appeaved ’blmt the average (LLlly conswmption
of liquid milk supplied within or from the area to the ordinary civilian b()puLublon to h(JhO()lb, and to
the Armed Forces during the year 1942 was 11,144 gallons,  Compared with the consumption in other
arcas, this is low and the figures cannot be complete.  To the quantity consumed as liquid milk in
the ways named has to be added the quantity required for cream, for Ls crcam and for manufacturing
purposes, and also the quantity of liquid milk delivered to hhlp[)lll” s Lyttelton. Judging by Iw
quatit ities required for all purposes in other areas the total conswmption i this area of mill in all forms
and for all purposes is probably not less than 13,000 gallons per day or, say, 4,750,000 per year.

Prospective Increase v Consumplion

As the particulars of the change from year to year or from period to period in volume of con-
hump{lon arc not available it is lm[)O‘vblblb {o extimate with a reasonable degree of (Lu,llhmy ihe pro-
spective erease in demand during the coming years. The only gulde ix in the antic ipated growth
in population, taking into u)nslduamon dmnﬂcs in the demand for milk in schools and in the volunw
of shipping, and making allowance for the Lbl)(ttrld,flon of Allied Forces in our camps and the return of
the members of our own forces at home and abroad to civilian life. 14 is clear on the evidence
submitted to the Commission that the people of New Zealand do not drink sufficient milk, and a higher
consumption per head is being urged by the health authorities. The eflect of enlightenment and
authoritative appeal cannot be foreseen, but it is hoped that it will result in an appreciable increase in
the demand in this and in other metropolitan arcas.  As the resources ol an area ought to be organized
in accordance with the prospective development in demand it is & matter of regret that the information
available in the Christchurch arca is so mcomplete. Whatever action is taken, whether by central
or local authority, and whether by public control or private enterprise, reliable information i iss necessary
for mtclhgcnt guidance. It is probably u reflection of the unorganized condition of the industry in
Christchurch that the information is so unsatisfuctory.

ORGANIZATION

The most distinetive feature of the milk industry in Christehurch is its lack of uny comprehensive
or well-ordered co-operation or guidance. L6 is organized in the sense that it does supply the arca with
the milk that it demands, and in recent years has done so with less rationing ov cutting-down of supyplics
than has obtained in other arcas. Tt has its producers who own and control the duiry-furing on
which the milk is produced ; its treatment houses where a certain portion of the milk is pasteurized and
bottled ; its vendors and distributors by whom the milk, raw or pasteurized, loose or bottled, is sold
and delivered to the conswmers 3 and its milk-shops and milk-bars to eater for special needs.  But there
is no one organization in which all producers can unite to improve the service they render and to advance
their common interests ; and there is no one body in which all vendors are united with similar objects.
The producers have never succeeded in combining in one association.  They have attempted to do so,
but they have been divided into two groups according to the affiliation of the individuals with vendor
interests.  Recently an attemipt has been made to induce all producers to unite in one effective
organization. The vendors are drawn into two opposing and even hostile groups.  There are, on the
one hand, the vendors of pasteurized milk and, on the other hand, the vendors of raw milk., 'I'he
first group (apart from the two partnerships referred to presently as constituting one producer-vendor)
congists of three companies who sell pasteurized milk 5 two of these own treating-houses, while the
third bas the milk it vends pasteurized by the Targer treating company. These three companies do
the greater part ol the wholesale trade of the arca and a substantial part of the retail trade.  They
co-operate readily and exercise a considerable influence over the whole of the milk industry in the
arca.  The vendors of raw millk have formed themselves into a fairly compact hody and now have
been joined by the main body of producer-vendors.  Hach of these two 0[0[1])\ has discovered o
dominating interest that is common to all its members, In the one case it s the interest in the sale of
pasteurized milk and in the other case it is the interest i the sale of raw milk.  And the conllict
between these two interests is the basis of the organization, or disorganization, of the vendors in the
arca.  There are two partnerships that together oceupy a unique position.  One partnership produces
the milk ; the other pasteurizes a considerable portion of it and distributes all the milk that the firsg
partnership produces. The two partnerships are clogely related in business, and for the purpose of
our examination of the industry we have found it convenient to regard the two partnerships as one
producer-vendor not identified in interest with any of the other organized groups.

It has already been stated that in all arcas the industry has been and is dominated by commercial
considerations as interpreted by the vendors.  Christchurch affords the most striking example of this
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aspeet of the industry. The vendors who ascertain the requirements of the consumers arrange the
production and fix the principal terms of the contracts. The producer-vendors, many of whowm
augment the milk they produce by purchases from other dairy-farmers, find a community of interest
with other vendors in purchasing for as low a price as is consistent with obtaining the supplies they
need.  The largest treating and vending company has two forms of contract that it zl(lopts m its
purchases from dairy-farmers. The one form adopts the principle of the * winter quota.”  Under
this form of contract the producer receives throughout the year the town-milk-supply price for
guantities equal to those produced during the previous winter months and factory-supply price for the
exeess.  The other form adopts the |)1m(1pl(* of the declared quantity, under which the dairy-farmer
is bound to supply the declared quantity throughout the year and is paid town-milk-supply price for
that quantity and factory-supply price for the balance.  Though this latter form would entitle the
vendor to pay lactory-supply rates for the excess in the winter as well as in the sunmer it is understood
that in practice the full price is paid for all winter supplies whether in excess of the declared quantity
or not.  The latter form has the advantage that it enables the farmer to gain an advantage during
the summer from an anticipated increase in the following winter, The ** winter quota ” contract and
the * declared quantity ” contract hoth tend to stimuate winter production and to induce an all-the-
year-round level supply.

Experience in Chustchurch shows how suspicion, mistrust, and sometimes cven antagonism are
consequent upon control by commercial enterprise.  Instances were brought to the notice of the
Commission of fecling sutliciently acute to have very disturbing effects upon “the relations of producers
and vendors and upon the interests of the industry as a whole.  However the responsibility for the
disputes may be apportioned, hardship has at times resulted and discontent has been engendered.

One respect in which the disorganized condition of the industry is likely to have serious effects is
i the lack of control over the various activities.  In its submissions to the Commission the Christchurch
Uity Counetl made the following observations :—

“ AL the present time control is very much divided.  The Department of Agriculture
is respousible for the production of the milk on the farm.  This Department’s ftimetions cease
at the farm-gate.  From then on the Health Department is responsible under powers conferred
upon it under the Sale ol Food and Drugs Act. and regulations under the Health Act, to
ensure that the milk delivered to the consumer complies with a given standard and in such
a manner as iy laid down by various regulations.

“The Christeburch City Council was responsible merely for the licensing of the actual
vendors who distributed within the city area, including both the itinerant milkmen and the
shop dairy.  Considerable dissatisfaction arose some time ago at the lack of supervision by
the Health Department, and the City Council agreed, at the request of the Medieal Ofticer of
Health, to loan Council officers for the purposes of collecting milk-samples: for the purpose
of analysis.  This arrangement was on account ol shortage of staff at the Health Departent.
When zoning came into foree on the Tst June last year the Health Department withdrew its
supply of transport, and to ensure that an adequate number of samples were heing taken
the City Council bought a motor-car, and detailed an oflicer for the sole purpose of sdmplmﬂ
The Medical Officer of Health has the whole say as to what action should he taken in the
event of o sample not complying. The Couneil feels that it owes this service to ifs citizens
as consumers, despite the facet that it has no legal obligation to operate under the Sale of
Food and Drugs Aet.

“The Council administers the regulations within its area as to the structural conditions
ol dairies, but there is a serious weakness where vendors and producers are living in different
areas outside of the eity and merely distributing milk in the area under the ( founcil control-—
that is to say, a vendor could purchase milk Front a producer in the Paparua Council, store 1t
in the Ricearton Borough area, and distribute it in Christechurch. 1t would be necessary for
him to hold a producer’s license and a distributor’s license.  There ix no license required in
the outside local bodies ax regards storage. It hax heen suggested that all local bodies should
have hy-laws controlling the storage of milk, and this may be desirable, but vendors feel
that there are too many licenses required—for example, a Mr. Wright produces milk in the
Waimairi County ; he holds a Jicense from the Department of Agriculture to produce, Le
would require another one from the Waimairi County Couneil to store.  He distributes his
milk i the Waimairi, Halswell, and Paparua Counties, also in the Ricearton Borough, and
probably some in the city. "The wultiplicity of these licenses, besides being irksome, would
not necessarily teud towards efficiency in inspection.

“To overcome this it has heen suggested that a Metropolitan Milk District be formed,
under the jurisdiction of the hristehurch ¢ ity Connetl, with representation from other local
hodies within the metropolitan arca.  This would have the ¢ flect of standardizing the control

- and any by-laws and fees, and it would ensure regularity of inspection, aimed ab a high
standard of hygiene. 1t is felt that wany nutho([\ appliances, and buildings at the farms
are obsolete, and that the time has now arisen when the milk industry hhould raise the
standard of its product. 1t is considered that persons producing and distributing milk should

he subject to some form of regular medical supervision.”

SUPPLY
Nautural Conditions

The metropolitan district of Christchurch is favourably situated so far as the natural conditions
of milk-production is concerned. It is almost surrounded by a broad belt of land cminently suited
for dairy-farming.  This belt extends approximately 30 miles to the south-west and 35 miles to the
north,  The greatest distance from the area boundary of any dairy-farm from which town milk is
drawn is about. 20 miles.  The present needs of the area could be fully met from farms situated within
a distanee of 12 miles.  As the city grows and land on its margin is required for housing or for industrial
purposes or for growing vegetables, dairying can be extended more deeply into the surrounding belt ;
and milk to satisly all the area’s requirements for many decades should be readily available.

The soil is fertile, umediately accessible, and easily worked. 1t produces good pastures aud
abundant winter feed.  In a normal season the spring flush commences about the middle of September
and there is good growth until the middle of January. A short period ol poor growth follows, but
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during Mareh and part of April there usually is an autunn flush.  From the middle or end of April until
the middle of September there is no growth.  The change then is sudden. By the beginning of October
there may be ample feed for the eattle.  There is a good supply of excellent artesian water.  The
winters are severe.  Frosts ave frequent and there are oc casional falls of snow.  Owing to this severity
it is necessary to cover the cows in winter and to house them during the colder spells.

Cow Population
Tn the supply area there are approximately 23,000 cows. Less than half of these are milked for
town supply.  The latest returns show that there are 9,364 cows on 197 duiry-farms, with peranent
Heenses for town supply and 714 on 27 dairy-farms with temporary licenses only. The following tahle
shows the movement on dairy-farms with permanent licenses -

Year. Farm Dairies. Cows, - Year. Farm Dairies, (fows.
1934 .. .. H9Y0 7,973 1939 .. ..o0lo 9,000
1935 .. .. DheT 8,500 1940 .. R 3 9,000
1936 .. .. H6o 3,241 1 1911 .. .. bl N, 860)
1937 .. RSV bl 8,000 1942 .. .. D08 9,H22
1938 .. .. D37 8,930 1943 .. o 9T 4,364

The number of temporary licenses has remained about the same during the Tast two or three years,
[t docs not follow that all the cows noted in the table are regularly used for town supply.  Some farmers
may hold and renew their licenses and yet cease to supply the town.  In Christehurch, however, probably
there are not many who are in this position.

It will he noted that throughout the period from 1934 to 1943 there has been a steady decrease
in the number of licensed dairy-farms and an irregular increase in the number of cows milked on such
farms.  The latest movement in cows is downward. The decrease in the number of licensed dairy-
farins is significant. 1t means that fewer farmers - the fall is one-sixth in ten years  produce for the town.
And it may at any time prove serious. Under existing conditions farmers are finding it increasingly
diflicult to find the labour for this work. Tvidence was before the Commission of farmers who were
forced to reduce their herds or who were induced by more attractive prices and eonditions to use larger
parts of their land for other forms of production.  Tn an area where Fumers engage in mixed farming
to the extent that is common in Christchurch this movement s a relatively mnplo one,

Methods of Production

In the herds on the dairy-farms close to the city, Jersey, Guernsey, Shorthorn, and Ayrshire cattle
are prominent, with an appreciable number of Friesians. To the north of the eity, in the Rangiora
district, the herds consist almost entirely of Friesians. The average production of milk per cow is high,
approximately 600 gallons per annum.

The methods of replaccment of cows were discussed with dairy-farmers.  The best results so far
as volume of milk and freedom of cattle from discase are concerned are secured by the farmers who
breed their own replacements.  But the majority of the farmers appear to aim at depasturing and
feeding only cows that are in or about to come into milk. They sell off dryv stock and purchase other
cows,  To some extent use appears to be made of the service of stock agents whose business is to
acquaint themselves with the needs of particular farmers and buy from one and sell to another. Buying
replacements at saleyards appears to be condemned by almost all competent dairy-farmers, vef it is
a very general practice. The necessity of approved feeding in winter if milk is to be produced all the
vear round is recognized. Probably Christehureh is better situated in this respeet than any of the other
metropolitan arcas. [t produoox an abundance of winter feed and 1t produces a better winter supply
(quantity) of milk than is produced elsewhere.  But there is room for improvement ;o and there is need
for improvement if threatening dangers are to be avoided and the standard of the milk sapplied s to
he raised and not further lowered.

Farm Dairies

The dairies on the town-supply farms in this arca may be deseribed as of a good general standard.
Taking the supply arvea as a whole, they probably are the hest in New Zealand.  Some fall short of
modern standards, but many are models of construction and equipment.  Before the war cheeked the
development, new standard sheds were being crected at the rate of one per fortnight ; and this had
continued for several years. The vesult is that now in every district one may see sheds that abtain
high standard and provide a stimulating example to other farmers.  This development was acknowledged
on all hands to be due to the activity of the officers of the Department of Agriculture. The advice and
cuidance of these officers was readily given and most warmly welcomed.

These dairies have the advantage of an ample supply of cold, clear artesian water. Advantage is
taken of it to reduce the temperature of the milk immediately after milking down o from 60" F. to 627 17,
The cooler in general use is the washboard type.

Adequacy of Supply v
There is not in this area, any more than there is in any other metropolitan area, any attempt to
estimate the total quantity of liquid milk required month by month by the consuming publie. It is
left to cach of the vendors individually to secure a sufficient, number of suppliers to meet that vendor’s
requirements.  And it is left to the producer to regulate his supply to secure the best reburn obtainable
over the whole year. The * declared quantity ” contract wdopted by one of the vendors does introduce
the element of estimating, and in this respect is an advance on other forms of which evidence was given
throughout the inquiry. But it is only an introduction ; and there was no evidence in the Christchurch
arca, or indeed in any area, of an appreciation of the importance of estimating total requirements and
of ensuring by previous planning a supply adequate to satisfy these requirements, with a margin of
at least 10 per cent. to meet exceptional developments.  To this failure must be attributed in no small
measure the inerensing dangers that threaten the town milk-supply in respeet hoth ol quantity and of
Guality.
The supply has been maintained better in the Christchurch area than elsewhere. But it has not
always been fully maintained. During the period {rom 1938 to 1942 (both years inclusive) it was usual
to ration school milk during the winter months,  In sueh rationing high schools and fechnical schools
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suffered first.  Tn no vear was the sapply rationed for a lengthy period.  Tn 1943 there has heen no
rationing of school mille, and this is the only metropolitan arvea of which this statement can be made.
There is one feature about the supply that is d]sturhmﬂ that 18, the dependence on supplies from
dairy-farms holding temporary licenses only. The area has not (Ir awn supplies from a distance as
has heen done in Auckl and, Wellington, and Dunedin.  But it has depended on temporary licenses,
6 was in Bhis area that the abtention of the Commission was drawn to the fach that until 1939 there was
no authority for the issue of temporary licenses. But the inadequacy of the permanent supply led to
the practice of augmenting supplics from unlicensed dairies and the regulations authovizing the issue
of temporary licenses appear to have been adopted so as to give some measure of control over these
supplementary sources of milk. This development may ]mve been unavoidable at the time, but it ix
highly wnsagisfactory.  The regalations governing the conditions under which milk 15 produced for
town supply need to be tighte wd, not rel ,mcd. If milk of a high standard is to be ensured, then other
methods of meeting requirements must be sought and found. A large proportion of the milk that is
drawn from these sources is what has been termed ““ accidental ” or  fortuitous ”” milk, and, apart
from the conditions under which it is produced, is not the most wholesome.  The significance of the
development, however, lies in the proof it affords of failure to provide an adequate supply of milk from
approved sources and in the evidence of a progressive deterioration of the sibuation in this respect.

Level Supply

Christehurch affords an example of a near approach to an all-the-year-round level supply of liquid
milk. It approaches such a supply more nearly than does any other area.  In some few cases dairy-
farmers have no excess in summer over winter.  This applies particularly to producer-vendors.  Others
who are producers only have a very small summer surplus. The relation hetween the sapply for the
six winter monihs to that of the six summer months of a substantial majority of the datry-farmers who
supply town milk is 45 per cent. to 55 per cent.

This result is due in part to the natural advantages that Christchurch possesses.  The fertility of
the soil and the capacity to produce abundant winter feed are more favourable to the maintenance
of a level supply than are the conditions in Wellington and Dunedin.  But the terms of the contraets
between vendors and producers and the disparity in summer and winter prices ave powerful {actors,
Under these conditions it pays to inerease winter production relatively to summer production in
spite of the higher cost of feeding.  And this identification of finanecial interest with beneficial serviee
has assisted to secure the desired resalt.

Though the supply is so much more nearly level in this area than clsewhere there is o sursmer surplus
and its utilization is of importance. A considerable quantity is used for cream and for ice-cream.  In
the case of both of these commodities the demand is greater in the surmer than in the winter.  Tn the
case of ice-cream thig is particularly the case. Aund this demand affords one means of utilizing the
summer surplus and affording the producers a better return than can be obtained at a cheese-factory.
A feature of the industry in the area, however, is the importation of large quantitics of cream from
the west coast even while part of the summer milk sur plus is being mppllod to factorics.  This is the
subject of a recommendation in Part 11 of this report. 1t i8 noted here as a special and undesirable
present cireumstance in the arca.

Balaneing-station,

There is no one recognized halancing-station in the Christchurch avea.  Some of the surplus i«
supplicd to a factory.  Some ol i is sold to a purchaser who produces cream for the market on a large
seale.  One large vendor has submitted argument in support of an application to be allowed to open and
operate a former cheese-factory as a balancing-station.  There is no one station sach as is operated by
the Milk Department of the Wellington City Council or even one similar to the cheese-factory at Tamaki
that is used by all purchasing vendors in Auckland.

Standard of Supply

One vespeet in which returig from Christchurgh are particularly ansatisfactory when compared
with Wellington and Auckland concerns the standard ol the supply.  We are not able to present a
statement Hm,, sets Torth the position with anything approaching the fullness and elearness that ought
to he regarded as necessary.

Two things that affect the standard are

() The breods of catile predominating i the supply area; and
(2) The use of temporary licenses.

The circumstances (lm*cll\ encourage produetion of quantity rather than quality, and the quality
is not equal to that of Auckland or Wullmglun. In Wellington the hutterfat content determines
the price paid for the milk purchased by the Milk Department of the City Council.  In Auckiand
one of the large companics pays on quaiity.  In Christchurch payment is on a gallonage basis only.

The average value of butterfat and of solids not fat taken over a pertod of seventeen years have
proved to be

d.
Butterfat . .. .. .. .. o420
Solids not fut .. . .. S . 893
For the past five years the values were. -
Butterfat .. .. .. .. .. o421
Solids not fat, .. .. .. .. Lo 8eRT

The monthly variation in the percentage of fat computed from the samples for the seventeen
years shows as

» Per Cent. Per Cent.
January . . o423 July . . o427
February .. . o427 August . . 40
March .. . o443 September . . o401
April . . 440 October .. .. o503
May .. .. oo 442 November . .. RS R )

June .. .. .. 4-3h December .. .. o 4401



31 H.-—29a

As the minimum standard for butterfat content prescribed by the regulations under the sale of
B ol
Food and Drugs Act is 3:25 per cent. and that for solids not fat is 8:-50 per cent., the tests may seem
g ! >
to be satisfactory.  But it must be borne in mind that the prescribed percentages are minimum and
ought to apply to every individual producer’s supply at every season of the vear.  An average of 3-93
per cent. of butterfat in an arca where there are a number of Jersey cattle and some straight Fricsian
herds suggests that there must be times when the supply of individual dairy-farmers falls below the
s - . : " .

legal minimum ; and this proves to be the ease.  Unfortunately, the results of tests that would diselose
the bacterial condition of the milk on a satisfactory scale are not available.

Price to Producer

Milk is paid for in the Christehurch area purely on a gallonage basis.  The vear is divided into
three periods, and there are marked differences between the seasonal prices. T e periods and prices
are as follows 1—

8. d.
May to August 1 2f
September to February 0 9
March and April 011

The average pn(-o all the year round is 11- 17d., and this is now fixed by ﬂw Price Tribunal. Tn
comparing Hlu.su prices with those paid in other areas the difference in quality should be noted.

COLLECTTON
Method of Control

In the Christehurch area the colleetion of milk is controlled entirely by vending interests.  This
statement may need modification in the ease of the producer-vendors, but this is due solely to the fact
that in this case it is not possible to separate completely the interests of the vendor from those of the
producer.  The eontracts made for supply are for supply at the dairy-farm, and the responsibility for
colleeting rests upon the milk-vendors who purchase from the producer.

The clfects of this condition are manifested i a number of ways. Hach of the milk-vendors is
interested only in that portion of the total supply which he handles; and so each makes his own
separate arrangements.  There is striking demounstration of the waste involved in the multiplication of
units of service.  Again, the price paid is paid for milk at the farm, and the interest in avoiding harmful
exposure or avoidable time-lag is neither so direct nor so certain as it would be if' the farmer were
responsible for colleetion and his financial return depended upon the condition of the milk when delivered
at the treating-house or the vendor’s depot.

Time, Place, and Manner of Collection

The largest of the treating and vending companies, which with its associated company handles
almost hall of the total milk-sapply of the metropolitan area, engages cartage contractors to colleet -
its milk, 1t also collects in the same way some of the milk of the smallor treating and vending company.
For the greater part of the year one collection only is made daily--the night’s and the following
morning’s milk being picked up at the one time.  On days when the atmospheric conditions :Lre’
|>‘\r1wul(n1y bad two colleetions are arranged. The time oceupied in collecting is often much longer
than ought to be permitted.  As many as three trips with one truck are made by the contractor in
one day.  As the contractor starts after the morning’s milking, this means that the last lot is brought
i late, sometimes not until after midday. As the milk collected ineludes that of the night hefore,
some of the milk is over cighteen hours old before it is delivered at the treating-house. To make
matters worse, the milk is frequently picked up at the farm-gate instead of at the dairy. 1t is placed
on a stand at the roadside to suit the convenience of the contractor and remains there exposed to the
heat of the sun, sometimes for several hours. Then it is carted into the city in an open truck and,
in the summer-time, continues throughout the journey exposed to the heat of the sun and the dust of
the highway. 1t was nob surprising to learn that there had been complaints of the condition of the
mill even alter j)éLSH’H]‘iZH“(')H The time-lag after milking, the fact that while waiting to be collected
the cans in which it is contained are oxpmml to the heat of iln- sun instead of being retained in a cooler,
and the condition mnder which it is transported are suflicient to cause mueh of the milk to become
stale belore it reaches the pasteurizing-plant.

Some of the raw-milk vendors colleet, their milk twice a day.  Many collect the morning’s and the
evening’s milk in the evening and then store it on their premises overnight for delivery next morning.
The general rule is for each vendor to collect his own milk only, though in some cases two vendors
will combine to make one collection.  The general practice is bad for two reasons.  In the first place,
it delays the delivery of milk too Tong after miltking and exposes it to undesirable conditions.  In the
second place, 1t involves sertous wastage of man-hours, and of petrol, rubber, and other materials.
The practice means that o morning’s milk is held for about twelve hours before being collected ; that
it i then transported with the evening’s milk in an open truack, and in many cases over considerable
distances 5 and that it is then held overnight on the vendor’s premises, where satisfactory cool storage
space may, or may not, be provided. The total distances travelled for relatively small quantities of =
milk are startling. 1t is o common circumstance that 2 vendor travels 10 miles to 15 miles to collect
10 gallons to 80 gallons of milk and brings it to his own premises. He then has to travel the distance
to and from his round as well as the distance on the round.  One vendor gave evidence of travelling
44 miles cach day to collect his own and another vendor’s milk.

The practice of producer-vendors varies.  Generally the producer-vendor delivers in the morning
the milk of that morning and of the night before. e collects it from his own cooling-room. Tn such
cases the milk i fresh when delivered.  In the case of the two closcely assoctated eompanies, which for
the present purpose are treated as though they were one socicty operating as a producer-vendor,
nearly half the milk is pastenrized and the pasteurizing is done immediately after cach milking is
complete.  This elimimates the time-lag that is so noticeable a leature in the case of other treating-
houses.  The wastage due to distances h welled is avoided in some cases, but is serious in others. Some
producer-vendors h.x,\u their dairy-farms close to their zones.  Others 1;mvel long distances to and from
their rounds.  One gave evidence of travelling 20 miles to deliver 30 gallons of milk wholesale and
45 gallons retail.  Of this 20 miles, 5 miles only was travelled on the round itself.
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The signiflicance of the multiplication of vendors and producer-vendors, cach with few exceptions,
acting as a separate collecting agency, may be appreciated on a consideration of the following facts.
There are 153 vendors and producer-vendors in Christchurch. Al were asked for particulars of their
voundg, but only b6 compliecd with the request.  OF the 56, 23 were producer-vendors and 33 are
vendors. Between them they deliver 2,442 gallons of milk per day and travel to and from their rounds
627 wiles.  The average daily delivery per business is less than 44 gallons and the milk delivered per
mile spent on collecting alone less than 4 gallons.  One lorry can carry 900 gallons of milk, so that the

~2,442 gallons quoted represents less than three lorry loads.  Yet fifty-six vehicles were used each with
its separate driver.  That does not mean that the three lorries carrying one load each would eollect
the whole daily sapply of 2,442 gallons.  In any one lorry load many cans would not be full, and the
load that, any one Jorry would carry would largely depend on the distribution of the dairy-farms along
the principal roads. What is illustrated is that no less than fifty-six different vehicles are nsed to coblect.
a quantity that could, so far as quantity is concerned, be carried on three lorries. Only seven of the
returns showed the total distances travelled on colleeting and distribution combined. These seven
men travel 1283 miles and deliver 2535 gallons cach day.  The average daily delivery per business is
thus less than 364 gallons and the average number of gallons deliverad per mile travelled is less than
two.  And each distributor is equipped with vehicle and cans.  In Wellington the roundsmen of the
Municipal Milk Department deliver 120 gallons per man per day and travel from 5 miles to [1 miles
on the round, in addition to the distance to and from the depot to achieve this.

Cost of Collection
It is impossible to compute the costs of collection by vendors and producer-vendors, but they must:
he high. The costs of the Targe companies, however, compare favourably with those in other aveas.
From the retirns available that cost is the same as the lowest cost disclosed in ithe investigations in
Auvckland and in Dunedin. - The average is equal to 0-63d. per gallon,

TreEATMENT

Proportions of Milk : (1) Pastewrized and (2) Bottled

Both raw milk and pasteurized milk is distributed in Christchurch. The proportion that is
pasteurized is much lower than the proportion in Auckland or Wellington. Of the total returned
gallons sold daily, both in wholesale and in retail quantities, 4,728, or 37 per cent. of the total, is
pasteurized. Of the quantity that is delivered retail 1,169 gallong, or 15 per cent., is pasteurized.
Not all the wmilk that is pasteurized and sold in retail quantitics is hottled. Al except one of the
milk-shops sell only bottled milk. A portion of the milk that is sold raw is bottled. The one large
producer-vendor who pasteurizes one-hall of his milk, bottles all that he distributes.  Three other
large vendors and producer-vendors bottle about half their supply and forty-two smaller vendors and
producer-vendors bottle small quantities.  In addition o that distributed to milleshops, a small
quantity of milk sold at wholesale rates is also bottled.

Plants and Methods

There are three pasteurizing-plants in Christchurch. One s of the most modern type and is
thoroughly efficient.  One is old-fashioned, but is kept scrupulously clean and the milk iy always
pasteurized while fresh. The thied plant is out of date and has little to commend it.  The methods
employed leave room for much improvement.  Tn one case an analyst is employed and samples are
taken daily and the results of the tests recorded.  There is no analyst in cither of the other houses.
In no case is there any attempt to grade cach supplier’s milk and to attach to every fall in grade the
penalty of a reduction in the rate of payment. Moreover, in at least one case a faulty system of
collection results in milk sometimes heing stale before being puti into the pasteurizer. Pasteurizing
ought never be used to cover avoidable defects in milk, and thercefore steps should be taken to ensure
that milk is clean and fresh when it is pasteurized. If it be true that a purchaser purchasing pasteurized
milk is entitled to assume that only fresh, clean milk was pasteurized and that the processing was
cfficient, then the rights of the purchaser in Christchurch are often defeated. 1t cannot be said that the
bottling is always, or even generally, satisfactory.  In the first place, the sterilizing is sometimes neglected
and often inefficient.  One large producer-vendor informed the Commission that he wsed his sterilizer
only when there was an epidemic. A few large vendors have bottling-machines, A number of the
sterilizing units are inefficient. They have no recording thermoneters, and in this important respect
sterilizing is a matter of guesswork.,  Some vendors fill the bottles by hand.  The Commission saw
erates of hottles that had been cleaned and sterilized open and exposed to the atmosphere standing on
one side waiting to be filled.  Bottling is, or ought to he, used for the purpose of protecting milk from
contamination.  Unless the bottles are properly cleaned and sterilized and, immediately on sterilization,
(illed and sealed they may themselves hecome effective media of contamination.

Digrrisurion
As already stated, 3 vending companies and 153 vendors and producer-vendors distribute a quantity
of approximately 13,000 gallons of milk daily, of which 37 per cent. is pasteurized and the greater
part of that distributed in retail quantities is hottled.
The scale of prices is as follows 1—

Retail .. .. .. 3doper pint; 6d. per quart.
Wholesale . . .. 14d. to 18d. per gallon.
Special contracts .. .. 94d. to 1T1d. per gallon during summer period ; 13d. to

14d. per gallon during winter period.

To the sales of milk for consumption as whole milk must be added the sales of milk used to
produce eream.  No returng are available that give o reliable guide to the quantities utilized in this
way.  The following show the prices for the milk paid to the producer and the prices for eream charged
to the consumer :(—

Price paid to producer for milk (average) .. .. .. .. 11-17d. per gallon,
Price charged to consumer for cream .. .. .. .. 168, per gallon,

To compare these prices and to compute the margin to the vendor it is necessary to have in mind
that the quantity of milk required to produce 1 gallon of cream will vary with the bulterfat content
of the milk and that with milk testing 4 per cent. butterfat it would require 10 gallons of milk to produce
1 gallon of erean,
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Regard must be further had to the sales of nmilk and cream for the manufacture of ice-cream.  Here
again an exact staiement is not possible, but the following approximate figures may be used as an
indication of the quantities distributed and the prices paid :—

Annual gallonage of milk. . .. .. .. .. 100,000 to 120,000
Annual gallonage of cream .. .. .. .. 40,000 to H0,000
The seasonal distribution ix shown in the following proportions :—
Milk Cream
October to March .. Three-quarters of total. | October to March .. Three-quarters of total.
April to Augusi .. One-sixth of total. April to June .. One-cighth of total.
September L <. One-twelfth of total. July and August, .. One-fortieth of total.
September L. .. One-tenth ol total.
The prices are seagonal and arve approximately as follows @ -
Ml Cream
sl s
October to March .. .. 0 11} October to March 803
April to August . .. 11 | April to June 7T 6
September L . .o 010 | July and August 1o 0
September 706

Two features of this return deserve mention—first, the demand is highest in the summer months
when the producer has the greatest surplus @ secondly, the price is appreciably above the price that
would be obtained at a choeso- [actory 101‘ the surplus.

Agencies of Distribution

The milk is distributed to consumers through various agencies.  The householder and the consumer
in offices are served, i the main, by roundsmen. But a kurge quantity is purchased from shops and
daivies or consumed in milk-bars.  Other quantities are served in hotels, boardinghouses, and
restaurants, while institutions such as hospitals purchase supplies for their patients.  Hach of these
agencies require consideration in regard to the means of ensuring either a high standard or a reasonable
price, or buth.  Reference is made here 1o two only --shop dairies and roundsmen.

Nhop Dairies.~-There arve 307 shop dadries licensed by the Christehnureh City Couneil. This is much
in excess of the number in proportion to population in the other metropolitan areas.  The figures given
for comparison are w-—

Area, Population. Shop Dairies.
Auckland .. .. .. L. 923,700 379
Wellington City (e‘(clu(llng Hutt) .. .. L 124 4807 9]
(Jlmst(‘hmch .. .. .. .. .. Lo 132,240 307
Dunedin .. . . .. .. ..o 82,200 97
The daily gallonage handled hv these 307 shops is indicated in the following particulars :—
82 shops .. .. .. .. .. 2 gallons or less.
159 shops .. . .. .. .. Over 2 gallons and not over 5 gallons.
h3 shops .. . .. .. .. Over 5 gallons and not over 8 gallons.
11 shops .. .. . .. .. Over 8 gallons and not over 14 gallons,
2 shops .. . .. .. .. Over 14 gallons.

Tach of these shops has to l)o served daily, but almost all are supplied by one or other of the large
vending companies and, it is probable, that the cost of distribution is not high. But there are two facts
to be noted, one is that the small qunmlw:\ purchased do not justify a price much below the price
charged to retail purchasers. The other fact, and one of still greater importance, is that the multiplication
of small dairies increases the cost of inspection and prolul)ly under existing cireumstances lessens the
efficiency of control.

Rowndsmen. The roundsmen consist of a large number of men and girls employed by the vending
companies and a smaller number of men and girls employed by raw-mitk vendors and of producer-
vendors who control substantial businesses and a considerable number of vendors and producer-vendors
who distribute small quantities of milk daily.

The roundsmen employed by the vending companies work seven hours per day six days per week
and have an average delivery per man per day of 85 to 90 gallons. From a return I;mvxdvd hy
36 vendors and 26 producer-vendors it was ascertained that the daily average number of gallons
delivered per unit of labour was vendors 38 gallons and producer- vendors 39 gallons per day.

Zonwng

A system of zoning rounds has been adopted in Christehurch, and this has resulted in considerable
cconomies. The saving in petrol alone is estimated at 9,437 gallons per annum.  But, despite zoning,
it is impossible to (LVOId wastage when so many persons and vchxcles with so much equipment is engaged
in the work of distribution. Part, and a considerable part, of the wastage is due to the numbers employed
in collecting the milk and bringing it into the area. That has been discussed under the heading
“ (ollection.”  Another part is due to the division of the actual work of distribution among an
unnecessarily large number of workers. The full benefit of zoning cannot be secured unless the size of
the rounds as well as their location is adjusted to the service required.

Methods of Delivery
As in other areas, so in Christchurch, a variety of vehicles are employed in the work of distribution.
The principal variety is the motor-vehicle. But everything from the pedal bicycle to the large modern
truek is in evidence. A convenient form of truck emploved by some vendors is one with a running-
board on each side extending the full fength of the truck. The crates of bottled milk are so arranged
that a roundsman standing on some part of one of the running-boards can conveniently reach any
of the erates. Some of the vehicles used are covered, but others are not.

—H. 29a
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Inspection

Samples of milk are from time to time taken from vendors, from producer-vendors, and from
roundsmen. They also are taken from the shop dairies. At one time these were taken by an Inspector
under the control of the Health Department.  As the one Inspector was unable to carry out the
necessary amount of work the City Council offered the assistance of an Inspector employed by itself.
This assistance was welcomed, and a car was provided to enable the Inspector to do more effeetive work.
Then the Health Department’s Inspector was withdrawn.  Subsequently the car ceased to be available
for the Council’s Inspector. Now this officer is the-only one employed.  He appears to do all that can
be expected of him, but assistance is necessary if control is to be reasonably elfective.

Between 16th September, 1942, and 22nd April, 1943, the Inspector took 1,480 samples, some
from vendors in the eity and some from milk-shops.  Seventy of these samples, or approximately
5 per cent., failed to comply with the provisions of the Sale of Food and Drugs Act. No returns were
available to us to show how the defective samples were distributed as between milk shops, restaurants,
vendors, roundsmen, &e.

(CHAPTER 5. -PRESENT CTRCUMSTANCES OF THE SUPPLY OF MILK TO THRE
METROPOLITAN AREA OF DUNKDIN

The Metropolitan Area of Dunedin comprises the City of Dunedin, the Boroughs of West Harbour,
St. Kilda, and Green Island, and some adjacent districts forming parts of counties. The Borough
of Port Chalniers is classed as part of the urban area i the Year-Book return but does not form part
of the metropolitun area for the purposes of this inquiry. A considerable portion of the most thickly
populated parts of the arca ix flat and conveniently situated for an efficient milk-supply service, but
there are other portions that are hilly and where the approaches are steep.

DrmanDp
Population
The Year-Book for 1942 estimates the population of the urban area on Ist April, 1941, at
82,200. EKxcluding Port Chalmers, the metropolitan population on that date was 80,180,
The movement of the population in the urban area, including Port Chalmers, is shown in the
following figures, also drawn from the Year-Book :—

1911 .. - .. 67,200 | 1926 .. .. .. 85,095
1916 .. .. .. 68,716 | 1936 .. . .o 81,848
1921 .. .. oo 72,255 | 1941 .. .. .o 82,200

Tt will be seen that the population grew at an increasing rate during the fifteen-year period from
1911 to 1926, that it fell during the ten-year period from 1926-1936, and that there was a small increase
in the five-year period from 1936-1941. The increase during the fifteen-year period was 17,895, the
following ten years there was a decrease of 3,247, and in the last five years there was an increase of 352,
To draw accurate as well as reliable conclusions from those figures it would be necessary to consider
changes in adjoining areas in close proximity to the city. Growth may take place outside an urban
arca. in districts which at « later date are linked to it. The indications are, however, that after a
period of expansion the population has become fairly stable, and a continuance of that condition
appears to be a reasonable anticipation.

Consumption

According to returns farnished to the Commission the total sales of milk and cream by the
vendors of pasteurized milk, the vendors of raw milk, and the producer-vendors for all purposes during
the year ended 3lst March, 1943, amounted to 2,456,738 gallons of milk and 56,977 gallons of cream.
Assuming that 10 gallons of milk is required to produce I gallon of cream, the total gallonage of milk
consumed was 3,026,008, or a daily average of 8,292 gallons.  This amount included both wholesale
and retail quantities and supplies to schools, to the Armed Forces, and to ice-cream manufacturers.
Additional quantities are purchased by a chocolate-manufacturing company. Some 10,800 children
are supplied with half a pint of milk per school day, and of these, 1,390 attend schools outside the
metropolitan arca.  The demand for the Armed Forees is small and probably much smaller than is
the reduction in the civilian demand consequent upon the withdrawal of men from civilian life,

Prospective Consumption.

[n view of the relatively small consumption by the Armed Forces an increase rather than a
reduction in demand is likely when peace is restored.  As the population is stable, the increase for a
time is likely to be limited to that consequent upon repatriation.  But regard must also be had to the
insistence by the health authorities upon the importance of inereasing the per capiia consumption.

ORGANTZATION

As in the other areas, the industry is conducted by three groups-—namely, producers, vendors,
and producer-vendors. The vendors again are divided mto the three companies that process and
distribute pasteurized milk and the vendors that sell raw milk. All the milk sold by the producer-
vendors is raw. Of the annual milk sales quoted above 1,229,061 gallons are sold by the three
companies, 529,980 gallons are sold by twenty-eight raw-milk vendors, and 697,697 gallons are
sold by forty-five producer-vendors. 42,547 gallons of cream are sold by the companies, 7,410 gallons
by raw-milk vendors, and 7,020 gallons by producer-vendors.

Until recently the dairy-farmers were quite unorganized, but in 1942 the Dairy Farmers’
Co-~operative Milk Supply Co., Ltd., was incorporated and it commenced operations in June of that
year. A large proportion of the farmers supplying the companies are now members of the Dairy
Farmers” Co-operative Milk Supply Co., Ltd., but very few of those supplying milk to the raw-milk
vendors had joined when the Commission heard evidence in Dunedin.  Daring the first nine months
of operations the newly incorporated supply company sold 854,602 gallons of milk and became the
chief supplier of milk to two of the companies and also supplied three of the raw-milk vendors.  When
it started operating it sold 46,000 gallons per month, but by May of this year had increased its
sales to 125,000 gallons per month. It is anticipated that in future almost all the milk supplied to
the proprietary companies will be purchased from this organization.
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The vendors and the producer-vendors in Dunedin are united in one body, the Dunedin Milk
Vendors™ Association, Incorporated. There is no such division as exists in Christehurch between the
vendors of raw milk and the vendors of pasteurized milk.  And the producer-vendors have found
theiv commmity of interest with the vendors rather than with the producers. This may be due in part
to the long disorganized condition of the dairy-farmers.  Hodoes not appear (o be due in the case of
the Dunedin producer-vendors to dependence on a proportion of purchased wilk, because they manage
to maintain a level supply and their purchases are neghgible.

Until the incorporation of the Dairy Farmers’ Co-operative Milk Supply Co., Ltd., the effective
control of the industry was in the hands of the vendors.  As elsewhere, they ~*hl<ln=<[ 1]1(' market and
knew its requirements.  They studied also the sources of supply and |)];1(ﬂo<l their orders to the bhest
comnmercial advantage.  Their contracts for supply were made by the Targe companies in personal
negotiation with }v mdividual farmer.  The terms of the contracts were framed in the way best
caleulated to promote the profit of the companies and to avoid loss.  This was understandable and
inevitable.  An essential term of the contract was that payment was regulated on the winter average -
that is to say, on the average supply for June, July, and August. This, of course, was to promote
high production in the wmter period and to guard the vending companies against loss in handling
smp]us milk in the summer. It has not been hwhly successful in promoting a level supply, but it has
given rise to misgiving and complaint that some of the milk that in summer is paid for as surplus —
that is, at factory rates—Is h()]ll for town consumption.

Under control by the Dairy Farmers’ Co-operative Milk Supply Co., Ltd., the contracts are
negotiated between two strong bodies, and special regard is paid to the protection of the interest of
the producers. This is reflected in the terms of the contracts now entered into.  Copies of the standard
forms of contract used are included in the Appendix. 1t is also represented in the control of surplus
that passes to the farmers” own company. A ground for misgiving and suspicion is removed, and the
producer can now manage his own business. He must suffer any loss consequent upon the production
of a large surplus or upon an unprofitable disposal of surplus.  He now has this satisfaction : that the
regulation of percentage of surplus and the utilization of that surplus are matters within his own
control. There can be no denial of the fact that the town-milk-supply industry i Dunedin has fallen
into a lamentable condition and both the dairy-farmer and the consumer have been vietims of the
failure. The Commission is of opinion that the existence in the past of a well-organized farmers’
co-operative supply association would have avoided much of the mischief that has been suflered and
that the maintenance of such a body clothed with adequate powers is a condition essential to recovery
and to progress.

SurrLy
Natural Conditions

The main areas of production for the Dunedin City Milk Supply are the Taieri Plain, the Otago
Peninsula, and the hilly country surrounding the metropolitan area.  The Taieri Plain consists of first-
class land, but many parts of it are heavy, become very wet in the winter, and pug readily.  But it is
extensive and capable of carrying a cow population sufficicnt to meet all the requirements of the
metropolitan area for many decades.  The major portion of the land in the vieinity of the city is hilly
and of poor fertility, and is better suited for grazing than for dairying.

The climate in the area is severe, the winters being cold and wet, and falls of snow being frequent.
As a consequence of this severity the pasture becomes very sparee in the winter, and winter feeding must
be abundant if supplies of fresh milk are to be obtained throughout the ycar In this connection it
may be mentioned that liberal use of hrewers’ grains is made by dairy-farmers, and particularly by
producers and producer-vendors whose farms are close in to the city.  Four thmmx,nd tons of those
grains are available annually.  Covering of cattle is a necessity, and housing is generally adopted.
The conditions make the work of the dau‘v farmer in the winter both arduous and diss agreeable.

r

Cows
Within the potential area of supply there are 14,063 cows.  Of these, only 7,250 are owned by
343 dairy-farmers, who hold permanent licenses to supply town milk.  Not all of these are supplying
the metropolitan arca.  Approximately fifty farmers have heen granted temporary licenses which
entitle them to hll])[)]\ milk in an emergeney only.
The Commission was advised by the Department. of Agriculture that—

“TIn the last five years winter milk-production for town supply on both the Peninsula
and the Taierl has shown a marked tendency to decline.  On the Peninsula, for example, in
this period more than twenty suppliers, on farms ranging from 70 to 200 acres, have gone out of

. . rp . . v . ’ nh e v ’ L]
dairying.  This involves a reduction of between four hundred and five hundred cows.
“ With this deeline in dairying, and its consequent effect on winter milk-production, a
. N . tabd [ K . . N .)
winter shortage of milk from normal sources of supply has been established, which is inercasing
each winter.”
The decline in the number of cows on licensed dairy-farms in the area is shown by the following
i ) Y g
figures :—

Year Number of Cows.
1938-39 .. .. .. .. .. .. 8,945
1939-40 o, .. .. .. .. .o T1,1381
1940-41 .. .. .. .. .. .. 7,214
1941 42 .. . . . .. .. 7,353
1942 43 .. .. .. .. .. .. 1,250

The decrease since 1938 -39 has been heavy. A drop of 1,695 represents a high pereentage of the
total. The returns-as at June, 1943, show only 6,882 cows, indicating that the decline is continuing.
1t must be borne in mind that a number of registered dairies are on farms supplying Port Chaliers
and other places as far north as Secacliff.  Many of the cows are not milked for town supply in the
metropolitan arca, but the metropolitan area has suffered its full share of the reduction.

Methods of Production

The herds are mixed. There is a small pereentage of Jersey cows in the herds and a fuir nomber
of the Shorthorn crossbred cattle, but Friesians are prominent. Tt is difficult to get accurate figures
from which to compute average volume of production. Some dairy-farmers record over 600 gallons
per cow, but a fair estimate of the overall average would probably be 500 gallons.  The condition of
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the herds is affected by the different practices in regard to replacement of stock. A few of the farmers
breed their own replacements, and it is noticeable that in this area, as in all the areas, the farmers who
do breed their own replacements record the highest yield per cow and that in many cases that vield is
substantinlly above the average.  But here, as elsewhere, the majority buy their replacements mainly
from the saleyards.

Shortage of Supply

The decline in the number of cows milked for town supply has resulted in a shortage that threatens
to become more serious.  That shortage has two evil results.  In the first place, it establishes «
dependence on unsatisfactory sources and, in the second place, in spite of drawing milk from a great
distance and from unsatisfactory sources, it resnlts in rationing of supplies to school-children and other
consumers.  Referring again to the report from the Department of Agriculture, we are informed that,
owing to the winter shortage, it is necessary to draw milk from as far afield as Stirling, Goodwood, and
Balelutha.  Some of it is obtained from dairy-farms at Stirling: with unconditional licenses, and some
from pr('misu.s farther afield with temporary licenses.  As is suggestively remarked, ¢ Discretion,
of course, is exercised in the granting of temporary licenses, but the degree of discretion is governed by
the acuteness of the shortage.”  In 1941, in the months of M‘Ly, June, .luly, and August, 21,000 gall(ms
came from Stirling, 60 miles awayv 5 in 1942 about 22,500 gallons eame from the same district ; and
m this year the hll[)]bl\ started in the middle of April with about 200 gallons per day.  In each of the
years 1938, 1939, 1940, and 1941 the supply of milk to schools ceased during the months of June, July,
and August. T 1942 milk wes bronght from Balelutha at the cost of the State, but. even then no
millk was provided for schools in July and August. In 1943 the school supply ceased earlier and there

vas no supply in May.
Level Supply

The dairy-farms of the producer-vendors are mainly on the hilly country around Dunedin. The
land is poor, the climate is rigorous, the conditions are bad.  Yet the producer-vendors in Dunedin
maintain a remarkably level supply. They produce their own needs, and a steady supply comes into the
city all the year round. The producers who sapply the raw-milk vendors are mainly men who produce
theiv milk in the same elass of country. They generally are hound to maintain a speeitied gallonage
all the year round, and il they fail, the vendor is free to purchase the shortage at his supplier’s expense
and at such price as the vendor may find necessary.  These producers, too, maintain a remarkahly
level supply.

On the Taicri the results are not as good so far as the maintenance of a level supply is conecerned.
There, too, conditions are unfavourahle hecause of the heavy nature of the soil.  Many of the farmers,
too, are engaged in mixed farming and find it more atteactive to limit the amount of winter milking.
But there are exceptions, and some of the producers have demonstrated that a level supply is practicable
even under the conditions ohtaining there,

Balawcing-station

The cheese-factory at Momona acls as a balancing-station for the suppliers on the Taieri.  Though
Momona is a considerable distance from Dunedin it is placed fairly conveniently for suppliers whose
farms are spread over the Plain. I in time the \llp])h(l\ from other parts of the area surrounding
Dunedin send their supplies through the Dairy Farmers™ Co- -operative Milk Supply Co., Ltd., it will
no doubt be possible to maintain the bhalancing-station on the Taieri and divert from the Taieri
suppliers the total sunnmer surplus. No difliculty would be experienced in adjusting the returns so that
each supplier bore his due proportion of that total surplus.

Farm Dairies

The condition of the dairies generally may he deseribed as poor. There are some sheds and milk-
houses that must have been of advanced type and equipment when they were constructed, but they
are now old, and when conditions ]wrmil will be replaced.  In some cases where the same buoilding is
used hoth for feeding and milking it is diflicult, if not impossible, to attain the standard of cleanliness
that ought. to be characteristic of every town-milk-supply dairy.  The officers of the Department of
Agriculture maintain constant pressure to raise the standard, but the present shortage of labour and
material retards development.  In the years 1940 and 1911 the following improvements were recorded :

New sheds built .. .. .. .. .. .. L2
New milk-houses built .. .. .. .. .. .. B §
New water-supplies installed . .. .. .. . .13
Sheds wholly or partially reconstructed .. .. .. .. 27
Extensive additions to concrete yards, drains, &e., effected . . .. .. 16

Very fow farm dairies are equipped with refrigerators. The wzwhlnmwl type of cooler is in common
use and the water-supply is reasonably ,sn,l.smctmy The Datry Farmers® Co-operative Milk Supply Co.,
Litd., has refrigerator space [or the storage of milk at its depot in Dunedin,

Quality of Supply
The quality of the milk is affected by the pressure for volume. The Health Department tests
show a low butterfat content of 3-98 per cent., and this is lower than that reported {rom any of the other
arcas. The standard is low in other respeets. A return furnished by Professor Mercus, Dean of the
’V[odl(‘zl lhloulty, of snmplos o[ raw mllk mkon aml thtod dunno 1942 nhows tho iollowmg xesult —

|
. Percentage Percentage
Month. N:;:::ll;ﬁzqof Unsathﬁwtgz)ry, l‘ Unsatisfac t%)rv,
! o Bacillus Coli. Plate Count.
[ N I ! - |
January and February .. . .. 28 71 l 71
March .. - .. .. .. 19 95 j 42-1
April .. .. . .- .. 25 12 ! 32
May . .. . . .. 16 625 ! 37-5
June . . . - L 28 11-8 ! 14-3
July . .. . . .. 30 233 i 36-6
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Price lo Producer
The prices paid to producers in Dunedin for milk are fow. They are as follows

Por Gallon,

d.

June, July, and August .. . . .. . o128
September and May .. . .. .. .. .. o 12
October and April .. . .. .. . . .. 1o

November to March (inclusive) .. .. .. .. .. .. 8%

Average . .. .. .. .. .. o103

Surplus milk ix paid for at factory butterfat vates, and this appears to be the case even it the milk
is used for the production of erean.

In the opinion of the Commission theve is a divect causal connection between these prices and the
decline in milking for town supply.  No doubt the factors of reduction in fertilizer and shortage of labour
contribute to the resalt as they do in other arcas. But the price must be regarded as the principal factor
in making the position in Dunedin ax disastrous as 1t undoubtedly ix. - While these prices prevail an
increase in total annual supply or an improvement in providing an all-the-year-round supply cannot
be expected.  Indeed, in the opinion of the Comumission, unless an inerease iy granted immediately,
a further decline is inevitable, and that would be a calamity.

CoLLEeTIoN

The Dairy Farmers” Co-operative Milk Supply Co., Ltd.. organizes the colleetion of all milkesupplies
on behalf of its menmbers, and the milk ix transported to Dunedin by truck. The work is done by w
contractor. The Dairy Farmers™ Co-operative Milk Supply Co., Lid., and the Transport. Departinent
have collaborated and have zoned the collection on the Taiert Plan.  Considerable saving has heen
effected, though a difference of opinion exists among the parties on the question of whether the milk
should be railed from Mosgiel or taken vight into the city by truck. Further savings cannot he appreciable,
but the Dairy Farmers” Co-operative Milk Supply Co., Ltd., may be expected in the interests of ibs
members to keep the matter under continuous review.  The practice is to colleet the overnight’s mill
and the morning’s mitk in the morning and to deliver it straight to the pastearizing company.  Somse
of this would, therefore, he from fourteen to sixteen howrs old before heing pastewrized. The three
raw-milk vendors draw their supplies from the depot of the Dairy Farmers’ Co-operative Milk Sunply
Co., Litd., in Dunedin.  The milk collected by the Dairy Farmers” Co-operative Milk Supply Co., Lid.,
is picked up at the farm-gate or at the farm dairy, according to individual convenience and arrangement.
it is transported on open trucks.

The collection of milk for the raw-milk vendors is unregulated and should he capable of considerable
improvement and economy. Though much of the milk is collected frowm dairy-farms close in to the
city some is collected by individual vendors from farns seattered along the high Tands of the Peninsula,
The practice is to collect the whole of the day’s milk in the evening and o deliver it the next morning.
This means that the morning’s milking is twenty-four hours and more old before it is distributed.
Probably most of it is collected from the dairy, though there is no evidence of a uniform practice.

The producer-vendors generally have their dairy-farms on the hilly country immediately adjucent
to the arca of delivery.  Whether any considerable economy could be effected by any systen of rationali-
zation s a matter for inquiry and is linked in the case of the producer-vendor with the question of
zoning of delivery. The milk is, of course, picked up from the producer’s own dairy, and the evening’s
and the morning’s milk goes out on delivery in the morving. A portion, therefore, is delivered within
a short time of milking, and the balance is milk that has been kept overnight only.

It is not possible to arrive at an average cost of the collection of all this milk brought into Dunedin.
An inwards cartage cost of 1d. per gallon is shown, and this is in excess of similar reburns from Auckland
and Christchurch, where the comparable cost ranges from 0-63d. to 0-85d.

TREATMENT
As in the other areas, so in Dunedin, both raw and pasteurized mitk are supplied to the consumer.
Of the total milk delivered apparently about 50 per cent. is pasteurized.  But of the milk that is retailed
the percentage pasteurized is only 31, Of the pasteurized milk 35 per cent. only is bottled 5 but of the
pasteurized mitk retailed 69 per cent. 1s bottied ; and of all milk sold, both raw and pasteurized, slightly
over 17 per cent. is bottled.  Those percentages are set out in the following table : —

Percentage  Percentage

Total. Retail.
Total pasteurized . .. .. . .. 50 31
Pasteurized, bottled .. .. . .. .. 3b 69
Pasteurized, loose .. .. .. .. .. 6D 31
Total raw .. .. .. .. .. .. B0 64
Raw loose .. .. .. .. .. .. 100 100

It will be scen that, compared with the position in all other areas, a low percentage of the milk is
pasteurized in Dunedin and that the bottling of milk is relatively still lower.

The standard of treatment is low. There is no regular sampling and testing of milk as practised
by the Health Department in Wellington and Auckland or even that practised in Christchurch.  The
buildings are unsuitable, the pasteurizing-plants are old wnd defective in important respects, the bottle
washing and filling facilities and the gencral standard and method of handling and treatment are not
conducive to the production of a quality milk. In each of the three plants the milk is preheated, and
in two plants there are no recording thermometers operating, and the unaided judgment of the operator
is the sole ineans of determining whether the milk is kept at a temperature of 145° F. and retained thereat
for thirty minutes. At two of the plants after the milk leaves the holder it is pumped over a cooler,
and in the third plant the milk is veticulated.  One of these coolers is covered by tin metal sheets that
are opened at the sides, the other coolers are completely uncovered.  From the cooler the milk is, in
two instances, run into a can-filler or bottle-filler.  Tn the third instance no bottling is done and all the
milk runs into cans. There is a much overworked bottle-washing and bottle-sterihzing plant in one
factory ; in the one other factory where bottling is done the bottles are washed by hand. In no instance
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is there adequate can-washing facilitics. The weak point in all these plants is the fact that contamination
of the milk is possible at every stage from the time that it leaves the pasteurizer until it enters the
container.

A report furnished by Professor Hereus of the tests made in 1941 42 of samples of pasteurized milk
supplied to him confirm the opinion that effective |ms't<'uri7xlt'inn under such conditions cannot be
expected.  Tests were made of L-pint samples and $-pint samples. The results arve set forth in the
following table :—

Pasteuriz

d Mellk, 1941 and 1942

Pereentage i Percentage
Month, Number tested. Unsatistactory Unsatisfactory,
Coli. Plate Count.
1-pint Samples-—
Aungust to December . .. .. 60 60 13
January-February . . . 23 9h-h 60-8
March .. .. .. . .. 13 100-0 : 500
Apnl .. .. .. .. .. 12 50-0 33-0
May .. . .. .. .. 15 40-0) 20-0
June .. . . .. .. 21 14-3 14-3
July .. . . . . 22 180 9-0
3-pint Samples
January -February . . .. 13 100-0 ¥2-3
March .. .. .. . .. 22 955 685
April .. .. .. . .. 24 hR-3 54-2
May .. . . .. .. 8 870 100-0

Thl% 1,.1 ble was preceded by the table of rosults of tests on raw ]IH”\ that is quoted under thc hmdmlr
I
“Quality of Sapply.”  The reburn contains the following comment @ -

“The tests in May were done at the beginning of the month, a period of four warm days
(two samples done daily).  From Table IV it can be seen that there is a seasonal variation in
the number of samples unsatisfactory, due to the presence of bacillus coli, the number markedly
increases in the warm summer months.

“ Tt will be evident from these results that the standard of the raw milks supplied to the
firm was gencrally of a poor hygienie quality, and that after pasteurization the milk was
frequently recontaminated before it was received by the consumer. It is observed, from tests
done in 1942, that on several occasions samples of pasteurized milk contained more bacillus
cold per cubie content than the samples taken from the vat before pasteurization.

“ This occurs mainly during the summer months, but has been recorded even as late us
218t April.”

Tixtensive alterations to buildings and costly re-equipment is essential if the pasteurizing and
bottling of milk is to reach a re asonable standard and become cffective for its purpose.  HKven more
important is the establishment of control of the plants and their operation by men and women imbued
with a sense of the importance ol cleanliness at every stage and in every detail, and qualified by
training for the task of ensuring efficiency and effectiveness “of the processes carried through. Under
existing cireumstances the programme of rebuilding avd re-cquipment may prove expensive. The
engagement of trained personnel may also be difficult.  But the condition of the milk sold for human
consumption is a matter of vital importance. And this also ought to be said, that persons who
purchase pasteurized milk are entitled to believe that the pasteurization has been effective, and that
people who buy hottled milk are entitled to rely upon the hottling being un effective means of protection
agalnst contamination and never in themselves a possible additional source of contamination. If the
need of strict regulation of the processes of the treatment of milk ever required emphasis, thut
emphasis is given by the situation in Dunedin.

According to the report supplied by the Investigating Accountant attached to the Commission,
so far as could be ascertained the cost of treatment of milk per gallon in Dunedin is higher than in
most of the other arcas. The cost of bottling appears to exeeed the cost in the other three areas.
Apparently high cost of operation does not necessarily reflect the price of efficiency.

DistrisuTioN

As already stated, the 2,456,738 gallong of milk and 56,977 gallons of cream consumed in the last
twelve months’ pelm(i in l)unedm were sold by three treating and vending companies, twenty-cight
raw-milk vendors and forty-five producer-vendors. The sales were distributed between them in the

following manner :- - Milk (Gallons).  Cream (Gallons).
Three treating and vending companies .. Lo 1,229,061 42,547
Twenty-eight raw-milk vendors .. .. . 529,980 7,410
Forty-five producer-vendors .. .. .. 697,697 7,020

Considering the work of the raw-milk vendors and producer-vendors and reducing the annual
to an average daily delivery, we have the following particulars :—

Twenty-eight raw-milk vendors— Milk (Gallons). Cream (Gallons).
Total average daily delivery .. .. .. 1,452 20%
Average d(nly delivery per vendor ((Lpproxmmte) . H2 6 pints.

Forty-five [)1'0(111(,(‘1 -vendors —

Average daily delivery .. 1,931 43
Average daily delivery per producel _vendor (approxunate) 42 3% pints.

These figures reveal the fact that twenty-eight different businesses with their equipment are
engaged in o veunding business that enables them to handle on an average 52 gallons of milk and 6 pints
of crean i cach (I(l\/ and that forty-five other businesses with their equipment are engaged in producing
and vending on an average 42 gallons of milk and 3% pints of cream cach day. Hut, among tho whose
are so engaged some handle larger quantities than others, and a proportion of the total mast be engaged
in stiall and uveconomic activity.
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Classes of Sales

The total sales for the twelve months are divided up between retail, wholesale, and special contract

services as follows 1 —
Milk (Gallons). Cream (Gallons).

Retall .. .. .. .. .. .. 1,599,440 19,604
Wholesale .. .. .. .. .. 651,645 28,704
Schools .. .. .. .. .. .. 78,196 ..
Special contracts .. .. .. .. .. 98,687 552
Ice-cream .. .. .. .. .. 28,770 8,117
2,456,738 D6,977

These different classes are supplied at different rates. The retail rates are somewhat claborately
divided according to quantity purchased. They are as follows -

Quantity. Suminer (September ’(010 May). Winter (June (Eo August).
4 pint . .. .. .. o2 2
1 plnt o . .. . . 3 3:_‘
2 pints . .. .. . .. 6 7
3 pints .. . .. .. o9 104
4 pints .. .. .. .. ..o 11 13
b pints .. .. .. .. o 14 .
6 pints .. .. .. .. .. 16 13
7 pints . . .. .. .. 18 .
8 pints .. .. .. .. .. 20 23

The rates charged per gallon for wholesale quantities are as follows :—
Quantity. Summer (September to May). Winter (June to August).

2-5 gallons .. .. . 19d. 21d.
H-10 gallons . .. .. 18d. 20d.
Over 10 gallons .. .. .. 17d. 194
Special contracts .. .. .. 13d.to 16d. 14d. to 19d.

It is to be noted that the difference hetween the producer price and the average price charged to
consumers who purchase from 1 to 2 pints is 14-7d. per gallon (including cost of collection).

In addition to the quantities mentioned above, considerable quantities of milk are purchased
direct from the producers by a chocolate-manufacturing company. The purchases by this company
and by the ice-cream manufacturers should be of special value to the dairy-farmers in the metropolitan
area as the greater part of the purchases could be concentrated in the period of greatest production
and so could absorh a counsiderable portion of the surplus.

Shop Dairies

There are 123 shop dairies within the Dunedin City arca. The majority of these shops purchase
small quantities of milk cach day. The question arises whether this is not an excessive number,
That is a question which the local authority granting licenses ought to have power to determine. But
there are two questions other than that of mere numbers that are of importance. The first question
is that of price. The wholesale quantities quoted above are more than two-fifths of the retail
quantities. Where sales are made mn the two classes the rates should be adjusted according to the
services rendered.  The second question concerns the conditions under which milk is stored in the
shops. The following particulars, taken from Professor Hercus’s report, are significant and show a
remarkable variation :—

Percentage Unsatisfactory, Bacillus

Milk taken from Shops. Numbert of Samples tested. Coli or Plate Count.
1934-35 .. .. .. .. 48 542
1935-36 .. . .. .. 101 9-9

The sccond lot of tests shows an altogether remarkable improvement, but even they show a
sufliciently unsatisfactory result to justify extreme care in regard to the conditions under which milk
is stored wnd handled in milk-shops, milk-bars, restaurants, &c. The Commission has formed the
opinion on the incomplete evidence obtained that in Dunedin, as elsewhere, there is urgent need for
improvement,

Rounds

A form of zoning is in operation in Dunedin. Towards the end of 1942 the vendors arranged the
zoning, and in doing so provision was made for one vendor of raw-milk and one vendor of pasteurized
milk to serve in each zone. Tt is estimated that the saving in petrol alone resulting from this zoning
is 746 vallons. In addition to the rounds operated by the twenty-cight raw-milk vendors and the
forty-five producer-vendors, twenty-six rounds arc operated by the three treating and vending
companies.

Both horse-drawn and motor vehicles are used in delivery, while cycles and side-cars are also on
the road.  Boy labour is extensively employed to assist roundsmen. Some roundsmen are assisted
by one boy, some by two boys, and some by three.  Wages paid to boys appear to range from 10s.
to 30s. per week.  The daily delivery per round varies from 50 to 90 gallons.  The appearance of many
of the vehicles makes it apparent that some form of regulation is required to ensure the utmost
cleanliness.

Costs of Distribution
So far as is disclosed by the examination of the books of a limited number of companies the costs

of distribution in Dunedin are higher than they are in Wellington or Christchurch, but lower than
they are in Auckland.
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PART II.—ALTERATION AND REORGANIZATION IN METHODS OF SUPPLY, COLLECTION,
TREATMENT, AND DISTRIBUTION

CHAPTER 6. INTRODUCTION

In the second term of reference the Commission is directed to report on ** alteration and reorganizi-
tion in methods of supply, collection, treatment, and distribution that may he necessary in such arcas
to ensure at reasonable prices adequate supplies of milk of high standard.”

The obligation is thus placed upon the Commission, after examining the existing conditions in cach
nietropolitan area, to determine whether these are entirely satisfactory for the purpose of—

(1) Providing adequate supplies of milk ;

(2) Ensuring that the milk is of high standard ;

(3) Maintaining prices at a reasonable level to the consumer ;
and if unsatisfactory to report on the alterations and reorganization necessary. Part 1 has stated
the Commission’s views on the adequacy of existing services, and it remains for Part 11 to deal with the
steps necessary to ensure that all three objectives are achieved.

The problems involved are mainly problems of organization and priee.  In this country for the most
part completely adequate supplies of milk are within casy reach of all populated centres. 1t ix
remarkable, therefore, that, considering the outstanding success of co-operative organization in the
dairy industry, there should exist such a lack of directive organization in so important @ national
industry as the liquid-milk trade.

New Zealand’s dairy industry is organized on a practically 100 per cent. co-operative basis, with
the producers controlling the production, supply, and, through their co-operative [uctories, the
processing of practically all butter and cheese produced in the Dominion.  The dairy industry can justly
claim a leading position for cfliciency of production and manufacture, and has achieved this by
co-operative organization.

The liquid-mitk industry whilst only a small part of the dairy industry—a total of approximately
120,000 to 150,000 of the Dominion’s 1,750,000 cows would probably supply the needs of the liquid-milk
trade - is nevertheless the most important section from a national health point of view, and for that
reason should oceupy pride of place in the control, quality, and safety of its product.  Unlortunately,
it does not occupy that place, and the reason may lie partly in the fact that the influence of the co-
operative movement has not extended, cither in its type of organization or in the control of processing,
to the liquid-milk industry as a whole. In Wellington the existence of a powerful and well-organized
co-operative association of city-milk suppliers is an exception which goes far to prove the rule. In
neither Christchurch nor Auckland is there a similar co-operative group of suppliers. The association
started in Dunedin in 1942 has not been in operation sufficiently long to illustrate likely advantages of
co-operative organization.

Nevertheless, despite this lack of unity among city-milk producers and their tardiness in adopting
co-operative principles of organization, the firmly-established co-operative movement in the dairy
industry as o whole would justifiably resist any attempt to introduce proprietary interests into the
industry or other than co-operative control over producers. It is for this reason that the Commission’s
considerations (as they affect the producers’ responsibility) must of necessity take into full consideration
the type of organization in the dairy industry generally. Whilst being informed and instructed by the
experience of milk schemes in other countries, the Commission must be prepared to adapt any lessons
to be learnt from such schemes to the success of typical systems prevailing in New Zealand.

The first part of the Commission’s work under this second term of reference falls therefore under
three main headings :—

(1) Methods of organization :
(2) Prices to producers, margins to vendors, and prices to consumers :
(3) Problems of supply.

ORGANIZATION

Central Authority

The outstanding fact which has been forced upon the attention of the Commission is the absence
of any national planning in the liquid-milk industry, and the Connnission in Chapter 7 outlines its
reasons for recommending that a Central or National Authority be set up.  Such a Central Authority
would act on behalf of the industry in advising the Government on industry problems and would in
turn interpret Government policy towards the liquid-milk industry as a whole. 1t would exercise a
controlling and guiding influence over the welfare and future organization of the industry.

There are important reasons why the Central Authority should be an independent and impartial
body, and this aspect must be given full weight in its appointment. 1f the recommendations of the
Commission are adopted, price-fixing would he the responsibility of the Central Authority, and it is
essential to remove price-bargaining influcnces from the industry as rapidly as possible. It may he
necessary under certain circumstances to allocate funds by way of grants in one form or another, and
it should be the function of the Central Authority to sec that these are properly used.

The Central Authority should exercise a guiding control over the industry through Dairy
Farmers” Co-operative Milk Supply Associations and through Milk Councils (or, as in the case of
Wellington, through the City Council).

Milke Councils

The importance of ensuring proper control over the treatment and distribution of milk is « public
responsibility, and the Commission cannot ignore the present urgent necessity for recommending some
form of local-authority control in each metropolitan area. In the case of Wellington City, where a
municipal milk authority operates, adequate provision for control already exists over the treatment
and distribution of all milk. But consideration should be given to the setting-up of similar control
over milk treatment and distribution in the neighbouring City of Hutt and its adjacent areas.

Auckland is already well served by the Metropolitan Milk Council, hut consideration should also
be given in this area to the question of control over the adjacent horoughs and arveas not at present
meluded within the Metropolitan Milk Council’s area.

In Christchurch and Dunedin the setting-up of a Metropolitan Milk Council is an urgent necessity,
and the treatment of milk in Dunedin is a matter for urgent reorganization.
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Organization of existing treating and distributing faecilities is discussed from the viewpoint of
gradual change rather than sudden dislocation of existing services in order fo impose completely new
types of organization.  Dunedin, however, is one area in which radieal changes must oceur in methods
ol treatment.

Problems of distribution are inainly problems of standard of service and economy of cost.
Milk-distribution costs are too high and the standard of service too low in other centres as compared
with Wellington. 1t may be that proper organization, cither by better central planning or by the use of
depots in outlymg arcas or l:y co-operative grouping by the various vending UT“<L111/<ltIOHb 80 a5 to give
maximunt facilities for case of distribution, will go & long way towards giving the desired control over
both standard of service and economy of cost.  The Commission recommends that the organization
achicved by the Wellington City Council Milk Department be studicd with o view to making its
advantages available in other arcas.

Datry Farmers’ Supply Assoctalions

The reasons are stated i the appropriate seetion for the necessity of setting up Dairy Farmers’
Co-operative Milk Supply Associations in order that the producers are given the colleetive vesponsibility
of organizing production and collection and for the purpose of strengthening the position ol producers
generally so that complete stability and long-term planning will be possible. They should have the
power to negotiate contracts with vendors and control their own affairs, with a full responsibility for
the supply of adequate quantitios of milk of high standard. They should at the same tune—and this is
part of the Commission’s policy - accept full r(,spolmblllty for quality standavds of the millk until it
reaches the vendors’ premises.

In recommending the setting-up ol these Dairy Farmers” Co-operative Milk Supply Associations,
the Commission 1s koon]y aware of the fact that the position of producers who regularly cater for the
liquid-milk trade must be recognized and safeguarded.  Such producers have organized their farming
ccomomy on a basis entirely different from that on which the factory-supply herd is organized. Cows
are calved at such times as will ensure a full supply of milk throughout the year, thus making the
production of city milk one for carcful and long-term planning, with the ¢ unr.e'qm,nt puhbll)lhlry of severe
Joss to the producer whose supply position for any reason hecomes i imperilled.  The velationship between
producer and vendor should be adequately protected, and there must be sceurity ol contract and
assurance ol contimuity ol supply if the industry is to succeed in its objective of ensuring adequate
supplies of milk of bigh standard.

A Dairy Farmers' Co- operative Milk Supply Association responsible for part of the supply to the
metropolitan area already exists in Wellington, and the question arises as to whether its responsibility
should rightly extend to the whole of the supply arca.

A Dairy Farmers” Milk Supply Association has recently been created m the Dunedin arca, and
its full development should be a matter for the careful gaidance of the Central Authority.

Dairy Farmers” Co-operative Milk Supply Associations remain to be ereated in both the Auckland
and Christchurch arcas.

Prices AND MARGINS

The Commission is not directed to fix prices to producers, margins to vendors or treating-houses,
or consumer prices, but is directed to ensure adequate supplies of milk of high standard wt reasonable
prices. This direetion requires the Commission to examine adequately and in detail methods of assessing
reasonable rewards to all interests concerned in the industry, and to recommend how these rewards
may best be distributed so as to achicve the final result of a reasonable price to the consumer.

Producer Prices

The Commission’s recommendations on producer prices deal chiefly with the method of assessing
a reasonable price, and ensuring that the basis for calculation ol such prices will be such as to sccure
adequate supplies of milk of high standard. The Commission has made full use of the costs of production
surveys carried out by the Department of Agriculture and of the evidence put forward by producers
and other representatives in all metropolitan areas.

It s impossible to avoid the conclusion that costs of production are almost impossible to assess
as o strict accountancy cost, and in this connection the Commission finds itsclf in full agreement with
the statement of  The Reorganization Commission for Great Britain, 19367 (Cutforth Report),
page 196 :—

“ As a matter of long-term policy it is, in our view, impossible satisfactorily to build up
a producer’s price from average or model production costs and estimates of reasonable profits.
The ultimate test must be whether or not, over the long period, the price offers sufficient
inducement to producers ax a whole to produce the quantity of milk required.”

In the chapter © Prices and Marging ™ the Commission has outlined reasons why the price for
liquid milk must be closely associated in general structure with the guaranteed price for butter and
cheese.  Although a final price of (l,ppmxmmioly 13d. per gallon to t,ho producer is recommended, the
Central Authority is directed to introduce increases in price in such a manner as to ensure, first, that there
will be a provision of adequate supplies, and then, when that 1s assured, to adjust all further increases in
price to the producer in strict conformity with improvement in the quality of the product he supplics.
The price to the producer must provide him with a fair return for the services required of him, but
must not result in a price 5o excessive as to attract large numbers of suppliers {from dairy-factory supply
and so flood the liquid-mitk market with large quantities of surplus milk. There must, however, be
stability in price, and there must he a continuous emphasis on the encouragement of better-quality
milk and due regard to the cconomy of production.  While safeguarding the proper economic interests
of the |)1<)<1u<(\1.x the Central Authority should take care to sce that costs of production, due to
coneentration on arcas where milk-production costs are unduly high, do not lorce up producer prices
generally. o this end the planning of new supply areas where mill-production costs are reasonable,
particularly from a winter supply point ol view, should be the function of the Central Authority
whenever the liquid-milk market (through the Dairy Farmers” Supply Association) is secking an
expansion of supply.
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Vendor Margins

Kxamination has been made of the coxt of treatment and distribution in all four centres. The
Commission regards it as important that fair and adequate marging should be allowed to the various
interests, but that control of the trade should be so organized as to prevent the pursuance of a profit
motive without adequate consideration of matters of public health. The marging set must be such as
to encourage the utmost efficiency compatible with service, and at the same time must not be set at
such a level as to penalize the efficiency of existing institutions.  There must, furthermore, be an
assurance of stability within the treating and vending interests so as to encourage efficient existing
institutions to provide further modern equipment and plant.  The Commission finds that margins to
the vendors of bottled pasteurized milk are not unduly high, but that the consumer price fixed by the
cost of producing, treating, and distributing bottled pastenrized mill has been adopted (except in
Auckland, where the Metropolitan Milk Council has fixed the respective margins) by the vendors of other
classes of milk- viz., raw loose milk. The Commission is of opinion that in order to avoid undesivable
competition based on inferior-quality mitk all milk should be the same price to the consumer, but it is
unable to approve the appropriation of what may be described as ** unearned ” margins by vendors
who have not incurred the cost of pasteurizing or bottling the milk.

Goodwill values have increased to a very high figure—-viz., £10 to £12 per gallon --and with the
introduction of zoning are likely to increase further.  Where all competition has been eliminated it is
difficult to sece why the goodwill value should, in its inflated state, be allowed to accrue to the vendor,
and in all arcas except Auckland the profit margin on the distribution of raw unbottled milk is out of
all proportion to the services rendered.  The Commission has indicated the general costs of distribution
for private vendors and for companies and the steps to be taken to reduee the eost of distribution to a
minimum by the introduction of appropriate measures of cconomy.  Under existing circumstances
of zoning, and particularly il the recommendations of the Commission are given effect, action must be
taken to regulate the margin allowed to the vendor of raw unbottled milk so that altogether dispropor-
tionate profits according to the services rendered are not made. The Commission has recommended
the distribution of all retail milk in sealed containers, and if unearned margins of the type deseribed by
the Commission are withheld {rom the vendor it is possible that pressure of economic circumstances
alone will gradually bring about the achievement of the Commission’s recommendation in this respect.

Reference to the appropriate table in the Appendix will indicate the Jarge nwmber of vendors who
are distributing less than an cconomic amount of milk viz., 60 gallons. If all unearned margins are
retained from the vendor, then consideration will have to be given in cach area to the consolidation of
small rounds, if and when such are available for sale or transfer. 16 is not in the interests of effeetive
control over milk quality nor economy of distribution to have a large number of small vendors, and
these should be consolidated into larger units as early as possible.

Coiswmer Prices

On the question of consumer prices the Commission has endeavoured as far as possible to maintain
the present standard of prives, hut, this can only be achieved to the extent that economies are introduced
into the supply, collection, treatment, and distribution of the milk.

Whilst the public should be protected against unduly high prices, it should at the same time be pre-
pared to pay a fair price according to the standard of the commodity being delivered. The Commission
recommends that steps be taken to increase the consumption of milk, and that educational propaganda
work be nndertaken to improve the use and treatment of milk in the home.

Now that zoning has been introduced and the consumer no longer has an unrestricted choice of the
milk roundsmen from whom he or she may purchase milk, it is essential that steps he taken fo ensure
that all milk is of a uniform high-quality standard. There would be no justification whatever for the
Commission recommending (as it does) the continuance of zoning and its consequent limitation of choiee
if the milk being delivered by the various roundsmen shows marked variations in quality.

SurrLy

Under this heading the Commission deals with the general problems of what coustitutes a proper
standard for the supply of liquid milk and also the quantity of such supply. The reasons are outlined
for the establishment of  aceredited ” standards for all city-milk-supply herds and the necessity for
adequate natiotial consideration of the problem of eliminating T.B. from dairy herds.

There has been no proper comprehensive planning in any area to provide a supply in anticipation
of the demand for liquid milk in the next period of low production-—that is, the ensuing winter period.
This, in the opinion of the Comumission, is due to the control by vendor interests of the organization of
supply.  The vending interests are not prepared to aceept responsibility for contracting for the full
anticipated demand, with the result that in at least three of the metropolitan areas and to a limited
extent the fourth there has at some time or other during the past five years been serious shortages of
milk.

Consequently, the Commission recommends that the Dairy Farmers” Co-operative Millke Supply
Association ascertain from all vending interests their anticipated demand for the following winter.
The Supply Association should then organize its membership to meet that demand so as to have at all
times a supply available exceeding the estimated demand by at least 10 per cont.

In order that the cost of surplus milk shall not be an undue burden on the producers, the Com-
mission recommends that the proper authority be given to the Supply Association to control the sale of
all milk intended for use in milk products.  With a proper utilization of liquid milk from licensed herds
for the provision of sweet cream it is probable that the greater part of the surplus can be disposed of
without serious loss to the producers, but to the extent that the producers, in their efforts to provide a
10-per-cent. winter surplus, fail to secure an adequate return for that surplus, then to that extent will
the average price to the producer fall below 13d.  The Commission is particularly concerned that no
loss should be suffered by producers due to providing surplus milk in the winter, and recommends the
Central Authority to take appropriate action in that rexpeet.

The Dairy Farmers’ Co-operative Milk Supply Association must of necessity establish a balancing-
station in order to organize the daily supply of milk to the city and to dispose of surplus milk in the
most economic manner. The Commission discusses proposals with regard to balancing-stations along
these lines.
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COLLECTION

Collection at present remains the responsibility of the vending interests, except to the extent
that in Dunedin and Wellington the Dairy Farmers’ Supply Association organizes part of the total
quantity required.

The Commission points out that, whilst zoning has heen introduced in the distribution of milk,
little or no effective attempt has been made to control the zoning of collection of milk.  This has led to
considerable and wasteful overlapping, and the Commission recommends that colleetion be the
responsibility of the Dairy Farmers’ Supply Association so that costs may be reduced to a minimumn.
This would ensure that the full responsibility for the quality of milk until it reaches the vendors’ daivy
shall be accepted by one responsible body--namely, the Dairy Farmers’ Supply Association. This
body will then be in a position to impose proper penalties on any of its members who fail to provide
the standard desired.

TrearvENT o MILK

The Commission is convineed from the evidence placed before it that pasteurization of all milk
distributed is desirable as a national poliey.  While the medical authorities in New Zealand lack
complete information on the extent of mill-borne diseases, there is adequate evidence available from
both within and outside New Zealand to indicate that the ineidence of such diseases is by no means
negligible.  The Commission is satisfied that milk is not harmed in its quality by pasteurization, and
that pasteurization is the only means of ensuring that the mill is perfectly sale for human consumption.
The Commission has indicated that considerable reorganization of mﬂsbm;,: plants is essential, and that
changes in organization should be introduced with all reasonable care in order to avoid dislocation of
services and harsh treatment of existing interests.  This is not intended to divert or impede in any
way the introduction of the improvements necessary to achieve the desired ohjective.

The Commission recommends that as soon as possible the Central Authority should see that
producer-vendors have their herds T.B. tested and brought up to approved or *“ aceredited ” standards
and that the milk be distributed in sealed containers.  All other vendors should be required to purchase
their mitk from treating-houses and to distribute 1t m sealed containers.  Sueh action will introduce
maxinnun cconomics hoth in treatment and in distribution, and is certainly in the best interests of publie
health.  There will undoubtedly be a small section of the public which will continue to demand the
distribution of raw milk.  This demand may adequately he met by the producer-vendors, but, il not,
then the Central Authority (through the local Millk Council or Supply Association) should investigate
the circumstances and take the necessary action.  Such action must, however, fully accord with the
standards laid down for producer-vendors e, the source of the raw iilk being distributed must he
from T.B. tested herds of ™ aceredited 7 standards.

Whilst much that has appeared in the Commission’s report is indicative of an unsatisfactory state
in many of the pasteurizing units, this is no argument whatever against the value of pasteuwrization,
and the Commission’s recommendations regarding the necessity for pasteurization of all milk
are in no wise upset by their comments on the inefficiency of some of the present treating-houses.
Such a state does, however, lend added emphasis to the recommendations set out by the Commission
regarding the control of all processing-plants and the appointment of fully qualified and fully-trained
working managers.

The nee v»mtv for improving the standard of milk and for seeing that price to producers is to somne
extent linked with the quality of the millk they supply requires provigion of testing-facilities either by
the Dairy Farmers” Co-operative Milk Supply Association or by the treating-houses in co-operation with
the Milk Council. Lt is a recommendation of the Commission that all milk should b sampled for
quality daily, and tested for butterfat content on a composite ten-day sample. '

DisrriBuTioN

The Commission’s 1vunnnwmiatmn.x regarding distribution deal wainly with the organization
necessary to ensure maintenance of the high standard of the milk until it reaches the consumer and
the securing of maximum economy in costs of distribution.

The distributing of loose mills, either pasteurized or raw, is condemned by the Commission, and a
point to which attention should be drawn concerns Regulation 42, seetion 6 (a), of the Sale of Food and
Drugs Act, whi(:h defines pasteurized mitk as

* Pasteurized milk shall be milk which has been retained at a temperature of not less than
14 )“ F. for at least thirty minutes, and immediately cooled to a temperature of not more than
55" W and protected from recontamination. 'The milk shall not he so heated more than once
and shall not he otherwise treated by heat. 1t shall not contain any living coliform bacillus
in one-tenth of & cubic centimetre.” '

In the opinion of the Commission this regulation should be so construed as to require all pasteurized
niilk to be bottled, and not feft open to recontamination dring the process of distribution.  The Commnis-
sion is satisfied that a considerable danger exists in distributing milk by the can-and-dipper method,
and that such milk may be, and in many cases has been, infected with diseases of human ovigin,  T'he
work of the producer in producing milk of high standard can be completely negatived if the milk is
distributed loose and infected with disease during distribution.

In the interests of economy the Commission has recommended that consumers should pay for the
bottles in which the milk is distributed, so as to avoid unnecessary loss to the treating firm.  Practically
no objection has been raised to this suggestion by consumers’ witnesses or consuniers” representatives
at any of the Conumission’s hearings.

In order to avold accountaney expenses of recording purchases of each consumer and collection
of accounts hy roundsmen, the Commission recommends the introduction of payment by means of
the token systemn as in Wellington.  Supervision of this would be best effected through the local Milk
Couneil.

Other means of rationalizing distribution are also discussed, including the continuance of zoning,
front-gate dehivery, and so on.

There are many of the Commission’s recommendations which will vequire further consideration as
to detail by the Central Authority.  Such a course 1s unavoidable in view ol the magunitude of the
problems confronting the Commission and the fact that these changes must be adapted in one or more
particulars to the local conditions prevailing in cach centre.
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CHAPTER 7. -METHODS OF ORGANIZATION

The Commission’s task on organization is expressed in that section of its second term of reference
which directs attention to the alteration and reorganization necessary within the industry in order
to ensure adequate supplies of wilk of high standard at reasonable prices. The term ** organization ”
is somewhat ambiguous in the sense that every industry which at present is in operation is o that
extent organized. The qualification which should be introduced 1s that organization ought to be
directed towards some end, result, or purpose, which in turn represents the achievement of that
particular industry in producing a high standard commodity at a minimum of cost and in quantities
which will fulfil all demands.  Thus the relative value of * organization ™ is of much more importance
in the Commission’s mind than the mexe physical fact of its existence.  The Commission must consider
the extent to which the liquid-milk industry is organized in the sense that planned control of its several
activities and the co-ordination of those several activities is directed consciously and effectively towards
the purpose for which the liquid-milk industry exists. The Commission’s recommendations for the
setting-up of a National or Central Authority, Metropolitan Milk Councils, and Dairy Farmers’
Co-operative Milk Supply Associations are specifically directed towards the achievement of this purpose.

It would, however, be incorreet to say that the liquid-milk industry in the four metropolitan
arcas s entirely disorganized, but, in our opinion, it would be correct to suggest that very little of the
existing organization has heen arrived at as a result of conscious planning with a view to fulfilling all
the requirements of a highly eflicient iquid-milk industry—viz., an adequate supply, a high standard,
and a reasonable price.

It is equally true, however, that in Auckland and in Wellington there has been some considerable
amount of organized planning on the processing and distributing side, and to some extent on the
production side. But the full purpose of this organization has not been achieved. Tn Auckland this
failare is due largely to the lack of necessary power vested in the Milk Council and the absence of a
controlling body vesponsible for organizing the supply and collection.  [n Wellington organization of
processing and distribution has reached a very high peak of efliciency in the activities of the Municipal
Milk Department on the one hand and of the Wellington Dairy Farmers” Association on the other.
But, due to lack of co-ordination or singleness of responsibility for organizing adequate supplies, the
full purpose of planned organization has not been achieved.

Consequently the major question hefore the Commission concerns the alteration and reorganization
necessary in methods of control in order to achieve the objective of a complete and adequate organiza-
tion in each centre. 1t would be unwise, however, to treat each centre as a unit, independent and
completely separate from all other centres. The liquid-milk industry is national in its importance,
and national in most of its problems. The first step, therefore, in dealing with the complete problem
of organization ix to consider the setting-up of some representative central or national authority to
give purpose to the Government’s policy in the dircctional planning of the liquid-milk industry ws a
whole and to act as the executive body of the liquid-milk industry in the Dominion.

CuNrrAL NATIONAL Avrnoriry 1ok TowN-MILK INDUSTRY

Reference will be found in various sections of this report to the Commission’s expressed opinion
of the necessity for establishing a central national authority acting in an arbitral capueity and
capable of exercising a guiding control over the town-milk industry as a whole.

The problems of city milk-supply, as examined by the Commission, include such over-riding
problems axs control over adequacy of supply, prices to producers, margins to treating and vending
establishments, prices to consumers, standards of quality, methods of treatment, and the need for
rescarch and educational work. Al of these require for their final resolution the impartial judgment
of an independent Board or Commission.

Further circumstances might arise whereby grants from the Government may be necessary for
one or more purposes within the town milk industry, either by way of grants for special purposes or as
subsidies to keep down costs, or prices of equipment. The disposal of such moneys on a national
basis can best be controlled by one central and independent body.

The Commission has made a number of recommendations, many of which necessitate prior
planning and careful practical application in order to avoid any serious dislocation within the industry.
Consideration of all interests within the ndustry is essential to its efficiency, to the planning of its
future organization and development, and to its future prosperity. Further, the Central Authority
should be the body responsible for advising the Government on industry matters and acting on behulf
of all interests for the implementation of national policy in milk-supply problems.

Appointment of Central Authority

The Commission is not called upon, nor is it qualified by virtue of its inquiry, to make reco-
mendations as to the actual constitution of this National Authority. There are, however, certain
principles concerned in appointment of the personnel of the proposed Central Authority which the
(ommission feels it is bound to state. The personnel of such a Central Authority should be qualified
to safeguard not only the interests of town-milk producers, of treating and vending establishments, of
consumer interests, but also the intimate relationship between the town-milk industry and the dairy
industry as a whole.

The personnel of the Central Authority should contain persons who are fully qualified to represent
and apply scientific principles applicable to the development of the industry and.also to ensure its
proper functioning as the national body concerned with the maintenance of an adequate supply of
milk of high standard to the population of our cities and towns.

The Central Authority should also include persons of experience in vrganization, finance, industry,
and administration.  Technical knowledge should be available to the Authority on speciahized problems
of nutrition and liquid-milk supply generally. The interests of the producers and vendors should also
be adequately represented by personnel with a detailed knowledge of the particular problems of
supply, treatment, and distribution.

1t is not contemplated that such a Central Authority should consist of a large number of persons.
The Commission, as has already been stated, is not fitted by virtue of its inquiry to define the exact
constitution of the Authority, and the only opinions it wishes to express can be summed up by stating
that whilst the personnel of the Central Authority should comprise as few persons as possible, those
persons should be selected for their general and specialized knowledge of the problems involved.
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Tn view of the general organization of primary industries in this Dominion the Commission
reconnnends that Ml consideration be given to the manner of constitution of the Central Authority
hefore deciding whether it shall be a body appointed by the Government, a body elected by repre-
sentatives of all interests in the industry, or a combination of both. The Commission has had no
opportunity of determining the industry’s wishes in this matter and, whilst the appointment of the
Central Authority is a matter of urgent necessity, probably requiring Government appointment of the
first representatives, provision may have to be made for meeting the general wishes of the industry
in this matter.

The liquid-milk industry is, from a national health point of view, our most important primary
industry and warrants the most careful selection of the people who are to guide its destinies.

Functions of Central Authorily

(1) The Central Authority contemplated by this Commission should report to the Government
annually and should advise the Government on all mdustry matters requiring Government attention
or consideration,

(2) On matters affecting the interests ol dairy-factory supply the Central Authority should confer
with the New Zealand Dairy Board and ensure smooth co-operation between these two branches of the
dairy industry.

(3) On questions of education and research the Central Authority should collaborate with the
Dairy Rescarch Institute on all matters pertaining to the training of personnel and the research work
necessary to assist the progressive development of the production and proeessing of milk.

(4) The general scope of the Central Authority should be to exercise a Jurisdiction over the industry
as o whole and over particular interests, but with mainly a guiding authority in local matters administered
either by the local authority or by the local Dairy Farmers’ Supply Association.  Whilst the National
Authority would be the responsible body on all the matters stated above, the Commission recommends
that as much autonomy as possible he afforded to the activities of the local authorities and the local
producers’ associations.

(%) The Central Authority should act as an arbitral hody in the settlement of any dispute that may
arise between a Metropolitan Milk Council and a Dairy Tarmers’ Co-operative Supply Association,
and every such dispute should he referred promptly to the Central Authority.

(6) The Central Authority should be the final price authority on all matters affecting producer
prices, margins to treatment and distribution organizations, and price to consumers. The Central
Authority should also exercise on behalf of producers generally a guiding control over the conditions
for issue of licenses and should assist the Dairy Farmers’ Supply Associations in defining new areas of
production.

(7) The Central Authority should, through the Supply Association, coneern itself continuounsly and
actively with the standards prevailing in the milking-sheds and in the herds supplving milk for liquid
consumption.  Such a hody would determine the standard for ™ aceredited ™ herds and should enecourage
all steps taken by the Supply Association in order to maintain and improve the standard of hygiene on
town-milk-supply larms.

Control of producer-vendors and the conditions under which producer-vendors should continue to
operate would he closely supervised by the Central Authority, and the latter should endeavour to
achieve, as a gradual poliey, the complete supply of milk from ™ aceredited 7 and .13, tested herds in
all cases 3 this is particularly urgent in the case of herds supplying milk to raw-milk vendors.

(3) Methods of processing milk should be standardized and provision made for supervision of such
processing by trained personnel. There should be long-term planning, which should include research
into improved methods and should also ensure that by proper education of producer, veundor, and
consumer full advantage is taken of all available knowledge and that it is usefully applied.  There
exists the necessity for organization not only of producers as outlined in the section on supply, but
also of processing and distributing interests.

(9) The qualification and terms of appointment of analysts in the various centres and the quali-
fications necessary prior to appointment of working managers of treating-plants should be defined by
the Central Authority. The Central Authority should be concerned in the proper definition and main-
tenance of all standards relating to the collection, treatment, and distribution of high-standard milk.

(10) The Central Authority should have full power, in co-operation with the various interests con-
cerned, to carry out all necessary steps to stimulate a gradually increasing consumption of liquid milk,
to find means of reducing the cost of produetion and distribution, and to seek solutions for the various
difficulties that will undoubtedly arise between the different sections of the industry.  For such purposes
the Central Authority should have power to require the collection of complete statistics from the
liquid-milk industry relating not only to costs of production, collection, processing, and distribution,
but also to general statistics concerning the industry.

(11) Problems may arise at any particular time necessitating action by a fally informed and properly
constituted Central Authority. This would oceur, for instance, in the cvent of circumstances arising
either in production or in vending such as to prejudice the maintenance of adequate supplies of milk
of high standard.  Under such circumstances it may be essential for the Central Authority to organize
the introduction of some changed form of control.

(12) The Commission recommends that the Central Authority confer with the representatives of the
Health Departinent, Live-stock Division, Dairy Division, and Dairy Rescearch Institute before defining
the standards to be adopted for—

(a) Accredited herds :
(b) Collection of milk :
{¢) Treatment of milk :
() Distribution of milk.

Complete co-operation would he essential between the Health Department, the Live-stock Division,
and the Dairy Division in order to smooth out any difficulties of overlapping and to ensure prompt
co-operation in the general supervision of all standards.

Nothing that has been said in the foregoing paragraphs should, however, be interpreted as meaning
that the Central Authority as recommended by the Commission is infended to police all the activities
of the local Milk Council or of the local Dairy Farmers’ Supply Association. The Commission suggests
that all steps be carefully taken to ensure that no disruption of the city-milk industry oceurs and thaf
unnecessary losses due to sudden changes are not forced upon any section of the industry.
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Standardization of Accountancy Systems

[t is a recommendation of the Commission that the Central Authority should eall a conference of
representatives from firms engaged in the processing and distributing trade, with a view to establishing
standarvd systems of accountancy and costing and the publication of standard annual accounts in a
manner likely to give all the information required by the Central Authority.  This would be similar to
the position which already exists in the dairy industry whereby all dairy-factories are required by law
to publish their annual accounts in a statutory form. The work of the investigating accountant attached
to the Commission would be of considerable value to such a meeting, and no doubt full use would be
mide of the knowledge already ohtained.

Finance
The Commission has given attention to the question of how the Central Authority should be
(inanced, and in view of the fuct that the nature, powers, and functions of the Central Authority demand
independent and completely impartial decisions on all matters it is the Commission’s recommendation
that the Government consider providing all the necessary finance needed by the Central Authority.
The Central Authority should be given all reasonable latitude in the spending of funds, but, apart
from the amount necessary for the cost of running the office and seeretariat, the Commission has in
mind funds for publicity and research for the henefit of the industry generally, and also funds enabling
the Central Authority to grant hursaries to approved-students who wish to take courses in market
milk-production at Massey College along the lines indicated in the Appendix on edueation and research,
Care should be taken to see that the expenditure of moneys on projects of this nature are not duplicated
by the local Milk Councils, bub this is a matter to which the Government in setting up the Central
Authority would no doubt give full consideration.

MerrororniTan Mg CouNcins

All that has been stated on the importance of adequate safeeuards in the liquid-milk industry in
order to ensure that the proper food value of milk is safeguarded and that its potential danger as a means
of spreading disease is insured against to the maximum possible extent, lends emphasis to the Com-
mission’s conclustons that some form of organization and authoritative control over the treatment and
distribution of milk is essential. The Health Departiment’s activitios are chiefly of a policing nature
and are not actively concerned with organization of the industry or its guidance, One controlling and
guiding body for treatment and distribution is Just as essential as a similar body dealing with production
and collection.  Such a body must, however, he completely divorced from commercial interests in the
trade, although under proper circumstances it may need to take an active part in the processes involved.
In the absence of a municipal milk scheme, therefore, the Commission recommends that Metropolitan
Milk Councils be set up in Christchurch and Dunedin along similar Tines to the Auckland Metropolitan
Milke Council and with similar powers. The constitution of the Council should adequately provide for
direet consumer representation and for the clection or co-option to the Couneil of persons with a technical
knowledge of milk and of the nutritional value of milk. The Council should also include persons with
business knowledge and capacity, and it may be that at least one member with a detailed knowledge
of the production side would also he of considerable advantage.

The-general purpose of such a Milk Council would be to apply the policy of the Central Authority
on all matters of standards, prices, and margins, and all other matters outlined as being the responsibility
of the Central Authority. The Milk Couneil should diveet and guide educational work in the consamers’
interests and should actively assist in improving methods of processing and distribution.  Its policy
would he to co-operate with the processing and distributing interests in their efforts to achieve complete
efliciency.

The Milk Council would also be responsible for obtaining estimates from the vendor interests of the
anticipated demand for milk so that this information could be passed on to the Dairy Farmers” Milk
Supply Association for action in organizing supply. The Milk Council should co-operate fully with
the Dairy Farmers” Milk Supply Association in seeing that proper and adequate steps arve taken to
ensure such supply.  The Milk Council must further coneern itself as rapidly as possible with organizing
daily testing of all milk, and to do this would need to co-operate with hoth the vending-houses and the
Dairy Farmers” Milk Supply Association. The Milk Council should ensure that proper standards were
being observed and that all unsatisfactory milk was being rejected from the city-milk supply.

In Dunedin the state of existing processing and distributing facilities is such as to necessitate large-
scale reorganization, and it will be necessary for the Central Authority to give careful consideration
to the proposals which are advanced by existing institutions in order to ensure that the reconstruction
which is so urgent and so desirable is carried out in the best possible manner.  In any scheme of
reconstruetion it is desirable to consolidate existing interests as much as possible so that the cost of
processing and distribution can be reduced to a minimum.  Consequently the Commission suggests
that, wherever possible, the issue of new licenses, particularly for processing plants and to small vendors,
should be discouraged in favour of amelgamations.

The Auckland Metropolitan Milk Couneil has stated a strong case to the Commission in support
ol its submission for increased powers, similar to those of the Sydney Milk Couneil, under which the
Milk Council would have full power to purchase, process, and distribute milk.  Phe Commission has
given carcful and defailed consideration to the submissions of the Auckland Milk Council, but the
powers sought appear to us fo be, in certain important respects, inconsistent with the creation of Dairy
Farmers” Milk Supply Associations with powers as set out. For reasons already stated the Commission
is satisfied that such a supply association is hest fitted to orcanize adequate supplies of milk of high
standard to the metropolitan avea, and we can see no advantage in transferring this responsibility to
the Milk Couneil.

Apart from eonsideration of the request for powers to purchase milk and to organize the supply,
the Commission is not qualified, even if it were entitled, to pronounce upon the merits of the application
for powers to process and distribute milk.  Such an application is, however, one that should receive
close examination by the Central Authority whose appointment we have recommended, and particularly
would we suggest that that Authority give full consideration to the question of vesting in any of the
metropolitan milk councils in whose area a Dairy Farmers” Milk Supply Association, for any particular
reason, cannot be created, such powers of purchase and control as are sought hy the Auckland
Metropolitan Milk Council.  In such event, however, completely adequate producer representation
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must be assured on the Council.  Further, the Commission recommends the Central Authority to give
full consideration to a review of the powers of the Auckland Metropolitan Couneil i order that it sxhall
he able fo discharge its functions effectively.  This applies to the granting ol additional powers where
necessary in safeguarding the public against the sale of milk of Tow standard and poor quality.

In Wellington the functions of a Milk Council are satisfactorily performed in full by the Wellington
Uity Council through its Milk Departiment and through its power of controlling licenses.  In the Hutt
City and adjacent arcas an entirely different position exixts, and it will be necessary to give some
attention to the setting-up of local authority control along the lines suggested for a Millk Couneil. The
Commission is unable to decide whether the Hutt City and adjacent areas should have o Milk Council
entirely independent of the Wellington City area.  The setting-up of two such independent bodies
might ereate difliculties in competition so far as certain aspects of supply are concerned, and the
Commission recommends the Central Authority to investigate further the question of whether an
independent local authority for the Hutt could be set up fo function satisfactorily or whether some
joint control should be agreed upon between the authority for the Thutt Valley and bays™ arca and the
Wellington Clity Couneil for the purpose of giving unified control over the whole of the metropolitan area.

The powers of the Christehurel and Dunedin Metropolitan Milk Couneils will wo doubt be similar
to those (inally approved for the Auckland Metropolitan Mille Ceancil, but the Commission wishes
to state cortain principles which, among others, should he embodied hn the fanetions of the respective

Milk Councils.

Functions of the Milk Council

Without deseribing in detail all the functions of the Milk Council, the Commission sets out, those
funetions which it considers particularly important in the operations of any Mille Couneil @ -

(1) The Council should he the licensing body for all vendors, processing-plants, mitk-shops,
milk-bars, &e.

(2) The Council should examine all existing facilities for testing and analysis of milk and, wherever
necessary, require adequate improvements to be made. The appointment of all analysts and testing
officers by such treating-houses, including those already employed, should be subject to the approval
of the Milk Couneil as well as of the Health Department.  Where no [acilities exist for the testing and
analysis of milk, the Milk Council and the Dairy Farmers” Milk Supply Association should co-operate
in establishing a laboratory and the employment of a full-time analyst for the purpose of ensuring that
every supplier’s milk (other than producer-vendors) coming into the metropolitan area is sampled daily.

(3) The Council should have the vight to suspend or cancel the license of any treating-house, vendor,
milk-shop, milk-bar, or producer in the event of continued non-compliance with quality standards.

(4) The Milk Couneil should take chief responsibility for the control and supervision of processing-
plants and methods of distribution. In collaboration with the Central Authority, the Milk Council
should arrange for their Chicf Tnspector or some other trained person to he available to the treating-
house for advisory purposex on the technique of milk-processing.

(h) The Milk Council should appoint all necessary Inspectors for the routine testing and examination
of milk after it reaches the vendor or treating-house.  In order to achieve maximum cfficieney in the
control of the quality of the milk there should be a meceting hetween vepresentatives of the Health
Department, the Mille Council, Live-stock Division of the Department of Agriculture, and the Dairy
Farmers’ Milk Supply Association in order to work out a full basis of co-operation for maximum control
over the quality of the milk from the farm to the consumer.

(6) The Couneil should control the zoning of all rounds and exercise its powers of purchase of all
rounds offered Tor sale so as to ensure the amalgamation of small rounds in order to give an economic
size of round of at least H0 gallons to 60 gallons.

(7) In conjunction with the Central Authority, the Milk Council should actively concern itself in
carrying out educational work both with consumers on the hygienie care and treatment of milk
and ‘with the treating and distributing houses on the application of scientific methods to all phases of
processing and distribution.

(3) The Couneil should collect all statutory returns from vending companies, vendors, milk-shops,
&e., concerning —

(¢) Returns of milk and cream purchased and sold i each month:
(b) Statutory veturns of financial statements, including full details of costs ol operations:
(¢) Any other returns which may be required by the Milk Council and by the Central Authority.

Finance

The Milk Council should he financed by a levy of Ld. per gallon on all milk supplied, or such an
amount as ix determined by the Centeal Authority as necessary for the financing of the Milk Council’s
activities.  This levy should be a charge on the Dairy Farmers” Co-operative Milk Supply Association
for all milk sold for consumption cither as milk or as cream.  The Milk Council should also have the right
to apply to the Contral Authority for the proper use of funds held in the Special Fund by the Dairy
Farmers” Co-operative Milk Supply Association and representing unearned marging collected from
vendors,

Control of Processing-plants

The Commission is gravely concerned at the manner in which, in at least one important respect,
the liquid-milk industry is lagging behind the manufacturing side of the dairy industry.  Practically
all dairy-factories in the Dominion are co-operative in nature and it is required that the manager of
a dairy-factory shall have had experience in testing and grading of milk and cream and shall have passed
the examinations required by the Dairy-factory Managers” Registration Board, and that he must appear
in person before the Board to satisfy them that his qualifications entitle him to a Dairy-factory
Manager’s Certificate.  No provision whatever exists for control of the training or appointment of
persons to manage processing-plants for liquid-milk supply.  Consequently the Commission recommends
that immediate consideration be given to the provision of a regulation for the certification and registration
of working managers of all processing-plants.  One of the qualifications for future registration shoald
be that the applicant has attended the appropriate course at Massey College on the processing of
market milk.  The present working managers ol such processing plants could, wherever such a course
is necessary, be sent to a refresher course at Massey College in order to ensure that they are thoroughly
trained in the technique of modern processing of milk.
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Dairy Faryurs Co-0PRRATIVE MiLK SUPPLY ASSOCIATION

Tn the following ¢hapter on supply the Commission reviews in full the necessity for =etting up a
responsible body among producers to organize supply and safeguard the interests of producers us a
whole.  Tn this chapter on organization it is necessary, however, to outline the proposals as they affect
organization of a Dairy Farmers” Co-operative Milk Supply Association.

The Dairy Farmery’ Co-operative Milk Supply Association will in each area be a contractual body
representing all producers and acting on behall of all producers, hut not necessarily over-riding the rights
of itx members as shareholders in co-operative companies or as members of subsidiary groups such as
dairy factories or present processing companies. For instance, in Wellington, in the case of the Rabui
Suppliers’ Association and of the suppliers to the Kuku-Manakan Dairy Factory and the Levin Dairy
Factory, such suppliers muxt still be allowed to retain full rights as members of their respective co-
operative companies, and the control over these respective factories wonld not in any way or in any
sense devolve on the Dairy Farmers’ Co-operative Milk Supply Association. It should he the duty
of the Dairy Farmers’ Co-operative Milk Supply Association to co-operate fully with the Toeal dairy
factory of which any intending member of the Dairy Farmers” Co-operative Mitk Supply Association is
an existing member.  Such a relationship between daivy-industry interests and Dairy Farmers’ Co-
operative Milk Supply Association interests is essential in order to ensure harmony and smooth working
between the dairy industry and the liguid-milk industry.  In no case shoulid the Dairy Favmers’
Co-operative Milk Supply Association he given vights which will cause its interests to conflict with
the interests of the dairy industry. Consequently, alihough all ¢ity-milk suppliers wonld be mernhers
of their respective supply associations, this would be for the purpose of organization only and should
not in any way affeet their existing rights as shareholders of a dairy factory or other similar body.

Constitution

The Commission recommends that it he one of the first duties of the Central Authority to organize
in the Auckland and Christclinreh areas a Dairy Farmers” Co-operative Milk Supply Association. It
is desirable that such associations he set up with the full approval of all liquid-milk suppliers in those
particular areas, und the exceutive authority of the association should comprise suppliers properly
elected on a demoeratic basis by the members as a whole. Tt shall he the vesponsibility of the Central
Authority to supervise the constitution, functions, and powers of such associations and to determine
the extent to which the powers of the present organizations in Dunedin and Wellington should rightly
be extended or modified.

IMunctions

(1) ANl liquid-milk suppliers who have heen duly licensed by the Department of Agriculture to
supply town milk should he elivible to he members of the Dairy Farmers” Co-operative Milk Supply
Association, and it should he a condition of their license to supply Tiquid milk that they shall he members
of the Dairy Farmers” Co-operative Milk Supply Association. ‘

(2) The Dairy Farmers” Co-operative Mille Supply Association should accept applications for
membership from suppliers who have been duly Ticensed by the Department of Agriculture, and it
should not be permissible for the Supply Association to refuse membership to any applicant except
with the approval of the Central Authority.  Such approval should only be exercised hy the Central
Authority when the Supply Asxociation can show that the total of all quotas allotted for mille-supply
indicates at least 10 per cent. surplug over the anticipated demand for the coming winter,

(3) The Dairy Farmers’ Co-operative Milk Supply Association should, at its diseretion, have
power to issue winter” licenses to future applicants for membership whose © winter ™ production,
comprising the six months of lowest production, is estimated at, say, less than 40 per cent. of their
total annual production.  Such members would supply the whole of their milk toa factory during the
summer, and would only supply to the city the allotted quota of winter milk during the Tate autunm
and winter. '

(4) The Dairy Farmers” Co-operative Milk Supply Association should be given the exclusive right
to purchase milk from members of the Association.

(5) The Dairy Farmers” Co-operative Milk Supply Association should be given the exclusive right
to supply milk and eream to the city area, and milk or cvecam for any other milk products for whieh
the Central Authority considers that priorvity of supply is necessary in the interexts of disposal of
surplus milk.

(6) On the Ist August, or on such date as may be decided by the Central Authority, the Dairy
Farmers” Co-operative Milk Supply Association should obtain from the vending companies and private
vendors, through the offices of the Milk Council, an estimate of their milk requirements for the
following winter. 1t should then be the duty of the Supply Association to organize a sufficient
number of suppliers to ensure at least 10 per cont. supply in excess of that estimated demand. It
should be the responsibility of the Central Authority to determine the penalties, if any, to he arranged
for short supply or short estimates.

(7) On the incorporation of a Dairy Farmers” Co-operative Milk Supply Association for any area
all contracts made thercafter for the supply of milk or eream to that avea should he made only with
or through such Association. Al contracts actually in operation should continue only for so long a
period as may he necessary to enable the parties thereto to discharge their legal obligations under
such contracts.

(8) All payments for milk should be made to the Dairy Farmers” Co-operative Milk Supply
Association, which should in turn arrange the payment to producers on the quota rates finally
determined by the Central Authority.

(9) The Dairy Farmers” Co-operative Milk Supply Association should be responsible for and should
organize the collection of all milk delivered to the metropolitan area. The Association should ensure,
as far as possible, that all necessary steps are taken to maintain an adequately low temperature of the
milk during the whole process of collection.

(10) The Dairy Farmers” Co-operative Milk Supply Association should, in co-operation with the
Milk Couneil, organize the setting-up of a laboratory for the purpose of the daily testing of all milk for
quality (ten-day composite test for butterfat content), except in those cases where adequate and
approved laboratory facilities already exist. on the premises of treating and distributing houses,
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(11) The Dairy Farmers’ Co-operative Milk Supply Association should have power to set up a
balancing-station, or, if a balancing-station already exists within the supply area, it should co-operate
with that balancing-station for the efficient disposal of surplus milk.

{(12) The Dairy Farmers’ Co-operative Milk Supply Association should build up an equalization
fund so as to level.out prices to vendors in the manner prescribed by the Central Authority and to
provide for higher payments to producers in the winter months than in the summer months. The
Jommission intends that the Dairy Farmers” Co-operative Milk Supply Association should be given
adequate rights of representation as to how prices to producers should be paid and the level of the
payment in the various months (with the exception that summer prices must not be raised above
present levels or those preseribed by the Central Authority). Although the Central Authority will
have the final right of decision on all matters affecting price it is desired that the producers be given
all reasonable autonomy in the method of differentiating the price and to some extent in the method
of arranging quotas. .

(13) The Dairy Farmers” Co-operative Milk Supply  Association should actively foster the
development of high standards in sheds and in conditions, and should have power to advance moneys
for the purpose of procuring equipment necessary to improve conditions on individual supply farms.

(11) In conjunction with the Central Authority and through the Dairy Board or Dairy Research
Institute, the Dairy Farmers’ Co-operative Milk Supply Association should actively foster and encourage
the development of extension services for improvement of methods of production and animal husbandry.

(15) The Dairy Farmers’ Co-operative Milk Supply Association should organize the collection
of any data required by the Central Authority for the purpose of securing information on costs of
production or any other matters relating to production.

Relationship with Vendors and Vending Companies

It 1s not the intention of the Commission that the creation of the Dairy Farmers’ Co-operative
Milk Supply Associations should disrupt in any provocative manner the existing relationships between
the producer and the appropriate vending interest.  The most satisfactory results will probably be
achieved by a gradual transition from present conditions to those ultimately desired, and at the outset
the Dairy Farmers” Co-operative Milk Supply Associations would commence to function as a nominal
body having vested in it the power to purchase all milk and cream, but controlling this notionally more
than physically.  They would immediately set about reorganizing the transport system of collection,
but it may quite well be that the actual delivery of the milk would proceed much the same as it has done
in the past.

As a long-term policy, however, the Commission is of opinion that a proper zoning of milk-supply
in order to achieve the maximum benefits of collection will entail the disruption to some extent of
existing relations between producer and vendor. Provided milk is of a high standard as a whole this
should be of little moment, as the vendor is concerned with vending a standard high-quality milk more
than with vending any particular producer’s milk. The Commission recommends the Central Authority,
however, to consider what powers, if any, should be given to vary the delivery of individual producer’s
milk to individual vendors. The only exception to which the Commission thinks weight should be
attached is the position of the member of the co-operative company who, because of his special share-
holding position, must continue to send his milk to the company of which he is a member or else forego
the advantage of his membership.

A co-operative company is permitted to avoid taxation provided it returns the whole of the profits
carned to the members in proportion to the quantities supplied. Al members supplying such a co-
operative company must, however, be sharcholders, otherwise the company becomes immediately
liable to taxation. The Commission in its considerations takes full cognizance of the cffect on the
co-operative movement as a whole of a policy designed to eliminate co-operative groups, and con-
sequently recommends to the Central Authority that in respect of the delivery of milk from producers
to vending and distributing companies speeial steps should be taken to safeguard the rights of the
members of co-operative companies.

Producer-vendors

In order to give complete representation to all groups of producers, producer-vendors should be
members of, and should have full vights of membership of, the Dairy Farmers” Co-operative Milk Supply
Association, but not special rights on representation.

The Central Authority should see to it that the Milk Councils in cach metropolitan arca exercise
strict control over producer-vendors and ensure that the milk from these herds is tested frequently
for quality and their sheds and dairies frequently inspected. Close watch should be maintained to
see that milk is vended cither from their own farms or from other accredited producer-vendors, or
purchased from the Dairy Farmers’ Co-operative Milk Supply Association.

In areas other than Wellington producer-vendors travel distances up to 20 miles from their farms
to their rounds in the metropolitan area. Such vending becomes wasteful in the matter of transport
costs and, as these producer-vendors have no special production-costs as compared with other suppliers
to the city area, the Commission recommends that the Central Authority investigate all cases of producer-
vendors whose herds are situated more than, say, 5 miles from their rounds with a view to taking over,
after appropriate provision for compensation has been made, the vending portion of such producer-
vendors’ business.  In many cases the rounds are small and might well be used for building up other
existing rounds to an efficient and economic level.

All such adjustments should be made only after proper investigation of any special circumstances
that may apyply.

Collection

As has already been pointed out, the organization of collection can best be left in the hands of the
producers, and the price paid by vendors should include the delivery charge to the treating-house or
the vendor’s dairy.  In Chapter 10 consideration is given to the gencral organization of transport and
the manner of colleetion.  In dealing with the Dairy Farmers® Co-operative Milk Supply Association
we have pointed out that the initial change-over should take into careful consideration the existing
relationship between producer and vendor, but as a long-term policy the Dairy Farmers’ Co-operative
Milk Supply Association should be given full power to move gradually to a stage where zoning, collection,
and delivery of milk can be achicved in the most efficient manner possible.

4—H. 29a.
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Any discussion of collection cannot he complete without reference to the possible rationalization
of transport generally, and, although the Commission has had no opportunity of studying new methods
of transport, there does appear to be cousiderable room for improvement over present methods.

The Wellington City Council are at present considering the possibility of using tanker transport
to bring milk from the Rahui balancing-station to the City Couneil Depot.  Some rationalization of
collection along these lines should be given urgent consideration by the Central Authority.  There 1s
no doubt that the Wellington City Council incur heavy losses through their present system of handling
incoming milk from the Rahui halancing-station. 1t comes to the Rahui Station in cans, has to he
weighed, chilled, and again poured into cans prior to putting it on the rail at Rahui. It is then
transported by rail to Wellington, and the Wellington City Council arrange road transport from the
Wellington Station, a distance of roughly a mile, to the City Council’s Milk Depot. This handling of
cans, with the consequent washing and sterilizing, is undoubtedly burdensome from an cfficiency and
cconomy point of view, and the sooner some direct transport can be arranged between Rahui and the
City Council Depot the better.

This is by no means an isolated example, and the same considerations apply to transport in the other
metropolitan areas.  The Dunedin Supply Association at present do not own lorries and consequently
have to arrange the cartage of milk through private contractors. It is their opinion that the cost of
collection could be considerably reduced if the Supply Association owned and operated the vehicles.
From an cxamination ol the cost of cartage this would appear to he an entirely reasonable view.
Nuturally the war situation does not permit of full-seale alteration of existing methods, and congequently
the Commission must be content with recommending that these proposals for rationalization be fully
considered with a view (o their immediate application when the necessary vehicles and materials become
available.

Processing and Distribulion

The Commistion has had the opportunity of studying at least four different types of organization
dealing with treatment and distribution.  These are—

(1) Municipal Milk Council, as in Wellington :

(2) Co-operative companics, as in Dunedin :
(3) Proprictary companies, as in Dunedin, Christchurch, and Auckland :
(1) Private vendors dealing mainly with raw loose or hottled vaw milk.  This group also ineludes

I)I'(')(] ucer-vendors,

(1) Municipal Milk Scheme—There is no doubt that the Wellington City Council have set an
extremely high standard in the organization that has heen created in its Municipal Milk Department.
Furthermore, it is undoubtedly true that the centralization of treatment and distribution in the hands
of one organization carries with it considerable benefits from the point of view of control over standards
and quality. The actual costs of processing in the case of the Wellington Municipal scheme do not
show any saving, however, as comparcd with the more efficient proprictary companics, hut in
distribution very considerable cconomic and control advantages are apparent. The Wellingbon
Municipal Milk Department distributes milk at least a penny per gallon cheaper than any of the companies
whose costs of distribution were investigated. As distribution costs form the major part of the vendors’
margin it is obvious that municipal milk schemes, by efficiency of organization over distribution as
a whole and by the control the municipality is able to exercise over all phases of processing and
distribution of milk, carries with it important advantages from a public health point ol view. At the
same time it is also important to bear in mind the fact that Municipal Milk Departments, in order to
be competitively cefficient, must he controlled and guided by men with keen business ability, initintive,
and foresight. They must have stafl capable of putting into eflicient application the work of the
Department, and without this there would be little safeguard of the efliviency ol an organization
which is itself a monopoly and not subject to competitive enterprise.

It is possible that under present conditions Milk Councils could encourage co-operative organizafion
of existing interests or organization under its direct control of the whole of the distributing side of the
milk industry  Under such circumstances there is little reason to doubt that considernble cconomies
would accrue.  Added to this there would be a much better general control over the conditions of
distribution and such a scheme would go far to meet the benefits operating under a municipal milk
scheme where the processing is in the hands of the City Council.

It is perhaps necessary for us to note at this point that, although the respective City Councily in
Auckland, Christchurch, and Dunedin were given rights of representation at the fommission’s hearing,
nevertheless no case for municipalization in these centres was officially advanced.  Such o question
is of course a matter entirely for the local body concerned, and the Commission iy of opinion that
it is not called upon to make any recommendation in this respect. If, however, further action is
desired by the Tocal authority in any of these centres, then the matter is one for review hy the Central
Authority whose creation the Commission has recommended.  The processing and distribution of
milk is so important from the point of view of the health and nutrition of the community that con-
sideration must inevitably be given to some form of public controt. In the absence of a Municipal
Milk scheme the Commission recommends that a Metropolitan Milk Council be set up to exercise control
over the processing and distribution of milk and cream by existing institutions and private vendors.
This means, in effeet, that although the taking-over of existing services of processing and distribution
by the municipality may be desirable, unless and until the municipalitics concerned seek the power to
operate these services, the present needs can hest be met by a continuance of existing interests, bhuf
with a greater public control.

(2) Co-operative Companies.—In the four main areas there is only one co-operative company
operating in both processing and distribution of milk. This is the Otago Co-operative Milk Supply
fompany, which operates in Dunedin, but the facilitics at present used by this company, particularly
for the processing of milk, are not satisfactory. This is discussed in Chapter b and needs no further
emphasis here, except by stating that in this particular case it is difficult to see that the co-operative
enterprise has resulted in any greater (or in any less) efficiency than ordinary private enterprise.  ts
advantages are, of conrse, that the suppliers would invariably receive better treatment becanse the
company is their own, and they would receive, in addition to the producer quota price for milk, the
profit margin in processing and distribution,
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The only other claim to co-operative enterprise in processing and distribution comes from Auckland,
but this company is registered under the Companies Act and its chicf claim to being a co-operative
company lies in the faet that all sharcholders are or have heen suppliers to the company. The company
is liable for taxation, and dividends are distributed on shares as in the ordinary manner.  As these
shares are, however, held for the most part by supplier sharcholders the company considers it is entitled
to regard itscelf as a co-operative company.  Again the evidence of efficiency within this company is
not sufficient to enable the Commission to draw any favourable comparison ol successful co-operative
enterprise as against private companies.

These considerations do not by any means militate against the favourable consideration of the
introduction of co-operative enterprise into the treating and distributing trade.  The inherent prineiple
1o be observed is that the profit motive, as such, should be reduced as much as possible.  The relative
non-success of the present co-operative companies in achieving high standards is to a limited extent
due to the severe competition they have had to face and their inability to build up large veserve funds
in order to obtain the plant and equipment which would have secured them the means of providing
milk of high standard to consumers.  There is litble doubt, however, that Dairy FWarmers™ Co-operative
Mille Supply Associations properly organized, and with adequate funds, would result in o hetter
relationship between the processing and vending institution and the producer then can exist under
present circumstances between a proprictary concern and its suppliers.

(3) Propriciary Companies. - The Commission had the opportunity of examing the operations
and equipment of at least xix proprictary companies concerned in the processing and distributing
trade.  (The term “ proprictary company ~ is used to distinguish from co-operative companies.)
Only two of them have reached a stage of high efliciency in the processing of miltk.  These two have
very maodern plants and both are capable of turning out supplies of high-standard milk.  Tn the case
of at least one of these companies, however, the general organization of collection is such as scriously
to counteract any cfficiency in the processing of the milk.  The Commission was also confronted with
evidence in the case of one of these companies that the relationship between the company and the
producers was not entirely satisfactory. The introduction of a Dairy Farmers” Co-operative Milk
Supply Association would, however, overcome to a considerable extent the type of dissatisfaction
existent, and under circumstances of reasonable public control there is little doubt that private
enterprise can perform the functions of processing and distribution with a high degree of satistaction.

(1) Private Vendors and Producer-vendors.---The distribution of milk by private vendors and
producer-vendors remains a somewhat dificult problem. 1t is a noticeable feature in each centre that
the average gallonage per round by private vendors is much less than would be delivered by roundsmen
employed by treating-houses.  Consequently, until the average ronnd for such vendors is stepped
up to that obtaining for the treating-houses, it is obvious that complete cconomy and efficieney of
distribution is not likely to be achieved.

It is for this reason that the Commission has recommended elsewhere that one of the fanetions
of the local Milk Council should be to consolidate existing rounds at a more cconomic size.

The private vendor also creates a problem in respect of the organization of distributing all bottled
pasteurized milk, but the Commission is mindful of the fact that the private vendor has played an
important part in the building-up of the distributing trade, and his claims for consideration cannot
be lightly over-ridden,  The Commission is of opinion that any change to be made should be gradual
and should make full allowance for the welfare of efficient private vendors.

Zoning has created an additional problem in this respeet, and it is one to which the Central
Authority should give special attention. By allotting a particular vendor the monopoly of a given
round cireimstances are created under which the dissatisfaction of any individual customer can find
little or no outlet, and he must be content with the quality of service given by the private veador.
The competitive phase under which he could turn from one distributor to another no longer exists
and in its train there has undoubtedly come much dissatisfaction with those vendors who do not take
all possible care in secing that the consumer receives the type of milk which he requires and to which
he is entitled.

It was the opinion of witnesses hefore the Commission and of most of the consumer representatives
that the principle of zoning with its undoubted economies in distribution should be continued after
the cessation of hostilitics, hut it is equally certain that consumers generally do not wish the round
(o he restricted to only one vendor.  In the absence of the vending of milk of a wuniform quality, such
as bottled pagteurized milk, it would certainly appear that ab least two vendors  viz., one vending
hottled certificd raw milk and the other hottled pasteurized milk— would be necessary ineach zone.
In Wellington the nearby farmers compete within zones with the Wellington City Council, but
distribute loose raw milk.

The Commission is not qualified by reason of the limited nature of its inquiry to scleet any type
of organization as being the type which should operate in all centres and under all conditions.  We
have expressed our opinion on the merits and demerits of the types of organization as we have seen
them, but the question of change from one type of organization to another is one which involves careful
consideration and much greater attention to the implications of such change in the industry itself than
the Commission has been able to give. The matter is essentially one for consideration by the Central
Authority, and the Commission is of opinion that it is improbable that major changes can with adequate
reason be imposed in any centre except where conditions are such as to necessitabe and demand
immediate large-scale reorganization.  Under proper control by the local authority and guidance from
the Central Authority it is probable that future changes in any area can be gradually and cffectively
directed towards the type of organization giving the greatest advantages in efficiency and standard

ol service.
(‘HAPTER 8.—PRICES AND MARGINS

A specific task of the Commission is to ensure an adequate supply of milk of high standard af
reasonuble prices. The determination of reasonable prices must of necessity be related to the service
and quality of the commodity suppliecd. 1t must also take into adequate consideration all circumstances
attending the costs of production, collection, treatment, and distribution.  Yet the final result must
ensure that the price to the consumer is strictly a reasonable price.  The Commission’s task was to
investigate precautions and safeguards to be taken in production, collection, treatment, and distribution
necessary 1o ensure that the consumer reeeives adequate supplies of milk of bigh standard, but it is
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essential to guard against precautions and safeguards so elaborate as to increase the price of milk to
the consumer beyond a point at which the quantity of milk consumed would be seriously reduced.
The consumer must, however, be prepared to pay a price which is sufficient to cover all essential costs
necessary in the production of high-quality milk and to cover the cost of the vigilance, care, and treatment
needed to ensure that the high quality is maintained at least until it reaches the consumer. The Clom-
mission’s considerations of a reasonable price must therefore be sufficient to ensure---
(¢) Adequate supplies of milk of high standard from healthy cows :
(b) That the milk is produced under the best possible conditions of hygiene in the milking-shed :
(¢) That the milk is rapidly cooled after milking and held prior to collection at a temperature
sufficiently low to inhibit the growth of disease-producing organisms :
{d) That the milk is collected from the farm dairy and conveyed to the processing-plant or
distributing centre as soon as possible after milking :
(¢) That the milk is properly processed in order to ensure the destruction of disease-producing
organisms :
(f) That after processing it is distributed as quickly as possible to the consumer under
conditions of maximum safety and hygiene.
(a), (b), and (c) above are essentially functions of the producer and consequently can be considered
under the general heading of prices to producers.

Prices To PRODUCERS

The first function of price to the producers must he to ensure that a sufficient number of suppliers
will be induced to provide adequate quantities of high-quality milk.  The ultimate test of the adequacy
of price is whether or not sufficient quantitics of high-standard milk are readily availuble.  This means
that the price to the producer must be competitive with other forms of primary production open to such
producer. A price below the real costs of production will undoubtedly lead to further reduction in the
quantity being supplied or a partial or complete diversion of the land to other primary production.  The
Commission has had considerable evidence placed before it from a number of sources indicating, that
at the present time, particularly in Christchurch and Dunedin, there is a strong trend away from city-
milk production.

This trend is, in the opinion of the Commission, due Jargely to two important factors :—

(1) The cconomic attractiveness of other forms of primary production—e.g., sheep, dairy-
factory supply, and cropping :

(2) The considerable discomfort and hardship accompanying winter milking and the com-
paratively long honrs associated with continuous milking for 365 days in the year.
(There is no doubt whatever that the city-milk supplier who is attempting to achieve a
level supply is working under conditions which are, to say the least, distinctly unenviable
compared with those of any other primary industry.)

Much evidence was given on the question of alternative sources of revenue, particularly in the
Christchurch area, where part of the farm can be diverted 1o cropping, thereby causing a reduction in
the number of cows carried and consequently in the milk-supply. It is also true that to some extent
the alternative to city-milk production can he, and has been, somewhat overstressed, but the evidence
from producers, Stock Inspectors, and other reliable sources compels the Commission to give due weight
to the importance of this factor at the present time and under present conditions.

There does undoubtedly exist a strong prima facie case as to the present velatively unattractive
economic condition of city milk-production.

In a previous survey of the liquid-milk-supply position in the main centres (Fawcett, Munyo,
(’Shea, Cowell, 1942), the following comments are included :—

“ Present Supply.— Tt can be accepted that the supply position has been unsatisfactory
in various centres for a number of years past, and that rapid deterioration has taken place
under intensifying war conditions.  As evidence of this it is necessary only to state : -

“(1) The Price Tribunal has had numerous applications for revision of producer prices :

“(2) The Price Tribunal has been unable to effect other than temporary relief in that its

functions preclude that body from arranging sources of supply, and as milk is
a stabilized commodity prices to consumers cannot be altered. Kven though
consumer prices may in certain instances be reasonably high, the Tribunal has
difficulty in influencing distribution organizations even where it is considered
savings could be made :

“(3) Certain metropolitan areas have been forced to draw supplies from long distances

and from unregistered dairies. This has been detrimental to quality and wasteful
m transport :

“(4) During the present winter children have been to a great extent deprived of liguid

milk in schools in order that city and Army requirements might be met.

“ The position which has developed has been accentuated under war conditions, but is
not wholly attributable to such causes.”

In Dunedin particularly, but also in Christchurch, the evidence clearly indicates that the present
price is too low to be sufficiently attractive to ensure adequate supplies. In Auckland the competitive
nature of dairy-factory supply is strongly in evidence, and the position of the Fast Tamaki Pool of
suppliers, where seasonal supply is much more marked than in other pools (sce Chapter 2), is such that
the pool pay-out is below that of other pools. At the same time the producers claim that their net
profit position is as good as, if not better, than that of suppliers who attempt to achieve a better con-
tinuity of supply throughout the winter. This indicates that the present winter price is not sufficient
to induce suppliers to attempt to cater for anything approaching a level supply.

Certain qualifications governing an adequate price to the producer could be summarized at this
point :—

(a) The price must be competitive with other forms of primary production available to the
particular supplier concerned :

(b) The principal interest competing with city-milk supply is the butter or cheese factory ;
consequently the price to the producer must be related to the price paid to the ordinary
dairy-factory supplier, but must not be set so high as to result in a considerable swing
over from dairy-factory production to city-milk production, with the consequent
provision of too great a surplus of city milk :



53 H.—29a

(¢) The price should not be so high as to result in action restricting the number of licenses
issued for town supply, thus causing dissatisfaction amongst producers who wish to
compete on the city milk market :

(d) The price must be stable in order to ensure continuity of supply from one season to the
next. The prospect of a violently fluctuating price would inevitably be such as to
upset the stability of supplies of milk to the metropolitan area.

Computation. of @ Reasonable Price

The producers who cater for the city milk trade are essentially dairy-farmers, and consequently
must be considered as part of the dairy industry in New Zealand as a whole. Tn 1936 the New
Zealand Government instituted a guaranteed price for all butter and cheese produced in the Dominion
and decided that a single price should rule for all butterfat produced for manufacture throughout the
Dominion. Consequently, similar basic consideration should inevitably determine the framework
on which stability of city milk-prices rests.  The primary alternative to the city milk market is the
dairy factory, and the competing influence of the dairy factory lies in the guaranteed price for butter
and cheese.

Furthermore, much of the surplus milk produced by the city-milk supplier is disposed of to the
factory for manufacture into butter or cheese.

The Commission is of opinion, therefore, that the basic consideration in caleulating a reasonable
price to the producer must be that it shall return to the producer a price in keeping with the guaranteed
price value of his product, plus adequate allowance for the important differences in conditions ruling
between the average factory-supply herd and the average city-milk-supply herd.  The main differences
can be summarized under the following general headings (although there are many minor headings
which are not covered) :—

(1) Carrying-capacity.—The carrying-capacity on the eity-milk-supply farm is lower than that of
a factory supply farm under the same conditions. This is brought about by the fact that the supplier
must devote a greater area of his farm to the production of feed for his cows in the winter than the
factory supplier, who need only provide for the maintenance requirement of his cows in the winter.
It is more costly to buy supplementary feed in the winter than it is to produce it in most cases, and
as the city-supply herd must attempt to achieve as level a supply as possible it follows that a very
considerable amount of supplementary feed must be either grown or purchased as compared with the
factory-supply herd. Evidence of this reduction in carrying-capacity was supplied in all centres, and
the Commission is satisfied with the final opinion of producers in all centres that a city-milk-supply herd
carrying forty cows is a correct standard with which to compare a factory-supply herd carrying
forty-eight cows. Professor Riddet, Director of the Dairy Research lustitute, in evidence before the
Commission, fully agreed with this basis of comparison.

(2) Labour Units required.—The guaranteed price is based on two full-time labour units being
required to operate a farm carrying forty-eight cows. The average factory-supply herd in New Zealand,
however, is essentially a herd concerned with scasonal milking—that is, bringing cows into profit in the
months of July, August, and September and drying them off in the autumn months of April and May
{North Island conditions). Conscquently in the winter the average factory-supply herd is concerned
with milking only those few cows that are not in calf or which have aborted or calved late in the season.
These are normally few in number, and it can reasonably be said that the average factory-supply herd
provides for a milking-scason of approximately 300 days, whercas the city-milk-supply herd must
cater for full-time milking for 365 days in the year. Wellington producers claimed that thirty-three
cows was a sufficient number for two full-time labour units to cope with under city-milk-supply conditions,
but producers in Christchurch, Dunedin, and Auckland were in agreement that forty cows was a
reasonable number. Professor Riddet also expressed agreement with this figure, and indicated that in
his opinion, in order to produce milk under satisfactorily hygienic conditions, forty cows was a
reasonable and quite adequate number as the optimum for two full-time labour units. Department of
Agriculture reports of surveys in Christchurch and Wellington indicate approximate agreement with
this figure.

(8) Capitalization.—The guaranteed-price basis assumed a total capitalization of £75 per cow on a
factory-supply farm with the standard of forty-cight cows. This amounts to a total capitalization of
£3,600. The city-milk-supply farm invariably carries a higher land value owing to its proximity to the
city and carrics a higher value for farm equipment, including dairy and feeding sheds, milking-sheds,
cooling-equipment, &c. Producers have claimed that a figure of approximately £150 per cow would be
a fair approximation for a city herd, but in the opinion of the Commission, and on evidence supplied
from sources such as the Department of Agriculture surveys and the figures of producers themselves, a
capitalization of £100 to £120 per cow would be more in keeping with the real cost. The Department of
Agriculture surveys indicate a range from £88 per cow in Dunedin, £105 in Auckland, £1i1 in Wellington,
to £144 per cow for Christchurch. Consequently a standard farm under city-milk-supply conditions
comparative with the guaranteed-price-standard farm would carry a capitalization of approximately
£4,000 to £4,800.

(4) Labour Reward.—The labour reward for the farm owner or manager under the guaranteed price
is at present approximately £4 14s. 6d. per week (excluding house allowance, perquisites, &c., valued
at 30s.) and for farm workers approximately £2 17s. 6d. (excluding boarding-allowance of £1).  Under
city-milk-supply conditions both owner and worker are concerned with full-scale milk-production for
365 days in the year, as against the approximate 300 days by the owner of the factory-supply herd.
The hours of work are, if anything, longer because of earlier rising, and the conditions of milking during
the winter are undoubtedly irksome in the extreme. It is considered, therefore, that the labour reward
to the owner of the city-milk-supply herd should be at least £1 to 30s. more than the reward to the
owner of the factory-supply herd.  This would give him a total labour reward of something between
£5 14s. 6d. and £6 4s. 6d., or approximately £6 (plus house allowance, perquisites, &e., valued at
approximately 30s.).  This reward should be compared with the labour reward allowed to an individual
vendor vending approximately 60 gallons of milk (see section, ** Distributing Costs ). Approximately
60 gallons would be the production of the standard city milk-supply farm and it is considered that
the responsibilities, the risk of loss, and the capitalization involved fully entitle the farm-owner to a
similar reward to that of the vendor of approximately 60 gallons of milk.  The hired labour on a city-
milk-supply farm is also more costly, both because of the competing attraction of industrial employment
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in the city and because ol the increased  hardship  of  working under  the city-milk-supply
conditions.  Hoelidays have to be provided for to a greater extent than on the factory supply farm
hecause of all-the-year-round milking.  The Sommission is of opinion that a difference of 10s, to £1
per week would he necessary to recompense the owner of the citv-milk-supply herd for the inereased
premium he must pay as compared with the owner of the factory hevd inorder o secure adequate
labour. Inquiries by the Commission on farms which they visited, and also evidence submitted by
producers, substantiate the point that the owner of a city-milk-=upply farm pays ab least 10s. to £l
per week more for labour than the owner of a factory-supply farm.

(5) Production per Cow. On all the evidence placed before the Commission it does appenr thats
the production per cow of the average cow in the city-milk-supply herd is slightly lower than would
be the average on a similar herd under factory-supply conditions.  Considerable difference of opinion
existed on this point, and claims were made by the producers that the production of o cow calving
in the late summer and autumn would be ab least DO per cent. below what the same cow would produce
if she calved in the spring  that is, on a total lactation-vield basis.  The Dunedin producers cladmed
that an average produetion of 400 gallons per cow was typical of Dunedin conditions ; Christchurch
claimed an average of 500 gallons as being typical ; Wellington producers submitted evidence to the
offoct that a census taken over the past six years indicated an average yield of 426 gallons per cow ;
and Auckland producers stated that an average yield of 500 gallons per cow could reasonahly he accepted.

The Commission is satisfied there is a lower yield in prodaction per cow for the cow calving in the
late summer and carly autumn months, but that the amount of this reduction is undoubtedly Tinked
with the feeding standards prevailing on the farm concerned. A number of farms visited by the
Commission bore ample testimony to this fact. The owners of some of the high-producing Terds
indicated that, provided the cow was well fed throughout the autumn and winter, they could expect
a total yield substantially the same as that for a cow calving in the spring. The Department of
Agriculture’s survey for the various districts indicated an average production of approximately
560 gallons at Dunedin, 620 gallons at Christchurch, and 507 gallons at Auckland.  Kvidence was
given by the Herd Recording Supervisor, Mr. C. M. Hume, and also by Professor Riddet coneerning
the influence of month of calving on total production. Tvidence was also available to the Commission
on the production fignres for herds tested in the various distriets, and for the ““ effective ” average
production for factory-supply herds in the district. After weighing up the evidence from all these
sources the Commission is satisfied that a production of 500 gallons per cow can reasonably be expected
of city-milk producers under reasonably efficient conditions. The Commission 1s, however, fully aware
of the very considerable differences existing between the different centres and between the different
farms in cach centre.

Again, in order to keep the comparison strictly in line with the guaranteed-price standard of 250 [h.
fat per cow adopted for the factory-supply herd, the Jommission s satisfied that a 10-per-cont,
allowance Lor the whole herd to cover the loss due to out-of=season calving of a portion of the herd iy
yuite adequate. This would result in an average per-cow production of approximately 225 . fab
for city-milk-supply herds. To produce 225 1h. of butterfat ab a 4-3-per-cent. test a cow must produce
approximately HO6 gallons of milk. Tt should be borne in mind, however, that this figure is for all
cows carried on the farm and intended for milking. )

The Commixsion therefore ccommends that 500 gallons of milk per cow at a 4-3-per-cent. test
he accepted as the standard on which to assess a reasonable price.

(6) Cost of Winter Feeding. An allowance for this item is difficult to assess in view ol the
difference hetween herds within distriets, and even between distriets in the practice followed.  Some
farmers grow all their supplementary feed requirements, others purchase most of it. The labour
allowance takes into consideration the importance of home-grown foed (and its economy as compared
with the purchase of such feed), and the Commission has therefore made no speeial provision for this
item. The Wellington thirty-mile area suppliers and the Dunedin suppliers have a claim to special
consideration under this heading.

AssussMENT oF Baste Prics

Using only the above differentials it is now possible to assess what should be a veasonable reward
to the producer under city-milk-supply conditions as compared with the producer under factory-supply
conditions. A factory-supply herd with two labour units at the guaranteed-price standard of 250 1b.
of butterfat per cow would produce 12,000 1b. of butterfat. The average cheese-factory pay-out for
1941-42 season was 18:025d.  This excludes the allowance made to cheese-factory suppliers i the
1942-13 season of 0-61d. per pound butterfat. 1f this is added, it brings the approximate pay-out to
18:636d. (A city-milk sapplier is compared with a cheese-factory supplier because both these suppliors
send their whole milk to the factory. A butter-factory supplier separates the milk at the farm and
sends only the cream to the factory, retaining the skim-milk for pig-rearing.) A small allowance would
have to be made to the city-mille supplier for the possible value of whey which the cheese-factory
supplier can obtain for pig-rearing, and a figure of 19d. per pound butterfat appears, in the opinion of
the Commission, to be a reasonable figure for the butterfat basis of caleulating city milk prices.

The total working and maintenance costs on the average town-milk-supply farm are reasonably
comparable with those on a factory-supply farm and it is conxidercd that no special udjustmcxit
necessary for this part of the total cost.

The gross return to the town wilk-supplier under factory-supply conditions would therefore be

£
12,000 1b. butterfat at 19d. .. .. .. .. .. .. . 950
Add increased labour reward for owner, say, £1 5s. 6d. per week .. .. .. 66
Add inereased Inbour-cost for farm worker, casual labour, and holidays, say, 15s. per
week .. .. .. .. .. .. .. .. .. DY
Add interest at 4} per cent. on increased capitalization (£4,400 — £3,600 = £800) .. 36
Total costs for standard city-milk-supply farm .. . . .o £1,001

Production == 40 cows X H0U gallons == 20,000 gallons

£5,001 )
20,000 = 13-1d. per gallon.
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This method of arviving at the approximate cost of production of town milk is in principle elosely
relabed to the manner in which the price of wilk in the Wellingbon supply arca has been assessed by at
least two arbitrators (Siv Francis Fraser and J. 8. Barton, Hsq., C.M.GL).  As the price mechanisw in
Wellington has been and still is subjeet to agreement by arbitration (under statute) and as that mechanisim
has [unctioned satisfactorily over a period of approximately twenty years, the Commission 1s of opinion
that any alteration in the price structure should continue to be made in the manner already indicated
in the agreement.

The above figure, then, of approximately 13d. per gallon is, in the opinion of the Commission, a
firure to which the producer is reasonably entitled for the production of miltk of high standard and
produced s a reasonably level supply for 365 days in the year.

The Conmission is satisfied that such a figure would constitute a  reasonable ” price to the producer
in terms of the requirements of an adequate supply of milk of high standard. — There may be further
refinements which should be introduced into the comparison hetween factory and city-milk-supply herds,
and it the Commission’s recommendations regarding the setting-up of a Central Authority are given
effect to, then the proper collection of data will enable the final basis to be properly established.

In the fixing of seagonal prices to provide an annual return of approximately 13-0d. to the producer
ab the farm-gate the Commission emphasizes that proper disposal of surplus milk at a price commensurate
with the price of liquid milk is essential.  Creanushould, for the same reasons that apply in the case of
milk, be produced on farms properly licensed to supply city milk. 1t should therefore carry a price
which will refurn to the producer a price equal to the milk necessary for its manufacture. If this
principle is applied in fixing cream-prices (and properly adjusting the treating and distributing margin),
there should be a minimum of loss to the producer in the disposal of surplus mill,

The seasonal producer with a heavy surplus in the suimmer must, of course, dispose ol considerable
quantities of surplus milk to the factory at nanuiacturing rates, but the Commission has caleulated the
cost of production not on the seasonal producer’s costs, but on those of the producer whose supply is
reasonably level and of © aceredited 7 standard. 1t is this latter supplier whose price should be protected
by the operation of high winter rates and eream-prices commensurate with the value of the milk used
in its manufacture,  Should the Commission’s recommendations in this respect fail to return an adequate
price per gallon to such an efficient producer, then the Commission recommends that the Central Authority
take appropriate steps to assure such a return.

Furthermore, in order to fulfil the requirement that the price to the producer should remain reason-
ably stable, it is of considerable importance that any increase in the guaranteed price should automatically
he translated into the price to the city-milk supplier.  The principles governing the actual assessmont
ol his price is dealt with elsewhere.  Sufficient here to recapitulate that the basic price for the city-mitk
supplier must be related to the guaranteed price for butterfat, but must take into lull consideration,
without understating or overstating the margin of difference involved, all steps necessary to cusure
sullicient licensed suppliers to keep the metropolitan area fully supplied with adequate quantitics of
milk of high standard. .

SurrLus MiLx

Having assessed what is a reasonable price to the producer in order to ensure an adeyuate supply,
it is necessary to deal with the problems ercated in the organizing of an adequate supply.

Under the following chapter on supply full consideration is given to the question of what cou-
stitutes an adequate supply and the provision of a proper surplus.

The question next arises as bo how this surplus can best be organized and by whom the cost ol it
shall be borne.  Naturally if the producers are being asked to provide adequate supplics, and this enfails
the provision of a surplus of milk, then it is only fair that the producer should be adequately recompensed
for the provision of this surplus.  On the other hand, the consumer should be protected against any
undue burden of cost caused through failure to organize properly either the amount of the surplus or
its disposal. There are several ways in which surplus milk in the winter-time can be disposed of.  These
fall under the following two main headings -

(1) Separation into cream and sale as sweet cream to consumens :

(2) Kither separation into cream and supply ol cream to a butter-factory or straight-out sale
of the milk to a cheese-factory or other concern interested in the manufacture o milk
products —e.¢., condensed-milk factories, chocolate-factories, ice-cream manufacturers,
and so on.

Kstimates of the consumption of eream in a city indicate that a margin of 10 per cent. surplus milk
in the winter would be less than the quantity required by the public in the form of cream.  Forinstance,
the Auckland public in the 1942 winter months consumed, in the form of cream, approximately [H per
cent. of all milk sold. By a proper adjustment of the price of cream it is possible that the utilization
of surplus milk in the winter could be organized without any appreciable loss to the producer or any
increase i cost of milk to the consumer.  This question is, however, further discussed in the following
chapter on supply, and will not be commented on farther at this stage.

Sarplus milk in the summer provides a different problem and would have to be disposed ol 1o best
advantage cither to ice-cream manufacturers, cheese-factories, butter-factories, or some other manu-
facturing source.  Again the course to be adopted will he dictated by the most abtractive economic
disposal of the milk.  The cost of surplus milk should undoubtedly be spread over producers as a whole,
and this can only be achieved by proper organization. At the present time simall vendors and producer-
vendors have to carry little or no surplus.  In certain areas, particularly Christchurch, and to some
extent Dunedin, the producer-vendors endeavour to secure a level supply throughout the year, ut
particularly in Auckland and Wellington, the producer-vendors depend to a gonsiderable extent on the
treating-houses to make up their shortages of milk in the winter. Naturally this adds considerably to
the problem of surplus milk, and it is probuble that some added price should be paid by such producer-
vendors in the winter in order that they shall he carrying their fair share of the cost of surplus milk.

The question as to who should organize the supply of wilk to the city and the detailed manner
in which surplus can best —that is, most cconomically—be handled, is & matter which is discussed in
the preceding chapter on organization. The authority accepting responsibility for the supply of milk
to the metropolitan area must inevitably accept the responsibility for the cconomic disposal of surplus
milk 50 as to ensure that an undue hurden of cost is placed neither on the producer nor on the consumer.
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Standard of Shed Hygiene

The reward to the producer must be such as to recompense him for the vigilance and care he is
asked to exercise in the production of milk of the required standard. On the question of hygienic
conditions in the milking-shed, healthy cows, and adequate cooling and dairy facilities, these will be
controlled partly by the standards laid down by the Department of Agriculture in the terms of the
license for a supplier of city milk, but will also be the special concern of the Central Authority and of the
Dairy Farmers’ Co-operative Milk Supply Association, both of which are concerned in encouraging a
high standard from all suppliers. The Commission recommends that the full price shall be payable to a
supplier of city milk only if the conditions of milk-production conform to the standards finally decided
upon as those necessary for ““ accredited ”’ herds.

Accredited Herds

*“ Accredited 7’ standards should be finally determined by the Central Authority in consultation
with the Department of Health, Departiment of Agriculture, and Dairy Research Institute, but should
include :—

(1) High standard of milking shed and dairy building and equipment.
(2) (a) Facilities of a standard capable of cooling milk to and of holding it at a temperature
of not more than 10° F.

Until such time as adequate supplies of refrigerating equipment are available
the Commission recommends that the following conditions be accepted in licu
of the above :—

(0) Facilities of a standard capable of cooling milk to and of holding it at a temperature of
not more than 60° K.

(3) Approved methods of herd-replacement, and, in the case of herds supplying vendors with
raw milk, should include six-monthly testing for T.13.  As soon as possible T.B. testing
of all milk-supply herds of ““ accredited ” standard should be carried out and replace-
ment stock purchased from herds which have been similarly tested.  This problem
18, however, intimately linked with the steps to be taken nationally in T.B. elimination.

(4) High standard of milking-shed hygiene by farmer and employees.

Payment of the appropriate bonus, recommended as 0-56d. per gallon, for herds of ** aceredited ”
standard should be made as soon as standards can be finalized by the Central Authority and the herds
so classified.

MILK-COLLECTION

The prompt collection of the milk twice daily from the farm dairy for as Jong a period as possible
throughout the year, and certainly at least during all but the winter months, is essential if the consumer
i to receive milk in as fresh a condition as possible.  The Commission has had evidence in each centre
that, although zoning has in most cases been efficiently carried out on the distributing side, little or no
attempt has been made to cope with the zoning of the collection of milk, and it is quite certain that
considerable economies can still be effected if collection of milk is properly rationalized. For this
purpose it would again appear that a proper organization of producers could best organize the collection
of milk by contract arrangements with carricrs or by employment of their own trucks ag in the case of
the Wellington Dairy Farmers’ Association.

A point which received a considerable amount of attention and which has been the subject of much
comment by producers is the question of where the milk should be collected--at the farm-gate or at the
farm dairy. The Commission 1s of the opinion that the price paid by distributors for milk should include
the cost of cartage, and that the producers can best be left to effect the economical collection of milk
and can decide amongst themselves whether milk shall be collected at the dairy or at the farm-gate.
The position from the producers’ side was summed up in the final submissions by the Auckland pro-
ducers when they stated :—

‘ There is one point which has been mentioned in connection with cartage which we would
stress—that is, the collection of milk at the dairy and not the farm-gate. 1t is more cconomical
for the milk-carrier to drive into the dairy than to have several hundred individual
farmers starting up trucks, tractors with trailers, or catching and harnessing horses twice a
day in order to cart the milk 50 or 200 yards to the farm-gate. In Auckland for a number
of years it has been the practice of farmers to have cattle-stops or special entrances to enable
a lorry to collect from the dairy. In the event of universal refrigeration it would be
absolutely essential. It would be useless cooling milk to 40° F. or 45° F. and then leaving
it standing on the side of the road in summer in Auckland for any length of time. If farmers
are unable to provide satisfactory entrances to their dairies, suitable roadside covered stands
must be provided.”

The Commission is of opinion that this submission made by producers should be given adequate
consideration. Many producers have indicated that they are fully prepared to pay for the service of
having the milk picked up at the dairy. If the collection of milk is included in the price paid to the
producer and the organization of such collection left in his hands, there scems little room to doubt that a
satisfactory solution to this problem can be arrived at for all concerned. It certainly would, in the
opinion of the Commission, be undesirable to continue the practice of collecting milk from wayside
stands if refrigeration has been insisted upon on the farms. Lorry breakdowns or other circumstances
which might upsct the time-table of the collecting lorry would undoubtedly prejudice the value of the
refrigeration of the milk prior to it having been placed on the stand with a view to its immediate
collection. Consequently the suggestion of the Auckland producers is not only a time-saving suggestion
so far as the farmers are concerned, but is also an important function of the control of the quality of
the milk.

If the collection of milk is left in the hands of the producers, and assuming that the distribution
of milk continues as under the present organizatiou, there should be little difficulty in proper arrangements
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being made for the supply of milk to the respective vendors at a cost which should not be in
excess of the present cost.  The position of producer-vendors would, however, be unchanged.  Costs
of collection in the four centres are shown in the following table :

Inward Transport Costs
Per Gallon.

Wellington .. Weighted cost of transport from Wellington Dairy Farmers’ Co-operative  d.
Association suppliers and Rahui suppliers .. . .. 1-460
Auckland .. Cartage cost for all suppliers for one representative treating-house .. 0-843
Christchurch .. Cartage cost for all suppliers for one representative treating-house .. 0-750
Dunedin Cartage cost for Dairy Farmers” Co-operative Milk Supply Co. .. 1-126

With rationalization of collection and the control of all colleetion by the Dairy Farmers’” Milk Supply
Co. it is highly probable that the average cost of collection per gallon on all milk could be reduced.

PAYMENTS FOR MILK SUPPLIED
Payments by Vendors

The following discussion assumes the existence of a Dairy Farmers’ Co-operative Milk Supply
Association in each area with the full responsibility for supply of all milk and cream to the metropolitan
area.  Should no such Association exist, then these prineiples must be accepted as applying to
whatever organization—e.g., Metropolitan Milk Council —exists for the organization of supply.

The price to be paid by vendors for milk supplied through the Dairy Farmers” Co-operative Milk
Supply Association should be finally determined for cach arca by the Central Authority after due
consideration of the Commission’s recommendations. The vendor price should represent the price
per gallon fixed by the Central Authority as the annual quota rate for prices payable to producers.
For the purpose of illustration the principles of these recommendations are shown below, based on a
presumed annual quota price to producers of 13d. :—

() The price per gallon to be paid by vendors and treating-houses would be based on a standard
aallon of milk testing 4-3 per cent. butterfat and at the rate of 9-Dd. per pound
butterfat--7.c., 4-2d. per gallon, plus 88d. per gallon for quantity, thus giving an
overall price per gallon of 13d. :

(b) The average butterfat content of milk for a given area should be determined on the basis
of the known butterfat content of the milk for all that portion of the supply which
is being tested regularly for butterfat content.  The Central Authority, after con-
sultation with the local Milk Council and the Dairy Farmers’ Co-operative Milk
Supply Association, should determine whether the hutterfat content should be fixed
annually, quarterly, or monthly, according to the requirements and conditions in that
arey

(¢) The price payable by all vendors for butterfat content should then be increased by 0-1d.
per gallon above 4-2d. for every O-1 per cent. increase in the fat content above 4-3 per
cent. and decreased by O-1d. below 4-2d. per gallon for every 0-1 per cent. decrease
in the fat content below 4-3 per cent.  The price per gallon for quantity would remain
at 8-8d. irrespective of the butterfat test of the milk:

(d) Treating-bouses which with the approval and under the control of the Milk Council are
carrying out hutterfat tests for cach supplier should pay the Dairy Farmers’” Co-operative
Milk Supply Association in accordance with the results of those tests - that is, at the
rate of 9:5d. per pound for butterfat content plus 8-8d. per gallon for quantity :

(¢) To the price payable per gallon as outlined above should be added an allowance computed
by the Central Authority as the appropriate cost of cartage for all milk to be collected
by the Dairy Farmers” Co-operative Milk Supply Association plus the levy to be
collected on behalf of the Milk Council.  (The Commission considers that the Milk
Council levy can more casily he colleeted by the Dairy Farmers’ Co-operative Milk
Supply Association as an addition to the vendor price.)

The Commission is fully aware that there are many difficultios involved in introducing such a
system of payment as that outlined above, particularly in areas where no regular testing for butterfat
content has been carried out and where pavment has been based wholly on gallonage.  These
diflicultics should gradually disappear as more and more regular testing is undertaken, and it should
be borne in mind that the objective of testing for quality will not be achieved until daily sampling of
all milk becomes possible.

In the meantime the above recommendations suggest a means whereby pavment can, to a
reasonable extent, be based on the butterfat-quality of the milk in each arca.  The consuming public
will then have the satisfaction of knowing that future inereases in price will be strictly correlated with
improvement in quality.

The standard price payable by vendors as quoted above would necessitate the building-up of an
Equalization Fund by the Dairy Farmers’ Co-operative Milk Supply Association so as to enable higher
prices, in conformity with the rates fixed by the Central Authority, to be paid for the autumn and
winter months.  This would require the vendor price to be fixed as from the first day of the first summer
month in each area.

All contracts between vendors and producers should in future be made through the Dairy
Farniers’ Co-operative Milk Supply Association, but, except for any special circumstances to which the
Central Authority may give consideration, all payments should be made direct to the Supply
Association.

Uncarned Margins

Where a vendor is distributing loose raw milk, bottled raw milk, or loose pasteurized milk and
is receiving the full retail price fixed for bottled pasteurized milk, then he i receiving payment for a
margin of cost which has not been incurred.  Such marging are at present being retained in full by
vendors in all arcas except Auckland.  In the case of loose raw milk this unearned margin would be
approximately 34d., for hottled raw milk it would be approximately Iid., and for loose pasteurized
milk 2d. per gallon.
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The Auckland Metropolitan Milk Council directs the vendor to pay such uncarned margin hack
to the individual producer from whom the milk is purchased 1 but this affeets loose raw milk only,
beeause in Auckland there 3x a margin of 2d. per gallon between the retail prices of loose and hottled
milk.  The principle that these unearned marging should not be retained by the vendor is sound. hut
the Commission is not satisfied that the individual producer should receive them. The evidenee presented
15 insufficient to establish that any extra effort 18 made by such individual producers to bring their
herds up to a standard which wouald justily the full retention of such margins.

If the Commission’s recommendation that all raw milk purchased by raw-milk vendors should he
purchased from the Dairy Farmers” Co-operative Milk Supply Association werve adopted, then unearmed
margins conld be collected as an addition to the price charged.

Producer-vendors should also pay uncarned margins to the Dairy Farmers” Co-operative Milk
Supply Association, but as no purchase-money would pass through the hands of the Supply Association
this could best be (l(mc by way of increased levy.  Special consideration should, however, be given o
producer-vendors in the assessment of the levy for unearned marging, because their costs, as compared
with those of more distant supphiers, are high.

All unearned margins collected by a Dairy Farmers” Co-operative Milk Supply Association should
be allocated to a Special Fund, such fund to be held on behalf of the Central Authority and be drawn
upon as approved by the Central Authority for the following purposes -

(@) Loans to producers for the purchase of equipment such as rof"rigem{mm, or other such
dairy equipment necessary to bring their shed and dairy standarvds up to = aceredited
standards :

(0) Financial assistance to the Dairy Farmers’™ Co-operative Milk Supply Association to set
up and equip a testing laboratory :

() Organizing the purchase of young stock from approved fested herds and arvanging for
these to be grazed oub and reared for later use as replacements in ciby-milk-supply herds

() Any other purpose of an organization or cducational nature designed to assist suppliers
in problems of feeding, husbandry, and shed hygiene

(¢) Kinaneial assistance to ‘rho Metropolitan Milk Coueil for approved purposes such us educa
tional work on the vending and consuming side of milk hygiene : ‘

(j) Any other purpose which the Central Authority may direct or approve.

The Commission recommends that items (a) and (b) be given priority consideration.

The Special Fund comprising uncarned marging is hk(ly to be a gradually reducing fund as the
vending of Joose raw milk is replaced by bottled milk.  The use of { how funds should thevefore, ag far
s l)osslblo be confined to initial expenditure of a non-recurring nature so as to avoid diflicultios of
finance when the revenue from this source falls away.

Payments to Producers

The Dairy Farmers™ Co-operative Milk Supply Association should he vesponsible for all payments
to suppliers (except producer-vendors) and should make all payments for milk supplied as follows,
At the rate of, say, 9-bd. per pound butterfat for the butterfat content of the milk plus the quantity
rate per gallon necessary to bring the price of a standard gallon of milk to the quoti rates fixed by the
Central Authority. The standard gall(m of milk should be ascertained by reference to- the average
butterfat test for all milk tested during the period under review.

The system is essentially the same as that at present operating in Wellington, except that the
butterfat rates are half the butterfat value of the milk ; the remainder of the payment would be the
same in principle as Wellington’s *“ added value ™ system for gallonage except that it would constitute
by far the greater portion of the price.

Leagpient for ™ Aceredited ™ Standards

Payment to individual producers whose herds ave not ol = aceredited ™ standard would he at the

ate of $d. per gallon less than the quota rate.

I’Lym(\nt by wendors to the Dairy Farmers’ Co-operative Milk Supply Association would be con-
ditioned by the proportion of producers in that supply arca whose supply was of = aceredited ” standard,
Tf half the producers were © aceredited,” then the rate would be only {d. less than the full guota vate,
and the full guota rate would he |myxl)h* as soon as all suppliers were of " aeeredited ” standard.

In this way vendors would pay inereasing prices only as the quality of the milk-supply improved,
and producers would receive additional payments in keeping with their standard of production.

The Comniission has deseribed as much detail as is possible in order to indicate the general working
of the price mechanism but is fully aware that many details remain to be clarified.  These must remain
the responsibility of the authority fixing and operating the price mechanism, and experience will be
necessary before determining the de unk of the system finally adopted.

Maximum Payment for Bullerfat Conlent

The problem of setting a ceiling on the payment for butterfat content has been ereated in Wellington,
and to a lesser degree in Auckland, mainly by the practice of buying from accommodation sources of
supply.  Such milk is invariably hwh testing (being comprised to a considerable extent of milk from
stripper cows and cows i late lumtmn)~ and the following information from the Wellington Milk
Department indicates the savings that would have been made had milk-testing above 5 per cent. butterfat
been paid for at the 5 per cent. butterfat rate. The table also indicates the high cost of winter milk
due to this factor -

Saving that would have
acerued if Milk paid {or
5+0-per-cent. Rato.

Pounds Milk tosting

Seop 1
Period 194243, over 50 per Cent.

£ os0d
16th April to 15th August .. .. .. .. 4,918,614 i 5,003 17 8
16th August to 31st January . . . oo 309,696 ‘ 0 1 9
1st February to 16th April .. . .. .. 2,858,642 622 H Y

Total for year . .. .. L 3,080, “‘)7 3,666 1 2
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"Mhe problem of deciding what ceiling, it any, should be fixed s difficult on the limited evidence
available Lo the Commission, but we are of opinion that ihe neeessity for fixing such a ceiling will largely
disappear as dependenee on ** accommodation ” supplies of milk ceases.

The following table illustrates this problem and indicates the high test and, under the Wellington
systent of payment, the high cost—of milk from sources other than the regular supply sources of Ruhui
and the Wellington Dairy Farmers” Asgociation.  The figares are for May, 1913 :—

souvee of Hll[ilrli\'. f‘,)lll":"‘n,]\ ‘ I;lll‘\\t'\I.'\".:‘lv:l‘;{‘li(‘:\t. ‘ ;\l)\(f;]'zl(f:,f:l’l]'();lfb
o !
i Giallons, ’ i d.
Levin . . : oo HOL812 H+6 \ 3139
Shannon .. . .. .. o 21,621 i et 1 21-95
Tokomaru .. .. .. .. 6,676 ‘ D6 2171
Wellington Dairy Farmers” Association . . 200,272 i 1-9 ‘ 19-20
Rahui suppliers .. .. .. o 79,210 H-l 19-86

|
i , |

The Commission recommends that the Central Authority take appropriate action to set a ceiling
on hudterfat puyments if the application of recommendations on organization of supply fail to eliminate
high-testing milk in any arca.  The Commission is of opinion that a ceiling between D20 per cent,
and Db per cent. would be reasonable.

Attention should be drawn to the fact that the tests quoted in the above table are average Lests
and that milk from individual suppliers tests as high as 7-0 per cent.

Propucer Prices

The Central Authority should be the final authority on prices to be paid o producers and also
upon the methods of payment, but each Dairy Farmers’ Co-operative Milk Supply Association should
hive o certain amount of autonomy in this respeet in order to meet Tocal conditions and the expressed
wishes of their members as a whole.  Recommendations from Supply  Associations carried by an
adequate majority in annual meeting on any proposed alterations to the methods of payment or of
working should receive full congideration by the Central Authority.

The Commission’s recommendations are as follows : -

(@) All permanent suppliers should be vequired on Tst September or some such convenient
annual date to declare a daily quota of milk for the following twelve months. (This
system operates in Christchurel and has proved to be the most successful of the systeins
ab present operating. A typieal agreement is set out in the Appendix) :

(b) The proportion of the total of all quotas that is represented by total sales of liquid milk
should be computed each month, and cach supplicr shall he paid for that same proportion
of his declared quota at the rate fixed by the Central Authority :

(¢) Cream rates should be paid on so much of the remaining portion of cach supplier’s quota
as represents his due proportion of the amount of cream sales.  Any surplus from
cream sales over and above that necessary to pay the full amount of the quota should
he paid to cach supplier according to the proportions of each quota

(d) All remaining milk supplied should be paid for at realization value .., manufacturing
value :

(¢) The full quota price fixed by the Central Authority for milk of high standard should be
hased on milk supplied from * aceredited 7 herds. A deduction of, say, 0-5d. per gallon
from such quota price should be made for milk supplied from herds which are not of
“accredited ” standard :

(f) Adequate penalties should be imposed by the Dairy Farmers’ Co-operative Milk Supply
Association on all milk graded helow the standard finally determined by the Central
Authority.

Seasonal Prices to Producers

The Commission has outlined the need for fixing seasonal prices to producers in order to discourage
heavy summer surpluses and to cncourage winter production.  The Arbitration decisions 1n the matter
of price to Wellington producers have recognized the high cost of winter production and have set a
standard for payment of winter milk at approximately 80 per cent. more than payment for summer
mill. The Commission is satisfied that a differential of approximately this amount is desirable in the
interests of an adequate supply and recommends thercfore @

(1) That there be three periods of priee to suppliers -namely, summnier, autumn, and winter :

(2) That summer milk be paid for at approximately 2d. to 24d. above-the average butterlat
value of the milk calculated at 19d. per pound:

(3) That autumn milk be paid for at a premivm over summer milk of approximately 2d. to
3d. per gallon:

(4) That winter milk be paid for at the summer rate plus approximately 80 per cent.

The scasonal prices paid should, however, be suilicient to return an overall price of approximately
13-0d. per gallon for all milk supplicd from ** aceredited > herds with reasonably level supply, and for
milk with an average annual butterfat content of approximately 4-3 per cent.  The average overall
reburn should inerease or decrease by 0-1d. for every 0-1 per cent. above or below the 4:3 per cent.
standard.

Application of these Payments lo cach Metropolitan Area

Dunedin.- The present quota price to Dunedin suppliers is -

&5d. per gallon for the months October to February inclusive :

10-0d. per gallon for the months March and April:

12:0d. per gallon for the months May and September :

12:5d. per gallon for the months June, July, and August.

10-3d. per gallon - the average annual quota payment.
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The Commission recommends the adoption of three seasonal periods comprising i
Summer, five months; autumn, threc months; and winter, four months,
and distributed a,ccor(lmg to the months agreed upon between the Central Authority and the Dairy
Farmers’ Co-operative Milk Supply Association as representing typical Dunedin supply area scasons.
The Commission recommends that an immediate increase be made in the seasonal quota rutes
$0 as to provide prices in the 1943-44 scason, as follows :—
Per Gallon.

d.
Summer .. .. .. .. .. .. o940
Autumn .. .. .. .. .. .. .. 110
Winter .. .. .. .. . .. .. 1740

Annual quota .. . .. .. .. oo 12-2

These increases are, in the opinion of the Commission, urgently necessary to prevent further
deterioration of the present position and to secure adequate supplies in the winter of 1944, The full
payment could then be gradually secured as the general standard of supply improves to the point
approved by the Central Authority as the desired standard.

Christchurch.—The present quota price to Christchurch suppliers is :

9:0d. per gallon for the months September to February inclusive :
11-0d. per gallon for the months March and April :
14-6d. per gallon for the months May to August inclasive,
11-17d. per gallon == the average annual quota payment.

The Commission recommends that one summer month be taken and added to the autumn months,
and an immediate mcrease be made in the annual quota rate to 12-2d. based on quota prices per gallon
of 9:0d. summer, 11-0d. autwmn, and 17-0d. for winter. This gives a similar payment to that
recommended for Dunedin for the 1943-44 season, and again the full increase in price should acerue
to the Christchurch producers in conformity with improvement in standard of supply.

Auckland .- -The present quota prices for Auckland are :—

10-25d. per gallon for the months September to February inclusive :
14-25d. per ”l”()l] for the months March to August.
12:25d. per gallon == the average ¢ “anunal quota payment.

The Commission recommends that three seasonal periods be created-—-
Summer, six months ; autumn, two months ; and winter, four months.
For autumn, the months of February and March are suggested, and for winter the months of April to
July inclusive.

In order to improve the winter supply position for 1944 and to adjust the annual quota rate to
12-5d. per gallon in order to accord with quota rates for Christchurch and Dunedin (based on Auckland’s
average test of 4-3 per cent. compared with 4-0 per cent. for Christchurch and Duanedin) the Commission
recommends that an increase of 0-75d. per gallon be paid on the four months winter price for 1944.
"This should increase the present winter price for the months April to July inclusive to 15-0d. from the
present level of 141-25d.

The Conmission is of opinion that the present summier price of 10-25d. per gallon is high and is
unduly attractive to the seasonal producer. When quota rates arc being hna,lly determined by the
(fentral Authority consideration should be given to lowering the summer quota rate and increasing the
winter rate accordingly.

All payments as recommended above to producers in Dunedin, Christchurch, and Auckland should
be increased by the payment of, say, 0-5d. per gallon for milk used for liquid consumption and supplied
from herds of * aceredited ™ standard.

The ““ accrediting » of herds should proceed as soon as matters of organization and standards have
been finally decided.

Wellington.——The Commission is of opinion that the terms of the statutory agreement between
the Wellington City Council and the Wellington Dairy Farmers’ Co-operative Association, Litd.,
relating to “the fixation of price are JtM(wtory as a proper basis for negotiation and agreement.
Wclhngton producers, particularly in the 30-mile avea, produce under conditions not entirely favourable
to city-milk production, and the higher quota price received by these producers is, in the opinion of the
Commission, justified. It should be pointed out that quota prices do not reflect the average price received
by the producer for all milk supplied, and the Wellington Dairy Farmers’ Co-operative Association,
Ltd., average pay-out for the past two seasons has been approximately 12:56d. This is due in part fo the
influence of seasonal production and does not. reflect the pay-out which would be received by a * level ™
supplier. The price for quota milk in the Wellington area is based mainly on the butterfat content, of
the milk and is calculated from the composite price for butter and cheese and thus accords with the
Commission’s recommendations regarding the guaranteed price for butterfat as a basis of the price
calculations.

(feneral Noles on Producer Prices

The Commission would make it clear that the approximate reward to producers fulfilling the

chuuuncnth of a 365-day production of a level supply of high-quality that 18, from herds of

“accredited Htandardﬁ— should be approximately 13:0d. per gallon for all mailk produced. Quota
payments can only ensure that the pomon supplied for sale as liquid milk will average approximately
13-0d. per gallon, and the Dairy Farmers” Milk Supply Association will be dependent on the economic
disposal of bll]])]ll.\ milk in order to build up the remaining portion.  For this reason the Commission
has recommended the granting of reasonable priority powers to the Supply Association over the supply
of milk for all milk or milk products used in the metropolitan area in order to enable it to secure the
cconomic disposal of as much of the necessary surplus as possible. Though the Commission has stressed
the responsibility of the Supply Association to provide an adequate surplus, and the necessity of
ensuring the fair spread of the cost of providing such surplus, it should e borne in mind that the real
cost, of .sulplus is rightly a charge on the consumer either directly through the price of ret tall milk or
indircetly through some other milk product. 1f through lack of powers the Dairy Farmers’ Milk Supply
Association 1s unab](, to dispose of surplus milk cconomically through other milk products, then
consideration must be given to recovering the cost through the selling price of milk retail and wholesale.
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Tn order to enable the Central Authority to introduce the suggested improvements in methods of
treatment and distribution and properly to assess margins through the examination of accounts after
such reorganization, and at the same time to permit such a payment to be made to producers as will
ensure adequate supplies, the provision of supplementary funds may be necessary. In the opinion of
the Commission it would be most undesirable to alter retail consumer prices beyond the amounts
suggested by the Commission until reorganization has been effected and final margins have been properly
assessed by the Central Authority. If, however, an increase in the price of milk to the consumer is
otherwise unavoidable, the Commission recommends the Government to consider the provision of a
subsidy through the Central Authority as a temporary measure.

Price oF CrREAM

The Commission has indicated the necessity for the price of all milk products produced from ecity-
milk supply bearing its fair and appropriate share of the cost of the milk needed in their manufacture.
All the arguments which apply to the necessity for drawing liquid-milk supplies from registered sheds
under good standards apply with equal force to the cream consumed by the public. (Cream being
normally 40 per cent. butterfat and 60 per cent. milk.) 1t is therefore important that cream-supplics
be drawn from fally-licensed suppliers, and to that extent should earry the proper cost of the milk
used in its manufacture.

The Commission recommends, therefore, that the price of cream be assessed by the Central
Authority on the basis of the value of the milk comprised in its manufacture, with the addition of a
reasonable margin to the vendor for treatment and distribution. Due allowance should, however, be
made in arriving at the final price to prevent any increase in the retail price of such a magnitude as to
cause a substantial reduction in consumption.

In summer the approximate total demand for all cream sales expressed in terms of milk, and as
a total of all milk sales, is hetween 20 per cent. and 25 per cent. In winter the demand falls to
approximately 15 per cent., so that it will be seen that a 10-per-cent. winter surplus should easily be
absorbed at an economic price in cream sales, provided the price of cream is properly adjusted and the
realization on such sales is equitably spread among all producers. This, again, stresses the need for
a single producer organization to ensure equitable treatment as between producers.

The question of disposal of milk for other mitk products is discussed in Chapter 9 under the section
on balancing-stations.

Procussing AND DisTrIBUTION CosrTs AND ApprrRoprIATE MARGINS

The discussion on processing and distribution costs can conveniently be separated into two
headings—viz., processing, and distribution.  As practically all the processing, including pasteurization,
is carried out by companies it is unnecessary to consider the position of the individual vendor or
producer-vendor under this heading.

Processing

In the investigation of processing costs considerable difficulty was encountered in ecorrectly
apportioning the various costs of the company to the various forms of cost incurred in the processing
of milk. The books and accounts of at least two companies were excellently kept, and it is due largely
to the assistance of these companies and to the initiative and encrgy of the investigating accountant
that a reasonable approach to the actual costs was obtained. These can be summarized under the
following headings :—

(@) Cost of Treating.—The manner in which the costs of pasteurizing and of bottling were arrived
at are dealt with fully in the Appendix, but the following table summarizes the relative costs of
pasteurization for the companies investigated. The Commission agreed that the information supplied
would be treated as strictly confidential, and consequently no attempt is made in this table to indicate
which were the firms concerned in the various items of cost.

T'reating-costs, in Pence per Gallon

A. B. (!, D. .
Wages . .. .. .. 0-80 0-92 0-hH6 0-82 0-76
Fuel and power . .. o 0412 027 0-07 0-38  0-13
Dairy materials . . o002 0-10 0-0h 0-15 0-07
Factory-maintenance . . .. .. 0-31 0-37 0-06 0-08 0-08
Rates and water .. .. .. 001 0-01 0-01 015 0-02
Can-repairs . . .. .. o 0-17 .. 0-03 ..
Depreciation . - .. 0-11 0-14 012 0-13 0-06
Wastage allowance .. .. .. 014 0-15 012 0-13  0-13

1-54 2+ 16 0-9% 1-87 1-25

The difference in the costs is due mainly to the type of plant employed and the efficiency of the
personnel engaged in operating that plant.

Trom the above table it will be seen that a reasonable margin for pasteurizing would be
approximately 13d. per gallon, and the Commission recommends the adoption of this margin until
such time as evidence is available to the Central Authority from the accounts to be collected confirming
or amending this figure, The margin fixed by the Auckland Metropolitan Milk Council of 2§d. per gallon
as the cost of pasteurizing is, in the opinion of the Commission, much too high and cannot be related
to the actual costs as shown by the Commission’s investigations.

The Commission is of opinion that at least three plants in Auckland, one plant in Christchurch,
and three plants in Dunedin should be moderized, and with up-to-date equipment it should be
possible to reduce pasteurizing-costs to the margin suggested.  The Central Authority should by the
future systematic collection of accounts properly kept, be able to decide the justice of the margins
recommended by the Commission.

(b) Costs of Bottling.—-The following table sets out the costs of bottling for those companies which
were able to supply the necessary information. The assessment of these costs was not an easy task,
and the figures, whilst reasonably reliable, must nevertheless be regarded in some respects as an
approximation :— '



H.——294 62

Bottling-costs, in Pence per Gallon

Al i3. (!, D. L.
Wages .. .. .. o2 0-63 0-82 1-51 0-89
Fuel and power .. .. o093 0-11 O (-2 0-17
Dairy materials and caps .. . 0-4h 0-55 0-47 0-57 0-65
Botiles .. .. .. o102 0-28 0-hH2 061 0-6DH
Factory-maintenance .. o 006 0-10 0-08 0-01 0-09
Rates and water .. .. .. 0-06 O-()fi 0-03 0-10 0-05
Depreeiation .. .. .. 006 ) 14 0-16 0-08 0-13
Wastage allowance .. .. .o 007 () 11 0-06 0-06 0-07

319 2 07 225 332 2470

Noti.  The companies are shown in the same order as in the table on treating-costs.

It is very difficult to separate the costs of bottling cream from the costs of l)()t‘rllmr milk, but an
approximation to the respective costs has been made (see Appendix).  Because of the nnptmmlnlity of
obtaining data on the breakages incurred on the rounds or non-return of hottles, all losses on milk-
hottles have been charged as wastage in the factory.

The Commuission is of opinion that the consumer should pay for the initial cost of the hottle, and
for all replacements required by him. This should result in a saving of something approaching Ld.
per gallon to all the companies outside Wellington.  One particolar company with a vetail daily
distribution of 1,026 gallons elaimed in evidence that its estimated loss through hreakages by the
consumer and the non-retuarn of bottles by the consumer was approximately £600 per annum. Consumer
representatives at all hearings were in full agreement that it would he reasonable to ask the consumer
fo stand the initial cost of the hottle and of all subsequent breakages.

The Commission recommends the adoption of 2-0d. per gallon as the appropriate margin for the
bottling of milk, but recognizes that such a margin will involve considerable savings on present costs.

These savings can be assisted in two ways @ —

(@) By the consumer paying for the bottle :
(b) By a higher output of bottled milk.

Should these savings be insufficient to reduce the margin to 2:0d. per gallon, then the Commission
recommends that consideration be given by the Government to a subsidy on milk-bottles, in the interests
of eeonomy of |)r()('vsx‘intf and distributing bottled milk.

The Commission’s opinions on the neeessity for distribution of milk in sealed containers are sef out,
in Chapters 11 and 12,

CosTs or DisTRIBUTION

Distribution-costs must be considered under two headings :—

(@) Distribution-costs of companices :
(b) Distribution-costs of individual vendors, with whom producer-vendors are closely agsociated.

(@) Distribution-costs of Companies
Here again considerable difliculty was encountered in correetly allocating and apportioning costs
to the (1,(',‘01[(1! distribution of retail milk.  On a namber of rounds a eertain amount of wholesale milk is
delivered, and on all rounds a certain wmount of cream s delivered, partiealarly at the week-ends,
Lixactly how mueh of the distribution-cost should he apportioned to these respective deliveries it is
difticult to decide, but after disenssion with the prineipal companies the Commission has decided that
the cost of cream-distribution could be reckoned on the hasis of the distribution-cost of a quarter-pint
of eream being equal to the cost of distributing 1 pint of wilk.  On the question of the cost ol delivering
wholesale milk on a retaill round an apportionment has been made in keeping with the volume of
wholesale milk delivered, and the relative cost of delivering such quantity.  The following table sets ont
tlw distribution-costs of the principal conmipanies engaged in retail distribution. The Wellington City
Jounetl, beeanse mention has been made elsewhere of its low cost of distribution, is indieated in the

table -
Distribution-costs, o Pence per Gallon

Wellington

Municipal

Milk Dept. W X. Y. 7.
Wages . .. . BN Y1) 60D H-60 340 H+90
Transport .. .. . oo 1-n 216 I-67 207 179
Overhead .. . .. A KV 219 [-hH3 206 I-24

6-97 10-70 880 3-03 8-93
Less eredit for handling cream, &e. 0-5H4 0-28 063 0-3% 0-14
6-43 10-42 822

-3
x
-3
Hel

The chiel 1tem in distribution-costs is the cost of labour, and some comment should be made on
this point: concerning the different conditions obtaining in the different centres :---

(1) Auckland. -In Auckland an award rate of £5 10s. per week is payable for a forty-hour weelk of
five days (the investigating accountant, in his report, included in the Appendix, has compiled a standard
labour-cost per gallon of milk delivered retail under present Auckland conditions). The hours of
delivery do not permit the roundsmen to work anything like forty hours, and these hours have been set
(@) as to starting-time under the provisions of the Shops and Oflices Act, and (D) as to finishing-time by
the Metropolitan Milk Council, so that it is impossible for the milk roundsmen to work more than
approximately four and a hall hours on actual delivery. This is in contrast to the position in Wellington,
where the delivery time is approximately seven hours per roundsman.

The Commission is of opinion that consideration should he given to the question of extending
delivery-time in Auckland to permit of the roundsmen working Lhmrlull {orty hours, either by continuing
delivery until a later hour or by commencing carlier and receiving night rates. This would then achieve
the objective of a greater gallonage per man .md so reduce the costs of distribution,
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The delivery of a greater number of gallons per man is associated not only with a direct saving
in labour-costs, but, because of fewer rounds, would result in savings on transport and all other costs
assoclated with a round.

A further point affecting costs of distribution is the amount of milk delivered per eall or, as it would
be in most cases, per housebold.  Aceurate and detailed figures are diffieult to obtain, but the Commission
has been able to obtain general information indicating the following position for refail distribution :

Wellington .- .. .. .. .. 2-13 pints per customer.
Hutt Valley .. . .. .. .. 2-25 pints per customer.
Anckland . .. .. .. 1-78 pints per customer.
Christehurch 1-95 pints per customer.
Dunedin 1-91 pints per customer.

The lower delivery figure for Auckland would be a contributing factor to the higher cost of retail
distribution. The stepping-up of the per capite consumption to at least I ping per head would assist
to a limited extent in lowering distribution-costs.

Another factor which has played a considerable part in inereasing the cost of labour in Auckland
is the fact that there has been considerable difficulty in obtaining roundsmen and, in many cases, high
costss of overtime have been ineurred. This is particularly so in the case of one firm whose accounts were
investigated at the instigation of the Auckland Metropolitan Milk Couneil, and the distribution-cosis
were found to be approximately 11-H6d. per gallon.  This cost, however, was hurdened to a very
considerable extent by unduly high wage-costs due to overtime and the training of new men, so that the
action of the Auckland Metropolitan Milk Coaneil in moving the cost of delivery from Sd. to 10d. in the
summer of 1941 cannot be aceepted as typical of present distribution-costs or as indicating that
distribution-costs as a whole had moved up to that level.  One firm whose accounts were examined by
the investigating accountant had incurred a total of over £500 during an eight months’ period in
avoidable overtime costs.  Another firm incurred £322 in a six-month period.

The Connnission is of opinion that if hours of distribution could be adjusted to permit ol all
roundsmen working full award hours on delivery, then with the.savings that have been achicved through
front-gate delivery and zoning, and that should accrue with the delivery of all bottled milk, a cost of
9d. to 91d. per gallon would be an adequate margin to allow for the cost of retail distribution.

A further question of considerable importance is the method of payment for mitk. At the present
time the roundsman spends approximately three hours per week collecting accounts.  H the
Metropolitan Milk Council in each area were given authority to issue tokens as is done by the Wellington
Municipal Billk Department, the cost ol collecting accounts would he completely  avoided und
congiderable savings would acerue to the company, hoth in the matter of bad debts and in the cost
of keeping and collecting accounts.

It is the recommendation of the Commission, therefore, that the question of token paynient for
mitk be thoroughly investigated, and, if practicable, powers be given to the Milk Councils to adopt
this system. It is further of the opinion that the puyment by the Wellington Milk Department of a
commigsion of 2% per cent. on the sale of tokens is too high, and as the sale is a service rendered to
customers by retail shops this commission could, in the interests of economy of milk distribution, he
reduced to, say, 1 per cent. or 1§ per cent.

(2) Wellington.  Distribution-costs in- Wellington are particularly low, mainly hecause of the
system ol distribution adopted and the high refail gallonage delivered per roundsman. - This low cost
sirongly emphagizes the value of centralization cither hy a mwunicipal enferprise or by general
co operative action of existing distributing interests.  Centralization by co-operation hetween existing
distributors s a matber which merits serious consideration hy the Milk Counetls in other areas with
view to cheapening the cost of delivery.

In Wellington a system is operated under which feeder truceks go out to the suburbs and keep each
roundsman fully supplied with all the milk he requires. By this means the tremendous achievement
of 120 gallons per roundsman has heen obtained.

The Commission can see no reason why distribution in Wellington i any easier than in other areas,
There are more hills, the saburbs are scattered, and the problems aree the same asin the other arcas,
With proper organization, longer delivery-hours for the roundsmen, and consideration of the most
eflicient means of transport: the Commission can see no reason why the costs of distribution should not
he cheapened  that is, except in the case of Wellington.

(3) Christehurch. - Motor-vehicles are the main type of transport used, chiefly hecause of the
diflientty with ice on the roads in winter.  The average gallonage per round ix approximately 85 and
there is no doubt that further improvement along the lines mentioned i the case o Wellington conld
he affected with proper organization.

One particular firm which had been permitted to charge a higher rate for vetail milk, because of
circimstances connected with the quality of the milk, has stated a special case to the Commission.
Difliculties were encountered by the firm when men were released for the Avmed Forces and givls
had to take over the retail distribution ; but, whilst being fully sympathetic with this particular case,
the Commission is of opinion that it has no power under its order of veference to direet any special
attention to a differential price (or any particular distributor.  The Commission is also in principle
opposed to differential prices for retail milk on the grounds that adi nalk should be of o uniformly high
standard.

(1) Dunedin.  Dunedin distribution-costs are similar to those in Christehureh, but the system
of distribution presents a new problem. 1t is the practice in Dunedin for distributors to engage the
services of hoys, one or more of whom attend a distributing vehicle in company with the driver and
assist in the vending,  The hoys are paid a wage varying from 10s. to approximately 30s. per week,
and, although the system appears to have worked satisfactorily, the Commission attaches weight to
the objections stated by the consumer representative in Dunedin, and congiders that there are good
grounds for objection in principle 6o such a practice.  Proper organization, as in the caxe of Wellington,
would place the distributing trade on a sound hasis and would eliminate the necessity for the employ-
ment of hoys under conditions which, pavticularly in winter, must certainty be severe,

(5) Huit Cily—-"The problem of milk-distribution in the Huft Valley and hays arca necessitates
special and separate attention.  AIL milk distributed in the Tutt is distributed unpasteurized, and,
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though at one time a small portion was distributed in bottles, at the present time it is all distributed
loose. Complaints have been made by the Health Department concerning the quality of milk in the
Hutt, and criticism has been encountered in this direction. At the same time it is difficult to dee |J(\
just where the responsibility for this unsatisfactory milk lies. The Wellington Dairy Farmers’
Jo-operative Association, Ltd., which is the main source of supply to the Hutt City vendors, has set
a high standard in the quality of milk delivered to the Wellimgton City Council, and it is diilicult to
see why the quality of the milk delivered to the Hutt vendors should differ in this respect. At the
same time it does appear that the receiving depot for milk in the Hutt and the can-washing facilities
are by no means good. The Wcllmg‘ron Dairy Farmers” Co-operative Association, Ltd., have
indicated that they intend to carry out considerable improvements in this direction, but the Commission
is of opinion that adequate consideration should be given to the question of whether pasteurizing-plant
ahould be established for the Hutt Valley and lmys arca. The vendors in this area, being individual
vendors, come under the discussion whi<:11 follows on vendors generally.

Summarizing, the Commission’s recommendations as to marging for treating and distributing
companies, on the assumption that all the savings outlined properly accrue to the treating-house or
vendor, are as follows :(—

Auckland.  Christchurch,  Dunedin,  Wellington.

d. d. d. d.
Cost of pasteurizing .. .. B 1 1} 2%
Cost of bottling . .. .2 2 2 2
Cost of distributing . .o 9% 81 81 63

* Inc‘ludmg cost of Rahui.

The Commission is opposed to the practice of the retail distribution of pasteurized loose milk and
is not prepared to recommend that a special margin be allowed to vendors to distribute this type of
milk. In the appropriate section the Commission has stated the case for all pasteurized milk purchased
by vendors being bottled.

() Indewvrdual Vendors’ Duistribution Costs

The problem with individual vendors in each area is, roughly, the same, and there is little need
to discuss the application of the Commission’s findings separately for cach area. The margin for the
vendor in each area, except Auckland, has heen fixed by the cost of treating and distributing
pasteurized bottled milk, so that the vendor of loose raw milk retains the full uncarned margin of the
cost of pasteurizing and bottling. The Commission can see no reason whatever, and the vendors in
evidence have advanced no good reason, why this margin should be retained by the vendor. In
Auckland the Metropolitan Milk Council has overcome the difficulty by requiring the vendor to pay
the particular margin to the producer, but this is paid to an individual producer and it doces not follow
by any means that the producer himself has done anything to carn the margin in question.  The Milk
Council in Auckland submitted that because his milk is of higher standard than that of producers
generally the individual producer had done something to carn the margin, but there was little or no
evidenee to support this submission.  Consequently, the Commission 1s of opinion that the appropriate
unearned margins should be paid by the individual vendors to the Dairy Farmers” Co-operative Supply
Association for the general improvement of the milk standard for the distriet as a whole.  1f the vendor
is purchasum milk through a treating and distributing house, he would be purchasing hottled pasteurized
milk, and in such case there would be no uncarned margin.  If the vendor |)urchasos his milk from the
Supply Association he will automatically pay any unearned margin, plus the quota cost of the milk,
to the Supply Association.

Typical costs for an individual vendor are shown in the Appendix. From these costs it will he
geen that the |>ros<*nt marging of 10d. in Auckland, and between 12d. and 13d. in Thatt, Christchureh,
and Dunedin, is greatly in excess of the actual cost plus a reasonable allowance for interest on capital
invested. (‘mmoqmnﬂy the Commission recommends that the Central Authority examine this question
with a view to reducing the margin to an appropriate level. The Central Authority should, in so doing,
assess a reasonable return as interest on capital invested, but should endeavour t,o climinate goodwill
altogether or to reduce it to a minimum in any consideration of margins.  If interest on U(mdwﬂl were
to lw allowed in costs of distribution, then increasing margins would command increasing goodwills,
and a spiralling cost would result.

If possible, small rounds should be consolidated, and consideration might well be given either to
co-operative distribution by existing interests or, if serious difficulties were encountered in sccuring
distribution at a margin of not more than 9%d., then the Milk Council should consider organizing
distribution in co- opomtmn with existing inte [(‘sts

It is worth while at this point nnlmw a comparison between the producer who produces 60
gallons and the vendor who vends 60 gallons @ -

Producer. Vendor.
Capital required . .. .. .. £4,400 £725
Number of labour units roquno(l .. .. .. 2 1

There can he little doubt that the labour units on the supply farm each work considerably longer
hours than the vendor of 60 gallons. The expenses of producing 60 gallons thus involve not only many
times the capital costs of vending 60 gallons, but must also include considerably more than twice the
number of labour-hours.

Consequently it Is difficult to determine why the individual vendor should secure the same margin,
and in many cases a greater margin, than goes to the producer and his assistant as the gross return for
producing 60 gallons.  Vendors have elaimed that a gallonage of 50 gallons per round is a reasonable
round to take as a standard, but the Commission is unable to accept this figure.  Sixty gallons is itself
a relatively small round considering the time involved in the actual vending und attention to the affairs
of the round. If the Commission allows a greater margin to the vendor it becomes difficult to assess
a reasonable reward to the producer, and, whilst & comparison on these lines must of necessity take into
full consideration the different conditions of country and city costs, the Commission s satisfied that a
better apportionment of returns would be a return of approximately 13d. per gallon gross reward to the
producer for all milk sold, and approximately 9d. 1o the vendor for his liLbOUI‘ (Lll(l administration in
delivering 60 gallons.

In Auckland the Metropolitan Milk Council has adequately safeguarded this position by allowing
the vendor only the same vending margin as is allowed to any company.
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On the question of goodwills the Commission has heen able to obtain little accurate information,
hut from all evidence presented it is clear that very high values prevail for goodwills at the present time.
In Auckland the evidence indicates that goodwill 1s valued af approximately £10 (o £12 per gallon, and
as the individual vendor’s margin in Auckland s lower than in any other area it is safe to assume that
this value is at least an approximation of what must he the position in the other arcas. When one
considers that £600 to £720 must be paid as goodwill before the cost ol taking over the 60-gallon round
18 even considered, it will be seen that more than adequate profit margins exist. The Compussion is
of opinion that something should be done to control the value of goodwill on the sale of rounds, and, if
possible, the Milk Couneils, which, as in Auckland, should have power to purchase a round at a standard
goodwill value of not more than £10 per gallon, should exereise their powers whenever it is in the interests
of consolidation of existing rounds and with a view to the future organization of distribution. Lt may
well be that the sale of future rounds should he co-incident with a reduction in the number of individual
vendors and the inerease of the distributing frade of the more efficient inits at present in existence in
that area.

The question of front-gate delivery has been raised in the various areas, and the Commission s of
opinion that, although this was introduced in some areas as a gpecific war measure, 16 s a practice which
should be continued after the cessation of hostilities. It is not a difficull inatter for consumers to arrange
proper receptacles at the front gate for the receipt of milk, and it certainly vesults in considerable
economies in distribution.  Special consideration should, however, rightly be given.as it is in Auckland,
to requests by invalids and nursing mothers for a delivery ¢ milk to the front door.

SAVINGS ON DISTRTBUTION

Teonomies in distribution have been achieved in each centre through the effect of zoning and
front-gate delivery, but as in each case the vendors have elaimed that their costs have been foreed up
owing to circmmstances associated with the general inercase in costs due to the war, and these savings
have not been passed on to the consumer. Under the Commission’s recommendations considerable
importance is attached to the setting-up of a Central Authority to organize the proper colleetion of
costs and other statistical data. This work should be continuous and would then indicate where savings
could be made, what were adequate marging, aind whether the price could he reduced to the consumer.
1f this were done, the consumer would then be assured that any savings made by the distributing firms,
through ecconomies cffected by the consumer himself, would be passed on to him. The Commission is
strongly of opinion that it the consumer foregoes any rights he should be fully safeguarded in the cost
of the commodity being distributed.  However, the setting-up of a Central Authority will undoubtedly
have much to do with the general snecess of any reorganization and should result in o proper safeguard
of the position of the consumer, hoth as regards quality and priee.

In the meantime the Commission is satisfied that a poliey of fixing margins on a reasonably narrow
basis is essential in order to enforce the maximum efficiency by companies engaged in treatment and/or
distribution of milk. The Central Authority, with its continuous survey of accounts, can quite well
funetion as an Adjusting Aathority in case any great hardship has been caused by the adoption of
the margins now recommended by the Commission.

The proper and continnous control of collection of costs and data from the production, collection,
treatment, and distribution seetions of the town-milk industry will do much to control the efficiency
and smooth working of the various sections.  The Commission is most emphatic in its opinion that
ineflicient methods and waste, distrust and suspicion between producer and vendor, bargaining for
prices and unrestricted competition are evils in the milk industry, which, in view of its national
importance to health, must not be allowed to continue.

WhoLESALE PRricrs

Wholesale prices for milk vary widely between the different centres, and, whilst fixed at a reagonable
lovel in Wellington and Auckland, a poliey of cut-price competition has forced them down to a low
. - N . .
level in Christchurch and Dunedin.
The following table gives some indicition of the range in prices and mareings for summer and winter
. i) fal | tnl ?
contracts in the four main arcas:

Range of Wholesale Prive to Producers, in
Prices. Penee per Gallon.

Auckland-— s, d. 8. . d.

Summer .. . .. oo LB to 1T 1025

Winter . . .. S T A 11-25
Wellington—

Summer .. . .. R B T (U 1O-D1 (approx.).

Winter .. .. .. b8 to 11l 12-92 and 19-31
Christehureh—

Summer .. .. .. o2 ol 8 9-00

Winter .. .. .. oo 2 to 8 11-00 and 145
Dunedin

Sunimer .. .. .. AU N R FOR 8-H and 10-0

Winter .. .. .. b2 to 9 12:0 and 12:5

(Excluding milk sold for jce-cream.)

From a strict accountaney viewpoint it is extremely difticult to cheek what is the actual cost of
distributing wholesale milk, but it is elear that under a system ol keen competition, trade rivalry, and
the attempt to secure wholesale contracts in order to huild up the volume of milk heing treated to
an economic maximum, firms are tempted to quote prices which leave little or no margin of profit.
The cost is then borne by the retail mille, and to that extent the consumer is Tikely to be subsidizing,
in & mild form, the price of wholesale mill.

On the other hand, a system of price-lixation such as obtaiins in Auckland and Wellington wherehy
wholesale prices are fixed at a certain margin below retail prices and allowed to move up in accordanee
with upward movements in retail prices might possibly tempt distributors to bhuilil up retail costs as
much as possible in order to extend the margin on wholesale.

IH. 25)1\.

D
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A proper basis of costing for all treating and distributing companies is essential to ensure that
costs are properly apportioned, and the Commission has recommended a conference of the executives
concerned to determine this basis.  The Central Authority will then be in a position to follow movements
in costs and so to order in an equitable manner the margins necessary to ensure a fair return of profit.
There should, if anything, be some slight loading on wholesale rates in order to keep retail margins at
an absolute minimum. Certainly the reverse position is most undesirable.

School Malk

The rates for school milk should be properly assessed on the wholesale cost of milk and should
not continue to operate on what has been to some extent an assumption that school milk is a means
of getting rid of surplus milk.  The cost should be based on a 365-day-a-year contract basis, with a
proper allowance by the Supply Association for the realization value of the milk for week-ends and
holidays.

Malk-bars

It has been the practice up to the present in eertain areas to sell to milk-bars at a cut wholesale
rate. The Commission can see no valid reason why milk-bars should not pay wholesale rates in strict
accord with the standard scale, and recommends accordingly.  The practice of concessions by way
of discounts should also he avoided by proper use of standard payments.

Milk-shops

Margins of profit to milk-shops should be reconsidered in the light of distribution-costs, and, in
view of the relatively small gallonages being vended by many such shops (several witnesses suggested
that in many cases a milk license was chiefly a convenient means of securing week-end and after-hour
trading), some reduction of margin ought to be considered.

The Commission is of the opinion that all milk-shops should be required to have refrigeration
facilities and to buy bottled pasteurized milk, and that an appropriate margin would be 4d. per gallon.

Milk-bars, hotels, restaurants, and boardinghouses should receive quantitative discounts strictly in
keeping with the amount purchased.  The Commission can sce no reason for delivering milk in quantities
of 2 gallons or less to such institutions at prices below those charged to private householders. Those
receiving more than 2 gallons should receive discounts in strict accordance with the quantitative scale
determined by the Central Authority.

The Commission recommends, therefore, that an carly duty of the Central Authority should be
the examination of margins on wholesale distribution ol milk and their proper standardization.

CoNSUMER PRICES

The final objective of the Commission’s task is to ensure that the price to the consumer shall be
reasonable.  This must of necessity be related to the strict costs of producing, collecting, treating, and
distributing milk of a high standard, and a description has alecady been given of the Commission’s
opinion on this matter. The cost to the consumer must therefore be based on the cost of bottled
pasteurized milk, and, in order to prevent the sales of this class of milk being prejudiced by the economic
competition of loose raw milk, it is recommended that the price of all classes of retail milk be the same
price to the consumer.

Auckland

The only arca in which differential retail prices have been fixed for bottled and loose milk is in
Auckland, where bottled milk is charged for at Ld. per quart more than loose milk. This has not always
been the position, and it is interesting to note the statement contained in the submission of Ambury’s
Ltd., the biggest retail vending establishment @ -

“ Holding firmly to the view that all milk should not only be pasteurized, but also bottled,
the company in 1924 pioneered the bottling of milk on a lavge scale. A large factory was huilt
and equipped for the purpose of bottling all milk. The business was veorganized to handle
only bottled milk on the retail rounds, and the policy of selling no * loose ” milk was adopted.
The public reacted favourably, and the trade of the company grew rapidly. After several
years, however, it was found that the cost of bottling was so high that the price had to be
increased by one halfpenny per quart above the price then ruling for ‘loose’ milk. The result
was a fall in demand almost as rapid as the rise which oceurred on the introduction of bottling,
proof that the public was more interested in price than in quality.”

Tt is to this firm’s credit that of its present retail sales approximately 60 per cent. is bottled milk,
but the statement s striking commentary on the power of economic competition in deciding public
acceptance of grades of milk.

So as to restore the prices of bottled and loose milk to the same level and yet to make no overall
increase in the price of retail milk the Commission recommends that prevailing summer prices per quart
of 6d. for loose milk and 61d. for bottled be standardized at 63d. and that the winter prices of 7d. for
loose and 74d. for bottled be standardized at Td. per quart for hoth.

The Commission further recommends that consideration be given to charging the proper cost for
half-pint bottles or to restricting retail sales to pint and quart bottles, at least as a wartime measure.
The use of half-pint bottles is mainly confined to offices and a few houscholds, but the cost of 2d. per
half-pint is not a true cost of the article delivered. Tt is considered that little or no hardship would
be caused by requiring a minimum of 1 pint to be paid for as in the case of Wellington consumers, and
the savings in expense of bottles and cost to the distributor would justify such action. Most vendors
have put forward this case to the Commission, and, whilst viewing it favourably, the Commission
recommends that further investigation be made and the appropriate action taken by the Central
Authority.

Wellington

In Wellington consumer prices are 65d. per quart for the summer period and 7d. per quart for the
winter period. Tt has been the policy of the Council to extend the winter period heyond the six months
if in its opinion the state of its revenue account warranted such action. The Commission ig of opinion,
however, that the very healthy financial position of the Milk Department does not. warrant any such
action at the present time, and recommends that power to vary retail prices by extension of the winter
period be vested solely in the Central Authority as part of its price-fixing powers.
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Christchurch

Retail prices in Christchurch are 6d. per quart for the whole year, and these prices are low compared
with other areas. The adjustment of producer prices on the basis outlined may necessitate some
adjustment of the retail price.  On the other hand, wholesale prices are very low in Christchurch, and it
may be that some adjustment of these to a standard figure may help to meet the gituation. If the
introduction of economies to the vending companics, such as payment for bottles by the consumer,
adjustment of prices to milk-shops, hotels, and restaurants, savings due to improved distributing
facilities, token system, and proper adjustment of all wholesale rates, fails to meet the changed situation
consequent on higher producer pricex and adjustment of eream margins, then the Commission
recommends pr()p(' adjustment for the retail price to 6d. per quart for a summer period of, say, four
months and 65d. per quart for a winter period of, say, cight months (sce also © Notes on Short-term
Policy ™). 'l‘]w Clommission is of opinion that the udjushm‘nt of retail prices to 64d. per quart for the
whole year may ultimately he found necessary in order to provide reagonable m: argins for processing
and distribution and an adequate price to producers for supplies of high standard.

Dunedin
This city has a graded seale of retail prices according to the amount purchased by the consumer,
The seale is as follows :—

(Quantitics.

} Pint. 1 Pint. | 2 Pints. | 3 Pints. | 4 Pints, | 5 Pints. | 6 Pints. | 7 Pints, | 8 Pints.

d. d. d. d. s, d. s. d. s. d. s. d. s. d.
Summer - 2 3 6 9 011 1 2 1 4 1 6 1 8
Winter .. 2 3% 7 10% 1 1 1 4 1 6 1 8 111

The Commission can sce no adequate reason why small retail quantities should he graded in this
manner, and therefore recommends that the full retail price apply to all quantities delivered retail.
The price recommended s 65d. per quart for the major part of the year and 6d. per quart for the
remainder, depending upon the deciston of the Central Authority as to the amount necessary to meef
producer prices and marging for processing and distribution.

The price of milk to mill-shops, hotels, restaurants, &e., should be adjusted to standard rates and
the operation of all economies closely watched by the Central Authority,

AvsvstMENTS IN CoNsumMEr PRICES

The Commission recommends that the Central Authority give full consideration to the method at
present in use whereby a halfpenny per quart difference between sunumer and winter price is used
as a means of levelling up small inereases of cost, either incurred in the producer’s price or by an increase
in vendor’s costs. This system of adjustment may have to be used in all areas until stability in prices
and margins s reached.  Wellington City Council, for instance, has so used the halfpenny differential.
By extending the months of higher or lower price small inereases in cost or small economies in processing
and distribution can be passed on to the consumer in an equitable manner.  Provision for alteration of
the higher-price period must, however, be the sole respousibility of the Central Authority after duoe
exanination of the submission of the local authority, otherwise the system is open to abuse,

The Central Authority would, however, need to pay careful attention in all centres to any proposed
alteration of retail prices.  The Commission has had to make its recommendations upon ecost data and
statistical information, which should be subject to further examination over an extended period and
under the changed conditions envisaged by the Commission.  Furthermore, the. Commission has had
evidenee on profits made by treating and distributing companies which compels attention to the need
for more efficient working by the less profitable coneerns, and is satistied that adequate profits can still
he made by efficient concerns operating on the margins outlined in this veport,

Pro¥rr Marcing AND CAPITALIZATION

A matter of considerable importance in any investigation into the circumstances of the liquid-milk
industry concerns the margin of profit bheing earned and the capital involved.

The work of the investigating accountant has disclosed a number of interesting facts coneerning
these matters.  Information has been obtained on the profit marging on retail sales and capital involved
in relation to the type of trade -that is, volume of wholesale and retail trade.

The following are the profit margins carned per gallon on retail sales of milk by live typical pro-
cossing and hhtnbutmg, companies (for obvious reasons the identity of the companies s not disclosed) :
F-21d., 1-17d., 0-45d., 1-13d., 0-04d. Because of the involved nature of the wholesale trade, including
as it does sales of milk and eream not only for Hiquid consumption but also for manulacturing purposes,
1t 18 not possible to state the profit margin per gallon with any veasonable accuracy.

Some indication of the total profits carned by processing and distributing companios can, however,
he given by stating such profits as a reburn on shareholder funds invested in the business, after pro-
vision for all taxation. Details are given below of the range of profits in a number of representative
companies.  In each case the figures refer to the latest balance-sheets of the companies.  Four
companies with a large volume of retail trade, including bottled pasteurized milk, show percentages
of prolit available for distribution to shareholders as follows -

3-44 per cent. on sharcholders” funds.
4-14 per cent. on sharcholders’ funds.
114 per cent. on sharcholders’ funds.
12-5 per cent. on shareholders’ funds.
Two companies specializing in wholesale trade show similar profit, percentages of
100-0 per cent. on shareholders’ funds.
266 per cent. on sharcholders’ funds.

Only one of all the companies operating in the four metropolitan arcas shows a loss on the year’s
trading, and this was due to exeeptional civeumstances.

Wellin;,ton City Corporation show a profit for their Milk Department of £28702 after setting
aside £5,723 as addition to the Sinking Fund,
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The profit margins mentioned above could be expected to continue provided the volume of wholesale
and retail business is maintained and costs remain stadic,

The Commission recommends that processing and distributing mavging he adjusted fo permit of
a profit of 0-Hl. per gallon on all milke sold, and the table set ont on the following page gives mome
indication of the adequacy of sueh a margin. - For this purpose the 1942 13 season’s sales have heen
used as a buse.

The standard profits caleulated at 0-5d. per gallon have heen assessed on those sales of milk on which
a profit margin of 0-5d. is likely to he maintained in practice.  For instance, sales of treated milk to
vendors for resale have not heen ineluded.

This table indicates that if these companies are able to carn the standard margin of 0-5d. per
Hon on all milk sales, then the vield to the bigger companies will represent o return of approximately

per cent. on the shareholder funds.

It is important to note from this table that the volume of retail trade bears a direet relationship
with the amount of capital needed i the business. A relatively small eapital is needed for companies
dealing mainly in wholesale milk, and the comparisons between companies F and G and also between
H and J afford striking examples of the capitals needed to carry on wholesale as distinet {from retail
business, and the rewards on capital in the respective trades.

All companies, A, B, C, and D, are capable of processing and bo: tling the whole of the mitk delivered
retail, and the size of the capital crnploved indicates that approximately £32,000 is in all probability an
cconomic unit in the processing and distributing of milk.

1}

Table showing (1) Approzimate Shareholders’ Funds (i.c., Paid-up Capital plus Reserves in wuse) ; (2) Sales in Gallons
(both Wholesale and Retail ), for Twelve Months ended 31st March, 1943 ; (3) Percentages of Wholesale and Retail
Sales to Total Sules ; (1) Profits o Above Sales al Standard Margin of Yd. per Gallon () Tacation al Current

Rates on these Profits : (6) Amount available for Dividends ; (7) Returi on Shareholders’ ¥unds.

|

! Wellington
Company .. .. .. A B. , D. City Milk . G. 11, J.
Department.
1 S Shareholders’ funds £31,900 £33,250 £26, 100 £38,000 .. £5,000 £300 £5,500 | £1,200
" Approximate capital in use .. .. .. .. £165,000 .. .. .. ..
2. Sales, in gallons—
Wholesale and schools 535,444 | 1,060,251 965,418 824,673 | 1,606,279 5,200 | 244,899 | 197,301 | 267,937
Retail . o 344,515 202,316 765,787 GO7,625 | 2,277,369 | 155,638 16,250 | 155,307 56,250
Total sales 879,059 | 1,352,567 | 1,731,205 | 1,522,208 | 3,883,648 | 160,838 | 261,149 | 352,608 | 324,187
3. Percentages of sales to
total—
Wholesale .. .. 60-7 733 557 54-1 41-4 3.3 937 550 82-6
Retail .. .. 393 2]- 44-3 45-9 586 96-7 6.3 441 17-4
Total sales .. 100 106 100 100 100 100 100 100
4. Profits at &d. per gallon .. £1,833 £2,818 £3,606 £3,171 £8,090 £544 £735 £675
5. Less taxation .. .. £721 £1,263 £1,774 £1,483 . L1756 £2.44 £222
6. Profits available for dividends | £1,112 £1,555 £1,832 L£1,688 .. £231 £369 L4901 £453
Profits available to meet .. .. .. .. £8,080
interest and Sinking Fund R
7. Return  on  sharchalders’ 3-49 4-67 7-02 dedd .. 4462 A6 12 842 3795
__funds (per coent.)
£
Tnterest paid twelve months to Mareh, 1943 4,512
Amount required for Sinking Fund in March, 1043 5,723
£10,235

NoTrs ON SHORT-TERM PROVISTONS

The following table sets out the position as it is likely to exist if the Commission’s immediate
recommendations as to prices and margins are adopted —

Prices, in Pence per Gallon.

Auckiland. i Christehurch. Dunedin. ‘ Wellington.

Producer quota price .. .. 12-500 12200 1220 14-00 (app.)
Cartage . .. .. (- 860 0-7H0 1-125 1-50
Levy (say) .. .. .. 0-125 0-120 0-125 Nil
Payment to supply organization .. 13-486 13-076 13150 15-50
Standard costs —

Treatment .. . .. 1-50 1-50 1-50 2-00*

Bottling .. . .. 2-00 2-00 2:00 2-00

Distribution .. .. . 9-H0 8-26 825 6-75

Profit margin allowance . 0-50 0-50 0-5H0 0-50
Selling-price .. . .. 26-985 25325 2510 2675
1942 43 price of bottled pasteurized 28-00 24-00 20505 27796

milk

* Includes cost of maintaining Rahui.

The above table shows a reduced levy to the Auckland Metropolitan Milk Council of 0-125d. per
gallon in place of the previous levy of 0-25d. 1f u Dairy Farmers” Co-operative Milk Supply Association
13 set up in the Auckland area, then the expenses of the Milk Couneil will probably be adequately met
by a levy of 0-125d. per gallon.
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. ProDUCER PrICES

The prices payable to producers indicated in the above table are the annual quota prices
recommended by the Commission as the minimum inerease for immediate application.  In the opinion
of the Commission these increases are urgently necessary in the case of both Christchurch and Dunedin
if adequate supplies are to he assured for the winter of 1944 (sce discussion in Chapter 8 on prices to
producers).

In Dunedin this increase in price applies to a slight extent to the summer price, to a greater extent
to the autumn price, and the major portion of the adjustment in the quota rate applics to the winter-
period price. Unless producers can be immediately assired of an adequate price for the winter of 1944
the Commission is of opinion that a deterioration of the present position is likely to continue.

In Christchurch no adjustment is recommended to the summer and autumn quota prices, but an
extension of the winter period from four to five months and a similar winter price as for Dunedin is
recommended by the Commission as necessary as an immediate assurance to producers and in order to
ensure adequate supplies for the winter of 1944,

In Auckiand an adjustment of the quota price amounting to an increase of one farthing per
gallon is recommended, 5o as to place Auckland quota rates on the same basis (after adjustment for the
difference in average butterfat content) as for Dunedin and Christchurch.  This increase should be
added to the winter price for 1944 in order to encourage winter production and assure supplies.
This adjustment would increase the present winter price for the months April to July inclusive to 15-0d.
per gallon.

In Wellington no alteration is recommended by the Commission to the present system of price-
fixation, except that any future adjustment of prices should be the funetion of the Central Authority.

Announcement of an inerease in the producer price for the winter of 1944 for the Dunedin,
Christchurch, and Auckland supply areas should, in the opinion of the Commission, be made at the
carliest possible moment in order that the prospective winter-supply position for 1944 may be materially
improved.

The Commission has indicated that producer prices will need to be further increased as soon as
conditions of organization have heen completed and payment on quality becomes possible.  This further
increase in payment should be adjusted partly by the honus payment for  accredited ” herds and
partly as the necessary overall inereasc due to improvement, in general standards of quality, including
butterfat content.

Dary-FarM CosTs ALLOWANCE, 1943

The Government has recently granted a dairy-farm costs allowance of 0-767d. per pound butterfat
to dairy-factory suppliers for increases in farm-working and maintenance costs sustained since the
193839 scason. The Commission’s basic coxt for city-milk production of 13-0d. per gallon has been
caleulated on the 1938-39 guaranteed price plus the 0-61d. per pound butterfat allowance granted in
the 1942-43 season and does not take into consideration this recent allowance, Stahility in prices
hetween dairy-factory suppliers and eity-milk suppliers must be maintained in order to retain stability
in the supply of lquid milk, and as eity-milk supplicrs have ineurred similar inereases in farm-working
and maintenance costs the Commission recommends that the effect of this increase should be taken
into full consideration by the Government.

This increase in cosb is a stabilization expense, and its adjustment would not affect vendor margins
or consumer prices, but would be a direct allowance on farm-costs by the Government to the producer.

CoNSUMER Pricus

Auckland
The Commission’s recommendations include « reduction in the overall retail price for hottled
pasteurized milk in Auckland to 27-0d. per gallon, and if the prices and margins recommended by the
Commission are adopted there need be no increase to the annual retail rate of 27-0d. per gallon.
Present annual rates are 26:0d. per gallon for loose millk and 28-0d. per gallon for bottled milk.

Wellington
The consumer price in Wellington for 1942-43 was 27-796d. per gallon, due to the City Council’s
action in extending the period of winter price (of 7d. per quart) over the greater portion of the year
instead of for the usual period of six months. The Conumission is of opinion that the strong financial
position of the Wellington City Council Milk Department does not warrant any extension of the winter-
price period, and that the power to vary such period should he a function of the Central Authority.

Christchurch
Consumer prices in Christchurch will probably need adjustment to a winter-period price of 64d. per
quart and a summer period price of 6d. The length of these periods may need adjustment by the
Central Authority according to ascertained movement in costs and the allotment of necessary margins
to the processing and distributing interests.

Dunedin
Consumer prices in Dunedin should be immediately standardized at the same rate for all quantities
delivered retail. The present rates of 6d. per quart for the summer period and 7d. for the winter
period should, in the opinion of the Commission, be adjusted to 6d. sammer and 65d. winter, but on the
basis of present costs the Central Authority may need to extend the winter period for the greater portion
of the year. As in the case of Christchureh, this will depend on ascertained movement in costs and the
allotment of appropriate margins to processing and distributing inferests.
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CHAPTER 9.—METHODS OF SUPPLY .

The Commission’s task under this heading is to consider what steps should be taken in order to
ensure that the supply will be adequate in quantity, of a high standard, and produced in such a
manper that whilst fulfilling these conditions milk will remain reasonable in price. 1t is in methods
necessary to ensure adequate supplies of milk of high standard that the present organization has failed
to u considerable extent. The Commission for that reason has thought it desirable to discuss in detail
what constitutes an adequate supply and the steps necessary to ensure that the quantity available
in future will be adequate.

In the opinion of the Commission the supply of milk is, and should remain, the full responsibility
of the producer. Furthermore, it is axiomatic that milk, no matter how carefully transported or
treated, can never be better in quality than when it leaves the farm.  The producer, therefore, is the
logical person to accept full responsibility for the initial safeguarding of the production of an adequate
supply of milk of high standard, and the Dairy Farmers” Co-operative Milk Supply Assoctation, as the
representative body, should accept general responsibility for these matters.

Mermons or PRODUCTION

The Commission has stated clsewhere its opinion on the present conditions relating to procduction
in town-milk-supply herds, and in order to achieve maximum efficiency in production a Dairy Farmery
Supply Association in each centre is recommended with full powers (including an appropriate degree of
ceonomic pressure) to bring production standards up to the highest point of efficiency.

The Commission recommends the Central Authority to give consideration to the appointment by
the Central Authority, and under the control of the Central Authority, of at least two consultants or
advisors for field-work among town-milk suppliers. [t is possible that this might in some respect
mean overlapping with the Fields Instructors, Dairy Instructors, or Stock Inspectors of the Department
of Agriculture, but the technique of production of town milk is of such a nature that a considerable
amount of specialized knowledge is essential.  From what the Commission has seen of the work of the
Department’s field officers there is no doubt that the addition of any extra work would completely
overburden them. In fact, at the present time they are fully oceupied with carrying out normal
routine duties, and in more than one area already have too many herds under their control to give
effective assistance to all producers. Any work of a specialized nature must therefore involve the
employment of more field officers.

The Commission regards the task of the Stock Inspector in Christchurch, where he has to
supervise and control conditions on approximately five hundred licensed dairy-farms, as a task too great
to permit full advantage aceruing to the supplicr from the advice of the Stock Inspector or to permit
the Stock Inspector in turn to give the necessary detailed attention to the less progressive of such
suppliers. It is, in the opinion of the Commission, a striking tribute to the Stock Inspector in this
area that he has been able to achieve the results which are at present evident. 1t is worthy of note
that in all centres the Stock Inspector is held in high regard by city-milk suppliers, and he is certainly
regarded more as an instructor than as an inspector.  This is a desirable state of affairs, but it would
be a considerable improvement if the number of such field officers could be increased to permit of
more detailed attention to all herds and sheds.

1t is obvious that considerable room for improvement exists not only in the technique of actual
milk-production on the farm, but also i matters of husbandry, such as replacement of stock, control

‘ol disease, and winter feeding, and these require urgent attention.

There are two major problems confronting the town-milk supplier on which it is imperative that
assistance be given him in overcoming the problems involved. One is the technique of winter feeding
in order to prevent the heavy fall in the production of autumn and winter calvers which, as most
producers have claimed, actually occurs. 1t has been suggested elsewhere that the evidence before
the Commission fully justifies the beliel that this fall in production is largely a matter of feeding and
could be avoided to a considerable extent by proper methods of feeding.

Sccondly, there is the problem of herd-replacement policies and the necessity for avolding
methods of purchasing replacements from sources which are likely to prove unsatisfactory both in the
health and producing qualities of the cattle purchased. This vefers particularly to the present most
unsatisfactory system of purchasing stock in the saleyards.

Whatever course is adopted by the Central Authority for the provision of specialized advice to
town-milk producers it will be essential for the closest possible co-operation to exist between the
officers carrying out the advisory work and the Dairy Farmers’ Supply Association.

The reasons underlying the Commission’s reconmendations for the setting-up of such a supply
association and the general conditions under which that supply association should operate have already
been set out in the chapter on organization.

Farm Lasour

In common with all primary industrics, and particularly the dairy industry, the liquid-milk
industry is facing severe difficulties owing to the shortage of man-power.  This has bad a direct effect on
the quantity of milk-supply available and to the extent that the Government is able to ameliorate the
lubour shortage in primary industries generally the Commission asks that full consideration be given
to the claims of the liquid-milk industry. Wage costs are undoubtedly very high at the present time
on such farms, but the chief complaint of the producer is that he is unable to obtain adequate labour
even at the high wage rates being offered.

Furure PropucrioN Areas
In certain areas, particularly Dunedin and the 30-mile area in Wellington, costs of producing winter
milk are high, and any attempt to achicve a level supply to a greater extent than is being achieved at
present will undoubtedly involve the producer in additional costs. 1t is quite evident that costs of
winter feeding are substantial, and the Commission recommends that the Central Authority give
careful consideration to the question of whether in any area it would be better to incur mileage-costs
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per gallon than extra production-costs per gallon for winter feeding  The point can be made clear
by quoting a statement from the Department of Agriculture sarveys in which the Investigating Officer,
Mr. R. P. Connell, points out that in a survey of twenty-two larms in the Auckland district with «
winter (April to Scptmnbm inclusive) output of approximately 40 per cent. of their total production that
the cost per gallon was approximately 1-8d. dearer than the production-costs in fifty-two farms where
the winter production averaged only 30 per cent. of the total production.  While the Commission
considers that the price it has recommended for payment to the producer takes into full consideration
the costs of producing a supply of the type approximating fo a |)rmlu(;tion of 40 per cent. to 45 per
cent. in the winter, it is aware that in certain arcas the attempi to lift the winter produetion much
above 40 per cent. of the total production may involve substantial tnereases in cost per gallon.

1t should be the responsibility of the Central Authority, in collaboration with the local l),my Tarmery’
Milke Supply Association, to consider expansion of production in any avea from the point of view of the
suitability of the present arcas for meeting that expansion in demand.  In Wellington it may be
necessary to direet such expansion to arcas north of Packakariki, such as Rahui, Levin, and Shannon
districts, where winter-production costs may be appreciably less than in the Hutt Valley arca. Similar
remarks (Lpply to Dunedin, and the primary factor determining the decision of the Central Authority
will undoubtedly be the quoshon of whether the mileage-costs ‘involved will he considerably less than
the extra production costs involved.

“ COoNDITIONS ON DAIRY-FARMS
() Quality of Stock

There are four main breeds of cattle in New Zealand  namely, Jersey, Ayrshire, Friesian, and
Shorthorn.  Typical average butterfat tests under New Zealand conditions for cach of these breeds
ix 53 per cent., 4-0 per oent., 35 per cent, and 40 per cent. respectively. A few Guernsey cattle are also
heginning to appear in (‘Inlh tohurch herds,

(‘rosshred cattle predominate in all arcas hecause of the method of replacement by pulch(wn;3
from outside sources, but Fricsians and Friesian crosshred cattle are much more in evidence in the
Christchurch and Dunedin supply areas than in Wellington or Auckland.  In Christehurch particularly
this has led to considerable difficulty in meeting the legal standard for minimuin butterlat  namely,
3:25 per cent.—especially duting the spring months.  This occurs because the average test for any breed
of cattle fluctnates under New Zealand conditions by approximately 0-6 per cent. between average
summer and avers "Lge winter months, and consequently a breed of cattle such as the Friesian, with an
average test of 3-b per cent., will be testing about 3-2 per cent. in the flush spring months. The course
adopted by most suppliers is to maintain an appreciable number of crosshred or straight-hred cattle
of other breeds in their herds so as to keep up their average butterfat content, hut whew, paynient is
based on gallonage alonc the temptation is to include as many as possible of the heavy-milk-producing
but low -testing Friesian cattle.

As the Commission 1s of opinion that a high standard of milk might rightly be classed as one
containing at least 4:0 per cent. of hutterfut, it recommends thab the standard payment per gallon be
caleulated on milk of & 4-3 per cent. average test and payment made on hall the value of the Dutterlat
content. By this means a summer average of approximately 4:0 per cent. and a winter average of
4-6 per cent. would be the desired objective and it can safely be left to producers to arrange the hreed
composition of their herds accordingly.

(b) Health of Stock

Producers in each area submitted that the cost of replacement in the average producer’s hevd was
approximately 25 per cent., and in many cases a good deal higher. The average replacement rate in
the dairy industry as a whole (vide New Zealand Dairy Board’s annuul reports) 1s not more than
20 per cent., and it was disturbing to the Comnission, upon examination, to find that this unduly high
replacement rate in town-milk-supply herds was in many cases a divect consequence of the general
policy of buying replacement stock at the saleyards. The saleyards, to a considerable extent, cater
for the selling of cows which are culls from some other herd, and reliance upon this source of replacement
will inevitably mean that cattle of poor quality, or culled because of mastitis, abortion, &c., will be the
incoming stock to the producer’s herd. Naturally under these conditions a low replacement rate can
never be achieved.

In certain arcas, noticeably Christchurch, a better practice prevailed of purchasing two-year-old
heifers from dairy-factory herds with quality stock. In a minority of cases supplicrs visited by the

Jommission actually reared their own replacement stock, and it was @ particularly noticeable feature
that the herds with the highest gallonages per cow were invariably thos¢ which reared their own
replacement stock.

The Commission states its opinion that urgent consideration must be given to this problem of
replacing the average city-milk-supply herd.  Only two methods of the three generally practised can
he regarded as satlsfactmy, and the [.m(tl( e of buying replacement stock [rom the saleyards should
l)(\ oundly condemned. In fact, the Commission regards 1t as one of the important standards for an

*aceredited 7 herd that such a herd should be breeding its own replacement stock or buying from a
recognized and reputable source.

The producers in Auckland put forward a suggestion which merits serious consideration—it is a
most progressive proposal. They have suggested that the Dairy Farmers” Milk Supply Association,
if created, should organize the purchase of high-quality calves from dairy-factory herds and should
arrange for these to be reared on suitable grazing-farms and then he made available to members of the
Association as soon as they reach maturity. Such a step is highly desirable from all points of view.

(¢) T.B. Testing

The question has been consistently raised by consumers’ and by producers’ representatives
regarding the testing of dairy stock in town-milk-supply herds for T.B., and the climination of all
reacting cattle. The Commission can express its opinion by stating that it fully supports any move
towards the general elimination of T.B. {from the dairy industry as & most desirable step, and that where
milk is being vended raw it is essential that the cattle should be T.B. tested at six-monthly intervals.
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The difficulty of T.B. elimination in town-milk-supply herds rests in the fact that replacement
stock are reared only in o minority of cases, and in order to ensure a continuity of freedon from T.B.
it would he essential to organize either the testing of the herds from which the replacement stock was
being purchased, or the testing of the purchased stock hefore it goes on to the owner’s farm. The
former proposal is the more practical, and if it were possible for the Dairy Farmers” Milk Supply
Association to organize the purchase of young stock from T.B. tested herds, then the Commission’s
wishes in this respect would be met. However, until the dairying industry as a whole adopts measures
for the elimination of T.B., any steps taken by the city milk industry ¢ never he wholly effective.
Consequently the Commission recommends that steps be taken to discwss these proposals with the
representatives of the daivying industry and, failing a satisfactory national plan for T.1. elimination,
that the Central Authority, whose creation ix recommended hy the Conmission, take up the matter
within the town-milk industry and at least organize the supply of raw mill from T.B. tested herds.

() Shed Hygicne

Milk-quality can never be better than when it leaves the farm, and consequently the standard of
shed hygience must be as high ag possible.  The city-mille producer should recognize his full v wponsibility
to produce a high-standard article in return for a priec compatible with that standard.  The Com-
mission visited @ number of producers” milking-sheds, and the conditions in the different distriets vary
considerably. It s noticoable, for instance, i Dunedin, where low prices have prevatled for a
considerable time and, indeed, where producers” prices are lower than i any other of the four main
contres, that the general standard of shed conditions is vot good.  Phe producers” representative 1
Dunedin made out a strong case for the relationghip between a low standard of shed conditions and
fow price for the milk produced. The Commission ix of opinion that this stibriission wartants serious
consideration.

In the Christehurch area conditions as a whole were good, due, {0 a considerable exteut, Lo the
initintive and activities ol the Stock nspector in that district.  As indicated in another seetion ol the
report, the number of new milking-sheds erected in this area is a direet reflection of the work of this
particular Stock Inspector.  Nevertheless, the Commission visited several sheds in the Christehureh
are which were definitely below standard.  In the Wellington area the Commission had  little
opportunity, owing to lack of time, of visiting many sheds, but it is of opinion that considerable room
for improvements exixts in this district also.  In Auckland the sheds visited appeared to be a good
crogs-seetion of sheds generally.  Certainly there was considerable room for improvement in a number
of them, and some economic pressure should be brought to bear to ensire that the producer of city milk
will not he given the full price for a wilk of high standard until his shed conditions wre such as to ensare
that a Ligh standard milk s likely to be produced.

(¢) Adequate Cooling

The prevailing practices for cooling the millke immediately after milking are diseussed in Part T,
but the Commission is of opinion that a greater control of the cooling of the milk i essential, and that
steps should he taken to assist daivy favmers who at the preseat time do not have proper cooling
facilitios. For the production of really  high-standard itk some artificial - cooling facilities are
essential, and the Commission recommends that the Dairy Farmers” Milk Supply  Association, in
conjunction with the Central Authority, give consideration to organizing the supply of refrigerators
to producers so that proper and adequate cooling of milke can be secured.

1t is equally necessavy that after proper cooling has heen secured the milk should be kept stored
under refrigerated conditions until picked up by the colleeting lovry. It s quoted elsewhere in this
report that the colleetion, as far as possible, should he at the farm dairy and not at the farm-gate. This
is 0 matter for the immediate consideration of the Dairy Farmers” Milk Supply Association, and as the
cost of colleetion will be horne by such Association it is for this body to decide the best method of
collection compatible with ensuring that the mille is retained at a sulficiently low temperature to restrict
the growth of pathogenic organisms.

ADEQUATE SUPPLIES

One of the most disturbing features of the Commission’s inquiry s the failure in cach area to
appreciate the importance of ensuring an adequate supply of milk. Under New Zealand conditions the
average dairy-lactory herd produees heavily in the spring and summneer, falls away to only a very sniall
supply in the Tate autumn, and in the winter ceases to supply exeept for what may he termed " aceidental
milk 7 from late-calving cows, cows which lave failed to get i calf, and cows which have aborted.
The seasonal nature of this supply is due to the general conditions of dairying in New Zealand where the
cattle are grazed outdoors and where the main reliance for food-supply is placed essentially on grassland
farming.

In order to swing over Lo city-milk production considerable and fundamental changes must occur.
Mhe farmer must alter the calving of Tis cows in such a way @x o ensure a sufficient number heing in
milk in the winter to give him the desived quantity.  1le must organize the growth of foodstuffs other
than grass or arrange to purchase these so as to have adequate quantitios of feed for winter production.
The producers in cach arca have submitted that the cow ealving in the carly autumn particularly, and
to some extent in the Tate autumn, falls heavily in total yield as compared with the spring-calving
cow.  This, as has heen pointed out elsewhere, is mainly w matter of feed coupled with climatic conditions,
but it is quite cortain that considerable diffienities are encountered and problems created when the
normal seasonal milker decides to change over to all-the-year-round  town-milk  production.  The
tendency, therefore, in the average town-milk-supply herd in New Zealand is for a greater disparity
between the quantity of milk produced in the summer and the quantity produced in the winter than
would he encountered in other countries. A typical pictire of monthly production for a representative
sample of herds in each supply area s shown in the table quoted below.

It will be seen from this table that Christehurch comes closest to achieving o level supply and that
in the Wellington and Auckland areas approximately twice us much is produced in the peak summer
months as compared with the lowest winter month.
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Dunedin is not included in the table hecause only an cight months” reburn was available. 16 is,
however, worthy of note that the limited information for Dunedin does indicate o very low ratio of
winter to summer production, a ration of the order of 1 to 4.

! i
Season . . . 194142 ‘ 194041 1942-43.
IO e L
Month. Auckland. ‘ Wellingtou. Christchurch,
Per Cent. Per Cent. ; Per Cent.
April .. . oo 6-0 74 82
May . . . 6-5 71 80
June .. .. .. 66 63 74
July . . . 75 : H-8 7-6
August .. .. .. 3.4 ! 6G-3 : 77
Neptemwber .. .. 10-0 7-9 ‘ 88
October .. .. .. -7 . 10-8 [0-2
November .. .. 10-4 | 11-4 9-7
December . .. 9.9 -7 9-2
January .. . .. 10- 1 ’ 9-7 31
February . . T2 ’ 77 72
March .. .. .. heT ! 7-9 7-9
Total .. .. 1000 100-0 100-0

The problem which needs immediate attention concerns the organization of supply in such a
manner that production for the following winter will be at least equal to, and preferably at least
10 per cent. above, the extimated demand.  Under the present cireumstances prevailing in each arca
conditions are such as to militate against any attempt to organize a supply even equal to, let alone in
excess of, the quantity normally required during the winter-time, with the vesult that accommodation
supplies and temporary licensees have to be relied upon. This is a natural consequence of the
position wherehy no one organization accepts the full responsibility for ensuring an adequate supply.

As milk is a food which cannot be stored, in order to make certain that the fall requirements of a
city are adequately met it is necessary to ensure not only quantity of supply, but also full continuity
of supply.  Furthermore, city-milk production, like all primary production, is subject to considerable
fluctuations due to climatic conditions, and the ity milk demand, whilst reasonably static, is also subject
to change from day to day, from month to month, and from one year to another.  This is particularly
so under war conditions, and whilst this situation is likely to be of a temporary nature 1t does tend to
emphasize the importance of adequate planning of future supplies.

In New Zealand the practice in three centres, and to a limited extent in Christchurch, has been
to place contracts only for a portion of the actual estimated demand, despite the fact that a producer
must know at least twelve months in advance what milk he is expected to supply.  He has to arrange
the ealving-dates of his cows at least nine months in advance, and the following winter’s supply is
completely dependent on the number of cows which calve in the late summwer and autumn. The
practice in all aveas during the winter period has been to depend to a considerable extent on securing
supplics of milk from suppliers with temporary licenses, and particularly from factory suppliers who
have made no adequate forward provision for the supply of city milk and who depend for the small
amount of milk available on the few stripper cows, late-calving cows, and prematurely-calving cows
in their herds.  This, in the opinion of the Commission, is not milk of high standard, and the practice
should be soundly condemned.

The conclusion is therefore inescapable that future supplies must be planned on . hasis which will
ensure a surplus over and ahove the anticipated demand, such surplus heing necessary (o provide
against exigencies of climatic and other conditions which would adversely aflect the volume of supply
and factors of population tending to create sudden increases in demand.  On the question as to what
amount of zurplus should he provided for in the winter months the Commission has little factual data
to guide it. The following comments from other investigating bodies are of particular value under
these circumstances :--

The report of the Reorganization Commission for Great Britain, 1936 (page 212) :—

“The Reserve for the Liquid-mill Market. -The size of the reserve obviously depends
partly upon the volume of supplics actually absorbed into the liquid-milk market, which can
e ascertained from statistics of the milk marketing boards.  But it is more uncertain what
proportion the reserve should hear to normal requirements.

“ Phere are several ways in which the problem of estimating the proportion of the reserve
required by the ordinary liquid-milk market might be approached.  The English Board in
the recent proceedings hefore the Committee of Investigation for Kngland and Wales
suggested that a minimum safety margin of 10 per cent. is needed in each month of the
normal vear, and that, owing to the present rate of seasonal variation, this entailed higher
marging in the summer months, rising to @ maxinum of 46 per cent. in the peak month.  On
these estimates the average reserve would amount to some 23 per cent. of the actual milk
sales,

* The basie figure of 10 per cent. for the safety margin in the month of lowest production
must he a matter of opinion based on experience.  But if this is accepted it is still possible
that the figure of 23 per cent. for the annual average may he on the high side.”

The Joint Legislative Commitiee to investigate the Milk Industry in the State of New York, 1933,
reports on the question of surplus milk as follows (page 15)

“In the best practicable adjustment of supply to demand the industry must carry «
surplus of about 20 per cent. This is due to the fact that milk is an essential food which
must e available in the quantities demanded by the consumers every day in the year; to the
fact that both demand and supply vary from day to day and according to scason ; and to the
fact that milk is perishable and cannot be stored.”
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This Committee further goes on to state (page 16) i—

A satisfactory stabilization of prices for fluid milk requires -

(1) That the burden of surplus milk be shared equally by all distributors in the New

York State. So long as the surplus milk is unequally distributed the pressure
to market surplus milk in fluid form will be a serious disturbing factor.

“(2) That a united effort be made to reduce the amount of the surplus to the minimum

by adjusting the supply of milk more closely to the demand.”

On page 17 they complete their conclusions by stating :

“ Universal application of the classified price plan and control of surplux mitk by the
producers through effective co-operative organizations appears to offer the best prospect for
permanent stabilization of the dairy industry in the New York State.”

These quoted opinions indicate that it is widely recognized that adequate supplies of city milk of
necessity involve long-term planning by the producer and that the cost of the surplus mitk necessary
in such planning should be spread over all producers in any given area.  The question of just what, the
margin should be is a matter which requires a considerable amount of experience, and the Commission
recommends to the Central Authority that the margin of 10 per cent. over the month of lowest supply
be adopted until experience dictates the widsom of adopting a different percentage.

Beeause of the seasonal nature of milking under New Zealand conditions ther is no difliculty
in organizing supply for the spring and summer months. The diffieulty lies in providing for an
adequate supply during the months of lowest production from mid-autummn to the end of winter. The
respousibility of production belongs to the producers.  The organization of production must therefore
be the responsibility of producers as a whole.

If they are to accept that responsibility, they must be given the right to organize efticiently in
order to meet that responsibility.  In Wellington, and also in Dunedin, a Producers’ Supply
Association is already in existence, but in neither area has the association complete control over the whole
supply to the metropolitan area, and consequently in neither case is in a position to organize adequate
supplies for the whole of their respective metropolitan areas.  In Christchurch and in Auckland attenipts
have been made to form completely representative single groups of producers, but in Christchurch
conflict of local interests has unfortunately prevented the achievement of a siugle Supply Association.
Tn Auckland the existence of producer pools tied to the main treating and distributing houses has
militated against any attempt to form a single Supply Association. The Auckland Producers’
representative, however, placed a very strong case before the Commission for the creation of a single
pool with control over the supply of milk vested in the hands of the Producers’ Association and to
unite the interests of town suppliers as a whole.

Consequently it is an essential feature of the Commission’s recommendations that an organization
should be created (if such does not already exist) in cach area which can accept full responsibility for
organizing adequate supplies of milk, particularly during the low-production winter period.

BALANCING-STATIONS

The problem of disposing of surplus milk is one which necessitates the existence of a balancing-station
in the supply arca so that milk which is surplus to the daily demand of the metropolitan area can be
diverted to that balancing-station and converted into cream or milk products.

With the organization of supply centred in the one organization 1t is quite possible to arrange
that the area around the balancing-station shall serve as a reservoir for any fluctuations in the daily
needs of the metropolitan area.  Milk from suppliers in all other areas would then be forwarded into the
eity for consumption as liquid milk, and the suppliers near the balancing-station, if their supplies were
not needed, would forward them for conversion into cream or milk products.  Such anarrangement in
the hands of one controlling organization would ensure that the burden of surplus milk was adequately
spread over the whole of the producers, and that supplies could be properly zoned to the city in the
manner best caleulated to give greatest cfficiency in costs of collection and transport.

The principles of a balancing-station can be said to be—

(@) To cope adequately with the fluctuating nature of the demands of the metropolitan arca
hoth for liquid milk and cream :
(6) To control the disposal of surplus milk to the best possible advantage.

OWNERSHIP

The question of ownership of the balancing-station is of considerable importance, and the
following points must be noted :--

(1) There must be adequate control against the possibility of mitk being purchased as surplus
and diverted to the liquid-milk market for sale at full liquid-milk rates:

(2) Producers must be protected against any possibility that the balancing-station is not being
operated to thelr best cconomic advantage :

(8) The dairy industry in New Zealand 1s more efficiently organized on a democratic and
completely co-operative basis than is the case in any other part of the world. The
industry would strongly resent any attempt by private enterprise to alter the present
statug of butter and cheese manufacture. Furthermore, zoning has been established
with all the butter and cheese factories and steps taken to prevent suppliers transferring
from one factory to another. The establishment of a balancing-station in proprietary
hands would inevitably lead to disturbances with the suppliers to neighbouring factories,
who might be attracted to city supply and then be retained as suppliers to the
halancing-station.

For these reasons the Commission considers it essential that a balancing-station should be run on
a co-operative basis, preferably by producers themsclves, or by producers in conjunction with a
municipality.

Functions

As already stated, a balancing-station exists for the purpose of coping with the fluctuating demands
of a metropolitan area for both milk and cream.  This is achieved by the balancing-station always
maintaining a supply of liquid milk for manufacture into milk products such as butter, cheese, dried
milk, casein, &c¢.  The availability of such milk for immediate diversion to the city in the form of
liquid milk or creamn ensurcs that shortages due to sudden demands shall not be inflicted on the
consuming public. Such a balancing-station can always meet these demands much more expeditiously
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and ceonomically than could be done by the private arrangements of vendors with individual producers,
To the producer the presence of a balancing=staticn cnsures that the whole of his milk-supply will e
disposed of to the best possible economic advantage.  That portion of his milk which is not sent into
the metropolitan area for consumption is mannfactured into a product which will still return him the
greatest possible return per gallon of milk.

Location

The location of a balancing-station is of very considerable importance and must be carefully
considered both in order to ensure centralized collection of milk and its transportation to the metro-
politan area in a manner compatible with the greatest cfficiency in collection, In Wellington «a
halancing-station on co-operative lines, and owned by the Wellington City Council, s already established
at Rahui. Tt is a matter for future expericnce, however, as to whether Rahui is situated to the best
possible geographical advantage and whether its present basis ol organization is the most desirable.

[n Christchurch suggestions have been put forward that the Cam Dairy Factory be reopened as a
fully operative balancing-station. Such a balancing-station would, no doubt, be advantageous for
operations north of Christchurch.

In Dunedin the Momona and other cheese-factories at present operate as balancing-stations and may
be reasonably satisfactory for this purposc.

In Auckland completely satisfactory facilities exist in the two cheese-factories (Iast Tamalki and
Drury) owned and operated by the New Zealand Co-operative Dairy Co. and located close to the
metropolitan arca.  The Commission is of opinion that, provided satisfactory arrangements can he
made by the Dairy Farmers’ Supply Association, whose ereation is recommended, with the New Zealand
Co-operative Dairy Co. to dispose of all surplus milk (the Supply Association taking up the requisite
number of shares), then the existing facilities are quite adequate and satisfactory.

The Commission recommends that the Central Authority give carly consideration to the provision
of adequate and co-operatively-owned balancing-stations, and in the case of Auckland and Wellington
recommends that existing facilities be examined with a view to their fullest use compatible with
maximum efficiency.  Ruhui balancing-station could, for instance, be used to a much greater extent
than at present, and, indeed, could be examined with a view to its development to maximum capacity
in the interests of greatest economy.

Nork.—There are two alternatives in the location and use of a balancing-station which will need
consideration. These are—

(1) The halancing-station can be located in the midst of a thickly-populated area of licensed
suppliers and can then act as both a bulking-station and a station to deal with the
surplus milk :

(2) The balancing-station could be located in the municipal area or on the outskirts and could
be served by bulking-stations from the country districts.  The essential feature of a
balancing-station is that it shall dispose of the surplus in the most profitable manner
possible, and be situated so as to obtain the maximum advantage through bulking
and collection.  Tacilities in bulking of supplies and organization of transport, can, 1f

necessary, be cousidered scparately, although in some areas it is possible that u
combination of bulking and balancing station will be most cconomical and efficient.

Utilization of Swrplus

I considerable quantities of milk are being separated at the balancing-station, then obviously the
need will arise for disposing of the skim-milk to some economic advantage. In Dunedin, and possibly
elsewhere, the attempt has been made to run pig-farms attached to the balancing-station in order to
dispose of the skim-milk.

A suggestion has been made in several areas, however, that consideration should be given to the
manufacture of fancy cheese and cottage cheese, &ec., for which, at the present time, the American
Armed Forces indicate that there is a strong demand. Whether this would be a purely temporary
demand, passing with the withdrawal of Allied Forces, it is not easy to say, but the health authorities
in evidence have indicated that they would welcome any attempt to extend the use of milk products
and that such items of diet as cottage cheese would undoubtedly be a very valuable supplenent.

The Commission has given careful consideration to the problem of raising the price of cream to ice-
cream manufacturers so that they, too, shall bear their proper share of the cost of producing such
cream. 1t is pointed out, however, and has been stressed in several quarters, that the supply of cream
to ice-cream manufacturers depends to a considerable extent on the price to be charged for that eream.
If it is too high, then other products such as butter and dried milk will be used. It would be unwise
to follow a policy caleulated to reduce the quantity of cream being consumed, and the Jommission
therefore recommends the Central Authority to go fully into the question of adjusting the price of
ereamn to ice-cream manufacturers so that it will not be raised to a point likely to defeat the objective
of the economic disposal of surplus milk as cream. Eflorts should be made, however, to encourage
jce-cream manufacturers to purchase as much as possible of their cream requirements in the summer
when the price of cream is low. In the winter all cream should be sold at a price compatible with the
value of the milk, because the amount of ercam required by the conswwing public will probably absorb
most of the surplus milk.

One of the chocolate-manufacturing concerns in the Dominion indicated to the Commission that
it could 5o organize its manufacturing processes that it would he able to take most of its milk requirements
in the summer and would need to depend on the city-milk supply for only a very small quantity in the
winter. This type of co-operative demand is in the best interests of the producers as a whole, and all
possible steps should be taken to encourage such arrangemcnts. However, with the Dairy Farmers’
Supply Association taking full responsibility for the organization of supply and for the cfficient disposal
of all surplus milk it can be safely assumed that all possible steps will be taken to reduce the loss on
surplus milk to o minimum. The Central Authority should give favourable consideration to any
reasonable request from the producers in their attempt to safeguard the economic disposal of surplus
milk. This would include such powers, for instance, as the prevention of heavy purchases of milk or
milk products from sources outside the metropolitan supply area by firms or eompanies (other than
dairy-factory companies) manufacturing within the metropolitan supply area.  The Commission has
already recommended that the Dairy Farmers” Supply Association should be given sole power to sell
milk and cream to the metropolitan area. This would obviate what, in the opinion of the Commission,
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is «an undesirable practice i the Christchureir area, where large quantities of eream ave purchased from
the West Coast of the South Island and brought by wail to Christchurch to be vended as sweet eream.
This trade should be in the hands of the l)m) Farmers” Supply Assoctation m order to enable them to
dispose of surplus milk to the best possible advantage.

Considering the importance of the disposal of surplus milk as o whole, the Commission recommends
the Central Authority to determine what priovity can rightly be given to the Dairy Farmers’ Co-
operative Milk Supply Association to supply all milk and cream for milk products in the metropolitan
area (other than butter and cheese) in order to dispose of surplus milk at the best price.

TACENSING OF SUPPLIERS

The Commission has heard much evidence i connection with the licensing of ‘ill]’)})“(l‘,\‘, and it
has been put forward on more than one occasion that the Health Department shou](l he given the right
to control the quality of the milk from the farm to the consumer. At present this H”ht can only he
exercised by the Health Department from the farm-gate, and the jurisdiction of the Health Depart-
ment does not extend to the milking-shed.  The Commission 1s of opinion that the present arrangement
is reasonably satisfactory, although there is undoubtedly scope for greater collaboration between the
Health Department and the Department of Agriculture in following up complaints regarding milk,
I the Dairy Farmers” Co-operative Milk Supply  Association was made responsible not ouly (or the
supply of milk, but also for its quality, it s probable that the control of farm conditions could hest be

arvied out by the Department of Agriculture, ecither through the Live-stock or Dairy Division in
collaboration with the Supply Association. Consideration should Lurther he given to any suggestion
for expediting the follow-up of lIIlH;lflh‘[rl(f()ly milks by the Health Department.

With this qualification the Commission is of opinion that the present systenm of licensing suppliers
is satisfactory and that, having been licensed by the Department of Agriculture, no further license
should be reguired by the producer in order to supply city milk. Ie should, however, apply to the
Dairy Farmers” Co-operative Milk Supply Assoctation for membership (in accordance with recommen-
dattons stated in Chapter 7), and, having been accepted, he would then become o [ully operative
city-milk supplier.

The question ol admitting to membership supplicrs who are still on a scasonal basis of production—
that is, producing far more milk in the summer than in the winter—-is a matter of considerable
importance and is again discussed at this stage because of its bearing on problems of supply.  The
supplier with a Inuwy sutmmer production is the sapplier who ereates the major part of the surplus
millk problem, and in Auckland it was on this point that the Auckland Metropolitan Milk Council had
allowed considerations of economy existing within pools to override considerations of adequacy ol supply.
There appears to be at least one possible practicable method of exercising reasonable control over this
question of the seasonal prodecer, and that is by the Dairy Farmers’ Co-operative Milke supply
Association being given the right to set up two distinet types of membership

(@) Membership v o permanent group of suppliers : and

(0) Membership in a temporary, or * winter,” group ol supplicrs.

The permanent supply group should be comprised of present full-time city-milk suppliers, plus
any new suppliers whose winter production for the coming winter is estimated at, at least, say,
40 per cent. of their total scason’™s preduction,

The temporary or *“ winter 7 group should he comprised of present suppliers who indicate that
they do not wish to cater for all-the-year-round city-milk production and any new suppliers whose
percentage of winter production to total production is estimated at appreciably less than, say,
40 per cent. The temporary group of supplicrs would send the whole ol their production in the
summer months to the butter or cheese fuctories and would supply the city only in the autumn and/or
winter according to their expressed wish.

No producer should be refused membership of a Dairy Farmers” Co-operative Milk Supply
Association unless——

(@) He has been refused a license by the Departiment of Agriculbure :

() The Dairy Farmers’ Co- upvmtiw Milk Supply Association can show that their quotu
milk for the coming winter is at least 10 per cent. in excess of the stated estimated
demand.

The Central Authority should confirm the refusal of any applications for membership. This
safeguard 1s suggested as a means ol policing any attenpt by the Supply Association to vestrict their
membership before all supply commitments ‘have been adec fuately safeguarded.

(Nore. The Central Auathority, because it is aware of the number of licenses heing refused, will
be in a position to determine vhether the price for city miik is proving undaly attractive compared
with the price for dairy-factory supply.  The Central Authority can then in its wisdom take
appropriate action.)

PRODUCER-VENDORS

Producer-vendors should be members of the Supply Association, bat should be allowed to continue
to vend the production from their own farms plus a controlled amount in the winter which may be
purchased from the Supply Association at rates to be determined by the Central Authority. 1t is the
recommendation of the Commission that the Central Authority consider whether producer-vendors
should be limited to vending only the milk produced from their own farms or an amount not exceeding,
say, 40 gallons daily, whichever is the higher. )

In deciding the amount of milk which producer-vendors should he allowed to purchasé in the
winter the Central Authority must give full weight to the influence of seasonal conditions, &e. The
purpose of this recommendation is fo ensure that producer-vendors do not hecome an unduly heavy
burden on the Supply Association, but the Commission is of opinion that they should be members of
the Supply Association in order thatts the wy will bear their fair share of the cost of surplus milk.

To the extent that producer-vendors achieve a level supply and do wot have o rely upon the
Supply Association for milk in the winter, then to that extent should they he permitted to retain the
full amount of the retail price, less a reagonable levy to the association.  To the extent that they rely
upon considerable quantities of winter milk from the association, then to that extent should they bear
their full share of the cost of surplus milk. Just how this could be apportioned must remain to be
deternined by the Central Authority.
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1t is, further, a recommendation of the Commission that producer-vendors should have their
lerds TUB. tested, and as soon as possible should arrange the vending of their milk in seated containers.

In concluding this chapter on supply reference ought to he made to the relationship, fully
outlined in Chapter 8, hetween supply and price to producers. Nothing that cauw be done by way of
organization or control will ensure the necessary supplies of milk unfess the price s suflicient to induce
farmers to undertake the tagk of producing city milk.  Given reasonable contracts, assurance of price
and continuity of warket, proper organization and control through their own co-operative, then
conditions should he conducive to adequate production of high-standard milk.  An outlook that
regards the achicvement of a high standard of supply ax a matter for assistance and ceonomie
enrouragement, more than policing and penalties, is also rvequired of the controlling organization.

CHAPTER 10.—ALTERATION AND REORGANIZATION OF METITODS OF COLLKCTION
NEED or REORCGANIZATION

The main objeets Lo be achieved In any reorganization of methods of collection are—-
(1) To ensure that milk is delivered to vendors in as fresh and elean a condition as iy reasonably
possible 3 and
(2) That the cost of collection should be as low as is possible consistent: with the maintenance
of freshness and cleanliness,
That such reorganization is desirable and, indeed, necessary is made abundantly clear by the survey
of conditions obtaining in cach of the areas, hut particularly in Christehureh and Dunedin. - When
it is found that a night’s and next morning’s milk is eollected i one lot, and at times not until about
midday, and then is brought in for pasteurizing and for delivery the following morning, as is the case
in Christehureh, a change of method becomes an imperative necessity.  When, as in hoth Christehurch
and Dunedin, the whole of one day’s milk is collected from producers by a large number of vendors
and kept by them on their own premises overnight for delivery next morning, then again, on the
arounds hoth of freshness and cleanliness and of cconomy, reorganization hecomes essential. T 18
nob too mueh to say that in all areas appreeiable and even substantial cconomies can he effected and the
maintenance of a high standard in the milk, both raw and pasteurized, assured by a measure of
reorganization that is in every way reasonable.

CoNTROL BY Datry Farmurg Co-orEraTive Mink SupreLy ASSOCTATION

The first and most imyportant reorganization is in the method of control of eollection.  The interests
of the industry will hest be served if that control is vested in the body whose particular interest it i to
attain a high standard of efficiency and to carry out the work as ceonomically as possible. That hody
is the Dairy Farmers” Co-operative Milk Supply Association. If, as we recommend, such a body is
created in each arca and if, as we further recommend, any fall in the standard of the milk when it
reaches the treating-house immediately reacts upon the price to be paid, then the interests of cach and
every member of the association is closcly bound up with the economie collection and delivery of the
milk in the best condition attainable.  Our first recommendation, then, is that the method of collection
by the vendor be replaced by collection and delivery to the vendor by the Dairy Farmers’ Co-operative
Milk Supply Association.

The advantage of this change applics not only in the case of milk delivered to large treating-houses,
buk adso in the case of milk handled by raw-milk vendors.  Here again two marked defects are noticeable.
The first is the time or times of collecting and the conditions under which in many cases the milk is
kept.  The second is the considerable waste that is involved in the distances travelled by the
vendors individually in collecting their milk from a number of producers. A striking example of wastoe
in this respect is supplied by the conditions in Christehurch.  The summary of distances travelled
and the gallonage delivered per mile shows the extent to which the evil has grown. Tt s from
Christehurch, too, that the most authoritative complaint of the condition under which milk is often
held overnight comes.  But the same mischief is found in other areas, in Dunedin in a marked degree,
in Auckland and the Hutt to a less degree. The remedy that the Commission recommends s to
limit all purchases of milk within any area to purchases from she Dairy Farmers” Co-operative Milk
Supply Association or from the treating companies, and to confer and to impose upon that association
the right and the responsibility of collecting and delivering all wulk purchased from it.  This
recommendation applies to all milk purchased by the treating-houses and to that purchased from the
association by other than producer-vendors. It is not intended to apply to producer-vendors,
concerning whose deliveries special recommendations are made.  Nor is 1t mtended to qualify the
right of producer members of co-operative vending companies to protect their membership by clecting
to have their milk delivered to the company of which they are members.  But even in this last case
the collection should, in our opinion, he the responsibility of the Dairy Farmers” Co-operative Milk
Supply  Association.

Time, Prace, axp ManNur o COLLECTION

The most inportant object to be attained ix delivery of the milk to the treating-house and to the
vendor of raw milk in the best possible condition. I this connection four matfers require attention.
They are

(1) Collection while milk is fresh
(2) Colleetion from cool room of the Farmer’s daivy, or from the farm-gate where conditions
of entry are unsuitable for the collecting vehicle, Proper covered stands should be
provided in the latter case :
(3) Prompt delivery to treating-houses and vaw-milk vendors :
(4) Transport in suitable vehieles.

(1) Collection while milk is fresh involves the question of the milk being collected onee or twice
daily and also the further question of the time atlowed to elapse between milking and colleetion. The
practice In this respeet varies. In Auckland the treating-houses collect the iilk twice daily.  The
evening milk is collected in the evening, taken straight to ihe treating-house and pasteurized, and
retailed on the rounds next morning.  The morning’s milk is collected i the morning, pasteurized
forthwith, and delivered to wholesale parchasers later in the day.  Aw already stated, in some of the
other areas the milk of one night and the following morning is colleeted during the morning,
pasteurized on defivery to the pasteurizing-house, and delivered the following day. In some cases
Jawemite vendors defiver in the morning the milk of that morning and that of the night before.
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While this last-mentioned practice ensures a shorter time-lag between the hour of milking and that of
delivery to the consumer than is unfortunately allowed in some other cases to which reference is made,
keeping millk overnight on a vendor’s premises should be allowed only in cases in which satisfactory
refrigeration storage is provided. The Commission approves the practice of the treating-houses
Auckland, and recommends the adoption of that practice with such necessary modification in any
area as in the opinion of the Central Authoriby the cireumstances of that avea render necessary or
desirable.

(2) The practice in regard to the place at which milk is picked up by the collecting ageney varies.
In many cases it is kept in the cool room of the farmer’s dairy and picked up from there.  But in other
cases it s picked up from the farm-gate or other convenient roadside position.  In a few cases farm-
gate stands are provided with covers to profect the milk from the sun’s rays or from rain and from
gome of the dust. But such covered stands are not common,  Again, the dairy-farmer way know
the time when the collector generally calls.  But regularity and punctuality ave subjeet to interruption,
and exposure for undue periods is at times unavoidable.

The question of expense is sometimes raised in this connection. It is to the advantage of the vendor
company or individual to pick up at the farm-gate, but certainly inconvenient and wasteful to the dairy-
farmer to start up trucks or to harness up and cart cans of milk to the stands. A statement made in
Auckland on hehalf of producers may be appropriately quoted here

“Phere is one point. which has heen mentioned in connection with cartage which we would
stress. And that is the colleetion of milk at the dairy, and not the farm-gate. 1t is more
economical for the milk carrier to drive in to the daivy than to have several hundred individual
farmers starting up trucks, tractors with trailers, or catehing and harnessing horses twice a
day in order to cart the milk 50 yards or 200 yards to the farm-gate. In Auckland for a number
of years it has been the practice of farmers to have cattle-stops or special entrances to enable
the lorry to collect from the dairy. In the event ol universal refrigeration, it would be absolutely
essential. It would he useless cooling milk to 40 or 45 degrees and then leaving it standing on
the side of the road in summer in Auckland for anyv length of time.  If farmers are unable to
provide satisfactary entrances to the dairies, suitable roadside covered stands must be provided.”

Tf the dairy-farmers’ own supply association aecepts at the expense of its members the responsibility
for collection, there is no conflict of interest hetween the daivy-farmer and the collector. The dairy-
farmers’ interests in this respect arve the only interests to he considered, and in the opinion of the
Commission the question of place of pick-up may safely be left to the Supply Associations. It may he
well, however, for the Central Authority to frame regulations that could be approved by the associations
and that would protect the dairy-farmer in exceptional cases, and the Jommission recommends
accordingly. '

(3) Prompt. delivery to treating-house and rvaw-milk vendors should be a characteristic of all
systems of collection. Tf a Co-operative Bupply Association has a depot in which it weighs and samples
each supplier’s milk, some time will he oceupied in this process. But such a depot should be conveniently
placed, and time for weighing and sampling should be the only interruption to the diveet delivery from
the daivy-farm to the treating-house or the raw-milk vendor.  Where the Dairy Farmers’ Co-operative
Milk Supply Association is controlling collection there should he no necessity for regulation, but as our
first recommendation may not he adopted immediately and put into practice evervwhere, a regulation
that includes the necessity for uninterrupted transport may be necessary. ,

(4) In the opinion of the Commission the time has arrived for the adoption of regulations specifying
the type of vehicle to be used.  In Wellington a covered fruck is in use.  In other arcas the trucks arve
open, and when, as often is the case, these trucks are on dusty roads in the heat of a summer’s day the
milk must suffer.

The Milk Department of the Wellington City Couneil ix considering the possibility of using tanker
transport after the war. It is obvious that a tanker cannot go from farm to farm picking up relatively
small quantities of milk, bulking it in the tanker before it has been sampled, and subjecting it to the
disturbance inevitable during the time that the tanker is only partially filled. But in cases in which milk
is to be picked up from a depot or several depots at points along a main road, different considerations
apply. If, for example, the Wellington Milk Department were to colleet milk that had been brought.
into, say, Shannon, Levin, and Otaki, it could be conveniently transported in a tanker. This ix a
possibility for the future. In the meantime, some action to protect the milk during transport is desirable,
The Commission’s recommendation is that the Central Authority, when established, should prepare
regulations preseribing the type of vehicle to be used.

One matter that deserves consideration is the desirability of the Dairy Farmers’ Co-operative
Milk Supply Association owning the vehicles that (if our recommendation that the work of collection
hecome the responsibility of the association is adopted) will be used for the purpose.  An alternative
is for the association to arrange collection by contract. In our opinion the vehicles are more likely
to be maintained at a standard required by those whose first interest is in maintaining quality if they
are the property of the suppliers than if they are owned and operated under the sole influence of
commercial interests, We recommend that as soon as is practicable the Dairy Farmers’ Co-operative
Milk Supply Association should purchase vehicles of the type best suited to serve their interests.

Cosr or COLLECTION

The Commission recommends that the Dairy Farmers’ Co-operative Milk Supply Association he
responsible for all costs of collecting and delivering milk to treating-houses and vendors’ dairies. The
cost should be assessed by the Central Authority after making proper allowance for any increased cost
due to extending the period of twice-n-day collection, and should then be included in the price to be paid
by the vendor to the Dairy Farmers’ Co-operative Milk Supply Association for milk delivered. This
matter is further discussed in Chapter 8 on prices and margins.

CHAPTER 11.—ALTERATION AND REORGANIZATION OF METHODS OF TREATMENT

The major purpose to he served in the processing of milk is to ensure the destruction of all
pathogenic hacteria and to protect it from all danger of recontamination. This can be done only
where the milk is properly and cffectively pasteurized and immediately filled into sealed containers
in such a manner that from the time the milk enters the pasteurizer until it reaches the container there
is no danger of the introduction of pathogenic organixms.  There is still o persistent belief in the
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minds of the public, fostered to a considerable extent by the commercial interests of raw-milk vendors,
that the process ol pasteurization is harmful to the quality of the milk.  The antagonism to pasteurized
milk in the minds of the public is probably much more apparent than real evidonce was available to
the Commission in more than one centre that raw-milk vendors, especially in the low-production winter
period, made up their shortages by purchasing pasteurized milk from the treating-houses.  The
customer was not informed that he was actually receiving pasteurized milk, and presumably firmly
believed he was receiving raw milk.  In another case evidence was obtained that a ** raw-milk
vendor was purchasing pasteurized milk for his whole supply from one of the treating-houses, and his
customers all apparvently helieved they were receiving raw milk.

It is true that ineflicient methods of pasteurization as practised by some of the treating-houses
have assisted the distributor of raw milk in his eriticism of pasteurized milk. Tt is also true in some
ases where very-efficient pasteurizing-plants have heen in use that the age and condition of the milk
when it reached the pasteurizer was such as to make it impossible for milk of high standard to be
delivered to the consuming public. It has been repeatedly stressed in all discussions on pasteurization
that the process of pasteurization does not make had milk, or milk of poor quality, good. Tt is
stmply a means, and should be used as a means, of malking mille of high standard perfectly safe for
human consumption.  The widespread misunderstanding of the purpose and function of pasteurization
leads the Commission to its recommendation that steps he taken to educate the public on the value of
pasteurized milk rather than immediately to enforce its universal sale. At the sane fime, it would
be necessary for the authority advocating the inereased use of pasteurized hottled milk to ensure that
the processing of milk complied with all the requirements of efficient pasteurization and hottling.

Varur anp DaNcer or MLk

The medical evidence and the evidence of nutritionists has emphasized that milk is an indispensable
article of diet and a most valuable food. The same expert evidence has stressed the fact that milk is,
at the same time, one of the most effective means for spreading infectious diseases both of hovine and
of human origin.  An article prepared by Dr. Whitehead, Bacteriologist, Dairy Research Tnstitute,
at the request of the Commission is published in the Appendix, and there is no need at this stage to
enlarge upon the type and incidence of the discases communicable to human beings through milk.
But in our opinion the value of milk as a food, its universal use, and the danger of infection at all stages
from the cow 1o the consumer must he kept in mind throughout this discussion of the subject of treat-
ment.  The Commission has formed the conclusion that the use of pasteurization in some  instances
has been adopted for the purpose of improving the keeping-qualities of the milk rather than for the
essential purpose of making it safe for human consumption,

Of the discases normally desceribed as milk-borne, many, il not the greater number, are of human
origin, and the distribution of pasteurized milk by the can-and-dipper method must therefore he
regarded as inconsistent with the protection of milk from all danger of recontamination.  Recognizing
this fact, it is impossible to escape the conclusion that the vending of pasteurized milk except in sealed
containers Iy inconsistent with the purpose of providing the public with a safe milk. In Auckland
and Dunedin large quantities of pasteurized milk are exposed to recontamination from the moment
the milk leaves the pasteurizer until it is delivered to the consumer. Moreover, some of the methods
of pasteurization cmployed are such that protection of the milk from recontamination is impossible
even during the process ol cooling immediately following pasteurization.  Farthermore, conditions in
some ol the factories are such as to make it unlikely that the milk can be declared free from pathogenic
organisms even when coming from the pasteurizer.  All that has been said above, however, is no
indietment of the case for pasteurization, and the Commission is satisfied that pasteurization of milk
is u desirable policy as a means of protecting public health and of ensuring that milk is at least safe
from  disease-producing organisms.  Ineflicient pasteurization will undoubtedly draw eriticism from
the opponents of pasteurization.  But it would bhe llogical to assume that, because certain of the
processing-plants employed in pasteurizing had heen used not for the purpose of making the milk safe
for human consumption, but for the purpose of improving its keeping-qualities, the principle of
pasteurization had heen in any way diseredited.

Nurbd ror TREATMENT

On the evidence submitted by medical authority it must be concluded that the only satisfactory
method of processing milk intended for consumption in liquid form is to pasteurize it while fresh, and,
as it comes from the pasteurizer, to fill it direct into some form of clean and sterile container.

The Commission recommends, therefore, that the entral Authority actively pursue the policy of
encouraging adequate pasteurization of all milk sold, and that us carly as possible it should be required
that companies and private vendors distributing pasteurized milk should distribute such milk in sealod
containers,  The Commission has received information that there is no shortage of hottles, and there
should be little difficulty in the way of giving effect to this recommendation. At the same time, we
are of opinion that it would be unwise to attempt to enforce universal sale of pasteurized milk,
Kducational methods stressing the value of millk and the importance of ensuring its safety will achieve
this purpose in & much more desirable manner, and there is much to be said for the submission that
1o attempt should he made to compel all consumers to purchase pasteurized milk.  Some people will
still demand raw milk, and their desives should be satisfied in the meantime ;  but. they must be
afforded a measure of protection, and the milk supplied to them should be as safe as possible.  The
Commission recommends, therefore, that all raw milk istributed to consumers must he from
“aceredited ™ herds, from herds that have been T.B. tested at six-monthly intervals, and must be
hottled at the source of production s soon as possible after milking. In this way a measure of
protection will be assured to the consumer, but the Commission would emphagize that it is not by any
means 100 per cent. protection.

Scorr oF SuBIRCT

The term ““ treatment ™ in the minds of many people is applicable strictly to the process of
pasteurization, but the Commission considers that it should be associated with daily sampling and
testing of all milk prior to pasteurization in order to ensure that the quality of the milk is of the
desired standard. Tt should be associated with hottling or filling into sealed containers immediately
after pasteurization to protect against recontamination. These three matters of sampling, testing,
and bottling of milk are therefore conveniently dealt with together,
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In the opinion of the Commission, only good, clean, fresh milk should be pasteurized.  This opinion
is accepted hy all authorities and needs no elabhoration here, but in order to ensure that the milk s clean
and fresh o proper system of sampling and testing ought to be adopted at every treating-house.  The
fommission is impressed by the system that prevails in Wellington, and recommends its adoption in all
areas. The system has been deseribed in Part 1.

The essentinl features of a desirable system which need emphasis are--

(1) That a sample of every supplier’s milk should he taken every day as the milk is received
at the treating-house :

(2) That samples taken should be tested for butferfat content, cleanliness, and hacterial
condition, and as frequently as possible for solids not fat and for evidence of added

vater :

(3) That the butterfat content of the milk shall be used to determine part of the basis on which
the rate per gallon is assessed for payment to the producer, and that the condition of the
milk in the other respects shall determine its grading and consequently rate of payment :

(1) That the rate of payment for sccond-grade milk should be sufficiently severe to be a proper
cconomic indueenient to the supplier to maintain a high standard of supply. Proper
provision should be made for condemning milk from any supphlier and Mr the ean-
cellation of his license if the supply of unsatisfactory milk continues.

The Commission recommends that daily sampling, testing, and grading of milk, with adequate
penalty or rejection in all cases of Tower grading, be adopted in all areas as soon as facilities ean he made
available,

PASTEURTZATION

Pasteurization, unless it ix to defeat the purpose of the term, must he effective pasteurization,
It cannot be wholly effective unless machines of an approved type are used and unless the methods
employed throughout the processing are appropriate for the purpose.  This is unfortunately not true
generally of the plants and methods now in use. There are, of course, conspicuous exeeptions, but they
form a distinet minority of the plants in use.

The Commission made a point of inspeeting all the treating-houses in the metropolitan areas, and
reference has already been made to these visits in Part T of this report. The Commission is of opinion
that a great deal of improvement needs to take place in the existing plants in order to bring them to a
stage of efficiency such as will ensure that on cach and every day of the year they are capable of providing
a high-quality safe milk. There are thirteen plants operating in the four centres, and of these thirteen
only three are completely modern in all respects.  In six of the plants some portion of the unit, either
the pasteurizer, the bottle-washer, the bottle-filler, or the layout of the building itself, is not up to date
or completely efficient.  The remaining four plants ave completely out of date in all respects and should
receive urgent attention.  In this respeet the Commission is of opinion that, in the interests of proper
control over milk-processing and economy of operating, the number of plants in a given area should be
reduced rather than extended. It may be desirable for the Central Authority to consider the de-licensing
of present inefficient units rather than approving alterations and additions required in each individual
ase to bring the plants up to the required standard.

The number of plants that should operate in any arca is one which must be decided after proper
review of the circumstances prevailing in that arca both in relation to the number of existing efficient
plants and to the volume of the demand for milk in that arca. Under the draft Pasteurizing Plant
Regulations 1943 it is proposed that the Health Department should license treating-plants, but there is
no proposal that the Department should have power to refuse a license if the plant and buildings fulfil
all the requirements of the regulations.  In the interests of rationalization of the processing of milk,
power should be granted to the Central Authority to control the number of plants in operation.  In
order to ensure pastenrization being thoroughly effective from the technical and from the consmmers’
point of view, the Commission is of opinion that the following matters require immediate attention : -

(1) That the pasteurizing unit be thoroughly efficient mechanically for this purpose, be ther-
mostatically controlled, and have recording thermometers installed at the appropriate
points :

(2) That all bottle washing and filling machines he mechanically controlled, and attached to
the pasteurization unit in such a manner as to cnsure that the pasteurized milk is
not. open to contamination and that it is sealed in sterile containers

(3) That can-washing machines, preferably mechanically controlied, be thoroughly efficient
for their purpose of ensuring complete sterilization :

(4) That all pasteurizing units e housed in well-planned buildings, in the construction of
which particular attention has been paid to ventilation and light, the building to be
constructed or lined with material impervious to milk and water.  The building should
also he dustprool.

(5) That the plant be provided with adequate supplies of water, refrigeration, and steam :

) That the operating of all units be under the control of a fully-qualified working manager.
The evidence of qualification should be a certificate from the Dairy Research Institute
that the holder is fully qualified as a working manager of a liquid-milk-processing plant :

(7) That the whole of the operatives engaged in the processing of milk be subject to periodic
medical examination in order to ensure that there is no danger of contamination of the
milk with disease of human origin, particularly of the epidemic type :

(8) That the utmost cleanliness be observed in every operation connected with the processing
of milk. In many of the treating-houses visited by the Sommission there was evidence
that those responsible for the processing of milk did not appreciate the extreme
importance of cleanliness.  The impression scemed to be that pasteurization was a
process carried out in order to comply with a regulation rather than to provide milk
of absolutely safe quality to the consuming public::

(9) That an analyst be attached to the treating-plant and that he be duly qualified for the work
he is required to do.  His appointment should be made in such & manner as to remler
him independent in respect of the matters dealt with by him in his capacity ws an
analyst.  The qualifications for an analyst should be decided upon by the Central
Authority after discussion with the Health Department and the Dairy Research Tnstitute.
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Finally, the Commission recommends that in order to give complete control to the processing of
liquid milk the draft Pasteurizing Plant Regulations 1913, which include most of ghe above features,
be introduced as soon ag practicable.

BorruiNg

Pasteurization, unless it is accompanied by immediate filling of the milk into sterile sealed
containers, does not ensure freedom from contamination. Phe danger of such contamination is
constant from the time the milk leaves the pasteurizer until it reaches the consumer, and in view of
the evidence that discases of human origin form a considerable part of milk-borne discases there can
be no doubt that the value of pasteurization is negatived unless the milk is immediately filled into sterile
contairiers and sealed.  In the case of raw milk, similar considerations apply. While such milk may
never be completely safe {rom pathogenic organisms of bovine origin, it can at least be protected from
exposure to infection with discases of human origin if the milk is filled into sterile containers at the
source of production and immediately scaled. The Conumission’s recommendations covering both
pasteurized and raw milk are therefore that such milk be filled into sterile containers ecither at the
point of pasteurization or at the point of production and immediately scaled. Al milk supplied to
milk-shops for resale should be delivered in such sealed containers.

The importance of cleanliness is as great in the matter of bottling as it is in the matter of
pasteurizing. Some of the treating-houses have expensive cleaning and sterilizing plants, and of
some of these it may be said that they are modern and effective and of others that they are neither
modern nor effective.  In other cases bottles are hand-cleaned. Both among the cases of machine
cleaning and sterilizing and among the cases of hand-cleaning there are examples of leaving the cleansed
and sterilized bottles on one side for an interval between sterilizing and bottling.  This practice affords
opportunity for recontamination, and ought to be avoided.  Though in some cases hand cleaning and
sterilizing is carried out in a reasonably satisfactory manner, it is difficult to ensure efficiency 1n all
cases. 1f mechanical means are employed, both means and methods are more capable of control.  The
Comimission, therefore, is of the opinion that all bottles should be cleaned, sterilized, filled, and sealed
mechanically, and it recommends that regulations be drafted with a view to ensuring control over the
types of cleaning, sterilizing, and filling machines to be used and the methods employed in operating
them.

Protection of Raw Mk

The question of the protection of raw milk has been mentioned under the heading of “ Bottling,”
and is related to the bottling of pasteurized milk, because the ultimate object in both cases is the same.
The presence of raw-milk vendors in the industry necessitates high standards of control if public health
is to be properly protected.  The Commission has already recommended that all retail milk should
he delivered in sealed containers, and with a view to ensuring adequate control of the raw-milk section
of the industry we recommend as follows :-

(1) That vendors of raw milk in cach area shall purchase all milk required by them from
the Dairy Farmers’ Co-operative Milk Supply Association for that area, and that if they
also vend pasteurized milk they shall purchase such milk in scaled containers from one
of the treating-houses operating in the arca. All supplics of raw milk should be drawn
from “ accredited ” and T.B. tested herds:

(2) That in the event of the vendor requiring raw wilk from the Dairy Farmers’ Co-operative
Milk Supply Association, steps must he taken to see that the raw milk is properly bottled
at the source of production. Such an arrangement will probably be best arrived at
between the individual producer and the vendor concerned, but the contract itself
should be approved by the local Dairy Farmers® Co-operative Milk Supply Association :

(3) That producer-vendors be licensed to sell milk on condition that their herds are
“ accredited ” and T.B. tested and that any additional milk required by them comes
from such herds or direct from a treating-house. In the latter event it should be
pasteurized milk in sealed containers :

(4) That all milk vended by a raw-milk vendor or by a producer-vendor should be distributed
in scaled containers and properly labelled as pasteurized milk or raw milk.

The objective of the delivery of milk of high standard to the consumer and the efforts of the
producer in producing milk of a high standard will be largely defeated unless processing-plants are
operated on a basis of complete regard for the maintenance of the high quality of the milk and the
destruction of all discase-producing organisms.

It should be the aim of the Central Authority in shaping and directing the policy of the liquid-
milk industry to educate producers, vendors, and consumers alike to an understanding and appreciation
of the need for universal pasteurization and bottling of mitk.

CHAPTER 12.—ALTERATION AND REORGANIZATION IN METHODS OF DISTRIBUTION
OByrcrs or ORGANIZATION

The final stage in the process of bringing milk from the cow to the consumer is the distribution of

the milk.  The three objects to be pursued in the organization of distribution of liquid milk are :—
(1) To maintain the standard of the milk distributed :
(2) To keep down costs by the employment of efficient methods and by eliminating waste :
(8) To deliver the milk at the time and in the manner appropriate to the needs of the consumer.

The best service can only be rendered if the milk delivered is of high standard and the price
sufficiently within the reach of the lower-income groups to make it possible for adequate quantities to
be purchased.  In both these matters organization of distribution plays an important part.

Milk may suffer in its freshness by delay and be rendered dangerous by contamination. Its cost
can be increased by inefficient or wasteful methods of delivery, and as the expense of distributing milk
to the consumer is by far the largest item in the vendors’ margin it follows that price to the consumer
is vitally affected by the methods employed.

During its investigation the Commission has been forced to the conclusion that there are
distributors who have little regard to the obligation they owe to the producer to maintain the quality
of the milk, and to the consumer to deliver an article of high standard. They have not endeavoured
over the years to make any appreciable improvement in the methods employed in handling and
distributing the milk, and they continue to operate with minimum efficiency and a minimum of hygicne,

6-—H. 29a.
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The measure of such efficiency and hygicne was, up to the time when zoning of distribution was
introduced, a veflection of the conditions hrought about by the depression years. Many vendors through
economic circumstances were allowed to sell milk without any worthwhile control being imposed by the
local authorities.

With the introduction of zoning and the elimination of competition, there remains no reason why
the standards of distribution should not be thoroughly overhauled, brought under strict control, and
rapidly improved. Under present conditions of zoning, the Commission is of opinion that the licensing
authorities can demand maximum efliciency and a ((msldomble advance in the present standard of
service,

AGENTS 01 DISTRIBUTION

There are several classes of agencies by which milk reaches the consumer. The chief of these 15 the
milk-roundsman, but an appreciable part of the milk distributed reaches the consumer through the
milk-shop and the milk-bar.  Other avenues are hotels and restaurants. Hospital and other institutions,
public and private, also purchase milk for consumption. Contractors deliver bottled milk to schools
e cities and towns and throughout the countryside. Other supplies go to the camps and stations of
the Armed Forces and to shipping, both naval and mercantile.

When the cleanliness, fuhhm'ss, and wholesomeness of the milk consumed is under consideration,
all these agents of distribution must be reviewed. In the final assessment of the consumer price, all these
avenues of distribution form a composite part of the total costs.

The Commission has, in cach metropolitan area, endeavoured to ascertain the quantities handled
by the various agents. Incomplete records have made a really satisfactory statement on this matter
mpossible.  What information is available is summarized for cach area in the several chapters of
Part I and in the Appendix to this report.

The maintenance of effective control nmy be rendered diflicult and uncertain by the employment,
in any section of the distributing trade, of an unnecessarily lnrge number of persons.  For instance, in
the case of roundsmen it is obvious that if the Auckland standards of distribution, where approximately
60 gallons per roundsman is delivered, could be improved to the Wellington standard of 120 gallons
per roundsman, then approximately only half the number of roundsmen would be required
with a saving not only in total wages, but also in transport costs, &c. This comparison also
applies to the large number of private vendors operating in each area. If each round could be built
up to a standard of, say, 90 to 100 gallons, it would go very close to halving the present number of
personnel engaged in the distributing trade and would considerably reduce Vehicle and other costs.

These remarks apply to vendors and producer-vendors as well as to employed roundsmen. The
fact must be borne in mind that the present wasteful method whereby individual vendors collect from
the farm, sometimes situated at a considerable distance, means the unnecessary usc of vehicles and
equipment, consumption of petrol, depreciation of vehicles, and excessive man-hours.  This total cost
is dircetly related to the number of gallons which are then distributed. If the number of gallons
distributed is 100, the cost per gallon will be at least half what it is when only 50 gallons are distributed.
The following 11)&)1111‘1‘51011 on mileages travelled and gallonages delivered is striking evidence on this
point. In (.‘hnst(‘hurch twenty- three producer-vendors travelled a total of 353 mllos per day to deliver
776 gallons of milk, or an individual average of 153 miles to deliver approximately 34 gallons of milk.
These same twenty-three producer-vendors, in addition to the above mileage travelled on delivery,
travelled a total of 226 miles, or an individual average of approximately 10 miles, to transport this
milk to their round.  In the same area information was available for seven vendors showm«r that they
travelled a total of 129 miles to collect and deliver 2563 gallons of milk, or an individual average
of approximately 18 miles to collect and deliver 37 gallons of milk,

Iixamination of the tables available from other centres shows a similar position, and this must
be considered undesirable both from the point of view of efficiency of collection and economy of
distribution.

A further most unsatisfactory feature of this low gallonage of delivery per unit is that with the
larger number of vendors engaged in the industry effective control over the standard of supply diminishes.

Considering that the health of both adults and children is vitally concerned, and that economy
of distribution is directly determined by these factors, these matters are of cousiderable moment.

MiLg-sHors

Complete information was not available to the Commission concerning the numbers of all shop
dairies in the several metropolitan areas. This is partly due to the fact that the control of the licensing
authority (for instance, the Metropolitan Milk Council in Auckland) does not extend to the whole of the
metropolitan arca. The following table gives some indication of the position with the relationship of
the number of milk-shops to the density of population :—

Number of  Number per 1,000 of

Area, Population, Milk-shops.  the Population.
Auckland .. .. .. L. 223,000 369 e R
Wellington . .. .. .. I‘M,OOO 91 0-7
Hutt .. .. .. .. .. 36,000 H0 =14
Christchurch .. .. .. .. 133,300 303 203
Dunedin .. .. .. .. 82,000 123 B st

Milk-shops occupy an important place in the distribution of milk. In Auckland they distribute
13 per cent. of all milk sold (excluding Armed Forces).  Their importance may increase or decrease
in the future according to the development of the organization of distribution. 1t is highly desirable
under all circumstances, however, that the number of such licensed dairies should not be excessive
and that the conditions under which milk is stored pending its sale to the consumer should be under
strict control.

In some other countries milk-shops sell at a lower retail price to the consumer than the delivered
price of milk. This has not been the practice in New Zealand, and the Commission can see no good
reason for altering the existing practice.  The justification for extending the distribution of milk Lhmugh
milk-shops could only occur on the grounds of economy, and as no reduction in price to the consumer
would result the Commission does not recommend any increase in the numbers of milk-shops.

Frequent inspection of the premises of milk-shops is necessary, and it is highly important that
adequate refrigeration facilitics should be available for storing the milk.  The Commission recommends
that, in common with producer-vendors and private vendors, milk-shops should be required to retail
only milk in containers sealed at the source of production or at the source of treatment.
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ConpITions oF DISTrRiBUTION

Apart from the question of the number of persons engaged in distribution, considerations arise
of the conditions under which the milk is handled during distribution.  Under the preceding chapter
on treatment a paragraph is included dealing with the conditions under which milk is handled by vendors
and producer-vendors. In this chapter the conditions obtaining in distribution aud the means of
transport as well as the personnel engaged on delivery rounds is discussed.  The following result of
tests made by the Health Department during the year ending 31st December, 1942, on samples taken
from shops, restaurants, and on the rounds is repeated from the chapter in Part I, ** Present Circum-
stances of the Supply of Milk to the Metropolitan District of Auckland > :

; . Perce o i
Number of Percentage hot complying

with Requirements of

Restaurants — Samples. Food and Drugs Act.
Pasteurized .. .. .. .. oo 36 30-55
Raw .. . .. .. .. o020 25-00
Shops and milk-bars- -
Pasteurized .. . .. .. .. 463 864
Raw .. . .. .. .. o3 11-25

The results may be compared with the results obtained during the same year by tests on official samples
taken on the rounds from the same area :—-
Percentage not complying

Number of with Requirements of

Pasteurizing companies—- Samples. Food and Drugs Act.
Pasteurized .. .. .. .. .. 207 0-48
Raw .. .. .. .. .. .. 15

Vendors supplied by pasteurizing companies—

Pasteurized .. .. .. .. .. 161 0-62
Raw .. .. .. .. .. .. 13 274

Vendors supplied by dairy-farmers—

Pasteurized .. .. .. .. .. Nil ..
Raw .. .. .. .. .. ..o 124 4:03

Producer-vendors—

Pasteurized .. .. .. .. .. Nil ..
Raw .. .. .. .. .. .. 408 14-39

Any consideration of the above table must take into full account that the legal standards required by
the Health Department are minimum standards.  From the viewpoint of quality there must be numerous
cases, constituting a considerable proportion of the total, in which the standard of the milk is low.
In other words, the above table gives no indication of the proportion of samples which would not be
classed as milk of good standard but which were just able to meet minimum legal requirements. The
Commission is satisfied that the present legal standards, whilst continuing to operate as legal minima,
should not be accepted as the minima for milk coming within the catagory of milk of high standard.

In order to exercise proper control and to give eflect to the purpose of tightening up controt the
Commission recommends that the number of Inspectors at present engaged in sampling milk, inspecting
fucilities, and examining premises be increased. The local Milk Council should be responsible for
determining the number of Inspectors necessary in order to give full effect to this recommendation.

In connection with methods of delivery on milk rounds, the Commission has already commented
on the variety of vehicles employed in the different cities. Numerous types of vehicles are in use,
including trucks, private cars, prams, cycles, dandies, and horse-drawn vehicles of the two- and four-
wheeler type, many of which have undesirable features from the hygienic point of view. Comment
has also been made on the condition of many of the vehicles used and the personal hygiene of the
distributor. Comment has further been made on the employment of young boys to assist roundsmen,
and in this connection the Commission recommends that the employment of boy labour be prohibited
as soon as employment conditions return to normal.  The Commission further recommends that a
standard form of vehicle or vehicles for delivery be preseribed by regulation and a date fixed on which
such regulations shall come into force. The Commission further recommends that the control
organization immediately take up the question of periodic medieal examination of all personnel
employed in the distribution of milk, and, if such an examination be immediately practicable, that a
regulation be prepared accordingly.

MaxiMmuM DeLIvERY pER ROUND

Wellington, through its municipal milk scheme, provides an example of an extraordinarily high
degree of efficiency in the organization of distribution. The delivery per roundsman is the highest for
any centre in New Zealand—viz., 120 gallons per roundsman. The reasons underlying differences in
gallonages per roundsman have been touched upon to some extent in Chapter 8 on < Prices and Margins.”
One important advantage as compared with Auckland, for example, 1s that delivery-time in Wellington
covers a period of seven and three-quarter hours, as compared with four and a half hours in Auckland.
The latter is due to the eflect of the Shops and Offices Act in prohibiting delivery before 3 a.m. and the
regulation by the Milk Council prohibiting delivery after 7.30 a.m. The Commission recommends that
further consideration be given to this question of the hours of delivery in order that roundsmen may be
permitted to work full award hours on their task of delivering milk. It is probable that the number of
gallons delivered per howr in Auckland compares favourably with the number delivered elsewhere, but
due to the short period worked it is impossible for more than approximately 60 to 65 gallons per man
to be delivered.

The problem of hours of delivery is not capable of easy solution. In view of the climatic
conditions prevailing in Auckland, it does scem desirable to ensure that the morning’s delivery shall
be in time to provide the family with the milk required for breakfast. This would be impossible if
the hour of delivery was extended beyond 7.30 a.m. In Wellington, where the climate is much less
humid, delivery-time commences at 3 a.m. in the summer and 6 a.m. in the winter. Thus very few
householders in Wellington City receive their milk in time for breakfust in the winter. In quite :
large proportion of houscholds milk is not received even in the summer-time in time for breakfast.
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This has brought few complainis, for two reasons : First, because of the steps taken by the Wellington
City Council to have the milk adequately cooled immediately on arrival at the balancing-station at
Rahui or at its depot; secondly, because payment for milk to the producer carries heavy penalties
for milk of inferior quality. This has had the effeet of ensuring the delivery of high-quality milk
which, even if received one day and used at breakfast-time the next day, still retains its quality.

In extending the hours of delivery in other centres in the attempt to increase the gallonage
delivered per roundsman, striet attention must be paid to these points. The climatic conditions
prevailing in that particular area must first be considered. Before any attempt is made to lengthen
the delivery hours, reorganization of the whole supply of the milk from the producer to the treating-
house should be such as to ensure a keeping-quality similar to that now firmly established in Wellington.
Even in Wellington, the Commission feels that steps should be taken as soon as conditions are normal
(recognizing that under war conditions it is not possible to enforce starting-times that would permit
of an carlier delivery) to endeavour to have all milk delivered by 10 a.m. at the latest. An carlier
finishing-time than this is desirable and should be possible in the summer—in the winter 10 a.m.
appears late enough for completion of delivery. Mothers with small children must be given con-
gideration in this matter, and for them 10 a.m. is the latest time by which milk should be received.

The question was raised during the Commission’s hearings as to whether a daylight delivery of
milk might not be desirable. There are important advantages and considerable disadvantages under
a system of daylight delivery which the Commission does not feel fully qualified to discuss. 1t is o
question, however, which should be given consideration in the light of fubure organization.

Another important factor affecting cost of distribution is that in Wellington only bottled milk is
delivered by the roundsmen, while in Auckland roundsmen deliver both raw and bottled milk, and in
a few cases deliver butter and occasionally cggs.

Payment for milk in Wellington is made by the token system, and roundsmen do not colleet
money or receipt accounts. In Auckland and other centres roundsmen are respongible for collecting
money and receipting accounts. Approximately three hours per weck (on one particular day) is
spent by roundsmen in collecting payments which have not been collected during the round.
Other factors affecting Wellington’s high gallonage per roundsman is the quantity delivered per
customer, which is approximately 213 pints, as compared with approximately 1-78 pints for Auckland,
1:95 pints for Christchurch, and 1:91 pints for Dunedin. The reason for this difference in delivery
per call is not easy to determine. It is argued, too, that the extensive use of horse-drawn vehicles
assists to raise the gallonage delivered per round. While the evidence available certainly favours
the efficiency and economy of horse-drawn transport, there are many factors to be taken into con-
sideration in any discussion of the efliciency of horse-drawn as against motor-drawn vehicles.

Auckland appears to have one advantage over Wellington and other arcas which might well be
considered in any prospective reorganization. A number of depots conveniently distributed throughout
the suburbs have been set up in Auckland and from these roundsmen go out to relatively nearby rounds.
This has advantages both from a transport point of view and in concentrating the roundsman’s time
to the maximum extent on actual distribution.

The Commission recommends that all these factors affecting the number of gallons delivered per
roundsman be taken into full consideration in any attempt at reorganization. The main purpose of
such reorganization must be to increase the number of gallons delivered per roundsman and thus, by
reduction in total wages and in transport costs, effect appreciable reduction in delivery costs.
Because of the fewer persons engaged on the rounds, better control can then be excreised over the
conditions of delivery.

The Commission further recommends that advantages of the Wellington syster, such as token
payment for milk, delivery of all milk in scaled containers, and the working of full award hours on
delivery, be examined and, if practical in cach area, be brought into operation as carly as possible.
The subject-matter of these recommendations is matter suitable for the consideration of Milk Councils
or other local authority having jurisdiction over the distribution of milk.

There is another matter that is closely related to the subject of prices and margins but which can
be again mentioned at this point. The Milk Department of the Wellington City Council distributes
all retail milk in bottles and requires the consumer to pay for the bottles. We recommend that this
course be adopted in all arcas. Further, the Wellington Milk Department distributes only pint and
quart bottles of milk, and at the present time appear to be developing their trade almost completely
in pint bottles. The Commission is of opinion that full consideration ought to be given to the advantages
of distributing only two sizes of milk-hottle --namely, pints and quarts—and the delivery of milk in
half-pint bottles only at the appropriate cost. This matter has also been discussed in the chapter
on prices and margins.

On the question of the excessive number of vendors or producer-vendors engaged in the distribution
of milk in any arca, the Commission recommends that the Central Authority give this matter early
attention with a view to devising and enforcing methods of rationalization that will reduce serious
wastage of man-power and material involved and protect the consumer against avoidable cost.

PART IIL.—SUPPLY TO THE ARMED FORCES
CHAPTER 13

The third matter of reference is < The supply of milk for the Armed Forces, including Allied Forces
in such areas "—-that is, to the four metropolitan arcas.

Particulars of all contracts made by the Food Controller for the supply of milk to the Armed Forces
have been supplied to us.  We have also had the advantage of conferences at Auckland and Wellington
with representatives ol the Armed Forces, including the Allied Forces, with a representative of the
Tood Controller, and in Auckland with the Auckland Metropolitan Milk Council.  We have examined
the returns supplied to us with a view to ascertaining the quantities of liquid milk required, the relation
of these quantities to the total requirements of the areas from which the supply is drawn and the relation
of the prices agreed upon to the costs involved and to the prices charged for supplies to the civilian
population.  We have given special attention to the inevitable fluctuations in demand.  We  have
also consulted representatives of the Armed Forces on the question of quality, and have discussed thiy
matter with the Milk Council at Auckland and with vending and producer companics who are responsible
for supyply.
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AvrQuacy or Surrny

The Commission was concerned to discover that severe cuts had been made in the supply to Armed
Torces both at Auckland and at Wellington.  These were due in part to circumstances adversely
affecting production. In both areas the reduction in the amount of fertilizer available and, more
seriously, the shortage of labour have had serious effects.  In Auckland a severe and prolonged dry
season has reduced production throughout the provinee. In both arcas, in the opinion of the Com-
mission, the policy pursued not ouly before hut also since the outbreak of war has rendered the
organization of adequate supplies to the Armed Forces difficult.  In Auckland there appears to have
heen a failure to appreciate the importance of maintaining an adequate surplus and the failure also to
encourage a nearer approach by dairy-farmers to an all-the-year-round-level supply.  In Wellington the
Milk Department has hesitated to commit itself to contracts adequate to meet the needs of the community.
Failure on the part of all concerned to contemplate and to deal with the supply to the Armed Forces
as o separate supply service having distinctive features and presenting unique problems has been, in our
opinion, a contributing factor to the failure to maintain adequate supplies.

STANDARD o MiLk-surpLy

The Commission was also concerned that there had been complaints concerning quality of the milk-
supply and that a number of these had been justified.  Tn Auckland, Allied Forces have refused for
some time to draw milk from one of the large treating-houses, and in May of this year stopped all
supply from another of the large treating-houses. This is not surprising in view of the conditions
of the processing-plants and of the fact that a large part of the wmilk in Auckland was drawn
from accommodation sources—that is, from dairy-farmers whose herds and sheds are not subject to
the same control as ave the herds and sheds of regular town suppliers.  Reports from the Health Depart-
ment show that in July of last year, of fourteen samples taken in Christchurch from the supplies drawn
from one of the treating-houses, four showed a deficiency in butterfat, all four being below 2 per cent.
and one as low as 103 per cent.  On the other hand, a number showed high butterfat content, one as
high as 6:12 per cent. A number were defective in solids other than fat, and eleven showed 6 per cent.
or 7 per cent. of added water. In November, twelve samples collected from milk supplied to the Armed
For ¢s by the same treating-house showed an improvement, but all twelve were deficient in butterlat,
though in the worst case the butterlat content was 3-01 per cent.

Apparently the trouble in Christchureh has been removed.  In Auckland the outside or accommo-
dation supplies will ceasce for the year almost immediately, and it is hoped that steps will be taken to
prevent a renewal of the practice of drawing such supplies.

Structural alterations with a view to ensuring better equipment and a higher standard of treatinent
are being carried out in the processing-plant at Auckland, supplics from whicl were stopped in May,
and it is anticipated that there will be & marked improvement in this respect.,

1f the recommendations that we make are adopted, the supply to all Armed Forces should be
assured and its quality prove satisfactory all the year round.

MILK TO BE DRAWN FROM METROPOLITAN ARBAS

In order to ensure supplics of high-standard milk it is necessary in the main to draw those supplies
[rom sources catering for the metropolitan arcas. 1t is only such sources that have a suflicient nunber
of dairies licensed by the Department of Agriculture as suitable for town supply and prepared by long
assoviation with the town supply to produce milk of the standard required. It is only in such arcas
that the milk can be treated by pasteurizing-plants with capacities sufficient for the purpose. 1t is also
desirable to protect the freshness of the milk by avoiding long journeys on collection and delivery.

Frucrvarions 1N DemManD

The demand for liquid milk by the Armed Forces is a demand that is subject to sudden and severe
fluctuations. Not only may the demand fluctuate widely from day to day or from week to week, but
the alternating periods with high demand and low demand are extremely irregular and often prolonged.
This is inevitable and must be accepted as a feature of such supply  To deal effectively with the problem
presented, allowance must be made for this fact in fixing the conditions of contract. There are three
respeets in which the quantities of milk required at the periods of highest demand and the extreme
fluctuations in demand affect supply and the costs of supply.  First, the milk required at the height of
demand in any one arca forms an appreciable proportion of the total quantity required in that arca.
If the high demand occurs in the period of low production, a considerable increase is necessary in the
number of suppliers who must be drawn upon for milk. Secondly, in practice this increase means
extending the area from which milk is drawn, as all the milk being produced in the area and not already
absorbed in the town supply is delivered to cheese-factories and butter-fuctories.  Thirdly, the fluctuations
in demand increase, and incrcase considerably, the surplus supply that must be sold at Lactory rates.
It a substantial supply of this nature were drawn from an individual dairy-farmer, he would be obliged
to fix his price at a level that would cover the loss on surplus milk. 1f he did not do this, he would be
Hable himself to sulfer a very heavy loss when the demand dropped and remained at a low level for
lengthy period or ceased altogether.  When the supplies are drawn from a treating-house and extra
expense 1% inewrred in securing the additional supply, that expense must fall on one or more parties in
the industry or on the gencral consumer.  When 1t results in @ substantial increase in the surplus, the
consequent loss probably falls on the general body of producers.

Prorosed Basis or CoNTRACTS
In view ol these facts, the Commission has considercd and has discussed with representatives
of the New Zealand and Allied Forces a proposal that cach contract in respect of the Armed Forces
should have regard to these fluctuations. The proposal involves the following terms :—
(1) That the quantity required to meet peak requirements cach year should be estimated and
stated by the purchasing authority as the basis of the contract :
(2) That the quantity so estimated and stated should be made available at all times throughout
the year by the supply authority :
(3) That the milk delivered should be charged for at a reasonable price fixed in the terms of
the contract :
(1) That the purchasing authority should indemnify the supply authority against any loss
that nmay be unavoidably sustained :
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(5) That if supplies additional to those covered by the vear’s contract are required for a limited
period, such supplies ought to be paid for at agreed rates in correspondence with the
actual costs of supplying this milk.

1f this proposal were adopted, the supply authority would be required to make the best use of
surplus quantities, and the indemnity would be available only when all reasonable steps were taken
to avoid loss, and then only to the extent of the loss. 1n no case would the loss on any surplus exceed
the difference between the contract price and factory price. In cases in which more profitable use—
for example, use as sweet cream or for the manufacture of ice-cream or chocolate—could be made of the
surplus, the loss would be reduced accordingly.  If the surplus could be used for town milk-supply, then,
of course, no loss would accrue. This proposal was favourably received by the representatives of the
Armed Forces with whom it was discussed. It presents obvious advantages, and in the result the total
cost to the purchasing authority ought not to be appreciably in excess of the present cost. Kach of
the parties would understand its own position and be able to regulate its action accordingly. This
would give a stability that might well react favourably on the price charged.  Another suggestion made
was that when the supply authority knew the estimated requirement for twelve months it could and
should contract for the production of that quantity with a group of producers not among those regularly
supplying the arca. Such producers would, of course, be sclected men with dairies licensed by the
Department of Agriculture as suitable for town supplv The supply so secured could be allocated
to the needs of the particular group of Armed Forces affected, and in this way the supply of those needs
would be assured. If such a speecial arrangement could be made, disturbance in the regular supply to
civilian consumers would be avoided. It would have the advantage that, if added cost was caused by
the necessity of going further afield for the supply, that added cost would be known to the supply
authority and could be taken into consideration in fixing the price.  The cost to the supply authority
for the liquid milk required to meet the needs of the general hody of civilian consumers would thus be
unaffected by the supply to the Armed Forces.

In order to ensure that the milk supplied to the Armed Forces is of high standard, it is necessary -
that it be drawn from cows kept and milked under the best conditions. In one case brought to
the notice of the Commission the milk is delivered raw but is drawn from T.B. tested herds. In other
cases the milk is pasteurized, but in this connection it is necessary to emphasize that before pasteurization
the milk should be of high quality and fresh and that pasteurization should be carried out effectively
and under controlled conditions. The Commission is of opinion that the Armed Forees, including
the Allied Forces, are justified in rejecting any milk that does not conform to the accepted standards
and that any loss consequent upon that rejection should fall entirely on the supplier.

RECOMMENDATIONS

After consideration of all matters placed before it, the Commission makes the following
recommendations :—

(1) That in respect of cach contract for supply of milk to the Armed Forces the purchasing
authority should in the month of August in cach year estimate the quantity or
quantities required for all periods during the year and that that estimate should
contemplate peak requirements :

(2) That contracts for supply should he made with treating-houses or supply associations
and should provide that the quantity or quantities specified are to be available
throughout the year and that deliveries should be made as required :

(3) That the price to be paid should be a price per gallon for all milk delivered in accordance
with orders received :

(4) That an indemnity against loss on so much of the amount made available under the
contract as is not required he given by the purchasing authority. Proper safeguards
should be introduced in the interests of the purchasmg authority to ensure that the
indemnity is invoked only in cases of actual unavoidable loss and be limited to the
amount of loss actually proved :

(5) That if supplies additional to those covered by the year’s contract are required for u
limited period, such supplies ought to be paid for at agreed rates in correspondence
with the actual costs of supplying this milk :

(6) That the standard to be attained be specified in the contract and that the purchasing
authority be entitled to reject any milk that does not conform to such standard in
all respects :

(7) As far as possible the supply authority should keep all contracts for supply of milk to
the Armed Forces additional to, and independent of, the supply for civilian needs.
Such contracts should be made with selected producers, preferably in selected arcas

PART IV.--SUMMARY OF RECOMMENDATIONS
CITAPTER 14

In Part I of this report the Commission has reviewed the present circumstances of the supply of
milk to the four metropolitan areas and in Part 11 has discussed those alterations and forms of
reorganization of the methods of supply, collection, treatment, and distribution that may be necessary
to ensure at reasonable prices adequate supplies of milk of high standard to these areas. In Part 111
it has examined the position of the supply to the Armed Forces. 1n this chapter the Commission sets
forth its recommendations in a concise and summary form. As the reasons for its conclusions are set
out in the appropriate chapters, those reasons are not repeated.

On many matters relating to the present circumstances of the supply of milk to the metropolitan
areas the information at prusvnt/ available is incomplete n some respects and unsatisfactory in others.
If, as the Commission recommends, a Central Authority is constituted to control the liquid-mulk industry
in the metropolitan areas, that authority will be in a position to collect further data on all matters
within its jurisdiction and to confirm, correet, and supplement the recommendations of the Commission.

The Commission recognizes the limitations imposed on it by time and the inadeqnacy of the
information available in its consideration of the alteration and reorganization in the present methods
of the industry. It is also aware that the form in which its ru,ommondatlons are set out suggests an
intention to preseribe in detail for all circumstances and eventualities. The form adopted, however,
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is adopted for convenience of reference, and in some of their details the recommendations must be
regarded as tentative or as illustrative only. A Central Authority will readily distinguish between the
details that ought to be preserved and those that may need modifieation. The Commission hopes that
the statement will represent the general development that it contemplates and will he found sufficiently
explictt to give relief to all essential features.

Though any attempt to alter the existing circumstances of the industry must inevitably create
difficultics and the adjustment of personal ideas and relationships, the Commission ((mtompla‘roq that
powers vested in any controlling body, local or national, as the result of the Commission’s recommenda-
tions will be used reasonably and with full regard to the interests of the industry and of public health,
and that at all times such powers will be used with an awareness of the advantages of co- operative,
rather than enforced, adjustment of present circumstances.  The Commission can sce no reason why
the powers recommended need in any circumstance to be used unreasonably. The overriding
consideration guiding all actions s that the milk must be produced in adequate quantity ; it must be
collected, properly treated, and conveyed to the consumer : and prices to the public must be as low
as possible compatible with the service rendered and the quality of the article delivered.

Proper organization of the industry on a national basis necessitates national representation and the
existence of an independent and impartial central authority. Proper organization of all local sections
of the industry necessitates smooth and harmonious functioning between the various interests.  Local
control, particularly, should be adapted to this purpose.

In the matter of the supply of milk to the Armed Forces the Commission was faced with a distinet
problem, but as this supply has to be drawn from the same sources and has to be treated by the same
processing-plants as the supply to civilians in the metropolitan areas the same difficulties bad to be
faced. It was possible, however, to make the recommendations more precise, and these are repeated
in this chapter in the same form as they appear in Part 111

The recommendations are arranged under the various headings adopted throughout the report
and in the order in which they have been discussed.

ORGANIZATION

In the opinion of the Commission, the first essential to the attainment of the threefold objeet of
adequacy, high standard, and reasonable price is the reorganization of methods of control and direction
of the industry. Such reorganization would involve three developments :—

(1) The creation of a central authority to guide and control the conduet and development of
the industry :

(2) The appointment. of Metropolitan Milk Councils for the Christchurch and Dunedin areas
and the Hutt Valley and bays sub-arca with functions and powers similar to those of
the existing Auckland Metropolitan Milk Couneil :

(3) The establishment in the Metropolitan Arecas of Auckland and Christchurch of a Dairy
Farmers’ Co-operative Milk Supply Association similar to the associations at present
operating in Wellington and Dunedin, and the provision of statutory functions and
extended powers for all such associations.

In the following statement the recommendations made by the (fommission in respect of each of
these developments and discussed in the appropriate chapters preceding are recapitulated.

CENTRAL AUTHORITY

The Commission recommends that a permanent body consisting of a small number of qualified
persons be created as a central authority controlling the liquid-milk industry in the areas under review,
and, In particular, to discharge the following functions :—

(#) To advise the Government on all matters relating to the industry and to interpret the
national policy and to act as the principal administrative authority of that policy.

() (i) To confer with the New Zealand Dairy Board in all matters affecting the interests of

the dairy industry :

(i1) To collaborate with the Departments of Health and Agriculture and the Dairy
Research Institute in defining standards to be observed in }_]IOduGMOlI and i grading
liquid milk and cream.

(¢) From time to time to review the powers vested in Metropolitan Milk Councils and to advise
in the matter of any additional powers required to enable such Councils to discharge
their functions more effectively.

(d) To assist Metropolitan Milk Councils and the Wellimgton City Council in all matters
pertaining to the industry and to give such directions and to take such other steps
as may be necessary to ensure the execution of the national policy.

(¢) To promote the formation of Dairy Farmers’ Co-operative Milk Supply Associations in
Auckland and in Christchurch similar to the associations operating in Wellington and
Dunedin. 7

(f) To assist Dairy Farmers’ Co-operative Milk Supply Associations, and, where necessary
to the effective administration of national policy, to require amendment to their con-
stitution and to give direction concerning administration.

{(9) To act as an arbiter with final authority in any dispute arising between a Metropolitan
Miltk Council and a Dairy Farmers’ Co-operative Milk Supply Association.

(h) To compute and determine all prices to be paid to producers and to the Dairy Farmers’
Co-operative Supply Associations for all milk and milk products sold for town supply,
all margins to be allowed for collection, treatment, and distribution, and all prices
& lmrgml)]o {0 consumers.

And the Commission further recommends that the Central Authority be empowered —

(7) To determine standards for “ aceredited ” herds.

(7) To determine the conditions under which producer-vendors shall continue to operate.

(k) To appoint ofticers with special qualifications to assist farmers in developing eflicient
methods of production and hygienie methods of handling milk.

(/) To prescribe the qualifications nqulrcd to be held by worl\mtr managers of processing-
plants and by analysts engaged in testing and grading milk.

(m) To arrange with the Dairy Rescarch Tostitute and Masscy Agricultural College for the
training of working managers of processing-plants and of analysts.
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(n) To collect from dairy-farmers through their Supply Associations, an