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Exemptmns Lets Dai iry Co-ops

By John F. Lawrence

Los Angeles Times

Armed with a special anti-
trust exemption and massive
political war chests, a new
breed of business organization
has emerged in the dairy in-
dustry to gain a near-monop-
oly on milk supplies in some
regions of the country.

Called the super co-op, these
new dairy empires have been
built in less than a decade
through rapid fire consolida-

tion of local farm marketing
cooperatives, formed to mar-
ket milk more effectively for
individual farmers.

The growth of the co-ops
and their transformation from
simple, local bargaining organ-
wzations into corporate-style gi-
ants has been spotlighted
lately as the House Judiciary
Committee focused its im-
peachment inquiry on dairy
industry campaign contribu-
tions to President Nixon.

The €entral issue for the
committee is whether the co-
ops were able to buy an in-
crease in federal milk price
support levels through their
campaign pledges. For the
consumer, however, an. issue
that will likely outlive the im-
peachment controversy is
whether the co-ops have man-

aged to obtain sufficient con-|

trol over milk supplies to
force up prices while they use
their political muscle to avoid
government attack.

The super co-ops operate un-
der the protective umbrella of
the Capper-Volstead Act, a
special antitrust exemption
passed in 1922 to strengthen
farmers’ hands in dealing with
milk processors.

The co-ops’ massive growth
has been accompanied by a de-
cline in milk production and a
40 per cent increase in raw
milk prices in the past two

years alone. Co-op leaders say |

these trends reflect the high
cost of dalrying, including the
price of feed, that has driven
many farmers out of the busi-
ness. Many others, however,
say the trends also reflect the
power of the co-ops.
“The aggregation of the co-
.ops-into regional organizations
{ with 80 to 90 per cent of the
milk supply has created a
price enhancement over a 10
vear period,” maintains C.
Jack Pearce, a former federal
antitrust specialist and Nixon
administration official who
has represented some dairy in-
terests. -
‘The €0-0ps have gotten con
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. attorney general for antitrust.

- alliance would create an or-

" tioned in connection with an

Build Empires

In testimony on food prices.
before the Monopoly Subcom-
mittee of the House Judiciary
Committee last year, the Jus-
tice Department recom-
mended that the legislators
consider changing the law. In
the wake of those hearings,
the subcommittee’s staff

drafted a report recommend-: |

ing such action. But with co-op
opposition, a final draft was
never written.

Justice Department officials
disagree among thmselves
about trying to apply the anti-
trust laws without help from
Congress. “There are two
schools of thought here — one
that co-op mergers are not im-
mune and that we should chal-
lenge them,” said Keith I.
Clearwaters, deputy assistant

“The other i$ that it would be
a futile act” — that if co-ops
couldn’t merge, the farmers
could simply disband one co-
op and join another, creating
the same result, he said.

Clearwaters says he favors
challenging the mergers. So
did a number of lesser Justice
Department  officials who
sought to block an alliance of
three co-ops in the Great :Ba-
sin region of Utah, Idaho, Wy-
oming, Colorado and Nevada
in 1971 and 1972. :

Despite complaints that the

ganization commanding 90 per
.cent of the region’s milk sup-

ply and that two of the parties|.

to the agreement had previ-
ously been involved in a price-
fixing case, the department ul-
timately decided not to pursue
the matter. Instead, it issued a
letter giving the co-ops clear-
ance to go ahead. :

The Justice Department|

will not answer questions
about who made the final deci-
sion in that matter or wheth-
er the issue was ever brought
to the attention of Attorney
General John N. Mitchell be-
fore he left to head President
Nixon’s re-election campaign
in March, 1972.

Mltchell’s name is men-

alleged effort by another milk

had resigned as Attorney Gen
eral. Conally has denied he re-
ceived any money.

Capper-Volstead provides
one avenue for anti- -monopoly
attack against the co-ops. The
Secretary of Agriculture is
empowered to act if he be-
lieves prices have been
“unduly enhanced.” The power
has never been used,

The Justice Department
does have civil suits pending
against three Dbig co-ops—
AMPI; Mid-America Dairymen
Ine., of Springfield, Mo., and
Dairymen, Inc., of Louisville,
Ky.—asking federal courts to
halt a number of alleged anti-
competitive  practices. All
three have denied the charges.

In none of the cases, how-
ever, has the justice Depart-
‘ment met the Capper-Volstead
lissue directly by seeking to
‘break up or halt further merg-
ers of the co-ops.

One problem facing any an-
titrust drive is to translate
charges of monopoly into spe-
cific effects on mild prices.
The original purpose of the
Capper-Volstead Act was to
give farmers, some muscle in

M i

contributions have served to
raise guestions about whether
farmers have adequate control
over the affairs of the big or-
ganizations.

AMPI’s top management
went through a shakeup about
two years ago, at least partly
over possible diversion of co-

dealing with big milk proces-
sors who often had farmers at
their merey in the 1920s.

Even now, proponents of
further co-op growth talk
openly of using mergers to in-
crease prices.

The main argument for the
consolidation is to get enough
control over milk supply to be
able to force up the price, ex-
plains Robert Feenstra, gen-
eral
Producers Council, a Southern
California trade association:
based in Ontario.

The Federal Trade Commis-
sion, in a study it has been
willing to make public only in
part, has suggested that mo-
nopoly practices in the milk
industry have resulted in
overcharges to consumers
amounting to more than $250
million a year, or roughly 3
per cent more than the price
would have been otherwise.
FTC officials claim the study
is based on some untested as-
sumptions, hence it won’t re-
lease the whole thing.

Whatever the monopoly con-
sequences of co-op growth, the

on funds into illegal campaign

investigations

contributions. (Farmer mem-
bers of AMPI also have a sep-
arate political fund organiza-
tion which 2an make contribu-
tions legally.) In addition, ex-
penses of the big co-op had
been rising too rapidly, an
AMPT spokesman says.

As a result, AMPI’s farmer
members will be getting their

'profits back from the co-op
more slowly. (Co-ops retain a
portion of the price they get
for milk for their members,
using this as their working
capital. These funds are then
returned over a period of
years.) AMPI also bas discon-’
tinued holding massive annual
meetings for its members. "
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